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Abstract: The rapid expansion of digital commerce has transformed international trade and created
significant challenges for tax authorities in monitoring and collecting taxes from cross-border
transactions. In response, Indonesia implemented an 11% Value Added Tax (VAT) on electronic
commerce transactions through Electronic Commerce Systems (PMSE) to improve tax compliance,
increase state revenue, and establish competitive neutrality between domestic and foreign sellers. This
study examines the impact of VAT implementation on cross-border e-commerce transactions using the
Etsy platform as a case study. A quantitative case study approach was employed, utilizing secondary
data collected from the Directorate General of Taxes (DGT), Statistics Indonesia (BPS), Bank Indonesia
(Bl), OECD reports, the SEA e-Conomy Report, and publicly available Etsy platform documentation.
Data were analyzed using descriptive and comparative approaches to evaluate changes in tax revenue,
transaction volume, seller competitiveness, and administrative efficiency. The findings indicate that
PMSE VAT revenue increased significantly from IDR 3.8 trillion in 2020 to IDR 10.5 trillion in 2022,
reflecting a 176% increase within two years. Platform-based VAT collection achieved an estimated
compliance rate of 95%, substantially outperforming conventional tax collection systems. However, VAT
implementation was associated with a decline in Etsy transaction volume of approximately 15% and
increased operational costs for sellers, reducing profit margins and affecting the competitiveness of
micro, small, and medium enterprises (MSMEs). The study also reveals that VAT implementation
successfully eliminated the price advantage previously enjoyed by imported products, thereby promoting
competitive neutrality within Indonesia’s digital marketplace. Nevertheless, fragmented tax collection
mechanisms between digital platforms and customs authorities continue to create administrative
inefficiencies, compliance burdens, and potential risks of double taxation. The study recommends
greater integration between digital platforms, tax authorities, and customs systems to enhance
administrative efficiency while maintaining sustainable growth in the digital economy.

Keywords: Value Added Tax (VAT), PMSE, Digital Taxation, Cross-Border E-Commerce, Etsy Platform,
Tax Compliance, Digital Economy.

INTRODUCTION
The rapid revolution of digital information technology has fundamentally restructured the

landscapes of international commerce, transforming e-commerce into an indispensable engine of
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global economic development. Transactions executed through virtual environments seamlessly

transcend conventional geographic and temporal boundaries, offering micro, small, and medium
enterprises (MSMEs) unprecedented entry into international markets. However, this borderless
ecosystem creates monumental challenges for traditional fiscal frameworks, which were
fundamentally designed around physical presence and localized supply chains (Bird & Zolt, 2008).
Investigating this shift is of paramount importance because cross-border digital transactions are
notoriously evasive under conventional oversight, catalyzing severe tax revenue leakages and
fostering deep economic disparities between tax-compliant traditional retail and foreign online
entities. Consequently, evaluating how emerging economies adapt their fiscal structures to
encapsulate digital platforms is crucial to ensuring sustainable national revenue and maintaining
macro-economic stability.

Prior academic literature has extensively examined the theoretical challenges of taxing the
digital economy, yet a noticeable gap persists regarding the empirical, operational impacts on
niche, user-generated peer-to-peer marketplaces. Early scholarship predominantly focused on
direct taxation and corporate profit shifting by multinational technology conglomerates (Azam,
2012). While recent studies have pivoted toward indirect consumption taxes, they routinely
analyze macro-level data from massive, centralized business-to-consumer (B2C) platforms rather
than specialized consumer-to-consumer (C2C) or micro-retail platforms (Lamensch, 2015).
Existing research frequently fails to address how centralized tax compliance obligations alter the
precarious business dynamics of individual artisans and independent micro-sellers who depend on
international platforms. Therefore, current academic literature remains insufficient in clarifying
the operational frictions and behavioral shifts sparked by mandatory digital tax collection inside
highly specialized decentralized marketplaces.

To address these critical regulatory and structural vulnerabilities, the Indonesian government
enacted Law Number 7 0f 2021 concerning the Harmonization of Tax Regulations, which enforces
a mandatory 11% Value Added Tax (VAT) on all digital goods and services imported via Electronic
Systems (PMSE). This progressive legislation legally shifts the administrative burden of tax
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collection onto foreign digital intermediaries, requiring them to register as official tax collectors

with the Directorate General of Taxes (DGT) (Cnossen, 2020). The international online retail
platform Etsy, which uniquely caters to global handmade and vintage products, represents a vital,
high-stakes case study for testing the practical viability of this policy. Investigating Etsy's
operational trajectory since its mandatory tax integration provides an authentic, micro-level
perspective on how cross-border indirect taxes alter trade volumes and consumer purchasing
behaviors within an emerging digital market.

While the structural integration of foreign digital platforms has delivered a profound boost
to national fiscal reserves yielding a substantial IDR 10.5 trillion in digital VAT revenues by 2022
it has simultaneously introduced severe operational friction for market participants. Emerging
empirical evidence highlights a deep systemic misalignment between the automatic data systems
of international digital platforms and the rigorous enforcement protocols managed by Indonesian
Customs (OECD, 2021). This data asymmetry frequently triggers localized transaction bottlenecks
and subjects cross-border shipments to the acute threat of double taxation. Furthermore, because
these digital platforms pass tax obligations directly to consumers, the sudden 11% tariff has
induced immediate price inflation, causing a contraction in transaction volumes and distorting the
competitive equilibrium between localized domestic merchants and international digital vendors.

This study directly contributes to the advancement of fiscal science and digital economic
policy by providing an integrated, empirical evaluation of digital consumption taxes within
decentralized platforms. By bridging the analytical divide between macro fiscal mandates and
micro-level transaction dynamics, this research enriches the conceptual frameworks governing
international tax law in developing nations (IMF, 2023). The insights generated herein offer a dual
benefit: they supply global scholars with a replicable empirical foundation on platform-led tax
compliance, while equipping regulatory authorities with strategic blueprints to optimize digital
revenue collection without stifling entrepreneurial innovation. Ultimately, this study paves the way
for a more equitable, sustainable, and friction-free regulatory model for the globalized digital

cconomy.
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Based on the identified research gap concerning the operational impact of VAT

implementation on specialized cross-border digital marketplaces, this study seeks to answer the

following research questions:

1. How does the implementation of 11% VAT affect transaction volume and seller
competitiveness on the Etsy platform? \

2. To what extent does platform-based VAT collection contribute to government tax revenue
compared with conventional collection mechanisms?

3. Does VAT implementation create competitive neutrality between domestic and international
sellers?

4. What administrative challenges emerge from the misalignment between digital platforms and
customs authorities in VAT collection?

By addressing these questions, this study contributes to the literature on digital taxation,

platform economy regulation, and fiscal governance in developing economies.

METHOD
Research Design

This study employed a quantitative case study approach to examine the implementation of
Value Added Tax (VAT) on cross-border e-commerce transactions through the Etsy platform in
Indonesia. A quantitative case study is appropriate when researchers seek to investigate a
contemporary phenomenon within its real-world context while utilizing numerical data to evaluate
patterns, impacts, and policy outcomes (Creswell & Creswell, 2018; Yin, 2018). The Etsy platform
was selected as the case because it represents a specialized international marketplace that facilitates
cross-border transactions between Indonesian consumers and global sellers. The study focuses on
evaluating the effects of VAT implementation on transaction volume, seller competitiveness,
government tax revenue, market neutrality, and administrative efficiency within Indonesia’s

digital economy ecosystem.
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Data Sources

This research relied on secondary quantitative data collected from official government

institutions, international organizations, and digital economy reports. The primary data sources

included:

1. The Directorate General of Taxes (DGT), which provides data on VAT revenue from
Electronic Commerce (PMSE) transactions and VAT collection mechanisms.

2. Statistics Indonesia (BPS), which publishes national e-commerce transaction statistics and
digital economy indicators.

3. Bank Indonesia (BI), which provides information regarding digital payment transactions and
e-commerce growth.

4. The Organisation for Economic Co-operation and Development (OECD), which provides
international references regarding VAT collection in digital marketplaces.

5. The SEA e-Conomy Report developed by Google, Temasek, and Bain & Company, which
provides estimates regarding Indonesia’s digital economy growth.

6. Publicly available reports and documentation from the Etsy platform concerning seller fees,

payment processing systems, and cross-border transaction policies.

To improve reliability, data triangulation was conducted by comparing information from

multiple sources. The use of multiple datasets allows researchers to validate findings and minimize

bias associated with a single source of information (Yin, 2018).

Data Collection Procedure

Data were collected through document analysis of government publications, tax regulations,

statistical reports, and international digital economy reports published between 2020 and 2025.

Relevant documents were identified based on their relevance to VAT implementation, digital

taxation, e-commerce transactions, and cross-border trade activities. The collected data were

organized into several analytical categories, including:

1.
2.

VAT revenue growth;

E-commerce transaction volume;
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3. Seller operating costs;

4. Consumer purchasing behavior;

5. Platform compliance rates;

6. Administrative efficiency of VAT collection.
Data Analysis

The study employed descriptive quantitative analysis and comparative analysis techniques.

Descriptive analysis was used to examine trends in VAT revenue, transaction volume, and
platform compliance before and after the implementation of VAT regulations on electronic
commerce transactions. Comparative analysis was conducted to compare:

1. Digital platform-based VAT collection systems and conventional tax collection systems;

2. Transaction volume before and after VAT implementation;

3. Competitive positions of domestic and foreign sellers;

4. Administrative efficiency between Indonesia’s VAT system and international practices such
as the European Union One Stop Shop (OSS) mechanism.

The analysis was performed using percentage growth calculations, comparative tables, and
policy evaluation frameworks to identify the economic and administrative implications of VAT
implementation.

Validity and Reliability

To ensure the credibility of findings, this study applied data triangulation by comparing
statistical information obtained from government institutions, international organizations, and
digital platform reports. According to Creswell and Creswell (2018), triangulation enhances
research validity by confirming findings through multiple independent sources. Furthermore, all
quantitative indicators were derived from publicly available and verifiable datasets, ensuring

transparency and reproducibility of the analysis.

International Journal of Interdisciplinary Research343
Vol 2 no 2 (2026): July 2026


https://journal.as-salafiyah.id/index.php/ijir/index
mailto:ijireditor7@gmail.com

International Journal of

Interdisciplinary Research

ISSN(Online): 3090-2959
Vol 2 no 2 (2026): July 2026
International Journal of https://journal.as-salafiyah.id/index.php/ijir/index
Interdisciplinary Rescarch Email: jireditor7@gmail.com
RESULT AND DISCUSSION

Overview of VAT Receipts from Digital E-Commerce Transactions

Based on data obtained from the Directorate General of Taxes (DGT), VAT revenue from
digital platforms has shown a significant growth trend since the implementation of the Online Sell
VAT policy in 2020. The data shows that:

Year | PMSE VAT Receipt | Growth (%)
2020 Rp3.8 trillion -
2021 Rp8.1 trillion 113%

2022 Rp10.5 trillion 30%
2023 Rp12.8 trillion 22%

2024 | Rp7.58 trillion (July) -
Table 1. Online Sell VAT Revenue 2020-2024

The Etsy platform's contribution to total imports of goods through digital platforms ranged
from 5% to 7% in the first quarter of 2023, indicating that the platform contributed approximately
IDR 525 billion to IDR 735 billion in annual Online Sell VAT revenue. Data from the Central
Statistics Agency (BPS) shows that Indonesia's domestic e-commerce transaction value is
estimated to reach IDR 487 trillion in 2024, a significant increase from previous years. The SEA
eConomy 2023 report, compiled by Google, Temasek, and Bain & Company, projects Indonesia's
digital economy to reach USD 82 billion (approximately IDR 1,279 trillion at an exchange rate of
IDR 15,600/USD) by 2025, demonstrating the enormous potential for tax revenue from the digital
sector.

Hypothesis Testing

The results of the hypothesis testing were obtained from various official government sources,
such as the Directorate General of Taxes (DGT), which provided PMSE VAT revenue data from
2020 to 2025; the Central Statistics Agency (BPS), which published e-commerce statistics for 2022
and 2024; and Bank Indonesia (BI), which provided data on e-commerce transaction values and
digital payment systems between 2019 and 2024. Furthermore, the Directorate General of Customs
and Excise also provided information regarding regulations on importing goods and import VAT.
International comparative information and digital tax analysis were taken from the 2023 OECD

and European Commission publications on VAT e-commerce rules and the OSS system.
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Sources from major digital platforms like Etsy provide an overview of the latest cost

structures and tax policies. Digital economy data is also supported by reports from Google,
Temasek, and Bain Company in the 2023-2024 e-Conomy SEA Report. For context and current
analysis, sources from Kontan.co.id and CNBC Indonesia report on the development of digital
economy tax revenues in 2025. All of this data and information has been processed for an analysis
of the impact of VAT on the e-commerce sector, with strong validity from each official institution.

* Hypothesis 1: The Implementation of 11% VAT on the Etsy Platform Has a Negative
Impact on Transaction Volume and Competitiveness of Indonesian Sellers. The results of this

hypothesis analysis are PROVEN based on the following findings.

Platform Pre-VAT Transaction Volume Post-VAT Transaction Volume Decline
(2019) (2021)
Foreign e- 2.8 million transactions 2.4 million transactions -14.3%
commerce
Etsy 140,000 transactions 119,000 transactions -15%
Platform Average - - -12.5%

Table 2. Comparison of Transaction Volume

Cost Components | Percentage of Transaction Value | Impact on Margin
Listing Fee 0.5% Still
Transaction fee 6.5% Still
Payment Processing 4.5% Still
VAT (new) 11% Margin Reduction
Total cost 22.5% Margin down 11%
Table 3. Impact of Operating Costs on Seller Profit Margin
Product Categories | Demand Estimation | Post-VAT Price Reduction
Handycrafts -1.3 (elastic) -16.5%
Vintage Products -1.1 (elastic) -13.2%
Handmade Jewelry -1.4 (elastic) -17.8%
Average -1.27 -15.8%

Table 4. Price Sensitivity of Handicraft Products

a) Transaction volume in Indonesia decreased by around 10-15% after the implementation of
VAT, as platform service fees such as listing fees, a 6.5% transaction fee, and a 4.5% payment
processing fee are subject to VAT. This additional burden increases sellers' total operating
costs to 11% of the transaction value.(Directorate General of Taxes, nd).

b) Sellers face a pricing dilemma: raising prices to cover VAT makes products less competitive
in the global market, while not raising prices reduces profit margins and threatens business
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continuity. The complexity of tax administration also adds to the operational burden of

MSMEs with limited capacity.(PMK No. 60/PMK.03/2022, nd)

€) Quantitatively, with Etsy contributing 5-7% of total e-commerce imports and a 10-15%

decline in transactions, the loss in transaction value is estimated at IDR 52.5-110.25 billion

per year. Additional costs for buyers reach 10-15% of the product price, consisting of 11%

VAT and price increases by sellers.

Conclusion HI: The implementation of 11% VAT has been proven to have a significant negative

impact on transaction volume and the competitiveness of Indonesian sellers on the Etsy platform,

especially in the highly competitive and price-sensitive handicraft and vintage product segments.

» Hypothesis 2: The VAT Collection Mechanism by the Etsy Platform Significantly Increases

State Tax Revenue Compared to the Conventional System The results of this hypothesis analysis

are PROVEN with the following important notes:

Voting Method Compliance Level | Administrative costs | Processing Time
Digital Platform (Optimization) 95% 2-3% of revenue Real-time
Conventional System (Manual) 45%-60% 8-12% of revenue 30-90 days
Customs (Physical) 65%-70% 10-15% of revenue 7-14 days
Table 5. Comparison of VAT Collection Effectiveness
Year E-Commerce Tax Realization Realization Leakage
Transaction Value Potential (Conventional (Digital)
2019 Rp280 T tﬁﬁffn Rp12.6 T (45%) ; I:rﬁi’ﬁiso';‘
0,
2022 Rp487 T Rp53.6 T Rpigfmggw’ Rp50.9 T (95%) ;Il’lzi'ozl
Table 6. Tax Leakage Projection
Platform 2022 Revenue (Rp T) | YoY Growth | Contribution to Total Digital VAT
Google 2.1 25% 20%
Meta/Facebook 1.8 28% 17%
Amazon 1.2 35% 11%
Netflix 0.9 22% 9%
Etsy 0.63 (estimate) 18% 6%
Other Platforms 3.87 32% 37%
Total 10.5 30% 100%

Table 7. Contribution of Digital Platforms to Total VAT Revenue
a) The effectiveness of digital VAT collection can be seen from the growth in PMSE VAT

revenue.which increased rapidly, from IDR 3.8 trillion in 2020 to IDR 10.5 trillion in 2022, a

International Journal of Interdisciplinary Research346

Vol 2 no 2 (2026): July 2026


https://journal.as-salafiyah.id/index.php/ijir/index
mailto:ijireditor7@gmail.com

International Journal of

Interdisciplinary Research

ISSN(Online): 3090-2959
Vol 2 no 2 (2026): July 2026

International Journal of https://journal.as-salafiyah.id/index.php/ijir/index

Interdisciplinary Research

b)

d)

Email: ijireditor7@gmail.com
176% increase in two years. This growth far exceeds conventional taxation systems, which

have difficulty tracking digital cross-border transactions. The platform's compliance rate is
around 95%, demonstrating the effectiveness of automated collection.(Taxation | OECD, nd)
The Etsy platform accounts for 5-7% of total digital e-commerce imports. Based on 2022
PMSE VAT revenues, Etsy's annual contribution is estimated at IDR 525-735 billion. This
contribution is difficult to collect under conventional systems due to the complexity of cross-
border transactions.(Seller Handbook, nd).

However, Etsy's implementation of VAT collection remains limited. Unlike major platforms
like Google, Netflix, and Amazon, which are fully integrated, Etsy has not yet fully integrated
VAT collection for transactions to Indonesia. For physical products, VAT is still levied by
Customs upon arrival, not by the platform, so collection responsibilities are fragmented
between the platform, individual sellers, and Customs.(Global Tax Program (GTP) FY23
Annual Progress Report, nd)

Compared to conventional systems, the platform's digital system excels in automation,
transparency, and high compliance rates of up to 95%. Conventional systems struggle to track
cross-border transactions, leading to tax leakage and low compliance. Etsy's collection
effectiveness relies on technical integration and coordination with Customs.(Directorate

General of Taxes, nd)

Conclusion H2: The VAT collection mechanism through digital platforms has proven significantly

more effective in increasing state tax revenue than conventional systems, with revenue growth of

176% in two years. However, the effectiveness of collection on Etsy specifically remains limited

due to the system's lack of full integration, particularly for physical products that still rely on

Customs and Excise.

* Hypothesis 3: The Implementation of VAT on Cross-Border E-Commerce Transactions

Creates Competitive Equality between Local and International Sellers in the Indonesian Digital

Market. The results of this hypothesis analysis are PROVEN with the following findings:

Price Pre-VAT Local | Pre-VAT Import | Local Products Post-VAT Import
Components Products Products Post-VAT Products
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COSt;flgo"ds Rp. 100,000 Rp. 100,000 Rp. 100,000 Rp. 100,000
Platform Fees Rp. 11,000 Rp. 11,000 Rp. 11,000 Rp. 11,000
VAT Rp. 11,000 - Rp. 11,000 Rp. 11,000
Total Rp. 122,000 Rp111,000 Rp. 122,000 Rp. 122,000
. ) -9.9% (import ) o .
Price Gap advantage) 0% (equivalent)
Table 8. Comparison of Price Structures
Period Local Platform Market Share | Foreign Platform Market Share | Ratio
Q2 2020 (Pre-VAT) 68% 32% 2.13:1
Q4 2022 (Post-VAT) 74% 26% 2.85:1
Change +6 percentage points -6 percentage points -
Table 9. Changes in Market Share
Platform Type | Number of Registered Platforms | Compliance Level | VAT Receipt (Rp T)
Local Platform 45 98% 6.8
Foreign Platform 124 93% 3.7
Total 169 95% 10.5

Table 10. Platform Compliance Level with Online Sell VAT
Before the implementation of VAT on PMSE (Emergency and Commercial Sales) on digital

platforms, imported products via digital platforms had a 10-11% price advantage because they
were not subject to the same tax as local products. With 11% VAT for all platforms, both local
and foreign, this price gap has been eliminated, creating fair competition between local
platforms like Tokopedia and Shopee and foreign platforms like Etsy and eBay.(PMK No.
60/PMK.03/2022, nd).

The implementation of equivalent VAT increases e-commerce's contribution to the state
budget by around 20% in digital businesses. Consumers are starting to prefer local products
that were previously underpriced. Indonesia's digital economy is projected to grow from
US$70 billion in 2022 to US$82 billion in 2025, demonstrating a healthier and more
competitive digital ecosystem.

The principle of tax neutrality is achieved without discrimination between conventional and

digital businesses, as well as local and international players. All platforms are required to
collect 11% VAT on transactions by Indonesian consumers. Regulation PMK
48/PMK.03/2020and PMK 60/PMK.03/2022requiring foreign platforms with transactions
above IDR 600 million or more than 12,000 accesses per year to become VAT collectors(PMK
No. 48/PMK.03/2020, nd)
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d) Empirical evidence shows that Etsy's fee structure includes a $0.20 listing fee, a 6.5%

International Journal of
Interdisciplinary Research

transaction fee, a 4.5% payment processing fee, and 11% VAT, totaling approximately 21.5%
of the transaction value. Local platforms also charge similar fees with an additional 11% VAT,
resulting in relatively comparable fees. The compliance rate is 95%, indicating an effective
collection system across all platforms.(Seller Handbook, nd)
Conclusion H3: The implementation of VAT on cross-border e-commerce transactions has
successfully created competitive equality between local and international sellers by eliminating
the unfair price advantage of imported products and realizing the principle of tax neutrality in
Indonesia's digital economy.
* Hypothesis 4: Misalignment of VAT Collection Mechanisms between Digital Platforms
and Customs Authorities Causes Inefficiency and Double Burdens for Indonesian Consumers. The

results of this hypothesis analysis are PROVEN STRONG based on the following findings:

Cost Components Percentage Value (for pl{rc.hases of Rp. 1
million)
Product Price 100% Rp1,000,000
VAT (11%) 11% Rp. 110,000
Import Duty (100%' for value > Rp. 3 0-10% Rp0-Rp100,000
million)
Customs Administration Fees 1-2% Rp10,000-Rp20,000
Logistics Handling Costs 2-3% Rp20,000-Rp30,000
Total Additional Cost 14-26% Rp140,000-Rp260,000

Table 11. Consumer Additional Costs on Cross-Border Transactions

Integrated System Indonesian System . .
Process (EU) (Current) Time Difference
VAT collection Automatic when CO Manual/Partial -
Tax Verification Real-time 7-14 days +7-14 days
. Automatic by . +4-6
Seller Reporting Platform Manual (e-Invoice) hours/month
Dispute Resolution 3-5 days 30-60 days +27-55 days
Total Processmg Instant 37-74 days +37-74 days
Time

Table 12. Administrative Complexity and Completion Time

a) Indonesia's VAT collection system remains fragmented. Some platforms already automatically

collect VAT for digital products, but Etsy hasn't fully integrated with the Indonesian tax

International Journal of Interdisciplinary Research349
Vol 2 no 2 (2026): July 2026


https://journal.as-salafiyah.id/index.php/ijir/index
mailto:ijireditor7@gmail.com

International Journal of

Interdisciplinary Research

ISSN(Online): 3090-2959

Vol 2 no 2 (2026): July 2026

International Journal of https://journal.as-salafiyah.id/index.php/ijir/index
Interdisciplinary Research o )

Email: ijireditor7@gmail.com

system. For physical products, VAT is levied by Customs upon arrival, separate from the

platform, so there's no automated system for integration between Etsy and the tax
authorities.(Official Website of the Directorate General of Customs and Excise, nd)

b) The case study demonstrates the risk of double taxation for consumers, namely paying taxes
twice: once at checkout if the system is integrated, and once when the goods arrive through
Customs. Document mismatches between the platform and Customs lead to confusion and
inefficiency.

c) Consumers bear additional costs of approximately 10-15% of the product price, consisting of
11% VAT, potential import duties for goods valued above IDR 3 million, and customs
administration fees. This uncertainty about the final cost makes consumers hesitant to make
transactions.(Official Website of the Directorate General of Customs and Excise, nd).

d) Sellers face significant administrative inefficiencies due to having to navigate tax regulations
across multiple jurisdictions. Indonesian sellers on Etsy are required to register for a Taxpayer
Identification Number (NPWP) and calculate VAT independently through the DGT e-Invoice.
The reverse charge mechanism for platform service fees complicates the process, and the lack
of integrated reporting further complicates the process.

e) Although the platform's compliance rate is around 95%, a 5% gap remains, indicating
implementation issues. PMSE VAT revenue for 2024, amounting to Rp 7.58 trillion as of July,
showed a slowdown compared to projections, likely due to an inefficient system. This
complexity has led some sellers to stop or limit services in Indonesia.(PMK No.
60/PMK.03/2022, nd).

f) Compared to the European Union, where Etsy has been collecting VAT automatically since
mid-2021, the system in Indonesia remains fragmented between the platform, individual
sellers, and Customs, creating uncertainty and high compliance costs for businesses.(E-
Conomy SEA - Google, nd)

Conclusion H4: The misalignment of VAT collection mechanisms between Etsy and Customs

authorities creates significant systemic inefficiencies, risks of double taxation, and an additional
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10-15% cost burden for Indonesian consumers. This fragmented tax system is a major obstacle to

optimizing cross-border digital trade.

CONCLUSION

Based on an analysis of the 11% VAT implementation on the Etsy website, this study yielded
several important findings. In terms of state revenue, the Online Sell VAT policy has been highly
successful, with revenue growth of 176% over two years, from IDR 3.8 trillion in 2020 to IDR
10.5 trillion in 2022. The Etsy platform itself accounts for 5-7% of all e-commerce imports, or
IDR 525-735 billion annually, with a high compliance rate of 95%, significantly higher than under
the old tax system.

The implementation of VAT also effectively leveled the playing field by eliminating the 10-
11% price advantage previously enjoyed by imported products, creating a level playing field for
both local and foreign sellers. This measure increased the e-commerce sector's contribution to the
state treasury by approximately 20% and reflected tax neutrality for Indonesia's digital economy.
However, businesses, particularly MSMEs, experienced significant negative impacts. Transaction
values in Indonesia decreased by 10-15% after the implementation of VAT, while sellers' profit
margins were eroded by total costs reaching 21.5% of transaction value, including registration
fees, transaction fees, payment processing fees, and the 11% VAT. The complexity of cross-border
tax administration also imposes significant operational costs on small businesses with limited
resources.

The most significant systemic issue is the fragmentation of the VAT collection mechanism.
Although the European Union fully harmonized its VAT scheme in mid-2021, the VAT collection
mechanism in Indonesia remains fragmented between the Etsy platform, individual sellers, and
Customs. This creates double taxation, where buyers may pay tax twice: once on the platform and
once when the goods arrive at Customs. Customers are also subject to 10-15% VAT, import duties
on goods valued at more than IDR 3 million, and administrative fees, creating uncertainty about

the final price and thus hindering cross-border transactions.
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While the PMSE VAT policy has performed well in increasing state coffers and ensuring fair

competition, a unified systematization between digital platforms and Customs authorities is needed
to eliminate inefficiencies, double taxation, and provide clarity for consumers. This system
improvement is crucial to ensure a balance between maximizing state tax revenue and the

sustainable competitiveness of MSMEs in Indonesia's digital trade landscape.
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