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The Impact of External Audit Quality on the relationship between Tax
Avoidance and Firm Value

"Experimental study on Egyption joint stock companies ”

Abstract

This study aims to investigate whether the relationship between tax
avoidance and firm value practices in the Egyption Listed Companies is
impacted by the External Audit Quality. Therefore, this study aims to
answer the following questions: 1) What are the impacts of tax avoidance
on firm value practices in the Egyptian Listed Companies?. 2) What are the
impacts of the external audit quality on the relationship between tax
avoidance and firm value practices in the Egyptian Listed Companies?, In
order to test the hypotheses, the researcher relied on Tobin’s Q ratio to
measure the Firm value. In addition, the researcher used two measures to
measure tax avoidance: the effective tax rate and book tax differences. In
addition, the researcher used Big4 to measure external audit quality. The
researcher tests the hypotheses of the study on a sample of (82) Companies
listed in the Egyptian Stock Exchange, with a total of (410) observations
during the period from 2018 to 2022. The researcher finds: 1) There is a
positive and significant relationship between tax avoidance (ETR) and firm
value. In addition, there is a negative and significant relationship between
tax avoidance (BTD) and firm value. 2) There is no effect of external audit
quality on the relationship between tax avoidance (ETR) and firm value. In
addition, there is a positive effect of external audit quality on the

relationship between tax avoidance (BTD) and firm value.

Keywords: Firm Value, Tax Avoidance, External Audit Quality.
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