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CrossMark

The regulator of payment network services in Iran, in addition to monitoring the
compliance of activities within the payment network according to legal requirements,
possesses information from merchants and their transactions that can be utilized by
relevant institutions within the framework of the law. The Tax Administration is one
of the entities that can use this information to identify and collect taxes. This study
examined the effectiveness of the actions taken by the payment network regulator in
the Iranian payment industry ecosystem, which intersects with the activities of the Tax
Administration. The latent variables examined include the compliance of merchants'
primary information with taxpayer data, alignment of business locations with tax files,
transaction identification, tax deduction from transactions, and report submission. The
methodology of this research is applied in terms of its aim and descriptive-survey in
terms of its method. The results of the analysis of data extracted from the questionnaire
indicate the effectiveness of the payment network regulator in accurately and timely
identifying and collecting taxes on purchase funds from taxable merchants in the

Iranian payment network.
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Introduction

Governments have various responsibilities in an economy, categorized into allocative, stabilizing,
distributive, and legal functions. Taxes are a crucial tool for fulfilling these responsibilities, serving as the
primary source of revenue and a powerful economic tool. The primary goal of taxation is to generate
revenue, but it also has a distributive function, aiming to redistribute wealth by taxing the rich and
supporting the poor, thereby promoting income and wealth distribution (Musgrave, 1959). Given the
government's influential role in tax disputes, independent and impartial regulatory bodies are essential to
ensure fair tax dispute resolution. The efficacy of a tax system relies on proper design and execution of its
components, necessitating protective measures against the abuse of power, especially in financial matters
where taxation might infringe upon individual liberties (Terwel et al., 2009).

The advent of electronic tax filing (e-tax) has transformed tax systems worldwide. The COVID-
19 pandemic underscored the importance of efficient tax systems, particularly in low and middle-income
countries (Aragie et al., 2021). The implementation of e-tax systems has shown improvements in tax
compliance and reporting accuracy, particularly among businesses and individuals unfamiliar with
traditional tax filing procedures (Benzarti, 2020). In Iran, integrating payment networks with tax systems
can enhance tax collection efficiency and compliance, especially in the context of increasing public trust
in governmental institutions through transparent and fair tax processes (Okunogbe & Pouliquen, 2022).

This study investigates the effectiveness of the Iranian payment network regulator (Shaparak) in
identifying and collecting taxes from taxable merchants in real-time. The research focuses on five key
areas: compliance of merchant and taxpayer information, business location alignment with tax files,
transaction identification, tax deduction from transactions, and report submission.

Methods and Materials

This applied research employs a descriptive-survey methodology. Descriptive research aims to
depict the characteristics of a phenomenon, while survey research involves close observation and data
collection from a sample to infer the qualities of a larger population. This study combines both library and
field research methods to gather data.

In the library research phase, theoretical foundations and previous studies were reviewed to
develop the research framework. Field research involved using a questionnaire to collect data from a
sample of 104 respondents, selected from the population of payment network merchants, payment network
operators, and tax authorities in Iran, using Morgan's table for sample size determination. The
questionnaire, distributed electronically via the Press Line website, was designed to capture respondents'
views on the effectiveness of the payment network regulator.

The reliability of the questionnaire was assessed using Cronbach's alpha, and its validity was
confirmed through expert review and content validity measures. The data were analyzed using SPSS and
LISREL software for normality tests and structural equation modeling (SEM) for hypothesis testing.
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Findings and Results

The data normality was assessed using the Kolmogorov-Smirnov test, indicating non-normal
distribution (p < 0.05 for all variables). Therefore, SEM was used for data analysis. The research model
was validated through confirmatory factor analysis (CFA), and the structural model's goodness-of-fit was
confirmed by various indices, including RMSEA and NFI.

The study's findings confirmed the payment network regulator's effectiveness in all five key areas.
Specifically, the alignment of merchant and taxpayer information, and business locations with tax files,
were facilitated by APIs that ensure real-time data accuracy and compliance (Kochanova et al., 2020).
The regulator's role in identifying transactions and deducting taxes at the transaction point was also
affirmed, enhancing the accuracy and timeliness of tax collection (Okunogbe & Pouliquen, 2022).

The model's structural analysis showed significant positive effects of the payment network
regulator's efficiency on the accurate and timely identification and collection of taxes. The CFA results
indicated that all measured variables had significant factor loadings (> 0.5), confirming the reliability and
validity of the constructs.

Conclusion

The payment network regulator (Shaparak) plays a critical role in enhancing the efficiency and
accuracy of tax collection in Iran. By integrating real-time transaction data with the tax authority's systems,
the regulator ensures compliance and reduces the potential for tax evasion. This study highlights the
importance of technological integration and data accuracy in modern tax systems, demonstrating that the
payment network regulator's actions significantly improve tax collection processes.

Future research should explore the long-term impacts of such integrations on overall tax
compliance and public trust in governmental institutions. Additionally, addressing the challenges of multi-
branch merchants and the accurate calculation of value-added taxes in complex transactions remains an
area for further study. The collaboration between regulatory bodies and tax authorities, facilitated by
technological advancements, is essential for a fair and efficient tax system.
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