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Abstract:

The present study proposes a hybrid model for taxpayer credit scoring. In this regard, after examining taxpayer behavior, and
in order to present a taxpayer credit scoring model, the steps of the Compliance Risk Management Program of the
Organization for Economic Co-operation and Development (OECD, 2004) were applied to the Iranian tax system. This program
includes the stages of determining the operational context of the compliance risk management program (internal and
external), identifying the risks of taxpayer non-compliance, ranking, prioritizing, and assessing risks, as well as implementing
strategies to address and mitigate risks. Accordingly, in this stage, 44 non-compliance risks were identified and classified into
four categories: non-registration and identification, non-submission, failure to provide accurate information (income
concealment), untimely tax payment, and the availability of skilled and competent human resources. The identified risks were
then validated through a fuzzy Delphi approach and expert consultation in the field. The proposed model consists of two
main phases: pre-registration analysis and post-registration analysis. In the pre-registration phase, it is necessary to
implement controls regarding the legal grounds for applicants’ registration. As part of the registration process, the tax
authority can cross-check the information provided in the taxpayer’s application form with other registrations using the same
postal code, residential addresses, mobile phone numbers, bank accounts, suspicious databases, and data from other
governmental agencies. Moreover, making initial contact with taxpayers to verify the accuracy and authenticity of the
submitted information constitutes an effort to prevent fraud. In the post-registration analysis phase, in addition to providing
education and counseling services regarding the risks of tax filing, payment, and declaration, the involvement of the tax
authority occurs only when risks are realized, and this takes place after the registration process. Overall, the findings of this
study highlight the need for special attention by tax authorities to improve processes and increase transparency within the
tax system.
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Extended Abstract

Introduction

Taxation is widely recognized as the backbone of modern economies, providing governments with the fiscal capacity to
finance public expenditures, deliver essential services, and promote socio-economic development (Walters, 2024). In both
advanced and emerging economies, tax revenues remain the most reliable and sustainable source of funding, enabling
governments to reduce dependency on volatile natural resource rents or external borrowing (Oecd, 2019). However, one of
the major obstacles in achieving effective revenue mobilization is the persistent issue of tax evasion and non-compliance,
which significantly undermines fiscal sustainability and erodes public trust in governance systems (Namazian et al., 2021).

Tax non-compliance manifests in various forms, including non-registration, underreporting of income, misreporting of
financial information, and delayed or non-payment of taxes. This problem is not unique to developing economies, but its
consequences are more severe in contexts such as Iran, where the tax-to-GDP ratio remains far below international
benchmarks (Gholami, 2021). Studies confirm that weak administrative oversight, extensive exemptions, and limited use of
modern risk-based audit strategies have all contributed to the persistence of high evasion levels (Barikani, 2021). Moreover,
behavioral factors such as perceptions of unfairness, lack of transparency regarding tax spending, and mistrust of government
have further discouraged voluntary compliance (Samati et al., 2021).

To address these challenges, international organizations and national administrations have developed new frameworks
that combine risk management and taxpayer validation models. The OECD, for instance, introduced its compliance risk
management framework in 2004, later revised in 2017 and 2019, to assist tax administrations in identifying, ranking, and
prioritizing compliance risks, and implementing effective treatment strategies (Oecd, 2017, 2019). These frameworks
advocate a proactive, preventive approach to compliance management, shifting the focus from ex-post punitive audits to ex-
ante risk identification and mitigation (Jafari & Gholamali, 2008).

Parallel to institutional reforms, the rise of digitalization and data analytics has opened new avenues for detecting tax
fraud and validating taxpayers. Machine learning and artificial intelligence methods, such as decision trees, random forests,
and neural networks, have proven effective in predicting fraudulent behavior in tax declarations (Belle et al., 2023;
Khoramniya et al., 2023). For example, supervised learning models have been successfully applied to classify taxpayers based
on compliance likelihood and to detect anomalies in financial reporting (Nasser, 2023). These technological advancements
highlight the potential for tax administrations to integrate big data approaches into their compliance risk management
systems (Manuel et al., 2022).

In addition, global evidence emphasizes the importance of tax literacy, corporate governance, and corporate social
responsibility (CSR) in shaping compliance behaviors. Studies reveal that higher levels of taxpayer knowledge and
understanding of tax regulations are strongly associated with improved compliance rates (Terry, 2024). Similarly, firms that
demonstrate greater CSR commitments are less inclined to engage in aggressive tax avoidance (Wahdi, 2024). Meanwhile,
the expansion of the digital economy and the emergence of e-residency and digital nomads present new challenges for
defining tax residency and ensuring equitable taxation (Viantiaraini, 2024; Vitiuk, 2024).

Against this backdrop, the current study seeks to develop a hybrid model for taxpayer validation in Iran, combining the

OECD compliance risk management framework with fuzzy Delphi methods and expert consultation. This study contributes to
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the literature by contextualizing international best practices within the Iranian tax environment, addressing both structural
and behavioral drivers of non-compliance.

Methods and Materials

The research employed a qualitative-quantitative mixed-methods design. Initially, a comprehensive review of existing
literature and international best practices on taxpayer compliance and validation was conducted. Building on the OECD
compliance risk management framework, the study identified four main categories of non-compliance risks: (1) non-
registration and identification, (2) non-submission of returns, (3) inaccurate reporting and income concealment, and (4)
untimely payment of taxes. Additionally, factors related to human resources and administrative capacities were considered.

To validate and prioritize these risks, the fuzzy Delphi method was applied, involving a panel of 15 experts with professional
backgrounds in economics, accounting, financial management, and law. The experts, who possessed between 10 and 25 years
of experience in tax administration, provided their evaluations of the identified risks. Triangular fuzzy numbers were used to
capture the experts’ judgments, thereby addressing uncertainty and linguistic vagueness in responses.

Subsequently, a fuzzy analytic hierarchy process (FAHP) was employed to assign weights to the identified risk categories.
Pairwise comparisons were carried out to determine the relative importance of each criterion. The results were then
aggregated to establish a comprehensive taxpayer validation model comprising two key phases: pre-registration analysis and
post-registration analysis.

Findings

The study identified a total of 44 specific risks of taxpayer non-compliance across the four major categories. The fuzzy
Delphi results indicated that all identified risks exceeded the acceptance threshold (0.70), confirming their relevance for
inclusion in the validation model. Among these, the most significant risks were related to fraudulent invoicing, use of fictitious
companies, underreporting of revenues, and misuse of electronic platforms for unregistered transactions.

The FAHP analysis provided a ranking of the risk categories. The most critical risk was non-registration and identification,
with a weight of 0.39. This was followed by non-submission of returns (0.31), misreporting and concealment of income (0.24),
and untimely payment of taxes (0.05). Interestingly, the category of human resources and administrative capabilities was
assigned negligible weight, suggesting that while these factors are important for enforcement, they are less directly perceived
as drivers of non-compliance in the Iranian context.

The validation model designed from these findings consisted of two main phases. In the pre-registration phase, the focus
was on verifying the authenticity of taxpayer information, cross-checking data with other government agencies, and
conducting preliminary screenings to prevent fraudulent registrations. This included the use of postal codes, phone numbers,
bank accounts, and suspicious databases for data validation. In the post-registration phase, taxpayer compliance was
monitored through targeted audits, provision of taxpayer education and advisory services, and intervention in cases where
risks materialized.

Discussion and Conclusion

The findings of this study reinforce the necessity of adopting a risk-based approach to taxpayer validation and compliance
management in Iran. The prioritization of non-registration and non-submission risks highlights the structural vulnerabilities

in the Iranian tax system, where gaps in initial taxpayer identification enable significant non-compliance downstream. By
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strengthening pre-registration controls, tax authorities can prevent high-risk taxpayers from entering the system, thereby
reducing administrative burdens at later stages.

The results also demonstrate alignment with international studies that emphasize the role of digital tools and machine
learning in fraud detection. For instance, the predictive power of supervised learning models for detecting tax fraud, as
highlighted in Rwanda and other contexts, mirrors the emphasis of this research on combining traditional risk frameworks
with advanced data analytics (Belle et al., 2023; Nasser, 2023). Similarly, the OECD’s call for proactive compliance strategies
resonates with the two-phase validation approach developed in this study (Oecd, 2017, 2019).

While the human resource factor was given minimal weight in this study, the literature underscores its importance in
mediating compliance outcomes. Research demonstrates that taxpayer literacy, corporate governance quality, and CSR
commitments significantly influence voluntary compliance (Namazian et al., 2021; Terry, 2024; \Wahdi, 2024). Therefore,
although structural and technological reforms are critical, complementary efforts to enhance taxpayer knowledge and build
trust in the tax system remain indispensable.

In conclusion, this study provides a hybrid model for taxpayer validation tailored to the Iranian context, integrating
international best practices with local institutional realities. By combining pre-registration and post-registration analyses, the
model strengthens the capacity of tax authorities to identify and mitigate compliance risks more effectively. Ultimately, the
adoption of such a model can contribute to enhanced revenue mobilization, greater fiscal transparency, and improved

taxpayer trust in the Iranian tax system.
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