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The nature and characteristics of data

Data are MULTIDIMENSIONAL 

Economic dimension

Non-economic dimension

The CHARACTERISTICS of data

 Data are intangible and non-

rival

 Access to data can be limited 

by technical or legal (varying 

degrees of excludability are 

possible)

 Data can be either a public 

good, a private good or a club 

good
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Digital Trade Taxation

 Corporate tax avoidance schemes have become consolidated 

and increasingly more sophisticated

 To close the tax gap on e-commerce operations, states impose 

(1) sales taxes, (2) digital services taxes- coordinated action 

(OECD). 

 Labour tax avoidance  is also a challenge directly related to:

o Types of contracts workers have, 

o Working conditions etc.



Digital Trade Taxation

• Amazon used royalty pricing between two of its European subsidiaries to 

effectively reduce its taxable profit in Luxembourg and through another set of intra-

group payments, finance R&D projects undertaken in the US .

• In 2009, Amazon EU S.à.r.l., in Luxembourg reported more than €519 million in 

royalty expenses while the limited partnership Amazon Europe Holding Technologies 

SCS, in Luxembourg, had an influx of the same amount “based on agreements 

with affiliated companies” 



Tax Challenges of Taxing the Digital Economy 

Digital elements are considered tax-disruptive when they increase the complexity of 

traditional tax administration and tax enforcement practices. 



Tax-Disruptive Digital Business Models 

• Tax-disruptive digital business models in their most basic form entail the online 

distribution of automated digital content (online sales, online subscription plans, 

online license agreements) or the granting of online access to automated digital 

content or multisided digital platforms that connect online users, users tend to 

influence the monetization strategies of business models. 

• The following are the most common user-centered monetization strategies associated 

with tax disruptive business models: 

o Sale of users’ demographic data (race, gender, economic status, level of 

education, family status, income level, employment) 

o Sale of users’ behavioral data (values, personality, attitudes, opinions, 

lifestyles, interests) 

o Sale of users’ activity data (browser history, purchase history, recent activity) 

o Sale of user-targeted advertising (based on user traits and preferences) 

o Sale of user-created content (blogs, reviews, opinions, databases, media file 

sharing) 

o Appropriation of user-developed intangibles (video games’ fan-made content, 

collective translations, server emulators) 

o Sale of the digital business (exit) after its value has been enhanced by the 

contributions of users in exchange for free-of-charge access to digital 

contentand digital platforms.
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Taxonomy of tax-disruptive digital business models 



Tax-Disruptive Digital Business Models 

Network Effect of Multisided Digital Platforms 

• Multisided digital platforms that create value by facilitating connections between 

different but interdependent user groups. 

• Each side of the network depends on the presence of the other, as demand by one 

group increases demand by the other group and vice versa. 

• One of the tax challenges associated with the network effect from multisided digital 

platforms is the role of data and user participation in the creation of value and 

how it should be taxed. 

• Another tax challenge posed by the network effect is the new value creation 

paradigm derived from the interaction of different user groups. 

Users supply digital input (data, digital content) in exchange for access to digital content 
(Google web search engine, Amazon e-commerce marketplace, Facebook social media 
platform, Gmail e-mail services). 



Tax-Disruptive Digital Business Models 

Network Effect in Tax-Disruptive Digital Business Models 



Tax-Disruptive Digital Business Models 

Lack of Physical Presence and Scale without Mass 

• Digital technology allows business to operate in a country without a physical 

presence thus the notion of a brick-and-mortar permanent establishment inapplicable 

with digital activities going untaxed. 

• It poses a significant tax challenge since, traditionally, physical presence has been 

the main factor used to determine the right of a country to tax foreign 

businesses generating activity conducted within its borders.

• In the absence of a physical presence and lack of applicable nexus rules, current tax 

rules cannot determine the existence of a permanent establishment in the 

territory, and income generated from digital activities therein goes untaxed. 

Scope of Application of a Revised Notion of Permanent Establishment 



Who are the suppliers?

Where do they come from?

What about the services regime?

Domestic capacity?

National Regulatory Framework? 

Are we reliving 1945? 

Million Dollar Questions?


