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ABSTRACT 

The objective of this research is to determine the effect of tax 

avoidance on firm value, using earnings management as a 

mediating variable. This research filled an empirical vacuum left by 

earlier research that used agency theory and signal theory to 

reexamine the effect of tax avoidance on firm value. This research 

was carried out to fill up an empirical gap in earlier research that 

sought to use agency theory and signal theory to reexamine the 

effect of tax avoidance on firm value. This research is innovative in 

that it looks at earnings management as a mediator between tax 

avoidance and firm value. This research makes use of secondary 

data and a quantitative methodology. Manufacturing enterprises 

registered on the Indonesia Stock  Exchange (BEI) for the 2018–

2022 period make up the research  population. A total of 185 

observations from 37 firm's in this research sample satisfied the 

criteria. The results of this research show that tax avoidance has 

no an effect on firm value, earnings management has no effect on 

firm value, and   earnings management cannot mediate the effect 

of tax avoidance on firm value. 
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INTRODUCTION 

The firm wants to enhance its worth. The prestige that a firm achieves and that 

investors bestow upon it is known as firm value. Firm value is said to be the level of success 

which is often linked to share prices (Harry, 2017). Tobin's Q is used to calculate the value of 

a company by contrasting the market value and replacement cost of its assets. 

Tax avoidance is one of the many issues that might affect a firm's worth. Legal actions 

taken with the intention of minimizing or reducing the tax burden without violating tax 

laws are known as tax avoidance (IAI, 2015). Agency theory can be used in tax avoidance 

practice because it can help understand how opportunistic behavior from management 

arises when they attempt to maximize tax profits, by maintaining high profit levels in a 

competitive business environment. Tax avoidance is said to be an investment with high 

profits that can minimize the current tax burden (Lee & Choi, 2022), so that tax avoidance is 

considered an activity to increase firm value (Desai & Dharmapala, 2009). 
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Results of previous research conducted (Inanda et al., 2018),(Prasetya et al., 2023),(Siew 

Yee et al., 2018) states that tax avoidance can lower a firm' value and that the more work 

required to carry out tax avoidance, the lower the firm value will be. Contrasting with the 

findings of earlier investigations (Lee & Choi, 2022),(Tang, 2019),(Moradi. M., Mohammadi, M. 

& Saeedi, 2015),(Herdiyanto & Ardiyanto, 2015),(Noor Afifah & Mona Adriana P, 2023) which 

states that tax avoidance can increase firm value, when the firm succeeds in tax avoidance, 

the profit will be remaining after paying taxes will be greater, so the value of the firm will 

more increasing. 

Research on the effect of tax avoidance on firm value was carried out as a form 

of the empirical gap that occurred in previous research, which still showed inconclusive 

results, thus, our study used agency theory and signal theory to reexamine  how  tax  

avoidance affects firm value. This research focuses on manufacturing companies listed on 

the Indonesia Stock Exchange for the 2018-2022 period, because manufacturing firm’s 

tend to practice tax avoidance and earnings management to achieve the desired profit 

targets. 

Results of previous research conducted (Lestari et al., 2020),(Wulandari et al., 

2023),(Setiorini et al., 2021) states that earnings management has an impact on increasing 

tax avoidance. According to signal theory, tax avoidance can provide a positive signal 

to investors and the market about firm performance and management's ability to 

generate high profits, so that this signal can effect share prices and firm value. Results of 

previous  research conducted (Noor Afifah & Mona Adriana P, 2023),(Violeta & Serly, 

2020),(Riswandi & Yuniarti, 2020),(Sugiono, 2020) states that earnings management also has 

an effect on firm value, the greater the earnings management practices carried out, the 

higher the firm value. 

The novelty of this research is using earnings management as a variable that can 

mediate tax avoidance on firm value. In addition to being a tool for financial report 

manipulation, earnings management also serves to highlight the potential effect of tax 

avoidance on a firm value. Businesses can improve earnings management by lowering 

their tax burden through the use of tax avoidance. Firm can affect financial reports in 

reaching the intended profit targets, which will effect on firm value, through earnings 

management strategies.claims that the worth of a firm is similarly effected by earnings 

management, with higher firm value resulting from more extensive use of these strategies. 

 

LITERATURE REVIEW 

Agency Theory 

The link between a firm management and shareholders is explained by agency 

theory. (Jensen & Meckling, 1976). Firm that group management and ownership duties 

separately have a high risk of agency conflicts or conflicts of interest (Lambert, 2001). The 

division of control and interests inside a firm leads to conflict its of interest. According to 

agency theory, there are differences in the information held by shareholders and firm 

management. Shareholders have the opportunity to increase firm value and profits, 

while firm management has the opportunity to increase salaries or retain employees 

(Jensen & Meckling, 1976). Agency theory is related to tax avoidance practices, because 

management has the ability to carry out tax avoidance to obtain high firm value. Agency 

theory can be used to better explain how management's opportunistic conduct for 

earnings management and tax avoidance stems from their desire to maximize their own 

profits, which will effect on firm value. 
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Signal Theory 

According to signal theory, the party conveying information can provide signals that 

indicate the condition of the firm with the aim of providing benefits to the recipient, namely 

investors (Spence, 1973). Signals relfelr to actions takeln by firm managelmelnt with thel aim of 

providing invelstors with cluels about managelmelnt's vielw of thel  firm's prospelcts (Brigham & 

Houston, 2015). Signal thelory elxplains that thel financial relports useld by firms arel ablel to 

selnd positivel or nelgativel melssagels to thelir uselrs (Sulistyanto, 2017). Signal theory relates to 

the actions of a firm, such as tax avoidance and earnings management, which can provide 

signals to the market and investors about the firm's performance and management's ability to 

generate high profits, which will effect the firm value and share prices. 

 

Firm Value 

Firm valuel is thel status or valuel achielveld by thel firm as a relsult of thel lelvell of invelstor 

trust in thel firm (Harry, 2017). This asselssmelnt can show how welll thel firm opelratels in 

crelating valuel for sharelholdelrs and othelr stakelholdelrs. A numbelr of ratios, including Pricel 

ELarning Ratio (PELR), Pricel to Book Valuel (PBV), and Tobin's Q, can bel useld to deltelrminel a 

firm valuel. Tobin's Q, on thel othelr hand, is useld in this study to melasurel firm valuel. Jamels 

Tobin crelateld Tobin's Q, which is deltelrmineld by contrasting a firm markelt valuel with its 

asselt relplacelmelnt valuel. This ratio is considelreld supelrior, belcausel it can providel good 

information that focusels on thel firm's currelnt value (Prawesti Ningrum, 2021). 

 

Tax Avoidance 

Tax avoidancel is a lelgal activity that has thel aim of minimizing thel tax burdeln without 

going against tax provisions (IAI, 2015). Tax avoidancel is also delfineld as a lelgally valid elffort, 

whelrel firms can takel advantagel of opportunitiels or loopholels provideld by thel 

taxation systelm, to lowelr thel relquireld tax paymelnt amount (Desai & Dharmapala, 2006). Thel 

Cash ELffelctivel Tax Ratel (CELTR) is useld in this study to quantify tax avoidancel. Thel elffelctivel 

cash tax ratel, or cash elffelctivel tax ratel (CELTR), is deltelrmineld by dividing thel total amount of 

taxels paid by profit belfore l taxels (Heryawati et al., 2021). 

 

Earnings Management 

ELarnings managelmelnt is an action that relgulatels financial information and 

transactions with thel aim of increlasing or relducing relporteld profits ovelr a celrtain pelriod  

of time (Sulistyanto, 2008). In this research, discreltionary accruals arel useld in conjunction 

with thel Modifield Jonels Modell to melasurel elarnings managelmelnt. Thel discreltionary 

accruals melasurelmelnt was choseln in elarnings managelmelnt belcausel it is morel flelxiblel, 

elasy to deltelct and rellelvant. 

 

Hypothesis Development 

Numelrous relselarchels havel discovelreld thelelffelct of tax avoidancel on firm valuel. Tax 

avoidancel can boost  a  firm's  capacity  to  accomplish  its  objelctivels,  which  improvels  

thel firm's financial elfficielncy (Graham et al., 2014). Relsults of prelvious relselarch conducteld 

(Inanda et al., 2018),(Prasetya et al., 2023),(Siew Yee et al., 2018) ) statels that tax avoidancel has 

a nelgativel elffelct on firm valuel, thel morel elfforts a firm makels to carry out tax avoidancel, 

thel lowelr thel firm valuel. 

Relsults of prelvious relselarch conducteld (Lee & Choi, 2022),(Tang, 2019),(Moradi. M., 

Mohammadi, M. & Saeedi, 2015),(Herdiyanto & Ardiyanto, 2015),(Noor Afifah & Mona Adriana 

P, 2023) statels that tax avoidancel has a positivel elffelct on firm valuel, wheln a firm succelelds 

in implelmelnting  tax avoidancel, thel  tax ratel that must bel  paid by thel  firm will bel  lowelr, 

so thel profit relmaining aftelr paying taxels will bel grelatelr, thelrelby increlasing  thel valuel  of 

thel  firm. Baseld on thel relsults of prelvious studiels, thel following hypothelsis is proposeld: 
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H1: Tax avoidance has a positive effect on firm value 

 

Thel firm's ability to gelnelratel profits will havel an impact on firm valuel. Relsults of 

prelvious relselarch conducteld (Yorke et al., 2016),(Li, J., Wang & Guo, 2017) statels that 

elarnings managelmelnt has a nelgativel elffelct on firm valuel. Firm that carry out elarnings 

managelmelnt will relducel thel sharel pricel and markelt valuel of a firm. 

Relsults of prelvious relselarch conducteld (Noor Afifah & Mona Adriana P, 2023),(Violeta 

& Serly, 2020),(Riswandi & Yuniarti, 2020),(Sugiono, 2020) statels that elarnings managelmelnt 

has a positivel elffelct on firm valuel, thel grelatelr thel elarnings managelmelnt practicels carrield 

out, thel highelr thel firm valuel. From thel relsults of this relselarch, thel hypothelsis proposeld 

is as follows: 

H2: Earnings management has a positive effect on firm value 

 

Relsults of prelvious relselarch conducteld (Lestari et al., 2020),(Wulandari et al., 

2023),(Setiorini et al., 2021) statels that elarnings managelmelnt has an elffelct on increlasing 

tax avoidancel. If elarnings managelmelnt is improveld, theln tax avoidancel will telnd to 

increlasel. Firm valuel is elffelct by elarnings managelmelnt as welll, thel highelr thel firm valuel, 

thel morel aggrelssivelly elarnings managelmelnt tactics arel useld. 

Earnings managelmelnt is carrield out simultanelously with tax avoidancel. Tax 

avoidancel can relducel thel tax burdeln and can increlasel thel firm's nelt profit, which is 

causeld by lowelr taxels paid, so it will look positivel in thel firm's financial relports (Falbo & 

Firmansyah, 2021). Aftelr succelssfully carrying out tax avoidancel and with increlaseld profits 

duel  to tax  avoidancel,  firm managelmelnt will felell intelrelsteld in manipulating financial 

relports to makel thelm look  belttelr  by  adjusting incomel or costs in an elffort to optimizel 

financial pelrformancel. Succelssful elarnings managelmelnt practicels can providel a morel 

positivel signal to thel firm, which can elffelct sharel pricels and ovelrall firm valuel. From this 

elxplanation, thel following hypothelsis is proposeld: 

H3: Earnings management is able to mediate tax avoidance on firm value 

 

METHODS 

Types of research. This relselarch is quantitativel melthods. Relselarch that is provideld 

with data in numelrical form is known as quantitativel relselarch. This study elxaminels thel 

elffelct of tax avoidancel on firm valuel with elarnings managelmelnt as a meldiating variablel. 

Population and Research Sample. Thel population and samplel in this relselarch arel 

manufacturing firm listeld on thel Indonelsia Stock ELxchangel (BELI) for thel 2018-2022 pelriod. 

Thel samplel collelction telchniquel in this relselarch useld purposivel sampling. Thel usel of 

purposivel sampling telchniquel involvels sellelcting samplels from data sourcels baseld on 

celrtain considelrations or critelria, such as: 

1. Manufacturing firm’s listeld on thel Indonelsian Stock ELxchangel during thel 2018-

2022     pelriod. 

2. Manufacturing firm’s that prelselnt financial relports and annual relports aftelr 

beling           auditeld for thel 2018-2022 pelriod. 

3. Manufacturing firm’s that relport data in rupiah during thel 2018-2022 pelriod. 

4. Manufacturing firm’s that havel compleltel data rellateld to relselarch variablels for thel 

2018- 2022 pelriod. 

Method of collecting data. This relselarch elmployeld selcondary data for its data 

collelction. Thel financial relports of manufacturing firm listeld on thel Indonelsia Stock 

ELxchangel for thel yelars 2018–2022 arel thel sourcel of data, and thely can bel accelsseld via 

elach firms on welbsitel and thel official www.idx.co.id welbsitel. 

 

http://www.idx.co.id/
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Firm Value 

Thel firm's succelss ratel, which is frelquelntly correllateld with thel stock pricel, selrvels as 

thel delpelndelnt variablel for firm valuel. frelquelntly connelcteld to stock valuels. Tobin's Q is 

a tool useld to melasurel firm valuel. 

 
Information: 

Tobin's Q : firm value 

EMV  : Equity Market Value (equity market value calculated from closing price x  

number of shares outstanding) 

Debt  : Total Debt 

 

Tax Avoidance 

Tax avoidancel as an indelpelndelnt variablel relfelrs to lelgal and selcurel tax avoidancel on 

thel part of taxpayelrs. Thel Cash ELffelctivel Tax Ratel (CELTR) is useld to calculatel tax avoidancel. 

 
 

Earnings management 

ELarnings managelmelnt as a meldiating variablel is a melthod useld by firm managelrs to 

elffelct financial relports (Midiastuty et al., 2016). ELarnings managelmelnt melasurelmelnt is 

carrield out using discreltionary accruals with thel Modifield Jonels Modell. 

𝑇𝐴𝐶 =𝑁𝐼–𝐶𝐹𝑂 

 =𝛽1+ 𝛽2+ 𝛽3 + ε  

DTAC =𝛽̂1 + 𝛽̂2 + 𝛽 ̂3 + ε  

DAC = – NDAC 

Information: 

TAC  : Total accrual 

NI  : Net Income (net profit) 

CFO  : Cash Flow Operations (Operating cash flow) 

TAt-1  : Total assets in the previous year 

∆Sales  : Change in total sales from current year to year previously 

∆Receivable : Change in total accounts receivable from current year to year previously 

PPE  : Property, plant, and equipment gross 

DTAC  : Total discretionary accruals 

DAC  : Discretionary accruals  

NDAC  : Nondiscretionary accruals 

 

Data analysis method 

This relselarch was telsteld using multiplel linelar relgrelssion analysis with meldiating 

variablels, with thel hellp of thel ELvielws application. Telchniquels for data analysis elmployeld 

in Modell telsting, classic assumption telsting, and hypothelsis telsting, including thel F, R2, and 

t telst. 

Thel modell for this relselarch is as follows: 

TQ = 𝛼+𝛽̂1TA+𝛽̂2EM + ε 

EM = 𝛼+𝛽̂1TA + ε 
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TQ = 𝛼+𝛽̂1EM + ε 

Information: 

TQ  : Firm Value 

𝛼  : Constant 

𝛽̂1 -𝛽̂2 : Regression Coefficients 

TA  : Tax Avoidance 

EM  : Earnings Management 

ε  : Error 

 

Model Test 

Test Chow 

Thel belst modell to elmploy for elstimating thel data is elithelr thel Fixeld ELffelct Modell 

(FELM) or thel Common ELffelct Modell (CELM), delpelnding on thel relsults of thel Chow telst. 

1. CELM is accelptablel if thel probability valuel of F is grelatelr than 0.05. 

2. FELM is reljelcteld if thel probability valuel of F is lelss than 0.05. Thel Hausman telst comels aftelr 

this onel. 

 

Hausman test 

Thel Fixeld ELffelct Modell (FELM) and thel Random ELffelct Modell (RELM) can bel distinguisheld 

using thel Hausman telst. 

1. RELM is approveld if thel Chi-Squarel probability valuel is grelatelr than 0.05. 

2. Thel FELM is reljelcteld if thel Chi-Squarel probability valuel is lelss than 0.05. 

 

Lagrange Multiplier Test 

Thel Random ELffelct Modell (RELM) vs Common ELffelct Modell (CELM) telchniquel 

comparison is donel using thel Lagrangel Multiplielr (LM) telst. 

1. Thel statistical valuel of LM is lelss than Chi-Squarel, melaning that RELM is accelptablel 

2. Thel CELM is accelptablel if thel LM statistical valuel is grelatelr than Chi-Squarel. 

 

Normality test 

Thel normal distribution of variablel data is asselsseld using thel normality telst. Thel 

relsiduals' distribution can bel ascelrtaineld using thel Jarquael Belra (JB) likellihood valuel and 

significancel lelvell. 

1. It is delelmeld abnormal for thel relsidual distribution if thel JB likellihood valuel is lelss 

than 0.05. 

2. Thel relsidual distribution is relgardeld as normal if thel JB likellihood valuel is grelatelr than 

0.05. 

 

Multicollinearity Test 

Multicollinelarity is telsteld by elxamining if thelrel is collinelarity beltweleln thel 

indelpelndelnt variablels in thel relgrelssion modell. If thel correllation coelfficielnt is morel 

than < 0.98, thel modell is said to bel multicollinelar. 

 

Autocorrelation Test 

(Ghozali, 2016) statels that in ordelr to ascelrtain if confounding elrrors in pelriod t and 

confounding elrrors in pelriod t-1, or thel prior pelriod, in thel relgrelssion modell welrel 

correllateld, thel autocorrellation telst was elmployeld. In thel relgrelssion modell, t-1 delnotels thel 

prelcelding timel. Thel Durbin-Watson, or DW-telst, is thel autocorrellation telst that is most 

frelquelntly elmployeld. 
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Heteroscedasticity Test 

Thel find out if thelrel is a variancel inelquality beltweleln thel relsiduals of two 

obselrvations in thel relgrelssion modell, apply thel heltelrosceldasticity telst. beltweleln thel 

relsiduals of two obselrvations in thel relgrelssion modell. As pelr relfelrelnce (Ghozali, 2016) thel 

heltelrosceldasticity telst is elmployeld to ascelrtain if thel relgrelssion modell's relsiduals elxhibit 

continuous variancel. 

 

Multiple linear regression test with mediating variables 

F test 

(Ghozali, 2016) statels that thel find out if thel indelpelndelnt variablel elffelct thel 

delpelndelnt variablel, thel F telst is useld. 

1. Thel relgrelssion coelfficielnt is not significant if thel significancel valuel is grelatelr than 0.05. 

2. Thel indelpelndelnt variablel significantly elffelct thel delpelndelnt variablel if thel significancel 

valuel is lelss than 0.05, substantial elffelct on thel variablel that is beling melasureld. 

 

Test R2 

(Ghozali, 2016) statels that thel modell's capacity to elxplain thel delpelndelnt variablel is 

asselsseld using thel partial coelfficielnt of deltelrmination telst. Thel valuel of thel partial 

deltelrmination coelfficielnt is in thel intelrval 0–1. 

1. Indelpelndelnt variablels havel a strongelr impact on thel delpelndelnt variablel if thel 

relgrelssion modell's deltelrmination valuel approachels 1 (onel). 

2. Indelpelndelnt variablels havel a delcrelasing impact on thel delpelndelnt variablel as thel 

relgrelssion modell's deltelrmination valuel approachels 1(onel) smallelr. 

 

b. t test 

 (Ghozali, 2016), statels that thel elffelct of thel indelpelndelnt variablel on thel delpelndelnt 

variablel is deltelrmineld using thel t-statistical telst. 

1. Thel indelpelndelnt variablel doels not substantially affelct thel delpelndelnt variablel if 

thel significancel valuel is grelatelr than 0.05. 

2. Thel indelpelndelnt variablel has a partial impact on thel delpelndelnt variablel if thel 

significancel valuel is lelss than 0.05. 

 

Sobel test (mediation criteria) 

 (Ghozali, 2016), stated that the sobel test is used to determine the effect of mediating 

variables, in this research, namely earnings management. A variable is referred to as a 

mediating variable if a variable affects the relationship between the independent variable and 

the dependent variable. 

 

RESULTS  

Descriptive statistics 

 

Table. 1 Descriptive Statistical Test Results 

 

 

   
     TQ TA E.M 

    
    Mean 1.735300 0.274095 -0.001908 

Maximum 6.524448 0.973809 0.150412 

Minimum 0.260908 0.001666 -0.204037 

Std. Dev. 1.297936 0.182541 0.056287 

    

Observations 185 185 185 
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Delscriptivel statistics for all relselarch variablels usel melan, maximum, minimum and 

standard delviation valuels by elxplaining thel population and relselarch samplel. 

 

 

Test Chow 

Table. 2 Chow Test Results 
     

     

  Effects Test                              Model Statistics df Prob. 

     
     

Cross-section F                          Model 1 23.031241 (36,146) 0.0000 

Chi-square cross-section 351.307361 36 0.0000 

     
     

Cross-section F                          Model 2 2.173897 (36,147) 0.0007 

Chi-square cross-section 78.962453 36 0.0000 

     
     

Cross-section F                          Model 3 31.588890 (36,147) 0.0000 

Chi-square cross-section 400.979854 36 0.0000 
     
     

 

The table above shows the relsults of the Chow telst from model 1 which obtaineld a 

probability value of 0.0000, which means F < 0.05, model 2 which obtained a probability 

value of 0.0007, which means F < 0.05, and modell 3 which obtaineld a probability valuel of 

0.0000, which melans F < 0.05,  so thel FELM test was chosen, so it was continued with the 

Hausman test. 

 

Hausman test 

Table. 3 Hausman Test Results 
     

     

Test Summary                 Model          Chi-Sq. Statistics Chi-Sq. df Prob. 

     

     

Period random                 Model 1 29.229236 2 0.0000 

     
     

Period random                 Model 2 1.380848 1 

0.2400 

 

     

Period random                 Model 3 0.952234 1 0.3292 

     

 
Thel tablel abovel shows that thel Hausman telst relsults from modell 1, model 2 and 

modell 3 chi- squarel > 0.05, so thel RELM telst was choseln, so to find out which telst is belst 

useld in this relselarch, thel lagrangel multiplielr telst was carrield out. 
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Lagrange Multiplier Test 

Table. 4 Lagrange Multiplier Test Results 
    
    
 Test Hypothesis 

                          Model Cross-section Time Both 

    
        

  Model 2 3.434806 3.716791  5.056943 

 (0.0001) (0.0001) (0.0000) 

    
    

  Model 3  3.434806 3.716791  5.056943 

 (0.0003) (0.0001) (0.0000) 

 

Thel tablel abovel shows that thel relsults of thel  lagrangel  multiplielr telst from modell 2 

and modell 3 arel < chi-squarel, so thel RELM telst was choseln, so in this study thel belst telst 

choseln was thel RELM telst. 

 

Multicollinearity Test 

Table. 5 Multicollinearity Test Results 

Model 1 

 

 TA EM 

   
   

TA  1.000000  0.012999 

EM  0.012999  1.000000 

 

Thel tablel abovel shows that thel correllation coelfficielnt valuel beltweleln variablels from 

modell is < 0.98, this is in accordancel with thel delcision critelria of thel multicollinelarity telst, 

so thel variablel data in this study doels not havel multicollinelarity problelms. Model 2 and 

model 3 are not multicollinearity because there is only one x variable. 

F test 

Table. 6 F Test Results 
      
      

 
N          Models F Prob. Explanation 

      
      

 
185       Model 1 3.727591 

 

0.025906 Fit regression model 

      
      

 
185       Model 2 4.647332 

 

0.000000 
 

Fit regression model 

      
      

185       Model 3 30.77921 
 

0.000000 
 

Fit regression model 

     
 

Thel F telst relsults from modell 1 show an F valuel of 3.727591with a probability valuel of 

0.025906, the results of model 2 show an F value of 4.647332 with a probability value of 

0.000000, and thel relsults of modell 3 show an F valuel of 30.77921with a probability valuel of 

0.000000, so all variablels simultanelously elffelct thel bond variablel. 

https://jurnal.unived.ac.id/index.php/er/index


ISSN: 2338-8412 e-ISSN: 2716-4411 

1046| Dinda Olanda, Fenny Marietza ; The Effect Of Tax Avoidance On... 

Test R2 

Table. 7 R2 Test Results 
      
       N        Model Adjusted R-squared. Coefficient of determination 

      
       185       Model 1 

 

 0.028794 
  

2.87% 

      
      185      Model 2 

 

0.090175 
 

9.01% 

      
      185      Model 3 

 

0.0856902 
 

8.56% 

      
      

Thel relsults of modell 1 show an adjusteld R-squarel valuel of 0.028794 (2.87%), which 

shows that thel indelpelndelnt variablel is ablel to elxplain 2.87% of thel delpelndelnt variablel, 

thel relmaining 97.13% is elffelct by othelr factors outsidel this relselarch, thel relsults of 

modell 2 show an adjusteld R-squarel valuel of 0.090175 (9.01%), which shows that thel 

indelpelndelnt variablel is ablel to elxplain 9.01% of thel delpelndelnt variablel, thel relmaining 

90.99% is elffelct by othelr factors outsidel this relselarch, and thel relsults from modell 3 

show an adjusteld R-squarel valuel of 0. 0.0856902 (8.56%), which shows that thel 

indelpelndelnt variablel is ablel to elxplain 8.56% of thel delpelndelnt variablel, thel relmaining 

91.44% is elffelct by othelr factors outsidel this relselarch. 

t test 

Table. 8 t Test Results 

Model 1 
     

     Variable Coefficient Std. Error t-Statistic Prob.   

     
     TA 0.127410 0.043561 2.924859 0.0039 

EM -0.100158 0.779360 -0.128514 0.8979 

C 1.611022 0.152481 10.56541 0.0000 

     
      

Model 2 
     

              Variable Coefficient Std. Error t-Statistic Prob.   

     
     TA 0.002651 0.003780 0.701450 0.4839 

C -0.004491 0.005095 -0.881455 0.3793 

     
      

Model 3 
     

              Variable Coefficient Std. Error t-Statistic Prob.   
     
     EM 0.186785 0.795475 0.234810 0.8147 

C 1.735657 0.036264 47.86134 0.0000 

     
      

Thel relsults of thel t telst modell 2 on thel TA variablel havel a coelfficielnt valuel of 

0.002651with a p-valuel of 0.4839. P-valuel > 0.05, indicating that tax avoidancel has no 

elffelct on firm valuel in manufacturing firm’s listeld on thel IDX for thel 2018-2022 pelriod. Thel 

relsults of modell 3 for thel l ELM variablel, thel coelfficielnt valuel is 0.186785 with a p-valuel of 

0.8147. P-valuel > 0.05, theln thel relsults show that elarnings managelmelnt has no elffelct on 

firm valuel.  
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Sobel test 

Table. 9 Sobel Test Results 

  

Z =  =   

   =  =    

   =   =  = 0.3545 

The sobel test is used to test the mediating effect between variable tax avoidance and firm 

value. In this research, the mediating variable is the earnings management variable. From the 

results of the sobel test, it is known that the z = 0.3545, value z < 1.96 then it shows the result 

that earnings management cannot mediate the effect of tax avoidance on firm value in 

manufacturing firm’s listeld on thel idx for thel 2018-2022 period. 

 

DISCUSSION 

The Effect of Tax Avoidance and Firm Value 

Tax avoidancel is a lelgal activity that aims to minimizel thel tax burdeln without going 

against tax provisions. Baseld on thel relsults of thel relselarch data analysis abovel which 

shows that tax avoidancel as melasureld by CELTR has an elffelct on firm valuel as melasureld 

by Tobins'Q. Thel relsults of this relselarch arel also in linel with prelvious relselarch conducteld 

(Inanda et al., 2018),(Prasetya et al., 2023),(Siew Yee et al., 2018) ) statels that tax avoidancel has 

a no elffelct on firm valuel, thel morel elfforts a firm makels to carry out tax avoidancel, thel 

lowelr thel firm valuel. so H1: is rejected. 

The Effect of Earnings Management and Firm Value 

Baseld on thel relsults of thel relselarch data analysis abovel, it shows that  elarnings 

managelmelnt as melasureld by discreltionary accruals has no elffelct on company valuel. Thel 

relsults of this relselarch arel in linel with prelvious relselarch conducteld (Yorke et al., 2016),(Li, J., 

Wang & Guo, 2017) which statels that elarnings managelmelnt has no elffelct on firm valuel. 

Firm’s that carry out elarnings managelmelnt will relducel thel sharel pricel and markelt valuel of 

a firm. Thel profits gelnelrateld by thel firm arel not thel main considelration for invelstors, so 

firm that practicel elarnings managelmelnt with stratelgiels to increlasel profits will not havel 

an elffelct on thel firm valuel, so H2: is reljelcteld. 
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Earnings Management is Able to Mediate Tax Avoidance on Firm Value 

Baseld on thel relsults of thel relselarch data analysis abovel which shows that elarnings 

managelmelnt has no elffelct on tax avoidancel and firm valuel which is causeld by a z 

valuel <1.96, which melans that elarnings managelmelnt is unablel to meldiatel thel elffelct of tax 

avoidancel on firm valuel. Thel relsults of this relselarch arel contrary to thelory. signal, which 

statels that tax avoidancel can providel a positivel signal to invelstors about managelmelnt's 

ability to gelnelratel high profits, so that this signal can elffelct sharel pricels and firm valuel. 

Howelvelr, by carrying out tax avoidancel and through elarnings managelmelnt practicels, thel 

firm cannot direlctly elffelct thel financial relports in achielving thel delsireld profit targelt, so it 

doels not  elffelct thel firm valuel, so H3: is reljelcteld 

CONCLUSION 

Thel relselarch aims to selel thel elffelct tax avoidancel on firm valuel with elarnings 

managelmelnt as a meldiating variablel, but thel relselarch relsults show that tax avoidancel 

has no effect on firm valuel, and thelrel is no elffelct of elarnings managelmelnt on firm valuel, 

and elarnings managelmelnt cannot bel useld as a meldiating variablel beltweleln tax 

avoidancel on firm valuel. This relselarch focusels on manufacturing firm’s liste ld on 

thel idx for thel 2018-2022 pelriod. Thel samplel useld aftelr melelting thel critelria was 37 

firm’s with a total of 185 obselrvations. 

 

SUGGESTIONS 

The results of this research are that in manufacturing companies tax avoidance 

has no effect on firm value, and in manufacturing companies earnings management 

also has no effect on firm value, and earnings management is unable to become a 

mediating variable between tax avoidance and firm value. So it is hoped that further 

research can add other variables to investigate the effect of tax avoidance on firm value 

and earnings management on firm value, and add other mediating variables, and it is 

hoped that further research can add research samples to get better results. 
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