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1. Introduction

The rapid expansion of digital services across borders has brought about significant challenges in the realm of taxation
compliance, particularly for multinational corporations. Digital services, such as software as a service (SaaS), e-commerce,
online advertising, and content streaming, have become integral to the global economy (Olbert & Spengel, 2017) [?8], These
services, by their nature, transcend national borders, leading to difficulties in applying traditional tax laws, which were originally
designed for tangible goods and services. As digital business models rapidly evolve, the traditional mechanisms for taxation,
including the allocation of income, profits, and tax liability, often fall short (lke, Ige, Oladosu, Adepoju, & Afolabi, 1769;
Otokiti, 2012) 2031 A key issue in the digital economy is the mismatch between where value is created and where tax is
collected. Traditional tax frameworks are based on physical presence and geographic location, but digital services are often
delivered remotely, making it difficult to determine the proper jurisdiction for tax purposes. This has led to significant tax base
erosion and profit shifting (BEPS) in the digital economy, where companies exploit gaps and mismatches between national tax
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systems to minimize their tax liabilities. Consequently,
governments are left grappling with how to ensure fair
taxation, while businesses face the complex task of
navigating increasingly fragmented regulatory environments
(Adewoyin, 2021; Ajayi & Akerele, 2021) 4 61,

Given the complexity and scale of these challenges, there is
an urgent need for an optimized approach to digital service
taxation compliance, one that not only meets the needs of
governments for fair tax revenue collection but also
accommodates the operational realities of multinational
businesses. This paper aims to address the pressing need for
a model that can harmonize the digital economy with
multinational financial reporting standards, providing a
framework that is practical, enforceable, and scalable.

The primary purpose of this paper is to propose a robust,
optimized model for digital service taxation compliance that
is aligned with multinational financial reporting standards.
The model seeks to offer a comprehensive solution to the
taxation challenges presented by the digital economy,
ensuring that businesses are compliant with international tax
regulations while maintaining operational efficiency.

This paper will focus on two key objectives: First, to develop
a model that harmonizes digital service taxation with global
financial reporting standards, ensuring consistency in tax
reporting and compliance across jurisdictions. Second, to
address the practical challenges multinational businesses face
in ensuring tax compliance across multiple countries with
varying regulatory environments. The model will aim to
create a framework that simplifies compliance, reduces the
risk of errors and non-compliance, and enhances
transparency in reporting, ultimately contributing to fairer
and more equitable tax systems globally.

The proposed model will not only benefit multinational
corporations by streamlining their tax compliance efforts but
will also support tax authorities in ensuring that digital
services contribute their fair share of taxes. This is
increasingly crucial as the digital economy continues to
expand, creating new business models and tax challenges that
have yet to be fully addressed.

2. Literature Review

2.1 Overview of digital service taxation

The taxation of digital services has emerged as one of the
most complex and debated issues in international tax policy
in recent years. With the rapid growth of the digital economy,
traditional tax systems, which were primarily designed for
tangible goods and physical operations, have struggled to
adapt to the realities of the digital landscape (Odio et al.,
2021) 261 In the past, taxation was based on concepts such as
physical presence or “nexus,” meaning that businesses were
taxed in the jurisdictions where they had a physical
establishment. However, digital services such as software-as-
a-service (SaaS), online advertising, cloud computing, and e-
commerce do not require a physical presence, making it
difficult for tax authorities to determine where tax liabilities
should be placed (Elumilade, Ogundeji, Achumie, Omokhoa,
& Omowole, 2021; Hassan, Collins, Babatunde, Alabi, &
Mustapha, 2021) [4 181,

Countries around the world have implemented various
approaches to digital service taxation, each with its own set
of challenges and policy frameworks. The European Union,
for instance, introduced a Digital Services Tax (DST), which
aims to tax digital companies based on the revenues they
generate from their activities in the EU, rather than where
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they are registered or incorporated. This approach, while
innovative, has faced resistance from multinational
companies, which argue that such taxes could result in double
taxation or unfairly target companies that do not have a
substantial physical presence in a given jurisdiction (Abisoye
& Akerele, 2022; Paul, Abbey, Onukwulu, Agho, & Louis,
2021) [t 29],

Similarly, countries like the United States, India, and Brazil
have introduced or proposed taxes on digital services, often
targeting companies such as Google, Facebook, and Amazon,
which are seen as profiting disproportionately from the local
markets they serve while avoiding significant tax obligations
in those countries (Adewoyin, 2022) B, While these digital
taxes have been touted as necessary to ensure that digital
companies pay their fair share of taxes, they have also been
criticized for their complexity and the lack of uniformity in
their application across different jurisdictions. One of the key
challenges in the field of digital service taxation is
reconciling these varying national policies while ensuring
that they do not lead to tax avoidance, compliance challenges,
or trade disputes (Achumie, Oyegbade, Igwe, Ofodile, &
Azubuike, 2022; Adaralegbe et al., 2022) 231,

The OECD has also played a significant role in addressing
digital taxation challenges. In 2019, the organization released
a framework for addressing the tax challenges arising from
the digitalization of the economy, which includes
recommendations for updating international tax rules to
better account for the digital economy. The OECD's
“Inclusive Framework on BEPS” is working on developing a
multilateral approach to taxing digital services, aiming to
balance the interests of both tax authorities and multinational
companies. This effort underscores the difficulty of creating
a consistent, fair global tax regime for digital services (Ajayi
& Akerele, 2022a, 2022b) [-81,

2.2 Financial reporting standards

Multinational corporations are required to adhere to financial
reporting standards that ensure transparency, consistency,
and comparability of financial statements. The two most
widely recognized standards are the International Financial
Reporting Standards (IFRS) and Generally Accepted
Accounting Principles (GAAP). These standards provide
guidelines for the preparation of financial statements,
ensuring that financial data is presented in a consistent
manner across jurisdictions (Oladosu et al., 2022) (7],
However, current financial reporting standards have not fully
addressed the complexities of digital service taxation. The
challenge lies in the fact that digital businesses often do not
operate with a physical presence in many of the jurisdictions
where they generate significant revenue. For instance, IFRS,
which is used in many countries outside the United States,
has guidelines for recognizing revenue and reporting taxes
but lacks specific provisions on how multinational digital
services companies should account for digital service
taxation, particularly when dealing with jurisdictions that
have implemented unique digital taxes, such as the EU’s DST
(Elumilade, Ogundeji, Achumie, Omokhoa, & Omowole,
2022; Mustapha & lbitoye, 2022) [2 151,

In addition, the lack of consistency between international tax
regulations and financial reporting standards makes it
challenging for multinational businesses to ensure
compliance. Companies may face conflicting requirements
from tax authorities and regulators in different countries,
leading to the need for complex financial reporting practices
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that are not standardized. Furthermore, financial reporting
standards such as IFRS and GAAP do not explicitly address
the operational realities of digital services taxation, such as
how to allocate revenue generated from digital activities
across various tax jurisdictions or how to manage the risks
associated with digital taxation models that vary from
country to country (Onukwulu, Fiemotongha, Igwe, & Ewim,
2022; Otokiti, lgwe, Ewim, Ibeh, & Sikhakhane-
Nwokediegwu, 2022) [32 291 While some progress has been
made through the development of provisions like IFRS 15,
which provides guidelines for recognizing revenue from
contracts with customers, these standards remain limited in
their ability to address the broader issues faced by
multinational corporations in the digital service sector. There
is a growing need for clearer guidelines and frameworks
within these reporting standards to help businesses navigate
the complexities of digital taxation, ensuring that their
financial reporting aligns with both local tax obligations and
international tax agreements (Hindley, 2012) 9,

2.3 Compliance Mechanisms

The task of ensuring compliance with digital service taxation
laws is a significant challenge for multinational corporations.
Existing tax compliance mechanisms often fail to address the
unique issues posed by the digital economy. One of the core
compliance challenges is the complexity of managing tax
obligations across multiple jurisdictions, each with its own
tax policies and reporting requirements.

Currently, many multinational corporations rely on a
combination of in-house tax teams, third-party tax
consultants, and technology solutions to manage their tax
compliance processes. However, these solutions often fall
short when it comes to navigating the constantly evolving
landscape of digital service taxation (Chooi, 2020) [*31. For
example, digital tax frameworks, such as the DST, require
businesses to calculate taxes based on their digital revenues
in specific jurisdictions, which may not align with how
revenue is reported under international financial reporting
standards. This leads to confusion and increased
administrative burdens for businesses, which are required to
reconcile their tax reporting with local tax laws while
simultaneously complying with global financial reporting
standards (Lang & Risse, 2022) 221,

Tax authorities have also introduced various digital tools to
help improve tax compliance, such as e-filing systems and
automated tax reporting platforms. These tools can help
businesses submit tax returns more efficiently and reduce the
risk of human error. However, these platforms are often not
designed to handle the specific complexities of digital service
taxation, such as allocating revenue based on user location or
tracking digital transactions across borders. As a result,
businesses are left with the difficult task of integrating these
tools with their financial reporting systems, which can be
time-consuming and prone to errors (Roger, 2021).
Furthermore, compliance mechanisms are often fragmented,
with countries implementing different systems for collecting
taxes on digital services, further complicating the compliance
process for multinational corporations. While initiatives such
as the OECD’s BEPS project aim to harmonize tax rules
across jurisdictions, the lack of consistency in how digital
service taxes are applied remains a significant barrier to
effective compliance (Ponomareva, 2022).

Despite the significant progress made in understanding
digital service taxation, there remain several gaps in the
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research literature, particularly in terms of how digital service
taxation interacts with multinational financial reporting
standards. Much of the existing research has focused on the
theoretical aspects of digital taxation, such as the potential for
tax avoidance and the impact of digital taxes on business
models. However, there is a lack of comprehensive studies
that explore how digital service taxation can be integrated
with multinational financial reporting standards in a practical,
operational sense.

Moreover, while the OECD and other international bodies
have worked to create frameworks for digital service
taxation, there is limited research on the specific compliance
challenges faced by multinational businesses when
attempting to navigate these frameworks. Most studies have
focused on the theoretical implications of digital taxation but
have not provided detailed, real-world case studies or
examples of businesses that have successfully implemented
digital service taxation compliance mechanisms (Olbert &
Spengel, 2017) 281, Finally, there is a need for more research
on the role of emerging technologies, such as artificial
intelligence, machine learning, and blockchain, in improving
tax compliance in the digital service sector. While these
technologies have the potential to streamline tax reporting
and enhance compliance, their application in the context of
digital service taxation remains underexplored (Avi-Yonah,
Kim, & Sam, 2022) (4,

3. Proposed Model for Optimizing Digital Service

Taxation Compliance

3.1 Key Components of the Model

The proposed model for optimizing digital service taxation

compliance is built upon several key components that ensure

alignment with multinational financial reporting standards

while addressing the specific challenges posed by the digital

economy. These components are designed to streamline

compliance, reduce errors, and harmonize digital taxation

across borders. The model consists of the following elements:

= Digital tax reporting mechanisms
A central feature of the model is the integration of digital
tax reporting mechanisms that are automated and
adaptable to various jurisdictions. These mechanisms
will be capable of tracking digital service revenue
streams, such as SaaS, advertising, and e-commerce
transactions, across multiple countries. The model
includes automated systems for calculating tax liabilities
based on the digital revenues generated within each
jurisdiction. It will employ advanced data analytics to
allocate revenue to the correct tax jurisdiction based on
user location, ensuring that tax obligations are met where
the value is created. These reporting mechanisms will
also allow for real-time updates of tax rates, changes in
tax policy, and modifications to the scope of digital
taxes, ensuring that businesses remain compliant with
evolving regulations.

=  Compliance tracking and reporting
Compliance tracking is a critical aspect of the proposed
model. This component uses integrated dashboards and
monitoring systems to track tax obligations in real-time.
The tracking systems will provide businesses with clear
visibility into their compliance status across
jurisdictions, flagging any discrepancies or potential
risks. These systems will also allow for the automated
generation of tax returns, ensuring that businesses meet
the specific requirements of local tax authorities while
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adhering to global reporting standards. The compliance
tracking system will also incorporate features for
periodic audits and documentation, enabling businesses
to maintain a clear record of their tax filings and
compliance actions, which is essential for both internal
governance and external audits.

= Harmonization with global tax codes
A major challenge in digital service taxation is the
fragmentation of tax codes across jurisdictions. The
proposed model addresses this by incorporating a
harmonization layer that aligns digital service taxation
with global tax codes, such as the OECD’s BEPS
framework. This component will ensure that businesses
can navigate the complexities of tax compliance in
multiple jurisdictions by applying a consistent set of
rules, reporting structures, and compliance procedures. It
will provide businesses with a unified framework that
harmonizes local tax codes with international standards,
thereby reducing the risk of double taxation or tax
avoidance. The harmonization layer will also enable
businesses to handle complex issues such as transfer
pricing, tax credits, and VAT/GST registration
requirements seamlessly across multiple regions.

= Integration with multinational financial reporting
standards
The model also includes an integration mechanism that
ensures digital tax reporting aligns with multinational
financial reporting standards, such as IFRS and GAAP.
This integration allows businesses to consolidate their
financial statements while ensuring that tax liabilities are
accurately reported in accordance with global standards.
The model uses automated reconciliation processes to
match tax data with financial statements, eliminating
discrepancies between tax and financial reporting. By
ensuring compliance with both tax regulations and
financial reporting requirements, businesses can
streamline their operations and reduce the administrative
burden associated with separate tax and financial
reporting systems.

3.2 Framework for Implementation

Implementing the proposed model for digital service taxation
compliance in multinational corporations requires careful
planning, alignment with regulatory frameworks, and the
involvement of key stakeholders. The first step in
implementing the model is the integration of advanced
technology platforms, including cloud-based solutions, data
analytics tools, and automation software. These platforms
will support the real-time collection, processing, and
reporting of tax data. Businesses will need to invest in
systems capable of handling complex tax calculations and
compliance reporting across jurisdictions. Additionally,
businesses will need to partner with technology providers that
specialize in tax compliance solutions to ensure seamless
integration with existing enterprise resource planning (ERP)
systems and financial reporting tools.

To ensure the model aligns with multinational tax
regulations, businesses will need to engage in continuous
collaboration with governments and international bodies such
as the OECD. This collaboration will involve staying
informed about changes in tax policy and participating in
discussions around the harmonization of digital service
taxation frameworks. It may also require businesses to adapt
their tax reporting processes to meet the specific regulatory
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requirements of individual countries, such as digital tax filing
formats, e-filing systems, and reporting deadlines.
Regulatory authorities will play a crucial role in establishing
clear guidelines for the implementation of the model,
ensuring that it complies with both local and international tax
standards.

Key stakeholders in the implementation process include
governments, multinational corporations, tax authorities, and
financial institutions. Governments and tax authorities must
create an enabling regulatory environment that allows
businesses to adopt digital service taxation models with
minimal compliance burdens. They should also provide
clarity on how digital taxes will be applied and offer
incentives for businesses to comply with these frameworks.
Multinational corporations must invest in the necessary
technology, allocate resources for training employees, and
establish internal processes to ensure that digital service tax
reporting and compliance become integral to their operations.
Financial institutions, on the other hand, can support
businesses by providing the necessary tools for tax payments,
cross-border payments, and currency conversion as required
by the model.

Employees within multinational corporations will need to be
trained on the new tax compliance processes and systems.
This will require businesses to develop training programs that
equip staff with the knowledge to operate new technology
platforms, understand the regulatory framework for digital
taxes, and navigate compliance tracking and reporting
systems. Capacity building will be particularly important for
tax and finance teams, as they will be responsible for ensuring
the accuracy and timeliness of tax filings across multiple
jurisdictions.

3.3 Advantages and Innovation

The proposed model offers several advantages and
innovations that significantly optimize digital service
taxation compliance. By automating tax calculations,
reporting, and compliance tracking, the model significantly
reduces the administrative burden associated with managing
digital service taxation in multiple jurisdictions. This leads to
greater operational efficiency, as businesses no longer need
to manually reconcile tax data or produce separate reports for
tax authorities and financial reporting standards. The
automation of tax-related processes also ensures faster and
more accurate tax filings, reducing the risk of penalties for
late or inaccurate submissions.

The integration of automated compliance tracking systems
ensures that businesses can easily monitor their tax
obligations and ensure that they are fully compliant with local
tax laws and international tax standards. This real-time
monitoring improves transparency, making it easier for
businesses to detect and address potential compliance issues
before they escalate. The model’s transparency also benefits
tax authorities, who will have access to detailed, accurate tax
reports that can be used for auditing and oversight purposes.
The harmonization layer, which aligns tax codes across
jurisdictions and adheres to the OECD’s BEPS framework,
helps mitigate the risks of tax avoidance and base erosion. By
ensuring that digital service revenues are allocated accurately
across jurisdictions and that tax rates are applied consistently,
the model reduces opportunities for tax avoidance schemes,
such as shifting profits to low-tax jurisdictions. This, in turn,
promotes fairer tax practices and helps preserve the integrity
of national tax systems.
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The proposed model provides multinational corporations
with a standardized approach to tax compliance that can be
applied across all jurisdictions in which they operate. This
standardization ensures that businesses can navigate complex
international tax laws with greater ease and consistency,
reducing the likelihood of costly errors or non-compliance.
Furthermore, the integration with financial reporting
standards ensures that businesses maintain consistent
financial statements, thereby reducing the risk of
discrepancies between tax filings and corporate financial
reports.

4. Case studies and practical applications

4.1 Global case studies

Examining global case studies of multinational corporations

and countries that have implemented digital service taxation

compliance models provides valuable insights into the

practical application of digital tax frameworks. These

examples highlight both successful implementations and the

challenges encountered, offering lessons that can inform the

development of the proposed model.

= European Union’s Digital Services Tax (DST)
The European Union’s Digital Services Tax (DST) is one
of the most widely discussed examples of a regional
effort to tax digital services. Introduced in 2021, the DST
levies taxes on revenue generated by digital platforms,
such as online advertising, e-commerce, and data sales,
within EU member states. The EU’s DST aims to ensure
that digital companies that profit from European users
pay taxes on the income generated within the region,
even if they do not have a physical presence (Low, 2020)
23]
The EU’s implementation of the DST highlights the
complexities of taxing digital services, especially for
multinational companies. Early feedback indicated that
the compliance process was cumbersome for businesses
that had to track digital revenue streams across different
jurisdictions and apply varying tax rates (Harpaz, 2021)
(171, However, the EU’s commitment to harmonizing the
digital tax regime across its member states helped
mitigate some challenges, as it reduced the chances of
double taxation and confusion among businesses about
tax rates. Lessons from this initiative show that
standardizing tax obligations across regions, as the EU
did, can simplify compliance for multinational
companies. However, regulatory inconsistencies in
applying the DST at the member state level revealed the
challenges of uniform enforcement (Noonan &
Plekhanova, 2020) 21,

= India’s Equalization Levy
India’s Equalization Levy, introduced in 2016, is another
prominent example of a digital tax that targets foreign
digital companies providing online advertising and e-
commerce services within India. This tax aims to ensure
that foreign firms contributing to India's digital economy
pay their fair share of taxes. India’s model requires
digital companies to report and pay the levy on revenue
generated from digital advertisements and e-commerce
activities (Singh, 2017) 361,
The implementation of the Equalization Levy has been
largely successful in terms of compliance rates.
However, it has also faced criticism from businesses,
particularly in relation to its narrow scope and the
complexity of the compliance process. Indian tax
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authorities introduced an online filing system to facilitate
reporting, but businesses still faced difficulties in
aligning their financial reporting with India’s tax
expectations. One key lesson from India’s experience is
that clarity in tax reporting systems and the
simplification of the filing process are essential for
maximizing compliance. The inclusion of an online
portal for tax filing is an example of a best practice that
can be adopted globally, helping to streamline reporting
and compliance for multinational companies (Lahiri,
Ray, & Sengupta, 2016) 21,

=  Brazil’s Digital Goods Taxation Framework
Brazil has implemented a tax regime for digital services
that targets both foreign and domestic digital service
providers. The tax, referred to as the 1SS (Imposto Sobre
Servicos), covers digital goods and services like software
and streaming services. The Brazilian government has
incorporated digital tax collection into the broader
taxation system, requiring digital service providers to
report taxes on sales to Brazilian consumers (Orair &
Gobetti, 2019) 139,
Brazil’s implementation of digital tax collection faced
challenges in integrating digital platforms with the
national tax system. However, the country has
successfully integrated technology to track digital
transactions in real-time, helping authorities enforce tax
compliance across the digital services sector. Key
lessons learned from Brazil’s experience include the
importance of investing in real-time data tracking and
building strong relationships with digital service
providers. These technologies can help resolve
discrepancies and ensure that digital services comply
with tax obligations (Thorstensen, Mascarenhas, &
Paola, 2019) (381,

4.2 Challenges and Pitfalls

Despite the progress made in implementing digital service
taxation compliance models, many challenges persist that
hinder full implementation and efficiency. These challenges
can be categorized into regulatory inconsistencies, technical
barriers, and resistance from businesses. One of the most
significant challenges in implementing digital service
taxation is the lack of consistency in tax regulations across
countries. Multinational corporations often face confusion
when trying to comply with differing tax rates, tax bases, and
reporting formats in each country. For instance, the DST in
the European Union, while standardized across member
states, has encountered variations in its implementation at the
national level. Some countries have introduced additional
digital taxes or reporting requirements that conflict with the
EU’s framework (Arbache, Rouzet, & Spinelli, 2016) 1.
Such inconsistencies make it difficult for businesses to
implement a single, streamlined compliance process. They
must navigate complex local tax rules while also adhering to
international standards, which can lead to higher compliance
costs and potential risks of non-compliance. This fragmented
approach to digital taxation underscores the need for a more
harmonized global tax framework to reduce the burden on
multinational companies (Fenwick, Kaal, & Vermeulen,
2016) [161,

The successful implementation of digital tax compliance
models requires advanced technical infrastructure. While
some countries, such as India and Brazil, have made strides
in digitalizing tax reporting and compliance, many others still
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rely on outdated systems that are not integrated with modern
technology platforms. These gaps in technology
infrastructure pose a significant barrier to the efficient
collection of digital taxes.

Furthermore, businesses must develop or acquire their own
technologies to comply with tax regulations across different
jurisdictions, which can be expensive and complex. The
integration of tax reporting tools with financial reporting
platforms, such as ERP systems, requires significant
investment and expertise, posing a barrier for smaller
businesses or those with limited resources. Therefore, the
adoption of digital service taxation compliance models must
also involve significant investment in both public and private
technology infrastructure to ensure a smooth transition (Bird
& Zolt, 2008) 1121,

Resistance from businesses is another obstacle to the
widespread adoption of digital service taxation compliance
models. Many multinational corporations argue that digital
service taxes, especially those implemented unilaterally by
individual countries, disproportionately target foreign
companies, especially large multinational digital service
providers like Google, Facebook, and Amazon. Businesses
often claim that these taxes violate principles of international
trade and that the compliance burden can harm their
competitiveness in local markets (Avi-Yonah et al., 2022) 11,
Companies are also concerned about the increasing
complexity and cost of compliance. The rapid pace of
changes in digital tax laws means that businesses must
continuously adapt their systems to stay compliant, leading
to concerns about regulatory uncertainty. To address this,
businesses need clear and consistent guidelines from tax
authorities and incentives or support for adopting compliance
systems. Governments must be willing to engage in dialogues
with multinational corporations to create a framework that
benefits both sides while addressing the challenges of the
digital economy (Tambunan & Rosdiana, 2020) 71,

4.3 Comparison with existing models

The proposed model for optimizing digital service taxation
compliance offers several advantages over traditional
taxation and compliance models. Traditional tax models,
based on physical presence and location-based taxation,
struggle to address the unique characteristics of digital
services. Digital businesses do not rely on physical
infrastructure in every market they serve, which means
traditional tax rules that focus on physical presence often fail
to capture the value generated in these digital transactions.
Traditional tax models require businesses to demonstrate a
physical presence in a jurisdiction before being subject to
taxation. However, digital businesses can generate significant
revenues from users in countries where they have no physical
presence. The proposed model addresses this gap by
introducing a digital tax reporting mechanism that accurately
tracks digital service revenue based on user location, rather
than a physical presence. This allows digital services to be
taxed fairly and consistently, regardless of where a business
is headquartered (Aslam & Shah, 2021) (1],

Existing models of tax compliance often involve fragmented
and inconsistent regulations that vary from country to
country. This lack of harmonization creates significant
challenges for multinational companies that must comply
with different tax regimes in each country they operate in.
The proposed model’s focus on harmonizing tax codes in line
with global standards, such as the OECD’s BEPS framework,
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provides a more cohesive and streamlined approach to digital
service taxation. This harmonization reduces the complexity
and compliance costs associated with navigating disparate
national tax systems.

Traditional models of tax compliance often involve manual
reporting, which can be time-consuming and prone to human
error. The proposed model, on the other hand, integrates
automated compliance tracking and reporting systems that
streamline the process and ensure accuracy. By automating
tax calculations and generating real-time reports, the model
reduces administrative burdens and increases efficiency
compared to traditional, manual tax reporting systems.

5. Conclusion

The proposed model for optimizing digital service taxation
compliance provides a comprehensive solution to the
complex challenges faced by multinational corporations
operating in the digital economy. It addresses the key issue of
aligning digital service taxation with multinational financial
reporting standards, offering a streamlined and harmonized
approach to tax reporting across jurisdictions. One of the
primary findings is the importance of implementing a digital
tax reporting mechanism that ensures businesses are taxed
based on the location of their users rather than their physical
presence. This model promotes fairness and consistency,
overcoming the limitations of traditional taxation models that
are based on physical infrastructure. Additionally, the
model's emphasis on automated compliance tracking and
reporting systems is a significant advancement, reducing
administrative burdens and the risk of errors associated with
manual processes. The model facilitates smoother cross-
border compliance by harmonizing tax codes with global
standards such as the OECD’s Base Erosion and Profit
Shifting (BEPS) framework. These findings underscore the
model’s potential to increase efficiency, reduce tax
avoidance, and improve transparency in multinational digital
service taxation, ultimately offering a practical solution to the
challenges businesses and governments face in the digital
age.

While the proposed model offers a robust framework for
digital service taxation, several areas remain for future
research and improvement. One potential avenue for further
exploration is the adaptation of the model to accommodate
future developments in digital services, particularly as new
technologies such as artificial intelligence, blockchain, and
the Internet of Things (IoT) continue to evolve. As digital
platforms become more complex, tax compliance
mechanisms will need to be adjusted to address emerging
forms of value creation and new business models.
Additionally, further research could explore how
international tax law may evolve in response to the increasing
digitalization of the economy. The ongoing work of the
OECD in reforming global tax rules will be critical to
ensuring that the proposed model remains adaptable and
relevant in the face of regulatory changes. Another important
research area is the effectiveness of the proposed model in
real-world applications, especially in developing countries
with less advanced tax infrastructure. Future studies could
assess how the model performs in such contexts and identify
potential barriers to implementation. By addressing these
areas, future research will continue to refine and enhance the
model, ensuring that it remains aligned with global tax trends
and the evolving digital landscape.
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