AI transforms global tax enforcement as governments tighten compliance scrutiny
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Artificial intelligence is redefining tax enforcement worldwide, with authorities such as HM Revenue & Customs (HMRC), the US Internal Revenue Service (IRS) and the Canada Revenue Agency (CRA) deploying AI tools to uncover fraud, underreporting and complex tax avoidance schemes on an unprecedented scale.
Governments are driven by the vast sums lost to tax evasion. AI’s ability to process enormous datasets allows agencies to spot discrepancies human auditors might miss—comparing spending habits against declared income, analysing unusual VAT or GST refund claims, and linking shell companies to their real owners. These capabilities are no longer experimental; they are now integral to enforcement.
For businesses, the new reality is one of reduced tolerance for error. Even small mistakes in payroll or expense classification can trigger AI alerts, while aggressive tax strategies once seen as defensible are increasingly flagged by automated risk analysis. A mid-sized e-commerce firm misreporting VAT on cross-border sales, for example, could now be identified in near real time rather than during lengthy manual audits.
Many organisations are responding by adopting AI themselves to enhance compliance—automating filings, digitising documentation and running predictive audits to pre-empt regulatory issues. Professional services firms are using AI to reconcile payroll and benefits data, automatically identifying potential errors before they become liabilities.
In the US, the IRS has embraced AI through initiatives such as CI-FIRST, which uses machine learning to accelerate financial crime investigations, and the Large Partnership Compliance programme, which targets high-value partnerships with assets exceeding $10 billion. These systems direct audit resources toward the most complex and opaque structures, marking a shift to intelligence-led enforcement.
Not all developments have been without controversy. Proposals such as the No AI Audits Act in the US seek to restrict automated investigations, citing privacy and due process concerns. In response, tax agencies are embedding governance frameworks into AI deployments, including transparency, privacy and oversight safeguards, to maintain public trust.
AI is also being used to improve taxpayer engagement. Chatbots and robotic process automation now handle common queries and reduce processing delays. In the UK, firms such as V7 Labs are helping automate tax correspondence across jurisdictions by classifying notices and generating expert-informed responses, cutting administrative burdens for businesses and advisors alike.
The global shift signals a fundamental change in how compliance is managed. AI is turning tax administration into a system of real-time transparency and accuracy. Businesses that embrace it as a compliance ally—not just a threat—can reduce risk, enhance efficiency and strengthen trust with regulators.
As governments refine AI-driven enforcement and oversight, the UK is well placed to lead in setting responsible standards—combining technological innovation with fairness, accountability and public confidence in the digital age of taxation.
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