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Abstract:  

This article offers a comprehensive overview of the impact of e-commerce on tax evasion, 

exploring the contributing factors in the digital realm and the resulting implications for tax 

authorities and governments. Where, With the rise of e-commerce, commercial transactions have 

undergone a significant paradigm shift, presenting challenges in ensuring tax compliance and 

enforcement. The article delves into the factors that contribute to tax evasion in the online space 

and highlights the complexities faced by tax authorities. By understanding these challenges, 

policymakers and tax authorities can develop effective strategies to address tax evasion in the ever-

evolving landscape of e-commerce. 

Keywords: tax evasion, ecommerce, commercial transaction. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

                                                           

 Corresponding author 

https://www.univ-alger3.dz/en/?page_id=459
https://www.univ-alger3.dz/en/?page_id=459


Rimouche kaoutar  The Effect of E-commerce on Tax Evasion: A Brief Overview 

 

114         Maalim Revue of  Media and Communication Studies | Volume 07 | Issue 01 | June 2025 
 

 

1. INTRODUCTION   

E-commerce has transformed the way people do business, making transactions faster, 

easier, and more global than ever before. By removing traditional barriers, online 

platforms allow businesses to reach customers worldwide with just a few clicks. While 

this has fueled economic growth and convenience, it has also raised serious concerns 

about tax evasion. Because digital transactions can be anonymous, cross-border, and 

difficult to track, many businesses and individuals—intentionally or not—find ways to 

avoid paying taxes. 

One major challenge is that many online businesses lack a physical presence in the 

countries where they sell their products, making it harder for governments to enforce tax 

laws. Without a clear location to regulate, tax authorities struggle to track taxable 

activities and ensure compliance. Additionally, varying tax regulations across different 

jurisdictions create loopholes, which can be exploited for tax evasion. 

The nature of digital goods and services, such as software and streaming platforms, adds 

another layer of complexity. Their intangible nature makes it difficult to determine tax 

liabilities and ensure proper tax collection. Furthermore, the rise of cryptocurrencies and 

anonymous payment methods reduces transparency, making it even more challenging for 

authorities to monitor and regulate online transactions. 

For governments, tax evasion in e-commerce represents a significant problem. When 

businesses do not pay their fair share of taxes, public services suffer, and honest 

taxpayers bear the burden. In response, tax authorities are working to update tax laws, 

improve tracking systems, and strengthen international cooperation to close existing 

loopholes. 

Understanding the relationship between e-commerce and tax evasion is essential for 

maintaining a fair tax system. As digital transactions continue to grow, governments must 

adapt to ensure that tax policies remain effective, transparent, and suited to the evolving 

digital economy. 

The purpose of this paper is to explore the relationship between e-commerce and tax 

evasion by examining the key factors that contribute to tax non-compliance in the digital 

economy. To achieve this, the paper is divided into three main sections. The first section 

provides an overview of tax evasion, discussing its definition, causes, and deference 

between tax evasion and tax avoidance. The second section focuses on e-commerce, 

highlighting its definition, key kspects, and its impact on global trade. Finally, the third 

section analyzes how e-commerce influences tax evasion, emphasizing the challenges 

faced by tax authorities and potential strategies to enhance tax compliance in the digital 

era. Through this analysis, the paper aims to contribute to a better understanding of the 

tax implications of e-commerce and the need for effective regulatory measures. 

 

I. Tax evasion  

1. Tax evasion definition  

     As defined by scholars,  is an enduring issue plaguing numerous developed and 

developing nations (Sidani, Ghanem, & Rawwas, 2014)
.
 It entails deliberate and unlawful 

tactics employed by businesses with the aim of minimizing their tax liabilities and 
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responsibilities (Richardson, 2008)
.
 These illicit practices encompass concealing wealth, 

income, or sales figures, inflating deductions and exemptions, and neglecting to disclose 

financial assets (Benkraiem, Uyar, Kilic, & Schneider, 2021). Despite efforts to combat 

tax evasion, it remains a pervasive challenge with significant implications for 

governments and economies worldwide. 

2. Deference between tax evasion and tax avoidance 

    The distinction between tax evasion and tax avoidance is crucial in understanding the 

different behaviors and legal implications associated with them. Tax evasion is 

characterized by intentional and illegal actions that directly violate tax laws, enabling 

individuals or businesses to evade their tax obligations.This includes activities like 

deliberately underreporting income and inflating tax deductions in order to avoid paying 

the full amount of taxes owed (Abdixhiku, Krasniqi, Pugh, & Hashi, 2017). 

On the other hand, tax avoidance refers to the legitimate actions taken by taxpayers to 

reduce their tax liability within the boundaries of the law). Taxpayers engaging in tax 

avoidance utilize legal means, such as tax planning strategies and taking advantage of 

available deductions and exemptions, to minimize their tax burdens, While these 

practices may adhere to the technicalities of tax legislation, they often push the 

boundaries of the law’s intention (Siglé et al., 2018). 

In summary, tax evasion involves intentional and illegal actions to evade taxes, while tax 

avoidance refers to the legal actions taken to minimize tax liabilities. The line between 

the two can sometimes be blurred, as tax avoidance practices may be seen as pushing the 

limits of what is considered ethical or within the spirit of the law. Understanding this 

distinction is crucial for policymakers and tax authorities in their efforts to combat tax 

evasion and ensure a fair and effective tax system. 

3. Determinants of tax evasion 

    Tax evasion, a longstanding issue with severe global implications, has gained 

significant research attention in the past four decades. Its detrimental effects extend 

across multiple sectors and have an adverse impact on economies at large. Previous 

studies have identified several key determinants of tax evasion. Economic factors play a 

crucial role, including the tax burden imposed on individuals, income levels, the source 

of income, and tax rates (Alm, Jackson, & McKee, 1992). Administrative factors, such as 

the frequency of tax audits, the effectiveness of the tax system, and the severity of 

penalties, also contribute to the prevalence of tax evasion (Slemrod & Yitzhaki, 2002). 

Demographic factors significantly shape tax evasion patterns, with gender, age, and 

educational attainment playing crucial roles in determining compliance behavior. 

Research suggests that men and younger individuals are more likely to engage in tax 

evasion than women and older taxpayers, who often exhibit higher levels of tax 

compliance. Additionally, higher educational attainment has been associated with both 

increased awareness of tax regulations and, paradoxically, greater opportunities for tax 

avoidance through strategic financial planning (Blaufus, Bob, & Otto, 2014). 

Beyond demographics, social factors such as marital status and involvement in public 

service also contribute to tax evasion tendencies. Married individuals tend to exhibit 

higher tax compliance, possibly due to increased financial stability and a stronger sense 
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of responsibility toward societal obligations. Similarly, individuals engaged in public 

service or government-related work often demonstrate greater adherence to tax 

regulations, as they are more directly exposed to the implications of tax-funded services 

and legal enforcement (Feld & Frey, 2007). 

Moreover, behavioral aspects, particularly tax mentality and tax morale, play a pivotal 

role in shaping individuals’ compliance decisions. Tax mentality refers to an individual's 

perception of taxation, including whether they view taxes as a fair obligation or an undue 

burden. High tax morale—driven by trust in government institutions, perceived fairness 

of the tax system, and personal ethical standards—encourages voluntary tax compliance. 

Conversely, low tax morale can lead to higher rates of evasion, particularly in societies 

where corruption and inefficiencies diminish confidence in tax authorities. Understanding 

these interrelated demographic, social, and behavioral factors is crucial for designing 

effective tax policies and fostering a culture of compliance (Kirchler et al., 2008). 

 

     Understanding these determinants is crucial for policymakers and tax authorities to 

devise effective strategies to combat tax evasion. By addressing economic, 

administrative, demographic, social, and behavioral factors, governments can develop 

comprehensive measures to promote tax compliance and ensure the integrity of their tax 

systems. 

 

II. Ecommerce  

1. Definition  

   E-commerce, short for electronic commerce, refers to the buying and selling of goods 

and services over the internet. It encompasses a wide range of digital transactions, 

including online retail, digital payments, and mobile commerce, enabling businesses and 

consumers to engage in seamless, borderless trade. With its rapid growth, e-commerce 

has revolutionized traditional business models, offering greater convenience, efficiency, 

and accessibility while reshaping global markets and consumer behavior. 

 

2. E-commerce key aspects 

 

      Understanding these aspects of e-commerce will give you insights into the 

fundamental principles, opportunities, and challenges associated with conducting 

business in the digital marketplace 

 

 Online Shopping : Online shopping refers to the act of purchasing goods or services 

through the internet from various e-commerce platforms, websites, or online retailers. It 

allows consumers to browse and select products, make purchases, and arrange for 

delivery or shipping, all without the need for physical presence in a brick-and-mortar 

store (Merriam-Webster, n.d.). 
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 Digital Payments : E-commerce relies on secure online payment systems that enable 

consumers to make transactions electronically. This includes credit and debit cards, 

digital wallets, and other forms of online payment methods (Tutorials Point, n.d.). 

 

 Mobile Commerce : With the increasing use of smartphones, mobile commerce (m-

commerce) has gained popularity. It refers to the buying and selling of goods and 

services using mobile devices, such as smartphones and tablets.  

 

 Logistics and Fulfillment : E-commerce involves efficient supply chain management, 

including inventory management, order processing, packaging, and shipping. It relies on 

reliable logistics networks to deliver products to customers (Merriam-Webster, n.d.). 

 

 Security and Trust : E-commerce platforms prioritize the security of transactions and 

customer data. They employ encryption technologies, secure payment gateways, and 

robust privacy policies to ensure the protection of sensitive information(Purchase 

Commerce, n.d.). 

 

 Personalization and Customer Experience : E-commerce utilizes data analytics and 

personalized recommendations to enhance the shopping experience. It enables 

businesses to tailor offerings to individual customers, leading to increased customer 

satisfaction and loyalty (Edwards & Edwards, n.d.). 

 

 Global Reach : E-commerce enables businesses to transcend geographical boundaries 

and reach customers worldwide. It provides opportunities for international trade and 

expansion into new markets (The Economic Times, n.d.). 

 

 Entrepreneurship and Small Business Growth : E-commerce has lowered barriers to 

entry, allowing entrepreneurs and small businesses to start and operate online 

businesses with lower costs compared to traditional brick-and-mortar stores. It has 

created a platform for innovative startups and independent sellers. (Nolan, 2022). 

 

 Future Trends : E-commerce continues to evolve with advancements in technology. 

Trends such as AI-powered chatbots, voice commerce, virtual reality, and augmented 

reality are shaping the future of e-commerce, providing immersive and personalized 

shopping experiences (Harvard Business Review, 2021). 

 

 

3. E-Commerce and Its Global Impact 

   E-commerce has significantly reshaped global trade, taxation, and economic policies, 

creating both opportunities and challenges for businesses and governments worldwide. 

The digital nature of e-commerce facilitates seamless cross-border transactions, allowing 

businesses of all sizes to expand their market reach beyond national borders. This global 

integration contributes to economic growth by increasing trade efficiency, enhancing 
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consumer choice, and supporting entrepreneurship, especially in developing countries 

where traditional trade barriers are high (World Trade Organization [WTO], 2020). 

However, the international nature of e-commerce also presents substantial challenges for 

tax compliance and enforcement. The absence of physical presence requirements in 

digital business models complicates tax collection, as companies can operate in multiple 

jurisdictions while paying minimal or no taxes in certain regions (Organisation for 

Economic Co-operation and Development. (Organisation for Economic Co-operation and 

Development [OECD], 2019) Additionally, the rise of digital goods and services, 

including software, streaming platforms, and cloud-based services, makes it difficult to 

determine tax liabilities and enforce proper collection (United Nations Conference on 

Trade and Development (United Nations Conference on Trade and Development 

[UNCTAD], 2021). 

The use of cryptocurrencies and anonymous payment methods further exacerbates the 

issue by reducing transaction transparency, making it harder for tax authorities to track 

taxable income (International Monetary Fund [IMF], 2021). 

To address these challenges, governments and international organizations are 

implementing reforms aimed at improving global tax cooperation. Efforts such as the 

OECD’s Base Erosion and Profit Shifting (BEPS) framework and digital tax policies in 

the European Union seek to close loopholes and ensure fair taxation of digital 

transactions (Argilés-Bosch, Somoza, & Ravenda, 2020). E-commerce platforms are also 

being encouraged to collaborate with tax authorities to enhance compliance, increase 

transparency, and educate sellers about their tax obligations (Zysman & Kenney, 2017). 

As e-commerce continues to evolve, adapting tax policies to the digital economy remains 

crucial for maintaining fair and effective tax systems worldwide. 

However, the global expansion of e-commerce comes with challenges. Taxation, 

cybersecurity, and regulatory differences between countries create complexities for 

businesses and governments alike. Issues such as tax evasion, data privacy, and digital 

fraud require stronger international cooperation and regulatory frameworks to ensure fair 

and secure online trade. 

Despite these challenges, e-commerce continues to shape the global economy, driving 

economic integration and transforming the way businesses and consumers interact. As 

technology advances, its impact will only grow, further connecting markets and reshaping 

international commerce. 

 

III. Ecommerce and tax evasion 

The emergence of e-commerce has transformed the manner in which enterprises and 

individuals participate in commercial transactions. With the ease, worldwide 

accessibility, and growing appeal of online platforms, e-commerce has emerged as a 

substantial driver of the global economy. However, this digital environment has also 

presented difficulties in terms of taxation. Tax evasion, the illicit act of purposefully 

evading or underpaying taxes owed to the government, remains a persistent problem in 

numerous nations. This article delves into the intricate connection between tax evasion 
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and e-commerce, shedding light on the elements that contribute to tax evasion in online 

transactions and the measures implemented to tackle this issue. 

 

1. Factors Contributing to Tax Evasion in E-commerce: (UNI Global Union, 

n.d.) 

a) Cross-Border Transactions: E-commerce facilitates transactions that transcend national 

borders, creating a complex landscape of tax regulations and loopholes that can be 

exploited for tax evasion. Varied tax jurisdictions, differing regulations, and challenges in 

international cooperation all contribute to the potential for individuals and businesses to 

evade their tax obligations. 

b) Digital Goods and Services: The sale of intangible digital goods and services, such as 

software, e-books, music, and streaming platforms, presents unique challenges for tax 

authorities. Determining tax liabilities and enforcing tax collection become difficult due 

to the intangible nature of these products. 

c) Complex Supply Chains: E-commerce has enabled intricate supply chains involving 

multiple parties, including suppliers, intermediaries, and online marketplaces. These 

complex networks can be exploited to manipulate transactions, underreport income, and 

evade tax obligations. 

d) Anonymous Transactions: Some e-commerce platforms allow for anonymous 

transactions or the use of cryptocurrencies, which can facilitate tax evasion by enabling 

individuals to conceal their identities and income. 

 

2. Addressing Tax Evasion in E-commerce: (Argilés-Bosch et al., 2020) 

a) International Cooperation: Governments worldwide recognize the need for increased 

international cooperation to combat tax evasion in the digital realm. Collaborative efforts 

are underway to establish common standards, exchange information, and enhance cross-

border enforcement to ensure fair taxation. 

b) Legislative Reforms: Governments are introducing or revising tax laws to adapt to the 

evolving nature of e-commerce. Measures are being taken to close legal loopholes, 

expand the tax base, and establish clear guidelines for taxing digital goods and services. 

c) Collaboration with E-commerce Platforms: Governments are engaging with e-

commerce platforms to encourage tax compliance among sellers. Cooperation between 

tax authorities and these platforms can help enforce tax regulations, facilitate information 

sharing, and provide education to sellers regarding their tax obligations. 

d) Public Awareness and Education: Increasing public awareness about the significance 

of tax compliance in e-commerce is vital. Governments are launching campaigns to 

educate consumers and businesses about their tax responsibilities, the consequences of 

tax evasion, and the advantages of a fair and transparent tax system. 
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Discussion  

    The rapid expansion of e-commerce has reshaped the global economy, but it has also 

created significant challenges for tax compliance and enforcement. The borderless nature 

of online transactions makes it difficult for tax authorities to track and regulate income, 

leading to an increase in tax evasion opportunities. Many online businesses operate 

without a clear physical presence in a single country, allowing them to take advantage of 

discrepancies between national tax laws. Furthermore, the complexity of digital supply 

chains and the ease of conducting transactions across multiple jurisdictions create 

loopholes that businesses and individuals can exploit to minimize or entirely evade their 

tax obligations. 

Beyond jurisdictional challenges, the nature of digital goods and services contributes to 

the difficulty of tax enforcement. Unlike physical products, digital goods—such as 

software, e-books, and streaming services—do not require traditional distribution 

channels, making it harder to determine the appropriate tax jurisdiction and enforce tax 

collection. The rise of anonymous transactions and cryptocurrencies further complicates 

the issue by enabling individuals to conduct business outside the reach of traditional 

banking and tax systems. As a result, governments are facing increasing difficulties in 

ensuring that all taxable transactions are properly recorded and reported. 

To counteract these issues, governments and tax authorities are developing more 

sophisticated strategies to regulate and monitor e-commerce transactions. Efforts such as 

international cooperation, digital tax reforms, and closer collaboration with e-commerce 

platforms aim to enhance transparency and close tax loopholes. Many countries are 

introducing digital services taxes and stricter reporting requirements for online businesses 

to ensure fair tax contributions. However, as technology continues to evolve, tax 

authorities must continuously adapt their methods to effectively address emerging risks 

and maintain a balanced tax system in the digital economy. 

 

Conclusion  

ax evasion in e-commerce presents significant challenges for governments striving to 

maintain a fair and efficient tax system. The digital nature of online transactions, 

characterized by cross-border operations, the absence of physical presence, and complex 

supply chains, creates loopholes that facilitate tax evasion. These challenges threaten 

public revenues, distort market competition, and undermine trust in the tax system. 

To address these issues, governments and international organizations are implementing a 

range of strategic measures. Strengthened international cooperation enables better tax 

regulation across borders, while legislative reforms help close loopholes and adapt 

existing tax policies to the digital economy. Technological advancements, such as AI-

driven tax monitoring systems and blockchain-based transaction tracking, enhance 

transparency and enforcement. Additionally, partnerships between tax authorities and e-

commerce platforms improve compliance by ensuring that sellers adhere to tax 

obligations. Public awareness initiatives further reinforce the importance of tax 

compliance, fostering a culture of accountability in the digital marketplace. 
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By implementing these measures, governments can establish a more transparent and 

equitable tax system that balances economic growth with tax compliance. Ensuring fair 

taxation in e-commerce not only secures public revenue for essential services but also 

promotes a competitive business environment and strengthens trust in the digital 

economy. As e-commerce continues to evolve, continuous adaptation and innovation in 

tax policies will be crucial to addressing emerging challenges and maintaining a 

sustainable and just taxation framework..  
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