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Consumption Taxes in Transactions Involving Digital Products
— Present Situation and Issues with Tax System in Japan —

HOSOKI Hirokazu

Abstract

Since transactions involving digital products are borderless in nature, a new problem
has recently arisen, to which the consumption tax system based on conventional business
transactions cannot fully respond.

This research reviews the method of consumption tax collection that handles transnational
transactions involving digital products in Japan.

The conclusion is that tax collection from transnational B-to-C transactions under the current
method is difficult, since such transactions involve complex taxation methods involving more
than one country. In addition, the market size of B-to-C transactions is limited and has no
significant impact on tax revenues at the present stage.

However, in view of the significant progress of the B-to-C transaction market, this may
create serious economic irrationality in the future, leading to major international taxation
issues.

Therefore, it is necessary that Japan keep in step with global deals discussed in the OECD

and take measures to maintain consistency in all situations.
Keywords

Digital Products, Consumption Tax, Cross-Border Transactions, Business to Consumer, Japan,

Organization for Economic Co-operation and Development
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