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		Abstract

		The focus of this chapter will be to assess the potential impact that electronic commerce can have on the tax base of developing countries. The analysis will be done against the background of the existing rules on international taxation. Even before the advent of electronic commerce, the existing principles on international taxation have been lopsided in favour of the developed countries. Therefore, in analyzing the potential impact of electronic commerce on the tax base of developing countries, it is essential to come up with an appropriate model that will suit the peculiar circumstances of most developing countries.   

The fact remains that most developing countries are importers of digital products from developed countries. This means that, businesses based in these developed countries, can derive lots of profits from consumers of digital products in developing countries but these foreign businesses can escape taxation because the emergence of the internet has made it unnecessary for them to have permanent establishments in these developing countries.  

In order to prevent a situation akin to that of the interstate taxation of electronic commerce within the United States from happening in developing countries, it is necessary for developing countries to come up with proactive and creative strategies to protect their tax base from further erosion. It is suggested here that the best way to do that is to shift the focus from taxation of incomes and profits derived from electronic commerce to one based on consumption taxation. 
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