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ABSTRACT

Since the end of last century, digital economy, a new product of information and
communication technology innovation, has infiltrated into various industries, promoted
the innovation of business model and the revolution of enterprise architecture,
facilitated to increase the scale and form of cross-border transactions, accelerated
economic globalization, and developed into a new engine of global economic growth.
In the meanwhile, the digital economy featured virtuality, mobility, data dependency
and network externality has seriously impacted the international tax system which has
run for nearly a century based on traditional economy, including determination of tax
jurisdiction, application of principles of permanent establishment, determination of
income, confirmation of tax base, management of indirect tax, execution of tax
collection procedures and other levels involved in international tax management.

Confronted with tax challenges from digital economy, international organizations
represented by the Organization for Economic Cooperation and Development (OECD),
developed countries represented by America and some developing countries actively
tried and explored, established a batch of theoretical achievements and accumulated
precious practical experience. On account of differences in national conditions and
standpoints, the international community has not reached an agreement on the concrete
proposal for modifying international tax rules.

As the second economiic entity and one of the biggest consuming country of digital
products, China is going through the historical turning point of economic transition and
industrial structure upgrading. Digital economy not only creates severe challenges for
international tax management in China, but also provides new opportunities for us to
strive for the initiative to develop new international tax rules.

In order to provide references for tax issues of cross-border transactions under
digital economy, this paper elaborates tax challenges faced by cross-border transactions
of digital economy, and contrastively analyzes theories and practices all countries in
recent years from the point of the analysis of definitions, characteristics and typical
business models of digital economy. Moreover, the author proposes countermeasures
and suggestions about perfecting international tax laws systems, strengthening
multilateral coordination and cooperation and participating in establishment of
international tax rules combined with China’s national conditions and exploration of
applicable contents.

Key words: Digital Economy; Cross-border Transactions; International Taxation
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