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Tandy Corporation, the parent company of RadioShack, America’s largest chain of consumer electronics stores, respectfully submits these comments concerning  the mission of the Advisory Commission on Electronic Commerce, pursuant to its invitation of August 12, 1999.  In addition to its 7,030 company-owned and affiliated dealer operated RadioShack stores in nearly every community in America, Tandy also participates in internet commerce through its RadioShack.com division.

Tandy actively supported the passage of the Internet Freedom Act of 1998, out of concern that taxation by many jurisdictions might stifle this important emerging method of transmitting information and commerce.  Indeed, in our home state of Texas, the state Comptroller chose to classify most phases of internet activity as “data processing services,” which is subject to the state sales tax.

Tandy also agreed with the wisdom of forming this Commission to advise Congress on the policy principles it ought to apply to internet taxation in the future.  While we were dismayed that, contrary to the intent of Congress, not a single Main Street (brick and mortar) retailer was appointed to serve on the Commission, we were comforted in the appointment of Governor Gilmore to Chair the Commission because of  his widely known support of  America’s technological infrastructure and his reputation for fairness.  Additionally, we are impressed with the qualifications of the other appointees.

Tandy believes the work of the Commission, and the subsequent action, if any, by Congress, will have far reaching effects, not only on the future of the internet, but also on whether the U.S. will continue to grow faster than other world economies.

Tandy herein divides its comments into two parts; first, dealing with whether remote sales of goods on the internet should be subject to state sales and use taxes, and second, what we might call infrastructure taxes, such as “bit” taxes, taxes on internet access and other services supporting the internet.

Sales and use taxes on remote commerce transactions:

It is a difficult proposition for Tandy and RadioShack to endorse any type of consumption taxes on the sales of consumer goods for the mass American market.  Indeed, because of the regressive nature of sales taxes, those with the least ability pay a disproportionate share of the tax burden.  Further, with more than 7,000 local taxing jurisdictions imposing sales taxes, no two of which are exactly alike in application, the tax collecting services retailers provide on behalf of government for little or no compensation adds tremendously to the administrative burdens of retailers, in addition to the filing of thousands of local tax reports each year.

But for us, the issue has become one of equal treatment between retailers who must legally collect tax on remote commerce and those who do not.  As opposed as we are to additional sales taxes, we find an increasing disparity among retailers like RadioShack, with nexus to all states,  and electronics retailers, or “etailers,” with little or no nexus, and still others which simply ignore the law.  Tandy believes the playing field must be leveled for all who aspire to sell goods and services on the net.

Many see internet commerce as a competitive alternative to Main Street retailers, and therefore perhaps deserving to maintain a sales tax advantage to foster continued growth.  Tandy has a different view.  For us, the future of our 7,000 retail store  chain and internet commerce are inexorably intertwined. 

Everyone knows where his or her neighborhood RadioShack store is located.  In fact, 94% of all Americans live or work within a five-minute commute of a RadioShack, and over a three-year period, 99% of all American households will make a purchase at RadioShack.  No one is better at stocking the accessories, connectors, batteries, phones and electronics equipment that people really need.  And no one is better at answering the questions people have on how to get the most from consumer electronics.

We recently launched RadioShack.com on the internet, which will now allow RadioShack to increase our product and service offering almost ten-fold to our 60 million customers.  Instead of being limited to 3,000 items currently stocked in each store, through RadioShack.com, our customers will have access to over 22,000 specialty electronics items, as well as expert advice and technical assistance.

In our scheme, the neighborhood RadioShack store will frequently play an integral role in the internet commerce transaction.  If they wish, customers may order on the net, but have their purchase delivered to their local store, a security convenience in situations where no one is home to receive  packages during the day.  Also, the store is available for product returns or repairs,  or to provide the necessary connectors and cables to make the products function in their homes, or to simply answer questions.

Yet retailers with national store presence are faced with generally a six to eight  percent price disadvantage to “virtual” retailers because of sales taxes.  Our studies show that almost 40% of internet purchasers consider sales taxes a significant factor in determining from which internet retailer to purchase.  Tandy believes all parties selling goods and services on the internet should be on the same footing with respect to sales taxes.  

Various economic studies show that internet commerce will grow at rates six to seven times faster than over-the-counter retail sales over the next few years.  The U.S. Department of Commerce has estimated that such sales will exceed ten percent of total retail sales [excluding auto, grocery and drugstores sales] within ten years.   This likely scenario leads us to believe all Main Street retailers will eventually be involved to a greater or lesser extent in e-commerce.  Certainly, remote commerce is already an indispensable channel in RadioShack’s  future.

Therefore, RadioShack reluctantly reaches the conclusion that sound tax policy should be channel or technology neutral in the future.  This conclusion, however, is predicated on the assumption that a sales tax table with no more than one rate per state is adopted by the states. 

Tax officials who say software is available to track the rates and classifications of the nation’s existing 7,000 taxing jurisdictions, underestimate the cost and overestimate the capabilities of these programs.  For most e-commerce retailers, the cost would be prohibitive.  In our view, requiring retailers to collect sales taxes at more than one rate for each state will have a significant detrimental effect on the growth of e-commerce. 


In addition to a single state rate for internet commerce, Tandy believes the Congress should require the states to adopt uniform classifications of goods subject to tax.  At the current time, every state has a different approach as to what is subject to tax and what is exempt. Regardless of whether one or more rates are required for each state, retailers should be allowed to retain at least 3% - 5% of the tax collected to help defray the cost of  administration of tax collection. 

Some have suggested that a lower tax rate for e-commerce than traditional retail is justified since state and local governments  provide no value added services to support e-commerce.  Tandy agrees with this in theory, however, the rate differential should not be so great as to put Main Street retailers at a serious disadvantage, as is the case today.  And most importantly, the rate should be the same rate for all e-commerce retailers, regardless of whether they have physical presence giving rise to nexus to the states.

Whether or not remote sales are taxed by the states, there is no justification for the creation of a federal gross receipts tax, or the creation of any new federal agency to collect taxes.  Nor should Congress sanction the formation of private tax clearinghouses to collect tax.  

Internet infrastructure taxes:
With respect to what we have called infrastructures taxes on the internet, Tandy believes Congress should extend the moratorium against internet access fees and other internet service taxes indefinitely.  To the extent such taxes are allowed, Congress should direct the states to adopt uniform standards for taxation.  

All internet transactions are transmitted via telephone, cable, satellite or fixed wireless networks.  The vast majority of internet activity today utilizes the telephone network, which is already overloaded with taxes and other charges. Cable and satellite networks also currently apply taxes and fees of 7% or more to their service.

As America’s leading retailer of wireless phones, RadioShack is very much aware that telecommunications charges, including network charges, federal and state universal service fees, 9-1-1 service fees, state “infrastructure” fees, as well as federal tax, state tax, county tax and city tax and even miscellaneous taxes, may easily exceed $100 annually for  cellphone customers with only modest use.  Telecommunications taxes are already one reason why millions of lower income Americans cannot afford the safety and convenience of  wireless phone service. 

Other taxes on internet transmissions should be prohibited as well.  Recently, an unsubstantiated rumor that Congress was considering taxing email messages on behalf of the U.S. Postal Service provoked one of the largest constituent protests in many Congressional staffers’ memories.  The prospect of “bit” taxes on all digital transmissions may elicit a similar response. 

Tandy believes Congress may use its interstate commerce regulatory powers to limit the types of internet activities subject to tax.  Those states which are most aggressive in  placing additional taxes on internet services may quickly notice the loss of valuable computer related jobs to more internet friendly states, because of the highly mobile nature of computer and software engineers and technicians. Certainly, computer services performed over the net should be exempt from tax.  

In summary, Tandy believes the Commission should adopt the following guiding principles in its recommendations to Congress:

1. All retailers of remote commerce should be treated equally, regardless of nexus or lack thereof.

2. Sales taxes should be applied to internet/remote commerce in a consistent manner to brick and mortar retailers.

3. No more than one sales tax rate per state should be applied to e-commerce sales.

4. The states should adopt uniform principles of taxation for categories of goods to be taxed and exempted.

5. No new federal gross receipts tax on internet sales should be imposed and no new federal agency to collect internet taxes should be created.

6. The current moratorium on internet infrastructure taxes and access fees should be extended permanently.

Tandy and RadioShack deeply appreciate the opportunity to share our views on internet taxation with the Commission.  The future of our company, along with other traditional retailers will be significantly affected by the work of the Commission.  We urge the Commissioners to consider Tandy and the retail industry as useful resources available to assist the Commission with its deliberations.  Tandy is grateful for the commitment and hard work of the Commissioners to achieve fairness in its deliberations.
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