
Direct Selling Compliance Guidelines - USA

This document outlines the legal and ethical guidelines for direct selling in
the United States. Compliance with federal and state regulations is crucial
for maintaining business integrity and avoiding legal consequences.

1.  Regulatory Framework

Federal Trade Commission (FTC): Enforces consumer protection laws
related to direct selling and multi-level marketing (MLM).
Business Opportunity Rule: Requires certain disclosures for sellers
offering business opportunities.
Pyramid Scheme Prevention: Prohibits compensation structures that
rely on recruitment rather than product sales.
CAN-SPAM Act: Regulates marketing communications, ensuring no
deceptive or misleading claims.
Telemarketing Sales Rule (TSR): Imposes restrictions on
telemarketing activities to protect consumers from fraud.
State-Specific Laws: Direct sellers must comply with state regulations
governing direct selling and MLM structures.
Consumer Review Fairness Act: Protects consumers’ rights to leave
honest reviews about products and services.

2.   Ethical Business Practices

Honest Marketing: Avoid exaggerated income claims or misleading
product benefits.
Product Focus: Compensation should be primarily based on actual
product sales rather than recruitment.
Transparent Disclosures: Clearly outline earnings potential, costs, and
refund policies.



Customer Protection: Adhere to fair sales practices, including
cooling-off periods for cancellations.
Non-Deceptive Advertising: Any testimonials or product claims must
be backed by evidence and not be misleading.

3.  Compensation and Commission Structure

Retail Sales Focus: At least 50% of commissions should derive from
real customer purchases.
Bonuses & Incentives: Must be tied to sales rather than recruitment of
new members.
Refund Policies: Ensure a clear refund and return policy compliant
with state and federal guidelines.
Inventory Loading Prevention: Distributors should not be required to
buy excessive inventory that cannot be resold.

4.   Marketing and Advertising Compliance

Truthful Representations: All marketing materials should accurately
represent earnings, lifestyle, and product benefits.
Endorsements & Testimonials: Must be truthful and disclose any
material connections.
No False Scarcity: Avoid creating false urgency or deceptive sales
tactics.
Social Media Guidelines: Ensure that direct sellers follow disclosure
requirements when promoting products online.
No High-Pressure Sales Tactics: Sales approaches should be ethical
and respect consumer decision-making processes.



5.     Consumer Protection and Privacy

Personal Data Compliance: Adhere to GDPR and CCPA regulations if
handling customer data.
Secure Transactions: Implement secure payment processes to
protect consumer information.
No Harassment Policies: Sales approaches should respect customer
preferences and privacy rights.
Data Retention Policies: Establish clear guidelines on how customer
data is stored and used.

6.    Training and Compliance Monitoring

Regular Training: Provide ongoing compliance training to all direct
sellers and representatives.
Internal Audits: Conduct periodic compliance checks to ensure
adherence to policies.
Whistleblower Protection: Encourage reporting of unethical practices
without retaliation.
Record-Keeping Requirements: Maintain detailed records of sales,
earnings, and compliance efforts for regulatory review.

7.     Consequences of Non-Compliance

Regulatory Penalties: Non-compliance may result in fines, lawsuits, or
business shutdowns.
Reputation Damage: Legal violations can lead to loss of consumer
trust and business credibility.
Distributor Termination: Sellers violating compliance rules may be
subject to contract termination.
Legal Liability: Companies and individuals may be held legally
accountable for deceptive practices.



8.     Best Practices for Direct Sellers

Educate Consumers: Provide clear and honest information about
products and earnings potential.
Encourage Ethical Leadership: Team leaders should set a good
example by following all compliance rules.
Use Approved Marketing Materials: Avoid unauthorized claims or
unverified statements in promotions.
Stay Updated on Regulations: Regularly review changes in laws and
guidelines affecting direct selling.

Adhering to these compliance guidelines is essential for ethical and
lawful direct selling in the United States. Companies should ensure all
distributors are educated and committed to these best practices.

For further information Sources are:

https://www.ftc.gov/business-guidance/resources/business-guidance-
concerning-multi-level-marketing 

https://www.dsa.org/consumerprotection/code-of-ethics

https://www.mlmlegal.com/statutes.html

https://www.dsa.org/consumerprotection/direct-selling-compliance-
officers-handbook 
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