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“We are increasing our
investment in tax technology,
innovation, and automation
for a number of reasons that
include changing regulations,
compliance requirements,
cost controls, and people.
We want our people focused
on those activities that
produce the highest amount
of value, and we want to
reduce time on mundane
tasks that should be
automated.”

VP, GLOBAL TAXES, GLOBAL
FLOORING MANUFACTURER

TAX TECHNOLOGY BUDGETS

AND INVESTMENTS remain strong as
both business and IT teams grapple
with a host of emerging regulations,
business requirements, technology,
and tools from which to choose.

From September to December of 2024, SAPinsider surveyed
195 tax and finance professionals and the technology teams
that support them. This is the second year we have performed
this study, and we observed some interesting comparisons in
our analysis of the results.

With the imminent transition to SAP S/4HANA, opportuni-
ties abound to embed tax transformation within this larger
initiative. Unfortunately, a minority feel like they are positioned
to do so, while the many continue to invest in point solutions
and projects. Only 41% of survey respondents say that they
have an enterprise transformation strategy that includes tax.
This is a seven percentage-point drop from last year, showing
that tax teams still struggle to get that important voice and
seat at the table.

The good news is that the experience that tax teams are
gathering with various technologies is strengthening their
confidence that they can support existing and future require-
ments, but there is still much work to be done as they face
added pressure to cut costs, do more with less, and further
improve efficiencies.
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The pressure to move to SAP S/4HANA
and transform ERP is pushing most companies
to not just rethink their technical architecture
and environments but is also forcing whole-sale
redesigns of business processes. Years, and in
some cases decades, of maintaining complex,
highly customized, legacy systems have limited
organizational and business agility. But that is
changing rapidly, and tax teams need to be
part of these larger business transformation
initiatives.

In November 2024, SAPinsider published
executive research focusing on CIOs and
other tech leaders entitled “The CIO’s 2024
Transformation Report Card.” For the fifth
straight year, more than 50% of leaders re-
ported that business process standardization,
automation, and redesign represented their
most important transformation project. This
shows that many companies are not just
focused on IT and infrastructure transformation
but impacting the business processes that

this foundation supports.

Tax teams must capitalize on this invest-
ment and focus on ensuring that their pro-
cesses improve to meet the current business
and regulatory demands that they face.

Companies Increase Budgets
for Tax Technology

The good news is that most companies are
providing the resources to support tax innova-
tion and technology investment. A majority of
survey respondents (63%) report that the
budget allocation towards tax technology
innovation for the next two years is increasing.
Also, 17% of tax professionals in our research
say that budgets are increasing significantly.
Only 6% say that their budgets will fall for the
next two years. This is only a slight jump of
three percentage points in our year-over-year
comparison. (Figure 1)
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What Is Shaping and Influencing

Tax Investments

The increasing complexity and change within
regulations as well as the speed of business
change are putting additional pressure on tax
teams to innovate and keep pace. Minimizing
errors and penalties while maintaining efficient
processes are among the top priorities of our
respondents.

The desire to reduce tax risks and potential
errors remains the top driver of tax technology
investment as it has for the past two years as
36% of respondents chose this as one of their
primary drivers. Increasing regulatory complexity
and compliance requirements was not far behind
garnering 33% of responses. Increasing digital
mandates and changes in regulations across the
globe are making it tough for tax teams in global
organizations to keep up. (Figure 2)
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The need to support the scalability and
complexity of the business rounded out the top
three drivers for 2024 (22%). Corporations are
pushing into new regions, reinventing their
business models, and pursuing new customers, all
of which impact their internal tax organizations.

Data security and privacy laws such as
GDPR have emerged as the top concern
influencing tax technology investments and
innovation strategies in 2024, eclipsing coun-
try-specific tax reforms and regulations, which

remains a pain point and is the number two
change that our respondents are focused on.
(Figure 3)

Cloud applications, mobile technologies,
and a more tech savvy workforce are creating
data at a faster pace than ever before. Manag-
ing this data with the changes in emerging
regulations poses a significant challenge
across most businesses and that includes tax.

Volatility in corporate income tax rates,
policies, and sales and use tax laws are also on
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Regulatory Changes That Most Significantly
Impact Tax Technology Investment
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“These three factors -
integration, budget, and data
availability - are consistently
cited as major hurdles
companies must overcome
when trying to modernize
their tax function through
technology. The barriers
reflect the technical,
financial, and data-related
obstacles that often impede
tax technology innovation
and automation efforts.”

TAX RESEARCH AND DEVELOPMENT
LEADER, SOFTWARE AND TECHNOLOGY
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the radar of most tax teams. There are some significant
changes in political leadership not just in United States but
across the globe. Many teams are preparing for further
changes in tax rates, laws, and other regulations.

While tax activities and investments are being funded, many
respondents are still feeling pressure to increase efficiency and
reduce costs. These were the top benefits that customers
expressed they wanted to achieve from their investments in
technology. More than half of respondents (61%) cited these
factors as core drivers for their projects. Improved compliance
was not so far behind, as 58% of survey respondents chose this
option (Figure 4). Better decision making and real-time reporting
rounded out the top responses (25%), but garnered half the
percentages that the top three earned.

In order to support these drivers and trends in business
and regulations, many tax teams are focused on improving their
data management processes and providing reporting and
visibility to their business stakeholders. This has been a
consistent theme throughout the two years of this study. The
top strategy embraced by respondents is automating and
ensuring compliance with both direct and indirect tax report-
ing. Nearly half (49%) of respondents in the study chose this as
their most strategic focal point. Improving data management
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Expected Benefits of Tax Technology Investment
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and quality in tax reporting was second in this
category and only a few percentage points
behind our top answer (45%) (Figure 5).

Streamlining the integration of tax systems
with other business applications rounded out
the top three strategies and is a major theme
emanating from the data. Application land-
scapes have become much more complex with
the advent of cloud. Tax applications need to
communicate and pull data now from a variety
of business data sources and that is creating
complexity for both business and IT teams.
That is also why when we ask respondents to
give us their top requirements, we see that 74%
of tax teams in the survey say that the seam-
less integration of tax solutions with ERP
systems is important or very important. Inte-
gration was also cited as a top barrier to
implementing tax technology innovation and
automation.

Referring back to data and visibility, we see
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that building a harmonized financial reporting
solution in a single system reenforces itself as
a top requirement by three fourths of our
respondents (75%). This was our third most
popular response and jumped four percentage
points year-over-year (Figure 6).

The push for digitization of tax transactions
and audit information has elevated the need for
creating a fully digital audit trail to the top of
the list of requirements as 79% of respondents
rated this as either important or very important.
This response edged out adaptability to
changing tax laws and regulations, which was
the top requirement in last year’s study. This
need for flexibility is still rated high amongst
tax teams as it fell to second on the list of top
responses. The rapid change in regulations is
keeping our respondents on their toes as they
need to maintain both fluidity and resilience as
part of their overall strategy for tax technology
and innovation.
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Top Tax Technology Innovation and Automation Strategies
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The Move to SAP S/4HANA Continues
as Organizations Embrace Emerging
Technologies and Solutions

The pace of technological change throughout business has
never been greater. And as the 2027 end of maintenance
deadline approaches, the acceleration of companies’ plans for
SAP S/4HANA continues. This once-in-a-decade project is
garnering significant attention amongst SAP customers and
again offers a unique opportunity for tax to leverage this
investment and focus to innovate their existing tax processes.

When we look at where our respondents are with SAP
S/4HANA, we see that over half of the respondents in the
survey (57%) have fully transitioned to SAP S/4HANA or are
currently implemented. This is an eight percentage-point jump
over last year’s findings (Figure 7).

A quarter of this year’s respondents indicate that they are
in the planning phase while 16% have yet to enter the starting
gate. This is a slight change from last year’s results. Other
SAPinsider research we have conducted on the SAP S/4HANA
migration found that this project is the number one initiative
within our community and that is reflected in our findings from
this year’s tax research.
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“We have less budget

and headcount allocated to
tax than we have had before.
This has forced us to work
even more efficiently with
the tight deadlines that

we have in front of us.”

FINANCE AND ACCOUNTING
LEADER, RETAIL AND
DISTRIBUTION COMPANY
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“We implemented SAP
S/4HANA to reduce
complexity and increase
automation. The biggest
challenge we faced was
integration with other systems
that are old and do not have
existing connectors. This
has forced us to develop
integration on our own.

Even though our budget for
SAP HANA is huge, we have
already blown more than the
expected amount because
of this integration challenge.”

FINANCE AND PRODUCTION ANALYST,
SOFTWARE AND TECHNOLOGY
COMPANY

Many customers that we interviewed and surveyed report
that the move to SAP S/4HANA represents a foundation for
their overall transformation and that the technological and
infrastructure change they are undergoing is part of a larger
business objective to redesign and improve core business
processes such as tax.

Investments in newer tax technologies are just starting to
ramp up. Based on the data we expect to see further invest-
ments in emerging technology and solutions over the next few
years. As we look at current implementations of tax technol-
ogy, we see that 18% of respondents are in the process of
building a single point of truth for tax and financial data. 17% of
respondents are in the process of building dashboards for
real-time tax analytics and investing in global tax engines. The
need for visibility and coverage across the jurisdictions that
they do business in are key priorities (Figure 8).

When we look at what technologies respondents are
implementing over the next 24 months, we see some increas-
ing activity and adoption. Over one quarter of respondents
(26%) will look to implement tax localization tools while 25%
will be installing centralized solutions for all financial data and
processes and performance management offerings. 23% need
data integration solutions again highlighting the growing
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“Due to our global presence
and several ERP systems in
use, it is a challenge to
integrate with all required
applications and get all the
necessary data on real-time
basis where some local
markets have strict data
privacy and security
requirements.”

DIRECTOR OF DIGITAL FINANCE,
INDUSTRIAL MANUFACTURING
ORGANIZATION

complexity of business application landscapes. Continued
investment in global tax engines and other cloud-based tax
solutions round out the top tax technology investments.

The activity is not stopping in the near term, as many tax
teams in our survey are evaluating new tax solutions and
preparing for the next wave of solutions. Among the top areas
of examination include intelligent mapping tools of tax data to
ERP applications, performance management solutions, and
blockchain technology to secure tax data and processes. We
also saw further investments in dashboards and real-time
analytics. The next few years will continue to be about integra-
tion, data, and visibility. Leaders and stakeholders want to have
confidence in their data, know that their information assets are
secure and compliant, and be able to consolidate the single
point of truth across their application landscape.

Where Do Artificial Intelligence and the
SAP Business Technology Platform Fit In?

Artificial Intelligence is certainly dominating business and tech
headlines, but what separates hype from reality when it comes
to its application for tax teams? According to our survey a clear
majority (61%) of respondents are considering using machine
learning or Artificial Intelligence in their tax processes. This is a
six percentage-point jump from last year’s study. Also, when
you look at the requirements from Figure 6 it shows that Al and
ML platform support has risen 13 percentage points year-over-
year as a key requirement, which is the largest move than any
requirement in the survey.

The availability of Al is increasing as most partners are
starting to embed capabilities within their solutions. This is how
most organizations are looking to dabble with Al. It is far less
expensive and does not require the investments in skills and
training that would be necessary if you were to create an Al
application on your own.

Interest in and use of the SAP Business Technology
Platform is increasing across all SAPinsider research and that is
no different in the tax world. Nearly half of respondents in our
survey (47%) are currently using SAP BTP for some tax related
process whether it be integration, developing custom tax
applications, or tax-based analytics. This is a nine percent-
age-point jump vs. last year (Figure 9).

The interest and adoption of SAP BTP to support tax
shows no sign of slowing. Nearly a quarter (24%) of respon-
dents are exploring SAP BTP for future tax technology require-
ments and only 22% say that they are not using or evaluating.
This is an 11 percentage-point decline from last year.
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Tax Teams Feel Better Prepared for the Future

The result of greater experience with emerging technology and
the rapid progression of solutions have left tax and IT teams in
our survey more comfortable and better prepared for the future.
Last year, when we asked respondents if they are prepared for
the tax technology changes that are expected in the next five
years, it was nearly an even split. 51% responded yes while 49%
said no.

This year, we are seeing an increase in confidence as over
two thirds (68%) assert that they are ready for the changes to
come while only 32% are less secure. Teams have had more time
to explore and understand the existing business and regulatory
landscape and as they move to emerging technologies such as
SAP S/4HANA and SAP BTP, and have more experience with
third party tax partners, their confidence has risen. This is a
good sign with many more changes to come and digest.

Our study this year also revealed several other findings
related to how organizations approach strategic priorities around
tax technology and innovation.

* When asked to predict future investments around tax technol-
ogy and automation, compliance, security, and cloud received
top billing. 42% of respondents asserted that they would
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“Global tax engines are
never 100% global and fully
compliant with ever-
changing national and local
regulations and demands of
tax authorities, hence the
custom development and
integration “tax” must be
paid all the time.”

DATA ARCHITECT, ANIMAL
HEALTH COMPANY



prioritize compliance support while 36%
expressed a need to more greatly focus on
security. A third of respondents (33%) said
they would invest more in solving integra-
tion challenges.

» A significant percentage of respondents in
our survey pointed to budget constraints
and lack of technical expertise within the
organization as significant barriers to
implementing tax technology innovation and
automation within their organization.
Integration was cited by 51% of survey
respondents, bested only by lack of budget.
One third (33%) of the tax teams we sur-
veyed claimed that lacking talents and
skillsets posed the biggest obstacle to
success.

« When it comes to the most popular technol-
ogies currently implemented, sales and use
tax determination tools are at the top being
used by 24% of respondents. E-filing and
documentation management offerings are
being used by 22% of tax teams in our
survey, while audit management software
rounds out the top three earning nods by
20% of respondents.

Key Takeaways

SAPinsider’s research advises that tax and
technology teams should consider the follow-
ing steps to ensure that your strategies for
innovation and automation are successful.

« Be creative in how you assert yourself into
SAP S/4HANA and ERP Transformation
Initiatives. If you find yourself on the outside
looking in when it comes to these critical
projects, spend time with the project leaders
and stakeholders. Interview them about the
objectives and criteria of the project and how
they are measuring success. With that
information, adapt the tax story to support
these very themes and leverage tax and

finance leadership to tell your story. Make
every effort to be part of this initiative
because it will not come around again any
time soon.

Educate yourself about the Al and Analytics
capabilities of your top tax partners includ-
ing SAP. Most organizations are rapidly
developing Al, ML, and advanced analytical
capabilities within their solutions. It is
cheaper and faster to partner than to build
these technologies on your own. Assign team
members to learn everything they can about
both partner and SAP capabilities and then
to bring that information back to the team.
Schedule demos of features so that you can
test drive this functionality and ask for
reference customers you can speak to about
their experience.

Assess and strengthen your master data
strategy: Data will make or break any ERP
Transformation, Al, or analytics initiative.
Many organizations have not linked their tax
master data strategy and processes to other
strategic business areas. It is important that
you implement the discipline required to
manage tax master data on an ongoing basis
so that these projects are successful espe-
cially as digital mandates will require the
accurate collection and maintenance of tax
process data and payments.

Push skills acquisition and training to the
forefront of your priorities. With pressure to
cut costs and do more with less, it is often
challenging to make skills and education a
priority. However, with the emergence of so
many different cloud, SAP S/4HANA, busi-
ness process, and analytics based technol-
ogy, the need to expand skillsets is a
requirement. Failure to focus on education
will challenge your progress with tax tech-
nology and innovation. Leverage partners
and online tools as well as traditional training
avenues to acquire what you need for current
and future transformation.
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ACTIONS

REQUIREMENTS

TECHNOLOGIES

TAX TECHNOLOGY INNOVATION
AND AUTOMATION

« Desire to reduce tax risks and potential errors (36%)
« Increasing regulatory complexity and compliance requirements (33%)
» Need for scalability of tax operations due to business growth (22%)

« Desire to reduce tax risks and potential errors (20%)

« Automating and ensuring compliance in direct and indirect tax reporting (49%)
« Improving data management and quality in tax reporting (45%)
« Streamlining the integration of tax systems with other business functions (36%)

» Developing a comprehensive digital tax strategy that aligns with
the move to SAP S/4HANA (27%)

« Collaborating with external partners to extend the functionalities
of our tax solutions (33%)

« Fully documented electronic audit trail (79%)

o Adaptability to changing tax laws and regulations (77%)

« Harmonized financial reporting in a single system (75%)

o Seamless integration of tax solutions with ERP systems (74%)

» Tools to clean, refine, and improve the quality of tax data
to derive meaningful insights (73%)

« Sales and use tax determination tool (24%)

o E-filing and

o e-documentation management (22%)

o Audit management software (20%)

- Dataintegration tool (19%)

 Centralized solution to control all financial data and processes (18%)
o Cloud-based solution (17%)

« Single point of truth to control all financial data and processes (18%)
« Cloud-based solutions (17%)

« Single point of truth for financial data (16%)
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APPENDIX | THE DART™ METHODOLOGY

SAPinsider has rewritten the rules of research to provide actionable

deliverables from its fact-based approach. The DART methodology serves as

the very foundation on which SAPinsider educates end users to act, creates

market awareness, drives demand, empowers sales forces, and validates

return on investments. It is no wonder that organizations worldwide turn to

SAPinsider for research with results.

The DART methodology provides practical insights, including:

DRIVERS These are macro-level events that are affecting an organization. They can be both
external and internal, and they require the implementation of strategic plans,
people, processes, and systems.

ACTIONS These are strategies that companies can implement to address the effects of

drivers on the business. These are the integration of people, processes, and
technology. These should be business-based actions first, but they should fully
leverage technology-enabled solutions to be relevant for our focus.

REQUIREMENTS

These are business and process-level requirements that support the strategies.
These tend to be end-to-end for a business process.

TECHNOLOGY

These are technology and systems-related requirements that enable the business
requirements and support the company’s overall strategies. The requirements must
consider the current technology architecture and provide for the adoption of new
and innovative technology-enabled capabilities.
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Mvalara

Avalara makes tax compliance faster, easier, more accurate, reliable,
and valuable for 41,000+ business and government customers in over
75 countries. Tax compliance automation software solutions from
Avalara leverage 1,200+ signed partner integrations across leading
ecommerce, ERP, and other billing systems to power tax calculations,
document management, tax return filing, and tax content access.
Visit avalara.com to improve your compliance journey.

Learn more at https://www.avalara.com/

o
insightsoftware

insightsoftware is a global provider of comprehensive solutions for
the Office of the CFO. We believe an actionable business strategy
begins and ends with accessible financial data. With solutions across
financial planning and analysis (FP&A), accounting, and operations,
we transform how teams operate, empowering leaders to make timely
and informed decisions. With data at the heart of everything we do,
insightsoftware enables automated processes, delivers trusted
insights, boosts predictability, and increases productivity.

Learn more at insightsoftware.com

SOVOS

Sovos is a global company capable of meeting your regulatory
compliance needs anywhere you do business. We believe that
compliance should never be an obstacle to business success.
Whether your goal is business growth or greater organizational
efficiency, we provide you with the solutions and services needed to
meet your objectives. Sovos has more than 2,600 employees
working in 14+ countries, and we support more than 100,000 custom-
ers (including half the Fortune 500) that operate in more than 70

For more information, visit https://sovos.com/
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/ "ERTEX The SAF? and Yertex partne.rship spans over 25+ years. It enables
companies using SAP solutions to enable more accurate and
consistent taxation worldwide through our suite of market-leading,
certified integrations. Vertex Inc. is a leading global provider of
indirect tax software and solutions. The company’s mission is to
deliver the most trusted tax technology, enabling global businesses
to transact, comply, and grow confidently. Vertex provides solutions
tailored to specific industries for major lines of indirect tax, including
sales and consumer use, value-added, and payroll. Headquartered
in North America and with offices in South America and Europe,
Vertex employs over 1,200 professionals and serves companies
across the globe.

For more information, visit www.vertexinc.com

SAPINSIder

SAPinsider comprises the largest and fastest-growing SAP membership group worldwide. It provides SAP professionals
with invaluable information, strategic guidance, and road-tested advice through events, magazine articles, blogs,
podcasts, interactive Q&As, white papers, and webinars. SAPinsider is committed to delivering the latest and most
useful content to help SAP users maximize their investment and leading the global discussion on optimizing technology.

For more information, visit SAPinsider.org.
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