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Abstract: The history of Artificial Intelligence (AI) spread over decades of breakthroughs, challenges, and evolving concepts. Initially 

emerging in the mid - 20th century, AI has evolved from theoretical ideas to practical applications that impact nearly every industry 

today. AI has revolutionized the field of taxation by automating routine tasks, enhancing decision - making, improving compliance, and 

enabling more efficient tax planning. Initially employed to handle basic tasks such as tax filing and audits, AI has evolved to 

incorporate more sophisticated functions, including fraud detection, predictive analytics, and dynamic regulation monitoring. Today, AI 

is not only streamlining tax functions but also assisting with complex tasks like VAT recovery, real - time reporting, and improving risk 

management. As AI continues to develop, its potential to optimize tax strategies and improve tax compliance across multiple 

jurisdictions has become a key driver of transformation in the taxation industry. This paper discusses the major applications of AI in 

taxation, the advantages and challenges of its implementation, and explores the future potential of AI combined with quantum 

computing to further enhance the efficiency and accuracy of tax systems.  
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1. Introduction 
 

The complexity of tax laws and the rapid growth of data 

have posed significant challenges to tax authorities and 

businesses alike. In response, Artificial Intelligence (AI) has 

emerged as a game - changer in the taxation field, offering 

innovative solutions to streamline tax functions, improve 

compliance, and enhance decision - making. From 

automating routine tasks to predicting tax liabilities and 

fraud detection, AI has become an invaluable tool for tax 

professionals, transforming how tax departments operate. 

The 21st century has seen a shift from traditional methods to 

more advanced AI technologies, with significant progress 

made in areas such as VAT recovery, real - time regulation 

monitoring, and tax data analysis. However, the deployment 

of AI in taxation also comes with its own set of challenges, 

including data quality, training accuracy, and system 

integration. This paper explores the current applications of 

AI in taxation, the benefits it brings to organizations and 

authorities, and the challenges that must be addressed for 

broader implementation. The paper will end by exploring the 

future by combining AI intelligence and speed of quantum 

computing.  

 

2. The Evolution of Artificial Intelligence: 

From Myths to Modern - Day Impact 
 

The history of Artificial Intelligence (AI) crosses decades of 

breakthroughs, challenges, and changing ideas. The concept 

of artificial beings dates to ancient myths, where stories 

about self - moving objects and robots laid the foundation 

for modern AI. AI’s modern history began in the 1950s 

when Alan Turing introduced the Turing Test in his famous 

paper, "Computing Machinery and Intelligence, " to measure 

a machine’s ability to show intelligent behavior. Later, John 

McCarthy coined the term "Artificial Intelligence" at the 

Dartmouth Conference, officially establishing AI as a field 

of study. Early AI systems, like the Logic Theorist and 

General Problem Solver (both from 1956), showed problem 

- solving abilities, but progress was slow as researchers soon 

realized creating machines capable of human - like reasoning 

was much harder than expected. In the 1970s, many projects 

stalled due to limited computing power, lack of funding and 

interest, and the complexity of real - world tasks, marking 

the first "AI Winter. " In the 1980s, expert systems that 

mimicked human decision - making through rule - based 

reasoning were developed. However, the high cost and 

limited flexibility of these systems caused a second "AI 

Winter" in the late 1980s and early 1990s. AI gained 

momentum again in the early 2000s with the rise of the 

internet and social media, which helped the growth of 

machine learning (ML). With increased computing power, 

systems began learning from large datasets (such as search 

engines). Later, deep learning, a subset of ML, showed 

remarkable results in areas like image and speech 

recognition. AI technologies, such as personal assistants 

(Siri, Alexa), recommendation systems (Netflix, Amazon), 

and autonomous vehicles, started becoming part of daily life. 

By the 2020s, AI reached new heights with generative AI 

models like GPT - 3, which can create text, images, and 

videos. Today, AI impacts nearly every industry and is 

increasingly integrated into everyday life. However, 

concerns about AI biases, job losses, and its regulation are 

becoming more important. Despite these challenges, AI is 

now a powerful force shaping the future across various 

sectors. As it continues to evolve, addressing ethics, security, 

and regulation will be essential for its responsible 

development and use.  

 

AI’s early use in taxation arose in response to the growing 

complexity of tax laws, the increasing volume of data, and 

the need for more efficient tax compliance. Initially, AI in 

taxation was used to automate routine tasks like tax filing, 

processing returns and managing audits. These systems 

helped reduce manual work and improve efficiency by 

following predefined rules to find errors in tax data. In the 

early 21st century, AI technologies like expert systems, 
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which simulated the decision - making of human experts, 

were introduced in taxation. This was one of the first AI - 

driven solutions used in tax departments. In the 2000s, more 

advanced machine learning techniques were introduced, 

particularly in fraud detection, predictive analytics, and data 

analysis, allowing AI systems to detect fraudulent tax returns 

and identify potential tax evasion. By the 2010s, AI played a 

major role in automating VAT recovery (such as electronic 

returns and automatic matching of input credits), making it 

easier to review invoices (e - invoicing) and claims to 

comply with complex tax rules. Recently, the adoption of AI 

in taxation has accelerated, with AI tools used for real - time 

regulation monitoring, automated compliance checks, and 

dynamic tax reporting. These advancements have enabled 

tax departments to process large amounts of data quickly, 

ensuring compliance with changing regulations and 

optimizing tax strategies. Today, AI in taxation has evolved 

into more advanced systems, revolutionizing tax functions 

by improving decision - making, boosting efficiency, 

reducing errors, and allowing tax professionals to focus on 

more strategic tasks.  

 

3. Key Tax Functions Where AI Can Make an 

Impact 
 

1) Automating Routine Tasks: AI can fully automate 

repetitive tasks such as tax calculations, data entry, and 

extraction. This will significantly reduce the time tax 

professionals spend on manual work, allowing them to 

focus on higher - value activities like strategic planning, 

analytics, compliance reviews, and anomaly detection. 

By automating these tasks, AI will minimize errors and 

reduce the overall workload.  

2) Predictive Analytics and Planning: AI can enhance 

tax planning, compliance, tax liability forecasting, and 

risk assessment through predictive analytics. This will 

support more effective budgeting and financial 

planning, helping tax departments anticipate future 

challenges and opportunities.  

3) Automation of Compliance Management: AI - 

powered tools can automate compliance checks by 

aligning data with tax regulations. The system will 

automatically flag discrepancies, streamline corrections, 

and minimize manual review efforts, ensuring better 

regulatory adherence.  

4) Real - Time Regulation Monitoring and Reporting: 

AI can provide real - time monitoring of tax regulation 

changes, alerting departments to ensure timely 

compliance. It will help tax professionals stay updated 

on global tax interpretations and rulings, enabling 

accurate and precise filings.  

5) Data Interpretation and Reporting: AI can simplify 

tax data interpretation by presenting it in actionable 

formats. By analyzing large datasets, AI provides 

valuable insights that uncover trends, identify risks, and 

reveal opportunities for optimization.  

6) Tax Compliance: As tax laws continue to evolve 

rapidly, AI can help ensure compliance with these 

frequent changes. By automating processes and ensuring 

accurate filings, AI minimizes the risk of penalties due 

to non - compliance, reducing the cost and effort of 

keeping up with complex tax regulations.  

7) Streamlining Processes and Outsourcing: It is often 

not feasible for organizations to train employees on all 

tax laws. AI can help streamline processes and support 

outsourcing efforts, allowing businesses to focus on 

their core activities while ensuring compliance with tax 

laws.  

8) Integration of Tax with Other Business Functions: 

Tax is no longer just a standalone function; it 

increasingly intersects with departments like Finance, 

Supply Chain, and Operations. AI can help bridge these 

departments, ensuring tax considerations are integrated 

into broader business strategies.  

9) Improving Risk Management: AI can enhance risk 

management by identifying potential tax - related risks 

and providing insights into areas that may require more 

attention or caution, helping tax professionals make 

more informed decisions.  

10) Trend Analysis: AI can analyze vast amounts of data 

from multiple sources, enabling it to predict future tax 

trends and help tax departments make better, data - 

driven decisions. By identifying patterns and potential 

shifts in tax laws or business environments, AI supports 

proactive planning and decision - making.  

 

4. Benefits of Integrating AI in Taxation 
 

The following are the key benefits of Integrating AI in 

Taxation:  

1) Increased Efficiency: Automating routine, repetitive 

tasks with AI significantly boosts efficiency. This frees 

up valuable time and resources, allowing tax 

professionals to focus on more strategic activities that 

add greater value to the business.  

2) Enhanced Compliance: AI improves the accuracy of tax 

processes, ensuring better adherence to regulations. By 

automating tasks, AI reduces the risk of human errors and 

ensures more consistent compliance with complex tax 

laws.  

3) Better Decision Making: AI streamlines data processing 

and offers actionable, data - driven insights. This enables 

tax professionals to make more informed decisions, based 

on up - to - date and accurate information, leading to 

improved overall decision - making.  

4) Driving Innovation: AI encourages innovation by 

enabling the development of new solutions, tools, and 

capabilities within tax departments. By embracing AI, 

companies can create more efficient systems and unlock 

new ways to address challenges in tax management.  

5) Improved Customer Experience: AI - powered tools, 

such as chatbots and virtual assistants, offer more 

personalized and responsive service to taxpayers and 

clients. This enhances customer experience by providing 

timely assistance and making tax - related processes more 

accessible.  

6) Cost Savings: AI - driven automation boosts 

productivity, reduces the need for manual labor, and 

minimizes the need for outsourcing. These efficiency 

gains lead to cost savings, which positively impact the 

bottom line and contribute to higher profitability.  

 

By embracing AI, tax departments can enhance their 

performance, streamline processes, and remain at the 
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forefront of innovation, all while driving positive change 

across the business.  

 

5. Challenges of Implementing AI in Taxation 
 

The following are the key concerns of using AI in Taxation:  

1) Data Quality: The effectiveness of AI depends heavily 

on the quality of data provided. In the context of taxation, 

where data is often complex, fragmented, and 

inconsistent, poor - quality data can significantly impair 

AI's ability to deliver accurate results. Ensuring that the 

data used for training and decision - making is reliable, 

complete, and up - to - date is crucial for AI’s success.  

2) Training AI Systems: AI's accuracy and reliability are 

directly linked to the quality of training data. In the case 

of tax data, which is highly variable and shaped by 

numerous case studies, regulations, and court rulings, it 

becomes challenging to identify which datasets are 

relevant, accurate, and comprehensive enough to train AI 

models effectively. Proper training and regular testing are 

critical to avoid errors and inaccuracies as AI systems 

scale.  

3) Data Privacy and Security Concerns: With the vast 

amount of personal and sensitive tax data being 

processed by AI systems, there are significant concerns 

about cybersecurity risks and the potential misuse of this 

data. Ensuring the confidentiality, integrity, and security 

of taxpayer information is essential to build trust and 

protect against data breaches.  

4) Job Displacement: The automation of tasks traditionally 

performed by humans, including routine tax processing, 

risk assessment, and audits, raises concerns about job 

displacement. As AI continues to take on more roles in 

the workplace, there is growing anxiety about the 

potential loss of jobs, especially in administrative and 

clerical positions within tax departments.  

5) Employee Training: As AI systems become more 

integrated into tax functions, employees will need to be 

trained to effectively interpret, correct, and complement 

AI - generated outputs. It’s vital that employees 

understand the nuances of AI suggestions and decisions 

and are empowered to address any errors. Policymakers 

must ensure that a framework is in place for promptly 

reporting and correcting AI mistakes to maintain the 

integrity of tax operations.  

6) Bias and Fairness: AI algorithms can inherit biases from 

the data used to train them. In the case of tax data, these 

biases can lead to unfair outcomes, such as 

disproportionately targeting certain taxpayer groups or 

missing out on opportunities for others. Ensuring fairness 

in AI’s decision - making is essential to prevent 

discriminatory practices and promote equity.  

7) Transparency: One of the major concerns with AI in tax 

systems is the lack of transparency in how AI systems 

make decisions. The “black box” nature of many AI 

models can lead to accountability issues, where taxpayers 

or tax officers cannot fully understand or explain why a 

particular decision or recommendation was made. This 

lack of clarity could undermine trust in the system.  

8) Ethical Considerations: The integration of AI into tax 

decision - making processes raises ethical questions 

about its role in shaping business practices. The moral 

implications of AI making decisions about taxpayer 

liabilities, audits, and compliance need to be carefully 

considered. How can we ensure that AI acts in a way that 

aligns with societal values and fairness? 

9) Control and Predictability: Managing AI systems can 

be challenging, especially as they grow more complex 

and are applied to critical areas like taxation. AI systems 

can sometimes behave unpredictably, producing 

unexpected or erroneous outcomes. Maintaining control 

over AI operations, and ensuring that it operates within 

predefined parameters, is key to mitigating risks and 

ensuring reliable performance.  

 

These challenges emphasize the need for careful planning, 

regulation, and oversight in implementing AI in taxation. As 

AI continues to evolve and gain prominence in tax functions, 

it is crucial to address these concerns to ensure its 

responsible and effective use.  

 

6. Key Success Criteria for AI Deployments in 

Taxation 
 

Adopting AI is very crucial and costly decision. A wrong 

step can have a very wide impact. Hence it is important to 

consider several critical success criteria to assess the impact 

and effectiveness of the technology when deploying AI in 

taxation. These criteria measure whether AI is delivering its 

expected benefits and improving tax processes. Here are 

some of the key criteria to evaluate AI's success:  

1) Time Savings and Efficiency Gains: Has AI 

successfully reduced the time spent on repetitive, manual 

tasks such as tax calculations, data entry, and return 

processing? Has the automation of these tasks freed up 

valuable time for tax professionals to focus on more 

strategic activities, thereby driving efficiency within the 

tax department? 

2) Error Reduction and Accuracy Improved: Has AI led 

to a measurable reduction in human error? Are tax 

calculations, data processing, and compliance checks 

more accurate due to AI’s ability to handle large datasets 

quickly and without bias? How much has this improved 

the reliability of tax filings and the need for fewer 

corrections? 

3) Decision - Making Enhanced: Has AI provided 

actionable insights through data - driven analysis and 

predictive analytics? Is the decision - making process 

more informed and effective, enabling tax departments to 

make better decisions related to tax planning, risk 

assessment, and liability forecasting? 

4) Compliance and Risk Management Improved: Is AI 

helping to ensure better adherence to tax regulations? Has 

the system identified and flagged discrepancies or risks 

that could have been overlooked manually? Are tax 

departments now more proactive in avoiding penalties 

and ensuring compliance with evolving tax laws? 

5) Cost Savings: Has the automation of tax processes and 

reduction in errors led to cost savings? Are operational 

costs lower due to less manual work, faster processing, 

and reduced penalties? How significant are the financial 

benefits in terms of both short - term and long - term 

savings? 

6) Productivity and Strategic Focus Increased: Has AI 

enabled tax professionals to focus on higher - value tasks 

such as strategic planning, analytics, and risk 
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management, rather than routine activities? Are tax teams 

now more productive and better positioned to contribute 

to the overall business strategy? 

 

By asking these questions, organizations can evaluate 

whether their AI deployments are truly delivering on the 

promises of improved efficiency, accuracy, compliance, and 

overall business value.  

 

7.  AI Applications in Taxation: Key Use 

Cases 
 

While AI continues to evolve with ongoing research and 

development, several AI initiatives are already in use to 

enhance tax compliance. These solutions are helping 

organizations streamline tax processes, improve accuracy, 

and reduce manual workloads. Here are some major AI 

solutions that are making an impact in the field of tax 

compliance:  

 

7.1 Optimizing Travel and Expense (T&E) Tax 

Reclaims with AI 

Companies worldwide spend trillions of dollars annually on 

travel and expenses, with billions of dollars in VAT paid on 

these expenses. A significant portion of this VAT is 

recoverable. According to research by Taxback International 

in 2018, $30 billion in VAT remains unclaimed by 

corporations each year, a figure that continues to grow. 

Another study by SAP Concur reveals that 69% of U. S. 

companies are not reclaiming VAT paid on travel and 

expenses, with only 2% fully recovering it. Additionally, 

54% of claimable VAT on travel and expenses is left 

unclaimed by organizations. SAP Concur's research 

identifies five key reasons why VAT is not being reclaimed:  

1) Unawareness of VAT recoverability: Many 

organizations are unaware that foreign VAT can be 

reclaimed, often treating it as an expense instead. 

2) Frequent changes in reclaim regulations: VAT laws 

change frequently, and organizations without a base in 

the host country may not be aware of these changes. 

3) Challenges in validation and auditing: Employees, 

who are not tax experts, submit travel and expense 

claims without paying close attention to taxes on the 

invoices. Often, multiple taxes are charged, and not all 

of them are recoverable. 

4) Lack of resources and expertise: Many organizations 

struggle with a lack of resources and expertise, as it is 

costly and operationally impractical to hire experts for 

each country. 

5) Technology and process challenges: Many VAT 

countries require online submission of claims, and many 

organizations lack established processes to claim foreign 

VAT. 

 

To address these challenges, SAP Concur has partnered with 

Bluedot Corp to develop an AI - based solution for 

reclaiming VAT on travel and expenses. Below is a detailed 

comparison of the process before and after the AI solution 

implementation:  

 

7.1.1 AS - IS Process for VAT Reclamation without AI 

In the current (AS - IS) process at Concur, the responsibility 

of splitting the VAT burden primarily falls on employees or 

the Concur application. The tax department also plays a 

significant role in validating and claiming VAT. It is 

extremely challenging to maintain accurate tax rates and 

rules for all countries within the Concur system. 

Additionally, it is nearly impossible to train employees to 

correctly segregate VAT from their expense claims.  

 

 

 
 

7.1.2 TO - BE Process for VAT Reclamation with AI 

In the improved process, neither employees nor Concur need 

any knowledge of VAT or how to split expenses. The tax 

department also does not need to audit each expense 

manually. AI will handle the entire process, streamlining the 

VAT recovery. Below are the steps involved:  

1) Employee Submission: The employee submits the 

expense claim without needing to split the VAT. They 

only need to ensure that the receipt is attached correctly. 

If there is an error, such as an incorrect attachment or 

wrong amount claimed, the employee will fix it.  

2) Concur Verification: Concur will perform internal 

checks to verify the claim and initiate the workflow for 

approval, without requiring any VAT splitting or manual 

input from the employee.  

3) AI - Assisted VAT Claim Verification: Once the claim 

is approved, Concur's VAT Assurance (AI) system will 

extract relevant information from the receipt. It will 

verify the claimable expenses, check the VAT rate, and 

ensure that the receipt is eligible for VAT recovery. 

Concur AI will then generate a domestic VAT claimable 

report, which will be sent to the tax department for 

inclusion in the regular VAT return.  

4) Foreign VAT Recovery: Concur Tax Assurance will 

prepare and submit the foreign VAT return to recover 

any reclaimable VAT from international transactions.  

5) AI - Powered Audit Support: Concur VAT AI will also 

provide audit support for all claimable VAT, ensuring 

that the process is streamlined and compliant with 

regulations.  

 

This AI - driven approach minimizes manual effort, reduces 

errors, and ensures a more efficient VAT recovery process, 

significantly simplifying VAT management for the 
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organization.  

 

7.2 AI Use Cases by Tax Technology Firms 

 

Tax technology firms are leveraging AI in a variety of ways 

to enhance their services and improve efficiency. Below are 

some key examples levaging by key tax technology firms 

like Vertex and OneSource:  

1) Enhanced Search Guide: AI is being integrated into tax 

tools to provide a personalized search experience. Instead 

of manually searching, users can simply ask a question, 

and AI will retrieve relevant answers from the database, 

tailoring the results to the user’s specific needs for 

immediate adoption.  

2) Product Categorization: One of the critical tasks for 

organizations is mapping their products to the correct tax 

software product categories. This is essential for ensuring 

accurate tax calculations. However, product 

categorization is a major pain point for tax departments 

due to the constantly changing tax rules, requiring 

frequent updates to these mappings. To address this, tax 

technology firms are developing AI - driven solutions 

that eliminate the need for manual mapping of products 

to tax categories. Instead, AI analyzes product 

descriptions and automatically assigns them to the correct 

tax engine product categories in the transaction tax 

determination process. An offline version is also 

available, allowing businesses to review and update the 

product categorizations regularly with AI - generated 

recommendations.  

3) GL Categorization: Similar to product categorization, 

AI can now categorize General Ledger (GL) accounts 

based on the descriptions provided. This allows for more 

accurate and automated classification of financial data, 

streamlining the accounting process.  

4) Exemption Certificate Management: In Sales tax 

regime, collecting, managing, and maintaining the 

exemtion certificate is a big task. Tax teachnology firms 

have developed or are developing AI base solution to 

automate the tax exemption certification collection and 

maintain it in the transaction system. These tools also 

support Audit for providing exemptions based on these 

certifications.  

5) Tax Compliance: Tax Technology firms have developed 

or are in the process of developing AI base software 

which will monitor the tax regulations accorss the various 

jurisdictions and update its transactional systems to 

update it in real time.  

 

These AI - driven solutions aim to streamline and automate 

tax processes, reducing the workload for tax professionals 

and ensuring accurate, up - to - date tax compliance with 

minimal effort.  

 

7.3 AI Use Cases by Tax Accounting Firms 

 

AI is transforming audit and tax - related processes in large 

firms, including the Big 4, in the following key areas:  

1) Audit Processes: AI can analyze vast amounts of 

financial data quickly, identifying risks and flagging 

suspicious transactions. Audit firms are increasingly 

relying on AI for auditing processes. AI systems can 

analyze vast amounts of financial data, identify 

anomalies, and flag suspicious transactions. Tools like 

KPMG Clara and EY’s AI - enabled audit platform are 

used to assist auditors in identifying risks, performing 

data analytics, and improving the overall efficiency of the 

audit process. AI can also help auditors by automating 

repetitive tasks, such as checking for errors and 

inconsistencies in financial statements.  

2) Estimating Overpayment of Sales and Use Tax: 

Analyzing sales and use tax liability traditionally takes 

significant time. Many organizations only perform 

selective analyses, resulting in common overpayments in 

the USA. AI can analyze this data up to 3, 600 times 

faster than a human (based on EY's experience), greatly 

reducing the risk of overpayment and improving tax 

accuracy. AI - powered solutions can help accounting 

firms predict tax liabilities, aiding clients in better 

financial planning and budgeting.  

3) Auto - Reconciliation between E - Invoices and Tax 

Records: AI - powered tools assist companies by 

extracting data from various documents, including VAT 

return PDFs, to facilitate reconciliation between 

electronic invoices, VAT returns, and other financial 

records. The AI tool analyzes discrepancies, adjusts for 

pricing variations, and generates detailed reports to 

ensure accurate tax filings and compliance with 

regulations.  

4) Automated Tax Filing, Reporting and Compliance: 

Accounting firms are using AI powered software to 

streamline the process of tax filing by automatically 

categorizing transactions, calculating tax liabilities, and 

generating tax returns. This reduces the need for manual 

data entry and ensures compliance with changing tax 

laws and regulations. AI - powered tools can also 

automatically update tax forms based on the latest 

legislation, ensuring accurate and up - to - date filings.  

5) Robotic Process Automation (RPA) for Repetitive 

Accounting Tasks: RPA tools like UiPath, powered by 

AI, are being used by accounting firms to automate 

repetitive administrative tasks such as data entry, 

reconciliation, and report generation. AI - powered RPA 

solutions that automate many of the time - consuming 

tasks accountants would typically perform. This frees up 
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time for accountants to focus on more value - added 

activities such as strategy and advisory services.  

6) Risk Assessment: AI tools are being employed by 

accounting firms to assess risks. AI - driven risk 

management platforms like AuditBoard can analyze 

historical data, identify financial risks, and flag potential 

compliance issues. AI is being utilized to help accounting 

firms detect and mitigate tax - related risks and fraud. By 

analyzing historical data, AI can identify unusual patterns 

or transactions that could indicate tax fraud or errors.  

7) AI for Predictive Analytics and Forecasting: AI is 

being used to provide predictive analytics and financial 

forecasting, allowing accounting firms to offer more 

insightful financial guidance to clients. Solutions like 

Fathom and Sage Intacct use AI to analyze historical 

financial data and predict future trends, helping 

businesses anticipate financial challenges and 

opportunities. These AI tools help accounting 

professionals provide data - driven advice on budgeting, 

cash flow management, and investment strategies.  

8) Tax Assistance and Chatbot: AI - powered chatbots are 

being used by tax firms to provide instant answers to 

clients' tax - related queries. These bots help clients with 

tax filing, understanding tax laws, and resolving issues in 

real time, making it easier for firms to interact with 

clients. Few examples for the AI base Chatbots are 

PwC’s Digital Tax Assistance and H&R Block’s Tax 

Chatbot.  

9) Streameline Transfer Pricing: AI is being applied to 

streamline the process of transfer pricing and optimize 

global tax strategies. This includes using machine 

learning models to analyze international transactions, tax 

laws, and pricing structures. Some AI tools like PwC’s 

digital transfer pricing solution help firms automate 

transfer price calculation by applying the transfer pricing 

models and analyzing the international transaction, tax 

treaties, and regulatory requirements across various 

jurisdictions.  

 

These AI - driven solutions are revolutionizing tax and audit 

processes, helping firms achieve greater efficiency, 

accuracy, and compliance, while significantly reducing 

manual effort and human error.  

 

By leveraging AI, tax accounting firms can not only improve 

internal operations but also provide more valuable, efficient, 

and data - driven services to their clients. This leads to 

enhanced client satisfaction, reduced operational costs, and 

greater regulatory compliance.  

 

7.4 AI Use Cases by Tax Authorities  

 

Tax authorities worldwide are increasingly adopting AI 

technologies to enhance service delivery, improve tax 

compliance, and streamline operations. Here are several key 

use cases of AI by tax authorities:  

1) Virtual Tax Assistants for Public Interaction: Tax 

authorities are using AI - driven virtual assistants to help 

the public with tax - related queries. For instance, in 

Singapore, a virtual assistant has been deployed to 

answer tax questions in multiple languages, significantly 

reducing call - center inquiries by half. Similarly, Korea 

has introduced an AI guide to assist citizens with tax 

filing and payments. These AI systems provide 

immediate, accurate responses to common tax inquiries, 

reducing the burden on human staff and enhancing 

taxpayer satisfaction.  

2) AI - Assisted Tax Filing and Payments: In several 

countries, AI is helping citizens navigate the tax filing 

and payment process. AI guides users through the steps 

of filing their taxes, ensuring that they are compliant with 

local regulations. This not only improves the user 

experience but also helps reduce errors in tax 

submissions.  

3) Automating Email Responses: In France, AI is utilized 

to analyze incoming emails and draft responses for civil 

servants to validate. This AI solution reduces the time tax 

officers spend on routine tasks, allowing them to focus on 

more complex matters. It also speeds up the response 

process, providing timely assistance to taxpayers.  

4) Fraud Detection and Prevention: Generative AI can 

analyze large datasets, such as past tax returns and 

transactions, to detect potential fraud or incorrect tax 

declarations. By identifying patterns or inconsistencies in 

financial data, AI helps tax authorities flag suspicious 

activities more efficiently than traditional manual 

processes. This proactive approach to fraud detection 

minimizes the risk of tax evasion.  

5) AI for Audit and Investigation: AI assists tax officers 

in audits and investigations by analyzing large volumes 

of financial data to identify discrepancies or 

irregularities. It can suggest areas of concern and 

prioritize cases for further investigation, making audits 

more effective and efficient. This helps tax authorities 

ensure compliance and reduce the chances of errors in tax 

assessments.  

6) Simplifying Complex Tax Laws and Procedures: AI 

can assist both tax officers and citizens in understanding 

complex tax laws, guidelines, and procedures. For tax 

officers, AI can help simplify the process of interpreting 

regulations and provide suggestions on how to apply 

them in specific cases. For citizens, AI can clarify the 

filing process, ensuring that taxpayers comply with the 

law without feeling overwhelmed by complex legal 

language.  

7) Enhancing Decision - Making: By automating routine 

administrative tasks, AI enables tax officers to focus on 

more strategic, analytical, and decision - making roles. 

This shift in focus allows for more accurate assessments 

and better allocation of resources within tax authorities, 

improving overall efficiency and effectiveness.  

8) Personalized Taxpayer Assistance: With AI, tax 

authorities can offer more personalized services. AI 

systems can analyze an individual taxpayer’s history and 

provide tailored recommendations or notifications about 

tax filing deadlines, changes in tax laws, and potential 

deductions or credits they might be eligible for. This 

leads to greater taxpayer compliance and satisfaction.  

 

Overall, AI is transforming the role of tax authorities by 

automating routine tasks, improving fraud detection, and 

enhancing taxpayer interactions. This technology not only 

streamlines operations but also contributes to a more 

efficient, transparent, and responsive tax system.  
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8. AI’s Workplace Impact: Key Findings from 

a Study 
 

The 2024 Work Trend Index Annual Report shows that AI 

will affect every department in organizations. Companies are 

using AI to grow faster, cut costs, and automate processes. 

On one hand, tech workers are worried about losing their 

jobs, while on the other hand, companies are struggling to 

find enough employees with the right AI skills. The report 

finds that 75% of people already have some knowledge of 

AI, and more than half of them started using it recently. 

Younger people are more comfortable with AI than older 

people. Companies are prioritizing employees with AI skills, 

such as knowing how to use GenAI in their daily work. The 

study shows that 71% of leaders would prefer to hire a less 

experienced candidate with AI skills over a more 

experienced one without them. Additionally, 77% of leaders 

say they would give junior candidates with AI skills more 

responsibilities.  

 

At the workplace, there are four types of AI users: Skeptics, 

Novices, Explorers, and Power Users. Skeptics rarely use 

AI, while Power Users use it a lot, with Novices and 

Explorers in between.92% of Power Users say AI helps 

manage their workload and boosts creativity.93% can focus 

on more important tasks, and 91% feel more motivated and 

enjoy their work.  

 

9. AI and Quantum Computing: A Powerful 

Combination 
 

The future of AI combined with quantum computing in 

taxation offers transformative potential for the industry. 

Quantum computing, with its ability to process vast amounts 

of data at incredible speeds, can significantly enhance AI's 

capabilities in handling complex tax - related tasks. 

Quantum - powered AI could streamline the process of tax 

compliance, auditing, and optimization by enabling tax 

authorities and businesses to analyze large and complex 

datasets much more efficiently. This could result in faster 

and more accurate identification of tax fraud, errors, 

discrepancies, and inconsistencies in tax filings.  

 

With quantum AI, tax departments could enhance real - time 

compliance monitoring, automatically flagging discrepancies 

and ensuring that businesses adhere to the constantly 

evolving tax regulations. Quantum algorithms could also 

help optimize tax strategies by solving complex problems 

that involve large - scale data, such as predicting future tax 

liabilities or determining the most tax - efficient structure for 

multinational companies. In particular, quantum AI could 

assist with tax planning in multiple jurisdictions, accounting 

for diverse tax laws and regulations across borders in a much 

faster and more precise manner than is possible today.  

 

Additionally, quantum computing could enhance the speed 

and accuracy of tax audits, enabling authorities to process 

vast amounts of data quickly, spot irregularities, and target 

high - risk areas. It could also revolutionize areas like VAT 

recovery, ensuring that businesses can claim refunds on 

eligible expenses with greater precision and efficiency.  

 

However, while the potential benefits of combining AI and 

quantum computing in taxation are substantial, there are still 

challenges to overcome. Quantum computing technology is 

still in its early stages, with significant hurdles such as high 

error rates, limited scalability, and the need for advanced 

quantum hardware. Furthermore, the integration of quantum 

algorithms with AI in tax systems will require new methods 

of algorithm design and data processing, which may take 

time to develop.  

 

Nevertheless, as quantum computing matures, it is poised to 

reshape the future of taxation by making tax systems more 

efficient, accurate, and secure. By accelerating data analysis, 

improving compliance, and optimizing tax strategies, the 

combination of AI and quantum computing could offer 

substantial benefits to both tax authorities and businesses. 

The ability to solve complex tax - related problems with 

greater speed and precision could result in a more 

streamlined and effective tax system in the years to come.  

 

10. Conclusion 
 

AI has undoubtedly become a pivotal force in reshaping the 

landscape of taxation, offering substantial improvements in 

efficiency, accuracy, and compliance. Through its capacity 

to automate routine tasks, predict future tax trends, and 

enhance fraud detection, AI is driving a new era of tax 

management that is both faster and more precise. However, 

the full potential of AI in taxation is still unfolding, with 

quantum computing on the horizon offering the prospect of 

even greater advancements. By processing large datasets at 

unprecedented speeds, quantum computing could optimize 

tax strategies, enhance real - time compliance, and 

revolutionize tax audits. While challenges such as data 

quality and system integration remain, the ongoing 

development of AI technologies and their integration with 

emerging fields like quantum computing promises to 

transform the taxation industry even further. Moving 

forward, the continuous refinement and adoption of AI will 

be crucial in ensuring that tax systems remain efficient, 

accurate, and adaptable to the evolving demands of a 

globalized economy.  

 

References 
 

[1] Multiple Authors, Deloitte Website [Online], Tax 

Transformation trend 2023 [Title]: Available at:  https: 

//www.deloitte.com/global/en/services/tax/research/tax 

- transformation - trends. html  

[2] Steph Phenix [Author], SAP Concur [Online], AI and 

Tax Strategy [Title]: Available at: https: //view. 

highspot. 

com/viewer/6d561a4c254c5c90bc2cc9bb474a0f17  

[3] Erin Giordano [Author], SAP Concur [Online], 

Research Reveals Nearly 2/3 companies failed to 

reclaim VAT [Title]: Available at: https: 

//www.concur. com/blog/article/research - reveals - 

nearly - two - thirds - us - companies - fail - reclaim - 

vat - us - travelers 

[4] SAP Concur Team [Author], SAP Concur [Online], 

Why VAT Goes Unrecovered (and What to do about 

it) [Title]: Available at: https: //www.concur. 

Paper ID: SR25518190955 DOI: https://dx.doi.org/10.21275/SR25518190955 1219 

http://www.ijsr.net/
https://www.deloitte.com/global/en/services/tax/research/tax-transformation-trends.html
https://www.deloitte.com/global/en/services/tax/research/tax-transformation-trends.html
https://www.deloitte.com/global/en/services/tax/research/tax-transformation-trends.html
https://view.highspot.com/viewer/6d561a4c254c5c90bc2cc9bb474a0f17
https://view.highspot.com/viewer/6d561a4c254c5c90bc2cc9bb474a0f17
https://view.highspot.com/viewer/6d561a4c254c5c90bc2cc9bb474a0f17
https://www.concur.com/blog/article/research-reveals-nearly-two-thirds-us-companies-fail-reclaim-vat-us-travelers
https://www.concur.com/blog/article/research-reveals-nearly-two-thirds-us-companies-fail-reclaim-vat-us-travelers
https://www.concur.com/blog/article/research-reveals-nearly-two-thirds-us-companies-fail-reclaim-vat-us-travelers
https://www.concur.com/blog/article/research-reveals-nearly-two-thirds-us-companies-fail-reclaim-vat-us-travelers
https://www.concur.com/blog/article/why-vat-goes-unrecovered-and-what-do-about-it


International Journal of Science and Research (IJSR) 
ISSN: 2319-7064 

Impact Factor 2024: 7.101 

Volume 14 Issue 5, May 2025 
Fully Refereed | Open Access | Double Blind Peer Reviewed Journal 

www.ijsr.net 

com/blog/article/why - vat - goes - unrecovered - and - 

what - do - about - it 

[5] Taxback International Team [Author], TaxBack 

International [Online, Companies are missing 

opportunities to reclaim VAT on Accounts Payable 

invoices [Title]: Available at:: https: 

//taxbackinternational. com/blog/accounts - payable - 

vat - opportunity/?_gl=1*anqjym*_up*MQ. . 

*_ga*MjEyNTA2ODgyLjE3NDAwOTk3NzE. 

*_ga_RL5QZYYZ0E*MTc0MDA5OTc3MS4xLjEuM

Tc0MDA5OTc3OS4wLjAuMA. . 

*_ga_04V4LL3983*MTc0MDA5OTc3MS4xLjEuMT

c0MDA5OTc3OS4wLjAuMA 

[6] Oritsematosan Faith Dudu [Author], Olakunle 

Babatunde Alao [Author], and Enoch O. Alonge 

[Author], International Journal of Frontiers in 

Engineering and Technology Research, 2024, 07 (02), 

001–010 [Journal], Conceptual framework for AI - 

driven tax compliance in fintech ecosystems [Title]: 

Available at:: https: //doi. 

org/10.53294/ijfetr.2024.7.2.0045 

[7] Use of ChatGPT for Proofreading, Sentence 

Formation, and Grammar Correction. Available at: 

https: //chatgpt. com/  

[8] Unknown Author, International Monetary Fund 

[Online], How AI Can Help Both Tax Collectors and 

Taxpayers [Title]: Available at:: https: //www.imf. 

org/en/Blogs/Articles/2025/02/25/how - ai - can - help 

- both - the - taxman - and - the - taxpayer  

[9] Thomson Reuters Tax & Accounting [Online], How AI 

transformed the tax and accounting profession in 2023 

[Title]: Available at:: https: //tax. thomsonreuters. 

com/blog/how - ai - transformed - the - tax - and - 

accounting - profession - in - 2023/  

[10] Randy Carpenter [Author], Daren Campbell [Author], 

https: //www.ey. com/ [Online], Tax transformation: 

Adopting AI to drive efficiencies [Title]: Available at:: 

https: //www.ey. com/en_us/insights/tax - 

compliance/ai - and - the - transformation - of - tax - 

compliance 

[11] https: //www.microsoft. com/ [Online], AI at Work Is 

Here. Now Comes the Hard Part [Title]: Available at:: 

https: //www.microsoft. com/en - us/worklab/work - 

trend - index/ai - at - work - is - here - now - comes - 

the - hard - part#section1 

[12] Alex Shashkevich [Author], https: //news. stanford. 

edu/ [Online], Stanford researcher examines earliest 

concepts of artificial intelligence, robots in ancient 

myths [Title]: Available at:: https: //news. stanford. 

edu/stories/2019/02/ancient - myths - reveal - early - 

fantasies - artificial - life 

[13] Multiple Contributor, https: //en. wikipedia. org/ 

[Online], AI winter [Title]: Available at: https: //en. 

wikipedia. org/wiki/AI_winter 

 

 

Paper ID: SR25518190955 DOI: https://dx.doi.org/10.21275/SR25518190955 1220 

http://www.ijsr.net/
https://www.concur.com/blog/article/why-vat-goes-unrecovered-and-what-do-about-it
https://www.concur.com/blog/article/why-vat-goes-unrecovered-and-what-do-about-it
https://taxbackinternational.com/blog/accounts-payable-vat-opportunity/?_gl=1*anqjym*_up*MQ..*_ga*MjEyNTA2ODgyLjE3NDAwOTk3NzE.*_ga_RL5QZYYZ0E*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA..*_ga_04V4LL3983*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA
https://taxbackinternational.com/blog/accounts-payable-vat-opportunity/?_gl=1*anqjym*_up*MQ..*_ga*MjEyNTA2ODgyLjE3NDAwOTk3NzE.*_ga_RL5QZYYZ0E*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA..*_ga_04V4LL3983*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA
https://taxbackinternational.com/blog/accounts-payable-vat-opportunity/?_gl=1*anqjym*_up*MQ..*_ga*MjEyNTA2ODgyLjE3NDAwOTk3NzE.*_ga_RL5QZYYZ0E*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA..*_ga_04V4LL3983*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA
https://taxbackinternational.com/blog/accounts-payable-vat-opportunity/?_gl=1*anqjym*_up*MQ..*_ga*MjEyNTA2ODgyLjE3NDAwOTk3NzE.*_ga_RL5QZYYZ0E*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA..*_ga_04V4LL3983*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA
https://taxbackinternational.com/blog/accounts-payable-vat-opportunity/?_gl=1*anqjym*_up*MQ..*_ga*MjEyNTA2ODgyLjE3NDAwOTk3NzE.*_ga_RL5QZYYZ0E*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA..*_ga_04V4LL3983*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA
https://taxbackinternational.com/blog/accounts-payable-vat-opportunity/?_gl=1*anqjym*_up*MQ..*_ga*MjEyNTA2ODgyLjE3NDAwOTk3NzE.*_ga_RL5QZYYZ0E*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA..*_ga_04V4LL3983*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA
https://taxbackinternational.com/blog/accounts-payable-vat-opportunity/?_gl=1*anqjym*_up*MQ..*_ga*MjEyNTA2ODgyLjE3NDAwOTk3NzE.*_ga_RL5QZYYZ0E*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA..*_ga_04V4LL3983*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA
https://taxbackinternational.com/blog/accounts-payable-vat-opportunity/?_gl=1*anqjym*_up*MQ..*_ga*MjEyNTA2ODgyLjE3NDAwOTk3NzE.*_ga_RL5QZYYZ0E*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA..*_ga_04V4LL3983*MTc0MDA5OTc3MS4xLjEuMTc0MDA5OTc3OS4wLjAuMA
https://doi.org/10.53294/ijfetr.2024.7.2.0045
https://doi.org/10.53294/ijfetr.2024.7.2.0045
https://chatgpt.com/
https://www.imf.org/en/Blogs/Articles/2025/02/25/how-ai-can-help-both-the-taxman-and-the-taxpayer
https://www.imf.org/en/Blogs/Articles/2025/02/25/how-ai-can-help-both-the-taxman-and-the-taxpayer
https://www.imf.org/en/Blogs/Articles/2025/02/25/how-ai-can-help-both-the-taxman-and-the-taxpayer
https://tax.thomsonreuters.com/blog/how-ai-transformed-the-tax-and-accounting-profession-in-2023/
https://tax.thomsonreuters.com/blog/how-ai-transformed-the-tax-and-accounting-profession-in-2023/
https://tax.thomsonreuters.com/blog/how-ai-transformed-the-tax-and-accounting-profession-in-2023/
https://www.ey.com/
https://www.ey.com/en_us/insights/tax-compliance/ai-and-the-transformation-of-tax-compliance
https://www.ey.com/en_us/insights/tax-compliance/ai-and-the-transformation-of-tax-compliance
https://www.ey.com/en_us/insights/tax-compliance/ai-and-the-transformation-of-tax-compliance
https://www.microsoft.com/
https://www.microsoft.com/en-us/worklab/work-trend-index/ai-at-work-is-here-now-comes-the-hard-part#section1
https://www.microsoft.com/en-us/worklab/work-trend-index/ai-at-work-is-here-now-comes-the-hard-part#section1
https://www.microsoft.com/en-us/worklab/work-trend-index/ai-at-work-is-here-now-comes-the-hard-part#section1
https://news.stanford.edu/stories/2019/02/ancient-myths-reveal-early-fantasies-artificial-life
https://news.stanford.edu/stories/2019/02/ancient-myths-reveal-early-fantasies-artificial-life
https://news.stanford.edu/stories/2019/02/ancient-myths-reveal-early-fantasies-artificial-life
https://en.wikipedia.org/wiki/AI_winter
https://en.wikipedia.org/wiki/AI_winter



