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Tax-exempt items 
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• Lipka, Mitch. “Taxes on Fertilizer Illustrate Gray area of Mass. Law.” The Boston Globe 
July 29, 2012.  
 
• Tredyffrin/Easttown School District. Footnote 18 from “Applications of Percents 

Information & Background (from Wikipedia). “  April 2014.  
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Sales Tax Holidays 

Federation of Tax Administrators’ Sales tax 
holidays 
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Current legal landscape 

• The US Supreme Court has held on multiple occasions 
(1992 Quill v. North Dakota, 1967 National Bellas Hess) 
that retailers cannot be compelled to collect sales tax 
on sales to states where they do not have physical 
presence (“nexus”). 

• Most states require that their residents pay a use tax 
(equal to the amount that would be paid if their home 
state sales tax were levied on out-of-state purchases), 
but this tax is widely ignored. 

• So purchases mailed to out-of-state customers are de 
facto tax-free. 

8



Current attempts to change landscape 

• Some states’ attorneys general are attempting 
to broaden the definition of “nexus.” 

• Federal legislation has been introduced (a 
number of times) to simplify and harmonize 
the system of sales taxes. 

• States have negotiated bilaterally with 
Amazon to not engage in litigation and/or to 
extend their tax-free status temporarily if 
Amazon builds a facility in the state. 
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Amazon Sales Taxes 2012 

Cohan, Peter. “Amazon’s Sales-Tax-Free Status Cost States $8.6 Billion.” Forbes. October 
17, 2012.  
 
Luhby, Tami. “Get Ready to Pay Sales Tax on Amazon.” CNN Money July 18, 2012.  
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Amazon sales taxes 2014 

• Bensinger, Greg.“Which States Make You Pay 
an Amazon Sales Tax.” The Wall Street Journal. 
October 1, 2014.  
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Fulfillment centers 

• See a map of Amazon.com’s Fulfillment 
Centers as of April 2015.  
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• 2006:   

– 21 fulfillment centers 

• 2012:   

– Collects taxes in 5 states  

– 30 fulfillment centers (in US) 

• 2014:   

– Collects taxes in 21 states  

– 37 fulfillment centers (in US) 
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Questions 

• How important is tax-avoidance to consumers 
(and online retailers)? 

• If the tax-advantaged status of mail-order 
retail disappears, what are the likely direct 
effects on mail-order retail, traditional retail? 

• Are there important general-equilibrium 
effects (in addition to the direct effects)? 

• Is the tax-advantaged status likely to 
disappear? 
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Evidence on these points 

• First two questions: 
– Goolsbee (2000) 
– Ellison and Ellison (2009) 
– Einav et al (2012) 

• Third question:  
– “Amazon, Forced to Collect a Tax, Is Adding Roots” in 

Amazon packet—Gets at Third Questions 

• Fourth question: 
– My sense is that tax-advantaged status of mail-order 

is likely to continue to be eroded and may disappear 
completely.  
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Tax-inclusive prices 
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Suppose we had data 
from Connect 
Computers 
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• So Connect Computers should sell less into NJ 
@ 11 than @ 9 if consumers care about taxes.  
Also they should sell more into VA @ 11 than 
@ 9.  

• Also compare magnitudes of purchase 
differences to get estimate of home-state 
preference.  

• Have CC sales into NJ, VA, CA at each hour as 
well as prices @ each hour.  
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