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Abstract – Global move towards mandatory electronic invoicing and real time digital tax filing is a paradigm shift in fiscal 

governance, with 40 countries currently adopting real time transaction controls. This paper explores the two aspects of the 

process: the burden of compliance requirements for firms including Small and Medium Enterprises (SMEs) and the business 

opportunities offered by adoption of e-invoicing systems. The paper draws from examples of implementation of digital tax 

requirements in Europe, Latin America and the Asia Pacific region to explore a methodology for sustainable adoption of 

electronic invoicing based on coherent tax technology architecture. The analysis shows that although the process brings 

considerable revenue benefits to governments, compliance costs for micro businesses are likely to be higher than the taxes they 

pay. From the findings, organizations adopting technology strategies are able to record major cuts in processing costs and 

ensure that their tax operations become strategic business facilitators. Business sustainability in the era of digital tax 

requirements calls for considering compliance as data management problem rather than a requirement. 
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I. INTRODUCTION 
 

The current state of international tax administration is 

experiencing its largest change ever since the advent of 

value-added tax (VAT) regimes. During the past ten years, 

the process of gradual adoption of pilot projects on 

selected companies for digital invoice issuance has 

gradually transformed into legally binding systems of 

structured and increasingly real-time transaction reporting 

in major countries. Requirements for mandatory e-

invoicing have become widespread in Europe, Latin 

America, Asia-Pacific and Middle East regions with Italy, 

India, Brazil, and Poland being among the countries which 

prove that real-time validation of invoices is feasible 

nationwide. As of March 2025, the VAT in the Digital Age 

(ViDA) package approved by the EU sets out the 

mandatory digital reporting and structured e-invoicing for 

intra-EU B2B transactions since July 2030 [6][8]. In the 

Middle East region, the UAE government is implementing 

mandatory e-invoicing in a phased manner where 

voluntary implementation commences in July 2026 and 

obligatory requirement becomes applicable from January 

2027 for businesses with yearly income over AED 50 

million. 

 

For companies, it becomes a dual threat. First, there are 

high transaction costs related to digital tax compliance, 

especially for small and medium-sized companies [3][4]. 

Studies by the International Growth Centre show that 

compliance costs for micro and small businesses in VAT 

may be higher than VAT itself, while bigger companies 

manage it in a smaller share of their tax burden [3]. In 

India, although the GST e-invoicing system creates a 

reliable digital record of economic activity, only a tiny part 

of the MSME sector has been fully digitalized, which leads 

to the creation of a two-speed economy with digitally 

advanced companies receiving capital and organizing 

processes, and others lagging behind [4]. The fragmented 

implementation with different rules, software, and 

deadlines in different countries makes a phenomenon 

known as the "integration tax" [6][8]. 

 

However, the digital transformation of tax compliance is 

also presenting an opportunity like no other before to 

achieve sustainability within business. Digital invoicing 

facilitates significant savings in terms of the costs incurred 

in manually entering data and in avoiding any mistakes in 

the process, in addition to speeding up the payment 

process and improving credit evaluations using validated 

digital data for transactions [7]. In a survey conducted 

among multi-country sellers, a large number of 

respondents felt that the implementation of international e-

invoicing regulations had positively impacted their 

business in terms of finances, and some even cited that it 

led to direct cost savings [6]. 
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This paper explores the opportunities and threats of digital 

tax compliance and mandatory e-invoicing regulations. 

Specifically, the study tries to answer the following 

questions: 

 What is the nature of compliance costs associated with 

digital tax regulation and how do these costs differ 

among firms according to their size? 

 What strategic opportunities arise due to e-invoicing 

implementation in terms of efficiency and inclusion? 

 How can firms build sustainable tax technologies 

strategies which will not be limited to point solutions? 

 

This paper suggests a methodology of e-invoicing 

implementation, quantitatively analyses the global 

practices and offers recommendations to businesses in the 

process of this regulation transformation. 

 

II. LITERATURE SURVEY 
 

The academic and practical literature regarding digital tax 

compliance has grown quickly due to the need for 

electronic invoicing across countries. This survey 

highlights the results of recent research on digital tax 

enforcement, compliance costs and strategic change. 

 

First of all, digital VAT enforcement can lead to an 

increase in revenue due to the use of e-invoicing and real 

time reporting. According to Bellon et al. [1], there is a 

positive effect from the use of e-invoicing in forty 

countries. The authors have found that mandatory e-

invoicing systems help to increase the productivity of 

VAT, as the effect is achieved mainly because of increased 

underreporting detection, but not expansion of the tax base 

[1]. Thus, the authors have concluded that it is possible to 

enforce tax compliance when there are clear penalties for 

violation and the process is simplified [1]. This conclusion 

is confirmed by the research of Slemrod [2], who claims 

that the main problem of tax enforcement is the shift from 

complex audit to purchase and sales data matching. 

 

The literature on the compliance burden shows substantial 

heterogeneity in firm size. As shown through a meta-

analysis by Okunogbe and Tourek [3], the compliance cost 

of tax is regressive, meaning that micro and small firms 

carry more relative burdens. In regard to digital mandates, 

Santoro et al. [4] showed that in emerging economies, 

firms with less than ten workers have compliance costs that 

may amount to many times the total VAT paid, thus 

encouraging informalisation of businesses [4]. The result is 

similar to previous studies of tax compliance but also 

suggests that failure of consideration of firm capability can 

lead to even bigger disparity with digital mandate [3][4]. 

 

From the information system perspective, Bredmar [5] 

looked at the adoption of e-invoicing solutions in 

Scandinavia and noted that the success factor lies not with 

the choice of technology but in how well the organisation 

integrates [5]. Organisations that saw e-invoicing as 

merely a finance function project and not as a strategy 

change saw higher implementation costs and benefits [5]. 

This observation is in line with the digital transformation 

literature. 

 

The literature on strategic opportunities stresses the 

importance of e-invoicing as a tool for enhancing 

efficiencies. For instance, according to PwC's worldwide 

study [6], integration of tax technology systems makes it 

possible to have real-time insights into transactions which 

eliminates the need for reconciliations and makes for 

improved cash flows due to shorter payment periods [6]. 

OECD [7] has noted that e-invoicing is a cornerstone of 

public service digitisation which helps achieve financial 

inclusion through verified transaction history records used 

for credit evaluation of underserved small businesses. 

 

A comparative study of various approaches to 

implementing e-invoicing shows how important the 

implementation design is for the effectiveness of e-

invoicing. According to González & Okunogbe [8], 

centralized systems used in Brazil and Mexico have a 

much stronger effect on revenue generation but involve 

more compliance costs compared to decentralized models 

in use in Europe [8]. Such a trade-off is inherent in any 

approach to e-invoicing and reflects the tension between 

administrative efficiency and business flexibility which is 

at the core of EU ViDA [6][8]. 

 

Lastly, the literature on tax technology strategy by 

practitioners stresses the risks associated with adopting a 

reactionary, tick-box approach to compliance. For 

instance, Ernst and Young [9] proposed that organisations 

should be able to create technology architectures which 

would allow quick responses to changes in regulatory 

environment, yet still ensure seamless integration with core 

business systems [9]. In a similar vein, Deloitte [10] 

highlighted the position of the CFO when it comes to using 

tax data as part of a strategy for achieving business 

intelligence, forecasting and risk management [10]. 

 

The existing literature provides clear evidence on the 

effects of digital tax regulation on revenue and compliance 

cost. However, there is little information on the strategies 

for the sustainable adoption of these regulations among 

firms of various sizes. The current study fills in the 

existing gap in the literature by suggesting an adoption 

model for e-invoicing that takes into account capabilities 

of the firms. 

 

III. PROPOSED METHODOLOGY 
 

In this section, a systematic method will be discussed on 

how organizations can realize sustainable digital tax 

compliance and adoption of e-invoicing. This method will 

be based on systems thinking principles and will 

http://www.ijnrefm.com/


 

International Journal for Novel Research in Economics , Finance and Management  

www.ijnrefm.com 

ISSN:3048-7722 

Volume 4, Issue 5, Sep-Oct-2026, PP: 01-7 
 

 

 Page-3 

  
 

incorporate best practices observed in various 

jurisdictions. The method will consist of five consecutive 

phases namely: assessment and planning, system 

architecture development, integration and data 

management, validation and testing, and monitoring and 

optimization. The method is meant to scale across different 

firm sizes but recognizes limited resources for different 

implementations. 

 

Phase 1: Assessment and Strategic Planning 

The first stage entails conducting a detailed evaluation of 

the current status of the organization, as well as its 

regulatory requirements. This entails identifying all the 

jurisdictions within which there is a digital tax obligation 

and the types of transactions to be captured. The 

organization needs to conduct an audit of the available 

processes such as enterprise resource planning (ERP) 

systems, billing processes, procurement processes, and 

accounting systems so as to establish their integration 

capability. This stage also seeks to establish any data 

quality deficiencies and gaps in process standardization 

and master data management that might affect automation. 

The strategic planning process will also entail developing a 

timeline for adoption and success criteria. 

 

Phase 2: Technology Architecture Design 

The technology architecture acts as the base for achieving 

sustainable digital tax compliance. This is shown in Figure 

1, where the technology architecture is made up of three 

interlinked layers: 

 

 
Figure 1: Integrated Tax Technology Architecture for 

Digital Compliance 

The Business Systems Layer includes source data capture 

from transaction systems and internal management 

reporting outputs. The Tax Engine Layer is the central 

component of the architecture and includes:  

 Rules Management component that allows setting up 

jurisdiction-specific tax calculations 

 Data Transformation component that transforms source 

data into the required format 

 Validation component that validates the data according 

to business rules and authority schemas 

 Archival component that ensures storage of audit-ready 

data 

 

The External Interfaces Layer takes care of secure 

interaction with the tax authorities and trading partners. 

The security component encrypts, authenticates, and 

controls access to all other components of the system, 

while the audit component logs all transactions. 

 

The critical design considerations include deciding on 

building, buying or subscribing to managed services. 

Organizations lacking IT capabilities internally may prefer 

cloud tax engines with jurisdiction rules already set up to 

be deployed more quickly and easily with lower 

maintenance requirements. Large organizations having 

customized applications may opt for embeddable tax 

engines which can be integrated directly into their 

enterprise resource planning systems. Hybrid options 

which involve core calculations being handled centrally 

and jurisdictional differences managed using customizable 

rules are also available. 

 

Phase 3: Integration and Data Management 

Integration connects the tax engine with business systems 

to enable automated data capture and reporting. Figure 2 

illustrates the integration patterns for different transaction 

flows: 

 

 
Figure 2: E-Invoicing Data Integration Patterns 

 

The real-time pattern is critical for places that need pre-

clearance because the invoice needs to be checked and 
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approved before being released to the customer. The real-

time pattern reduces the possibility of the invoice being 

rejected; however, it needs good connectivity and quick 

response time. The batch pattern is appropriate for a post-

clearance environment because the invoice will be issued 

first and then reported within certain periods, with reduced 

infrastructure needs, but with late error detection. 

 

Data management includes master data management which 

often causes compliance problems. It is necessary to create 

a governance process for managing tax numbers for 

customers and suppliers, classification codes, and 

addresses. The tax engine needs to have rules related to the 

calculation of VAT/GST according to the type of 

transaction, the relevant jurisdiction and rate, along with 

versioning capabilities for handling regulatory changes. 

Data archiving has to comply with retention periods which 

vary between five to ten years. 

 

Phase 4: Validation and Testing 

Validation guarantees that the system generates reports 

that are accurate, comprehensive, and up to date. This 

involves unit testing of the modules of the tax engine, 

integration testing between systems, and user acceptance 

testing of the entire process with samples that cover all 

possible types of transactions in different jurisdictions. 

Companies need to consider not just the success cases but 

also the handling of errors such as connectivity problems, 

wrong data formats, and rejection by the tax authority. 

Several tax authorities provide sandbox facilities that 

companies can use to validate their reports. 

 

Phase 5: Continuous Monitoring and Optimisation 

This last stage focuses on the fact that regulatory change is 

a continuous process. There must be monitoring of 

authority change on a continuous basis for tax technology 

systems, with a mechanism for changes to the rule 

configuration without interrupting system operations. It is 

important to have performance indicators like accuracy 

rate of reporting, processing time, and frequency of 

exception handling. It is essential to conduct regular 

reviews of integration effectiveness and automation 

possibilities in order to keep up with the changing 

requirements of the business. 

 

IV. ANALYSIS AND DISCUSSION 
 

In this section, we analyze quantitatively the digital tax 

compliance solution implementation, discussing the costs 

associated, its operational implications, and the 

comparative results among different regions and firm sizes. 

Our analysis is based on data from studies that have been 

done before, as well as surveys and implementation cases. 

 

Compliance Cost Structures 

The cost of digital taxation depends greatly on firm size, 

jurisdictional complexities, and technology strategy. In 

figure 3 below is a representation of cost of compliance 

depending on firm size presented as a percentage of VAT 

paid. 

 

 
Figure 3: Digital Tax Compliance Costs by Firm Size 

 

As it is shown in the chart below, there is an element of 

regressiveness in the cost of compliance. In case of micro-

enterprises, the cost may be higher than their remittance in 

terms of VAT; such costs are fixed cost in nature due to 

limited internal capabilities to bear them. This variability 

is relatively lesser in case of bigger firms, where there are 

benefits of economies of scale and presence of finance 

functions. 

 

The major cost factors for small firms are as follows:  

 Costs associated with the procurement and maintenance 

of technology, which are mostly fixed and not related 

to the volume of transactions 

 Costs associated with training and consultancy of 

employees 

 Costs related to manual processing of information where 

automation does not suffice 

 Fines for erroneous reporting 

 

These costs become highly burdensome for 

microenterprises, thereby making formalisation less 

beneficial. 

 

In case of large firms, the costs are related to integration, 

process change, and regulatory monitoring. Nonetheless, 

these costs account for a smaller percentage of the total 

taxes payable and are easily accommodated within the 

budgets of finance functions. For large firms, the problem 

lies in the compounding of the number of jurisdictions and 

their specificities. 

 

Operational Efficiency Gains 

In addition to the compliance issues, there is an 

operational benefit of implementing e-invoicing in terms of 

process automation and data integration. Figure 4 displays 

the comparison between manual and electronic invoices. 

http://www.ijnrefm.com/


 

International Journal for Novel Research in Economics , Finance and Management  

www.ijnrefm.com 

ISSN:3048-7722 

Volume 4, Issue 5, Sep-Oct-2026, PP: 01-7 
 

 

 Page-5 

  
 

 
Figure 4: Invoice Processing Metrics: Manual versus 

Digital Workflows 

 

This example demonstrates the advantages resulting from 

the increased efficiency of digitization. The time for each 

invoice is decreased by a magnitude of ten due to the 

elimination of manual input and validation processes. 

Errors are minimized due to the fact that any mistakes will 

be revealed during the validation process. The lower costs 

are the result of reduced processing time and fewer error 

corrections. The shorter payment cycle provides benefits 

for working capital management through faster transfer 

and reconciliation of invoices rather than using the mail 

and manual processing. 

 

These savings manifest themselves in direct monetary 

gains for the firm. Organizations that make use of 

integrated tax engines are able to save money on the 

operating costs of the finance function. This saving is 

greatest where e-invoicing substitutes for manual 

processing. 

 

Comparative Analysis Across Jurisdictions 

Various countries have used different e-invoicing schemes, 

which has influenced the compliance cost and results for 

businesses. Table 1 below highlights the important aspects 

of some of these schemes. 

 

 

Table 1: Comparative Analysis of E-Invoicing Implementations by Jurisdiction 

Jurisdiction Model Type Mandate Status Key Features Business Impact 

Brazil 
Centralised 

Clearance 

Fully operational 

since 2006 

Pre-clearance, NFC-e 

(national standard), 

mandatory for all B2B 

High compliance burden; 

multiple formats; 

significant SME challenges 

Italy 
Centralised 

Clearance 

Fully operational 

since 2019 

SdI platform, mandatory 

B2B/B2C, PEPPOL 

optional 

Moderate burden; clear 

national standard; 

integration required for all 

India 
Centralised 

Clearance 

Phased rollout since 

2020 

IRP system, B2B only, 

multiple IRPs, dynamic 

QR codes 

Moderate burden; real-

time validation; digital trail 

for credit 

Poland 
Decentralised 

Reporting 
Phased from 2024 

KSeF platform, optional 

from 2024, mandatory 

planned 

Initially moderate; optional 

phase allows learning 

UAE Hybrid Model 

Voluntary from July 

2026; Mandatory 

January 2027 

Federal Tax Authority 

clearance, phased by 

revenue 

Anticipated moderate; 

phased approach reduces 

initial burden 

EU ViDA 
Decentralised 

Reporting 

Mandatory from 

July 2030 

PEPPOL standard, real-

time reporting, cross-

border harmonisation 

Long-term moderate; 

harmonisation reduces 

multi-jurisdiction 

complexity 

 

However, the analysis shows that there are marked 

differences in compliance requirements. In centralized 

systems, the requirement is for instant validation of 

authority before the generation of the invoices. In 

decentralized systems, the invoices are generated first, 

followed by reporting. It becomes important to ensure 

proper reconciliation after the invoice generation process. 

EU ViDA is one such effort towards harmonization among 

member countries. 

 

The centralised clearance approach implemented in Brazil, 

Italy, and India has better revenue compliance impact but 

places high initial costs on business operations. Companies 
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doing business in such environments are required to invest 

in advanced technology without any compromises and be 

able to validate in real time. In contrast, Europe opts for 

the decentralised reporting system, which requires less 

technology but robust reconciliations to detect invoice 

inconsistencies. 

 

Strategic Opportunities and Business Sustainability 

The research shows that organisations are able to leverage 

compliance into strategic gains by leveraging three means. 

First, tax data integration offers real-time visibility through 

transactions that facilitates business intelligence. Financial 

department can analyze invoice data to uncover customers' 

payments, product profitability, and regional trends 

without having any data collection process separately. This 

will make sure that there will be no lag between action and 

finance in the organisation. 

 

Second, validation through digital transaction history 

facilitates access to finance among small businesses. With 

e-invoicing becoming an increasingly common practice 

among banks when performing credit checks, small and 

medium-size enterprises have an opportunity to get 

financed by factoring invoices and supply chain finance. 

 

Finally, companies that have developed mature platforms 

for their tax management technology will be able to 

comply with new regulation requirements much quicker 

than their competitors. The advantage is especially 

significant because of the appearance of new countries that 

require e-invoicing from their taxpayers and changes in 

requirements in countries which already have e-invoicing. 

However, the sustainability benefits will go further 

because digital tax compliance becomes an infrastructure 

for verification of transactions in the public domain, 

decreasing the number of illegal activities. Businesses get 

a more predictable environment with high risks for those 

who do not comply with tax requirements. 

 

V. CONCLUSION 
 

This paper has explored the complexities and possibilities 

associated with digital tax compliance and e-invoicing 

mandates as factors affecting business sustainability. The 

results of the analysis have shown that the move towards 

transaction reporting in real time is both a serious 

challenge and an incentive for change. Based on the 

examples from different countries, it can be seen that 

despite generating additional revenues for tax authorities 

due to the increased capacity to detect violations and 

prevent evasion, digital mandates create additional 

regressive expenses for businesses which are especially 

burdensome for micro and small businesses. 

 

The method proposed for adopting e-invoicing involves a 

number of phases which are aimed at helping organisations 

in transitioning from compliance to strategic integration of 

the new system. The five phases of the process – 

assessment, architecture design, integration, validation, 

and continuous monitoring – cover both technological and 

organisational aspects of implementing a mandate. The 

architecture design, by ensuring interoperability, 

configurable rules and audit-readiness, allows for meeting 

the current needs and preserving the opportunity for 

change in the future. The integration patterns, which have 

been considered, show how to balance the need for real-

time processing with actual possibilities. 

 

Some key trends have been found using the quantitative 

analysis. Micro enterprises encounter costs that are higher 

than their VAT remittance, meaning that differentiation in 

compliance requirements or some support measures must 

be considered by the policy makers to avoid perverse 

formalisation incentives. As far as large enterprises are 

concerned, the main problem is related to complexity and 

not the per transaction costs. The comparative analysis in 

the case of different jurisdictions shows that the design of 

the implementation affects the compliance costs. 

Centralised clearance systems create better revenue 

outcomes but they also increase the costs for businesses. 

The EU ViDA project may not be successful but it is going 

to reduce complexity due to standardization. 

 

It is worth noting that some of the identified strategic 

opportunities show how one can get from compliance costs 

to business value. If companies regard e-invoicing as data 

integration and not compliance issue, then there are many 

benefits associated with that, such as automation, data 

quality, and less effort. The combination of the tax data 

and business intelligence helps in making decisions much 

faster. Digital transaction histories of SMEs can help in 

gaining better access to finance and investments. 

 

Nevertheless, a number of issues persist. The fragmented 

nature of global implementations in terms of technical 

specifications, reporting periods, and validation criteria 

makes things difficult for multinational companies in ways 

not accounted for by current technological solutions. The 

shortage of tax technology capacity, which involves 

knowledge of both tax matters and information 

technologies, is another challenge faced by many 

organizations. Regulatory uncertainty and potential 

changes to e-invoicing policies make flexible architecture 

necessary for organizations. 

 

There are some sustainability considerations related to 

digital tax compliance in addition to organizational 

challenges. E-invoicing, which allows organizations to 

create digital transaction records, enables efficient tax 

administration and revenue raising for the provision of 

public goods and services. For ecosystems, digital 

reporting brings transparency, reducing chances for 

competitive distortions through tax evasion and making 

regulatory frameworks clearer. However, all of these 
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benefits are contingent upon the inclusivity of 

implementation. 

 

Directions for future research include assessing the effects 

of mandatory e-invoicing on business formalisation ratios, 

studying the efficacy of different technology adoption 

frameworks in SMEs, and measuring the contribution of e-

invoicing to financial inclusion goals. It is unlikely that the 

shift to continuous transaction monitoring will be rolled 

back, ensuring that digital tax compliance remains a 

permanent fixture in the business landscape. Organizations 

that create sustainable tax technology strategies, adopt data 

governance practices, and develop organizational 

capability will be better equipped to cope with this change 

and capitalize on it. 
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