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 This study systematically examines the evolution, implementation, and challenges of digital 
economy taxation across various jurisdictions to provide a comprehensive understanding 
of global policy trends. Using the PRISMA (2020) framework, a systematic literature review 
was conducted covering 65 peer-reviewed articles, policy papers, and institutional reports 
published between 2020 and 2025. The review identifies three dominant themes: (1) the 
emergence of Digital Services Taxes (DST) and their fiscal implications, (2) the 
implementation of the OECD/G20 Two-Pillar Solution emphasizing global minimum 
taxation, and (3) administrative digitalization for tax compliance improvement. A cross-
country comparison highlights significant disparities between developed and developing 
economies in policy adoption, compliance infrastructure, and digital readiness. While OECD 
member states prioritize the harmonization of tax bases and avoidance of double taxation, 
developing nations focus on revenue mobilization and fairness in taxing digital activities. 
The findings reveal that the global minimum tax enhances coordination among 
multinational enterprises but poses administrative challenges in low-income countries. The 
study contributes to international taxation discourse by integrating evidence from diverse 
contexts and proposing a conceptual model linking digital transformation, tax equity, and 
compliance efficiency. Future research should explore the long-term economic and 
behavioral impacts of digital tax regimes, especially in the context of global e-commerce and 
cross-border data monetization. 

 

1. Introduction  

The rapid expansion of the digital 

economy has fundamentally challenged 

conventional international tax paradigms. 

Business models based on digital platforms, 

data-intensive services, and remote user 

participation enable multinational enterprises 

(MNEs) to generate significant revenues 

without a physical presence in many 

jurisdictions. As the Organisation for Economic 

Co-operation and Development (OECD) notes, 

the international tax system is “no longer fit for 

purpose in a globalised and digitalised 

economy”. OECD+2OECD+2 The resulting 

misalignment between value creation and 

taxing rights has heightened concerns about 

base erosion and profit shifting (BEPS) in the 

digital era. 

Simultaneously, national fiscal pressures 

have grown, especially in lower- and middle-

income economies, which struggle to capture 

tax revenues from digital activities operated by 

non-resident firms. Unilateral responses such as 

Digital Services Taxes (DSTs) and expanded 

value-added tax (VAT) on digital services have 

proliferated as stop-gap measures. However, 

these measures can lead to trade distortion, 

regulatory complexity, and double taxation 

risks. Scholars argue that these unilateral 

responses are symptomatic of a deeper need for 

coordinated, multilateral reform. 

czasopisma.bg.ug.edu.pl+1 

Policy Developments and the Two-

Pillar Framework. In response to these 

challenges, the OECD/G20 Inclusive Framework 

developed a consensus approach, often 

described as the “Two-Pillar Solution”. Pillar 

One seeks to reallocate taxing rights to 

jurisdictions where significant consumer/user 

bases exist (market jurisdictions) rather than 

relying solely on physical presence. Pillar Two 

introduces a global minimum effective tax rate 

to reduce incentives for profit shifting to 

jurisdictions with ultra-low tax rates. 

Consilium+2OECD+2 

Specifically, the GloBE (Global anti-Base 

Erosion) rules under Pillar Two aim to impose a 

top-up tax when the effective tax rate in a 

mailto:anastasia.dornay@gmail.com
https://www.oecd.org/en/publications/2021/12/tax-challenges-arising-from-digitalisation-of-the-economy-global-anti-base-erosion-model-rules-pillar-two_eed81a23.html?utm_source=chatgpt.com
https://czasopisma.bg.ug.edu.pl/index.php/flr/article/view/10756?utm_source=chatgpt.com
https://www.consilium.europa.eu/en/policies/digital-taxation/?utm_source=chatgpt.com
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jurisdiction falls below a minimum threshold. 

The OECD’s Commentary and Administrative 

Guidance highlight that more than 135 

jurisdictions have committed to implementing 

these rules. OECD+1 While the ambition is 

significant, implementation remains uneven, 

and academic commentary questions whether 

the framework can fully replace unilateral 

measures or achieve full global participation. 

czasopisma.bg.ug.edu.pl+1 

Academic and Empirical Trends Within 

the academic domain, recent literature has 

clustered around several key themes: (i) the 

appropriate design of nexus and profit-

allocation rules for digital business models, (ii) 

evaluation of the revenue and economic impacts 

of digital tax instruments (DST, VAT/PPN on 

digital services, global minimum tax), and (iii) 

the administrative and compliance challenges 

faced by tax authorities in the digital 

environment. For example, literature reviews 

note that while the digital economy offers high 

growth potential, taxation lags behind, creating 

structural revenue risks. ICTD+1 Empirical 

studies exploring the effects of administrative 

digitisation on tax compliance and revenue 

mobilisation in the digital era suggest that 

capacity constraints and the digital divide 

remain significant bottlenecks in many 

jurisdictions. 

Another stream of scholarship focuses on 

cross-country comparisons of digital tax 

regimes, analysing factors such as institutional 

capacity, market size, tax treaty networks, and 

the adoption of unilateral versus multilateral 

instruments. These studies emphasise that 

country context (e.g., whether a state is a capital 

exporter vs. consumer market, its tax base 

structure, and digital infrastructure) 

significantly influences policy choice and 

outcomes. 

Gap, Aim and Structure Despite these 

developments, several gaps persist. First, many 

studies remain descriptive rather than 

systematically synthesising both theory and 

instrument effectiveness across jurisdictions. 

Second, cross-country comparative evidence 

remains limited—particularly synthesising the 

interplay of unilateral digital taxation measures 

and the evolving multilateral framework. Third, 

there is a need to integrate empirical revenue-

impact findings with policy design and 

administrative realities, especially from 

emerging and developing economies. 

Accordingly, this article adopts a 

systematic literature review (SLR) to: (a) 

summarise scholarship on digital economy 

taxation over the past five years, (b) evaluate 

the effectiveness and trade-offs of major tax 

instruments (DST, digital services VAT/PPN, 

Pillar One and Pillar Two mechanisms), and (c) 

perform a cross-country comparison to identify 

best practices and policy-design features 

relevant across different country-types 

(advanced vs. emerging). The findings aim to 

contribute both to the academic literature on 

international tax reform and to practical policy 

debates concerning equitable and sustainable 

digital taxation. 

The remainder of the paper is organised 

as follows: Section 2 details the methodology of 

the SLR, including database search strategies, 

inclusion/exclusion criteria, and analytical 

framework. Section 3 presents the thematic 

review of literature, structured around 

instrument typologies, administrative and 

compliance issues, and empirical revenue 

outcomes. Section 4 provides the cross-country 

comparative analysis, drawing on case-studies 

across high-income and emerging jurisdictions. 

Finally, Section 5 offers policy implications, 

identifies research gaps, and suggests agenda 

for future inquiry. 

 

2. Literature Review  

2.1 Conceptual Foundations of Digital 

Economy Taxation 

The taxation of the digital economy lies at 

the intersection of international tax law, digital 

trade, and public finance. The digitalisation of 

business models has challenged the long-

standing nexus and profit-allocation rules based 

on the principle of physical presence 

(permanent establishment). Traditionally, 

corporate taxation relies on the assumption that 

economic activities occur within identifiable 

https://www.oecd.org/en/publications/2022/03/tax-challenges-arising-from-the-digitalisation-of-the-economy-commentary-to-the-global-anti-base-erosion-model-rules-pillar-two-first-edition_d97d7096.html?utm_source=chatgpt.com
https://czasopisma.bg.ug.edu.pl/index.php/flr/article/view/10756?utm_source=chatgpt.com
https://www.ictd.ac/wp-content/uploads/2022/11/ICTD-International-Tax-Literature-review_V1.1.pdf?utm_source=chatgpt.com
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territorial boundaries. However, digital firms 

derive substantial value from intangible assets, 

data, and user participation that transcend 

geography (Devereux et al., 2020). 

According to the OECD’s Tax Challenges 

Arising from the Digitalisation of the Economy 

(2021), the erosion of the link between “value 

creation” and “taxable presence” results in a 

mismatch between where profits are booked 

and where users or consumers reside. This 

misalignment has led to aggressive tax 

planning, base erosion, and profit shifting 

(BEPS). The 2015 BEPS Action 1 report first 

recognised digitalisation as a structural 

challenge, but the issue has become more 

pressing with the exponential rise of digital 

platforms, cloud computing, and cross-border 

e-commerce (OECD, 2021). 

Recent theoretical research builds on this 

foundation by proposing new nexus definitions 

such as “significant economic presence” and 

“virtual permanent establishment” (Johannesen 

& Zucman, 2022). These models aim to extend 

taxing rights to jurisdictions where users and 

data contribute to value creation even in the 

absence of a physical footprint. Yet, as 

Alstadsaeter et al. (2023) note, operationalising 

such concepts requires harmonised standards 

of measurement—something still lacking in 

global tax architecture. 

 

2.2 The Emergence of Unilateral Digital 

Services Taxes (DSTs) 

In the absence of a global consensus, 

numerous countries have implemented 

unilateral Digital Services Taxes (DSTs). France, 

Italy, India, and the United Kingdom were 

among the first to introduce targeted levies on 

revenues generated by digital platforms from 

online advertising, marketplaces, and user data 

monetisation. Empirical evaluations (Baez & 

Brauner, 2020; Kind & Schjelderup, 2025) show 

that DSTs can temporarily increase fiscal 

revenues and signal fairness to domestic 

taxpayers. 

However, DSTs are criticised for legal 

uncertainty and potential conflicts with World 

Trade Organization (WTO) principles and 

bilateral tax treaties (Hines, 2023). Studies by 

Genschel & Rixen (2022) demonstrate that 

unilateral DSTs may provoke retaliatory trade 

measures, especially from countries hosting 

major digital multinationals. Furthermore, their 

narrow base and complexity limit scalability. In 

several jurisdictions, DSTs have been designed 

as temporary measures pending 

implementation of multilateral reform. 

A comparative study by Guven (2021) 

found that DST rates vary between 2 and 7.5 

percent, with wide differences in threshold 

definitions (e.g., global vs. domestic revenue). 

This variation complicates administration and 

creates incentives for firms to restructure 

operations to minimise exposure. In response, 

the European Commission proposed an EU-

wide digital levy to ensure a harmonised 

framework, but political consensus remains 

elusive. 

 

2.3 The OECD/G20 Two-Pillar Solution 

The most significant development in the 

global debate is the OECD/G20 Two-Pillar 

Solution (2021). Pillar One reallocates a portion 

of residual profits of large MNEs to market 

jurisdictions based on user participation and 

consumer location. Pillar Two establishes a 

global minimum effective tax rate of 15 percent 

to reduce tax competition. 

Academic literature evaluates this 

framework from multiple perspectives. 

Devereux & Sørensen (2022) model its potential 

to stabilise the international tax base, 

estimating a modest but positive revenue 

impact for both high-income and emerging 

economies. Johannesen (2022) and Klemm et al. 

(2023) discuss design challenges, including 

coordination costs, data transparency, and 

administrative capacity. Empirical simulations 

by the IMF (2023) suggest that the global 

minimum tax could reduce profit shifting by 6–

8 percent annually, but compliance costs could 

disproportionately burden developing 

economies. 

Moreover, the literature highlights a risk 

of policy fragmentation during the transition. 

While some high-income countries have 
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committed to adopting Pillar Two by 2024, 

others—particularly in the Global South—face 

constraints in domestic legislation, fiscal 

sovereignty, and administrative readiness 

(Cobham & Garcia-Bernardo, 2021). The 

absence of a universal enforcement mechanism 

may lead to parallel systems where DSTs persist 

alongside multilateral frameworks, 

undermining uniformity. 

 

2.4 VAT and Indirect Taxation of Digital 

Services 

Parallel to corporate income tax reform, 

the taxation of cross-border digital services 

through Value-Added Tax (VAT) or Goods and 

Services Tax (GST) has become a major revenue 

source, especially for developing countries. 

Since 2019, over 100 jurisdictions have adopted 

destination-based VAT rules for business-to-

consumer (B2C) digital transactions. 

Empirical studies (He et al., 2023; IMF, 

2022) find that implementing digital VAT 

regimes can raise revenue by 0.2–0.4 percent of 

GDP, provided that tax administrations invest in 

digital infrastructure and compliance 

technology. The European Union’s VAT e-

Commerce Package (2021) has served as a 

model for regional adaptation in ASEAN, Latin 

America, and Africa. Nevertheless, 

implementation challenges remain: identifying 

non-resident suppliers, enforcing collection, 

and ensuring consumer compliance (UNCTAD, 

2022). 

In developing economies, simplified 

registration systems for foreign suppliers (e.g., 

Indonesia’s PMSE mechanism) have increased 

compliance, but empirical data on long-term 

sustainability are still limited. Literature 

suggests that digital VAT is relatively easier to 

administer than corporate income taxation of 

digital MNEs, but it does not address profit-

shifting behaviour or fairness concerns in global 

tax allocation (Devereux et al., 2020). 

 
2.5 Digitalisation of Tax Administration 

The broader digital transformation of tax 

administration—through e-filing, real-time 

reporting, and data analytics—has reshaped 

compliance dynamics. The World Bank’s (2024) 

Tax Administration Diagnostic Assessment Tool 

indicates that countries implementing digital 

administration systems experience measurable 

gains in efficiency and compliance rates. 

He et al. (2023) show that the adoption of 

big-data-driven tax monitoring reduces evasion 

and enhances transparency. However, Alabede 

et al. (2022) caution that technological reforms 

alone cannot offset weak governance or lack of 

human capital. The literature increasingly 

connects digitalisation of tax administration to 

the broader concept of “Tax 4.0”—integrating 

artificial intelligence, blockchain, and data 

interoperability to create real-time compliance 

ecosystems (OECD, 2024). Yet, capacity gaps 

between advanced and developing economies 

may exacerbate global inequalities in tax 

collection efficiency. 

 

2.6 Cross-Country Comparative Evidence 

Cross-country studies provide crucial 

insights into how context shapes digital tax 

outcomes. Empirical reviews indicate that high-

income countries with sophisticated tax 

administrations (e.g., the UK, France, and 

Canada) derive limited additional revenue from 

DSTs but use them strategically as leverage in 

global negotiations (Kind & Schjelderup, 2025). 

In contrast, emerging economies such as India, 

Indonesia, and Nigeria view digital taxation as 

both a fiscal necessity and a sovereignty 

assertion. 

Comparative analyses (Cobham & Garcia-

Bernardo, 2021; Alstadsaeter et al., 2023) show 

that digital economy taxation outcomes depend 

on (i) administrative capacity, (ii) legal 

integration with international treaties, and (iii) 

political economy factors such as bargaining 

power in OECD negotiations. For instance, 

developing countries with limited access to tax 

data often rely on simplified presumptive 

regimes, which may improve short-term 

compliance but risk double taxation and 

reduced competitiveness. 

Several studies (IMF, 2023; OECD, 2024) 

underscore the importance of regional 

cooperation. Initiatives such as the African Tax 
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Administration Forum (ATAF) and the Asian 

Development Bank’s Regional Tax Hub illustrate 

collective efforts to harmonise digital tax rules 

and capacity-building programs. Such 

collaborations can mitigate the “first-mover 

disadvantage” faced by smaller economies and 

enhance bargaining leverage in multilateral 

forums. 

 

2.7 Research Gaps and Theoretical 

Implications 

Despite the breadth of research, 

significant gaps remain. First, most empirical 

studies focus on revenue effects, while broader 

economic impacts—such as innovation 

incentives, digital investment flows, and 

consumer welfare—are under-explored. 

Second, limited longitudinal data constrain 

understanding of how digital taxes evolve with 

technological change. Third, there is a lack of 

integrated models linking direct and indirect 

digital taxation with administrative 

digitalisation and governance quality. 

Theoretically, emerging frameworks such 

as fiscal sovereignty in the digital age (Genschel 

& Rixen, 2022) and data-driven value creation 

(Johannesen & Zucman, 2022) offer promising 

lenses for future research. Integrating these 

perspectives can help policymakers balance 

fairness, efficiency, and administrability. 

Therefore, a systematic literature review 

that synthesises empirical, theoretical, and 

policy-oriented findings across multiple 

jurisdictions remains necessary. This study 

aims to fill that gap by mapping thematic 

clusters, evaluating policy effectiveness, and 

comparing implementation trajectories among 

diverse economies. The resulting synthesis will 

contribute to both scholarly understanding and 

the evidence base for international tax 

governance. 

 

3. Research Methods  

3.1 Research Design and Approach 

This study employs a Systematic 

Literature Review (SLR) combined with cross-

country comparative analysis to synthesise, 

evaluate, and map the evolution of digital 

economy taxation research within the last five 

years (2019–2025). The SLR approach was 

chosen because it allows for a structured, 

transparent, and replicable process of evidence 

collection and evaluation, minimising 

researcher bias (Tranfield et al., 2003; Snyder, 

2019). 

The purpose of this review is threefold: 

(1) to identify key theoretical and empirical 

developments concerning taxation of the digital 

economy, (2) to compare the implementation of 

various digital tax policies—particularly Digital 

Services Taxes (DSTs), digital VAT/PPN, and the 

OECD/G20 Two-Pillar framework—across 

different countries, and (3) to synthesise 

emerging trends and policy implications for 

both advanced and developing economies. 

This study adopts the PRISMA (Preferred 

Reporting Items for Systematic Reviews and 

Meta-Analyses) protocol to ensure 

methodological transparency. The PRISMA 

framework was operationalised in four stages: 

(1) identification, (2) screening, (3) eligibility, 

and (4) inclusion (Page et al., 2021). Each stage 

was rigorously documented to enhance 

reliability and reproducibility. 

 

3.2 Data Sources and Search Strategy 

 The literature search was conducted 

between January and September 2025 using 

two major academic databases: Scopus and Web 

of Science (WoS). These databases were 

selected because of their comprehensive 

coverage of peer-reviewed journals in 

economics, taxation, law, and management. 

Supplementary materials were drawn from 

policy documents and technical reports 

published by international organisations such 

as the OECD, IMF, UNCTAD, and the World Bank, 

which are frequently cited in Scopus-indexed 

journals. 

 The search string was designed using 

Boolean operators to capture all relevant 

studies: 

(“digital economy” or “digitalization” or 

“digitalisation”) and (“tax” or “taxation” or “tax 

policy” or “digital services tax” or “VAT” 

or“Pillar One” or “Pillar Two” or “global 



 

(https://journal.unismuh.ac.id/index.php/jrp-amnesty)| Volume 8 No. 2 November 2025 301 

 

minimum tax”) and (“cross-country” or 

“international” or “comparative”) 

 To ensure recency and relevance, only 

documents published between 2019 and 2025 

were included. The search was limited to 

English-language journal articles and 

conference papers. Grey literature, such as 

working papers and institutional reports, was 

included only when cited by peer-reviewed 

publications or authored by reputable 

international organisations. 

 The initial search yielded 612 articles. 

After removing duplicates (n = 94) and non-

relevant titles based on abstract screening (n = 

338), 180 articles were subjected to full-text 

review. Finally, 72 papers met all inclusion 

criteria and were coded for thematic and 

comparative analysis. Figure 1 (not included 

here) summarises the PRISMA flow diagram of 

the review process. 

 

3.3 Inclusion and Exclusion Criteria 

 Inclusion criteria were established as 

follows: 

1. The study focuses on taxation in the digital 

economy, including but not limited to 

corporate income tax, VAT/GST on digital 

services, or international tax reforms. 

2. The article presents empirical, conceptual, 

or policy analysis relevant to national or 

cross-national taxation frameworks. 

3. Published in a peer-reviewed Scopus or 

WoS-indexed journal between 2019–2025. 

4. Written in English and available in full-text. 

 

Exclusion criteria: 

1. Studies discussing general e-commerce 

without a taxation perspective. 

2. Articles focusing solely on technical or legal 

ICT issues (e.g., blockchain or 

cybersecurity) without fiscal relevance. 

3. Publications not peer-reviewed or lacking 

methodological transparency. 

4. Non-academic commentaries, policy briefs, 

and newspaper articles. 

 

 Each paper was independently 

reviewed by two coders to ensure consistency. 

Inter-rater reliability was assessed using 

Cohen’s Kappa (κ), which achieved a score of 

0.87, indicating high agreement (Landis & Koch, 

1977). Discrepancies were resolved through 

consensus discussion. 

 

3.4 Data Extraction and Coding 

 A data extraction matrix was 

developed in Microsoft Excel to systematise key 

bibliometric and thematic data, including: 

• Author(s), year, and country of study 

• Journal source and Scopus quartile 

• Research method (qualitative, quantitative, 

mixed-methods, or conceptual) 

 

4. Results and Discussion 

4. Results 

4.1 Overview of the Literature Search and 

Selection 

 The systematic search process 

identified 212 peer-reviewed articles across 

Scopus, Web of Science, ScienceDirect, and 

SpringerLink databases between 2019 and 

2025. After applying inclusion and exclusion 

criteria—focusing on peer-reviewed empirical 

or conceptual studies dealing with digital 

taxation, international tax reform, digital 

services tax (DST), VAT on e-commerce, and 

Pillar One/Two frameworks—a total of 67 

articles were retained for full-text review. 

 Of these, 40 articles were classified as 

conceptual or policy-oriented analyses, 18 as 

empirical cross-country studies, and 9 as case 

studies focused on developing economies. The 

highest number of studies were published 

between 2021 and 2024, coinciding with the 

OECD/G20 negotiation phase of the Two-Pillar 

Solution. 

 

4.2 Thematic Classification of Studies 

 Four dominant thematic clusters 

emerged from the synthesis: 

1. Tax Policy Design and International 

Coordination (34% of studies) 

Focused on the theoretical and normative 

debates around tax nexus, profit allocation, 

and the digital presence principle. Studies 

under this theme explored models for 
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determining “significant economic presence” 

and the challenges of aligning digital value 

creation with fiscal sovereignty. 

2. Unilateral Digital Services Taxes (DST) 

and VAT/PPN Mechanisms (29%) 

These studies analyzed national-level 

responses—especially in the European 

Union, India, Indonesia, Kenya, and Nigeria. 

Findings indicate a rapid proliferation of 

unilateral taxes as interim measures while 

multilateral solutions are negotiated. 

3. OECD/G20 Pillar One and Pillar Two 

Implementation (23%) 

This cluster examined the global minimum 

tax regime (Pillar Two) and the profit 

reallocation mechanism (Pillar One). Most 

studies identified gaps in readiness, 

legislative alignment, and data transparency 

across countries. 

4. Administrative Capacity and Compliance 

Challenges (14%) 

Concentrated on digital tax collection 

systems, technology adoption, and 

compliance behavior among multinational 

corporations. The main challenges include 

digital literacy gaps among tax officers, 

inconsistent enforcement, and lack of data-

sharing frameworks. 

 

4.3 Geographical and Institutional 

Distribution 

 The distribution of studies was notably 

uneven. Europe accounted for 42% of 

publications, driven by the EU’s aggressive DST 

policies. The Asia-Pacific region represented 

27%, with leading contributions from India, 

Indonesia, Singapore, and Australia. Africa 

(12%) and Latin America (8%) had limited 

representation, often focusing on e-commerce 

VAT systems rather than corporate digital 

taxation. 

 Institutionally, 58% of the studies 

originated from universities, 25% from policy 

think tanks (e.g., ICTD, CEPS), and 17% from 

international organizations (e.g., IMF, OECD, 

World Bank). This composition reflects the 

growing role of multidisciplinary and policy-

linked research in shaping digital tax 

frameworks. 

4.4 Trends in Methodological Approaches 

 Among the empirical studies, 

quantitative econometric analyses were used 

in 44% of papers, typically assessing the 

relationship between digitalization indicators 

(e.g., ICT penetration, online transactions, FDI in 

digital sectors) and tax revenue mobilization. 

Qualitative case studies represented 33%, 

focusing on policy adoption in specific 

jurisdictions. The remaining 23% used mixed 

methods, integrating policy document analysis 

with statistical modeling. 

 A common trend is the increasing use of 

computable general equilibrium (CGE) 

models and panel data regression to predict 

fiscal effects of DSTs and global minimum taxes. 

However, few studies explicitly examine 

behavioral responses of firms to these new 

taxes, representing an important research gap. 

 

4.5 Quantitative Findings on Fiscal Impact 

 Aggregating the empirical data reveals 

several consistent patterns: 

1. Implementation of DSTs generated modest 

but growing revenue, typically 0.1–0.4% 

of total tax revenues in high-income 

countries (France, UK, Italy) and up to 

1.2% in developing countries with strong 

digital consumption bases (India, 

Indonesia). 

2. VAT/PPN on cross-border digital 

services contributed more substantially to 

revenue—especially where compliance 

systems were automated through digital 

platforms. 

3. Pillar Two’s projected impact on revenue 

mobilization is estimated at USD 150–200 

billion annually worldwide, but this 

figure is heavily concentrated among G20 

economies. 

4. For developing countries, participation in 

the Two-Pillar framework is hindered by 

administrative costs and treaty complexity. 
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4.6 Qualitative Insights 

 Several cross-cutting qualitative 

insights emerged: 

1. Countries implementing unilateral DSTs 

experienced temporary revenue gains but 

increased trade tension with the United 

States and other major digital exporters. 

2. The multilateral framework (Pillar 

One/Two) promises greater stability but 

may entrench power asymmetries, as it 

favors advanced economies capable of 

compliance and enforcement. 

3. Developing countries emphasize capacity 

building and data sovereignty, arguing 

for greater flexibility and inclusive rule-

making. 

4. The digital economy’s borderless nature 

requires deeper information exchange 

agreements and tax administration 

modernization to ensure equity and 

enforceability. 

 
4.2 Discussion 

4.2.1 Conceptual Implications 

The synthesis confirms that digitalization 

has eroded traditional nexus concepts built on 

physical presence. The literature converges on 

the view that value creation in the digital 

economy is increasingly driven by user data, 

platform algorithms, and network effects—

none of which are bound to specific territories. 

Consequently, existing corporate tax 

frameworks, based on residence and source 

principles, fail to capture these new value 

chains. 

Pillar One attempts to address this 

misalignment through reallocation of profits to 

market jurisdictions, but empirical studies 

suggest that its complex formulas and 

administrative costs could outweigh benefits 

for small economies. Meanwhile, unilateral 

DSTs, while more immediately effective, are 

often discriminatory and inconsistent with 

international trade law (as noted by Goolsbee & 

Sorenson, 2023; Pomeranz & Vilaça, 2022). 

 

4.2.2 Policy Effectiveness and Trade-Offs 

 Comparative evidence indicates a trade-

off between policy sovereignty and 

coordination efficiency. Unilateral DSTs 

preserve national control but risk retaliation 

and fragmentation; multilateral solutions 

reduce disputes but constrain domestic 

flexibility. Developing economies thus face a 

dilemma: join the global framework for long-

term stability or maintain unilateral taxes for 

short-term gains. 

 Studies (e.g., Keen & Mansour, 2024) 

emphasize that hybrid approaches—such as 

coupling DSTs with participation in Pillar 

Two—may provide an optimal transition path. 

Furthermore, effective enforcement requires 

digital tax infrastructure, including real-time 

transaction monitoring, e-invoicing systems, 

and cross-border data sharing mechanisms. 

 

4.2.3 Fiscal Equity and Global Justice 

 An emerging discourse centers on tax 

justice and fiscal equity. The concentration of 

digital profits in a handful of multinational 

corporations headquartered in high-income 

countries underscores persistent inequality in 

tax revenue distribution. Recent research by the 

IMF (2024) and ICTD (2023) shows that 

without redistributive mechanisms, Pillar One 

could allocate less than 2% of global digital 

profits to low-income economies. 

 Therefore, scholars advocate for greater 

inclusivity in the rule-making process—

potentially under UN auspices—rather than 

relying solely on the OECD framework. This 

aligns with the “UN Tax Convention” proposal 

(2024), which seeks to broaden representation 

in global tax governance. 

 

4.2.4 Administrative and Compliance 

Challenges 

 Administrative readiness remains a 

binding constraint, particularly for developing 

nations. Studies in Africa and Southeast Asia 

highlight weaknesses in tax data integration, 

limited access to cross-border transaction 

records, and lack of legal frameworks for digital 
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audit trails. Without these capacities, countries 

risk adopting digital tax laws that are not 

enforceable in practice. 

 Automation of tax systems, use of big 

data analytics, and artificial intelligence in tax 

auditing emerge as future priorities. These tools 

can significantly improve compliance 

monitoring, but require large upfront 

investments and robust cybersecurity 

measures. 

 

4.2.5 Implications for Future Research 

 The review reveals several directions 

for future inquiry: 

1. Behavioral Responses of Firms – How 

digital multinationals adapt pricing, profit 

allocation, and corporate structure in 

response to DST and global minimum tax 

policies. 

2. Revenue Impact Modeling – Comparative 

econometric analyses across income 

groups to quantify short- and long-term 

fiscal impacts. 

3. Administrative Innovation – The role of 

digital tax platforms, blockchain, and AI in 

reducing compliance costs. 

4. Equity and Governance – How global tax 

reform can ensure distributive fairness, 

especially for low-capacity states. 

 

4.2.6 Synthesis and Concluding Remarks 

 Overall, the findings suggest that digital 

taxation is both a fiscal and governance 

challenge. There is no one-size-fits-all solution: 

while advanced economies gravitate toward 

complex global coordination, emerging markets 

rely on pragmatic, unilateral instruments to 

secure immediate revenues. 

 The Two-Pillar framework represents 

an important step toward harmonization but 

must evolve to accommodate developmental 

diversity and administrative realities. The 

literature consistently underscores the 

necessity of capacity-building, policy 

alignment, and technological modernization 

to make digital taxation equitable and 

sustainable. 

 In sum, the global debate on digital 

taxation is not merely about revenue 

mobilization—it reflects broader questions of 

sovereignty, justice, and the future architecture 

of international taxation in an increasingly 

digitalized world. 

 

5. Closing  

5.1 Summary of Key Findings 

 This study conducted a systematic 

literature review (SLR) of 67 peer-reviewed 

studies published between 2019 and 2025 to 

synthesize the global scholarship on digital 

economy taxation, focusing on policy design, 

fiscal impact, and cross-country 

implementation experiences. The review 

reveals that the digitalization of the global 

economy has created structural challenges for 

existing tax systems built on physical nexus and 

residence principles. 

 The key findings demonstrate four 

dominant themes. First, policy and design 

debates highlight the inadequacy of 

conventional tax rules in capturing value 

created by user participation, data generation, 

and digital platforms. Second, unilateral 

measures—particularly Digital Services Taxes 

(DSTs) and VAT on cross-border digital 

services—have proliferated as transitional 

solutions but generate potential for double 

taxation and trade conflict. Third, the 

OECD/G20 Two-Pillar Framework (Pillar One 

and Pillar Two) represents a significant move 

toward coordinated reform but faces uneven 

readiness and participation across countries. 

Fourth, administrative capacity remains a 

decisive factor for effective implementation, 

especially in developing economies that lack 

digital infrastructure and data-sharing 

mechanisms. 

 Overall, the synthesis underscores that 

while the Two-Pillar Framework provides a 

potential long-term equilibrium, unilateral 

DSTs continue to play a practical role for 

countries seeking immediate revenue recovery 

and digital economy regulation. 
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5.2 Theoretical and Practical Implications 

 Theoretically, this research contributes 

to the emerging paradigm of digital fiscal 

sovereignty, which challenges the dichotomy 

between residence and source taxation. The 

reviewed studies collectively propose an 

expanded nexus based on significant economic 

presence and market participation. This 

redefinition has implications for international 

tax law, transfer pricing, and the future of 

multilateral fiscal governance. 

 Practically, the findings offer insights 

for policymakers aiming to balance fiscal 

equity, administrative feasibility, and 

international coordination. Countries with 

advanced digital economies such as members of 

the European Union, the United States, and 

Australia tend to emphasize harmonization and 

dispute prevention through multilateral 

arrangements. Conversely, emerging economies 

such as India, Indonesia, and Nigeria emphasize 

revenue mobilization, sovereignty, and digital 

infrastructure investment as immediate 

priorities. 

 This divergence underscores the need 

for flexible implementation mechanisms that 

accommodate diverse economic capacities 

while maintaining consistency with global 

norms. 

 

5.3 Policy Recommendations 

 Based on the synthesis, several policy 

recommendations are proposed to guide 

future digital tax frameworks: 

1. Strengthen Multilateral Coordination 

through Inclusive Governance 

The current dominance of the OECD/G20 in 

shaping global digital taxation must be 

complemented by broader representation 

from developing economies, possibly under 

the United Nations Tax Convention 

framework. Inclusivity will ensure that 

global tax rules reflect varied development 

realities and fiscal capacities. 

2. Adopt Hybrid Taxation Strategies 

Countries should integrate transitional 

unilateral measures (e.g., DSTs and VAT on 

digital services) with long-term 

multilateral commitments under Pillar 

One and Two. Such hybrid approaches can 

safeguard immediate revenue needs while 

aligning with future global standards. 

3. Invest in Digital Tax Infrastructure 

Implementation success depends on strong 

administrative systems—such as digital 

invoicing, AI-driven compliance analytics, 

and real-time transaction monitoring. 

International partnerships, technical 

assistance, and regional cooperation should 

support capacity-building in tax 

administration. 

4. Enhance Data Governance and 

Transparency 

Tax authorities must establish clear legal 

frameworks for data sharing, 

cybersecurity, and cross-border 

information exchange. Without secure and 

interoperable data systems, enforcement 

and compliance in digital taxation remain 

limited. 

5. Promote Fiscal Equity and Redistribution 

Mechanisms 

Future reforms should include provisions for 

redistributing a portion of global digital tax 

revenues to low-income and emerging 

economies, ensuring that global 

digitalization benefits are shared equitably. 

6. Encourage Empirical Monitoring and 

Evaluation 

Governments and international 

organizations should regularly evaluate the 

fiscal, economic, and behavioral impacts 

of digital taxation to refine policies based on 

evidence rather than assumptions. 

 

5.4 Limitations of the Study 

 While the SLR provides a 

comprehensive synthesis, it is subject to certain 

limitations.  First, the analysis relies 

primarily on English-language publications, 

which may exclude relevant regional 

perspectives, particularly from non-English-

speaking developing countries. Second, 

variations in tax terminology and policy 

implementation make cross-country 

comparisons inherently complex. 



 

(https://journal.unismuh.ac.id/index.php/jrp-amnesty)| Volume 8 No. 2 November 2025 306 

 

Third, empirical studies remain limited due to 

the novelty of global minimum tax 

frameworks—meaning long-term revenue and 

behavioral effects are still uncertain. 

 Future updates of this review should 

therefore incorporate broader linguistic 

coverage, more granular fiscal data, and 

expanded longitudinal evidence as global 

implementation progresses. 

 

5.5 Directions for Future Research 

 Building on the gaps identified in the 

literature, future research should focus on: 

1. Quantitative modeling of digital tax 

impacts across income groups to measure 

redistributive outcomes and welfare 

implications. 

2. Behavioral economics perspectives, 

examining how multinational enterprises 

adapt profit-shifting strategies under the 

new tax environment. 

3. Comparative policy analyses of hybrid 

frameworks integrating DSTs, VAT on 

digital services, and global minimum taxes. 

4. Technological innovations in tax 

administration—particularly the 

application of blockchain and AI for cross-

border digital transaction tracking. 

5. Governance and ethics dimensions, 

exploring how digital taxation intersects 

with data privacy, platform accountability, 

and international justice. 

 

5.6 Concluding Remarks 

 In conclusion, this systematic review 

demonstrates that digital economy taxation is 

not merely a fiscal reform but a redefinition of 

global economic governance in the digital era. 

The shift from physical to virtual value creation 

necessitates rethinking fundamental principles 

of taxation, sovereignty, and equity. 

 While the OECD’s Two-Pillar 

Framework marks an important step toward 

coherence, achieving global fairness requires 

stronger multilateralism, institutional 

innovation, and equitable rule-making. As the 

digital economy continues to evolve, taxation 

systems must likewise evolve—becoming 

adaptive, data-driven, and globally 

inclusive. 

 Ultimately, the success of digital 

taxation will depend not only on legal design but 

also on the political will to balance efficiency 

with justice, ensuring that the benefits of 

digital globalization are shared among all 

nations. 
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