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Abstract:

This study aimed to identify, validate, and analyze the technological, legal, operational, and strategic factors affecting financial
transparency in the tax management of digital businesses and to determine the relative influence of each factor. A mixed-
methods research design was employed. In the qualitative phase, 30 experts in taxation, accounting, and digital business
were selected through purposive and snowball sampling. Data were collected using semi-structured interviews and analyzed
through a three-stage coding process, resulting in the extraction of 37 indicators grouped into four major dimensions. In the
qguantitative phase, a questionnaire was administered to 146 tax experts and managers from the Iranian National Tax
Administration. Data were analyzed using Partial Least Squares Structural Equation Modeling (PLS-SEM), and the
measurement and structural models were evaluated in terms of reliability, validity, and goodness of fit. Structural equation
modeling results demonstrated that all four dimensions exerted positive and statistically significant effects on financial
transparency in digital business tax management (p < 0.001). Legal and regulatory factors exhibited the strongest impact (B
= 0.882), followed by technological and infrastructural factors (B = 0.823), strategic and adaptability factors (B = 0.641), and
operational and business-model factors (B = 0.341). Furthermore, model-fit indices (SRMR = 0.05; NFI = 0.96), together with
satisfactory values of composite reliability, Cronbach’s alpha, average variance extracted (AVE), R?, F?, and Q?, confirmed the
robustness, explanatory power, and predictive capability of the proposed model. Financial transparency in the tax
management of digital businesses is primarily driven by clear and enforceable legal and regulatory frameworks. Strengthening
technological infrastructures, enhancing strategic adaptability, and improving operational mechanisms can further reduce
the tax gap, increase voluntary tax compliance, and improve the efficiency of taxation systems in the digital economy.
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Extended Abstract

Introduction

The rapid expansion of the digital economy has fundamentally transformed traditional economic structures, creating new
forms of value creation, business models, and commercial interactions. Digital businesses increasingly operate across national
borders, rely on virtual infrastructures, and generate revenue through innovative channels such as online platforms,
subscription-based services, digital advertising, cloud computing, and data monetization. While these developments have
accelerated economic growth and innovation, they have simultaneously challenged conventional tax systems that were
originally designed for geographically bounded and physically observable economic activities (Mwencha, 2019; Srivastava,
2018; Teixeira & Paiva, 2018). As digital transactions become more complex and less dependent on physical presence, tax
authorities face significant difficulties in identifying taxable entities, determining the location of value creation, and ensuring
effective tax compliance. Consequently, financial transparency has emerged as a critical prerequisite for efficient tax
administration in the digital era.

Financial transparency plays a pivotal role in reducing information asymmetry, improving accountability, enhancing
stakeholder trust, and facilitating effective tax monitoring. Prior research has emphasized the importance of high-quality
information environments and transparent financial reporting in reducing opportunities for tax avoidance and improving the
accuracy of tax assessments (Aghaei et al.,, 2016; Gallemore & Labro, 2015). Studies have further demonstrated that
organizations with greater levels of tax transparency tend to exhibit lower levels of aggressive tax planning and more accurate
effective tax rates (Hassas Yeganeh et al., 2018; Smit et al., 2020). In the context of digital businesses, transparency becomes
even more important because transactions occur at high speed across multiple platforms, creating challenges for tax
authorities attempting to monitor and verify economic activities.

Technological innovation has been identified as one of the primary drivers of transparency in digital tax administration.
Emerging technologies such as artificial intelligence, blockchain, cloud computing, and big data analytics provide
unprecedented opportunities for monitoring financial transactions, identifying irregular patterns, and automating tax
reporting processes (Akter et al., 2022). Moreover, digital transformation initiatives have been shown to influence tax-related
behavior and improve organizational capacity to comply with tax regulations (Chen et al., 2023; Zhou et al., 2022). Beyond
technological factors, the effectiveness of digital tax management also depends heavily on legal and regulatory frameworks.
Clear regulations, mandatory disclosure requirements, and specialized digital taxation laws are necessary to support
transparency and ensure fair taxation in digital markets (Bassey et al., 2022; Guo et al., 2022; Olamide et al., 2024). Recent
international studies have highlighted the urgent need for tax systems capable of addressing challenges associated with
multinational digital enterprises and emerging digital assets (de la Vega & Jarrin, 2025; Muhammad et al., 2024).

In addition, operational factors and business-model characteristics significantly affect financial transparency. Digital firms
often operate simultaneously through multiple channels and generate income from diverse sources, increasing the
complexity of tax reporting and compliance processes (Rezaeinejad et al., 2021). Strategic capabilities such as organizational
adaptability, continuous monitoring of regulatory changes, and specialized tax management competencies are also essential
for maintaining transparency in rapidly evolving environments (Ghezzi & Cavallo, 2020). Furthermore, previous studies have
indicated that corporate governance quality, managerial characteristics, tax accounting quality, and financial management

practices can substantially influence tax transparency and tax management outcomes (Adeli & Abtah, 2023; Bashirimanesh
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etal., 2021; Kazemizadeh Farnoud & Pourkarim, 2024; Tien et al., 2022). Although existing literature has investigated several
aspects of digital taxation and tax transparency, relatively limited attention has been devoted to simultaneously examining
technological, legal, operational, and strategic factors within a comprehensive framework. Moreover, organizational and
structural challenges continue to hinder effective tax administration in many developing countries, including Iran (Ghasemi
Bonabari & Goudarzi, 2025). Given the growing importance of online businesses and the increasing role of digital platforms
in economic development, understanding the determinants of financial transparency in digital tax management has become
a significant research priority (Salimi et al., 2024). Therefore, this study aimed to identify and evaluate the technological,
legal, operational, and strategic factors influencing financial transparency in the tax management of digital businesses.

Methods and Materials

This study employed a mixed-methods research design consisting of qualitative and quantitative phases. In the qualitative
phase, semi-structured interviews were conducted with 30 experts, managers, consultants, and specialists in taxation and
digital business. Participants were selected through purposive and snowball sampling techniques. The interview data were
analyzed using a multi-stage coding process involving open, axial, and selective coding. Through this procedure, 37
operational indicators were extracted and classified into four major dimensions: technological and infrastructural factors,
legal and regulatory factors, operational and business-model factors, and strategic and adaptability factors.

In the quantitative phase, a structured questionnaire was developed based on the indicators identified during the
qualitative stage. The questionnaire was distributed among 146 tax experts and managers working within the Iranian National
Tax Administration. The sample size was determined using Cochran’s formula. Data were analyzed using Partial Least Squares
Structural Equation Modeling (PLS-SEM). Reliability was assessed through Cronbach’s alpha and composite reliability
coefficients. Convergent validity was evaluated using Average Variance Extracted (AVE), while model quality and predictive
capability were assessed using R?, F2, Q2, and global model fit indices.

Findings

Descriptive statistics indicated that respondents evaluated all four categories of factors as highly influential in promoting
financial transparency. Mean values for technological and infrastructural factors, legal and regulatory factors, operational
and business-model factors, strategic and adaptability factors, and financial transparency were all above the midpoint of the
measurement scale.

Reliability analysis demonstrated satisfactory internal consistency for all constructs. Cronbach’s alpha coefficients and
composite reliability values exceeded the recommended threshold of 0.70. Convergent validity was also confirmed, as all AVE
values were substantially greater than 0.50.

The structural model assessment revealed acceptable explanatory and predictive power. R? values indicated moderate to
strong explanatory capability across all constructs. Similarly, F? effect sizes and Q? predictive relevance measures confirmed
the robustness of the proposed model. Global fit indices further supported model adequacy, with SRMR and NFI values
meeting accepted standards.

Hypothesis testing showed that all four dimensions exerted positive and statistically significant effects on financial
transparency in digital business tax management. Legal and regulatory factors demonstrated the strongest influence (B =
0.882, p < 0.001), indicating that regulatory frameworks constitute the most critical determinant of transparency.

Technological and infrastructural factors represented the second strongest predictor (f = 0.823, p < 0.001), emphasizing the
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importance of integrated information systems, intelligent payment gateways, blockchain technologies, and advanced
analytics. Strategic and adaptability factors also showed a substantial positive effect (B = 0.641, p < 0.001), highlighting the
significance of continuous regulatory monitoring, specialized digital tax teams, and organizational flexibility. Finally,
operational and business-model factors exhibited a positive and significant effect (B = 0.341, p < 0.001), confirming the
relevance of transaction tracking, process automation, and integrated reporting systems in achieving financial transparency.

Discussion and Conclusion

The findings demonstrate that financial transparency in digital business taxation is a multidimensional phenomenon
influenced by technological, legal, operational, and strategic determinants. Among these dimensions, legal and regulatory
factors emerged as the most influential predictor of transparency. This result suggests that transparent, comprehensive, and
enforceable regulations provide the foundation upon which all other transparency mechanisms operate. Without clear legal
obligations, even advanced technological infrastructures may be insufficient to ensure effective transparency and
compliance.

The strong effect of technological and infrastructural factors highlights the transformative role of digital technologies in
contemporary tax administration. Integrated information systems, automated reporting mechanisms, artificial intelligence
applications, and blockchain-based solutions can significantly enhance the visibility, traceability, and reliability of financial
transactions. These technologies improve the ability of tax authorities to identify tax obligations, monitor compliance, and
reduce opportunities for tax evasion.

The positive impact of strategic and adaptability factors indicates that financial transparency depends not only on formal
systems and regulations but also on organizational capabilities. Institutions that continuously monitor environmental
changes, invest in employee training, and develop specialized expertise are better positioned to respond to evolving digital
taxation challenges. Strategic adaptability therefore serves as a critical mechanism for sustaining transparency in dynamic
and uncertain environments.

Although operational and business-model factors exhibited the lowest path coefficient among the four dimensions, their
effect remained statistically significant. This finding suggests that practical implementation mechanisms, including
transaction monitoring, automated tax processes, and integrated reporting platforms, serve as essential links between
regulatory requirements and actual transparency outcomes. Effective operational systems translate policy objectives into
measurable and observable financial information.

Overall, the study demonstrates that enhancing financial transparency in digital business taxation requires a
comprehensive and integrated approach. Policymakers, tax authorities, technology providers, and digital business operators
must collaborate to create an ecosystem that combines advanced technological infrastructures, effective legal frameworks,
efficient operational processes, and adaptive strategic capabilities. Such an integrated system can reduce the tax gap, improve
voluntary compliance, strengthen public trust, and increase the overall efficiency of tax administration in the digital economy.
The results provide valuable evidence for policymakers and practitioners seeking to modernize tax systems and promote

sustainable financial transparency in rapidly evolving digital environments.
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