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Article History: With the rapid development of China’s e-commerce market, while bringing considerable tax revenue to the 
country, it also brings huge challenges to China’s tax administration. The purpose of this article is to demonstrate 
the need for a national solution to the e-commerce tax problem within China through a reasonable e-commerce 
policy. Finally, through the systematic analysis of the previous chapters, combined with my country’s current 
situation, some suggestions are made for the establishment of an e-commerce tax system in China.
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1. INTRODUCTION

It is the objective of this paper to demonstrate the need for a national 
solution to the issue of e-commerce taxation within the China through 
a sound e-commerce policy. First, the paper mainly introduces the 
connotation, classification and characteristics of e-commerce. The 
second chapter is an in-depth analysis of the impact of e-commerce 
on China’s taxation principles, taxation legal systems, tax collection 
and management. The third chapter compares and analyzes some 
e-commerce taxation policies and measures taken by developed 
countries and developing countries. It is hoped that some experiences 
and lessons can be learned from the taxation cases of these countries 
in order to improve the management of China’s e-commerce taxation. 
Finally, through the systematic analysis of the previous chapters and 
combining with the current situation of China, the fourth chapter puts 
forward some suggestions on the establishment of e-commerce tax 
system in China.

2. E-COMMERCE OVERVIEW

2.1 The concept of e-commerce

E-commerce, also known as electronic commerce or internet commerce, 
refers to the buying and selling of goods or services using the internet, 
and the transfer of money and data to execute these transactions. 
Ecommerce is often used to refer to the sale of physical products online, 
but it can also describe any kind of commercial transaction that is 
facilitated through the internet. Its essence is the direct or indirect way 
of trading in goods, currencies and services based on digital networks. 
Broadly speaking, E-commerce refers to the application of electronic 
and information technology for economic and trade activities. It 
includes not only goods or business transactions through the Internet, 
but also the use of computers, telephones, faxes, and networks, which 

all kinds of business activities carried out by various electronic media. 
The narrow sense of e-commerce refers to the business transaction 
activities realized by the Internet, and the transaction objects may be 
tangible products and services, such as books, clothing, daily necessities, 
etc., or some intangibles products including news, audiovisual products, 
distance learning, online consulting, software, databases, etc. The 
e-commerce taxation issues discussed in this article are in the narrow 
sense of e-commerce[1].

2.2 Classification of e-commerce

E-commerce has undergone diversity changes in the process of 
development. According to different classification criteria, e-commerce 
can be divided into different categories.

According to the different operation modes of business activities, 
e-commerce includes pure electronic commerce and partial e-commerce. 
Pure e-commerce refers to e-commerce that can be realized on the 
network through the entire business process such as information flow 
and capital flow during the transaction process. Partial e-commerce 
refers to the transaction behavior or process that needs to rely on some 
external factors to complete the entire transaction, and cannot rely 
solely on the network to complete. In accordance with the information 
network scope of electronic transactions, e-commerce includes three 
categories: local e-commerce, remote domestic e-commerce and global 
e-commerce. Local e-commerce refers to the e-commerce activities 
carried out by both parties in the local area and the both parties will 
use the local information network. Thus the geographical scope of the 
transaction is small. Remote domestic e-commerce refers to online 
electronic trading activities conducted in the country, instead of in the 
local area. The requirements for hardware, software and technology 
are more demanding, and the geographical scope of transactions is 
relatively large. Global e-commerce refers to the electronic trading 
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activities carried out through the Internet on a global scale. Its business 
content is complex, and it involves multiple systems such as import and 
export systems, customs systems, banking financial systems, and tax 
systems in both countries.

In terms of the content of e-commerce activities, e-commerce can be 
divided direct e-commerce and indirect e-commerce. Direct e-commerce 
refers to a transaction activity in which a merchant does not need to 
transfer an intangible goods or services through a material form or a 
specific package, directly transmitting the digitized products or services 
to consumers online, and charging a certain fee. Indirect e-commerce 
refers to physical product transactions conducted online. However, it 
involved in online transactions can only be ordering, payment or partial 
after-sales service. It only speeds up the circulation of goods or funds 
through the Internet, but it is essentially a traditional way of trading.

Depending on who is involved in the transaction, e-commerce activities 
include inter-enterprise (B2B), business-to-consumer (B2C), business-
to-government (B2G), and consumer-to-consumer (C2C). The B2B 
mode refers to the electronic trade mode in which enterprises exchange 
and transfer data and information through the Internet to complete 
business activities such as online ordering, purchasing, and marketing. 
It is not only efficient, but also reduces production costs and shortens 
the production process. The B2C model refers to the commercial retail 
model in which enterprises directly sell consumers’ products or services 
through the Internet, also known as the online retail model. To a certain 
extent, this model has expanded the scope of traditional sales operations. 
With the gradual maturity of the e-commerce environment, online 
transactions will inevitably become more frequent, and the traditional 
trading mode will be affected to a certain extent. The B2G model refers 
to an operational mode of e-commerce transaction activities between 
enterprises and government agencies through the network. For example, 
online procurement, electronic tax filing, online property rights trading, 
etc. all belong to the B2G model, which can contain many things between 
the company and the government. The C2C model refers to online 
transactions conducted by consumers through the Internet, such as 
online auctions, item exchanges, and the like. Its trading entities are 
individuals, not including companies, so it is very difficult to determine 
their tax status in this environment. In addition, its trading process is 
fully dependent on the network media. Consumers only need to purchase 
goods through the network and complete the transaction. Both buyers 
and sellers will not care about the existence of tax problems.

2.3 Characteristics of e-commerce

Compared with the traditional form of transaction, e-commerce has its 
own characteristics, and it is these characteristics that make e-commerce 
develop rapidly on a global scale.

2.3.1 Transaction virtualization 

The virtual nature of transactions is reflected in every aspect of the 
transaction, such as entity virtualization, transaction site virtualization 
and transactional goods, service virtualization. In particular, pure 
e-commerce, from information search, inquiry, negotiation, payment 
to delivery of goods and after-sales service are all carried out in a 
virtual network environment. The virtualization of goods and services 
is reflected in the digitization of products and the electronic way of 
settlement.

2.3.2 Low cost of transaction.

From the point of view of the seller, the transaction relies on the 
virtual environment. It does not require a fixed product display place 
like traditional business activities, nor does it need to use paper sales 
vouchers. Therefore, transaction costs can be effectively reduced. For the 
purchaser, obtaining purchase information and completing transactions 
through the Internet can effectively save time and capital costs.

2.3.3 Efficient and convenient.

E-commerce is enabling producers and users to communicate and 
trade through the network to the greatest extent, which can minimize 
the intermediate links of business activities and improve transaction 
efficiency.

2.3.4 Global scale of the transaction.

The Globalization of the Internet leads to a larger scale of e-commerce 
market. Buyers can find the goods or services they need all over the 
world. Sellers can also bring goods and services to all parts of the world 
through the Internet.

3. TAX MANAGEMENT ISSUES CAUSED BY E-COMMERCE

With the rapid development of China’s e-commerce market, while 
bringing considerable tax revenue to the country, it has also brought 
great challenges to China’s taxation management work. The e-commerce 
tax management issues discussed in this paper are mainly for the three 
forms of B2B, B2C and C2C. From the perspective of tax administration, 
the impact of e-commerce mainly includes the following aspects:

3.1 The impact of e-commerce on tax elements

The tax element is the specific expression of the tax content. It mainly 
includes the taxpayer, the tax object, the tax item and tax rate, the 
tax period and location. Because e-commerce has the characteristics 
of virtualization, unboundedness, digitization, it makes the current 
taxation elements less restrictive to e-commerce, resulting in a series 
of problems such as the vague nature of taxation objects and the 
uncertainty of tax time and place. To a certain extent, it also poses a 
challenge to tax collection and management[2].

3.1.1 Object of taxation is difficult to determine

The object of taxation is the basis of taxation. At the same time, various 
taxes are identified by distinguishing the taxable object. E-commerce 
has changed the nature of products to a certain extent. By using the 
relevant functions of the Internet, it transforms the products or services 
originally provided in the form of entities into digital information for 
transmission, especially some electronic non-physical products, whose 
real content and actual nature are difficult to define. In traditional 
physical trade, sales and purchases of goods should be the same, but 
online buyers can download and duplicate in digital form, making the 
number of both unequal. The nature of such downloading behavior is 
also hard to define as selling goods or franchising.

3.1.2 The assessable period and location for tax payment are difficult 
determine

The provisions of the tax law on the tax payment period mainly include 
the occurrence time of the tax obligation, the tax payment period and the 
period of paying the treasury. Because of the concealment of e-commerce 
and the uncertainty of trading place and trading time, many difficulties 
have been brought to the current tax administration in China. Under 
the environment of e-commerce, it is difficult for the current tax law to 
determine whether the time of tax obligation is defined by the time of 
delivery, or by the time of receipt or collection, and whether the place 
of tax payment is determined by the place where the service takes place 
or the place where the institution is located. At present, the mainstream 
view in China is to determine the location of registered transaction 
server as the tax payment place, and regard the online store itself as a 
permanent institution, but these views need further discussion.

3.2 The influence of e-commerce on tax collection and 
management

3.2.1 Tax registration system is difficult to apply

Detailed Rules for the Implementation of the Law of the People’s Republic 
of China on Tax Administration and Collection clearly stipulates that 
taxpayers should handle tax registration certificates on time. However, 
quite a number of C2C self-employed businesses that is, without the 
approval of the Ministry of Industry and Commerce, business license 
and without tax registration certificate. In general, they do not have a 
strong sense of taxation, and the tax authorities have no way to start, 
and it is even more difficult to implement effective tax administration 
for taxpayers. Even some enterprises’ network sales are not reflected 
in ledger account at all, and the tax authorities can not verify it, which 
causes a part of the tax loss. 

3.2.2 Electronic transaction documents are hard to obtain
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for e-commerce is levied at the original place of transaction. For online 
service, the provider does not need to pay taxes, but the user of the 
service pays taxes. And the foreign units, individuals and businessmen 
who purchase within the EU must pay the relevant taxes at the place of 
purchase[5].

4.1.3 E-commerce taxation policy of the organization for economic 
cooperation and development (OECD)

(a) In 1998, the Geneva Conference reached a one-year tariff exemption 
for full e-commerce goods for Internet transactions. 

(b) In 1999, at the Paris meeting, it was agreed to adopt the existing 
tax system to adapt to the trading environment of e-commerce, instead 
of re-introducing new type of tax. It also makes the tax base fair by the 
consumption of goods or services and considers the location of the 
computer server as a permanent organization.

(c) In 2000, the OECD (Organization for Economic Co-operation and 
Development) recommended that the United States should levy taxes on 
e-commerce and postal sales.

(d) In addition to the United States and Australia, the Organization 
for Economic Cooperation and Development imposes a value-added 
tax on e-commerce transactions, and is actively exploring the “mutual 
assistance” type of collection method, that is, the consumer country 
helps e-commerce companies to collect taxes and to responsible for tax 
handover.

4.1.4 United nations e-commerce tax policy recommendations

In 2000, the Human Rights Development Report proposed to levy a Bit 
tax, and stipulated that 100 cents of e-commerce tax would be levied 
on 100 units of mail greater than 10,000. It is also recommended to use 
the tax on bit tax to support the development of science and technology 
in developing countries and narrow the gap in international electronic 
communication technology. In short, the United Nations’ foothold in 
developing e-commerce taxation policies is to uphold the tax benefits of 
developing countries.

In 2010, the United Nations called for tax reforms to levy GTS (Goods 
Service Tax) on consumers who purchased offline and online goods from 
abroad, but the plan was not approved.

Generally speaking, electronic commerce legislation of other countries 
has three common characteristics:

(a) Development is extremely rapid.

Since the introduction of Digital Signature Law in Utah, dozens of coun-
tries, organizations and regions have enacted relevant laws or drafts of 
electronic commerce in a few years. In particular, the United Nations 
Commission on Trade Law (UNCITRAL) has played a pioneering and ex-
emplary role in guiding the relevant legislation of e-commerce in various 
countries in the world in a timely manner. This highly effective legislative 
measure is rare in the history of world legislation. In contrast, China’s 
response speed is somewhat slow or even lagging behind in this regard. 
With the continuous expansion of the scale of e-commerce, China should 
take effective measures as soon as possible to supplement and improve 
the existing legislation and policies.

(b) Compatibility.

With the rapid development of e-commerce and the gradual breaking of 
national boundaries, any behavior which divorce oneself from the mass-
es and from reality and act blindly in e-commerce legislation is not only a 
clumsy act, but also a serious impediment to the development of e-com-
merce and related industries. Therefore, compatibility is one of the first 
criteria to be considered in e-commerce legislation in various countries. 
The United Nations Commission on Trade Law (UNCITRAL) has pointed 
out in its Guidelines on Uniform Rules of Electronic Signatures that “the 
inherent internationality of electronic commerce requires the establish-
ment of a unified legal system, and the current status of legislation in 
different countries may pose a risk of impeding its development. “There-
fore, China should speed up the pace of tax consultation and coopera-
tion with other countries and organizations in e-commerce in order to 

Chinese traditional tax collection and inspection methods are based on 
paper books and vouchers. In the context of e-commerce, the original 
tax collection and inspection basis has ceased to exist, leaving only 
digital information. Taxpayers may use multiple encryption technology 
to cover up their real transaction data, which makes the collection and 
management of tax authorities more difficult, and the legal effect of 
giving electronic transaction vouchers appears to be extra important. All 
these problems have brought great challenges to the tax administration 
of the tax authorities.

3.2.3 It is difficult to verify the accuracy of tax returns

Under the background of e-commerce, due to the concealment of 
transactions and the digitalization of information, the traditional 
management mode of tax sources controlled by tickets is no longer 
applicable to modern e-commerce trade. Most small-scale e-commerce 
companies have no accounting system at all. Their legal awareness is 
weak, and they have no willingness to pay taxes on their own initiative. 
If tax authorities want to collect their transaction information or verify 
tax data, it is not only heavy workload, but also inefficient. This led to 
the fact that the Inland Revenue Department was unable to verify the 
completeness and authenticity of the tax returns[3].

3.2.4 Tax inspection is hard to achieve

Thanks to the convenience of the Internet greatly simplifies the 
traditional trade process, buyers and sellers do not need face-to-face 
negotiation, they use the network to complete the entire transaction. 
However, compared with traditional trade mode, electronic credentials 
related to Internet transactions can be easily tampered with. In addition, 
the buyer can also settle accounts through remittance, transfer, Alipay 
and other ways, making the tax authorities’ supervision works that 
become very complicated, plus taxpayers may deliberately cover up 
the real data information, which makes the tax inspection work more 
difficult.

4. ANALYSIS AND ENLIGHTENMENT OF FOREIGN E-COMMERCE TAX 
POLICY

4.1 Analysis of foreign e-commerce tax policy

4.1.1 US E-Commerce Tax Policy

The United States is the birthplace of the Internet that is resolutely 
opposed to the imposition of a new tax on e-commerce and advocates 
exemption from tariffs. In 1996, the US Treasury Department 
promulgated that Selected Tax Policy Implications of Global Electronic 
Commerce, advocated the principle of tax neutrality, and advocated not 
introducing new taxes on e-commerce. In October 1998, the US Congress 
passed the Internet Tax Exemption Act, which avoided new taxes on 
the Internet for three years from October 1998. In 2004, the United 
States enacted the Internet Tax Non-Discrimination Act, extending the 
validity of the Internet Tax Exemption Act to November 1, 2007. In 
2007, the United States quickly announced (the Internet Tax Freedom 
Act Amendment Act of 2007), and the period for exempting the Internet 
from taxation was extended for another seven years, which is believed 
to drive the continued rapid development of the Internet industry 
throughout the United States. Due to the global advantages of the United 
States in this regard and based on the consideration of maintaining its 
economic growth and future strategic position in the world economy, 
the tax exemption for e-commerce is undoubtedly beneficial to the 
United States[4].

4.1.2 Eu e-commerce tax policy

The European Union is one of the early countries to levy taxes on 
pure e-commerce. From the EU’s policy measures on e-commerce, the 
core content is fairness. E-commerce companies and non-e-commerce 
companies in EU member states have the same tax burden, and the 
applicable tax laws are the same. Because the EU believes that all 
enterprises should be treated equally and fair tax burden, the EU 
opposed the US e-commerce tax exemption policy early. Since 2003, 
it has been levied in the form of value-added tax. At present, the EU 
is required to pay e-commerce value-added tax and import tariffs for 
e-commerce goods imported from outside, but its export is tax-free. 
For domestic sales, goods between member states, the value-added tax 
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implementation of this policy, China can standardize the process of 
e-commerce invoice issuance to achieve the effect, that is, when the buy-
er and seller negotiate and place an order, the buyer pays the money 
to the third-party platform, and then the seller is forced to submit the 
invoice information involved in the exchange to the third-party platform, 
the platform’s settlement. The system needs to check the payment and 
invoice information. After checking and verifying, the system automat-
ically transfers the transaction amount to the seller’s account. In addi-
tion, the transactions conducted by e-commerce through the third-party 
trading platform need to check the accounting information monthly and 
give the seller timely feedback.

5.3 Training professional electronic tax collection and 
management personnel

With the rapid development of e-commerce, many challenges have aris-
en in the tax work related to it, and higher requirements have been put 
forward for the quality and knowledge structure of tax personnel. It 
requires tax cadres not only to have solid knowledge of tax theory and 
work capacity, but also to be proficient in computer network knowledge 
and information technology. Only by truly understanding the basic op-
eration process of e-commerce, can we make better use of information 
technology to strengthen the tax source monitoring of e-commerce. In 
addition, through the development and promotion of online tax decla-
ration system to serve all types of taxpayers, we can simplify the decla-
ration process, and save the labor costs. At the same time, the adminis-
trative efficiency can also be improved. In addition, tax authorities also 
need to attach great importance to and strengthen the training and in-
troduction of such talents in order to ensure the development of e-com-
merce tax management.

5.4 Strengthen international tax cooperation and coordination

With the trend of economic globalization becoming more and more ob-
vious, the international tax disputes and changes in the pattern of inter-
ests are also extremely fierce. The international taxation issues involved 
in e-commerce, such as tax jurisdiction and tax benefit distribution, can 
be resolved by strengthening international tax cooperation and coor-
dination. Although the tax policy of e-commerce will vary greatly from 
country to country, the premise of maintaining national tax sovereign-
ty is the same. Only by strengthening international tax cooperation and 
coordination can we obtain e-commerce-related tax information on a 
larger scale, in order to broaden the access to e-commerce transaction 
information to a greater extent, and gradually establish a new interna-
tional taxation guideline in disputes and discussions, which will reduce 
the possibility of international tax avoidance and double taxation to a 
greater extent.

From the popularity of C2C, B2B and B2C to the exploration and guid-
ance of O2O and the promotion of various network marketing, all of 
them reflect the charm and power of the Internet, and are also showing 
the importance of e-commerce in life and foreshadowing the future so-
cial development trend. Under this background, e-commerce taxation is 
not a new topic, it has a broader prospect in the future. Taxation is the 
eternal theme of the country ruled by law and civilization. Because of 
virtualization of taxpayer, uncertainty of taxpayer’s place and time, and 
electronic transaction voucher, e-commerce taxation makes the tradi-
tional taxation legal system unable to adapt. Taxation is the main way for 
a modern country ruled by law to obtain financial revenue. The internal 
affairs and diplomacy of a country depend on the support of taxation. 
In the era of ecommerce, under the background of building a society 
ruled by law, it is urgent and important to improve the legal system of 
e-commerce taxation. On the basis of explaining the general problems of 
e-commerce taxation, this paper analyses the impact of e-commerce on 
taxation system, and puts forward the existing problems of e-commerce 
taxation in China based on foreign experience. In the consideration of 
perfecting the tax system, we should clarify the value orientation and 
improve our current tax management system, also solve the conflicts 
between legal systems and redefine some tax concepts. E-commerce is 
bound to appear a variety of new content, and the tax law can only adapt 
to the development of the times by constantly amending the outdated 
provisions.
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