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the Valley to more than 4 million 
square feet, roughly equivalent 
to 17 football fields crammed end 
zone to end z.one with racks of 
books, DVDs, video games, 
clothes, toys, appliances and 
food. 

Amazon, lhe nation's leading 
online retailer, said that the 
planned facility would bring hun­
dreds of jobs to the area. 

Most would be relatively low­
level positions performing un_ 
sltilled labor. An even higher per­
centage would be seasonal, avail­
able only during the busy holiday 
shipping season that lasts from 
October through January. 

Still, those jobs might look ap­
pealing to local reSidents who 
have been unable to find work in 
months or even years, economic 
analysts said. 

Amazon.com said iU total in· 
vestment in the Phoenix area 
would be about $150 million by 
the time its founh distribution 
center opens at 800 N. 75th, Ave., 
expe<:ted to sometime in the fall. 

In general, most e-commerce 
providers Iutve chosen not to 10 
cate their West Coast distribution 
centers in California, despite the 
importance of being able to serve 
that state's massive popUlation of 
afnuent and middle-class con­
sumers. 

Many Web-based retailers 
have settled on a two-pronged 

wilh order-fulfillmenl 
centers in Phoenix, to serve 
SOuthern california, and in Reno, 
to serve Northern California. 

Regardless of whether Arizona 
gains at california's expense, the 
new california law is just the lat­
est - and one of the loudest -
shots fired in an ongoing nation­
wide baltle over who, if anyone, 
should collect state sales taxes on 
Internet purchases. 

"It's anegative for the country 
and for all of us for California to 
be losing busineS.'l," said Patrick 
Feeney Jr., senior vice president 
of industrial properties at CB 
Richard Ellis in Phoenix, it 
just happens that some of that 
business is coming to Arizona." 

Warehouses in demand 
Chris Camacho, exe(:utive vice 

president of the Greater Phoenix 
Economic Council, said e-com­
merce companies already have 
claimed so much of the area's 
commerctal real estate that the 
Valley is running low on the 
larger, more desirable spaces, 
generally warehouses larger 
than 200,000 square feet with 
quick freeway access. 

several add itiona1 Fortune SOO 
companies also have been eying 
the region for distribution and 
fulfillment centers, he said. 

''We are very quickly taking 
down (filling up) a Jot of these fa­
cilities that were built on spec in 
2007, 2008 or Camacho 
said. 

"This industry could drive a 
new development market that 
has been on ice for the last 
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Nearly allmge, online retail 
operations in the Phoenix area 
have flocked to the West Valley, 
including Amazon.com, Gap.com 
and Macrs.com. 

A few, including Target.com, 
have chosen Thcson's west side 
for their warehouse facilities. 

More distribution-center jobs 
are in the pipeline, according to 
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JOBS AT 
AMAZON,COM 

Online retailer Amazon.com 
i< ...... kino I.,.. a v .... 
riety of full·ti"", arod ""lSo",,1 
jobs at tile 1.2 mnl(on-square­
foot fu Ifitlment center tile corr,. 
pany plans to open in Phoenix. 
Full·ti"", pos.itions include pkk­
ir>g, padir.g, .tlippir.g arod re­
ceiving. operations. safety, ku­
man resour<eS arod teo;hnical 
wpporl_ Full-ti""" job< include 
medical, dental, vision and life· 
irY..Urance coverage, paid vaca· 
tion ti"'" alld a 401(10 plan. 
Amazon.com said. 

Job U1rodidates <lin vi>;it 
amazonapplyonlinephx.com « 
call602·926-7t09. Manage­
""'nt calldidates only can apply 
., .mazon.conVa, ....... 

local commercial-real-est,;lIe bro­
k=. 

Macys.com in the first qUaMer 
purchased vacant land to expand 
its existing, 6OO,OOO-square-foot 
warehouse in Goodyear, and the 
Home Shopping Network IS seek­
inga short·term lease in order to 
build its own Phoenix-area facil­
ity of between 1 million and 
I S million square feet, they said. 

Michael Haenel, executive 
vice president of industrial prop­
erties at Cassidy Thriey BRE 
Commercial in Phoeuix, said e­
commerce providers' decision to 
locate in the West Valley bad less 
to do with where their products 
were going and more to do with 
where they came from. 

Nearly all consumer goods 
shipped to the southwestern U.S. 
from Asia arrive via ship at either 
of two ports, Los Angeles or Long 
Beach, Calif., Haenel said. 

From there, goods are trans· 
ported by truck to regional distri­
bution centers, where they are 
stored until a customer orders 
each product online. 

Therefore, it saves both time 
and fuel costs to place the distri­
butioncentersas close as possible 
to tbe West Coast, he said. 

The West Valley, is also close 

enough to Southern california's 
major consumer markets that de­
livery trucks can transport prod­
ucts from theWest Valley ina sin­
gle day -and still return within a 
re.a$OIUIble lime, Haend added. 

"That's what makes Arizona re­
ally attractive," he said. "You can 
still reach anyone in California in 
one day:' 

'Affiliate' inquir ie s 
Camacho said that the Phoenix 

area also has been getting more 
inqui.ries ove,' Ihe I""'t I wo 
months from e-commerce "affil­
iates" in California that are inter­
ested in relocating to the Phoenix -Some states, including 
nia, Illinois and New York, have 
been looking for ways around a 
U.S. Supreme Court ruling which 
held that a state cannot impose 
sales tax on an Internet-based 
purchase if the online retailer has 
no physical presence within that 
state. 

The latest move to impose Cali­
fornia sales tax on the Internet fo­
cuses on referral agreements be­
tween companies such as 
Amaum_com and other California 
busineS.'les, which the online re­
tailer calls affiliates. 

AneMmple would be if an affil­
iate received compensation to re­
fer customers to Amazon.com via 
a Web link that said, "Click here to 
buy the latest books and movies." 
Another eMmple would be a self­
published author in California 
who sells books on Amazon.com 
and ships them to buyers person­
ally. 

California lawmakers believe 
that the existence of agreements 
under which Amazon.com pays 
referral fees 10 California affil­
iates should satisfy the ·court's 
definition of a physical presence. 

Similar laws imposed in New 
York and tllinois are being chal· 
lenged in the courts. 

Last week, both Amazon.com 
and Overstock.com abruptly can­
celed all agreements with their 
affiliates in California, effec­
tively cutting off a vital source of 
revenue and marketing exposure 
to tilosecompanies, mostofwhich 

are small businesses. 
In other states where similar 

laws have been adopted, affil­
iates have been known to relocate 
to neighboring states with more 
de$irableonline taMotion policiu. 

Soon after Illinois passed a 
similar law taxing Internet sales 
earlier in the year, two of Over­
stock 
.com's largest affiliates moved to 
other states, said Jonathan Jolut­
son, president of Salt Lake City· 
based Overstock-com. 

The impact of .. statewideaffil­
iate migration from California to 
Arizona would be tremendous.­
Camacho said. 

'"There has been discussion of 
10.000 affiliates being cut off in 
California," lie said, "We will re­
ally know the implicationS of this 
over the ne:d. three to six 
momWi." 

Jobs unclear 
Irs not known how many jobs 

the growth in e-commerce facili­
ties could mean. 

Although the affiliates are typ­
ically small companies with five 
to 15 employees, the large fulfill­
mem and. dlSlrlbutlon cemers 
usually employ a significant 
number of people, Camacho said. 

Amazon.com alone already 
plans to employ more than 3,000 
Phoenix-area workers after its 
fourth fulfillment center opens, 
although it did not specify how 
many of those ... ;ould be year­
round employees. 

Seasonal jobs dominate the e­
commerce world, according to 
Tim Richards, a Phoenix-area lo­
gistics consultant whose firm has 
done work for Amazon.com and 
other e-commerce providers. 

Richards, who is operations 
manager at States Logistics Ser· 
v ices lD TOlleson, said a typical 
warehouse and distribution cen· 
ter of 1 million square feet could 
have as few as 100 people work­
ing on a given day during the slow 
shopping season and could scale 
up to as many as 1,000 workers 
per day during the peak shopping 
months of October through Janu­
"Y. 

The bulk of the work at an or-

der-fulfillment and distribution 
center involves shipping and re­
ceiving, inventory control, pack· 
ing items for shipment, and "pick­
ing, locating each desired item 
in$ide the labyrinthine ware­
house and bringing it to' the pack· 
ing area. 

Richards said there usually 
was a supervisor or manager for 
every 20 t030 workers, along with 
some management-level adminis­
trative jobs. 

The labor-intensive natureof e­
commerce diSlributiOll is 
a big paM of why so many online 
retailers have chosen Arizona, 
said Andy Markham, an execu­
tive vice president at Cassidy Thr­
ley BRE Commercial . 

Maintaining a large workforce 
is a far less expensive proposition 
in Arizona than it is in California, 
Marklulm said. 

Just about eve rything involv­
ing employees costs less, includ­
ing wages, workers' compensa­
tion and employee insurance. 

''You just don 't have the em­
ployee costs and issnes that you 
do in California," he said. 

The Phoenix area's reputation 
as a good place for stortng and 
shipping consumer goods pre­
dates the Internet age, and most 
of the area's distribution centers 
are of the old-fashioned, brick· 
and-mortar variety - for now, 
said Anthony l.ydon, managing di· 
rector at commercial-real-estate 
firm Jones Lang LaSalle in Phoe· 
nix. 

''The traditional retail is still 
tbe lion's share of the market­
place, but the Internet retail is 
growing fast," Lydon said. 

speaking, these 
(fulfillment centers) are very 
high tech," Camacho said after 
touring one of the Amazon cen­
ters in the PhoeniX area and see­
ing its radio-frequency identifi­
cation system used 10 direct the 
shipment of packages throughout 
the country. 
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Arizona benefits as Internet sales-tax issue is debated 
By Betty Beard 
TII< .... izonI R."ubIk 

Arizona has beenable toallract 
Internet businesses in part be­
cause it does not tax online sales. 
But 11", "t"" ur 110t 1u t""" o.l~l>alt: 
still rages in SOme quaners. 

Internet retailers generally 
amnot be forced to oollect state 
sales tax, a1lhough Arizonans are 
supposed to pay "use laxes" for 
any online purchases they make 
for which they pay no Arizona 
sales tax. 

In 1992, Ihe U.S. Supreme 
Coun ruled that a Slale amnot 
foree online or mail-order relail· 
ers 10 add state sales tax if lhose 
retailers have no physical pres· 
ence in tl)<! state. As online .... les 
have grown, that has created fric· 
tion between big online retailers 
such as Amazon.com IlIld 
Overstock.com tbat don~ collect 

taxes. and Ihe brick-and·monu 
stores that have a physical pres­
ence and have to pay sales. prop. 
eny and other taltes and fees. 

It also has been a sorepoint for 
states and other municipalities 
hWI~I'"Y fur ,..,)""·1 .... r~.~llu", "s· 
pecially because of deficits that 
are running into the millions and 
billions. 

Amawn, of course, has three. 
and SOOn four. fulfillment centers 
in Ihe state and many employees. 
But it i l debatable wh .. th .. r those 
eenters are considered a physical 
presence subject to taxation, ac­
cording 10 Kevin McCarthy, pres­
ident of the Arizona Thx Researcb 
AsSOCiation. 

The centers are largely Ware· 
houses in wh.ich good. are stored 
until they are sold. 

Jonalhan Johnson, presideJII of 
Salt Lake City·based Overstock 
.com. said it made sense not to 

make remote sellers collect sales 
laxes and distribute them to 
states and municipalities because 
there lite abont 1,000 or more tax· 
ing jurisdictions in the U.S., and 
they all have their own rules or 
lax holidays. The whale situation 
is too romplicated for even com· 
puter programs to keep track of, 
he said. 

"Some people (in some juris­
dictions) say you don't have to col· 
lect taxes on clothes in the back· 
to--school seuon," Johnson laid. 
'Well. back·t(l.school may be five 
days. Or in another place, it might 
be five weeks. Some treat gum as 
a candy and it gelS taxed one way 
or other. Some treal gum as a 
food, and it gets taxed one way or 
the other.~ 

Arizona's talt structure is espe­
cially messy because unlike most 
states, it allows cities to impose 
sales taltes. McCarlhy 5lIid. 

'We have a really, really des· 
perate situation in Arirona be· 
cause we have maybe the most 
chaotic state and local sales tax 
structure in the Unite(] States be· 
cause we ailow an independent 
municipal sales lilX system," be 
said. 

"In Arizona our system is so 
complicated you are lucky to fig· 
ure OUI what your obligations are 
if you are an Arizona business. let 
alone trying to impose that on a 
remote seller in A1.bama.~ 

Nevenheless, the association 
has been trying to work with mu· 
nicipalities to standardize their 
laxes 10 help local businesses as 
well as Inset up Ihe state someday 
for Internet taxes. Arizona could 
use the revenue. 

The Nati(lllal Conference of 
Slate Legislatures last year eSTi· 
mated Arizona could gain as 
much as $708 million in 2012 by 

taxing more Internet, Horne 
Shopping Network, catalog and 
other ou!..,f·state sales. 

Arizona shoppers have an in· 
centive to shop online and aVOid 
paying sales tax because sales 
taxes ill mMy cities already ex· 
ceed 10 pereent. McCanhy said. 

Johnson, though, contends that 
states that Start taxing Internet 
sales don't make as much as they 
expect to because consumers can 
just shop around to find a retailer 
in another I tate that doe.n'! 
charge taxes. 

"We (Overstock.com and 
Amazon.com) don'! suffer,~ he 
said. "The people that are suffer­
ing are those small businesses in 
California that Amazon and Over· 
stock and other retailers have 
turned off because we d(lll't want 
to be tax collectors forthe stateof 
California, We have no physical 
presence Ihere,~ 


