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Advocate Summary

Issue: Internet Sales Taxes

Ben Isaacson

Association for Interactive Media (AIM)

1430 Broadway, 8th Floor

New York, NY 10018

202-955-5030 (DC office)

212-790-1405 (NYC office)

Secondary Interview

July 14, 2000

Interviewer: David Kimball

Basic Background

· See interview summaries with JCPenney (adv80001) and National Retail Federation (adv8002) for more background.  The basic issue is whether to require Internet companies and other agents of remote commerce to collect sales and use taxes on the items they sell.

· Stan Sokul, a member of AIM’s board of directors, was appointed to the Advisory Commission on Electronic Commerce (ACEC), which made recommendations against applying sales and use taxes to Internet commerce.

· House passed a 5-year extension of the Internet tax moratorium in May, 2000.

· Senate action on extending the moratorium has been blocked.  It is stuck in the Senate Commerce Committee.  Sen. Bryan (D-NV) has offered an alternative bill that would extend the Internet tax moratorium AND apply sales taxes to Internet and remote commerce.  Bryan’s bill is being discussed, but Isaacson says it won’t pass either.

· This issue is “probably dead for this year,” and it will be revived with heated debate as soon as the next Congress begins business.

Prior Activity on the Issue

· Worked with Stan Sokul to influence the ACEC report and recommendations.

Advocacy Activities Undertaken

· Get our members to talk to their legislators in Congress about our position and our arguments.

· Get our members to write letters to their state governor about our position and our arguments.

· Write op-eds and white papers explaining our position.

Future Advocacy Activities Planned

Nothing different than current activities mentioned

Key Congressional Contacts/Champions

None mentioned

Key State Champions

None mentioned

Targets of Direct Lobbying

U.S. Senate

Commerce Dept. 

Federal Trade Commission

Targets of Grassroots Lobbying

U.S. Senate

State governors

Coalition Partners (formal)

Direct Marketing Association, of which AIM is an independent subsidiary

Informal Allies/Partners

None mentioned

Main Arguments and Evidence

1. It is not technically or economically feasible for most e-businesses to collect sales and use taxes, so requiring them to do so would put many e-businesses out of businesses.

2. We need to clarify the “nexus” concept and codify the Supreme Court’s Quill decision (which requires collection of sales taxes only if the company has a “nexus” or physical presence in the state where the buyer lives).

3. We need a “complete overhaul” of the entire sales tax system before deciding other issues about which businesses have to collect sales taxes.  The sales tax system, created in the Depression, was not made to handle e-commerce, and it can’t.  There are over 6,000 sales tax jurisdictions in this country, and Internet businesses cannot reasonably keep track of them all.  We need a simplified sales tax system, such as one with a constant sales tax rate for each state or zip code, although states do not want to do this.

4. The growth of Internet business has not caused a shortfall in local and state government sales tax revenues.  The booming economy, fueled by Internet commerce, has swelled state and local government revenues.

Secondary Arguments and Evidence

1. Consumers will buy less on the Internet if sellers are required to impose and assess sales taxes (AIM commissioned 4 bizrate.com surveys on this point).

2. Internet businesses don’t have an advantage over local stores because shipping costs on Internet commerce usually come out to be what consumers pay in sales taxes at local stores.

Targeted Arguments, Targets and Evidence

We point legislators to businesses in their state or district that would be out of business if they were required to collect sales taxes.

Nature of the Opposition

· State and local governments

· Many traditional brick-and-mortar retailers

· Shopping malls

Major Arguments and Evidence Articulated by Opposition

1. Fairness.  All types of commerce should be taxed the same, and the current system puts brick-and-mortar retailers at a disadvantage.

2. State and local governments will lose revenue as the Internet grows.

Secondary Arguments and Evidence Articulated by the Opposition

None mentioned

Targeted Arguments and Evidence Articulated by the Opposition

None mentioned

Described as a Partisan Issue

Not a partisan issue.

Venues of Activity

U.S. House of Representatives

U.S. Senate

ACEC – before commission issued its final report in April, 2000

Action Pending or Taken by Relevant Decision Makers

Will Senate pass Internet tax moratorium extension bill this year?  House passed it in May, 2000.  Current Internet tax moratorium runs out in October, 2001.

Policy Objectives and Support for/Opposition to the Status Quo

AIM supports the status quo.

Advocate’s Experience: Tenure in Current Job/Previous Experience

Worked in constituency service for Rep. Tom Barrett (D-WI) and then co-founded AIM when it was the Interactive Television Association.  Became Executive director of AIM 1.5 years ago.

Reliance on Research: In-house/External

· Commissioned 4 polls of Internet shoppers from bizrate.com on the likely reaction from shoppers if Internet businesses had to collect sales taxes.

· Made use of Ernst and Young study showing that the growth of Internet sales has had “minimal effects” on the collection of state and local sales taxes.

· Made use of other external research: (1) Austin Goolsby report by the University of Chicago, (2) study by the on-line shopping council.

Number of Individuals Involved in Advocacy

· 6 registered lobbyists

Units in Organization Involved in Public Affairs/Policy

1 govt. affairs branch with 6 registered lobbyists

Advocate’s Outstanding Skills/Assets 

Didn’t ask

Type of Membership: None, Institutions, Individuals, Both

Institutions – companies that do business on the Internet

Membership Size

Over 400 corporate members.  We are the largest Internet trade association

Organizational Age

7 years (founded in 1993).  AIM was founded as the Interactive Television Association.  In 1995, the name changed to AIM as it shifted its focus to the Internet.

The Direct Marketing Association acquired AIM in 1998.  AIM is now an independent subsidiary of DMA.

Miscellaneous

Documents:  info from web site – press releases on bizrate.com studies and op-ed by Isaacson.

Web site: www.interactivehq.org (Association for Interactive Media) www.the-dma.org (Direct Marketing Association)

Follow-up in January 2001
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