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Recent ICT Development 



Significance of ICT Development 

ICT Development 

New Business Model & Arrangements 

Digital Presence 

Borderless Economic & Business 
Transactions 

Big Size of Data 

Business Process 

Joint Facilities 

Transparency 

Broder Scope of Outreach 

Digital Economy 

Cost Efficiency and 

Effectiveness 



 

General Impacts : 

1. Disruption  way of  doing Business 

2. Changing the Mindset 

 

Special Impacts: 

1. E-Commerce 

2. Cross-Border Transaction 

3. Supply Chain Value of  Business 

 

Benefits: 

----------------------- 

1. Cost effective & Efficient 

2. More Convenient 

3. More Flexible 

4. Large Outreach 

5. More Secure 

6. More Simple 

7. More Transparent 

8. More Selective 

 

Problems: 

1. Big Data 

2. Data Safeguard & 

Confidentiality 

3. Technological Obsolence 

4. Huge Initial Investment 

5. National Interest & Resilience 

 

Powerful Tools: 

1. Storage 

2. Organizing & Processing 

3. Analysis 

4. Predictive 

5. Decision Support 

6. Transmission 

7. Connectivity 

8. Monitor 

9. Evaluation 

10. Business intelligence 

11. Descriptive and prescriptive 

 

Technology 



Industry Revolution 

1.0: 
- began in the 18th century through the use of steam power and mechanisation of production 
- the use of steam power for industrial purposes was the greatest breakthrough for increasing human productivity 
- brought about further massive changes because humans and goods could move great distances in fewer hours 
2.0: 
- began in the 19th century through the discovery of electricity and assembly line production 
- Henry Ford (1863–1947) carried over the idea of mass production from a slaughterhouse in Chicago into automobile production 
- now the vehicles were produced in partial steps on the conveyor belt—significantly faster and at lower cost 
3.0: 
- began in the ’70s in the 20th century through partial automation using memory-programmable controls and computers 
- using these technologies, we are now able to automate an entire production process—without human assistance 
- known examples of this are robots that perform programmed sequences without human intervention 
4.0: 
- we are currently implementing the Fourth Industrial Revolution.  
- this is characterised by the application of information and communication technologies to industry  
- production systems that already have computer technology are expanded by a network connection 
- the networking of all systems leads to production network is nearly autonomous 

 
 

Source: https://www.desouttertools.com/industry-4-0/news/503/industrial-revolution-from-industry-1-0-to-industry-4-0 
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Impact of ICT on Tax Administration 
and Policy 



Challenges of ICT Development for Tax Authority 

Better Tax 
Administration 

Taxation Policy 
on Digital 
Economy 

ICT 
Development 

Data Safeguard 
and 

Confidentiality 



  

Better Revenue 
Administration 

Business Process 

Compliance Risk 
Management 

Big Data Management 

Taxpayers 

Financial 
Institutions 

Third Parties 

Competent 
Authorities 

Smart Portal Solution 
& Natural System 

Increase in Tax 

Compliance 

Cost Efficiency and 

Effectiveness 



Big Data Application in Taxation 

Big Data Database 

Financial 

Institutions 

Other Sources: Tax 

Returns, Journals, 

Newspapers, etc 
Social Media 

Taxpayer Profile Taxpayer Capacity 

Taxpayer Compliance 

Tax Revenue 



Data Safeguard and Confidentiality 

Information 

Security 

Management 

Monitoring and 

Enforcement 

Legal Framework 



  

Value-Added Tax 

Equalization Levy 

Diverted Profit Tax 

Bit Tax or Bandwidth Tax 

Others 

Taxation 

Policy on 

Digital 

Economy 

Fair Share of 

Taxing 

Rights 

Aggresive 

Tax Planning 



Recent Updates on Taxation of the 
Digital Economy 



Three Characteristics of Highly Digitalised Business Models: 
 

Source: Ernst & Young (2018) 



TIMELINE 

July 
2013 

Oct 
2015 

March 
2018 

July 
2018 

2020 

OECD Action 
Plan on BEPS 

Interim Report 
(Action 1) 

TFDE Meeting 
BEPS Action 1  
Report 

Final Report 
(Action 1) 



ISSUES ON  
DIGITAL ECONOMY TAXATION 

1. NEXUS 

• Where tax should be paid? 

• Significant digital presence, where value is 
created without any physical presence 

2. PROFIT ATTRIBUTION 

• How much does the tax liable? 

• Allocation of taxing rights 



TFDE MEETING PROPOSALS 

“The User 
Participation” 

Approach 

“The 
Marketing 

Intangibles” 
Approach 

Global Anti-
base Erosion 

Proposal 

Global Anti-
base Erosion 

Proposal 

VALUE CREATION ON DIGITAL ECONOMY UNRESOLVED BEPS ISSUES 



THE UNITED KINDOM  
“The User Participation” Approach 

Policy 
Rationale 

the sustained engagement and active participation of users is a critical 
component of value creation for certain highly digitalised businesses  

Social media platforms, search engines, and online marketplaces 

Mechanics An amount of profit be allocated to jurisdictions in which those 
businesses’ active and participatory user bases are located 

Calculated through a non-routine or residual profit split 

approach 

Other 
countries 
comments 

Conversion methodology as another possible approach of measuring 
the attributable profit 

Developing clear boundaries (threshold) that would exclude business 
that do not rely on user participation to make profit 



THE UNITED STATES  
“The Marketing Intangibles” Approach 

Policy 
Rationale 

Sees an intrinsic functional link between marketing intangibles and the 
market jurisdiction  

Three key fact patterns: does not have a taxable presence, or has a local 
presence but operates as an LRD, or consumer product business not 
traditionally thought of as a highly-digitalized business, operating either 
remotely or through an LRD structure 

Mechanics Modify current profit allocation and nexus rules to require that the non-
routine or residual income of the MNE group attributable to marketing 
intangibles and their attendant risks be allocated to the market jurisdiction 

Determine marketing intangibles whether allocated under the current rules of 
the TPG or to the market jurisdiction. Then calculated under a revised residual 
profit split analysis 

Other 
countries 
comments 

New approach should take into account the conclusions of recent work on the 
contribution made by DEMPE functions (Actions 8-10)  

The existing guidance on the remuneration of distribution activities, and 
should remain consistent with the existing tax framework including the arm’s 
length principle 



FRANCE AND GERMANY 
Global Anti-Base Erosion Proposal 

Background The proposal recognises that there is a risk of un-coordinated unilateral action, in the 
absence of multilateral action  

Therefore, a multilateral framework to achieve a balanced outcome which makes 
business location decisions less sensitive to tax considerations, limit compliance and 
administration costs and avoid double taxation 

Two inter-
related 
rules as 
solution 

Income inclusion rule as a minimum tax by requiring a shareholder in a corporation to 
bring into account a proportionate share of the income of that corporation if that 
income was not subject to tax at a minimum rate (supplement the CFC rules) 

Tax on base eroding payments which include an undertaxed payments rule that 
would deny a deduction for a payment to a related party if that payment was not 
subject to tax at a minimum rate and a subject to tax rule in tax treaties that would 
only grant certain treaty benefits if the item of income is sufficiently taxed in the other 
state. (Art 7, 9, 10, 11-13, and 21)  

Other 
countries 
comments 

Need a further work to clarify the kinds of entities, arrangements and behaviours that 
are within the intended scope of the global anti-base erosion proposal 

Considering safe-harbours and thresholds that would reduce complexity in the 
application of the rule  

Co-ordinating outcomes and the possibility of incorporating dispute prevention and 
resolution components  



Taxation of the Digital Economy in 
Indonesia 
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Source: Number of mobile-cellular subscriptions: https://www.itu.int/en/ITU-D/Statistics/Pages/stat/default.aspx; 
            Number of internet users: https://www.internetworldstats.com/top20.htm 
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TYPE OF E-COMMERCE 



  
Business-to-Business (B2B) 

Business-to-Customer (B2C) 

Customer-to-Customer (C2C) 

Customer-to-Business (C2B) 

Business-to-Administration (B2A) 

Customer-to-Administration (C2A) 

6 
Basic Types 

of 

e-Commerce 



  

Administration 

Business Customer 

B2C 

C2B 

B2A C2A 

C2C B2B 



LEGAL BASE 



  
1. Law No. 7 of 2014 concerning Commerce 

 

2. Circular of Minister of Communication and 

Information No. 3 of 2016 concerning Over-the-

Top Service 

 

3. Circular of Director General of Taxes No. SE-

62/PJ/2013 concerning Explanation for Tax 

Provisions on e-Commerce Transactions 

 

4. Ministry of Finance Regulation No. 

35/PMK.03/2019 concerning Determination of 

Permanent Establishment 

 

 



Circular of Director General of Taxes No. SE-62/PJ/2013 

Explanation for Tax Provisions on e-Commerce Transactions 

 

4 e-Commerce Transaction Models 

ONLINE MARKETPLACE CLASSIFIED ADS 

DAILY DEALS ONLINE RETAIL 



Online Marketplace 

 

Activity of providing business space in the form of an Online Shop in Online Mal for 

Online Marketplace Merchants who want to sell their goods and/or service. Some 

Online Marketplace also act as payment intermediary. 

Online Marketplace Provider 
having an Online Shop 

Online Marketplace Merchant 

sells products through orders products through 

Fees 

Payment 

Online shopper 

Payment forwarded 



Classified Ads 

 

Activity of providing space and/or time for displaying advertisements from Advertiser to 

Users through a website provided by Classified Ads Provider. 

Advertiser 

puts ads through looks for ads through 

User 

Classified Ads Provider having 
an Classified Ads website 

Fees 



Daily Deals 

 

Activity of providing business space in the form of Daily Deals website for Daily Deals 

Merchants who want to sell their goods and/or service using voucher as payment 

method. 

Daily Deals Merchant 

Payment for products bought 

Online shopper 

Payment forwarded 

orders products through sells products through 

Fees 

buys voucher 

Daily Deals Provider 



Online Retail 

 

Activity of selling goods and/or service by Online Retailer to Buyer using an Online 

Retail website. 

sells products through orders products through 

Payment 

Online shopper 
Retail shop as Online 

Retailer having a website 
to sell its products. 

owned by 



TAX TREATY 



Business Profit 

No PE TAX 

Dependent agent Subs as PE 

Tax Treaty 

Art. 7 P3B 

Resident country 

market country 

Fixed Place 

Is there a 
PE? 



Fixed Place 

Warehouse Office Server 
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Ministry of Finance of the Republic of Indonesia 

Directorate General of Taxes 
 


