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T he World Trade Organization (WTO)’s Moratorium on Customs Duties on Electronic  
Transmissions (“Moratorium”) has been renewed at every ministerial since it was put in 
place in 1998. This Report urges WTO Members to support a standing WTO commitment 

not to impose duties on electronic transmissions. 

By making it easier to transfer digital content and supply digital services across borders, the 
Moratorium has facilitated knowledge sharing and access to new market opportunities, including 
for Micro, Small, and Medium-Sized Enterprises (MSMEs). The Moratorium ensures the 
regulatory predictability essential for long-term digital investment, innovation, and cross-border 
integration. It supports the competitiveness of economically integrated regions, allowing for 
seamless digital flows that enhance efficiency and innovation across borders.

Electronic transmissions also act as critical enablers of modern supply chains, including 
manufacturing, services, and cross-border production networks. The expanded digital trade 
associated with the Moratorium has helped governments diversify their economies, contributing 
to broader economic growth and a stronger tax base.

Multiple studies have concluded that the Moratorium yields net economic benefits for 
developing as well as developed countries, with the Organisation for Economic Co-operation 
and Development (OECD) predicting that ending the Moratorium “would hit low-income country 
trade the most.” Similar findings on the value of the Moratorium have been documented in reports 
from the United Nations Conference on Trade and Development (UNCTAD) and the WTO, the 
World Bank and the International Monetary Fund (IMF), as well as by researchers in India and 
Indonesia, among others.

Since 2024, over 200 civil society and industry organizations from across Africa, Asia, the 
Americas, Europe, the Middle East, and Oceania have called on the WTO membership to support 
the Moratorium—the continuation of which also enables continuation of the Work Programme on 
Electronic Commerce. 
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https://www.oecd.org/en/publications/understanding-the-potential-scope-definition-and-impact-of-the-wto-e-commerce-moratorium_59ceace9-en.html
https://www.oecd.org/en/publications/understanding-the-potential-scope-definition-and-impact-of-the-wto-e-commerce-moratorium_59ceace9-en.html
https://www.wto.org/english/res_e/booksp_e/dtd2023_e.pdf
https://openknowledge.worldbank.org/bitstream/handle/10986/35218/9781464816000.pdf
https://www.imf.org/-/media/files/publications/imf-notes/2023/english/insea2023005.pdf
https://igpp.in/wp-content/uploads/2023/06/The-Impact-of-Cross-Border-Digital-Transmissions-on-the-MSME-Sector-in-India-and-the-Benefits-of-the-WTO-E-Commerce-Moratorium-.pdf
https://www.isd-indonesia.org/storage/download/doc/isd-policy-brief-on-digital-goods.pdf
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https://globaldataalliance.org/wp-content/uploads/2024/01/01302024gdaglltrwtomora.pdf
https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=Q:/WT/L/274.pdf&Open=True
https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=Q:/WT/L/274.pdf&Open=True
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Benefits of a Permanent
WTO Moratorium on Customs Duties on Electronic Transmissions  

and WTO Work Programme on Electronic Commerce

The information that follows summarizes takeaways from recent studies on the 
WTO Moratorium on Customs Duties on Electronic Transmissions (“Moratorium”). 
A growing body of research has highlighted the value of traded digital services 
for developed and developing economies alike. Such research underscores the 
value of a permanent WTO Moratorium and WTO Work Programme on Electronic 
Commerce. 

Digital services boost growth and diversification in developing economies. Services 
are of value to all economies, including developing economies.

The share of global commercial services exports held by developing economies jumped from 24 percent 
to 34 percent between 2005 and 2022, according to a 2023 joint report by the WTO and World Bank, 
Trade in Services for Development. Export growth in Information and Communications Technology (ICT), 
finance, and other services has offered a meaningful path to diversification for developing economies. 

Digitally delivered services, which now account for 54 percent of global services exports, are growing 
much faster than either goods or conventional services, according to a 2023 joint report issued by 
the IMF, OECD, UNCTAD, and WTO, Digital Trade for Development. “Customs duties on electronic 
transmissions would likely negatively affect those who can benefit the most from digital delivery or from 
the use of digital tools to trade, namely MSMEs and women-owned traders,” the report says.

“India has experienced a digital boom at an impressive scale … that has ushered  
in corresponding economic benefits for the economy and people…”

+400% 60% 50% 50%
Growth in India’s 
share of global  
digital exports  
(1995 to 2015) 

Share of all Indian 
services exports  

that are digital (2021)

Indian MSME 
Share of all Indian 

exports (2021)

Approximate share  
of India’s digital 

exports bound for  
the United States

“The question for India is not “if ” but “how” and “by how much” its growth engine—the MSME 
sector—can take advantage of the potential benefits of cross-border digital transmissions.” 

A collapse of the WTO Moratorium could significantly undermine these potential benefits.

Source: The Impact of Cross-Border Digital Transmissions on the MSME Sector in India and the Benefits of the 
WTO E-Commerce Moratorium (igpp.in)

FOCUS ON INDIA
India Benefits Greatly From the Moratorium. India Is Also Uniquely 
Vulnerable to its Expiration. 

https://www.wto.org/english/res_e/publications_e/trade_in_serv_devpt_e.htm
https://www.wto.org/english/res_e/publications_e/dtd2023_e.htm
https://igpp.in/wp-content/uploads/2023/06/The-Impact-of-Cross-Border-Digital-Transmissions-on-the-MSME-Sector-in-India-and-the-Benefits-of-the-WTO-E-Commerce-Moratorium-.pdf
https://igpp.in/wp-content/uploads/2023/06/The-Impact-of-Cross-Border-Digital-Transmissions-on-the-MSME-Sector-in-India-and-the-Benefits-of-the-WTO-E-Commerce-Moratorium-.pdf
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Digital services imports and adoption of digital tools facilitate exports by small 
business. A survey of Indonesian Micro, Small, and Medium-Sized Enterprises (MSMEs) 
using digital services finds that small firms not only see increased sales and profits and 
are able to expand their payrolls, but they are also much more likely to export.

A study by the Indonesia Services Dialogue highlights the value of digitally enabled services to 
Indonesian small business. The study, Digital Adoption and Dependency on Digital Goods and Services 
in MSME: A Survey of MSME in Java and Bali, found that after MSMEs started using digital services, they 
saw revenues and profits increase by over 20 percent. MSMEs that used digital tools were also 4.6 times 
more likely to export abroad. 

 When countries consider whether to extend the Moratorium, it is important to 
consider not only foregone revenue related to tariffs, but also to undertake a broader 
cost/benefit analysis of the impacts across the economy and alternative revenue 
sources. Overall, the revenue implications of lifting the Moratorium are likely to be 
relatively small and would come at the expense of more significant gains in consumer 
welfare and export competitiveness.” 

Source: Andrenelli and Gonzalez, Electronic transmissions and international trade - Shedding new light on the 
moratorium debate, OECD Trade Policy Paper No. 233 (2019)

 [T]here are also considerable benefits to being able to conduct trade electronically 
which have often been overlooked in the Moratorium debate. If all goods that could be 
digitised were to become digitally transmitted today, consumer welfare would increase 
by USD 940 million... [B]usiness services, which are increasingly digitally delivered, are 
associated with growing export competitiveness [and]… most important for lower-
middle income and lower income countries.“

Source: Andrenelli and Gonzalez, Electronic transmissions and international trade - Shedding new light on the 
moratorium debate, OECD Trade Policy Paper No. 233 (2019)

According to the Initiative for Digital Africa, “the Moratorium and the associated Work Programme on 
Electronic Commerce have become a pillar of the Internet economy, enabling businesses—especially 
MSMEs—to grow and compete in the digital economy no matter where in the world they are physically 
located. The Moratorium advances this goal by keeping the Internet free from tariffs or other customs 
formalities. The Work Programme does so by providing a forum to address “trade-related issues relating 
to global electronic commerce, taking into account the economic, financial, and development needs of 
developing countries” with a focus on “addressing the digital divide, including for MSMEs.” The current 
state of play are well described in the Nov. 5, 2025 submission of the African, Caribbean and Pacific 
Group calling for the continuation of the Moratorium and Work Programme.”

https://www.isd-indonesia.org/storage/download/doc/isd-digital-adoption-and-dependency-on-digital-goods-and-services-in-msme.pdf
https://www.isd-indonesia.org/storage/download/doc/isd-digital-adoption-and-dependency-on-digital-goods-and-services-in-msme.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2019/11/electronic-transmissions-and-international-trade-shedding-new-light-on-the-moratorium-debate_492b22cb/57b50a4b-en.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2019/11/electronic-transmissions-and-international-trade-shedding-new-light-on-the-moratorium-debate_492b22cb/57b50a4b-en.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2019/11/electronic-transmissions-and-international-trade-shedding-new-light-on-the-moratorium-debate_492b22cb/57b50a4b-en.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2019/11/electronic-transmissions-and-international-trade-shedding-new-light-on-the-moratorium-debate_492b22cb/57b50a4b-en.pdf
https://initiativedigitalafrica.org/initiative-for-a-digital-africa-calls-for-continuation-of-the-e-commerce-moratorium-and-the-e-commerce-work-programme/
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Digital services imports benefit MSMEs and enhance job growth. Small companies 
that use imported digital services enjoy significant economic benefits, including 
an expanded work force, productivity gains, and enhanced production output in 
economies such as India and Indonesia. 

Research by Badri Narayanan Gopalakrishnan, The Impact of Cross-border Digital Transmissions on the 
MSME Sector in India and the Benefits of the WTO E-commerce Moratorium, found that every 1 percent 
rise in the amount of imported digital services used by Indian MSMEs is associated with a 0.4-0.8 
percent rise in MSME employment. 

Similarly, small businesses in Indonesia that use digital services stand to deliver greater output, 
enhanced labor productivity and increased employment, according to The Value of Cross-border Digital 
Transmissions to MSMEs in Indonesia: Implications for Participation in the WTO E-commerce Moratorium. 

Continuation of the Moratorium enhances predictable cross-border access  
to digital tools and knowledge that are critical to economic opportunity.  

With every 1% increase in use of digital imports by MSMEs:

India Indonesia South Africa

MSME Employment Rises by: +0.8% +0.42% +0.18%

MSME Economic Output: +0.2% +0.96% +0.47%

Please see links for additional details re methodology and definitions.

Sources: The Impact of Cross-Border Digital Transmissions on the MSME Sector in India and the Benefits of the 
WTO E-Commerce Moratorium (igpp.in); Value-of-Crossborder-Digital-Transmissions-to-MSMEs-in-Indonesia.
pdf (infisum.com); MSME-WTOMoratorium-SouthAfrica.pdf (infisum.com)

Quantitative Impact Analysis—Continuation of the Moratorium

If certain economies levy customs duties on electronic transmissions, and other economies  
retaliate in kind, the impacts could be severe. According to one analysis, impacts could include: 

GDP Losses

India Indonesia South Africa

–$1.9  
billion 

–$164  
million 

–$25  
million

Job Losses

India Indonesia South Africa

–1.3  
million jobs

–66,000  
jobs

–10,000  
jobs

Source: The Economic Losses from Ending the WTO Moratorium on Electronic Transmissions | (ecipe.org)

Quantitative Impact Analysis—End of the Moratorium

https://igpp.in/wp-content/uploads/2023/06/The-Impact-of-Cross-Border-Digital-Transmissions-on-the-MSME-Sector-in-India-and-the-Benefits-of-the-WTO-E-Commerce-Moratorium-.pdf
https://igpp.in/wp-content/uploads/2023/06/The-Impact-of-Cross-Border-Digital-Transmissions-on-the-MSME-Sector-in-India-and-the-Benefits-of-the-WTO-E-Commerce-Moratorium-.pdf
https://infisum.com/index.php/2023/12/08/the-value-of-cross-border-digital-transmissions-to-msmes-in-indonesia-implications-for-participation-in-the-wto-e-commerce-moratorium-2/
https://infisum.com/index.php/2023/12/08/the-value-of-cross-border-digital-transmissions-to-msmes-in-indonesia-implications-for-participation-in-the-wto-e-commerce-moratorium-2/
https://igpp.in/wp-content/uploads/2023/06/The-Impact-of-Cross-Border-Digital-Transmissions-on-the-MSME-Sector-in-India-and-the-Benefits-of-the-WTO-E-Commerce-Moratorium-.pdf
https://igpp.in/wp-content/uploads/2023/06/The-Impact-of-Cross-Border-Digital-Transmissions-on-the-MSME-Sector-in-India-and-the-Benefits-of-the-WTO-E-Commerce-Moratorium-.pdf
https://infisum.com/wp-content/uploads/2023/12/Value-of-Crossborder-Digital-Transmissions-to-MSMEs-in-Indonesia.pdf
https://infisum.com/wp-content/uploads/2023/12/Value-of-Crossborder-Digital-Transmissions-to-MSMEs-in-Indonesia.pdf
https://infisum.com/wp-content/uploads/2024/02/MSME-WTOMoratorium-SouthAfrica.pdf
https://ecipe.org/publications/moratorium/
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If the Moratorium lapses, MSMEs expect slower sales growth. Nearly two thirds of 
MSMEs surveyed in Kenya and South Africa say they would likely see a significant 
or moderate impact to potential growth if the Moratorium lapsed and they had to 
comply with new customs duty requirements. With added costs and additional 
customs requirements to navigate, most say they would also expect to become less 
internationally competitive. 

According to a study entitled The MSME Moratorium from New Markets Lab, which conducted surveys 
with over 400 MSMEs in multiple industries in Kenya and South Africa, the majority of those surveyed 
were not aware of the Moratorium’s existence or the potential for WTO members to let it expire. Three 
quarters (74 percent) said they did not have sufficient capacity to comply with additional customs 
administrative requirements. 

Digital services are of particular value to women. 

Women entrepreneurs surveyed in Latin America, the Caribbean, Africa, and Asia Pacific described 
digitally delivered services as an equalizing force, expanding their opportunities to export and join in global 
value chains, according to an October 2023 report from the Trade Experettes entitled, The E-commerce 
Moratorium and Women: How the WTO E-commerce Moratorium Impacts Women Across the World.

“Applying tariffs on electronic transmissions is likely to harm efforts to make trade more inclusive, 
whether it be low-income country exports or the exports of smaller or women-owned firms.” 

6 in 10 employed women now  
work in the services sector,  

including digital services.

Most rapid growth in low-income 
economies: 58% increase in female 

employment in services (since 2001).

“The E-commerce Moratorium … has been instrumental in the adoption  
of digital services by women-led or owned businesses.”

Sources: The World Bank and the WTO, Trade in Services and Development (2023); Trade Experettes, The 
E-Commerce Moratorium & Women (2024); OECD, Understanding the potential scope, definition and impact 
of the WTO e-commerce Moratorium (2023)

Implications for Digital Inclusion

 Imposing customs duties on electronic transmissions would reduce relevant digital 
trade and thereby lower its benefits. ... Tariffs raise the cost of inputs for production, 
with implications for business competitiveness. Customs duties on electronic 
transmissions would likely negatively affect those who can benefit the most from 
digital delivery or from the use of digital tools to trade, namely MSMEs and women 
owned traders.”

Source: WTO, IMF, OECD, UN, World Bank, Digital Trade for Development (2023)

https://www.newmarketslab.org/_files/ugd/095963_92f1c54facd4417987f52e5df2575617.pdf
https://www.tradeexperettes.org
https://www.tradeexperettes.org/ecommerce-2023
https://www.tradeexperettes.org/ecommerce-2023
https://www.wto.org/english/res_e/booksp_e/trade_in_services_and_development_e.pdf
https://static1.squarespace.com/static/5d7025a4a7115800013abe24/t/64fd2059b48a5e6f727ee101/1694310493858/The+E-Commerce+Moratorium+%26+Women.pdf
https://static1.squarespace.com/static/5d7025a4a7115800013abe24/t/64fd2059b48a5e6f727ee101/1694310493858/The+E-Commerce+Moratorium+%26+Women.pdf
https://www.oecd-ilibrary.org/docserver/59ceace9-en.pdf?expires=1708447146&id=id&accname=guest&checksum=48191F2F366E85C86FDAC53B1896F60B
https://www.oecd-ilibrary.org/docserver/59ceace9-en.pdf?expires=1708447146&id=id&accname=guest&checksum=48191F2F366E85C86FDAC53B1896F60B
https://www.wto.org/english/res_e/booksp_e/dtd2023_e.pdf
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Cost-benefit analysis underscores the net benefits of the Moratorium. Governments 
would not reap significant new revenue if the Moratorium were allowed to lapse. And 
new duties would cost more in the form of lost economic growth and a shrunken tax 
base than they would generate in additional tariff revenues.

A 2019 OECD study, Electronic Transmissions and International Trade - Shedding New Light on the 
Moratorium Debate, estimated that the amount of customs revenue governments forego due to the 
Moratorium amounts to a relatively small sum, only about 0.08 percent to 0.23 percent of overall 
government revenue. 

A cost-benefit analysis indicates developing countries see net benefits from maintaining the existing 
Moratorium, according to a study from the European Centre for International Political Economy (ECIPE), 
The Economic Losses from Ending the WTO Moratorium on Electronic Transmissions. 

Based on ECIPE’s projections, the theoretical adoption of customs duties would depress consumption, 
resulting in lower economic growth and a smaller tax base. And if many WTO members were to begin 
imposing duties on e-transmissions, the situation would be even worse: developing economies would 
stand to lose many times in economic growth what they would generate in customs revenues.

Developing and developed country organizations support continuation of the 
Moratorium. Over 200 civil society and industry organizations from across Africa, Asia, 
the Americas, Europe, the Middle East, and Oceania have called on WTO members to 
continue the Moratorium. These groups have noted that: 

The Moratorium is particularly beneficial to Micro, Small and Medium-Sized 
Enterprises (MSMEs), whose ability to access and leverage digital tools has 
allowed them to stay in business amidst physical restrictions and lockdowns. 
Failure to renew the Moratorium will jeopardize these benefits, as customs 
restrictions that interrupt cross-border access to knowledge and digital tools 
will harm MSMEs and the global supply chain—increasing digital fragmentation. 
As UNCTAD has explained, such fragmentation “reduces market opportunities 
for domestic MSMEs to reach worldwide markets, [and] ... reduces opportunities 
for digital innovation, including various missed opportunities for inclusive 
development that can be facilitated by engaging in data-sharing through 
strong international cooperation. ... [M]ost small, developing economies will lose 

opportunities for raising their digital competitiveness.”

 There is no tradeoff between open and inclusive digital trade. To the contrary: open 
trade supports developing countries’ inclusion in global digital markets.”

Source: Ruta and Jacubik, Why Digital Trade Should Remain Open (Dec. 2023)

https://www.oecd.org/en/publications/electronic-transmissions-and-international-trade-shedding-new-light-on-the-moratorium-debate_57b50a4b-en.html
https://www.oecd.org/en/publications/electronic-transmissions-and-international-trade-shedding-new-light-on-the-moratorium-debate_57b50a4b-en.html
https://ecipe.org/publications/moratorium/
https://globaldataalliance.org/wp-content/uploads/2024/01/01302024gdaglltrwtomora.pdf
https://globaldataalliance.org/wp-content/uploads/2024/01/01302024gdaglltrwtomora.pdf
https://unctad.org/system/files/official-document/der2021_en.pdf
https://www.imf.org/en/blogs/articles/2023/12/13/why-digital-trade-should-remain-open
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There are non-discriminatory tax alternatives to increase government revenue. In 
most cases, any potential loss of fiscal revenue due to the Moratorium on customs 
duties on e-transmissions can be compensated for by the use of non-discriminatory 
taxes, such as value-added tax (VAT) and goods and services tax (GST). (VATs and 
GSTs are non-discriminatory because they apply to both domestic and imported 
services). 

In 77 out of 106 economies evaluated, the use of VATs or GSTs would completely offset any potential 
foregone revenues resulting from the Moratorium, according to a report from the OECD, Understanding 
the Potential Scope, Definition and Impact of the WTO E-commerce Moratorium. On average, 
the amount of potential foregone customs revenue that could be attributed to the Moratorium is 
0.68percent of potential total customs revenue or around 0.1percent of overall government revenue. 

Allowing the Moratorium to lapse would generate greater policy uncertainty and reduce trade, with low-
income countries and smaller firms likely to suffer most, according to the OECD. 

 The moratorium does not affect governments’ capacity to generate revenue through 
non-discriminatory consumption taxes, such as VAT/GST. The adoption of VAT/GST 
systems has grown significantly in the last 30 years, and as of 2022, 174 economies 
had implemented such taxes, and more than 120 jurisdictions are either in the process 
of adapting or considering adapting their VAT administration to address the challenges 
posed by digitalization...” 

Source: WTO, IMF, OECD, UN, World Bank, Digital Trade for Development (2023)

 VATs are … more economically efficient [than customs duties] because they are:

•	 broad-based and exclude intermediate inputs, thus creating less distortions per 
dollar raised

•	 easier to administer as they build on existing tax infrastructure; and

•	 easier to implement, with extensive experience across all income groups”

Source: Ruta and Jacubik, Why Digital Trade Should Remain Open (Dec. 2023)

https://www.oecd.org/en/publications/understanding-the-potential-scope-definition-and-impact-of-the-wto-e-commerce-moratorium_59ceace9-en.html
https://www.oecd.org/en/publications/understanding-the-potential-scope-definition-and-impact-of-the-wto-e-commerce-moratorium_59ceace9-en.html
https://www.wto.org/english/res_e/booksp_e/dtd2023_e.pdf
https://www.imf.org/en/blogs/articles/2023/12/13/why-digital-trade-should-remain-open
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For governments that want to tax electronic transmissions, value-added taxes 
are more efficient and generate more revenue than tariffs. A study from the IMF 
estimates that at the global level, a VAT on electronic transmissions would yield about 
150 percent more potential revenue than tariffs.

The 2023 report by the IMF, Fiscal Revenue Mobilization and Digitally Traded Products: Taxing at the 
Border or Behind It?, concludes that non-discriminatory VATs are the preferred way to tax electronic 
transmissions. Because VATs are broad-based and exclude intermediate inputs, the study finds they are 
not likely to distort consumption and production decisions. 

VATs are also easier to implement and administer. Tax administrators can build on existing infrastructure 
that can be adapted to handle digital trade, while drawing on extensive international experience with 
VAT implementation. In contrast, little is known about implementing tariffs on electronic transmissions. 

 Tariffs [on electronic transmissions] also come with costs. They are associated 
with lower output and lower productivity and their burden falls mainly on domestic 
consumers, not foreign firms. They are also an unstable source of revenue. Alternatives 
exist in the form of non-discriminatory value added taxes or goods and services taxes.”

Source: Andrenelli and Gonzalez, Electronic transmissions and international trade - Shedding new light on the 
moratorium debate, OECD Trade Policy Paper No. 233 (2019)

Non-renewal of the Moratorium and Work Programme is likely to worsen regulatory 
fragmentation. These risks are captured in the World Bank’s 2025 Digital Trade 
Regulatory Readiness (DTRR) initiative, which analyzes 5,000+ regulatory measures 
and 13,000 data points across 121 economies. The World Bank states:

 If countries develop isolated digital trade frameworks, this could lead 
to marginalization of certain economies and the formation of suboptimal 
regulatory blocs that hinder seamless cross-border digital transactions. 
To avoid this, fostering international regulatory cooperation is essential. 
Alignment with global best practices—through multilateral agreements  
(e.g., WTO e-commerce negotiations), regional initiatives, or bilateral 
dialogues—can help ensure a cohesive and inclusive digital trade ecosystem. 
Such coordination is crucial in preventing trade inefficiencies, reducing 
compliance burdens, and enabling all economies to fully benefit from the 
digital economy.”

Source: https://www.worldbank.org/en/data/interactive/2025/09/10/digital-trade-regulatory-readiness-dtrr-
database

https://www.imf.org/en/publications/imf-notes/issues/2023/09/07/fiscal-revenue-mobilization-and-digitally-traded-products-taxing-at-the-border-or-behind-it-538487
https://www.imf.org/en/publications/imf-notes/issues/2023/09/07/fiscal-revenue-mobilization-and-digitally-traded-products-taxing-at-the-border-or-behind-it-538487
https://www.oecd.org/content/dam/oecd/en/publications/reports/2019/11/electronic-transmissions-and-international-trade-shedding-new-light-on-the-moratorium-debate_492b22cb/57b50a4b-en.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2019/11/electronic-transmissions-and-international-trade-shedding-new-light-on-the-moratorium-debate_492b22cb/57b50a4b-en.pdf
https://www.worldbank.org/en/data/interactive/2025/09/10/digital-trade-regulatory-readiness-dtrr-database
https://www.worldbank.org/en/data/interactive/2025/09/10/digital-trade-regulatory-readiness-dtrr-database
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Value-Added Taxes v. Customs Duties

VAT / GST
CUSTOMS DUTIES ON ELECTRONIC 

TRANSMISSIONS

Higher revenue potential: Potential revenue 
from VAT is 150% higher than from customs 
duties on electronic transmissions.

Low revenue potential: Between 0.01% and 
0.33% of overall government revenue for 
developing economies

Less distortive: Taxes on domestic 
consumption benefit from a broader base of 
economic activity, resulting in fewer distortions 
to production and consumption decisions, lower 
revenue instability, and greater gains in revenue 
generation.

More distortive: Customs duties on electronic 
transmissions would negatively affect those 
who can benefit the most from digital delivery 
or from the use of digital tools to trade, namely 
MSMEs and women-owned traders.

Legal predictability: The adoption of VAT 
systems has grown significantly in the last 
30 years. As of 2022, 174 economies have 
implemented such taxes, and more than 120 
jurisdictions are adapting or considering 
adapting their VAT administration to address 
the challenges posed by digitalization.

Legal uncertainty: No country has successfully 
implemented a framework to collect and 
enforce customs duties on transient electronic 
transmissions. 

Adapted for the digital environment: VAT 
administration has been adapted successfully 
to the challenges of digitalization, across 
economies in all income groups, as authorities 
in many economies have sought to secure their 
domestic tax bases.

Not adapted for the digital environment: 
Customs duty frameworks are not easily 
administrable to ephemeral electronic 
transmissions. This implies significant legal 
risk for governments and traders alike. High 
administrative and technical costs will reduce 
the net revenue collected.

Fewer unintended impacts for domestic 
producers: The VAT is widely seen as an 
effective and efficient way to raise revenue, 
especially if it has a broad base comprising all 
final consumption and a single standard rate. 

More unintended impacts for domestic 
producers: Tariffs raise the cost of inputs 
for production and their cost falls largely on 
domestic firms and consumers. Such effects 
can create significant distortions, biasing 
business decisions towards other intermediate 
inputs.

Fewer legal risks: Moratorium does not affect 
governments’ capacity to generate revenue 
through non-discriminatory consumption taxes, 
such as VAT.

More legal risks. Commitments in the GATS, 
RTAs, and bilateral tax treaties may prohibit 
or restrict the imposition of customs duties. 
Tariff bindings and obligations under the GATT 
and the Valuation and ILP Agreements impose 
further conditions. 

Source: IMF, OECD, UN, World Bank, World Trade Organization, Digital Trade for Development (2023); IMF, Fiscal Revenue 
Mobilization and Digitally Traded Products: Taxing at the Border or Behind It? (2023)

https://www.wto.org/english/res_e/booksp_e/dtd2023_e.pdf
https://www.imf.org/en/Publications/IMF-Notes/Issues/2023/09/07/Fiscal-Revenue-Mobilization-and-Digitally-Traded-Products-Taxing-at-the-Border-or-Behind-It-538487
https://www.imf.org/en/Publications/IMF-Notes/Issues/2023/09/07/Fiscal-Revenue-Mobilization-and-Digitally-Traded-Products-Taxing-at-the-Border-or-Behind-It-538487

