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Al in Tax today: Advantage or hype?

Artificial intelligence (Al) has transitioned from a futuristic concept to an expected component of
today's business landscape. And it's growing at a pace far exceeding any technology before it, with
businesses jumping in quickly to ride the wave. For example, in 2024 in the US alone, Al attracted
investment three times greater than the next most heavily funded sector, Cloud computing,
attracted a mere decade earlier. By 2025, the total US investment pledged from the US technology
giants such as Microsoft, Apple, and OpenAl for Al infrastructure reached US$425 billion (Fig. 1),
and is expected to be US$1.4 trillion over the next four years.

Figure 1. Investment in Al is outpacing past technology waves
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In tax departments, where precision, compliance,

and efficiency are vital, Al has the potential for
reshaping operations: From streamlining compliance
and accelerating payments, to enabling smoother
transactions with tax authorities, Al could help tax
departments save organizations time and money. Al can
also help streamline manual processes, performing initial
document reviews and analysis of complex scenarios
(e.g., due diligence, controversy, employment status),
data review and classification, and preparation for
compliance returns. While human validation is always
required, Al can increase efficiency and focus. When
Deloitte surveyed 1,000 tax and finance leaders for its
Tax Transformation Trends 2025 research, more than half
of the survey respondents (51%) chose the data-heavy
process of Transfer Pricing Documentation in their top
three areas for Al to take a leading role in (if they were to
allow Al to lead), while 37% chose Tax Data Management.

However, current efficiency gains are a drop in the
ocean compared to the hoped for untapped possibilities
of Al. The transformative potential of Al in generating
data-driven insights, for strategic decision-making,

and allowing for quicker responses to market shifts,
remains largely unrealized. Tax leaders today are
challenged by complying with evolving tax laws and
regulations, quantifying tax implications of alternative
scenarios, and accessing talent with tax expertise (Fig. 2).

In an environment of increasingly complex rules and a

regulatory environment often requiring ever increasing
amounts of data, Al tools are an effective way of keeping
up. Some tax authorities are already advancing with Al-
driven automation to improve compliance and reporting
and increasing numbers can be expected to demand
real-time access to companies’ data, another area where
Al automation would be useful.

The current market excitement surrounding Al

is tempered by concerns about its high cost and
environmental impact. Breakthroughs in Generative

Al (GenAl) and large language models are driving
investment, but the sector's history of volatility and

the risk of a speculative bubble remain. High capital
expenditure for Al development, intense competition
among providers, and looming regulatory, ethical, and
environmental concerns further complicate the picture.
For tax departments competing for limited resources
within their organizations, the substantial upfront
investment required to build internal Al capabilities
presents a significant challenge. Some companies

are looking to outsourcing as a way to gain access to
Al-powered solutions without the need for massive
capital expenditure and the ongoing cost of upgrades
as the technology evolves. In this way, tax leaders can
embrace Al strategically, focusing on demonstrable
business outcomes and managing risks effectively, while
leveraging outsourcing to mitigate the financial burden.

Figure 2. The three greatest challenges to achieving tax department priorities in the next three to five years

Rank 1

Complying with evolving tax laws and regulations

Quantifying the tax implications of alternative scenarios

Access to talent with the right tax expertise

Integrating tax data across the company

Source: Deloitte’s Tax Transformation Trends 2025 research
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What Tax leaders can (and
arguably should) do today

1. Test the water

Notwithstanding the hype, many tax departments I_ —l
remain hesitant about embracing Al, caught between

the excitement of technological innovation and
resistance to change. Tax leaders, understandably wary
of potential pitfalls (inaccuracy and data security chief
among them) are carefully weighing the risks against

By automating many of the manual
processes we manage today, we're
unlocking time and capacity to
focus on higher-value activities—Ilike

the promise of Al-powered efficiency. Many companies identifying savings opportunities and
have started simply with gaining familiarity with Al mitigating risk. One exciting example
tools, from leveraging GenAl to boost productivity is our use of Al to autodetect R&D
(e.g., drafting emails, summarizing documents) to efforts in the company. It's allowing
automating data-intensive tasks. us to maximize eligible tax credits
According to Deloitte’s Tax Transformation Trends 2025 with greater accuracy and speed.
re;ea.rgh, 21% oftax. Ieaders are testing thg water by Ingrid Berner

prioritizing automating rout{ne dqta ta;ks using Al. Somg Senior Vice President, Tax Operations
have already started experimenting with more strategic and Technology, AT&T

tasks for Al such as tax planning enhancement (10%) and |
identifying tax risks and opportunities (8%). (Fig. 3)

|

Figure 3. Priorities for Al use in the tax department

Automating routine data entry and processing

Improving accuracy in tax calculations

Analyzing large datasets for tax compliance

Enhancing tax planning and strategy

Identifying tax risks and opportunities

Generating tax reports and documentation

Managing tax audits and responses

Detecting potential errors or anomalies in tax filings

Forecasting tax liabilities and future tax trends

Streamlining communication and reporting with other departments

Ensuring real-time updates on tax regulation changes

Source: Deloitte’s Tax Transformation Trends 2025 research
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2. Employ an outcomes-based approach

With so much choice in Al tools on the market, and more
being developed by the day, it's important not to forget
first principles and have clarity about the business or tax
department objectives. Start by defining what success
looks like: Is it streamlined compliance (as prioritized

by 47% of Tax Transformation Trends 2025 survey
respondents in moving toward lower-cost resourcing
models for global tax provision)? Better insights (implied
by the need for data analytics skills)? Reduced costs
(achieved through automation, as indicated by 41% of
survey respondents)? Improved accuracy? Clearly defined

goals clarify the evaluation criteria for Al tool functionality.

Typically, it is important to integrate Al tools into the
operations where people spend their time. Also consider
integrating data flows from Systems of Record/Enterprise

Resource Planning systems and boundary systems into Al

tools.

For example, as early as 2023, a Deloitte team in the US
experimented with creating a tax research assistant. The

aim was to free up tax practitioners’ time to be able to
focus more on the client and less on the research. The
internal GenAl-powered tax research tool developed
managed to replace roughly five out of eight traditional
steps. The pilot showed gains in efficiency and speed,
although the tool was later replaced with a third-party
product still in use today because of maintenance time
and effort.

Focus on value, not novelty: Some Al tools, like ChatGPT,
are already proving productive. Others, like agentic
systems, are more disruptive and require deeper
consideration. If initial priorities center on efficiency,
incremental improvements to existing tax processes
within the ERP system may be sufficient. This approach,
enhancing ERP systems with Al-driven tax analysis tools,
has already been implemented by 46% of respondents
to Deloitte’s Tax Transformation Trends 2025 survey, with
another 44% planning to do so (Fig. 4).

Figure 4. Changes already made or planning to be made to ERP systems

@ Plan to make this change

Implement real-time data processing for tax
calculations

Enhance ERP integration with Al-driven tax
analysis tools

Implement e-invoicing to improve data accuracy
and consistency across jurisdictions

Increase ERP compatibility with external
regulatory platforms

Source: Deloitte’s Tax Transformation Trends 2025 research
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3. Prepare tax data for Al

Poor data quality can lead to inaccurate insights, flawed
predictions, and ultimately, incorrect tax filings or
strategies. The old “garbage in, garbage out” principle is
just as true today with Al as it was when the term was
popular in the early days of computing. The accuracy of
Al algorithms is directly tied to the quality of their training
data. To mitigate inaccuracies, many Al tools are often
limited to specific, high-quality datasets. Consequently,
incomplete or inconsistent tax data not only hinders
automation, but also poses a significant risk, ranging
from incorrect calculations and missed deductions to
substantial financial penalties, regulatory scrutiny, and
even reputational damage.

With the right quality of data, Al can process information
much faster than it can when dealing with poor data,
providing quicker insights and allowing for more timely
business decision-making. This necessitates a well-
defined data strategy and approach, which is crucial for
understanding what data should and could be used to
advance Al-fueled business outcomes. This strategy must
also take into account data privacy and confidentiality,
clearly defining what data is vital for your tax process
flows and identifying the systems that house that data.
By meticulously preparing and cleaning tax data, a tax
leader can unlock accurate insights, improve efficiency,
and reduce risk.




Testing the water | Al-enabled Tax Transformation

4. Sink or swim: Address the barriers

Trust is the ultimate gatekeeper: 77% of Tax Transformation
Trends 2025 survey respondents said they require 90%

or higher accuracy before entrusting Al with their tax
processes. This reflects the exacting and regulated nature
of tax, its impact on the business, and a need for greater
transparency and confidence in Al's capabilities.

However, the journey to successful Al adoption is
challenging. A recent MIT report (The GenAl Divide: State of
Al in business 2025) revealed that many generative Al pilot
initiatives fail to deliver expected returns, often due to
difficulties integrating Al tools with existing systems and
an organization’s culture, rather than technical limitations.
MIT also found that significant investment is frequently
misdirected to areas with limited measurable impact.

Beyond trust issues, other factors are preventing tax
leaders from diving in headfirst (Fig. 5). These include
budget constraints (cited by 45% of Deloitte's Tax
Transformation Trends 2025 survey respondents), /imited

Al expertise within teams (36%), and a lack of a clear Al
strategy (33%). Furthermore, concerns about data security
and privacy (30%) and insufficient support from company
leadership (28%) are significant hurdles.

The barriers to Al adoption are both technical and cultural.
Company-wide challenges typically involve integrating
with existing systems, addressing cybersecurity concerns,
and securing leadership buy-in. However, within the tax
department's direct control, progress is often slowed by
factors such as limited Al expertise, the absence of a clear
strategic roadmap, and uncertainty regarding specific use
cases (Fig. 5), all of which can be addressed internally.
While there aren't any quick fixes, these issues are
solvable. A cautious approach is to start small, learn
quickly, and build confidence along the way. Crucially,

a programmatic and thoughtful deployment strategy,
focused on solving core business problems, yields better
engagement and ROI than simply introducing tools
without clear guidance.

Figure 5. Factors holding tax leaders back from implementing Al

Budget constraints

Limited Al expertise within the team
Uncertainty about Al accuracy and reliability
Lack of Al strategy

Concerns about data security and privacy
Insufficient support from company leadership
Lack of Al solutions specific to our needs

Lack of integration with current systems

Uncertainty about use cases

Source: Deloitte’s Tax Transformation Trends 2025 research

To harness the truly transformative power of Al in tax
operations, a fundamental re-wiring of existing processes
and workflows is usually essential. Simply applying Al

to current systems, without addressing underlying
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inefficiencies, standardized processes, and legacy

data challenges, will likely yield minimal returns and a
poor ROI. Successful Al integration requires a holistic
approach, encompassing data standardization, process
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automation, and the development of new, Al-optimized
workflows. This might involve redesigning data-capture
methods, streamlining internal communication channels
and process workflows, and even restructuring teams to
leverage Al's capabilities effectively.

Organizations should measure success beyond just
quantitative metrics, considering qualitative impacts and

5. Top up the talent pool

aligning measurement with actual outcomes. Viewing
Al as one tool within a broader strategy to transform
operations, rather than a standalone solution, is vital
for unlocking its full potential and achieving substantial
savings, improved accuracy, and enhanced strategic
decision-making. This can be particularly challenging
when navigating an environment of rapid Al innovation
and market shifts.

For most organizations outside of the Al industry itself,
Alis new territory. A barrier to implementation (Fig. 5) is
limited Al expertise in the team, and 45% of Deloitte's Tax
Transformation Trends 2025 survey respondents identified
Al-related skills as their greatest need in the next one to
two years. In addition, 94% of respondents believe Al skills
will be essential within the next four to five years (Fig. 6). In
a bid to improve their tax teams' technological expertise,
53% of respondents said they are actively recruiting
digitally native talent skilled in technology and Al.

To address challenges, basic first steps should therefore
include defining the outcomes you want to achieve with

Figure 6. The importance of Al skills in Tax

Al and planning to bring new skills into the team. In the
same research, 70% of respondents said technology
strategy and budget are largely set by Finance or IT, and
over 98% said they rely on either finance teams or shared
service centers for some aspects of their tax operations.
Given the wide distribution of tax work and stakeholders
who will have a broader enterprise view on the specialist
or supporting functions, talent strategy, and skillsets,
fostering close collaboration with Finance and IT is
essential for better use of Al across the enterprise.

94%
82%
57%
32%
N
11% c—
1% — 6%
0%
2025 2027 2030

== Essential

Source: Deloitte’s Tax Transformation Trends 2025 research
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[ Il
What's next?

Whether through outsourcing, shared services, or partnerships, there are
ways to get started while building a longer-term strategy.

The message is clear: embrace Al or risk being left behind. But adoption
doesn’t mean going all-in overnight or doing it alone. The Al landscape

is noisy, and new tools are emerging constantly, each promising more
than the last. It's tempting to wait for clarity, but waiting too long could
mean falling behind. Tax departments have an opportunity to achieve the
ambition of being a strategic business partner; evolving from compliance
enforcers to invaluable advisers, contributing significantly to overall
business success. The next step? Determine what business issue you are
trying to solve and then develop a robust strategic roadmap to define
your goals for Al implementation and measuring success.
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Sources for chart figures in Figure 1

" National Venture Capital Yearbook US (2000), SEC Filings for IPO Proceeds

2 National Venture Capital Yearbook (2007) Tech Crunch acquisitions data, Crunchbase funding validation
3 CloudTimes Global Cloud Spend, Forbes US Enterprise Cloud Share

4 Pitchbook Global Al VC Spend, Investor’s Business Daily Al Infrastructure Investments | All GDP Investments
from historical Bureau of Economic Analysis

5 Calculated from various sources earlier in 2025, including;:

Project Stargate (OpenAl)
https:/openai.com/index/announcing-the-stargate-project/

Apple
https:/www.apple.com/newsroom/2025/02/apple-will-spend-more-than-500-billion-usd-in-the-us-over-the-next-four-

years/
https://www.forbes.com/sites/kolawolesamueladebayo/2025/02/26/inside-apples-massive-500-billion-ai-bet/

Amazon
https://www.cnbc.com/2025/02/06/amazon-expects-to-spend-100-pillion-on-capital-expenditures-in-2025.html

Microsoft
https:/www.cnbc.com/2025/01/03/microsoft-expects-to-spend-80-billion-on-ai-data-centers-in-fy-2025.html
Alphabet/Google
https.//www.reuters.com/technology/alphabet-ceo-reaffirms-planned-75-billion-capital-spending-2025-2025-04-09/
Meta

https:/techcrunch.com/2025/07/30/meta-to-spend-up-to-72b-on-ai-infrastructure-in-2025-as-compute-arms-race-
escalates/#:~text=Al-Meta%20t0%20spend%20up%20to%20$72B%200n%20A1%20infrastructure,intelligence%20
efforts%20and%20business%200operations.%E2%80%9D

The New Deal Spend
https:/www.stlouisfed.org/on-the-economy/2017/may/which-bigger-2009-recovery-act-fdr-new-deal#:~:text=Total%20
Cost,much%20longer%20than%20ARRA%20programs.

https:/www.in2013dollars.com/us/inflation/2021?amount=793

Interstate Highway System
https:/en.wikipedia.org/wiki/Interstate_Highway System
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https://www.apple.com/newsroom/2025/02/apple-will-spend-more-than-500-billion-usd-in-the-us-over-the-next-four-years/
https://www.forbes.com/sites/kolawolesamueladebayo/2025/02/26/inside-apples-massive-500-billion-ai-bet/
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https://techcrunch.com/2025/07/30/meta-to-spend-up-to-72b-on-ai-infrastructure-in-2025-as-compute-arms-race-escalates/#:~:text=AI-,Meta%20to%20spend%20up%20to%20$72B%20on%20AI%20infrastructure,intelligence%20efforts%20and%20business%20operations.%E2%80%9D
https://www.stlouisfed.org/on-the-economy/2017/may/which-bigger-2009-recovery-act-fdr-new-deal#:~:text=Total%20Cost,much%20longer%20than%20ARRA%20programs.
https://www.stlouisfed.org/on-the-economy/2017/may/which-bigger-2009-recovery-act-fdr-new-deal#:~:text=Total%20Cost,much%20longer%20than%20ARRA%20programs.
https://www.in2013dollars.com/us/inflation/2021?amount=793
https://en.wikipedia.org/wiki/Interstate_Highway_System

Testing the water | Al-enabled Tax Transformation

Contacts

Andy Gwyther

Deloitte Global Operate Leader
Tax & Legal
agwyther@deloitte.co.uk

Nathan Andrews
Partner

Deloitte Tax LLP
nandrews@deloitte.com

Jeff Butt

Tax & Legal Operate Leader
Deloitte Canada
leButt@deloitte.ca

Christophe De Waele

Tax & Legal Operate Leader
Deloitte North & South Europe
cdewaele@deloitte.com

Ana Santiago Marques

Tax & Legal Operate Leader
Deloitte Central Europe
asantiagomarques@deloitte.pt

Alexandra Montealegre
Tax & Legal Operate Leader
Deloitte Spanish-LATAM
amontealegre@deloitte.com

Francisco José Montiel
Tax & Legal Operate Leader
Deloitte Spain
jmontiel@deloitte.es

Eric Peel

Tax Operate Leader
Deloitte Tax LLP
epeel@deloitte.com

Charbel Ramos

Tax & Legal Operate Leader
Deloitte Spanish-LATAM
chramos@deloittemx.com

Luiz Fernando Rezende Gomes
Tax & Legal Operate Leader
Deloitte Brazil
Irezende@deloitte.com

Piyus Vallabh

Tax & Legal Operate Leader
Deloitte Asia Pacific
piyvallabh@deloitte.com

Emily VanVleet

Partner, Operations Transformation
for Tax, Deloitte Tax LLP
evanvleet@deloitte.com

Jacqui Wierzbowski

Tax & Legal Operate Leader
Deloitte Africa
jwierzbowski@deloitte.co.za



mailto:agwyther%40deloitte.co.uk?subject=
mailto:evanvleet%40deloitte.com?subject=
mailto:lrezende%40deloitte.com?subject=
mailto:piyvallabh%40deloitte.com?subject=
mailto:chramos%40deloittemx.com?subject=
mailto:jmontiel%40deloitte.es?subject=
mailto:epeel%40deloitte.com?subject=
mailto:amontealegre%40deloitte.com?subject=
mailto:asantiagomarques%40deloitte.pt?subject=
mailto:cdewaele%40deloitte.com?subject=
mailto:JeButt%40deloitte.ca?subject=
mailto:nandrews%40deloitte.com?subject=

Deloitte.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (DTTL), its global network of member
firms, and their related entities (collectively, the “Deloitte organization”). DTTL (also referred to as “Deloitte
Global") and each of its member firms and related entities are legally separate and independent entities,
which cannot obligate or bind each other in respect of third parties. DTTL and each DTTL member firm
and related entity is liable only for its own acts and omissions, and not those of each other. DTTL does not
provide services to clients. Please see www.deloitte.com/about to learn more.

Deloitte provides leading professional services to nearly 90% of the Fortune Global 500® and thousands
of private companies. Our people deliver measurable and lasting results that help reinforce public trust in
capital markets and enable clients to transform and thrive. Building on its 180-year history, Deloitte spans
more than 150 countries and territories. Learn how Deloitte’s approximately 460,000 people worldwide
make an impact that matters at www.deloitte.com.

This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited
(“DTTL"), its global network of member firms or their related entities (collectively, the “Deloitte organization"”)
is, by means of this communication, rendering professional advice or services. Before making any decision
or taking any action that may affect your finances or your business, you should consult a qualified
professional adviser.

No representations, warranties or undertakings (express or implied) are given as to the accuracy or
completeness of the information in this communication, and none of DTTL, its member firms, related
entities, employees or agents shall be liable or responsible for any loss or damage whatsoever arising
directly or indirectly in connection with any person relying on this communication. DTTL and each of its
member firms, and their related entities, are legally separate and independent entities.

© 2025. For information, contact Deloitte Global.

CoRe Creative Services. RITM2277857


http://www.deloitte.com/about
http://www.deloitte.com

	Contents

