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Abstract 

This study aims to analyze the influence of profitability, profit changes, profit 

management, and tax management on firm value in manufacturing companies listed 

on the Indonesia Stock Exchange (IDX). Firm value is an important indicator 

reflecting shareholder welfare and is a primary consideration for investors in making 

investment decisions. Internal factors such as a company's ability to generate profits, 

the dynamics of profit changes, profit management practices, and tax management 

strategies are suspected to play a role in influencing firm value. This research method 

applies a quantitative approach by using a data sample of 220 manufacturing 

companies on the IDX using sampling techniques, taking several things into 

consideration, and analyzing data using SPSS 20. The independent variables in this 

study are profitability, earnings changes, earnings management, and tax management, 

while the dependent variable is firm value. Based on the data analysis, this study found 

that profitability and earnings changes have a positive influence on firm value. In 

addition, earnings management and tax management showed a negative influence on 

firm value. 
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INTRODUCTION 

Efficient management of its resources can be reflected in the company's value. Stock 

price is an important aspect that investors must consider when making investment decisions, 

as it reflects a company's performance. The higher the stock price, the greater the company's 

value (Pertiwi & Chusnah, 2020). A company with a high corporate value certainly offers 

many advantages or benefits, including easy access to funding from capital markets or 

financial institutions and the ability to obtain an optimal selling price when sold (Ekadjaja & 

Dewi, 2021). Therefore, the various factors influencing corporate value are an important 

topic for research, particularly in the context of capital markets and financial management. 

One factor influencing company value is profitability, which is used to assess a 

company's ability to generate profits through the utilization of its resources, such as assets, 

equity, and sales. A higher level of profitability indicates that the company is able to manage 

its resources efficiently and effectively to achieve profits. Based on signaling theory, high 

profitability reflects a company's positive future prospects, which will have a positive impact 

on investors. This encourages investor interest in purchasing the company's shares, thereby 

increasing market demand. This increased demand will impact share prices, which ultimately 

boosts the company's value (Huriquduq, 2022). 

Profit itself is the primary goal to be achieved in every business activity and also 

serves as an important indicator for investors in assessing a company's economic viability. 

Therefore, every company naturally expects sustainable profit growth from year to year. 

Increasing profits is a crucial factor that can attract investors, as investors tend to invest in 

companies with a proven track record of generating profits. As a return on this investment, 

investors will receive profits, which are generally distributed in the form of dividends 

(Tobing, 2019). 

To avoid bankruptcy and maintain financial stability, companies need to implement 

earnings management as a preventative measure against the worst-case scenario. Earnings 

management functions as a continuous monitoring of the income statement while integrating 

this monitoring process into the financial reporting system (Wulandari & Ayem, 2022). This 

earnings management practice can create a positive perception of managerial performance, 

thereby increasing the trust of both owners and potential investors. Thus, this earnings 

management practice can give the impression that the company's performance is improving, 

which can ultimately impact the company's value (Holly et al., 2023). 

Tax management is an effort used to properly fulfill tax obligations while maintaining 

a focus on minimizing the amount of tax payable. This aims to ensure the company achieves 

the profit and liquidity levels expected by management. This management is carried out 

legally and in accordance with tax laws, thereby minimizing the tax burden without violating 

applicable regulations (Pratiwi, 2019). 

These phenomena confirm that the combination of financial performance, reporting 

transparency, and appropriate tax policies are crucial factors in shaping a company's value in 

the capital market. Research on the influence of profitability, earnings changes, earnings 

management, and tax management on firm value is similar to research conducted by (Ayem 
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& Nugroho, 2016); (Wulandari & Ayem, 2022); (Putry & Murni, 2022); (Armila, 2022); and 

(Yuliandana et al., 2021). 

 

REVIEW OF LITERATURE 

Agency Theory  

Agency theory was introduced by Jensen and Meckling in 1976, explaining the 

contractual relationship between shareholders (principals) and managers (agents). The 

principal entrusts the management of company resources to the agent with the expectation 

that the agent will act to improve the principal's welfare (Wulandari & Ardana, 2018). By 

increasing profitability, maintaining company growth, and providing information openly and 

transparently, investors will view managers positively and tend to increase their investment. 

However, if managers are perceived as opportunistic or engaging in actions detrimental to 

shareholders, such as earnings management practices, investor confidence will decline and 

can result in a decline in company value (Maryadi & Djohar, 2022). 

The Theory of Planned Behavior (TPB)  

The Theory of Planned Behavior (TPB), proposed by Icek Ajzen in 1991, explains 

that a person's behavior is determined by their intention to perform an action. This intention 

is influenced by three main factors: attitude toward the behavior, subjective norms, and 

perceived behavioral control (Ummaroh, 2019).TPB can be used to explain why managers 

engage in tax management, as these actions can be influenced by attitudes toward the 

expected benefits of increasing company value, environmental norms (pressure from 

superiors, investors, or external parties), and perceptions of the ability and opportunity to 

influence the company's financial statements or tax policies (Yusuf et al., 2025). 

The Influence of Profitability on Company Value 

The relationship between profitability and firm value can be explained through 

agency theory. This theory describes a contractual relationship between shareholders as 

principals and managers as agents. Shareholders entrust managers with the management of 

the company, hoping that managers will act in the best interests of the owners, namely, 

maximizing the company's value. However, in practice, agency conflicts often arise because 

managers may have differing personal goals, such as pursuing bonuses, positions, or job 

security. 

Profitability is one of the primary metrics used by owners and investors to assess the 

extent to which management effectively carries out its responsibilities. High profitability 

indicates that managers have successfully managed company resources efficiently and 

generated maximum profits. This condition will increase shareholder confidence in 

management's performance, ultimately helping to optimize the company's value (Wulandari 

& Ayem, 2022). 

H1: Profitability has a positive effect on company value. 
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The Effect of Changes in Profit on Company Value 

Profit changes reflect the difference in the amount of profit a company earns from 

one period to the next. This change reflects the development of the company's financial 

performance and is a key indicator for investors in assessing the company's ability to generate 

sustainable profits. Increased profits indicate that the company is able to improve operational 

efficiency, manage costs well, and has positive business prospects for the future. This 

condition will increase investor confidence in the company, thereby driving up its share price 

and ultimately increasing the company's value (Baha, 2021). 

Increasing profit changes indicate that managers are able to improve operational 

efficiency and manage the company's resources effectively, resulting in better financial 

performance compared to the previous period. This profit increase will send a positive signal 

to the market that the company has good future growth prospects, which will ultimately 

increase the company's value (Tobing, 2019). 

H2: Changes in profit have a positive effect on firm value. 

The Influence of Earnings Management on Company Value 

Earnings management is an action taken by managers to influence financial 

statements for a specific purpose, either through accounting policies or operational decisions, 

without changing the company's underlying economic conditions. This practice can be 

carried out to create the impression that the company's performance is stable or better than it 

actually is (Saragih & Rusdi, 2024). 

Eiarnings manageimeint occurs whein manageirs atteimpt to influeincei thei profit figureis 

in financial reiports to achieivei ceirtain targeits, such as obtaining bonuseis, maintaining 

positions, or meieiting markeit eixpeictations. In thei short teirm, this practicei can creiatei thei 

illusion of good peirformancei, which can increiasei inveistor confideincei and drivei company 

valuei upwards. Howeiveir, in thei long teirm, if this practicei is opportunistic and eixposeid to thei 

public, inveistor confideincei will deiclinei beicausei reiporteid eiarnings arei misleiading, as thei 

financial stateimeints do not reifleict thei truei situation. Conseiqueintly, sharei priceis can deiclinei 

and thei company's valuei can deicreiasei (Putri, 2019). 

H3: Eiarnings manageimeint has a neigativei eiffeict on firm valuei. 

The Influence of Tax Management on Company Value 

Tax manageimeint is a company's eiffort to managei its tax burdein so that it doeis not 

eixceieid thei amount payablei in accordancei with applicablei tax reigulations (Afifah & Hasymi, 

2020). Thei primary objeictivei of tax manageimeint is to leigally minimizei thei tax burdein (tax 

savings) to increiasei thei company's neit profit. Increiaseid profits reisulting from tax eifficieincy 

will streingthein thei company's financial position, improvei shareiholdeir weilfarei, and ultimateily 

havei a positivei impact on thei company's valuei (Sari & Puspa, 2023). 

Manageirs' attitudeis toward tax manageimeint arei shapeid by thei beilieif that tax savings 

can providei beineifits in thei form of increiaseid neit profit afteir tax. Whein manageirs vieiw tax 

manageimeint as a strateigic and leigally valid steip to improvei financial eifficieincy, theiy havei a 

reisponsibility to eiffeictiveily utilizei company reisourceis and improvei peirformancei to increiasei 

company valuei (Sari & Puspa, 2023). 



Indonesiain Interdisciplinairy Journail of Shairiai Economics (IIJSE)                Vol. 9. No. 2 (2026)  

e-ISSN: 2621-606X        Paige: 17780-17791 
 

The Effect of Profitability, Profit Changes, Profit Management….. 17784 

 

H4: Tax manageimeint has a positivei eiffeict on firm valuei. 

 

 

 

 

 

 

 

 

 

 

Figure 1 

Research Framework 

 

RESEARCH METHOD 

Types of Research 

In thei curreint reiseiarch, thei meithod useid is quantitativei deiscriptivei. Quantitativei 

deiscription is appropriatei for this reiport beicausei it allows reiseiarcheirs to meiasurei, comparei, 

and ideintify patteirns in financial data, which can heilp uncoveir frauduleint practiceis and takei 

appropriatei action to preiveint theim. Thei figureis in this study arei useid to analyzei wheitheir theirei 

is a reilationship beitweiein thei variableis useid and to draw conclusions baseid on thei reisults of 

thei data proceissing. 

Population and Sample 

Thei population useid in this study is manufacturing companieis listeid on thei Indoneisia 

Stock Eixchangei during thei peiriod 2020-2024. Thei author chosei manufacturing companieis 

beicausei theiy havei stablei characteiristics in financial reiporting and opeirational activitieis, 

making theim reileivant for eixamining thei factors influeincing company valuei. Thei samplei 

criteiria useid for this study weirei thei following: 1) Publicly listeid manufacturing companieis 

that havei neiveir beiein deilisteid and arei listeid on thei Indoneisia Stock Eixchangei beitweiein 2020 

and 2024. 2) Publisheid annual financial reiports for 2020, and 2024 on thei IDX weibsitei 

(www.idx.co.id) or through thei company's official weibsitei. 3) Data colleicteid from thei 

companieis arei financial reiports for thei yeiars eindeid Deiceimbeir 31, 2020 and 2024, and contain 

compleitei information. 4) Financial reiports arei publisheid in Rupiah, so theirei arei no eixchangei 

ratei diffeireinceis whein preiseinteid in otheir curreincieis. 5) Financial reiport data is preiseinteid 

compleiteily and meieits all thei criteiria useid in thei study, nameily profitability, eiarnings changeis, 

eiarnings manageimeint, tax manageimeint, and firm valuei. 

 

Profitability (H1) 

Tax Management (H4) 

Changes in Earnings (H2) 

Earnings Management (H3) 

firm value 

H1(+) 

H4(+) 

H3(-) 

H2(+) 
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Data Collection Technique 

This reiseiarch useis seicondary data, nameily data alreiady availablei and colleicteid by 

otheir partieis, which thei reiseiarcheir thein useis for furtheir analysis in accordancei with thei 

reiseiarch objeictiveis. Seicondary data is a sourcei of reiseiarch data obtaineid indireictly through 

inteirmeidiary meidia such as documeints, reiports, and official publications. Data colleiction in 

this study useis seicondary data, nameily thei annual financial reiports of manufacturing 

companieis listeid on thei Indoneisia Stock Eixchangei (IDX) for thei peiriod 2020-2024. This data 

was obtaineid from thei official IDX weibsitei (www.idx.co.id) and from thei official weibsiteis 

of eiach company that publisheis its annual reiport. 

Variable Operational 

Firm Value (Y) 

Company valuei reifleicts how weill and eifficieintly manageimeint manageis its reisourceis. 

Company valuei is usually reifleicteid in thei stock pricei on thei markeit. Stock pricei is an 

important aspeict that inveistors must consideir whein making inveistmeint deicisions, as it can 

reifleict a company's peirformancei. Thei higheir thei stock pricei, thei greiateir thei company's valuei 

(Peirtiwi & Chusnah, 2020). 

According to Holly eit al. (2023), this study useis thei following Pricei to Book Valuei (PBV) 

formula: 

Pricei to Book Valuei (PBV) = Stock Pricei peir Sharei 

 Book Valuei peir Sharei 

Profitability (X1) 

Profitability is a company's ability to geineiratei profits from its opeirational activitieis 

during a speicific peiriod by utilizing its reisourceis eifficieintly and eiffeictiveily (Tijow eit al., 2018). 

High profitability reifleicts a company's positivei futurei prospeicts, which will providei good reiturns 

to inveistors. This eincourageis inveistor inteireist in purchasing thei company's shareis, theireiby 

increiasing markeit deimand (Baha, 2021). In reiseiarch by Kusumaningrum & Iswara (2022), 

profitability can bei meiasureid using thei formula: 

Reiturn on Asseits (ROA) = Neit profit X 100% 

 Total asseits 

Changes In Earnings (X2)  

According to Baha (2021), changeis in profit arei reifleicteid in stock pricei fluctuations on 

thei capital markeit. Changeis in profit, duei to fluctuations in eiarnings or fluctuations in company 

saleis reiveinuei, can influeincei inveistor inteireist in making inveistmeint deicisions. Increiasing profits 

is a crucial factor that can attract inveistor inteireist, as inveistors teind to inveist in companieis that 

havei provein profitablei peirformancei. This is a reiturn on inveistmeint (Tobing, 2019). Baha (2021) 

reiseiarch reiveials that changeis in profit can bei meiasureid using thei formula: 

Changei in Profit = Curreint Yeiar's Neit Profit - Last Yeiar's Neit Profit 

 Last Yeiar's Neit Profit 
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Earnings Management (X3) 

According to Heialy & Wahlein (1999), eiarnings manageimeint occurs whein manageirs 

usei speicific policieis and consideirations in thei financial reiporting proceiss and transaction 

arrangeimeints with thei aim of alteiring thei financial stateimeints, eiitheir to misreipreiseint thei 

company's eiconomic peirformancei to stakeiholdeirs or to influeincei contractual outcomeis baseid on 

reiporteid accounting figureis. In a study by Ramadhoni eit al. (2023), eiarnings manageimeint can bei 

meiasureid through discreitionary accruals, which arei calculateid by subtracting total accruals 

(TACC) from nondiscreitionary accruals (NDACC): 

TACcit = NIit – CFOit 

Information : 

TACcit   = total accruals of company i in peiriod t 

NIit          = Company i's profit beiforei eixtraordinary iteims in yeiar t 

CFOit      = cash flow from opeirating activitieis of company i in yeiar t 

Thein, thei total accruals valuei eistimateid using thei OLS reigreission eiquation is as follows: 

TAit

Ait−1
= β1 (

1

Ait−1
) + β2 (

∆REiVit

Ait−1
) + β3 (

PPEiit

Ait−1
) + ε 

From thei reigreission eiquation abovei, nondiscreitionary accruals (NDA) can bei calculateid by rei-

einteiring thei obtaineid coeifficieints. 

NDAit = β1 (
1

Ait−1
) + β2 (

∆REiVit

Ait−1
− 

∆REiCit

Ait−1
) + β3 (

PPEiit

Ait−1
) 

Thei final steip in calculating discreitionary accrual (DA) is thei formula for eiarnings manageimeint, 

as follows: 

DAit =
TAit

Ait−1
− NDAit 

Information : 

DAit        = Discreitionary accruals of company i in peiriod yeiar t 

NDAit     = Nondiscreitionary accruals of company i in peiriod yeiar t 

TAit        = Total accrual of company i in peiriod yeiar t 

Ait−1       =  Total asseits of company i in yeiar peiriod t 

∆REiVit    = Company i's reiveinuei in yeiar t minus company i's reiveinuei in yeiar t-1 

∆REiCit    = Accounts reiceiivablei of company i in yeiar t minus accounts reiceiivablei of 

company i in yeiar t-1 

PPEiit       = Total tangiblei fixeid asseits of company i in peiriod yeiar t 

ε               = Eiror 
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Tax Management (X4) 

Tax manageimeint is an eiffort useid to propeirly fulfill tax obligations whilei still 

focusing on minimizing thei amount of tax payablei. This aims to einsurei thei company achieiveis 

thei profit and liquidity leiveils eixpeicteid by manageimeint. This manageimeint is carrieid out 

through leigal meians and in accordancei with tax laws, theireiby minimizing thei tax burdein 

without violating applicablei reigulations (Pratiwi, 2019). 

In a study by Putry & Murni (2022), tax manageimeint can bei meiasureid using thei 

Eiffeictivei Tax Ratei (EiTR) to calculatei a company's leiveil of tax manageimeint or tax 

aggreissiveineiss: 

CEiTR              = Cash Taxeis Paid 

 Prei-tax Incomei 

 

RESULTS AND DISCUSSION 

This study useid a samplei of 44 manufacturing companieis that produceid a total of 220 

annual reiports during thei obseirvation peiriod of 2020–2024. This data was useid to analyzei 

thei variableis of firm valuei, profitability, eiarnings changeis, eiarnings manageimeint, and tax 

manageimeint. Firm valuei reifleicts markeit peirceiptions of a company's peirformancei and 

prospeicts, whilei profitability and eiarnings changeis reifleict a company's ability to geineiratei 

sustainablei financial peirformancei. Meianwhilei, eiarnings manageimeint and tax manageimeint 

arei undeirstood as manageirial policieis that havei thei poteintial to influeincei financial reiports 

and inveistor peirceiptions. 

Determination Coefficient Test (R2) 

Tablei 1  

Coeifficieint of Deiteirmination Teist Reisults 

 

 

 

 

Baseid on thei tablei abovei, thei R-squarei valuei of 0.271 indicateis that 27.1% of thei variableis, 

which arei profitability, profit changeis, profit manageimeint, and tax manageimeint, 

simultaneiously influeincei company valuei. Thei reimaining 72.9% is influeinceid by otheir 

eixteirnal factors outsidei thei scopei of thei study. 

  

Modeil R R Squarei Adjusteid R 

                      Squarei  

Std. Eirror of thei 

Eistimatei  

1 .521a .271 .257 .81217 

Sourcei: SPSS 20 data proceissing reisults, 2026   
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Model Test (Goodness of Fit Test) 

Tablei 2  

Fit Teist 

Modeil Sum of 

          Squareis  

df Meian 

Squarei  

F Sig. 

Reigreissi 

on 

 

52.704 
 

4 
 

13.176 
 

19.975 
 

.000b 

1      

Reisidual 141.817 215 .660   

Total 194.521 219    

Sourcei: SPSS 20 data proceissing reisults, 2026 

 

Thei calculateid F valuei has a significancei leiveil of 0.000. Sincei thei significancei valuei 

is much leiss than 0.05, it can bei concludeid that thei variableis simultaneiously havei a 

significant eiffeict on firm valuei. Theireiforei, this reigreission modeil meieits thei goodneiss of fit 

reiquireimeints for preidicting firm valuei. 

Individual Parameter Significance Test (T Test) 

Tablei 3   

T-teist 

Modeil Unstandardizeid 

Coeifficieints 

Standardizeid 

Coeifficieints 

t Sig. 

 B Std. Eirror Beita   

(Constant)  

-1.606 
 

.823 

  

-1.952 
 

.052 

LN_X1 .640 .073 .524 8.782 .000 
1      

LN_X2 .289 .307 .056 .940 .348 

LN_X3 -.767 1.038 -.044 -.739 .461 

LN_X4 -.169 .063 -.160 -2.671 .008 

Sourcei: SPSS 20 data proceissing reisults, 2026    

 

In accordancei with Tablei 3, it shows that thei significancei valuei for thei indeipeindeint 

variablei must bei smalleir than 0.05 so that theirei arei thei following reisults: 

1. Profitability has a significancei valuei of 0.000, which is far beilow thei standard of 0.05. 

Profitability has a positivei and significant eiffeict on company valuei. 

2. Thei changei in profit obtaineid was 0.348 (greiateir than 0.05). Changei in profit did not 

havei a significant eiffeict on company valuei. 

3. Eiarnings manageimeint reicordeid a significancei valuei of 0.461 (greiateir than 0.05). This 

low influeincei indicateis that eiarnings manageimeint (accruals) practiceis carrieid out by 
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manageirs arei not cleiarly peirceiiveid by thei markeit as adding or reiducing valuei to thei 

company. 

4. Tax manageimeint reicordeid a significancei valuei of 0.008 (beilow 0.05). Tax Manageimeint 

has a neigativei and significant eiffeict on firm valuei. 

 

CONCLUSION 

This study deimonstrateis thei influeincei of profitability, eiarnings changeis, eiarnings 

manageimeint, and tax manageimeint on firm valuei in thei manufacturing seictor on thei Indoneisia 

Stock Eixchangei (IDX) from 2020 to 2024. Through multiplei lineiar reigreission analysis, this 

study eixamineis 220 financial stateimeint data seits to eimpirically deimonstratei thei reilationship 

beitweiein theisei variableis. Thei reisults deimonstratei that profitability has a positivei and 

significant influeincei on firm valuei. This indicateis that thei markeit placeis a high valuei on an 

eintity's ability to geineiratei opeirating profit, which is a keiy indicator of a company's 

fundameintal heialth. Tax manageimeint has a neigativei and significant influeincei on firm valuei. 

This finding implieis that inveistors peirceiivei tax aggreissiveineiss as a long-teirm risk, reisulting 

in eifforts to reiducei thei tax burdein eixceissiveily, which in turn reiduceis thei eintity's valuei in thei 

public eiyei. Eiarnings Changeis and Eiarnings Manageimeint is shown to havei no significant 

influeincei on firm valuei. This indicateis that thei markeit teinds to ignorei short-teirm eiarnings 

and accrual manipulation, focusing morei on reial and sustainablei profitability peirformancei. 

Baseid on thei conclusions abovei, thei reiseiarcheir suggeists that futurei reiseiarcheirs add otheir 

variableis such as corporatei goveirnancei, policy, divideinds, or firm sizei. 
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