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Introduction

Taxing the Digital Economy



4Source: MIT Technology Review, 2016



5Source: UNCTAD, 2019



ELEMENTS OF THE DIGITAL ECONOMY
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Key Issues

Taxing the Digital Economy



Art. 7: Business Profit

No PE No TAX

Tax Treaty

Domicile country

Source country

Physical 
Presence?

no

Yes PE Yes TAXyes



Tempat kedudukan manajemen Ruang untuk promosi dan penjualan

Cabang perusahaan Pertambangan dan penggalian sumber alam

Kantor perwakilan Wilayah kerja pertambangan minyak dan gas bumi

Gedung kantor Perikanan, peternakan, pertanian, perkebunan, atau
kehutanan

Pabrik Komputer, agen elektronik, atau peralatan otomatis yang
dimiliki, disewa, atau digunakan untuk menjalankan
usaha melalui internet

Bengkel

Gudang

BUT Tempat Usaha Tetap 
Pasal 5 (1) PMK No. 35/PMK.03/2019



Digital Services Tax : Unilateral Measures

Threshold:
Global: £500Mill 
UK: £25Mill

Threshold:
Global: €750Mill
FRA: €25Mill

Threshold:
Global: €750Mill
ITA: €5,5Mill

United Kingdom France Italy

•a social media platform, 
•search engine; and
• online marketplace

•digital interface to enable users of 
platforms to interact with each 
other in order to exchange goods or 
services
•Advertising conducted on digital 

interfaces
•The resale and management of 

personal data for advertising 
purposes

•advertising
•a digital multilateral 
interface
• Transmission of data 
collected from users



Key issue of Taxing the Digital Economy : 
Value Added Tax
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Challenges for Cross-border transaction:

Indirect Tax

Import VAT Collection Challenges
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Taxing the Digital Economy: 
ASEAN Countries

Starting 
1 January 

2020

Philippines Thailand Vietnam Singapore Malaysia

Starting 
1 January 

2020



Income tax
:  Fair taxing right

VAT
:  Level playing field
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- KEY ISSUES -
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Indonesia’s Existing Regulation

Taxing the Digital Economy



S I M P L I F I C A T I O N :

Simplification for e-commerce SME

Incentive for e-commerce investor
 Venture capital
 Angel Investor (Individuals who

voluntarily invest their personal money)
and Other investor for start-up

R E G I S T R A T I O N P R O C E D U R E
Regulation for Registration through
electronic system

E Q U A L T R E A T M E N T
Regulation to tax global e-commerce player
as well as local player

Indonesia e-Commerce Road Map 
2017-2019

(Presidential Decree No. 74 Year 2017)

Registration 
Procedure 

for both 
domestic 

and foreign 
e-

Commerce 
Player

Equal Tax 
Treatment for 

Local  and Global 
e-Commerce 

Player

Simplify Tax 
Obligation 

requirement 
for e-

Commerce

Tax Program



Online 
marketpla

ce

Service provision 
of place/time

Monthly Fixed Fee, 
Rent Fee, Registration 

Fee, Fixed Fee, 
Subscription Fee 

Sales of 
goods/services

Business 
income

Delivery of Sales 
Results to Merchant by 

Online Marketplace

Per Sale Fee, 
commission, service 
provider settlement 
fee, credit card fee

Classified 
Ads

Service provision 
of place/time

Monthly Fixed Fee, 
Rent Fee, Registration 

Fee, Fixed Fee, 
Subscription Fee

Daily 
Deals

Service provision of 
place/time

Monthly Fixed Fee, 
Rent Fee, Registration 

Fee, Fixed Fee, 
Subscription Fee 

Sales of 
goods/services

Business income

Delivery of Sales 
Results to Merchant by 

Online Marketplace

Per Sale Fee, 
commission, service 
provider settlement 
fee, credit card fee

Classified 
Ads

Service provision of 
place/time

Monthly Fixed Fee, 
Rent Fee, Registration 

Fee, Fixed Fee, 
Subscription Fee

Income Tax
Law Number 36 Year 

2008

Business income

Art.14 para 1

Other services

Art.4 para 2, Art.21, 
Art.23, Art.26 

VAT
Law Number 42 Year 2009

Government Regulation Number 1 of 2012

Delivery of Taxable 
Goods/Services within the 
Customs Area

Utilization of Taxable 
Services from outside the 
Customs Area

Circular Letter of Director General of 

Taxes No. SE-62/PJ/2013 

Indonesia Existing Law and Regulation
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Proposals: Long–term Solution

Taxing the Digital Economy



TIMELINE

July 
2013

Oct 
2015

March 
2018

January 
2019

2020

OECD 
Action Plan 
on BEPS

Public 
Consult. 
Document

Interim 
Report
(Action 1)

BEPS 
Action 1  
Report

Final 
Report
(Action 1)



Current Development 
Task Force on the Digital Economy

Nexus & Profit Allocation

User Participation

Marketing Intangibles

Significant Economic 

Presence

Taxing Income where value is created

1st Pillar 2nd Pillar

Global anti-base erosion proposal

1. Income inclusion rule that would tax
the income of a foreign branch or a contr
olled entity if that income was subject to
a low effective tax rate in the jurisdiction
of establishment or residence

2.A tax on base eroding payments tha
t would deny a deduction or treaty relief f
or certain payments unless that payment
was subject to an effective tax rate at or a
bove minimum rate





Source: OECD
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Indonesia Position

Part 2: UPDATES ON 
DIGITAL ECONOMY TAXATION



INDONESIAN CURRENT DIGITAL ECONOMY OVERVIEW

Source: https://www.internetworldstats.com/top20.htm
Source: idEA (indonesian E-commerce Association)



INDONESIAN CURRENT DIGITAL ECONOMY OVERVIEW

Indonesia is the 6th largest retail e-commerce 
buyers in Asia-Pasific, with total purchase 

USD10.92 million in 2018. 
However, retail e-commerce sales in Indonesia 

grows 22% annually, which is the highest.



INDONESIA POSITION
on Income Tax26

Potential drawbacks of unilateral measures:

1. Double taxation

2. Dispute

3. Economic disruption

4. Legal & technical issues

5. Must be revoked when a global consensus is 
reached



INDONESIA POSITION
on VAT27




