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ABOUT ETSY

Etsy is a global marketplace for unique and creative goods. Our mission is to keep
commerce human and we’re committed to using the power of business to strengthen
communities and empower people. Our marketplace provides a platform to enable a
global community of sellers to market and sell their goods to buyers around the
world, who come to Etsy to be inspired and delighted by items that are crafted and
curated by creative entrepreneurs.

Etsy has long functioned as a pathway to entrepreneurship, by creating opportunities
for people who might not have started a business otherwise. Etsy’s marketplace
represents microbusinesses, primarily shops of one owner, selling handmade,
vintage, and second hand goods. Our sellers pursue their passions, work for
themselves, and define success on their own terms. Yet despite their small size, their
economic impact is considerable. Together, sellers on Etsy’s marketplaces sold $13.1
billion in goods in 2023 alone. In terms of our business model, Etsy’s marketplace
does not take possession, inspect, design, set prices, or distribute products, and our
customers understand they are purchasing goods directly from individual sellers who
market their goods and their businesses on our platforms.

Overall, there are nearly 630,000 active Etsy sellers in the European Union and tens
of millions of EU buyers. Notably, across our major European markets (France, and
Germany), 77-83% of our sellers are women, 80-92% of sellers consider themselves
as businesses of one, nearly all (93-95%) run their creative businesses out of their
homes, and 42-50% live in rural areas.’ These are characteristics that are appreciated
by our seller community when deciding to open a shop on Etsy. When our sellers
succeed, we succeed; so we have a strong interest in making sure that creative
makers — on and off Etsy — have a clear on-ramp to start and grow their businesses.

INTRODUCTION

Etsy welcomes the opportunity to provide our initial feedback on the European
Commission’s proposal to review the Union Customs Code (UCC). We appreciate and
support the Commission’s goal to strengthen the legal framework for customs and
simplify the customs processes for businesses.

We believe that in order to fully realize the Commission’s ambition to modernize EU
customs and address perceived e-commerce challenges effectively, it is imperative
that any upcoming measure avoids imposing onerous trade burdens on small
businesses, in particular microbusinesses who are often individual creatives, artisans
or makers on Etsy. We also believe that any reform efforts should avoid a
one-size-fits all set of policy prescriptions that could advantage the largest most
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dominant platforms at the expense of the smallest sellers using small and mid-sized
platforms. Enabling small businesses, in particular microbusinesses, to sell online
and cross-border is crucial, as these businesses contribute significantly to the EU's
economic recovery and growth.

ETSY’S FEEDBACK ON THE UCC REVISION

Etsy believes that we have a responsibility to help protect small sellers who are often
overlooked by other stakeholders and ensure they remain competitive with their
much larger counterparts in the fast changing regulatory environment in the
European Market. The vast majority of our sellers consider themselves as businesses
of one working out of their homes, one in four of which are in rural communities.
Many Etsy sellers have the opportunity to start exporting goods from the moment
they open their shops. This ease of entry to the market opens them up to more
buyers, contributing to their financial success. Our main priority is to support a
revised legal framework that simplifies customs processes for all stakeholders
involved in the logistics chain, without discouraging or precluding small businesses,
in particular microbusinesses, from selling online. To this end, we submit the
following comments and recommendations.

(1) The de minimis €150 threshold should be maintained, if not
significantly increased, to facilitate trade amongst trading
partners

While we fully support the Commission’s goals of cracking down on fraud and abuse,
including bringing illicit goods into the EU, we believe that doing away with the
current de minimis threshold sets a very dangerous precedent which may be copied
in other jurisdictions. De minimis exemptions tailored to support genuine
microbusinesses are a powerful tool to help small creatives, artisans and makers
navigate cross-border trade. Etsy sellers rely on the de minimis channel to import
and export products from our many trading partners to sustain their small
businesses and generate supplemental revenue streams.

It is imperative that policymakers consider the following risks and consequences of a
blank removal of the €150 threshold:

e  Higher complexity and trade compliance costs borne by small businesses, in
particular microbusinesses, act as a barrier to enter new international
markets. Removing the de minimis regime increases this cost and thus
reduces the scope of internationalization of small businesses which EU
consumers highly value.

e More red tape and costs as the 25% on collected customs duties retained
by each individual Member State will not offset the collection costs incurred
to national customs authorities. As explained below, removal of the
threshold will result in an increased burden on customs administrations
and economic operators, negatively impacting small businesses who rely
primarily on postal services. An effective de minimis framework avoids red
tape on imports of low value goods, and simplifies the customs entry
process for the genuine small seller.

e An elimination of the current de minimis threshold would contravene
both the letter and the spirit of the World Trade Organisation’s



Trade Facilitation Agreement (TFA), potentially attracting scrutiny
from trading partners.

An increased burden on customs administrations and economic
operators (e.g. parcel and express delivery service providers) for low-value
parcels would result in increased clearance processing times, and therefore
longer delivery times (especially during peak holiday periods).
This could especially harm Etsy sellers who ship their items directly - often
via post - and do not rely on expensive fulfillment services offered by the
largest and most dominant e-commerce platforms.

An effective reform requires seamless coordination between VAT and
customs. We strongly believe that working toward an effective solution
will only work once all the issues with the IOSS are ironed out
before adding duties into the mix. We appreciate the Commission's work
under the VAT in the Digital Age (ViDA) proposal currently being
undertaken with stakeholders like ours to find a workable solution.
Similarly, there will be the issue of double duty and double tax (when a
marketplace charges VAT/duties and the seller does not pass this
information onto the carrier) along with the additional handling fee that
is imposed by carriers when they need to collect. The handling fee is
expected to be accompanied by extensive delays for collections
coordination, and high rates of rejection and returns, with ignored requests
for payment which will surge the undeliverables/returns even higher. From
our experience with the IOSS VAT, we foresee additional costs to the
marketplace if buyers have a complaint, given that we would be their first
point of contact in these scenarios. This will lead to an overly complicated
e-commerce experience and ultimately harm the smallest sellers.

EU exports flows may also be impacted if large trading partners
retaliate, impacting the EU’s key role in global trade. In the United States,
many leading proposals seeking to reform small package de minimis trade
would reset the $800 US de minimis level to be reciprocal with that of its
trading partners. Thus, by eliminating the €150 threshold, the EU would
expose billions in de minimis trade from millions of Europeans to higher US
duties and customs.

Considering the current inflationary crisis, EU consumers buying
non-EU items would ultimately be impacted by higher prices as
products would need to be priced higher to accommodate the new financial
and collection of duty charges and incremental VAT imposed on all dutiable
imports, regardless of value. Returns add further complexity to this system.
Getting duty drawbacks is a complicated and manual process for customers
and governments (if not nearly impossible), ultimately resulting in higher
prices for consumers and overwhelming existing government processes.
While undervaluation in light of the large volume of small packages
entering the EU is valid and concerning, a de minimis removal is unlikely to
fully address this problem. Suppliers of low value goods could still declare a
lower value to keep the duty impact as low as possible. Even if the deemed
importer scheme partially mitigates the problem, bad actors will still
have various means of avoiding customs duties and taxes, such as
filing false information in the customs declaration. Undervaluation may be
tackled most effectively by identifying businesses and/or country trading
partners that present higher risks and require audits and penalties. The
source of the problem should be addressed in a targeted way. Moreover, we
propose the EU develop a universal system that would allow postal



carriers (including postal) to scan a QR code, from either seller or
buyer, to determine whether the goods have already had tax and duty
charged via a marketplace (ensuring that the value of the item is not the
intrinsic value but the value paid at checkout). This would potentially
address both the double-taxation and undervaluation concerns.

Etsy recommendation: While the de minimis threshold may be perceived as a
loophole for fraudsters, policymakers cannot steer away from the value of this tool
as a trade facilitator. Instead, we recommend that any such efforts to tackle
the issue remain targeted at the source of the problem. The UCC reform’s
Impact Assessment® quotes several statistics alluding to the highest rates of
non-compliant products entering from China3. The EU should therefore focus
on international cooperation in customs matters, in particular with
China. This approach is already being carried out with regards to trade with
China and the ongoing anti-subsidy investigation into Chinese electric vehicles.
The fact that Chinese e-commerce players are unfairly benefitting from the current
framework can be counterbalanced by better data collection along the
import value chain envisioned in the proposal via the EU Data Hub
and the existing ICS2 (security), which will allow customs authorities to
pinpoint where the abuse is coming from and target solutions accordingly.
Customs authorities will therefore have a rather complete picture of the supply
chain without the need to remove the de minimis customs duty.

Removing the de minimis altogether would come at the expense of the
abovementioned risks, and most concerning, at the expense of genuine small
creators that are trying to find their place in the international arena and currently
find great support by EU consumers. The European Parliament in fact removed
the language around the removal of the EUR150 de minimis threshold in its
adopted position (see amendment to Recital 48).

Ultimately, we recommend the de minimis threshold be raised
significantly with acceptable trading partners (e.g. US being the EU’s
largest trading partner), with more constraints on partners such as
China. The overall potential welfare gains have been widely demonstrated by
countries with much higher de minimis thresholds.

2

https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=SWD:2023:0140:FIN:EN:
PDF

3 Over the period 2016-2021, dangerous toys found on the EU market represented
more than a fourth of total RAPEX / Safety Gate alerts, with a significant proportion
of unsafe toys originating from non-EU countries (85% from China alone).
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(2) The ‘deemed importer’ status should be limited to fiscal liabilities
regarding products imported into the EU

The draft UCC reform imposes full customs duty liability (fiscal and non-fiscal) on
marketplaces which are not proportionate to the role of different existing
cross-border business models in the e-commerce space. Marketplaces undoubtedly
play a key role in e-commerce transactions. When it comes to pure third party
marketplaces such as Etsy, we do not have physical access to the goods. However, we
can still play a role in terms of enhancing the process via shipping labels and building
relationships/partnerships with carriers. We nonetheless rely on data provided by
sellers to classify transactions, and have limited capacity for verifying the complete
accuracy of the data. E-commerce platforms that store, ship and fulfill items have a
very different type of access to this data and may well be placed to hold higher
responsibilities that match their operational capabilities. This disparity in
information by different types of online marketplaces is an unbalanced scenario in
addition to the capabilities of customs authorities with access to import data to be
included in the proposed EU Customs Data Hub and other sources of information. A
narrower scope of liability would be more appropriate for marketplaces that do not
take physical possession of the goods.

Etsy recommendation: specific rules on customs duty calculation,
determination of origin of goods, valuation, and ways to connect trade data
between foreign sellers, marketplaces, EU customs and consumers, are key to
ensure the proposed reform works in practice and that the ‘deemed importer’
obligations are proportional. This will require detailed technical discussions
amongst all players involved. To this end, we:

e propose limiting the liability of deemed importers to
fiscal/tax-related issues, and only where those issues are within the
marketplace’s direct control. This would involve: online marketplaces
collecting and sharing seller-provided data, exercising reasonable due
diligence, and calculating and remitting duties based on the data
provided. We strongly recommend the adoption of a good faith clause
similar to the e-commerce VAT package measure set out in Article 5¢ of
Regulation 282/2011. When it comes to non-fiscal compliance, the EU
has already approved the ‘responsible person’ requirement under the
General Product Safety Regulation (GPSR), which means marketplaces
facilitate seller compliance via our interface, but are not directly
responsible for the accuracy of the information. The UCC reform should
not conflict with the established frameworks of the DSA and GPSR when
it comes to liability of sellers and their products to avoid conflicting
diverging requirements.

¢ welcome the simplifications proposed in the draft proposal,
including the tariff buckets, optional origin rules, simplified customs
value However, these need to be further refined in close consultation
with impacted businesses to make the revised scheme workable.
Potential improvements may include limiting the number of tariff
buckets to a maximum of three (e.g., as in Canada) or introducing a flat
rate; and allowing the use of preferential schemes in the solution.




e recommend unrestricted access to the mechanism that would
allow us to calculate and submit the total amount of import
duty on a monthly basis. Daily calculations would be extremely
burdensome. Detailed conditions for obtaining this authorisation should
be released as soon as possible. Additionally, introducing a legal
presumption that EU marketplaces automatically qualify for such
authorisation without additional conditions would provide much-needed
clarity and reduce administrative burdens. Moreover, in order to for a
marketplace like ours to effectively collect and remit we would:

o call for the exemption of the charge/fee for the
“collection of duty/tax” by the carrier from VAT. This
cost is extremely variable and generally unknown at the time of
purchase - making calculation, collection and remittance of total
VAT on an unknown amount impossible to accurately calculate
for the marketplace.

o require the ability for the buyer to prove to the delivery
carrier that VAT/duty was already collected so they do
not have to pay again to receive the parcel; and/or the ability for
the marketplace to get a refund on the VAT on the occasion we
refund (if the buyer paid the carrier the VAT, Etsy can then
refund the buyer on the basis of the conditions laid out here).

e As previously mentioned above, propose the EU develop a universal
system that would allow postal carriers (including postal) to
scan a QR code, from either seller or buyer, to be able to determine
that the goods have already had tax and duty charged via a marketplace.
This would address both the double-taxation and undervaluation

concerns, while allowing for more effective collection/remittance on our
behalf.

(3) Marketplaces need open dialogue and clarity regarding the data
sharing obligations

As the details of the EU Customs Data Hub are yet to be set out in implementing acts,
we do not have a clear understanding of the specific data requirements marketplaces
will need to fulfill. We strongly recommend early discussion regarding the potential
scope of data to be provided by deemed importers. The following elements need to be
accounted for under any circumstance:

e data should be limited to what is strictly necessary to collect the tax,
perform the deemed importer role, and avoid duplication;

e data must be secure against unlawful access and unauthorized
disclosure;

¢ marketplaces should also have access to customs data for fraud
prevention purposes to enable them to identify and address potentially
fraudulent activity. Given that marketplaces’ IOSS Tax ID numbers are not
secret, marketplaces should not be held liable for fraudulent entries against
its ID number. Only where marketplaces have access to data, such as the list
of all usages of its Tax ID, would marketplaces be able to help flag
fraudulent use of Tax IDs to allow the EU to identify the offending parties.



e  We understand that deemed importers will be responsible for providing
distance sales import information at the latest on the day following the date
of payment acceptance and in any event prior to the release of the goods.
Given that marketplaces act only as data collectors and transmitters, we
propose adding a caveat that this requirement should apply only
to the extent that the deemed importer is aware of the payment
acceptance date or the date the goods were released.

Overall, it is imperative for marketplaces to have an opportunity to review the details
in the implementing regulations with reasonable time for consultation purposes
prior to the law coming into effect. As a marketplace, we can play an active role
together with other stakeholders in securing borders against counterfeits and unsafe
products and are committed to cooperating with customs authorities in sharing
already collected data with the aim of protecting European consumers and reducing
fraud. This information sharing would be most effective where customs and tax
authorities are in greater communication as they may already possess much of this
data. For Etsy as a marketplace, we require clearer guidelines to ensure the data
collection is targeted and meaningful and adequately addresses the issues the UCC
reform proposal is trying to address. This early dialogue and engagement will allow
marketplaces to assess the proposed data requirements, identify potential challenges,
and suggest possible improvements.

CONCLUSION

Etsy remains committed to contributing to a simplified and strengthened framework
for customs, and to being a collaborative partner to policymakers seeking to find
pragmatic solutions to the collective challenges we face. We are hopeful our
experiences and suggestions are useful as policymakers consider these difficult and
complex problems, and offer ourselves as a resource and partner in developing new
solutions to foster trade practices that ensure small entrepreneurs, microbusinesses
and the market of handmade unique goods continue to thrive in the Single Market.
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