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// Key VAT challenges of the digital economy

All international digital trade
« Significant economic presence of sellers and digital platforms without physical presence.

* Inconsistent global implementation of VAT regimes for digital trade a major challenge for
businesses.

International supplies of services and intangibles

« “Place of taxation” rules in many countries fail to capture VAT on B2C supplies of services
where the supplier performs and delivers the service remotely from another jurisdiction.

International supplies of (low-value) goods
« Challenge to VAT neutrality from long-standing VAT reliefs for low-value imported goods.
« Customs authorities overwhelmed by volumes of low-value imported goods.

Sharing and gig economy
« Potential effects: Base erosion, compliance and VAT neutrality.
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OECD CFA Working Party No. 9 on Consumption Taxes (WP9):
An iterative approach to addressing the VAT challenges of digital trade
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https://www.oecd.org/en/topics/sub-issues/vat-policy-and-administration/vat-digital-toolkits.html
https://www.oecd.org/en/publications/addressing-the-tax-challenges-of-the-digital-economy-action-1-2015-final-report_9789264241046-en.html
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https://www.oecd.org/en/publications/addressing-the-tax-challenges-of-the-digital-economy-action-1-2015-final-report_9789264241046-en.html
https://www.oecd.org/en/publications/international-vat-gst-guidelines_9789264271401-en.html
https://www.oecd.org/en/publications/international-vat-gst-guidelines_9789264271401-en.html
https://www.oecd.org/en/publications/mechanisms-for-the-effective-collection-of-vat-gst-where-the-supplier-is-not-located-in-the-jurisdiction-of-taxation_5269dc5a-en.html
https://www.oecd.org/en/publications/mechanisms-for-the-effective-collection-of-vat-gst-where-the-supplier-is-not-located-in-the-jurisdiction-of-taxation_5269dc5a-en.html
https://www.oecd.org/en/publications/mechanisms-for-the-effective-collection-of-vat-gst-where-the-supplier-is-not-located-in-the-jurisdiction-of-taxation_5269dc5a-en.html
https://www.oecd.org/en/publications/the-role-of-digital-platforms-in-the-collection-of-vat-gst-on-online-sales_e0e2dd2d-en.html
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https://www.oecd.org/en/publications/the-impact-of-the-growth-of-the-sharing-and-gig-economy-on-vat-gst-policy-and-administration_51825505-en.html
https://www.oecd.org/en/publications/the-impact-of-the-growth-of-the-sharing-and-gig-economy-on-vat-gst-policy-and-administration_51825505-en.html
https://www.oecd.org/en/publications/the-impact-of-the-growth-of-the-sharing-and-gig-economy-on-vat-gst-policy-and-administration_51825505-en.html
https://www.oecd.org/en/publications/the-impact-of-the-growth-of-the-sharing-and-gig-economy-on-vat-gst-policy-and-administration_51825505-en.html

/ / Overview of the core OECD VAT recommendations

1. Create an effective legal basis for right to tax inbound international supplies

v In particular, implement a “place of taxation” rule for supplies of services and intangibles by reference to
the location of the customer (usual residence of the customer for B2C supplies).

v For imported goods, consider transferring the responsibility to collect VAT from customs authorities to non-
resident suppliers.
2. Implement an efficient and effective collection mechanism
v Introduce a requirement for non-resident suppliers to register and account for the VAT on remote international
sales, including low-value imported goods, through a simplified registration and collection mechanism.
3. Leverage the power of digital platforms to enhance VAT collection
v Further facilitate and enhance compliance by enlisting online marketplaces and other digital platforms in
VAT collection on inbound international supplies.

4. Facilitate compliance and strengthen enforcement through modern, data-driven risk
management and administrative co-operation

v Complement a simplified compliance regime with the implementation of a modern risk-based compliance
strategy and robust administrative co-operation.
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Global implementation of VAT on e-commerce continues to grow
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