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Quill Corporation v. North Dakota, 504 U.S. 298 (1992)
Quill Corporation was incorporated in Delaware and had offices and warehouses in Illinois, California, and
Georgia. Quill operated a mail-order office-supply business, soliciting sales through catalogs and advertisements. It
maintained no physical presence and had no employees in North Dakota, but it did log nearly $1 million in annual
sales to almost 3,000 customers in the state. In 1987, North Dakota amended its laws so that any person who solicits
customers in the state was obligated to collect and pay sales taxes on any sales made within the state. The state tax
commissioner filed suit in state court to require that Quill comply with the law. The trial court declined, but the
state supreme court reversed.
Quill appealed to the U.S. Supreme Court, which reversed the state court in an 8–1 decision and
concluding that the state tax was an unconstitutional burden on interstate commerce. Much of the argument turned
on whether the physical presence of a company within the borders of a state was still an important measure of the
connection between the company and the state and the appropriateness of imposing state taxes and whether the
Court should be willing to overturn clear precedents in this area.
Should interstate commerce, in general, be exempt from local taxes? Do mail-order businesses have an
unfair advantage over brick-and-mortar businesses? Does advancing computer technology eliminate any burden of
various state taxes on interstate transactions? If Quill and other similar companies relied on earlier Court decisions
when deciding whether and how to build their businesses, does that provide a reason not to overturn those decisions
and adopt a new rule?
JUSTICE STEVENS delivered the opinion of the Court.
This case, like National Bellas Hess, Inc. v. Department of Revenue of Illinois (1967), involves a State’s
attempt to require an out-of-state mail-order house that has neither outlets nor sales representatives in the
State to collect and pay a use tax on goods purchased for use within the State. In Bellas Hess we held that a
similar Illinois statute violated the Due Process Clause of the Fourteenth Amendment and created an
unconstitutional burden on interstate commerce. In particular, we ruled that a “seller whose only
connection with customers in the State is by common carrier or the United States mail” lacked the
requisite minimum contacts with the State.
In this case, the Supreme Court of North Dakota declined to follow Bellas Hess because “the
tremendous social, economic, commercial, and legal innovations” of the past quarter-century have
rendered its holding “obsolete.” . . . While we agree with much of the state court’s reasoning, we [must
reverse].
....
The Due Process Clause “requires some definite link, some minimum connection, between a state
and the person, property or transaction it seeks to tax.” . . .
Our due process jurisprudence has evolved substantially in the 25 years since Bellas Hess,
particularly in the area of judicial jurisdiction. . . . [W]e have abandoned more formalistic tests that
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focused on a defendant’s “presence” within a State in favor of a more flexible inquiry into whether a
defendant’s contacts with the forum made it reasonable, in the context of our federal system of
Government, to require it to defend the suit in that State. . . .
Applying these principles, we have held that if a foreign corporation purposefully avails itself of
the benefits of an economic market in the forum State, it may subject itself to the State’s in personam
jurisdiction even if it has no physical presence in the State. . . .
. . . . “Although territorial presence frequently will enhance a potential defendant’s affiliation
with a State and reinforce the reasonable foreseeability of suit there, it is an inescapable fact of modern
commercial life that a substantial amount of business is transacted solely by mail and wire
communications across state lines, thus obviating the need for physical presence within a State in which
business is conducted. So long as a commercial actor’s efforts are ‘purposefully directed’ toward residents
of another State, we have consistently rejected the notion that an absence of physical contacts can defeat
personal jurisdiction there.” . . . In “modern commercial life” it matters little that such solicitation is
accomplished by a deluge of catalogs rather than a phalanx of drummers: The requirements of due
process are met irrespective of a corporation’s lack of physical presence in the taxing State. Thus, to the
extent that our decisions have indicated that the Due Process Clause requires physical presence in a State
for the imposition of duty to collect a use tax, we overrule those holdings as superseded by developments
in the law of due process.
In this case, there is no question that Quill has purposefully directed its activities at North Dakota
residents, that the magnitude of those contacts is more than sufficient for due process purposes, and that
the use tax is related to the benefits Quill receives from access to the State. We therefore agree with the
North Dakota Supreme Court’s conclusion that the Due Process Clause does not bar enforcement of that
State’s use tax against Quill.
....
Our interpretation of the “negative” or “dormant” Commerce Clause has evolved substantially
over the years, particularly as that Clause concerns limitations on state taxation powers. . . .
....
While contemporary Commerce Clause jurisprudence might not dictate the same result were the
issue to arise for the first time today, Bellas Hess is not inconsistent with Complete Auto Transit v. Brady
(1977) and our recent cases. Under Complete Auto’s four-part test, we will sustain a tax against a
Commerce Clause challenge so long as the “tax [1] is applied to an activity with a substantial nexus with
the taxing State, [2] is fairly apportioned, [3] does not discriminate against interstate commerce, and [4] is
fairly related to the services provided by the State.” Bellas Hess concerns the first of these tests and stands
for the proposition that a vendor whose only contacts with the taxing State are by mail or common carrier
lacks the “substantial nexus” required by the Commerce Clause.
....
The State of North Dakota relies less on Complete Auto and more on the evolution of our due
process jurisprudence. The State contends that the nexus requirements imposed by the Due Process and
Commerce Clauses are equivalent and that if, as we concluded above, a mail-order house that lacks a
physical presence in the taxing State nonetheless satisfies the due process “minimum contacts” test, then
that corporation also meets the Commerce Clause “substantial nexus” test. We disagree. Despite the
similarity in phrasing, the nexus requirements of the Due Process and Commerce Clauses are not
identical. The two standards are animated by different constitutional concerns and policies.
Due process centrally concerns the fundamental fairness of governmental activity. . . . In contrast,
the Commerce Clause and its nexus requirement are informed not so much by concerns about fairness for
the individual defendant as by structural concerns about the effects of state regulation on the national
economy. . . .
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. . . . Accordingly, contrary to the State’s suggestion, a corporation may have the “minimum
contacts” with a taxing State as required by the Due Process Clause, and yet lack the “substantial nexus”
with that State as required by the Commerce Clause.
. . . . [A]lthough our Commerce Clause jurisprudence now favors more flexible balancing
analyses, we have never intimated a desire to reject all established “bright-line” tests. Although we have
not, in our review of other types of taxes, articulated the same physical-presence requirement that Bellas
Hess established for sales and use taxes, that silence does not imply repudiation of the Bellas Hess rule.
....
Undue burdens on interstate commerce may be avoided not only by a case-by-case evaluation of
the actual burdens imposed by particular regulations or taxes, but also, in some situations, by the
demarcation of a discrete realm of commercial activity that is free from interstate taxation. Bellas Hess
followed the latter approach and created a safe harbor for vendors “whose only connection with
customers in the [taxing] State is by common carrier or the United States mail.” Under Bellas Hess, such
vendors are free from state-imposed duties to collect sales and use taxes.
....
[A] bright-line rule in the area of sales and use taxes also encourages settled expectations and, in
doing so, fosters investment by businesses and individuals. Indeed, it is not unlikely that the mail-order
industry’s dramatic growth over the last quarter century is due in part to the bright-line exemption from
state taxation created in Bellas Hess.
....
This aspect of our decision is made easier by the fact that the underlying issue is not only one that
Congress may be better qualified to resolve, but also one that Congress has the ultimate power to
resolve. . . . Congress is now free to decide whether, when, and to what extent the States may burden
interstate mail-order concerns with a duty to collect use taxes.
....
The judgment of the Supreme Court of North Dakota is reversed. . . .
JUSTICE SCALIA, with whom JUSTICE KENNEDY and JUSTICE THOMAS join, concurring in part.
....
. . . . Congress has the final say over regulation of interstate commerce, and it can change the rule
of Bellas Hess by simply saying so. We have long recognized that the doctrine of stare decisis has “special
force” where “Congress remains free to alter what we have done.” . . . Moreover, the demands of the
doctrine are “at their acme . . . where reliance interests are involved.” As the Court notes, “the Bellas Hess
rule has engendered substantial reliance and has become part of the basic framework of a sizable
industry.”
....
JUSTICE WHITE dissenting in part.
. . . . The Court stops short, however, of giving Bellas Hess the complete burial it justly deserves. In
my view, the Court should also overrule that part of Bellas Hess which justifies its holding under the
Commerce Clause. . . .
....
. . . . What we disavowed in Complete Auto was not just the “formal distinction between ‘direct’
and ‘indirect’ taxes on interstate commerce,” but also the whole notion underlying the Bellas Hess
physical-presence rule—that “interstate commerce is immune from state taxation.” . . .
....

Copyright OUP 2013

3

. . . . Instead of the formalistic inquiry into whether the State was taxing interstate commerce, the
Complete Auto Court adopted the more functionalist approach. . . . In conducting his inquiry, Justice
Rutledge used language that by now should be familiar, arguing that a tax was unconstitutional if the
activity lacked a sufficient connection to the State to give “jurisdiction to tax;” or if the tax discriminated
against interstate commerce; or if the activity was subjected to multiple tax burdens. . . .
. . . . When the Court announced its four-part synthesis in Complete Auto, the nexus requirement
was definitely traceable to concerns grounded in the Due Process Clause, and not the Commerce
Clause. . . .
. . . . Perhaps long ago a seller’s “physical presence” was a sufficient part of a trade to condition
imposition of a tax on such presence. But in today’s economy, physical presence frequently has very little
to do with a transaction a State might seek to tax. Wire transfers of money involving billions of dollars
occur every day; purchasers place orders with sellers by fax, phone, and computer linkup; sellers ship
goods by air, road, and sea through sundry delivery services without leaving their place of business. It is
certainly true that the days of the door-to-door salesperson are not gone. Nevertheless, an out-of-state
direct marketer derives numerous commercial benefits from the State in which it does business. These
advantages include laws establishing sound local banking institutions to support credit transactions;
courts to ensure collection of the purchase price from the seller’s customers; means of waste disposal
from garbage generated by mail-order solicitations; and creation and enforcement of consumer protection
laws, which protect buyers and sellers alike, the former by ensuring that they will have a ready means of
protecting against fraud, and the latter by creating a climate of consumer confidence that inures to the
benefit of reputable dealers in mail-order transactions. To create, for the first time, a nexus requirement
under the Commerce Clause independent of that established for due process purposes is one thing; to
attempt to justify an anachronistic notion of physical presence in economic terms is quite another.
....
Also very questionable is the rationality of perpetuating a rule that creates an interstate tax
shelter for one form of business—mail-order sellers—but no countervailing advantage for its competitors.
If the Commerce Clause was intended to put businesses on an even playing field, the majority’s rule is
hardly a way to achieve that goal. . . .
....
Although Congress can and should address itself to this area of law, we should not adhere to a
decision, however right it was at the time, that by reason of later cases and economic reality can no longer
be rationally justified. The Commerce Clause aspect of Bellas Hess, along with its due process holding,
should be overruled.
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