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The U.S. Senate Committee on Commerce, Science and Transportation held a hearing 

on August 1, entitled Marketplace Fairness: Leveling the Playing Field for Small 

Business, which addressed several issues associated with passing federal legislation 

to facilitate the collection of sales tax by Internet sellers as proposed by S.B. 1832, the 

Marketplace Fairness Act.  

In his opening statement, and a recurring theme throughout the hearing, Commerce 

Committee Chairman Jay Rockefeller (D-WV) stated that the issue was one of "basic 

fairness" and that the legislation was not seeking to impose new taxes, rather it was 

seeking to collect taxes currently owed under existing laws. Several other Senators, 

including S.B. 1832 sponsors Sen. Enzi (R-WY), Sen. Durbin (D-IL), and Sen. 

Alexander (R-TN), gave opening statements urging Congress to take action and "level 

the playing field" for small businesses and Main Street retailers. Sen. Alexander 

noted that this was an issue of states' rights and that Congress should offer the states 

the opportunity to decide whether to collect sales tax from out-of-state Internet 

sellers.  

In her opening statement in opposition to the legislation, Sen. Ayotte (R-NH) stated 

that the imposition of sales tax collection requirements on Internet sellers located in 

states that do not impose sales tax, such as New Hampshire, would create an unfair  
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burden on these sellers. Further, Sen. Ayotte expressed concern that this legislation 

would erode existing protections on states' sovereignty, particularly on a state's 

decision to not impose a sales tax.  

A range of viewpoints were expressed among the witnesses, reflective of their varying 

interests in the remote sales tax collection issue. However, several general issues 

emerged including: the appropriate level for a small business exception, currently set 

at $500,000 of gross receipts; whether it is fair to treat different business models the 

same; whether Internet retailers take advantage of local services such as roads, fire 

and police protection; and whether brick-and-mortar retailers are truly being hurt by 

the price differential created by the obligation to collect sales tax.  

Steve DelBianco, Executive Director, NetChoice Coalition, a witness at the hearing, 

noted that the legislation does not require nearly enough simplification for these 

significant new burdens. For example, he pointed out that the Streamlined Sales Tax 

Project initially promised just one tax rate per state, but that requirement does not 

exist in the Agreement today.  DelBianco also stated that this legislation does not 

create enough protection for small businesses, particularly with respect to an 

enforcement mechanism, and that uncollected sales tax on e-commerce was less than 

1/3 of 1% of total state and local tax revenue thereby not justifying such a dramatic 

expansion of state taxing powers.   

Let's talk 
This hearing closely follows a hearing in the House on the same subject, leaving the 

impression that the remote seller issue is gaining momentum in Congress.  We will 

continue to monitor any developments in this area and bring them to your attention 

as soon as they occur.  If you would like to discuss this issue, please contact  

Bryan Mayster 

Managing Director  

(312) 298-4499 

bryan.mayster@us.pwc.com 

 

Click here to view the archived hearing webcast and a copy of witness testimony. 
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