
REMARKS OF SENATOR BOB OOLE 

DIRECT SELLING ASSOCIATION 

WASHINGI'ON I D. c. 
WEDNESDAY, MARCH 21, 1979 

I'm deeply honored by this presentation, and let me say that, in response, I'll try to remember 
the three cardinal rules of speechmaking; rules not so different from those that govern your 
industry: 

1. Be sincere 
2. Be brief 
3. Be seated 

The men and wanen who canprise direct selling in America, who work very hard to keep alive the 
personal touch in our free enterprise system, deserve this award far rrore than I. For it is 
they whose dedication and ambition have achieved a $4 billion industry, and, in the process, 
stress consumer values like convenience, time and dollar savings, and personal service. 

Government could use a lesson from people like yourselves. You take the very concept of free 
enterprise out fran under the glass case we've consigned it to, and give it a meaning that too 
many have conveniently forgotten. You remind us that free enterprise is rrore than Fortune 500 
corporations and the Chamber of Cc:Ktnerce -- it is, first and forerrost, a concept of individual 
achievement. 

You make my job as a United States Senator who happens to believe in the profit rrotive a lot 
easier by your presence. 

The last few years have not been encouraging ones for the advocates of free enterprise in 
America. We have witnessed an ever-expanding web of regulation and red tape around thousands 
of small businesses. $100 billion each year is siphoned off fran the private sector to meet 
the regulatory bill, and, until recently, the econanic straight jacket seemed inescapable. 

But with the taxpayer revolt has corre a new awareness of what intrusive goverrnrent can do to 
gum up the machinery of free enterprise. I've filed legislation to create a new Hoover-type 
crnrnission, based on those that saved Arnerican taxpayers billions of dollars in the 1940's 
and SO's. I 'WOUld like to see my friend and colleague Gerald Ford head such a conrnission, 
whose assignment would be the review and reform of the present maze of agencies, conmissions, 
conrnittees, blue ribbon panels and just plain roadblocks in the way of econanic growth. 

The cost of unnecessary regulation cannot be measured in dollars alone. For we shall all 
suffer unless governrrent begins to cut back on the thousands of rules and restrictions it new 
enforces. Just last -week, it was announced that an oil pipeline planned to connect california 
to Texas, and thereby cut the price of energy to the oil-starved eastern U.S. will not be built. 
The reason? A pile of government permits which, stacked one on top of another, 'WOuld reach 
higher than the capitol dare. 

It 'WOuld be tragic if it requires millions of people to suffer hardship, be it a cold living 
rcx:m or a lost job, to persuade the federal government that regulation must itself be regulated. 

New let me briefly conclude with sorre words of even rrore inmediate impact to your 'WOrk. I don't 
have to tell you how significant is the Revenue Act of 1978. As ranking Republican on the 
Senate Finance Conmittee, and as a man who has long believed in the 'WOrk ethic and the indepen-
dence it pranotes, I was very pleased to secure passage of an arrendrrent to that act which will 
permit employers to distinguish between Independent Contractor and employee tax status. The 
importance of this to the employer is obvious. But it is equally important to the thousands of 
individuals who work in the direct selling industry. Many of these persons, because of age, 
physical condition or constraints of time, might not be able to work outside the field. As 
direct sellers, they set their own goals, their hours and their rrethods of operation. 

--rrore--
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'lb pennit any drastic changes in the industry because of tax or other rule alterations would 
devastate their economic aspirations. The arrendrrent I introduced erased retroactive and pros-
pective tax liability. But we cannot let down our guard. Because my arrendrrent will lapse at 
year's end, the Finance Corrmittee and the Congress itself will soon face the question of what 
to do next. 

I believe that your position is one with a long history of ccmron law endorsement. That law 
should not be abrogated, and whatever the Congress may decide to do ultimately, it must retain 
the principles of a camon law test. 

A great many people share my interest in insuring fair treatment for .Arrerica's direct sales-
persons. I have spoken with rrany of your leaders about the next step in assuring such treat-
ment. So have others in ooth houses of Congress, and in the Treasury Department itself. 

The issue is too important, and the stakes too high, to rush into any hasty legislative action. 
The amendrrent I introduced last year has oought us time in which to devise the best pe:rmanent 
answer to the problem of Independent Contractors. 

But I can assure you of one thing: I will renain corrmitted, inalterably and permanently, to 
protecting and strengthening the principles of your association. You literally bring free 
enterprise into millions of .Arrerican living rOCITIS, and you do so with a respect for the con-
surrer that no gave:rnm2nt can hope to rratch. 

For honoring me with this award, I give you my thanks and my pledge of continued support for 
what you are all about. To anyone who haroors doubts about the conscience of .Arrerican free 
enterprise, I would sinply invite them to talk with sorre of you who go door to door or hold 
home parties or travel a route. You fill me with confidence that free enterprise will survive 
even m::rlern government -- and that's no mean feat. 

--30--
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REMARKS OF SE!IATOP. BOB DOLE 
DIRECT SELLFlG ASSOCIATIJlli 

WASHINGTON ) D.C. 
WEDNESDAY) MARCH 21) 1979 

I'M DEEPLY HONORED BY THIS PRESENTATION) AND LET ME SAY 
THAT) IN RESPONSE ) I'LL TRY AND REMEMBER THE THREE CARDINAL 
RULES OF SPEECHMAKING; RULES NOT SO DIFFERENT FROM THOSE 
THAT GOVERN YOUR I ND UST RY : 

1. BE SI NC ERE 
2. BE BRIEF 
3. BE SEATED 

THE MEN AND WOMEN WHO COMPRISE DIRECT SELLING IN AMERICA) WHO 
WORK VERY HARD TO KEEP ALIVE THE PERSONAL TOUCH IN OUR FREE 
ENTERPRISE SYSTEM) DESERVE THIS A.\1/P,RD FA.R MORE THAN I. FOR 
IT IS THEY WHOSE DEDICATION AND AMBITION HAVE ACHIEVED A $4 
BILLION INDUSTRY) AND) IN THE PROCESS ) STRESS CONSUMER VALUES 
LIKE CONVENIENCE) TIME AND DOLLAR SAVINGS) AND PERSm!AL SERVICE . 

) 
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GOVERNMENT COULD llSE A LESSON FROM PEOPLE LI l<E YOURSELVES , 
YOU TAKE THE VERY CONCEPT OF FREE ENTERPRISE OUT FROM UNDER 
THE GLASS CASE WE 1 VE CONSIG NED IT TOJ N~D GIVE IT A f!EAN ING 
THAT TOO MANY HA.VE COllVENIENTLY FORGOTTEN . YOU REMIND US TH.~T 

FREE ENTERPRISE IS MORE THAN FORTUNE 500 CORPORATIONS AND THE 
CHAMBER OF COMMERCE--IT ISJ FIRST AND FOREMOST) A cnNCEPT OF 
IND IVIDUAL ACHIEVEMENT . 

YOU MAKE MY JOB AS A UNITED STATES S~NATOR WH O HAPPENS TO 
BELIEVE IN THE PROFIT MOTIVE A LOT EASIER BY YOUR PP.ESENCE . 

THE LAST FEW YEARS HAVE NOT BEEN ENCOURAGING ONES FOR THE 
ADVOCATES OF FREE ENTERPRISE IN AMERICA. WE HAVE WITNESSED 
.~N EVER-EXPMmILlG ~HEB OF REGIJUHION AND RED TP,PE AR.OU~D THOUSANDS 
OF SMALL BUSINESSES . $100 BILLION EACH YEAR IS SI'PHONED OFF 
FROM THE PRIVATE SECTOR TO MEET THE REGULATORY BILL) AND) UNT IL 
RECENTLY, THE ECONOMIC STRAIGHT JACKET SEEM6D I~ESCAPARLE . 
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BUT WITH THE TAXPAYER REVOLT HAS COME A NEW AWARENESS OF WHAT 
INTRUSIVE GOVERNMENT CAN DO TO GUM UP THE MACHINERY OF FREE 
ENTERPRISE. I'VE FILED LEGISLATION TO CREATE A NEW HOOVER-TYPE 
COMMISSION, BASED ON THOSE THAT SAVED AMERICAN TAXPAYERS BILLIONS 
OF DOLLARS IN THE 1940'S AND SO'S, I WOULD LIKE TO SEE MY 
FRIEND AND COLLEAGUE GERALD FORD HEAD SUCH A COMMISSION, WHOSE 
ASSIGNMENT WOULD BE THE REVIEW AND REFORM OF THE PRESENT MAZE 
OF AGENCIES, COMMISSIONS, COMMITTEES, BLUE RIBBON PANELS AND 
JUST PLAIN ROADBLOCKS IN THE WAY OF ECONOMIC GROWTH. 

THE COST OF UNNECESSARY REGUL.~T I ON CANNOT BE ME.~SURED IN DOLLARS 
ALONE . FOR WE SHALL ALL SUFFER UNLESS GOVERNMENT BEGINS TO CUT 
BACK ON THE THOUSANDS OF RULES AND RESTRICTIONS IT NOW ENFORCES . 
JUST LAST WEEK, IT Wl\S ANNOUNCED TH/ff AN OIL PIPELINE PLANNED 
TO CONNECT CALIFORNIA TO TEXAS, AND THEREBY CUT THE PRICE OF 
ENERGY TO THE OIL-STARVED EASTERN U.S. WILL NOT BE BUILT. THE 
REASON? A PILE OF GOVERNMENT PER~ITS WHICH, STACKED ONE ON TOP 
OF ANOTHER, WOULD REACH HIGHER THAN THE CAPITOL DOME . 

This document is from the collections at the Dole Archives, University of Kansas 
http://dolearchives.ku.edu

Page 5 of 10



-~-

IT WOULD BE TRAGIC IF IT REQUIRES MILLIONS OF PEOPLE TO SUFFER 
HARDSHIP, BE IT A COLD LIVING ROOM OR A LOST JOB, TO PERSUADE 
THE FEDERAL GOVERNMENT THAT REGULATION MUST ITSELF BE REGULATED . 

NOW LET ME BRIEFLY CONCLUDE ~ITH SOME WORDS OF EVEN MORE 
IMMEDIATE IMPACT TO YOUR WORK . I DON'T HAVE TO TELL YOU HOW 
SIGNIFICANT IS THE REVENUE ACT OF 1978. AS RANKING REPUBLICAN 
ON THE SENATE FINANCE COMMITTEE, AND AS A MAN ~'HO HAS LONG 
BELIEVED IN THE WORK ETllIC AND THE INDEPENDENCE IT PROMOTES, 
I WAS VERY PLEASED TO SECURE PASSAGE OF AN AMEND~ENT TO THAT 
ACT WHICH WILL PERMIT EMPLOYERS TO DISTINGUISH BETWEEN -
INDE~E~DENT CONTRACTOR AND EMPLOYEE TAX STATUS. THE IMPORTANCE 

OF THIS TO THE EMPLOYER IS OBVIOUS. BlJT IT IS EQUALLY IMPORT~NT 

TO THE THOUSANDS OF INDIVIDUALS WHO WORK IN THE DIRECT SELLING 
INDUSTRY. MANY OF THESE PERSONS, BECAUSE OF AGE, PHYSICAL 
CONDI 1 0N OR CONSTRAINTS OF TIME, MIGHT NOT BE ABLE TO WORK 
OUTS 1 . THE FIELD. AS DIRECT SELLERS , THEY SET THEIR OWN 
GOALS, THEIR HOURS AND THEIR METHODS OF OPERATION. 
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TO PERMIT ANY DRASTIC CHANGES IN THE INDUSTRY BECA~SE OF TAX 
OR OTHER RULE ~1TERATIONS WOULD DEV.t\STATE THEIR ECONOMIC 
ASPIRATIONS . THE AMENDMENT I INTRODUCED ERASED RETROACTIVE 
AND PROSPECTIVE TAX LIABILITY . BUT HE CMHlOT LET DOtm OUR 
GUARD. BECAUSE MY AM~NDMENT WILL LAPSE AT YEAR'S END, THE 
FINANCE COMMITTEE AND THE CONGRESS ITSELF HILL SOD~ F.~CE Tl~E 

QUESTION OF WHAT TO DO NEXT . 

I BELIEVE THAT YOUR POSITIO~ IS ONE WITH A LONG HISTORY OF 
COMMON LAW ENDORSEMENT . THAT LAW SHOULD NOT BE ABROGATED, AND 
WHATEVER THE CONGRESS MAY DECIDE TO DO ULTIM1~.TELY, IT MUST 
RETAIN THE PRINCIPLES OF A COMMON LAW TEST . 

A GREAT MANY PEOPLE SHARE MY INTEREST IN INSURING FAIR TREATMfNT 
FOR AMERICA'S DIRECT SALESPERSONS . I HAVE SPOKEN WITH MANY OF 
YOUR LEADERS ABOUT THE NEXT STEP IN ASSURING SUCH TREAT~ENT . 

SO HAVE OTHERS IN BOTH HOUSES OF CONGRESS, AND IN THE TREASURY 
DEPARTMENT ITSELF . 
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THE ISSUE IS TOO IMPORTANT, AND THE STAKES TOO HIGH, TO Rl!SH 
INTO ANY HASTY LEGISLATIVE ACTION . THE AMENDMENT I INTR0DIJCED 
LAST YEAR HAS BOUGHT l!S TIME IN WHICH TO DEVISE THE BEST 
PERMANENT ANSWER TO THE PROBLEM OF INDEPENDENT CONTRACTORS. 

BUT I CAN ASSURE YOU OF ONE THING : I WILL REMAIN COMMITTED, 
INALTERABLY AND PERMANENTLY, TO PROTECTING AND STRENGTHENING 
THE PRINCIPLES OF YOUR ASSOCIATION. YOU LITERALLY BRI~G FREE 
ENTERPRISE INTO MILLIONS OF AMERICAN LIVING ROOMS, AND YOU DO 
SO WITH A RESPECT FOR THE CONSlJMER THAT NO GOVERNMENT CAN HOPE 
TO MATCH. 

FOR HONORING ME WITH THIS AWARD, I GIVE YOU MY THANKS AND MY 
PLEDGE OF CONTINUED SUPPORT FOR WHAT YOU ARE ALL ABOUT . TO 
ANYONE WHO HARBORS DOUBTS ABOUT THE CONSCIENCE OF AMERICAN FREE 
ENTERPRISE, I WOULD SIMPLY INVITE THEM TO TALK WITH SOME OF YOU 
WHO GO DOOR TO DOOR OR HOLD HOME PARTIES OR TRAVEL A ~OUTE . YOU 
FT[L ME WITH CONFIDENCE THAT FREE ENTERPRISE ~ILL SURVIVE EVEN 
MODERN GOVERMMENT--AND THAT'S NO MEAN FEAT. 
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by the r ron. Po h~i-t J~ f 2 

U.S. Se~1atur, I<> .. :.. ·<1s 

~ J- ~he recently signed Rewnue Act of 

l 1978 cont a ins a prm·ision which I 
spomored 1 o allow em players 1 o 

coniinue to treat i11di\iduals as inde-
pcnrknt contractors if there was a "rca-
'onable basis" for treating thcrn as inde-
pendent con1rac1ors in the past. This 
rc>ohes, at least 1Lmporarily, an issue 
that } as been nagging at Congress for 
'n e;al years. 

r .. ~5 Lcdl!1Ch\:--S ,~ .. g~rt'::'.!-:Si\e 
Aurit Cr, np~"isn _. 

Since the early J970's, 1he Internal 1 
Rcwnue Sen·ice has underta1'en an ag-
gressi•e audit campaign of employment 
ta\es. The problem of increased audits 
and re1roacti\e ta\ a<<.e~sments i>rned by 
tlie IRS 11as recogni1ed in 1he 1976 Tax 
Reform :!\ct Conference Report. Con-
gress made it clear in the 1976 legislation 
tha1 the IRS "not apply any changed 
position or any newly stated position in 
this £eneral subject area to past, as op-
posed to future !a\able years". How-
e1 er, the 11 arnings 11 ere largely ignored. 

The dis1inction between independent 
contractor and employee tax status i 
impor;ant because employers do not 
ha\·e to withhold on wages of independ-
ent contractors, such as direct sellers, 
nor pay scKial q~curity or unemployment 
ta\es. If 1he IRS pre\ails on a reclassifi-
..:a;ion of cmplo;.mcnt tax s:aiUs from 
independent conuactor to employee, the 
employer becomes liable for employment 
ta>.es \\ hich ha\·e not been 11·ithheld 
paid 10 the Treasury. 

Common Law Test 
Jndeprndent contractors are distin-

guished from emplo)c>es for tax pur-
poses by common law. The adoption o f 
the common law rules in the tax laws 
and the application o f these rules by the 
ec>urts have produced decisions 1hat are 
11idely unders1ood and accep1ed. How-
50 

C\er, SC\Cral years 2go, many la\payers, 
including direcl ~ellers, insurance <.ales-
men , and rcal!ors, complained that the 
I RS was distorting the common law kst 
\hed in m2king the employment cl2ssifi-
union. According to testimony before 
the Senate Finance Committee on my 
propmal last July, the I mernal Revenue 
Service ' s change of po>i1ion \1as ha1ing 
a serious ad1 erse impact on a number of 
sm:ill busine<ses. 

Once a redeiermir.a:ion is 1i ;,ie, the 
la'.pa:er is allo'-'ed to ()ff,el a.sainsl the 
tax 2<,<,essmcnl lhe in di\ idual's ra> men ts 
of income tax, and, in some ca<.es, the 
social security ta\es. Ho11e1er, 1his off-
'et s~ stem is in2dequa1e. The employer 
mus! lc>..:a1e the recla<~ified \\Or~er in or-
der 10 pro1e that the inc·ome has been 
reported and paid. To the extent tha t 
the \1orkers cannot be found or refuse 
to cooperate, 1he government essentially 
collects the tax twice. 

Because employment tax issues are 
largely factual, even if the rede1ermina-
tion is re1er<.ed in liti~ation, there are 
sub>tarnial legal e>.penses imohed. Jn 
addition, disclosure of the po1ential lia-
bility in financial statements may impede 
the ability to raise capital or otherwise 
transact business. 

Direct Se!Iers 
The inability of indi\ iduals to 11 ork a 

independent contractors would se1 erely 
restrict business \emu res. The direc t sell-
ing industry is able to offer many op-
ponuni1ies 10 persons ~1 ho, because of 
age , physical condition, or time con-
straints, might not be able to 11 ork in 
other circumstances. Direc1 selling repre-
sentatives set their own goals , hours and 
methods o f operations . Any alteration 
of factors because of dr2s1ic changes in 
the tax rules 11 ould be de,·astating to the 
selling indu<;try. 

1918 Tax Pill 
Under the independent conir<ic1ors 

pro\ J'lon in the 1978 Tax Bill, ta\p2)Lrs 
are rclicv.:d of all Lmplo) men! ta\ liabil-
ity prior 10 .January I, 1979, pro1i.kd 
the ta\payer had a rcaso1'chlc h:,is for 
not trc·ating t~1c l\O kers as c ri;'k•y\c'S. 
fhc bill C\ILnds relief prospc·cti,dy 
through DL·ce1nber 31, 1979, as long as 
the t:n.pa~er files all rcqui1cd federal lax 
1cturns (including infori~•ation returns) 
;ifi.:r D,cli11hcr 31, 1918 ard the rcason-
.-ble 1-.:<-is ;equiru<t::nt is ;net. 

R,·2-:c.n;ible b<:'-is is defin<>d by the 
statute as rca,onable b2sis on any mnn-
her of criteria, including judicial prece-
dent, published rulings, a past IRS audit 
position concerning the ta\payer in 
\1·hich there was no tax a<,essment on 
this i. ,ue or a long standing rccogni1ed 
pr;ictice of a significant segment of the 
industry in 11 hich the indi1idual is en-
gaged. In addition, the bill prohibi1s the 
Department of Treasury or 1he IRS 
fr0m pilhli<hing any regul;itions or Rev-
c·n11e Rll1ings 11ith respect 10 employ-
1n._nt ta\ s•atus before 1980. The hill 
also p10\ ides a special rule for refunds 
or 01.:rpa:incnts. If a refund or 01er-
pa) ment is not barred on the date o f 
enactment, the sta1u1e of limitations for 
filing a claim for refund or credit will 
1101 e\p;re for at least one additional 
;.ear. 

The new independent coniractor rules 
were enacted 01er strong opposi1ion o f 
the Administration. However , the 1978 
tax act only pro1 ides an interim solution 
to a very complica1ed problem . Jn order 
to arrive a1 any rnbs1ami,·e solution, a 
lengthy period of Congressional deliher-
at ion is anticipated in early 1979 . \\'hat-
e1er the outcome, the pressure and inter-
es t from both Treasury and taxpayers 
1\·ill be intense. Your views should be 
heard. \\'rite your Congressman and in-
form him of the importance of this is-
sue. ~ 

Senator Robert Dole ll'as elected to 1he 
Kansas /egislarure at age 26, before be-
coming coun ty auorney of Russell 
Counry . He sen ed four rerms in the 
House of Represenra1i1 es and farer, in 
1968, ran for the Senate and 11on. He 
ll'as re-elected in 1974. Chosen as chair-
man o f the Republican Na1ional com-
mittee from 1971-73, Senator Dole was 
nominated by the Republican Parry for 
1'ice president in 1976 and appeared on 
the slate as Gerald R. Ford's running 
mate. 

SPECIALTY SALESl/,AN 
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TO : Rick Smith DATE : March 13 , 1979 

F.RO>i : Jack Nutter 

SUBJECT : Independent Contractors 

You have undoubtedly read the article on independent 
conlractors . It will supply you with the factual information 
necessary to write the bulk of the speech . 

Dole is the heco for the direct selli0g industry . The 
o:-:-.end,nent in lhc P.cvenue Act '.·.'C>S one of the ,"oL-e significant 
provisions . It essentially erased retroactive and prospective 
employment tax liability . However , because it is effective 
only unt il the end of this year , the Committee is faced with 
the decision on what to do next . 

The direct selling industry has favorable common law 
precedence . Many in that industry would prefer to have n o 
additional legislation but allow their sales people to test 
for independent contractor status under the common l aw . Dole 
should stress in his remarks that he does not beljeve that 
the co1~on law should be abrogated . At least if the coirunon 
law test is eliminated, he should stress that the principles 
of the common law tes t should be retained . 

We have been talking with all of the inner-industry 
groups in the so-called independent contractor coalition . 
Treasury is working on their suggeslions on e1nploy1nent taxes . 
There is also a draft floating around in the House . The 
Joint Corr@ittee has also recently released a staff study 
and recorr@endations on the issue . 

I have told Dole t o be very careful . We would not wan t 
to alienate any of the friends we have a l ready acquired. 
Generally , he should stress a " go-slow " approach. The issue 
is too important t o rus h into any hasty legislative solution . 
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