November 15, 1999

Advisory Commission on Electronic Commerce

3401 North Fairfax Drive

Arlington, VA 22201-4498


Dear Commission Members:


I write on behalf of the Government Finance Officers Association (GFOA) in strong support of the Streamlined Sales Tax System for the 21st Century, or “zero-burden,” proposal submitted by the state and local government organizations.  GFOA is a professional organization of over 14,500 elected and appointed state and local government officials and public finance practitioners.


The technology revolution in commerce has presented both challenges and opportunities for citizens and state and local governments throughout the nation.  State and local governments, which rely on the Internet for telecommunications and the improved delivery of services, support its continued development.  However, the continued viability of state and local revenue systems, which support essential safety, health, educational and environmental services is also essential to a healthy national economy.


The “zero-burden” system developed by state and local government organizations rises to the challenge and provides a solution for the simplification of revenue administration.  This initiative demonstrates a commitment by state and local governments to resolving problems with policy solutions that work in the new economy.  It would radically simplify the current state and local government collection system for sales and use taxes.  GFOA supports this proposal for a variety of reasons, but particularly because of the following:

· The plan is voluntary.  The plan does not depend on action or intervention by the federal government, but allows state and local governments and business participants to enter into voluntary agreements based on incentives for all participants.

· Relaxation of collection burdens.  The plan does not require retailers to undertake the collection duty, but relies instead on a third party processor who would be responsible for the administration of the tax collection duty.  Additionally, state and local governments will be responsible for paying all costs associated with the system so that costs will not be imposed on participating sellers.

· Simplification.  The proposal calls for phased-in simplification that will lead to uniformity in classification systems, definitions, and audits.

· Fairness.  The voluntary system will be extended to all states and localities and to all remote sellers, leading to equity among jurisdictions, products, and vendors, including Main Street retailers, regardless of their locations.

· Economic Stability.  The plan establishes a fair and efficient system that preserves stability in regional and local economies throughout the nation and ensures a level playing field for all commerce to thrive.

· Preservation of State and Local Fiscal Authority and Revenues.  Under this proposal, state and local governments retain the ability to make their own decisions regarding taxation within each jurisdiction.  In addition, revenue bases are maintained so that radical changes or the inequitable redistribution of the tax burden does not occur.

In addition, the Streamlined System meets every criteria established at and subsequent to the September 1999 Advisory Commission meeting with regard to the request for proposals related to alternatives to the current system of taxation of electronic commerce and the simplification of sales and use taxes.

We urge the Commission to recommend a streamlined system for the collection of sales and use taxes on remote transactions.  We urge you to endorse the state and local government solution submitted to this Commission, which will preserve state and local sovereignty and enhance the ability of U.S. firms to compete in the global economy.

Please contact Betsy Dotson, Director, GFOA Federal Liaison Center, at 1750 K Street, NW, Suite 350, Washington, DC 20006, 202/429-2750, BDotson@gfoa.org, for additional information.

Sincerely,

Jeffrey L. Esser

Executive Director
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