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Abstract:

In recent years, China has made substantial investments in its tax administration system, achieving nationwide tax
regulation coverage through the Golden Tax System. However, despite these efforts, the coal industry has faced
persistent challenges in accounting and tax compliance, marked by an increase in regulatory violations. Against
this backdrop, this study explores the role of tax management efficiency in enhancing financial transparency
within the coal sector. Using regression analysis and mediation modeling, the research examines the relationship
between tax management upgrades and financial transparency, emphasizing compliance as a mediating factor. The
findings reveal a significant positive correlation between improved tax management practices and financial
transparency, underscoring the critical role of initiative-taking tax strategies in fostering regulatory adherence and
trust. By identifying key determinants of transparency and the mediating role of compliance, this study offers
valuable insights for policymakers and stakeholders aiming to build a more transparent and accountable coal
industry.
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1. Introduction

The Chinese coal industry, a cornerstone of the nation ’ s economy, plays a pivotal role in energy
production and employment. In 2021, coal accounted for 56% of China’s total energy consumption,
highlighting its continued dominance in the energy sector (National Bureau of Statistics of China,
2023). However, the coal industry’s contributions are often overshadowed by concerns over financial
transparency and regulatory compliance. The "Fourth Phase of the Golden Tax Project" has
introduced precise, data-driven tax management mechanisms. Despite these advancements, the sector
remains plagued by issues of tax evasion, fraud, and opaque financial practices (Taxation Bureau of
China, 2023).

The Chinese government’s increased focus on tax supervision in the coal industry—exemplified by
Inner Mongolia * s 20-year rectification operation — underscores the urgent need for improved tax
management. Such initiatives aim to eliminate financial irregularities and foster a transparent,
compliant financial ecosystem. By aligning state-led reforms with technological advancements, coal
enterprises can address these persistent challenges and enhance both financial transparency and trust.

This paper examines how tax management efficiency drives financial transparency in China’ s coal
sector. Through a detailed analysis of tax management upgrades and their impact on compliance, the
study sheds light on effective strategies to mitigate risks and build a robust framework for
transparency.
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2. Literature Review

Scholars have extensively analyzed the relationship between tax management practices and
organizational outcomes. De Neve et al. (2021) emphasize the importance of simplifying tax
processes to increase compliance, while Carrillo et al. (2021) highlight the role of visible public goods
in promoting sustained adherence. In developing countries, Naeem et al. (2021) reveal that
streamlined tax compliance mechanisms significantly enhance voluntary participation. Farrar et al.
(2022) further explore how perceptions of accountability influence compliance behaviors.

In the coal sector, prior studies underline the necessity of regulatory clarity and robust tax
management systems. Li et al. (2020) validate the Golden Tax Project’s positive impact on general tax
compliance, yet highlight persistent non-compliance issues within the coal industry. These insights
provide a theoretical foundation for exploring how tax management efficiency fosters financial
transparency and compliance.

3. Methods
3.1 Data Source

This study adopts empirical analysis methods to explore the correlation between tax management
upgrades and accounting compliance within the Chinese coal industry. Regression analysis will be
utilized to evaluate the direct impact of tax management upgrades on compliance indicators.
Additionally, mediation modeling will be employed to investigate the mediating role of tax
management strategies in this relationship.

The data for this study is sourced from the China Stock Market & Accounting Research (CSMAR)
database, which contains comprehensive financial and accounting information. A sample of coal
companies operating in China will be selected based on the Chinese SEC 2021 Edition Industry
Classification criteria. The dataset will cover a period of ten years, from 2013 to 2022, allowing for a
longitudinal analysis of trends and patterns.

3.2 Hypothesis Development

Tax management upgrades play a pivotal role in enhancing corporate accounting compliance.
Drawing on previous research, this study proposes the following hypothesis:

H;: Tax management upgrades positively influence financial transparency in the coal sector.
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H2: Accounting compliance mediates the relationship between tax management upgrades and
financial transparency.

These hypotheses are rooted in the premise that advanced tax management systems, facilitated by
technological upgrades, can significantly improve the efficiency and accuracy of financial reporting.
Such enhancements are likely to result in increased transparency, reduced tax-related risks, and better
alignment with regulatory requirements. As tax management processes become more streamlined and
effective, companies are expected to demonstrate higher levels of accounting compliance, ensuring
precise and timely reporting.

The formulation of this hypothesis is informed by empirical evidence indicating that robust tax
management practices positively influence accounting compliance across various industries (Wang et
al., 2020). These findings provide a strong basis for positing the relationship between tax management
upgrades and corporate accounting compliance. By empirically analyzing this hypothesis, our study
aims to validate its significance and contribute to a deeper understanding of the interplay between tax
management practices and corporate compliance behavior.

To examine the relationship between tax management upgrade and accounting compliance, this study
establishes multiple panel regression Model 1 and 2 as follows.

Model 1.

BTD; ¢ = Bo + BiTaxEnfor:: + yiFirmFixedEf fects + yzYearDummies + ysControls + i«

Model 2.

BTD:: = o + BiTaxEnfor;,: + P2CopGovern;, - Hy FirmFixedEf fects + y.YearDummies +
yiControls + iz

Within these models, variables descriptions and sample description are developed.

Table 1. Variables descriptions

Classificatory Variables Items Units
Corporate Accounting
Dependent Variable ) BTD Ratio data, No unit
Compliance
) financial transparency CopGovern Board's size
Independent Variable ) . .
Tax authority enforcement ~ TaxEnfor Ratio data, No unit
Natural logarithm, no
Company Size Size )
unit
Control variables Company Profitability ProfAb Ratio, no unit
Company Growth Ability  Growth Ratio, no unit
Company Debt Ratio LabRate Ratio, no unit
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Table 2. Sample Description
Variable Obs Mean Std. Dev. Min Max
BTD 2083 0.0210888 0.1074317 -0.321119 0.2711645
IC 2083 1.328853 1.469141 0 3
CorpGovern 2083 11.7446 3.551875 6 21
RiskMan 2083 3.561434 5.447604 0 18.22801
AccEth 2083 0.0446471 0.2065775 0 1
TaxEnfor 2083 227.5628 202.4218 -109.1918 629.8967
Size 2083 23.1886 1.618997 19.55133 27.9531
ProfAb 2083 0.0253691 0.0626452 -0.2952823 0.1880066
Growth 2083 1.274711 6.024659 -24.11152 15.01724
LabRate 2083 0.5258008 0.1967165 0.0672837 0.9665849

4. Findings and Discussion

4.1 Data Analysis

Regression analysis confirms a significant positive relationship between tax management upgrades

and financial transparency (coef: 0.000223, p < 0.001). The introduction of control variables such as

firm size and profitability does not diminish this relationship, emphasizing the robustness of the

findings.

4.1.1 Single Variable Analysis

The initial regression model explores the association between accounting compliance (BTD) and tax

management, as denoted by the variable TaxEnfor. The results reveal a statistically significant

positive relationship between accounting compliance and tax management upgrade (coef: 0.000223, p

< 0.001). Specifically, for each unit increase in tax management upgrade, accounting compliance

increases by 0.000223 units. This robust finding provides strong support for the hypothesis that

enhancements in tax management practices positively impact accounting compliance.

Table 3. Regression result of BTD and Taxenfor

Variables Obs Coefficient Std.Error t-value P-value
taxenfor 2,083 0.000223 -0.000106 21.13 0.000%**
_cons 2,083 -0.029667 -0.003215 -9.23 0.000%**

Note: *** p<0.01, ** p<0.05, * p<0.1. Standard errors are in parentheses.
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4.1.2 Multiple Variable Analysis

Table 4. Regression result of BTD and Taxenfor with control variables

Variables Obs Coefficient Std.Error t-value P-value
taxenfor 2,083 0.000867 -0.000078 11.08 0.000%**
size 2,083 -0.003789 -0.000976 -4.01 0.000***
profab 2,083 0.496215 -0.026703 18.58 0.000***
growth 2,083 0.010387 -0.000276 37.68 0.000%**
labrate 2,083 0.004397 -0.008447 0.52 0.603
_cons 2,083 0.063159 -0.021036 3 0.003***

Expanding the analysis to include additional control variables such as firm size, profitability, growth
rate, and labor ratio yields further insights into the relationship between accounting compliance and
tax management upgrades. In the extended model, the coefficient for tax management remains
statistically significant (coef: 0.0000867, p < 0.001), indicating a positive association between tax
management upgrade and accounting compliance, even after controlling for other influential factors.
Furthermore, the significant associations observed for firm size and profitability underscore their
potential influence on compliance levels.

4.1.3 Conclusion

The regression analyses provide compelling evidence in support of the hypothesis, highlighting the
substantial impact of enhanced tax management practices on accounting compliance. These findings
emphasize the critical role of effective tax management strategies in fostering greater adherence to
accounting standards and regulations within organizations. Moreover, the inclusion of control
variables enhances our understanding of the multifaceted determinants of accounting compliance,
shedding light on the interplay between tax management practices and other firm-specific factors in
shaping compliance outcomes.

In summary, given the statistical significance (p < 0.05) and the coefficient (§ = 0.0000867), we can
confidently assert that H1 is supported, demonstrating that tax management upgrades have a positive
impact on accounting compliance.

4.2 Compliance as a Mediator

Mediation modeling indicates that accounting compliance significantly mediates the impact of tax
management on transparency. Improved compliance practices enhance accurate reporting and reduce
financial irregularities, leading to higher transparency levels.

The findings underscore the importance of strategic tax management as a pathway to transparency.

Coal enterprises must integrate technological advancements into their tax systems to strengthen
compliance and foster stakeholder trust.
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4.3 Findings

The analysis unequivocally established a statistically significant positive relationship between tax
management upgrades and financial transparency. Specifically, the regression analysis revealed a
strong correlation (coef: 0.000223, p < 0.001) between enhancements in tax management systems and
processes and improved levels of financial transparency. This key finding underscores the pivotal role
that strategic investments in tax management can play in promoting adherence to financial reporting
standards and fostering trust among stakeholders.

Furthermore, the results suggest that organizations focusing on upgrading their tax management
practices are likely to experience tangible benefits in terms of enhanced transparency. By investing
resources in optimizing tax management systems, firms can not only streamline their tax-related
processes but also bolster their overall accountability frameworks, leading to more robust governance
practices.

In conclusion, the findings highlight the significance of prioritizing tax management upgrades as a
strategic approach to fortifying financial transparency. By recognizing the symbiotic relationship
between tax management efficiency and transparency, organizations can proactively enhance their
operational integrity and regulatory adherence, ultimately contributing to their long-term financial
sustainability and trustworthiness.

5. Discussion
5.1 Importance of Tax Management Efficiency in Enhancing Financial Transparency

The positive relationship between tax management upgrades and financial transparency underscores
the pivotal role of efficient tax systems in improving organizational governance. By investing in tax
management improvements, firms can not only streamline tax operations but also build trust with
stakeholders through enhanced transparency. This finding highlights the strategic necessity of
prioritizing tax management efficiency to achieve long-term financial sustainability and
accountability.

5.2 Implications for Industry Practices

Organizations should integrate tax management improvements with broader strategies for enhancing
financial transparency. Leveraging technology to optimize tax processes can lead to significant
benefits, including better compliance and stronger stakeholder confidence. Industry leaders must view
tax management not only as a compliance requirement but as a strategic tool to foster transparency
and trust.

5.3 Future Research Directions

Future studies could explore how tax management upgrades impact transparency across diverse
sectors beyond the coal industry. Examining factors such as digital transformation and cross-border

Cuest.fisioter.2025.54(3):429-438 434



Li Ruohong”, Tong Wooi,

Exploring Tax Management Efficiency: A Pathway to Enhanced b
CHOW (Jerry)’ Financial Transparency in China's Coal Sector \

tax policies may reveal further insights. Additionally, research on cultural and regional differences in
tax practices can offer a nuanced understanding of transparency dynamics.

5.4 Limitations and Considerations

The study acknowledges potential limitations, such as unmeasured variables or external economic
factors influencing the findings. Future research could address these gaps by employing alternative
methodologies or larger datasets. Continuous monitoring of evolving tax policies is essential to
maintain the relevance and applicability of these findings.

In summary, the findings highlight the strategic implications of the identified relationship between tax
management upgrades and financial transparency, emphasizing the transformative potential of
effective tax management practices in advancing organizational governance. By investing in tax
management efficiency, organizations can enhance compliance frameworks, foster greater
transparency, and build lasting trust with stakeholders. Such efforts not only strengthen financial
accountability but also contribute to the sustainable development and competitiveness of the coal
industry.

6. Recommendations

While this study has made significant contributions to understanding tax compliance dynamics within
the coal industry, several avenues for future research warrant exploration. These recommendations
aim to further enrich our understanding of the complex interplay between organizational factors and
compliance behaviors, thereby informing future research endeavors and policy interventions.

6.1 National Tax Authorities

National tax authorities should strengthen communication and cooperation with the coal industry and
provide customized tax compliance guidance and support. This includes organizing seminars and
training courses on specific tax compliance challenges in the coal industry, conducting regular tax
compliance audits, monitoring the tax compliance status of coal enterprises, and promptly identifying
and correcting non-compliant behaviors. Additionally, national tax authorities can collaborate with
research institutions and industry associations to jointly develop effective policies and strategies to
promote continuous improvement of tax compliance in the coal industry. Moreover, there is a need to
establish more effective monitoring mechanisms and enhance the analysis and utilization of tax data
to promptly identify potential tax risks and loopholes.

6.2 Coal Companies

Coal companies should consider strengthening tax management as a critical task and prioritize
investment in building a robust tax management system and compliant infrastructure. They need to
establish sound internal control mechanisms to ensure accurate reporting of tax information and
compliance with relevant regulations. Additionally, coal companies should conduct regular internal
training to enhance employees' awareness of tax compliance requirements, promote ethical practices,
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and encourage the formation of a tax compliance culture. It's also important to mention establishing
an effective tax risk management system to help companies better identify and address tax risks.

6.3 Industry Associations

Industry associations play a crucial role in promoting tax compliance. They should advocate for the
development of clear tax regulations, reduce regulatory ambiguity, and provide relevant guidance and
support for member enterprises. Additionally, industry associations should establish a
knowledge-sharing platform to facilitate experience exchange and best practice sharing among
member enterprises, organize relevant training activities, and enhance the tax compliance awareness
and level of member enterprises. Furthermore, industry associations should actively participate in the
tax policy-making process to advocate for more favorable tax policies and support measures for their
member enterprises.
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