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ABSTRACT
The rise of e-commerce has a high impact and
new questions on taxation policy and administration. Ecommerce makes it easier for business to be conducted
without creating the "permanent establishment using
bricks and mortar" that would otherwise subject a seller to
tax on income. It blurs the distinctions between the sale of
goods, the provision of services and the licensing of
intangible assets, each of which is subject to some form of
taxation. Rapid developments in information technology
have not only had an impact on assessing tax liability and
collecting revenue, but on the State's ability to identify the
growing number of taxable transactions that take place in
cyberspace. This paper explores on E-commerce and some
issues on tax evasion.

I.

INTRODUCTION

E-commerce is a new buzzword in the last
decade and is likely to grow exponentially every year in
a developing country like India. It is expected that ecommerce might have a growth in overall trade market.
According to IAMAI report it is found that 40% of
internet users in India use e-commerce websites to find
the price of product.
Google revealed in the survey that 67 percent of
e-commerce happens on mobile devices and as many as
40% of all Google searches in India are done using
mobile phones.
Further in IAMAI report, it states that 80%
market share of current online commerce industry is
dominated by travel business in which 63% by domestic
air ticket booking and 27% by online Railway ticket, and
remaining 20% share constitutes of non-travel
businesses such as electronic retailing, digital download,
paid content subscription, financial services, online
classifieds, etc. The statistics shown in figure 1 also
reveal that, online travel industry i.e., service sector is
dominating the online e-commerce industry since last 5
years. However, online users in India have exhibited
willingness to make purchases over the internet, which is
evident from the increasing awareness and growth of net
commerce industry.
Electronic retailing is also growing very fast in
India. This year electronics items like mobile phones,
laptops, cameras, home appliances, personal products

like apparels and jewelry and other accessories had a
market share of worth Rs. 2,550 crore, which is expected
to grow by 30% next year.
E-commerce has a variety of impacts on direct
and Indirect taxes imposed in India. Although many
legal or economic analyses of e-commerce taxation have
been published. India faces the difficulty in taxing ecommerce justly and efficiently, but a feasible solution is
to be found which depends on economic conditions,
social and political features.

II.

E-COMMERCE

There are different definition given by different
person or academicians depending on the technology and
working process. General definition in terms of
accounting is that "E-commerce is the process of buying,
selling, or exchanging products, services, or information
via computer networks".
According to the editor-in-chief of International
Journal of Electronic Commerce, Vladimir Zwass,
"Electronic commerce is sharing business information,
maintaining business relationships and conducting
business transactions by means of telecommunications
networks". .
Further Zwass said that electronic commerce
has been re-defined by the dynamics of the Internet and
traditional e-commerce is rapidly moving to the Internet.
With the progress of the e-commerce the term ecommerce includes:
• Electronic trading of physical goods and of
intangibles such as information.
• All the steps involved in trade, such as on-line
marketing, ordering payment and support for
delivery.
• The electronic provision of services such as
after sales support or on-line legal advice.
• Electronic support for collaboration between
companies such as collaborative on-line design
and engineering or virtual business consultancy
teams.
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IV.

Source: Internet
http://www w3c org
Figure 1: E-commerce statistics
The wide range of business activities related to
e-commerce brought a new range of terms and phrases to
describe Internet phenomenon in business sectors. The
words I-commerce, web-commerce, business-commerce
are rarely used due to transactions go through Internet.
The words like Web-Store, Web-mall, Virtual-mall,
cybermall, virtual stores or cyber stores are terms for
new shop or business firms.
The term e-business a analogy of e-commerce is
the conduct of the business on the Internet, not only
buying and selling but also servicing customers and
collaborating with business partners.

III.

IMPACT OF E-COMMERCE IN
AREA OF BUSINESS

E-commerce is new concept which incorporates
all business process, management and policies concept
of traditional business. So of the area where E-commerce
has a strong impact are as follows:
Marketing: - In the past door-to-door marketing, home
parties, catalogues, leaflets, telemarketing, TV, radio and
other forms were used for marketing. Today Internet is a
biggest tool for marketing of products. The
advertisements are posted on the websites, information
and promotional schemes are sent through emails, etc.
Manufacturing: - The production of the company is
now changed from mass production to demand
production. Web based Enterprise Resource Planning
systems (ERP) can be used to forward orders directly to
designers or production floor directly in seconds thus
cutting down or increase in production with immediate
effect.
Management information system: - The information
can be used for analysis, design and implementation of
e-business system in an organization. The system helps
us to integrate the front-end and back-end systems.
Tax and ethics: - The ecommerce supports online
payments of taxes and different legal and ethical issues
such as copyright law, privacy of customer information,
legality of electronic contracts etc.

TAX EVASION

Governments are continuously striving to
reduce the problem of tax evasion because without
taxation survival of any government is at stake.
Therefore, there is a need to properly understand tax
evasion dimensions and develop a sound strategy to
tackle it. This paper aims to explore the possibility of tax
evasion during the transaction through E-commerce.
Tax evasion is not a new phenomenon; it has
been in existence for a long time and still continues to
prevail and impose growing challenges on tax authorities
and governments. Tax evasion is the minimization of
one’s tax liability by way that violates the provisions of
the tax codes. It is therefore observed an offence, and
could lead to the imposition of criminal proceedings
against the offender.
In legal terms there is a clear distinction
between tax evasion and tax avoidance. Tax avoidance
involves every attempt by legal means to use loopholes
in order to minimize ones tax liability. However, from
economic point of view, and focusing on the
consequences of both, in terms of tax collection, evasion
and avoidance are similar even if one is illegal and the
other one is not.

V.

ISSUES IN TAX EVASION

Government of India imposes different taxes on
business house. Value Added Tax is a multi point sales
tax with set off for tax paid on purchases. It is basically a
tax on the value addition on the product. In many aspects
it is equivalent to last point sales tax. It can also be
called as a multi point sales tax levied as a proportion of
Valued Added. The second one is the service tax, which
is imposed on the services or consultancy provided by
the professional. So looking to the figures and the table,
we can conclude that:
1. Vat tax as it is a multipoint tax, as per the
nature of E-business, it directly involves
consumer with business (B2C). Since the
different points are decreased so the tax is
reduced and it result is tax loss of the
Government.
2. Service sector covers approx 80% of the share
of total turnover of E-commerce transactions.
Service sector on recommendation of finance
commission gives some share to the state. But
the services provided by dot com companies
give the whole tax to one state only. So the
other state income is lost due to nature of the
business.
3. The provision of services and the licensing of
intangible assets, each of which is subject to
some form of taxation and other taxes such as
municipal taxes, professional taxes, are too
reduced of the state Government.
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VI.

CONCLUSION AND SUGGESTION

The e-commerce presents both challenges and
huge opportunities for taxation and tax administration.
The tools and techniques of e-commerce that can assist
tax payers in their dealings with e-government should be
designed and developed. At the same time the
Government is working to develop the policy for the
taxation on e-commerce, with business and its
international partners. The Indian Government had
constituted the High Powered Committee (“HPC”) in
December 1999, to examine the position of e-commerce
transactions under existing taxation laws. With a view to
provide a global perspective on the taxation of ecommerce to the Government of India, Mr. Nishith
Desai, the founder member of Nishith Desai Associates
(“NDA"), a legal and tax counselling firm has through
his firm NDA, approached renowned and eminent
experts in the field of international taxation, including
academicians, professionals and industry experts around
the world both from developed and the developing
countries and convened a group called the
“eComTaxpert Group”. The consequences of the tax
evasion increase the black money, give birth to personal
economy, decreases the Government revenue and many
more. Some of the important principles that should be
considered during defining the policies are:
• Neutrality – the taxation of e-commerce should
seek to be technology neutral so that no
particular form of commerce is advantaged or
disadvantaged;
• Certainty and transparency – the rules for the
taxation of e-commerce should be clear and
simple so that businesses can anticipate, so far
as possible, the tax consequences of the
transactions they enter into;
• Effectiveness – the tax rules should not result in
either double or unintentional non-taxation, and
risks from increased evasion and avoidance
should be kept to a minimum. The overriding
aim should be that the right amount of tax is
paid at the right time and in the right country;
and
• Efficiency – the tax rules should be efficient,
keeping the compliance costs of business and
the administration costs of government to the
minimum compatible with effective tax
administration. Measures to counter evasion or
avoidance should be proportionate to the risks
which they seek to address.
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