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Disclaimer
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This presentation and the information contained herein is prepared to provide general information and

broad concepts. It does not represent in any way the view, position or facts of or related to the

presenter’s firm and is not intended as an exhaustive treatment of such subject(s). Accordingly, it

should not be relied upon as professional advice or as a basis for commercial decision making.

Please consult your qualified professional adviser.

This material is intended only for the use of the entity/person to whom it is addressed and the others

authorized to receive it on their behalf. All rights reserved. The recipient should not further circulate or

use this material in any manner without prior consent of the author.

Caveat: The business models and law is constantly evolving and varies from country to country.

Thank you.



3 Mega-Trends
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#1 From
North-South Divide 

to
Digital Divide
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North-South Divide

GDP per capita World Bank 2020

CHINA

$10.500

INDIA

$1,900

USA

$63,500

FRANCE

$38,600Capital Exporters
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International Tax Norms Favoured Capital Exporters
No physical presence = No Tax

Local

Subsidiary

or Branch

HQ, Offshore MNE

Local 

clients

Withholding tax 

(reduced by treaty) 

Developed Country

Market Country

Preparation & 

Auxiliary: no tax

Agent 

concluding 

contracts √
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Digital Divide: China & US vs the Rest 

CHINA

INDIA

USA

FRANCE

20 largest internet 

companies June 2022 

by market cap

Alphabet 1,917

Amazon 1,691

Meta 935.44

Tencent 562.84

Bytedance 353

Alibaba 330.67

Netflix 267.46

PayPal 220.26

Meituan 177.34

Pinduoduo 167.04

Sea Limited (Singapore) 128.07

JD.com 109.62

Booking 96.35

Snap 86.04

Uber 81.34

NetEase 67.76

Baidu 51.77

Twitter 51.36

Naver (Korea) 51.23

Shein 47

Digital Leaders
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International Tax Norms Favoured Capital Exporters
No physical presence = No Tax

Offshore 

E-commerce 

Platform

Local 

clients

Withholding on E-

business payments

a. Not royalties, 

dividends, interest 

b. Service fee? 

(maybe) 

Developed Country

Market Country
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Mining the “New Oil”? – Taxing Data

World Economic Forum: Global data economy is pegged at $3 trillion. The fundamental 

issue “Who owns the data and has intellectual property rights on it”? 

Forbes Technology Council: Over 4% of all jobs in the U.S., along with over 5% of national 

output, come from the contribution that data makes to the economy.

Europe: every new data center built drives between £397 million and £436 million a year in 

new value for a country.

Source: https://www.weforum.org/agenda/2017/09/the-value-of-data/

https://www.forbes.com/sites/forbestechcouncil/2018/10/03/how-to-realize-the-value-of-your-data/

https://hbr.org/2016/09/bad-data-costs-the-u-s-3-trillion-per-year

https://medium.com/permissionio/how-much-is-your-data-worth-c28488a5812e

https://datamakespossible.westerndigital.com/value-of-data-2018/dawn-of-data-marketplace/

Accenture

Value of Personal Data

Wordstream, in 2017, the average cost per Google AdWords click was $2.32. 

https://www.weforum.org/agenda/2017/09/the-value-of-data/
https://www.forbes.com/sites/forbestechcouncil/2018/10/03/how-to-realize-the-value-of-your-data/
https://hbr.org/2016/09/bad-data-costs-the-u-s-3-trillion-per-year
https://medium.com/permissionio/how-much-is-your-data-worth-c28488a5812e
https://datamakespossible.westerndigital.com/value-of-data-2018/dawn-of-data-marketplace/
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Proliferation of Digital Services Taxes
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Digital Taxes Across Asia- Pacific (2021)

» South Korea (July 1, 2015) – 10% VAT on electronically supplied services

» Japan (in October 1, 2015) - foreign digital service providers subject to Japanese consumption tax

of 10%. 2021 – Int Tax Study Group on Pillars 1 & 2 and possible DST

» India (July 1, 2016) – 6% equalization levy on digital advertisement, 2% on e-commerce starting

April 1, 2020

» Australia (July 1, 2016) – 10% GST on the sale of electronic/digital services by non-resident

providers

» New Zealand (Oct 1, 2016) – 15% GST on non-resident providers of e-services; overseas vendor

registration wef Dec 1, 2019

» Taiwan (May 1, 2017) – 5% VAT, registration requirement

» Malaysia (Jan 1, 2020) - 6% DST on registered foreign service providers who provide any digital

services to a consumer in Malaysia

» Singapore (Jan 1, 2020) – GST - Overseas Vendor Registration and Reverse Charge at 7%

» Indonesia (April 1, 2020) – 10% VAT (30 companies appointed as withholding agents), PE and

Electronic Transactions Tax (pending)

» Philippines – VAT 12% (5% to government), House Bill 7245

» Thailand – VAT 7% enacted via Royal Gazette on 10 Feb 2021. Effective from 1 Sept 2021.

Registration for verseas e-commerce operators or platform to pay VAT on behalf. No input tax.

» Vietnam – Foreign Contractor Tax on outbound digital payments to “non-resident e-commerce

businesses” deferred to 1 Jan 2021 (from 1 Jul 2020). FCT = VAT + corporate income tax

(mechanism likely withholding via banks)
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In-scope segment

(residual profits)

Subsidiary A

HQ/ coordinating 

country

Market C

No physical 

presence

PE = plus 

factor (active 

+ sustained 

engagement)

Total Group (in-scope & out of scope) 

= XXX,000 millions

In-scope segment milions

Revenue 25,000

Profit before Tax 6,500

PBT margin 26%

Sub A 2,000 In-scope

PE B 18,000 CFB plus

Market C 5,000 ADS

Total 25,000Step 1: Profitability Threshold (10%)

Group residual profit = 6,500 – (25,000*10%) = 4,000

Step 2: Reallocation Percentage (20%)

Amount A = 20%*4,000 = 800

Step 3: Allocation 

Revenue Amount A 

Allocated

Sub A 2,000 (2/25)*800= 64

PE B 18,000 (18/25)*800 = 576

Market C 5,000 (5/25)*800 = 160

PBT of in-scope 

ADS + CFB 

segments

10% 

“deemed routine”

20% of 

“deemed residual”

G20-OECD BEPS 2.0 (Pillar 1) 2021: 138 jurisdictions 

Note: This is a stylized illustration as of end of 2021, actual rules still evolving
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For the Policy-maker: Before Taxing Digital

» Threshold Question
Can you measure what you would like to tax? What is value of data?
» Consider Both Sides including Distortive, Unintended Impact
▪ Broaden the tax net
▪ Level playing field: digital (esp offshore) vis-à-vis local merchants
BUT
▪ Tax increase runs counter-cyclical to COVID19 recovery (OECD 

position)
▪ Distortive Impact of Taxes
▪ Incidence of Taxation transferred to consumers by MNEs 
▪ Administrability and cost of compliance
o Business model, type of income evolving – Fintec/blockchain, 

Consulting Services, SaaS, Sale of Data/Analytics
o Segmentation or Ring Fencing to be more targeted?

▪ Impact on FDI: Each Cloud Data Centre built drives between £397-436 
million a year in new value for a country
o Comparative advantage of one’s country e.g. digital graphic design



#2 Tectonic Shift in Taxation

G20-OECD Base Erosion Profit Shifting

a Red-Herring before the real change?
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Era of Globalisation, the “Great Moderation” Over? 
What about the “Great Slide” in Tax Rates?

15%
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Impact of G20-OECD BEPS 2.0: World collects USD100bn more
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Economic Impact: Global Corp Income Tax Rates Up 4%
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Drop in the Bucket…

Source: https://www.manhattan-institute.org/coronavirus-cbo-budget-deficit-projection
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Inevitable Tax Increases Beyond Corporate Income Tax

Source: https://www.oecd.org/tax/tax-policy/about-global-revenue-statistics-database.pdf; https://taxfoundation.org/publications/sources-of-government-revenue-in-the-oecd/

https://www.oecd.org/tax/tax-policy/about-global-revenue-statistics-database.pdf


20

Boiling the Frog? Depending on Your Horizon

Quarterly

2024 onwards - 15% global min tax; +4% from BEPS  

Long-term sustainable rate ?

1990s global average – 35% 

Restrained increase till 2023? COVID, inflation, war



#3 Hyper-Transparency

Authorities know more about 
the Company than the Taxpayer
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Hyper Transparency: Data the “New Oil”

Source: OECD

✓ Information on 111 million financial accounts, covering total assets of EUR 11 trillion, 

was automatically exchanged in 2021

✓ 370 000 requests for information since 2009

✓ Mar 22: > 3000 bilateral exchange relationships re Country by country (CbC) reports

✓ Move towards public disclosure of CbCR info e.g. EU
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Mining the “New Oil”: Harnessing Big Data & Analytics

Source: Clayton Utz

Australia tax office - adding 

100 Data/AI FTEs every year

Russia – Moscow knows when

you buy a coffee in Vladivostok

China – Request for meta-data

at transactional level
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Interaction with the Tax Authorities in the Future

Future
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Key Take-aways

» Taxes are Going Up

» Data the “new oil” is also mined by tax

authorities

» Digital Divide of the Future: Hyper-

transparency, authorities may know more than

you about your company

Q: Is your Audit Committee, CFO aware & tax

function prepared?



Thank you 
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