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The Impact of Tax Collection and Management Independence on
Earnings Management of Enterprises:
Based on the Analysis of National and Local Tax Consolidation Policies
JI Yunyang' PAN Yu?
(1. School of Economics and Trade . Hunan University » Changsha 410079, China ;

2. Huaihua Development and Reform Commission of Hunan Province, Huaihua 418000, China)

Abstract : As an important part of the national governance system, the independence of tax collection
and administration is not only related to the stability and sustainability of the national fiscal reve-
nue, but also directly affects the financial decision-making of enterprises. This paper takes the con-
solidation of state and local taxes as the natural experiment, and uses the sample of listed companies
from 2013 to 2021 to empirically test the effect and potential mechanism of improving the independ-
ence of tax collection and administration on the earnings management behavior of enterprises. The
results show that the independence of tax collection and management can significantly inhibit the
earnings management behavior of enterprises, which is mainly due to its role in inhibiting corporate
tax avoidance and improving the efficiency of corporate governance. Heterogeneity analysis shows
that the inhibition effect is more significant for non-state-owned enterprises, enterprises with weak
internal and external governance capabilities, and enterprises in areas with high degree of local gov-
ernment intervention. The above research results mean that we should continue to promote the re-
form of the independence of tax collection and administration, and take into account the differences
between regions and enterprises to create a more equitable and healthy tax business environment.

Key words: Tax Collection and Management Independence; Earnings Management; Tax Avoidance;

Corporate Governance; Consolidation of State and Local Taxes; Tax Collection and Administration
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