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Outline

• Revenues:  Did we get what we thought we would?

• Small Businesses:  Did we lose lots of small businesses?

• Geography:  How did this affect local collections?



Did we get what we thought we would?

Revenues



Center for Business and Economic Research, University of Tennessee

NEW REVENUE LOSSES FROM 
E-COMMERCE 

National Forecast for 1999-2003
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Center for Business and Economic Research - University of 
Tennessee

State and Local Sales Tax Revenue Losses 
from E-Commerce, 2001 - 2011
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Center for Business and Economic Research - University of 
Tennessee

State and Local Sales Tax Revenue Losses 
from E-Commerce, 2003 – 2008, Low-Growth
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Center for Business and Economic Research - University of 
Tennessee

State and Local Sales Tax Revenue Losses 
from E-Commerce, 2003 – 2008, High-Growth

8.5
10.8 12.1

14.1
16

17.916.1
20.4

22.8
26.6

30.3
33.7

$0

$10

$20

$30

$40

2003 2004 2005 2006 2007 2008

Bi
llio
ns

New Loss Total Loss



Some people weren’t happy with us.
“Our findings differ markedly from those of a recent study by a group at 
the University of Tennessee (the Fox Study), which estimated 
uncollected tax revenues associated with Quill at over $7.7 billion in 
2008, rising to as much as $12.7 billion in 2012. 



Some people weren’t happy with us.
“Our findings differ markedly from those of a recent study by a group at 
the University of Tennessee (the Fox Study), which estimated 
uncollected tax revenues associated with Quill at over $7.7 billion in 
2008, rising to as much as $12.7 billion in 2012. 
— First, the Fox Study substantially overstates uncollected taxes associated with 

business-to-business (B2B) online sales.
— Second, the Fox Study understates tax collections by small firms.
— Third, with respect to “out-year” projections, the Fox Study assumes an 

unrealistically high and unsustainable growth rate for online sales, especially 
considering the fact that the growth of broadband penetration among U.S. 
households – one of the primary drivers of online sales growth – is slowing as 
household broadband penetration approaches saturation.”



“Rather than growing rapidly, as the Fox Study suggests, our analysis 
demonstrates that uncollected revenues are, at most, growing slowly. 

Given that uncollected revenues account for such a small proportion of 
revenues, our assessment is that state and local tax collectors would be 
best served by focusing their efforts on other potential revenue 
sources.”

UNCOLLECTED SALES TAXES ON ELECTRONIC COMMERCE:  A REALITY CHECK 

(Eisenach and Litan, 2010, unpublished, funded by NetChoice)
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How Did We Do?

Our 2012 estimate for Tennessee was 
$606 million in state and local sales 
and use taxes lost due to e-commerce. 

(Upper bound for collections, assuming 
100% compliance.)

TN collections by remote sellers from 
April 2020 to May 2021 were $700 
million.

Not too shabby.



Did we lose lots of small businesses?

Small Businesses
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Loss of 33,000 Gain of 22,000

The shift in the retail landscape
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Sales tax base breadth and business 
activity
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Unwinding just half of 
the sales tax base 
narrowing that took 
place between 1979 
and 2014 could create 
• 90,000+ firms,
• 113,000+ 

establishments, and
• 2.9+ million jobs



Checking the 
recent data on 
startups
(Census: Business 
Formation Statistics)

“The Entrepreneurial Resurgence:  Business 
Formation During the COVID-19 Pandemic,” 
by Richard Beem, University of Tennessee 
Boyd Center for Business and Economic 
Research White Paper, November 2020.





How did this affect local collections?

Geography
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Source: Tennessee Department of Revenue, Monthly Revenue Collections.

Figure 15: Local Option Sales Tax Revenue Growth by County, Dec. 2019-Dec. 2020
Updated monthly; last revision 1/12/21.

Fiscal year 
to date
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