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High lights

- Approaches to not charging tax on e-commerce, granting exemptions to e-commerce, and applying traditional trade

tax laws to e-commerce have no effect on promoting tax efforts.

- The adoption and application of special e-commerce tax laws will increase the scope of tax laws.
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ABSTRACT
Subject and Purpose: The purpose of this research is to examine aspects of different

approaches to tax collection of international e-commerce to promote e-commerce
tax efforts in Iran.

Research Method: The four approaches considered include: non-taxation,
application of special tax laws on e-commerce, application of tax laws on traditional
trade, and tax exemptions. The research was conducted with a mixed method (data-
driven qualitative and Delphi) and factor analysis, and 90 people including members
of the Supreme Tax Council, directors of the Audit Organization, and university
professors were surveyed.

Research Findings: The results showed that, however, the approval and application
of special tax laws on e-commerce will increase the scope of tax laws, and if the
capacity of the tax collection system is at the previous level, it will not promote tax
efforts, but may reduce the proportion of tax efforts on e-commerce.

Conclusion, Originality and its Contribution to the Knowledge: These results
can help managers and decision-makers in the field of tax and e-commerce against

tax evasion and create effective capacities.

Keywords: E-commerce Tax Approaches, E-Commerce Tax Efforts, E-Commerce Tax
Evasion, Actual Tax Capacity, Potential Tax Capacity.
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Introduction

Different approaches to taxing
international e-commerce have been used in
the world, including not charging tax,
applying special e-commerce tax laws, taxing
e-commerce based on traditional trade tax
regulations, and granting e-commerce tax
exemptions (Yudamvitid, 2003). Each of
these approaches has advantages and
limitations depending on the economic, legal,
and technological conditions of each country.
Given that tax policymakers in Iran have not
prescribed a specific approach to follow,
examining international experiences and
adapting them to the Iranian situation
provides an opportunity to enhance e-
commerce tax efforts in Iran, which will
ultimately lead to the sustainable
development of the digital economy.One of

the fundamental problems in the field of e-
commerce taxation in Iran is the lack of a
coherent and comprehensive approach and
framework that can cover all tax aspects of
this area in a coordinated and complete
manner. Given the complex and dynamic
nature of e-commerce, the tax system must be
able to adapt quickly to new technologies and
methods of digital businesses. Unfortunately,
in Iran, tax policies and laws are still mostly
traditional and based on old physical
economy models that are wunable to
adequately respond to the tax needs of the
digital sector (Mohammadi et al., 2018). This
gap in developing a comprehensive approach
has resulted in different e-commerce sectors
such as online stores, digital services, and
international platforms being subject to
different or incomplete tax rules, each in a
scattered and uncoordinated manner. In
addition, the lack of transparency in the laws
and their application has confused economic
actors and reduced their willingness to pay
taxes (Organization for Economic
Cooperation and Development, 2020).
Accordingly, designing and implementing a
local tax model that, while in line with
international standards, also takes into
account Iran’s economic and structural
conditions, is an inevitable necessity. The
aim of this research is to fill the
aforementioned gaps. The main motivation of
this research is to answer the following
questions;

1. Does the approach of not charging tax on
e-commerce increase tax efforts in
Iran?

2. Does the approach of approving and
implementing a special e-commerce tax
law increase tax efforts in Iran?

3. Does the approach of applying the
traditional trade tax law to e-commerce
increase tax efforts in lran?

4. Does the approach of granting tax
exemptions to e-commerce increase tax
efforts in Iran?

The results of this research can be a
valuable guide for Iranian legislators,
policymakers, and tax organizations to use the
experiences of other countries to amend tax
laws and regulations related to e-commerce in
a way that increases tax efforts on e-
commerce. The findings of this research can
also be used as a basis for future studies in the
field of e-commerce tax policies.

Methodolgy

In this study, a mixed method (Cresswell,
1998) including Delphi (Alkey and Helmer,
1963) and CVR content analysis method
(Lauche, 1975) and confirmatory factor
analysis (Klein, 1998) were used. The
experiences of countries in the field of
legislation and how to recognize and demand
taxes on e-commerce based on the theory
(Yudamovitid, 2003). They were adapted to
the environmental characteristics of Iran and
then information related to Iranian e-
commerce was submitted to experts and
experts for opinion using the Delphi method
and through a questionnaire.

Implementing the Delphi Method
Step One

First, the concepts and key points obtained
using the library literature method were arranged
in the form of a checklist for conducting the
initial interview, the sources of which are given
below. After conducting the initial interview, a
number of items were deleted and modified and
the results were re-evaluated.

Step Two

In this step, concepts and terms related to
e-commerce taxation were extracted from the
sources mentioned in the previous step and



Examining Financial Taxes on International E-commerce and its ... / Namazi & ... 197

analyzed using the CVR (Content Validity
Ratio) method.

The content analysis method with CVR is
one of the methods for measuring the content
validity of a questionnaire or measurement
tool. This method helps to determine which
concepts or questions are relevant and
necessary for measuring the subject in
question (Lausche, 1975).

Step Three

The impact of tax policy in OECD
countries and other countries, which was
divided into four approaches based on the
theory of Yodamvitide (2003): not charging
taxes on e-commerce, applying special tax
laws for e-commerce, applying traditional
trade tax laws to e-commerce, and granting tax
exemptions to e-commerce.

Step Four

Initially, items for correction and deletion
were provided to the experts for consensus
building. The initial 21 items were obtained in

Chi—Sguare=131.12, 4df=50, P-—valu==0.00000,
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the first round based on the correction
opinions, and by removing less important
items, the number of items was reduced to 15.
In the second round, after re-evaluating the
level of agreement and eliminating the
controversial items, 12 items with final
consensus were selected and fixed.

Step 5
Confirmatory Factor Analysis

In order to identify and confirm
the measurement factors, the effect of
e-commerce tax approaches on increasing
e-commerce tax efforts was tested with the
help of confirmatory factor analysis in
LISREL software (version 12.5.1). In
confirmatory factor analysis, the researcher
seeks to develop a model that is assumed to
describe, explain, or justify the empirical data
based on a relatively few parameters. This
model is based on pre-experimental
information about the structure of the data
(Klein, 1998).
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Figure 2. Measurement model of the e-commerce tax approach on increasing tax efforts in the standard estimation
mode, first order

A) Demographic Statistics

The results indicate that out of the total 90
sample members included in this study, 77
(85.6%) were male and 13 (14.4%) were female.
In the High Tax Council group, 25 (83.3%) were
male and the rest were female; in the auditor
group, 22 (73.3%) were male, and in the group of
university professors and experts, all were
male.According to the results of the descriptive
table below, the highest frequency percentage
belongs to people with an accounting degree,
which includes about 76.7%, equivalent to 69
people from the sample, and 15 people (16.7%)
are financial management, 3 people are public

law, 1 person is business management, and 2.2%,
equivalent to 2 people have an economics degree.
The above information shows that the statistical
population and the selected samples are eligible
for the study.In the present study, in order to
identify and confirm the measurement factors, the
validity of this questionnaire was tested separately
for each dimension by conducting confirmatory
factor analysis (Kline, 1998). Based on the
development of Chelia's theory (1971), the tax
effort ratio is obtained from the actual tax capacity
in the form of deductions over the potential tax
capacity in the denominator of the deduction.
Obviously, the improvement of the tax effort ratio
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can be achieved by increasing the deduction
amount (actual capacity) and keeping the
deduction amount constant (potential capacity),
or by keeping the deduction amount constant and
reducing the deduction amount, or by increasing
both, provided that the deduction amount
increases by a greater proportion, and finally
reducing both, provided that the deduction
amount decreases by a smaller proportion. The
deduction amount is the actual capacity, which is
the taxes collected. The taxes collected are subject
to the ability of the tax collection system to collect
taxes, which is influenced by factors such as the
development of human resources, infrastructure,
and information resources. The denominator of
the deduction is the potential capacity, which is
the taxes that can be claimed. Taxes that can be
claimed include income and resources that are
subject to taxation according to the laws. Itis clear
that the conditions that lead to the improvement
of tax effort include the following:

Strengthening the capacity of the tax
collection system and the stability of the scope
of tax laws.

Limiting the scope of tax laws assuming that
the tax collection authority's capacity is constant.

Strengthening the tax collection authority's
capacity by a greater proportion than
increasing the scope of tax laws.

Reducing the tax collection authority's
capacity by a smaller proportion than reducing
the scope of tax laws.

According to the results of this study, not
demanding taxes from e-commerce has no effect
on promoting tax efforts, because not demanding
taxes means not expanding tax laws, or in other
words, the scope of tax laws is constant, and on the
other hand, the capacity of the tax collection
authority is unchanged. Demanding taxes from e-
commerce based on traditional trade tax laws also
has no effect on promoting tax efforts, because no
new tax laws have been approved and the capacity
of the tax collection authority is at the same level
as before. Also, granting an exemption from e-
commerce tax (of course, provided that the tax has
not been previously claimed) is the same as not
claiming the tax, in that the scope of tax laws
remains unchanged and the tax collection
authority's capacity is at the previous level.
However, approving and implementing special e-
commerce tax laws increases the scope of tax laws,
and if the tax collection authority's capacity is at the

previous level, it does not increase tax efforts, but
may reduce the proportion of tax efforts on e-
commerce.

According to the Research Results
Policymakers and tax administrators are
advised to consider the following:

1. Before making any decision to expand the
scope of tax regulations, the capacity of the
tax authority should be increased.

2. Holding courses to empower tax auditors
in identifying methods of operating and
earning income in the digital space.

3. Developing the infrastructure and human
resources of the tax authority.

The following topics are recommended for

future researchers:

1. Calculating the tax effort ratio for various
sources, including income tax and value-
added tax.

2. Analyzing tax regulations to identify parts of
tax laws where the tax authority is unable to
collect the aforementioned taxes and which
have led to a decrease in the tax effort ratio.

Conclusion, Originality and its Addition to
Knowledge

The most important limitation of this research
was the small number of domestic and foreign
studies on e-commerce taxes, as well as the small
number of specialists and experts in the field of e-
commerce taxes. However, attempts were made to
maintain the validity and reliability of the research.
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