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Abstract 

This study aims to analyze the effect of tax avoidance on firm value, with corporate risk 
as an intervening variable, among manufacturing companies in the food and beverage 
subsector listed on the Indonesia Stock Exchange during the 2015–2024 period. This 
study employs a quantitative approach using annual financial statements, yielding 171 
observations through purposive sampling. Data analysis was conducted using the Partial 
Least Squares (PLS) method with the assistance of SmartPLS 3. The results indicate that 
tax avoidance has a positive effect on corporate risk and a negative effect on firm value. 
On the other hand, corporate risk does not affect firm value and fails to mediate the 
relationship between tax avoidance and firm value. These findings suggest that the effect 
of tax avoidance on firm value tends to occur directly, while investors appear to place 
greater emphasis on profit prospects than on the level of corporate risk when making 
investment decisions. 
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1. Introduction 

Fundamentally, the primary purpose of establishing a company is to 

maximize profits by optimizing firm value (Wijaya et al., 2020). This has become 

increasingly important because, in recent decades, business competition has 

intensified as the number of new companies has grown. Increasingly fierce 

business competition and the growing discernment of investors are driving 

companies, especially those that have gone public, to compete to increase firm 

value (Mahaetri & Muliati, 2020). 
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A firm value reflects the market’s perception of its performance and future 

prospects, making it a primary consideration for investors in their investment 

decisions (Rahayu & Saifi, 2020). A high firm value indicates the level of investor 

confidence in the company’s ability to generate strong performance and 

prospects. This is evident from the company’s stock market price, which can be 

observed on the stock exchange. A company’s sound condition is reflected in a 

stable stock price that tends to rise. To enhance firm value, one strategy 

companies employ is to optimize the tax burden they will eventually pay 

(Saragih & Rusdi, 2022). 

Tax avoidance is one of the key determinants of a firm value (Wardani & 

Herawati, 2022). Tax avoidance is practiced by companies to minimize the 

amount of taxes they must pay while simultaneously maximizing profits 

(Pramukty et al., 2021). Taxes are viewed as a mandatory burden that can reduce 

the net profits that should be received by company owners, so managers strive 

to find ways to optimize this tax burden. According to Manafe et al.(2025), tax 

avoidance itself is carried out by exploiting legal loopholes or ambiguities in tax 

regulations without explicitly violating the rules. However, aggressive tax 

avoidance practices can reduce a firm value because they lead to financial 

reporting that does not reflect actual conditions. If this aggressive tax avoidance 

continues over time and is eventually uncovered, investors will feel aggrieved 

and perceive the company as uncooperative regarding information transparency, 

leading to a loss of investor confidence that can subsequently reduce the firm 

value (Wardani et al., 2020). 

The phenomenon of a mismatch between earnings and firm value is 

evident in PT Indofood Sukses Makmur Tbk, which reported a 4% increase in 

earnings, yet its stock price fell by 6.67%, followed by a 6.98% decline in the stock 

price of its subsidiary, PT Indofood CBP Sukses Makmur Tbk, due to the market’s 

negative reaction to indications of transfer pricing (Apridinata & Zulvia, 2023). 

This situation indicates that tax practices deemed too aggressive by investors can 

significantly reduce a firm value even as reported profits increase.  

Previous research conducted by Arfiansyah (2020) and Wulandari et al. 

(2023) indicates the positive effect of tax avoidance on firm value. However, 

research conducted by Ismanto & Zulfiara (2020), Yuliandana et al (2021), Lim & 

Vonyka, (2023) and Mangoting et al.(2023) showed a negative effect. The 

discrepancy in previous research results created a research gap, leading to the 

inclusion of corporate risk as an intervening variable. According to Ampriyanti 



 

 

Wardani and Lestari 

 
 

Journal of Accounting and Tax 
Vol. 05 No. 01 Tahun 2026 
ISSN : 3047-6607 (print)│ISSN : 2963-6132 (online) 

 3 

 

& Merkusiwati (2016), long-term tax avoidance practices can have a negative 

impact on firm value because they create risks for the firm. These risks include 

tangible consequences such as interest and fines, as well as reputational damage 

that threatens business continuity, so the emergence of these risks acts as a 

mediator explaining how tax avoidance practices can reduce firm value.  

Although previous studies have extensively examined the relationship 

between tax avoidance and firm value, the findings remain inconsistent. Several 

studies found that tax avoidance increases firm value because it improves after-

tax earnings and cash flow efficiency (Arfiansyah, 2020; Wulandari et al., 2023). 

In contrast, other studies reported that aggressive tax avoidance negatively 

affects firm value due to increased agency conflicts, reputational concerns, and 

reduced transparency perceived by investors (Ismanto & Zulfiara, 2020; Lim & 

Vonyka, 2023; Mangoting et al., 2023). These inconsistent findings indicate that 

the mechanism explaining how tax avoidance influences firm value has not yet 

been fully clarified. 

Most prior studies primarily focused on the direct relationship between 

tax avoidance and firm value, while limited attention has been given to the 

potential mediating role of corporate risk. In practice, aggressive tax avoidance 

strategies may expose firms to legal uncertainty, reputational damage, tax 

sanctions, and financial reporting risks, all of which may influence investors’ 

perceptions and ultimately affect firm value. Therefore, corporate risk is 

considered an important intervening variable because it can explain the indirect 

mechanism through which tax avoidance affects firm value. 

Furthermore, empirical evidence regarding this relationship in the 

Indonesian food and beverage manufacturing sector remains limited. This sector 

is characterized by relatively stable consumer demand, significant contributions 

to national tax revenue, and increasing public scrutiny regarding corporate tax 

practices. The unique characteristics of the food and beverage industry may 

produce different market responses to tax avoidance behavior compared to other 

sectors. Therefore, this study contributes to the literature by examining the 

mediating role of corporate risk in the relationship between tax avoidance and 

firm value specifically in Indonesian food and beverage manufacturing 

companies during the 2015–2024 period. 
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Agency theory 

Agency theory describes the contractual relationship between 

shareholders (principals) and another party (agents), in which the agent 

represents the shareholders’ interests in decision-making (Jensen & Meckling, 

1976). This relationship often has the potential to cause problems, one of which 

is a conflict of interest triggered by information asymmetry. This conflict arises 

when managers do not always act in accordance with the interests of 

shareholders (Ismanto & Zulfiara, 2020). Managers may act based on personal 

interests, such as pursuing bonuses for their own benefit, which conflicts with 

the interests of the owners. In an effort to achieve these goals, managers may 

engage in tax avoidance to reduce the company’s tax burden. However, this 

action carries the potential to create risks that could lower the firm value, 

ultimately harming owners/shareholders. 

Tax Avoidance on Corporate Risk 

Tax avoidance involves minimizing the amount of tax owed by exploiting 

loopholes in tax regulations (Firmansyah & Muliana, 2018). In agency theory, 

there is a conflict of interest between owners and managers. Managers engage in 

tax avoidance to reduce tax liabilities so that the company’s profits appear high 

without considering long-term impacts or investor perceptions (Carolina et al., 

2019). Such practices can create uncertainty regarding tax liabilities, which 

directly increases corporate risk, particularly in the form of legal risk and 

reputational risk that can damage the company’s image in the eyes of investors. 

This aligns with findings that the higher the level of tax avoidance, the greater 

the corporate risk (Yuwono & Mustikasari, 2022; Cao et al., 2021; Yuwono & 

Mustikasari, 2022; dan Hutchens et al., 2024).  

H1: Tax avoidance has a positive effect on corporate risk 

 

Tax Avoidance on Firm Value 

According to Dinah & Darsono (2017), tax avoidance is practiced by 

minimizing reported profits through the deferral of revenue recognition from the 

current period to future periods in order to reduce the company’s tax liability. 

Based on agency theory, managers who possess more information have the 

potential to exploit tax policies for opportunistic gain. Such practices may be 

viewed negatively by investors as the company is perceived as lacking 

transparency. If tax avoidance practices are exposed to the public, this has the 

potential to reduce investor confidence in the company (Wardani et al., 2020). 

This situation leads to a decline in the attractiveness of the stock, which in turn 



 

 

Wardani and Lestari 

 
 

Journal of Accounting and Tax 
Vol. 05 No. 01 Tahun 2026 
ISSN : 3047-6607 (print)│ISSN : 2963-6132 (online) 

 5 

 

results in a decrease in the firm value. This aligns with findings that the higher 

the level of tax avoidance, the lower the firm value (Ismanto & Zulfiara, 2020; 

Yuliandana et al., 2021; Lim & Vonyka, 2023; dan Nebie & Cheng, 2023).  

H2: Tax avoidance has a negative effect on firm value 

 

Corporate Risk on Firm Value 

Corporate risk indicates the potential for a decline in a company’s 

performance as a result of future uncertainty (Sembiring & Sidabutar, 2022). 

From an agency theory perspective, managers may make high-risk decisions that 

do not always align with shareholders’ interests, ultimately creating uncertainty 

regarding the company’s future. If a company is perceived as high-risk, it will 

raise investor concerns about the potential for losses. This situation can reduce 

investor interest in investing capital, thereby leading to a decline in the firm 

value. This aligns with findings that corporate risk has a negative impact on firm 

value Sagara et al. (2018).  

H3: Corporate risk has a negative impact on firm value 

 

Tax avoidance on firm value through corporate risk as an intervening variable 

According to Agency Theory, tax avoidance arises from a conflict of 

interest between managers and shareholders, whereby managers may make 

decisions in their own self-interest even if such decisions could potentially harm 

the company. This opportunistic behavior on the part of managers creates 

uncertainty, as the implementation of corporate tax avoidance strategies has the 

potential to increase the risks the company must bear (Harianti & Hapsari, 2024). 

According to Yuwono & Mustikasari (2022), tax avoidance practices lead to 

future corporate risks, such as reputational risk, financial reporting transparency 

risk, and the risk of a decline in firm value. High corporate risk reduces investor 

confidence, thereby leading to a decline in firm value. This is because companies 

with high corporate risk are perceived by investors as having diminished value 

(Puspitasari & Harori, 2024). Thus, the higher the level of tax avoidance a 

company engages in, the greater the corporate risks it faces, which can reduce 

firm value.  

H4: Tax avoidance has a negative effect on firm value through corporate risk as 

an intervening variable. 

 

2. Research Method 
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This study uses a quantitative method to examine the influence of the 

variables under investigation. The data used consists of secondary data from the 

annual reports of manufacturing companies in the food and beverage subsector 

listed on the Indonesia Stock Exchange (IDX) for the period 2015–2024. The 

population was limited to this subsector because it is one of the manufacturing 

sectors that contributes significantly to economic growth and tax revenue. The 

sampling technique employed was purposive sampling with the following 

criteria: 

Table 1. Sample Criteria 

No. Criteria Total 

1. Manufacturing companies in the food and beverage subsector listed on the 
IDX from 2015 to 2024 

43 

2. Companies that did not publish complete financial statements during the 
2015–2024 period 

(1) 

3. Companies that do not have complete research variable data (2) 

4. Companies that present financial statements in foreign currencies (1) 

5. Companies with negative earnings before tax (19) 

6. Companies with negative net income (1) 

7. Companies that meet the criteria 19 

8. Research data for 10 years  
(19 x 10) 

190 

9. Outlier data (19) 

Total sample  171 

Source: Research data (2026) 

 

The variables used in this study include tax avoidance as the independent 

variable, firm value as the dependent variable, and corporate risk as the 

intervening variable. In addition, this study also uses control variables, namely 

leverage, profitability, and capital intensity. The operational definitions of the 

research variables are presented in the following table: 

Table 2. Variables Measurement 

Variable Formula Reference 

Tax Avoidance 
CETR =

Cash Tax Paid

Earnings Before Tax
 

(Wardani et al., 2020) 

Firm Value 
Torbin′s Q =

MVE + Debt

Total asset
 

(Arfiansyah, 2020) 

Corporate Risk 
Risk =

EBITDA Standard Deviation

Total Company Assets
 

(Paligorova, 2010) 

Leverage 
DER =

Total Liabilities

Total Equity
 

(Wijaya et al., 2020) 
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Profitability 
ROA =

Net Income

Total Assets 
 

(Wijaya et al., 2020) 

Capital Intensity 
IM =

Net Fixed Assets

Total Assets
 

(Awaliyah et al., 2021) 

Source: Research data (2026) 

For the tax avoidance variable, the measurement is based on the Cash 

Effective Tax Rate (CETR) proxy. The CETR reflects the ratio of cash tax 

payments to pre-tax profit. A higher CETR value indicates that a company pays 

a relatively larger amount of taxes, suggesting a lower level of tax avoidance. 

Conversely, a lower CETR value indicates a higher level of tax avoidance (Harjito 

et al., 2022). 

This study employed Structural Equation Modeling–Partial Least Squares 

(SEM-PLS) using SmartPLS 3 software to analyze the relationships among 

variables. The selection of SEM-PLS was based on several methodological 

considerations. First, this study aims to examine both direct and indirect effects 

through the mediating role of corporate risk, making SEM-PLS suitable for 

simultaneously testing complex structural relationships. Second, the sample size 

used in this study is relatively limited, consisting of 171 observations, whereas 

SEM-PLS is considered more robust for small to medium sample sizes compared 

to covariance-based SEM approaches. Third, SEM-PLS does not require strict 

assumptions regarding multivariate normality, making it appropriate for 

financial data that potentially exhibit non-normal distribution characteristics. In 

addition, SEM-PLS is prediction-oriented and capable of maximizing the 

explained variance (R²) of endogenous variables, which aligns with the objective 

of this study to predict the influence of tax avoidance on firm value through 

corporate risk 

 

3. Result and Discussion 

Descriptive Statistics 

Tabel 3. Descriptive Statistics 

Variabel Minimum Maximum Mean Std. Deviation 

Tax Avoidance (X) 0.066 0.662 0.247 0.107 

Firm Value (Y) 0.573 7.404 1.977 1.175 

Corporate Risk (Z) 0.000 0.117 0.023 0.021 

Leverage (control) 0.100 3.069 0.950 0.642 

Profitability (control) 0.006 0.332 0.090 0.054 

Capital Intensity (control) 0.022 0.673 0.357 0.148 

Source: SEM-PLS ver 3, processed, 2026 
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According to Table 3, the tax avoidance variable has a mean of 0.247 with 

a standard deviation of 0.107, indicating an average tax avoidance rate of 24.7%. 

The firm value variable has a mean of 1.977 with a standard deviation of 1.175, 

while corporate risk has a mean of 0.023 with a standard deviation of 0.021. 

Among the control variables, leverage shows a mean of 0.950 with a standard 

deviation of 0.642, profitability of 0.090 with a standard deviation of 0.054, and 

capital intensity of 0.357 with a standard deviation of 0.148. Overall, since the 

mean values of all variables are greater than their standard deviations, the data 

in the sample of manufacturing companies in the food and beverage subsector 

indicates a low level of variability and a distribution that tends to be even. 

 

SEM-PLS Analysis 
This analysis consists of two research models, Outer Model and Inner 

Model. The initial research model is shown in Figure 2 below: 

Figure 1. Structural Research Model 

 

Source: SEM-PLS ver 3, processed, 2026 
 

Outer Model Measurement  
Tabel 4. Results of the Reliability and Validity Test (Outer Model) 

Variabel Loading 
Factor 

AVE Composite 
Reliability 

Cronbach's 
Alpha 

Tax Avoidance (X) > 0,70 1,000 1,000 1,000 

Firm Value (Y) > 0,70 1,000 1,000 1,000 

Corporate Risk (Z) > 0,70 1,000 1,000 1,000 

Leverage (control) > 0,70 1,000 1,000 1,000 

Profitability (control) > 0,70 1,000 1,000 1,000 

Capital Intensity (control) > 0,70 1,000 1,000 1,000 

Source: SEM-PLS ver 3, processed, 2026 

Based on the test results in Table 4, it can be seen that all variables in the 
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study were deemed valid because their outer loadings exceeded the threshold of 

0.70. The Average Variance Extracted (AVE) values also indicate that all values 

are above 0.50, thus meeting the criteria for convergent validity. Meanwhile, the 

reliability test results show that all variables have Cronbach’s Alpha and 

Composite Reliability values above 0.70. This indicates that all tested variables 

possess adequate validity and reliability, making them suitable for further 

analysis. 

 

Inner Model Measurement  
Tabel 5. R-Square Test 

Variabel Endogen R-Square 

Corporate Risk 0.047 

Firm Value 0.493 

Source: SEM-PLS ver 3, processed, 2026 

The test results presented in Table 5 show that the R-Square value for the 

corporate risk variable is 0.047, meaning that tax avoidance accounts for only 

4.7% of the variation in corporate risk, while the remaining 95.3% is influenced 

by other factors outside the research model. For the firm value variable, an R-

Square value of 0.493 was obtained, indicating that tax avoidance, firm risk, and 

control variables such as leverage, profitability, and capital intensity account for 

49.3% of the variation in firm value, while the remaining 50.7% is influenced by 

other factors outside the research model. 

 

Tabel 6. Q-Square Test 
Variabel Endogen Q-Square 

Corporate Risk 0.059 

Firm Value 0.383 

Source: SEM-PLS ver 3, processed, 2026 

Based on the test results in Table 6, it can be seen that the corporate risk 

value of 0.059 indicates that the corporate risk variable, which is influenced by 

tax avoidance, can predict the model well, as it has a Q² value > 0. Furthermore, 

the firm value of 0.383 indicates that the firm value variable influenced by tax 

avoidance, corporate risk, as well as the control variables of leverage, 

profitability, and capital intensity can effectively predict the model, as it yields a 

Q² value > 0. 

 

Hypothesis testing and discussion 

The testing was conducted using the Partial Least Squares (PLS) approach 
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with bootstrapping to assess direct and indirect effects. Hypotheses were 

accepted based on a t-statistic > 1.98 and a p-value < 0.05. 

 

Results of the Direct Effect 

Tabel 7. Results of the hypothesis test for the direct effect 
 

Original 
Sample (O) 

Sample 
Mean (M) 

Standard 
Deviation 
(STDEV) 

T Statistics 
(|O/STDEV

|) 

P 
Values 

Tax Avoidance -> 
Corporate Risk 

-0.216 -0.218 0.061 3.515 0.000 

Tax Avoidance -> 
Firm Value 

0.198 0.194 0.083 2.392 0.017 

Corporate Risk -> 
Firm Value 

-0.061 -0.078 0.090 0.670 0.503 

Controllable 
Variables 

     

Leverage -> Firm 
Value 

0.086 0.085 0.062 1.382 0.168 

Profitability -> 
Firm Value 

0.771 0.779 0.069 11.219 0.000 

Capital Intensity -> 
Firm Value 

0.241 0.242 0.050 4.824 0.000 

Source: SEM-PLS ver 3, processed, 2026 

The Effect of Tax Avoidance on Corporate Risk 

Based on the results of the hypothesis testing, tax avoidance has a 

significant effect on corporate risk. This is indicated by a path coefficient of -0.216, 

with a T-statistic of 3.722 and a p-value of 0.000. The negative value of the path 

coefficient actually indicates a positive relationship because the use of CETR as a 

proxy for tax avoidance follows a reverse measurement logic, where a decrease 

in the CETR value reflects an increase in tax avoidance activity, which ultimately 

leads to an increase in corporate risk. Thus, H1 in this study is accepted.  

These findings indicate that when companies engage in aggressive tax 

avoidance practices, they face increased corporate risk, such as legal and 

reputational risk. Complex strategies and the exploitation of legal loopholes to 

reduce tax liabilities create uncertainty in tax policy, thereby putting companies 

at risk of becoming the target of investigations or sanctions. The impact of these 

risks can not only disrupt operational stability but also damage the company’s 

image and public trust. Managers may utilize policies and specific accounting 

methods to reduce taxable income and profits by optimizing deductible 

expenses, thereby lowering the company’s tax burden (Firmansyah & Muliana, 

2018). This situation aligns with agency theory, where there is a conflict of interest 
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between managers and shareholders. Managers have the authority to determine 

tax policies, while shareholders only receive information from the reports 

presented by the company. When aggressive tax avoidance practices are 

employed, it results in reduced transparency of information, making it difficult 

for shareholders to assess the company’s actual condition. This situation can 

increase uncertainty regarding future performance and cash flows, and if 

detected by tax authorities, it may lead to potential legal risk in the future.  

These findings are supported by Cao et al.(2021), who state that exploiting 

regulatory loopholes in tax strategies can lead to erratic corporate cash flows, 

thereby triggering uncertainty regarding future returns and increasing corporate 

risk. This study is also consistent with Hutchens et al.(2024), who state that tax 

avoidance can provide benefits to a company’s cash flow. However, such actions 

still have the potential to create uncertainty regarding future financial conditions 

due to the risk associated with these practices. 

 

The Effect of Tax Avoidance on Firm Value 

Based on the results of the hypothesis testing, it was found that tax 

avoidance has a significant effect on firm value. This is indicated by a path 

coefficient of 0.198, with a T-statistic of 2.402 and a p-value of 0.017. The positive 

value of the path coefficient actually indicates a negative relationship because the 

use of CETR as a proxy for tax avoidance follows a reverse measurement logic, 

where a decrease in the CETR value reflects an increase in tax avoidance 

activities, which ultimately impacts a decrease in firm value. Thus, H2 in this 

study is accepted. 

These findings indicate that investors tend to respond negatively to 

companies that engage in aggressive tax avoidance. Such practices are not 

viewed as cost-efficiency measures, but rather as actions reflecting management 

interests that are not fully aligned with those of shareholders. This is consistent 

with agency theory, which explains the existence of a conflict of interest between 

managers and shareholders, where managers have the opportunity to act 

opportunistically through corporate policies within their authority. Information 

asymmetry between the two parties can also influence how investors evaluate 

the company.  

These findings are supported by Yuliandana et al. (2021), who state that 

tax avoidance has a negative impact on firm value. These results indicate that tax 

avoidance practices can lead to opportunistic management behavior and increase 

information asymmetry due to financial statements that do not fully reflect the 
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company’s actual condition. This situation leads to a decline in investor 

confidence in investing their capital and subsequently impacts the firm value, as 

reflected in the company's stock price. Additionally, studies by Yee et al. (2018) 

and Mahaetri & Muliati (2020) found that tax avoidance practices can generate 

agency costs that result in a decline in firm value. The emergence of agency costs 

means that shareholders do not fully benefit from tax savings, so tax avoidance 

practices actually contribute to a decline in firm value. These findings are 

reinforced by the research of Nebie & Cheng (2023), which states that the greater 

a company’s efforts at tax avoidance, the lower the value the company obtains. 

 

The Effect of Corporate Risk on Firm Value 

Based on the results of the hypothesis testing, it appears that corporate 

risk does not have a significant effect on firm value. This is indicated by a path 

coefficient of -0.061 with a T-statistic of 0.670 and a p-value of 0.503. Although 

the path coefficient indicates a negative direction as expected, corporate risk does 

not influence firm value, thus hypothesis H3 is rejected. 

This finding suggests that the level of corporate risk is not a major 

consideration for investors when making investment decisions. Investors view 

risk as a normal part of business operations as long as the company remains 

capable of generating stable profits. Agency theory does not support these 

research findings. Although it was initially predicted that a conflict of interest 

would arise, where managers tend to adopt risky policies for personal gain, while 

shareholders prioritize long-term security and avoid risks that could lead to 

uncertainty. However, the research findings demonstrate that such conflicts of 

interest do not trigger a negative response from investors. This indicates that 

investors do not view the risks created by managers as a threat that harms the 

company as a whole.  

This finding is supported by the research of Pebrianti et al. (2022), which 

explains that the level of a corporation's risk does not have a direct impact on 

investor decisions in the market. Stock performance is not influenced by changes 

in systematic risk or economic conditions, so managers’ policies in managing risk 

do not become a determining factor in investors’ investment interest. These 

research results align with Atmaja (2020), who showed that an increase or 

decrease in risk does not have a tangible impact on fluctuations in a firm value. 

This is because investors tend to continue purchasing stocks even when facing 

varying levels of systematic risk in the market. 

 

Results of the Indirect Effect 
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Tabel 8. Results of the hypothesis test for the indirect effect 

 
 
  

Original 
Sample (O) 

Sample 
Mean (M) 

Standard 
Deviation 
(STDEV) 

T Statistics 
(|O/STDEV|) 

P 
Values 

Tax Avoidance -> 
Corporate Risk -> 
Firm Value 

0.013 0.017 0.021 0.629 0.529 

Source: Data processed using SEM-PLS (2026) 

Tax avoidance affects firm value through corporate risk as an intervening 

variable 

Based on the results of the hypothesis testing, it appears that tax avoidance 

does not have a significant effect on firm value with corporate risk as an 

intervening variable. This is indicated by a path coefficient of 0.013 with a T-

statistic of 0.629 and a p-value of 0.529, thus the H4 hypothesis in this study is 

rejected. 

This finding indicates that tax avoidance by companies does not create a 

perception of risk that could influence investors’ decisions in valuing the 

company’s stock price. The results of this study indicate a discrepancy with 

agency theory, which governs the relationship between managers and 

shareholders. Tax avoidance practices carried out by managers are perceived as 

risky by shareholders. However, in this study, shareholders do not view such 

managerial actions as a threat. This is because shareholders perceive the 

managers’ policies as operating within safe parameters, so corporate risk has no 

impact on market valuation or firm value.  

Tax avoidance practices are viewed as legally permissible actions 

(Harianti & Hapsari, 2024). As long as managers merely exploit existing 

regulatory loopholes, shareholders do not perceive any risk worth worrying 

about. Furthermore, this practice is viewed as still within reasonable limits, so 

investors do not alter their assessments of the company’s stock price (Martina et 

al., 2022). Consequently, corporate risk fails to serve as a mediator between tax 

avoidance and firm value. This is because investors focus more on the benefits of 

tax savings rather than worrying about their impact.  

 

4. Conclusion  

Based on the results of the analysis and discussion, it can be concluded 

that tax avoidance practices have a positive effect on corporate risk and a 

negative effect on firm value. Specifically, aggressive tax avoidance tends to 
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increase corporate risk because it creates uncertainty regarding future cash flows 

and information asymmetry between managers and shareholders. On the other 

hand, investors tend to respond negatively to aggressive tax avoidance activities 

because they are perceived as a form of managerial behavior that prioritizes 

personal interests over cost savings, thereby leading to a decline in firm value. 

Unfortunately, this study also found that corporate risk has no effect on firm 

value and cannot serve as a mediating variable in the relationship between tax 

avoidance and firm value. This indicates that investors currently tend to be 

neutral toward operational risk as long as the firm remains capable of generating 

stable profits, and prioritize the direct benefits of tax efficiency over concerns 

about its risk impact.  

A limitation of this study lies in the measurement of corporate risk, which 

relies on a single proxy measure, namely risk calculated using the formula of 

EBITDA standard deviation divided by total company assets. The use of this 

single proxy is suspected to be one of the reasons why no effect of corporate risk 

on firm value was found, as it has not been able to fully represent corporate risk. 

Therefore, future research is advised to use a more diverse range of corporate 

risk proxies, such as tax risk or other risk measures. The use of these alternative 

proxies is expected to provide a more comprehensive picture of risk and allow 

for different research results regarding the effect of corporate risk on firm value. 
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