COMMENTS OF ENRON CORPORATION

TO THE

ADVISORY COMMISSION ON ELECTRONIC COMMERCE 
Summary

Enron urges the Commission and all government officials to recognize that the Internet’s phenomenal growth and success to date is due primarily to the hands-off approach of potential regulators.  While the Internet’s potential to facilitate global trade, spur economies, and increase wealth is staggering, e-commerce itself still is in its infancy.  Enron is concerned that the imposition of taxes or similar fees on e-commerce at this crucial early stage of its development could hinder the growth and acceptance of Internet-based commercial transactions.  Thus, it is simply too soon for lawmakers to risk interfering in this rapidly growing and changing marketplace.
Discussion
Pursuant to the Advisory Commission on Electronic Commerce ("Commission") request for Comments, 64 Fed. Reg. 44183, Enron Corporation appreciates the opportunity to comment on the important issues currently under the Commission’s review: the development of electronic commerce and the growing debate over Internet taxation.  Enron is a global company specializing in the provision of natural gas, electricity, and communications infrastructure and operations, which generate annual revenues of $31 billion.  

Enron strongly values and encourages the rapidly increasing global interconnectedness that has produced tremendous economies of scale both for Enron and for businesses generally.  Undeniably, the Internet has fueled (and, in large part, enabled) the growth of global markets for numerous commodities and services.  It has become a ubiquitous platform that will serve as the worldwide foundation for the next century’s communications and commercial activities.  Its potential is staggering and should not be undermined by shortsighted interference with its operations.

The Commission and responsible government officials must recognize that the single most important factor contributing to the Internet’s phenomenal success has been the hands-off approach of potential regulators.  Currently, the United States leads the world in on-line sales of goods and services at least in part because of the non-regulated nature of the Internet, including the freedom from aggressive multi-jurisdictional taxes.  This unique model has created a powerful economic engine that has dramatically and fundamentally changed the economy of the United States and the world.   

E-commerce, however, still is in its infancy.  Enron is concerned that the imposition of costly and burdensome taxation or similar requirements on e-commerce at this crucial early stage of its development could hinder the growth and acceptance of Internet-based commercial transactions and, thereby, deny the public the myriad benefits that could be delivered by the fastest growing commercial medium ever.  The economic growth generated by e-commerce will manifest itself in more and better jobs, increased investment, and greater wealth (both individual and corporate). Governments (federal, state and local) ultimately will share in these benefits, but to realize them, governments must look to new policies that promote e-commerce rather than old paradigms of taxation that will surely impede the Internet’s growth.  

Thus, while lawmakers are wise to monitor the development of e-commerce, it is simply too soon for them to act.  An effective taxation regime requires a comprehensive understanding of the affected markets and industries, yet the Internet marketplace is still in an early developmental phase and exhibits factors unique to the electronic environment.  For example, Internet transactions are frequently characterized by their low cost and high speed of completion.  As a result, the burden of analyzing tax provisions to determine how they might affect a given business transaction—how much money is owed by whom to whom—and implementing the appropriate mechanisms to assess and collect the tax alone could render a transaction unreasonably complex and expensive even before the tax is paid.  This would be especially problematic where the subject of the transaction is information, which itself historically has not been subject to taxation.

In particular, Enron is deeply concerned that businesses will be penalized for providing differentiated, innovative services simply because their method of revenue collection and sharing among disparate providers was not anticipated by the drafters of a given tax provision.  For example, with Enron Communications’ ePowered ™ Media Cast, an offering that enables the distribution of high-bit rate video over the Internet, revenue is transferred and compensation generated among the participating parties at multiple points in the delivery process: from the broadcaster to Enron which distributes the signal, from Enron to the ISP to offer the content to its customers, and finally from the customers to the ISP for the transaction or for monthly service.  The customer then plays the content with licensed software and views a picture of much higher quality than is possible on most networks today.   Inappropriate taxation of some (or all) of these stages of the ultimate commercial transaction would risk disrupting this revenue sharing arrangement and potentially could render similar multi-provider arrangements infeasible.  This, in turn, could deprive consumers of the benefits of innovative new products delivered in creative ways that take full advantage of the capabilities of e-commerce.  

Accordingly, Enron urges the Commission to carefully consider the implications for the public and the global economy of any proposal to impose new, different, or discriminatory taxes on e-commerce.  
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