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SECTION 1: AN OVERVIEW OF AN EXCITING INDUSTRYPRIVATE 

An Introduction to Network Marketing

Network marketing - also called multilevel marketing (MLM), person-to-person marketing, and one-on-one marketing - is a form of direct selling.  
You already know what direct selling is.  Avon, Tupperware, Mary Kay, Fuller Brush ... these are just some of the direct selling companies that have been household names for decades.  


Direct selling companies market goods and services through networks of thousands of independent distributors.  These distributors either buy products from their companies and then resell them to consumers, or they sell products on behalf of their companies for a commission. 


Network marketing gives direct selling a new spin.  In both types of companies, distributors make money by selling products directly to consumers.  But in network marketing companies, distributors can also make money by building their own sales organizations and receiving commissions or bonuses on the sales generated by the distributors in the organizations.  They build these sales organizations (often called “downlines”) by recruiting new distributors, and helping those new distributors recruit other distributors, and so on.  


Let’s say Distributor A recruits Distributor B, Distributor B recruits Distributor C, and Distributor C recruits Distributor D.  In a network marketing company, Distributor A receives a commission on sales made by Distributors B, C, and D.  The term “multilevel marketing” springs from the fact that distributors receive commissions on multiple levels of their organizations.  Most direct selling companies today are structured this way.


Don't underestimate the power of compounding. An old story in Time Magazine, recounted the shipment of 1,000 Giant African Snails to the U.S., and noted that if one escapes, it can give rise to 16 quadrillion descendants in five years that will eat anything.

Much of the power of network marketing springs from the fact that most people tend to seek advice about products, services, and even business opportunities from their friends and relatives.  Moreover, they generally trust that advice.  In fact, a poll by the Roper Organization revealed that the advice of friends and relatives carries even more weight than the advice that comes from strangers with impressive credentials.  The poll showed that for every person who seeks financial counsel from a financial planner or stockbroker, three go to friends and relatives for advice.  


Network marketing allows people to put that trust to work in a positive way that can improve the lives of those who give the advice, as well as those who take it.

Hard Facts About a Growing Industry
· Every week, more than 55,000 people in the United States alone sign up as network marketers - 150,000 per week worldwide.

· In excess of 10 million people in the United States alone are distributors for network marketing companies; one in ten households have a direct seller.

· Throughout the world, there are more than 30 million network marketing distributors.  

· In the United States, sales in the network marketing industry are in the $20 billion range.  Worldwide sales exceed $80 billion.

· The world leader in network marketing is Japan, with more than $30 billion in sales.  Countries with at least $1 billion in sales include the U.K., Brazil, Italy, Germany, France, Canada, and Taiwan.  Business is booming in the new frontiers as well: Eastern Europe, Russia, and the People’s Republic of China.

· Seventy-five percent of all network marketing distributors are women. Men account for 25 percent.  (These numbers likely reflect the demographics of long-dominant companies like Avon and Mary Kay.  Recent growth in the industry has been among newer companies that have a more even balance between male and female distributors.

· Approximately 80 percent of networkers are part-time and 20 percent full-time people who work 30 hours a week or more in their business. For the vast majority of networkers, it is a “second job,” with the hope of $300 to $500 per month in auxiliary income.

· About 3 percent of all networkers will make more than $35,000 a year; 2 percent will make more than $50,000; 0.5 percent will make more than $100,000 annually; and about 0.1 percent will make more than $150,000.

· About 13 percent of direct marketers are African-American; almost 5 percent are Latinos; 1 percent are Asians; and about 0.5 percent are native Americans.


· Approximately 66 percent of distributors are between ages 25 and 44.  Another 14 percent fall into the 45 to 54 age bracket.  Seniors over the age of 65 account for about 5 percent of direct sellers.

· About 8 percent of direct sellers have physical disabilities.

· Over two-thirds of all network marketers have high school degrees or some college education, and 25 percent have a college degree or beyond.  



[NOTE:  The following is a side bar.]

This Myth is a Turkey


You’ve probably heard all those beloved multilevel marketing myths - “multilevel marketing classes are taught at Harvard Business School,” “Network marketing has produced more millionaires than any other type of business,” “MLM will dominate the economy in the 90s,” and so on.  


Well, network marketers aren’t the only people who rewrite history.  Believe it or not, there was no turkey on the table at the first Thanksgiving, according to The Book of Answers: The New York Public Library Telephone Reference Service’s Most Unusual and Entertaining Questions, edited by Barbara Berliner (Prentice Hall Press).


During the three-day celebration, they ate venison, duck, goose, seafood, eels, white bread, corn bread, leeks, watercress and various other greens, wild plums, dried berries, and wine.  But there were no turkeys at the tables.  On the other hand, you might consider this one of the first “opportunity” meetings in the New World.



[NOTE:  End of side bar.]

Why Millions of People Are Getting Involved

Although network marketing isn’t for everybody, millions of people from all walks of life consider it to be the right opportunity at the right time.  The fact is becoming an independent distributor can fill important needs and fit within the time and money limitations many people face.  

Virtually No Investment Required

Most companies require only the purchase of a modestly priced sales kit ($25 to $100) to get started.  

The Chance to Own a Business

Because network marketing can easily be done part-time, and worked around a full-time job, it gives people who work for someone else the chance to own their own businesses and jump into the world of entreprenuership.  In this world, they are rewarded for risk-taking, and have control over their working environments.  

Extra Income and Possible Tax Benefits

Network marketing allows people to earn additional income in their spare time, or even create a full-time, high-paying career.  Plus, they may enjoy some very real tax benefits through operating their own home businesses.

An Ideal Home-Based Business

The vast majority of network marketers run their businesses from their homes, making it perfect for those who want to earn extra income, yet still spend time with their families.  

Social Interactions

In an age in which we find ourselves “cocooning” into our own homes, one of the greatest attractions network marketers point to is the plus of social networking.  Because this is a people business, distributors make many new friends and acquaintances.

Self-Esteem

Every network marketing company gives its distributors recognition for their achievements.  Thanks to this recognition, many distributors have found new self-esteem.  

In Tune with the Times

With the nation’s leaders imploring citizens to become financially empowered and to take responsibility for their own financial destiny, and with the majority of new jobs coming from small business enterprises, networkers are becoming increasingly aware that they are in tune with the times.


There is no security on this earth; there is only opportunity. - General Douglas MacArthur
A Maturing Industry Overcomes an Old Reputation

During its wild childhood and adolescence, network marketing acquired a reputation that in some ways was less-than-sterling.  Face it - any rapidly growing new industry attracts its share of scam artists, and network marketing was no exception.  


Some of the image problems that it gained in the eyes of the press, regulatory agencies, and the public are unfair and undeserved.  But some were rightfully earned.  The biggest problem has been hucksters who talk people into making huge investments or buying garage-loads of inventory, then vanish into the night.  Pie-in-the-sky, get-rich-quick, something-for-nothing promises and claims have been a continuing problem, too - not to mention the bad rap the industry takes every time someone is invited to come to a dinner party at a neighbor’s house, or for coffee with a friend, only to be hit with a recruiting pitch.  Too many networkers, in their enthusiasm to recruit new distributors and sell products, have forgotten common sense and courtesy, and have become pests and a plague on their neighbors’ houses.


As network marketing matures, the rough edges of its youth are being smoothed out.  Today, legal and ethical rules and regulations from both inside and outside the industry are in place to help prevent the abuses of the past from reoccurring.  Most network marketing companies’ corporate leaders and top distributors, knowing that a reputation for integrity and fair-dealing is critical to their success, zealously promote and enforce strict standards of ethics.  As a result, the industry’s old reputation is being replaced by its new, mainstream posture in the business world.


Here are some signs that this is happening:

Major corporations have adopted network marketing.

Giant corporations have marketed some of their own products and services through network marketing channels - companies such as MCI (Amway), Sprint (Network 2000), ATT (Shaklee), Avon, Tupperware and Primerica.

National trade associations represent it.

The industry is now served by two national trade associations: the Direct Selling Association (DSA) in Washington, D.C., and the Multi-Level Marketing International Association (MLMIA), in Newport Beach, California. 

The industry has given birth to publications, conferences, and seminars.


Several national publications have appeared in the last few years to keep the industry informed.  Major newsstand publications such as Entrepreneur, Success, Wealthbuilding and Network Marketing frequently cover network marketing topics.  Off newsstand trade publications such as Money Maker’s Monthly and Upline are devoted to industry issues. National conferences and seminars on business and legal issues for networkers are commonplace. For more than a decade Legaline Publications (Portland, Oregon 1-800-231-2162), has sponsored the MLM Entrepreneur Series, a semiannual national conference on the industry, as well as the popular corporate conference series Starting and Running the Successful MLM Company.   Legaline Publications also publishes educational brochures for distributors as well as two informative newsletters for Network Marketing corporate executives, Legaline and Start. Academic conferences on network marketing have been sponsored by such institutions as the University of Texas at El Paso, University of Illinois, and the University of Houston.

The federal government has recognized network marketing.

Congress recognized the industry by amending its tax laws on independent contractors to provide that, if distributor agreements were properly worded, direct selling companies are not employers and distributors are not employees for federal withholding and tax purposes.  The IRS developed its own special publication (publication 911) to aid direct sellers in preparing their income tax returns.  Since the famous 1979 FTC decision involving Amway, the FTC has increasingly recognized legitimate multilevel marketing activity.  The Postal Service recognizes legitimate direct selling activity.  Representatives of various federal agencies appear at industry trade conferences and assure the industry that they are not interested in stamping out legitimate business activity.

State governments have recognized it, too.

Recent network marketing distribution statutes, which have been adopted in several states, are perhaps the clearest indication that the industry is reaching maturity.  The new statutes specify requirements for distributor agreements, buy‑back policies, registration, disclosures of information, earnings representations, etc.  Also, many states are following the federal government’s lead in exempting direct selling companies from unemployment compensation laws and other withholding laws in recognition of the independent contractor status of distributors.  Most states are beginning to recognize that network marketing activity is a distinctly different form of business opportunity than that which is found in the area of securities, franchise, or the sale of other business opportunities.  The threshold dollar amount of investment in most franchise laws now exempts network marketing companies.  Similarly, most states which have adopted business opportunity legislation have carved out an exemption for sales kit materials sold at company cost. 

Why They Do It ...

According to the Direct Selling Association, the five top reasons why people join network marketing companies are: 

1.  I like and believe in the product.  (90 percent)

2.  I like being my own boss.  (73 percent)

3.  I like working at home.  (64 percent)

4.  The harder I work, the more I make.  (54 percent)

5.  I enjoy selling.  (49 percent)

The “Perfect” Products for Network Marketing Companies

In the early days of the industry, most network marketing companies carried cosmetics, nutritional, personal care, or home cleaning products.  While these types of products are still heavy hitters, today’s companies have found that they can sell almost anything and everything through network marketing, including services.


If a product benefits from demonstration, explanation, or personal testimonials, it’s a good candidate for network marketing.  That’s because networkers share their excitement about products with their families, social organizations, and co-workers.  They demonstrate and explain the products, and tell others what the products have done for them.  Products that might sit on store shelves indefinitely can blossom into top sellers when their applications or benefits are communicated one-on-one.


Of course the industry’s solid base has historically been dietary supplements, cosmetics, personal care and home care products.


In recent years, consumer service products such as prepaid phone cards, long distance telephone, prepaid legal, insurance and discount buying services have become highly popular to market through networks, benefiting by testimonials of savings.  Major Telecom companies such as Sprint, MCI and LCI has signed on millions of residential customers through the efforts of network marketers. With deregulation of energy, even electricity is marketed by networkers.  Designer toys and home and personal security appliances are just a few of the other items that are popular network marketing products these days.  

Are You Right for This Business?



It takes all kinds of people to make the world spin.  And it takes all kinds of businesses.  But not every type of person is right for every type of business.  


Are you right for network marketing?


To answer that question, here is a list of what you must do to become a successful network marketer. 

1. Meet people.

This is a people business.  To be successful in network marketing, you have to let your hair down and get out and mix it up with other people.  The only way you’ll make sales or find recruits for your sales organization is to get out there and rub shoulders.  If you are not a people person, this business probably isn’t for you.

2. Believe in your products.

If you don’t use the goods or services your company offers, and you don’t sincerely believe that you’re doing people a service by offering these things to them, it will show up in your sales.  You need to be the type of person who can get enthused about sharing good things with others.

3. Be patient.   

Network marketing is like any other activity.  You have to give it time.  When you find a good company, you should give your new business at least a year to succeed or fail. 

4.  Attend company training programs.

Most companies have high quality training programs to teach you to sell the product and to recruit new distributors.  If you want to be successful in this business, you must be willing to take advantage of ongoing training opportunities and incorporate what you learn in your daily operations.

5. Work with your sponsor, and work with those you sponsor.

A network marketing sales organization is very much like a family.  When you first join a company, you are like a child who should be anxious to learn the ropes from the person who sponsored you.  As you learn and gain experience, you should actively work with the distributors you sponsor, and help them do the same for the people they sponsor. The more success they achieve, the more success you will achieve.  If you’re not willing to help others and be helped, this business is not for you.

6. Think positive.

You’re going to be exposed to a lot of motivational speakers and materials in this business.  This is true of any sales business.  Some will be useless and frivolous.  But some will put you in the right frame of mind to succeed, and help you keep pushing ahead when things don’t go smoothly.  Remember this isn’t a get-rich-quick scheme.  There will be hard work.  There will be rejection.  If it takes ten presentations to make one sale, you’ll have to wade through nine rejections.  If you’re the type of person who can maintain a positive attitude, you’ll have an advantage in network marketing.





[NOTE:  Perhaps a sidebar.]


“Remember you have to kiss a lot of frogs before you will marry a prince.”

7. Get organized.

This is a business.  To succeed, you must be the type of person who can get down to business by being organized and methodical.  Make good use of time planners.  Use your home computer for tracking customers and recruits.  Set aside a place in your home that is only for business.  

8. Be loyal.

Don’t become a “multilevel junkie!”  Some distributors fail because they bounce from one network marketing program to another.  This is a prescription for failure.  While many successful distributors may be involved in promoting two or three direct selling product lines at once, the most successful distributors are those who focus on promoting the products or services of a single network marketing company over a long period of time.  Find the right company, and then stick with it.  Loyalty pays.

9. Work!

Network marketing is not a quick, easy path to a lifetime of prosperity.  Nor is it a free ride to wealth that requires absolutely no effort on your part.  It doesn’t work that way.  In fact, it doesn’t work at all unless you do!  You have to devote time and effort to it especially at first.  It can pay huge rewards.  But regardless of what anyone tells you, you have to work for them.


Work is life, you know, and without it, there’s nothing but fear and insecurity. - John Lennon



If you think you can do these nine things that network marketers have to do to succeed, and do them well, this business may be right down your alley!



[NOTE:  The following is a side bar to go with the preceding copy.]

The Entrepreneurial Mind- Pushing the Envelope

“To understand the mind of an entrepreneur, you should study the mind of a juvenile delinquent” - attributed to Malcolm Forbes


In his book, The Entrepreneurial Mind, Jeffrey Timmons notes that the most important entrepreneurial skill is not necessarily technical expertise.  As a professor of business at Harvard University and Babson College he wrote that those in attendance at the Smaller Company Management Program at Harvard Business School identified mental attitudes and philosophies to be the most important business skills for running a business today and in the next several years. He calls these habits of thinking the “entrepreneurial mind,” and sets forth several important characteristics of people who possess it:

Committed and Persevering


These people are willing to make sacrifices in their lives, and exhibit perseverance and dedication.

Achievement-Oriented


These individuals are competitive, and are driven to outperform others, as well as their own prior performances.

Opportunity-Oriented


These people look for the “opportunity,” and allow that discovery to guide them through the rest of their business actions.

Positive


These individuals view problems as opportunities, and adopt a positive outlook that does not readily accept the impossibility of any goal.

Self-Confident


Although not oblivious to external events, these people are more likely to believe that they are the main controlling factor in their success or failure.

Able to Live With Stress and Uncertainty


These individuals are not meant for nine-to-five jobs.  They can operate effectively in an environment of stress and uncertainty.

Willing to Take Risks


The word “entrepreneur” derives from the French expression for a


risk-takers.  These people are risk-takers.  However, they are calculated risk-takers - not foolhardy individuals. At an academic conference on network marketing at the University of Texas at El Paso, marketing professors agreed that successful entrepreneurs often “push the envelope” of societal norms.  The professors tended to agree with an observation attributed to Malcolm Forbes - that to understand the mind of an entrepreneur, one should look at the mind of a juvenile delinquent.  Perhaps this is why network marketing sometimes brings out the “best” and “worst” in distributors and that successful networkers and MLM company founders are “often on the edge.” But, this characteristic can also be observed among the founders of many of America’s most innovative and successful companies.



[NOTE:  End of side bar.]

The Saturation Theory?  Not to Worry!

The “saturation theory” goes like this: Every network marketing opportunity will sooner or later come to an end because network marketers will eventually run out of (1) potential customers to sell to, and (2) prospective distributors to recruit.


This theory has been used for years by zealous government regulators as a criticism of the network marketing industry.  Does it hold water?


No.  


After decades of hard-charging recruiting, even the oldest and largest networking companies are still finding plenty of distributors and customers.  Just take a look at Amway ($7 billion) and Avon ($5 billion)  both growing multi-billion dollar companies.


Scores of other networking companies have emerged since, and are thriving.  Even at this late date, only about 10 million people are involved as network marketing distributors in the U.S.  Sure, that’s a lot - but it’s only a small fraction of the country’s 250 million population.  The rest of the world?  It has hardly been touched!  


The industry’s growth around the globe continues at a fast pace with sales in excess of $80 billion, yet only about 30 million people are involved in a world with 5 billion people.  


That’s a lot of growth potential!


Arizona and Texas-based Allen Baytes, an industry veteran of many recruiting campaigns, agrees: “There is no such thing as saturation.  In a country with 250 million people, network marketing only scratches the surface of available prospects.”  Baytes is publisher of the Baytes Report, a network marketing industry journal, and has served over the years in both corporate and distributor capacities with network marketing companies.  


Several years ago, the saturation theory was tested in a famous court case involving a company named Go‑Re‑Mar.  The company’s program was challenged as a pyramid scheme with the claim that its sales force would ultimately run out of new recruits.  But, as the court noted, that’s not the way things work in the real world.  The U.S. Court of Appeals, while injecting some humor in its opinion about this brassiere-hawking company, made its position perfectly clear:  



“The sole evidence to support the Commission’s holding that the plan is inherently unfair and deceptive is a mathematical formula, which shows that if each participant in the plan recruited only five new recruits each month and each of those in turn recruited five additional recruits in the following month, and this process were allowed to continue, at the end of only 12 months the number of participants would exceed 244 million, including presumably the entire staff of the FTC.  The Commission concludes that this, in effect, is the impossible dream and that the siren song of Symbra’Ette must be stilled.  We find no flaw in the mathematics or the extrapolation and agree that the prospect of a quarter of a billion brassiere and girdle hawkers is not only impossible but frightening to contemplate, particularly since it is in excess of the present population of the Nation, only about half of whom hopefully are prospective lingerie consumers.  However, we live in a real world and not fantasyland.



“As indicated by the record, the fact is that Symbra’Ette, which commenced business in 1963, did not reach its peak in distributorships until 1972 when it had attracted some 3,635 distributors.  The record does not indicate the geographical distribution of these vendors, and we have no study or analysis in the record which would realistically establish that some recruiting saturation exists which makes the entry of additional distributors and the recruitment of others potentially impossible in any practical sense.  While the Commission need not establish actual deception by the testimony of disappointed entrepreneurs, it has failed entirely to establish a potential threat.  Not all Americans aspire to the calling in issue and not all who are attracted will continue indefinitely.”


The fact is, as long as there is a market for a product, there will be new opportunities for distributors.  For example, in a ten-year period, Amway developed a whole new market for its products in the Japanese marketplace, racking up several billion dollars a year in sales. 


Networking companies in the U.S. are constantly cracking new demographic markets.  The fast-growing Hispanic market in the U.S. is a good example.  Companies like Discovery Toys have opened up the market to networks of teachers.  A.L. Williams (later folded into Primerica Financial) opened the market to networks of part-time insurance agents.  Quorum International, with its personal security products, added networks of law enforcement personnel and security salesmen to the world of network marketing. Oxyfresh built a successful market for its personal care and hygienic products through networks of Dental professionals, Nikken, one of the industry’s marketers of health related products, has among its distributors, substained networks of doctors and chiropractors.


Baytes points to another factor that works against the idea that networkers will run out of potential recruits: there is a constant recycling of new blood in the marketplace.  For instance, he indicates that the attrition from layoffs in corporate America opens up new markets.  He also points to the fact that ethnic markets, such as Hispanic and Asian populations, are only recently grasping the network marketing opportunity.  He maintains that new markets for products and recruits are always available.


The allegation that network marketers will run out of sales opportunities is ludicrous, especially in light of the fact that the industry’s most common products, such as cosmetics and nutrition products are highly consumable.  That is, consumers buy them over and over again.  Walk onto the first floor of any department store.  You’ll note that it’s almost entirely filled with cosmetics counters.  Likewise note the health and nutritional section of every major supermarket chain.  As long as you see these departments, you’ll know that there is still plenty of opportunity for network marketers.


“Traditional markets demonstrate that as long as someone comes along with a better product, a new market opens,” Baytes adds.  “Just look at Honda, a company that cracked open the mature automobile market long dominated by American manufacturers.”  Recent history tells us that the auto industry has learned from this experience that quality and value expands markets.


The verdict: There is no question that opportunities for sales and recruitment will expand and contract.  If you look at the track record of the network marketing opportunity over the past decades, it is obvious that the saturation theory is a myth.

With a Little Help From Your Friends - Trade Associations

Network marketing companies are fond of telling their distributors, “You’re in business for yourself - not by yourself,” and “You’re on your own, but not alone.”  They are referring of course, to the broad support systems they offer their distributors to enhance their individual businesses.  


As it turns out, there is yet another level of support in the industry that ties all network marketing companies and distributors together.  Industry trade associations provide everyone in the networking business - at both the corporate and independent distributor levels - with a broad worldwide network.


There are two major industry trade associations: the Direct Selling Association (DSA), in Washington, D.C., and the Multi-Level Marketing International Association (MLMIA), in Newport Beach, California.  Think of them as the information super-highway for networkers.  Whether you’re with a company that sells toys or vitamins or cosmetics or encyclopedias, these organizations bring the entire industry together to create a common resource for legislative and educational support.

The MLMIA


It’s no coincidence that the MLMIA is headquartered on the sun-drenched coast of California in Newport Beach.  After all, network marketing plays especially well in the sunbelt states of California, Arizona, Texas, and Florida.  Southern California is probably the heart of the industry. 


The MLMIA was founded in 1985 and has affiliates around the world, from the South Pacific to London.  Its membership tends to be a younger generation of network marketing companies, although older, more established companies are involved as well.  


Highly respected management consultant, Doris Wood, founder of the MLMIA, notes the principal reasons for forming the Association:  “We felt that the direct selling industry needed an organization that focused solely on the problems and issues of multilevel marketing companies.  In addition, we felt that distributors needed to have a participatory role in industry issues, and therefore, we became the only trade association to accept as members both network marketing companies, as well as individual distributors.  Our goal is to support the cause of multilevel marketing throughout the world.”


The MLMIA has done an admirable job pursuing this cause.  Its members have testified before legislatures on industry issues and filed amicus (friends of the court) briefs in important cases affecting network marketing.  It has adopted ethics screening standards for its members and is often in contact with attorneys general in its effort to protect the industry by helping to weed out disreputable operators and pyramid schemes.


 The MLMIA Government Industry Liaison Group, hosts a task force that have met with attorneys general and government regulators to keep the lines of communication open between the industry and government.  Says MLMIA Board Chairperson, Michael Sheffield, “We have developed a fine rapport and we’re on the same wavelength.  We speak at their meetings and they come speak at ours.  It’s a beneficial relationship for both the network industry and consumers.”


The MLMIA makes available a wide variety of educational materials for both companies and distributors.  The organization hosts ongoing conferences on the industry.  At many of the conferences, specific segments are devoted to issues of particular interest to individual distributors, as well as corporate members.  The segments are often referred to as “Distributor Day” or “Corporate Day.”  


“Since the organization is there to support both distributors and corporate members,” says founder Doris Wood, “we feel it is important to provide a balance of programs and activities.”  The MLMIA also makes available to its corporate and individual members a comprehensive consumer benefits and insurance package for self-employed independent distributors.  


Many network marketing companies (NuSkin, Oxyfresh, Enrich, Cell Tech, Envion, and Noevir, to name a few) have joined the MLMIA, and their distributors are already eligible for the benefits the association offers.  If your company isn’t involved, don’t be shy about getting an individual membership.  You’ll enjoy the benefits of being part of something bigger.

The DSA


The DSA is the granddaddy of the industry, which actually goes back to 1910.  One of the founding members, Avon, is still probably the most famous direct selling company in the world.  (Back in those days, Avon was called the California Perfume Company.)  


After early stints in New York and Minnesota, the DSA moved to Washington, D.C. in 1969, and has been there ever since.  DSA organizations belonging to the World Federation of Direct Selling Associations are now located in more than 40 countries around the world, but they take their cue from the American-based DSA in Washington, D.C.


The DSA has more than 100 member companies in the United States.  If you’re affiliated with a company such as Amway, Mary Kay, Shaklee, or Tupperware, chances are good that you have access to the information and support systems of the DSA through your company.  DSA membership is for companies, however  not individual distributors.  Nevertheless, the DSA, issues gold identity cards to individual networkers through member companies to identify their affiliation with the DSA.


DSA representatives travel tens of thousands of miles every year to testify before state legislatures on issues of importance to network marketers.  The crowning achievement of the organization came in 1982 when it successfully convinced Congress to amend the Internal Revenue Code to recognize independent contractor status for direct sellers.  


The DSA also gives input on pending legislation in areas of consumer protection and ethical trade practices, including anti-pyramid laws, rules on in-home solicitations, business opportunity registration laws, etc.


What’s the future mission for the DSA?  In an annual report, DSA president Neil Offen noted, “In the days ahead, I see DSA playing a greater role as the industry’s vehicle for self-regulation, both here in the United States and in conjunction with our 39 sister DSAs around the world.  While I see us continuing to win independent contractor tax fights and affirm how crucial that and our other government relations efforts are to our long-term existence, I also see the need for us to do more to further raise the level of integrity, openness, and ethical behavior of companies, salespeople, and distributors.”


On an ongoing basis, the DSA organizes conferences for networkers that train and educate on many aspects of the business.  The DSA has a sister organization - the Direct Selling Education Foundation - which supports academic research and conferences on direct selling issues. The DSA is also instrumental in the WFDSA (World Federation of Direct Selling Association), an affiliation of associations from around the world that promote ethnical practices in direct selling.


DSA members are required to agree to a comprehensive ethics code, which commits them to fair business practices for both consumers and distributors.  The far-reaching rules deal with such issues as buy-back policies, inventory loading, earnings representations, and deceptive recruiting practices.


In addition, the DSA continually tracks industry information and prints out a wide variety of informational materials, brochures, and pamphlets that are helpful to both companies and their individual distributors.  


The sole purpose of the DSA and MLMIA is to support the network marketing business, its companies, and distributors.  It pays to get involved.  


For more information, contact:



DSA



1666 K Street, N.W., Suite 1010



Washington, D.C. 20006-2808



(202) 293-5760.



MLMIA



119 Stanford Court 



Irvine, CA 92612    



(949) 854-0484

Women and Network Marketing: A Perfect Match

There is a rich tradition in this industry - the success story of the American woman in network marketing.  Over the last 40 years, it has been a symbiotic relationship - network marketing is great for women, and women are great for network marketing.


Women have excelled in this business as independent distributors, and as corporate owners and managers.


For example, Marta Kollman, together with her co-founder husband, Darryl, has served as the driving force of Cell Tech, a thriving nutritional and personal care products company that boasts more than 100,000 active distributors, hundreds of millions of dollars in sales, and employment for hundreds of employees.  Marta follows in the steps of other highly successful women who have used network marketing to demonstrate to corporate America the amazing affinity of women for this type of marketing. Giants of the industry have included Mary Kay Ash, of Mary Kay Cosmetics, Mary Crowley, of Home Interiors and Gifts, and Lane Nemeth of Discovery Toys.  Not only have these women created companies with billions of dollars in sales, they have also afforded opportunities to tens of thousands of women to succeed financially on their own terms.

Women Stand Out

In 1992, a study of the direct selling industry was commissioned by the Direct Selling Association and conducted by Nathan Associates.  It revealed that approximately 90 percent of the industry’s salespeople were women. 


This figure has fluctuated in recent years between 70 and 80 percent.  This is not surprising, given the fact that early successes in the industry, such as Avon, Mary Kay, and Tupperware, found their support among housewives.  The 1992 DSA study found that “the ‘average’ person working in direct selling is a white, married woman, aged 35 to 44, with some college education, a household income of $25,000 to $30,000, a working husband, and children.”  The research also revealed that this person is adding $200 to $300 per month to the family income, working between five and ten hours a week.


However, this profile is changing.  One leading cosmetics company did a study of changes in its field force from the 1960s to the 1980s.   In the 1960s, 90 percent were housewives and 10 percent were in the outside work force.  By the 1980s, the figures had reversed: 90 percent were in the outside work force, while only 10 percent worked in the home.  Today, network marketing is more often regarded by women as supplemental income to an additional job.


Marta Kollman notes that she has seen the changes in her own sales force.  The percentages of men and women in Cell Tech are about equal.  This is reflective of the trend in the “next generation” of network marketing companies.

A Window of Opportunity for Women

The network marketing industry has been a window of opportunity for women for many reasons.  In her book Charismatic Capitalism, Nicole Woolsey Biggert, an Associate Professor of Management and Sociology at the University of California at Davis, focused on some of the industry’s positive attractions for women:

The Glass Ceiling

Network marketing removes the glass ceiling that has historically been held over women’s heads in the labor force.  Network marketing rewards are for results.  The sky is the limit for women in this industry.  Fifty-nine of Mary Kay Cosmetics’ national sales directors each had incomes in excess of $100,000.  In addition, the fact that network marketing distributors control their own schedules and work on their own terms is very “empowering” for both women or men.

Family Life

Network marketing as a home-based business is very compatible with family life.  It gives women a way to escape the stress of working in the formal labor force and having to run a household as well.  It is easier to balance the scheduling of family and children’s schedules with the needs of their occupation.

Cooperation, Not Competition

Network marketing has an appeal to women because it stresses cooperation as opposed to competition in the sales force.  Says Biggert, “direct selling organizations promote a ‘go-give’ spirit - not a ‘go-get’ attitude.”  It is not a zero sum game.  Biggert cites one Tupperware dealer who said, “In this business, you don’t get to the top unless you take a lot of people with you.”  According to sociologist Biggert, this sort of win-win group approach is especially appealing to women.

Women Bring Special Talents to Network Marketing

“Women are natural networkers,” says Kollman.  “They help each other in almost all aspects of life.”  


Women bring some unique attributes to the table, adds Venus Andrecht, a successful network marketing distributor who shared her success skills in a best-selling industry book, MLM Magic (Ransom Hill Press).  Andrecht, a single mother, has built a six-figure income as a distributor in network marketing from her kitchen table. 


“We’re natural sales people,” she points out.  “We like to communicate and help people, serve them; which is what selling and business building entails.”  Andrecht notes that network marketing is a people business and, therefore, women’s emphasis on building relationships is a big advantage.


Relationship-building is another attribute that makes women successful in networking, which is a people business, according to Andrecht.  She also notes that strong multitasking skills allow women to balance the many “balls in the air” requirements of a networking business.  Plus, woman bring to the table the patience and intuitive abilities necessary for long-term networking growth.

The Male v. The Female Approach

Men and women have different approaches to network marketing, according to Andrecht. Although some may not find her point "politically correct", her observations come from years of experience on the front lines.  She says ...

1.
Men are obsessed with work.  Women are obsessed with relationships.

2.
Men want quick results.  Woman have more patience.

3.
Men like numbers.  Women are more into feelings about products and other distributors. 

4.
Men like logic.  Women tend to apply intuition to their networking business.

5.
Men are one-pointed.  Women are better at multitasking and communicating.  “Men were the hunters, remember,” she explains.  “They had to have silence to concentrate while they aimed their sticks and rocks at game.  If they didn’t pay absolute attention, the women and children counting on them would starve.  Women were gatherers.  We gathered nuts and seeds while we chatted, watched the kids, kept an eye out for wild animals, and wove baskets.  We learned to do many things at once and do them well.”

6.
In conversations, men like to get to the point quickly.  Women like detailed conversations that may be more productive in the long run information to be used later, or to bond a relationship with another person.


Whatever the future holds for the network marketing industry, women will be a major part of it.  The past proves - and the future will reaffirm - that women and networking are a match made in heaven.



[NOTE:  The following is a side bar.]

Humble Beginnings - Don't Sell Yourself Short

Don’t sell yourself short just because you’re starting small.  


History tells us that in America, many billion-dollar businesses have been started on a shoestring, in garages, and in back bedrooms.  Cases in point: Bill Gates of Microsoft, Phil Knight of Nike Shoes, and Steve Jobs of Apple computer.  There are also many inspiring network marketing success stories about individuals whose companies or distributorships had very humble beginnings.


Take, for example, the co‑founders of Amway - network marketing’s largest multi-billion dollar company.  Rich DeVos and Jay VanAndel mixed their first product, LOC Cleanser, in their bathtubs to start their business. Starting out as distributors for a vitamin company, Nutrilite, their Amway Corporation later bought Nutrilite, which today is their division for nutritional supplements. The founder of Avon, David McConnel, wasn’t even in the cosmetic business in 1886.  He was selling bibles door to door, and giving away free perfume samples as a way to get into the homes of prospective customers.  Today, Amway and Avon post sales of several billion dollars each year and operate throughout the world.  Amway has gone on to become the largest seller of dietary supplements in the world, and Avon is among the world’s largest cosmetic companies. (Forbes magazine survey of the 400 richest Americans routinely placed DeVos and VanAndel among the top 400, each with a net worth in excess of $1 billion.)


Perhaps the most famous lady in network marketing is Mary Kay Ash.  She started Mary Kay in 1963, utilizing products a hide tanner used to cure animal hides.  And consider the origins of Watkins products back in 1868.  Today, Watkins sells a full line of products, from spices, to cosmetics, to health items.  In 1868, however, the founder of the company, Joseph R. Watkins, was selling only one product: liniment.  


Modern-day network marketing successes - whether they are companies or individual distributors all have their “on a shoestring” stories.  Just take a look at Discovery Toys, Longaberger Baskets, NuSkin, etc.  This business was meant to grow from the humble beginnings of one person’s dream.  


So the next time you think you can’t do it, think again!  Make sure, however, that you have access to one of the following tools: a bathtub, a garage, a back bedroom, or a dream.



[NOTE:  End of side bar.]

The Lingo of Network Marketing: Terms You Should Know
Active Distributor - A distributor whose monthly sales activity qualifies him or her for bonuses or override commissions.

Binary - A compensation plan in which a distributor is allowed one or more “business centers,” each limited to two downline legs, and in which compensation is paid on volume of the downline legs rather than a percentage of sales of multiple levels of distributors.

Business Opportunity Legislation - The classic business opportunity statute is California’s Seller Assisted Marketing Plan Act (SAMP Act).  Companies that offer business opportunities for fees in excess of threshold amounts must comply with this legislation.  The majority of states have adopted these statutes.  At-cost sales kits are generally exempt under this legislation, but initial inventory purchases are not.  Companies should be very careful not to trigger this legislation because it carries civil and criminal penalties.

Buy-Back Policy ‑ Most legitimate companies adopt a policy of repurchasing unsold inventory for a reasonable period of time from distributors who choose to terminate their participation.  Typical repurchase is 90 percent of net cost for a period of 30 days to a year.

Co‑Op Ads - Network marketing distributors frequently pool ad media money and share the leads generated by ads in magazines, infomercials, etc.

Consumer Protection Statutes - Virtually every state has adopted unfair trade practices statutes.  These statutes are generally oriented to deceptive advertising and deceptive representations.  Companies that run afoul of other legislation will probably also run afoul of these state statutes.

Downline - All distributors sponsored directly by a distributor, as well as distributors sponsored below by other distributors.

Front-End Loading - A frowned-upon practice in which distributors cause other distributors to buy unreasonable amounts of inventory in order to generate more commissions and overrides.

FTC (Federal Trade Commission) - the government agency that has long regulated this industry sometimes wisely, sometimes overreaching, at one time charging Amway as an illegal pyramid-it lost. The FTC is most concerned about deceptive advertising and lately has been most active in the field of earnings misrepresentations as well as arguing with the industry on the issue of whether “distributor personal use” is a legitimate end destination for products of MLM companies (stay tuned).  The FTC’s ruling on door‑to‑door sales, or the “cooling off period” sets the standard for direct sales involving more than $25.

Generation - In a stairstep plan, a person who qualifies to breakaway from his upline, and becomes a first-generation breakaway.

Green River/Licensing - This legislation is generally local in origin.  The legislation places restrictions on door‑to‑door soliciting, or may require specific licensing of direct selling distributors.  Companies must pay close attention to see that their independent distributors are not “licensed” out of business.

Group Volume - The personal sales volume of a distributor in combination with the sales volumes of distributors in all or part of his or her downline, as defined by a company’s compensation plan.

Heavy Hitter - A distributor who is very successful at producing large-volume sales and who has a large following among other distributors.

High Ticket - Items sold by network marketing companies that sell for hundreds of dollars, such as water filtration systems or electronic products, as opposed to low-ticket items such as vitamins or cosmetics.

Leg - An organizational line of sequentially sponsored distributors starting from one initial sponsoring distributor.

Level - The position of a distributor in your downline.  Personally sponsored distributors are your first level.  Their personally sponsored distributors are your second level, and so on.

Matrix - A compensation plan that creates a grid-like network, in which a distributor is limited as to the number of recruits at each level.  In a three-by-five matrix, for example, each level down to five levels will only have three distributors.

Multilevel (MLM) - A direct selling program in which distributors make money on their personal sales, and, in addition, are entitled to recruit distributors and receive bonuses based on the sales of their recruits and the recruits of their recruits through multiple levels.  “Multilevel marketing” is used interchangeably with “network marketing.”

MLM Junkie - An MLM (network marketing) distributor who goes from one company’s program to another in search of a better business opportunity.  Junkies seldom make a commitment to the product and are rarely successful.

Multilevel Distribution Statutes - Several states have adopted legislation specifically directed at regulating multilevel marketing companies.  These statutes require registration and a variety of disclosures.  In addition, the statutes protect terminated distributors and require specific language in distributor agreements on such issues as cancellation and buy‑back policies.

Organization - All distributors in all legs sponsored by a particular distributor.

Personal Volume - The personal production or sales of a single distributor, is often measured by what a distributor purchases from his or her company.

Pyramid - Virtually every state has a pyramid statute and has applied it to illegal, and unfortunately, from time to time to legal multilevel marketing or direct sales activity.  A pyramid is generally defined as the requirement that a distributor make an investment for the right to recruit others for economic gain.  As a general matter, at-cost sales kits are exempt from the definition of investment.  Statutes prohibiting chain letters or endless chain schemes are generally associated with pyramid legislation.

Retail Sale ‑ A sale to a customer who does not participate in the company’s business plan, or to a distributor who is purchasing for personal or family use in reasonable amounts and not solely for qualification or advancement in the marketing program. Whether or not personal use is a retail sale is subject to dispute. The industry's viewpoint is clear. State and Federal positions vary depending on place and day of the week.

Sales Kit ‑ The only requirement to become a distributor of a legitimate network marketing company is the purchase of a moderately priced ($20 to $100) sales kit that includes order forms, sales receipts, training manual, brochures, etc.

Sales Referral - Many states have adopted sales referral legislation prohibiting rebates or bonuses to customers based upon the referral of other customers who purchase product.  If marketing programs are not administered properly, companies can easily run afoul of these statutes.

Seventy Percent Rule ‑ A common activity requirement that distributors must sell or personally use at least 70 percent of their last wholesale purchase order before reordering.  This requirement is applauded by regulatory agencies as a way to prevent inventory loading.

Sponsoring ‑ The recruitment of a new distributor to sell products or services for a network marketing company.

Stacking ‑ An abuse by a distributor who seeks to manipulate remuneration in the marketing plan by placing various family members or nonproducing distributors underneath his or her position.

Stairstep Breakaway ‑ The oldest and predominant compensation plan.  Initially, distributors are paid a percentage override on the sales of multiple levels of their downline sales organizations.  After meeting certain performance criteria, a distributor advances in rank and breaks away from his or her original sponsorship line.  The original sponsor receives a percentage override on the sales of the entire breakaway organization.

U.S. Postal Laws - The Postal Service regulates the industry through application of its lottery and mail fraud statutes.  Some administrative judges have interpreted the lottery statutes quite broadly in this field, suggesting that any multiple‑level program may create the chance element of a lottery.  The mail fraud statutes are generally more oriented to mail order operations and are most concerned with marketing plan misrepresentations.

Unilevel ‑ A compensation plan in which distributors receive commissions or bonuses on the sales volumes of distributors on a finite number of levels - five levels, for instance - and do not advance to a qualification above distributor regardless of performance.

Upline ‑ All sponsors above a distributor.

SECTION 2: A BRIEF HISTORY OF NETWORK MARKETING
A Brief History of Network Marketing

Direct Selling is as old as the world.  MLM and Network Marketing are a post-World War II phenomenon.  What do we mean when we say "direct selling?"  Well, the most prominent industry trade association, the Direct Selling Association (DSA), defines direct selling as follows:

The sale of a consumer product or service in a face-to-face manner away from a fixed retail location.

In other words, person-to-person selling of consumer products and services.

Multilevel Marketing or Network Marketing is a subdivision of direct selling.  Think of it as direct selling "plus."  In MLM or Network Marketing, sales representatives earn income not only from their direct sales, but are also accorded the opportunity to recruit other sales representatives who may likewise do the same, and each sales representative is also compensated by an override commission on the sales of those in his or her sales organization.

A brief look reveals at least 9 cycles in the history of network marketing.

Cycle 1.  The Earliest Periods

Face-to-face selling is not new.  It’s as old as history.  It crosses continents and cultures.  Primitive tribes bartered food and crafted articles with each other.  Phoenician traders moved beyond barter to use currency in selling goods on trade routes.  Over time, trade routes for sellers evolved in the Orient, Middle East and Europe.  Moving beyond a self-sufficient agrarian economy, cobblers made shoes, tailors made clothes and metalsmiths made tableware to be sold to consumers.  The Industrial Revolution brought mass production and traveling sales agents called "chapmen" or "bagmen" who carried samples and took orders for later shipment.  

Cycle 2.  The Yankee Peddler

Talk to any scholars of the direct selling industry and they will generally track the roots of direct selling, network marketing and multilevel marketing to the legendary Yankee Peddler.  In fact, few in the industry know the specifics of the Yankee Peddler, but clearly regard that individual as a "founding father" of the industry.

The origins of the Yankee Peddler are to be found in Connecticut in the late 1600’s.  It was at that time that the Connecticut colonists, mostly farmers, began to produce beyond their own needs and to export to other countries.  In the early 1700’s, manufacturing first appeared in Connecticut, including clockmaking, shipbuilding and silversmithing.  In the 1740’s, two brothers, Edward and William Pattison, became the first producers of tinware in North America.  And they took to the road.  The two brothers became the first of many New England "Yankee Peddlers." Traveling in small carts, the Yankee Peddlers went house–to-house, throughout the young country, selling a variety of consumer products from New England.  At the turn of the 19th century, long before the era of shopping malls, direct mail, television home shopping or Internet e-commerce, they became a fixture of American history and a channel of distribution.

Just as today’s direct sellers, the earliest American direct sellers, the Yankee Peddlers, were not without controversy.  They were regarded as shrewd salesmen.  Stories arose accusing them of selling wooden nutmegs.  As a result, it was said, Connecticut was given the nickname, the Nutmeg State.

Cycle 3.  The Late 1800’s.  Avon and Others—They’re Still Around Today.

The Yankee Peddler tradition found favor in the rest of the country and, by the mid-1800’s, America saw the origins of door-to-door sales companies that would be in existence a century later, including Avon, the reigning giant of the cosmetics industry.  In their infancy, however, one can see the streak of agrarian and Bible belt.

Joseph Watkins, of Winona Minnesota, started the Watkins Company in 1868.  He had acquired the rights to a particularly popular liniment, which became the base of a century plus door-to-door company that included a full line of spices, food-related products and personal care products.  Today, the company has modernized its compensation plan to include contemporary elements.

Southwestern Publishing was founded in 1855, publishing Bibles and books.  In 1868, the company started direct selling by recruiting college students to go door-to-door.  Interestingly, more than a century later the company is doing the same thing.  Many of its college students went on to run the company that views lessons in salesmanship to also be lessons in life.

In 1889, W.T. Rawleigh began door-to-door sales of spices, home remedies, flavorings and later other household products.  It was obviously a different era.  Among his products was louse powder for lice, mites and insects as well as an appetite stimulant intended to cause chickens to lay more eggs.  In the industry, the W.T. Rawleigh Company is credited with originating the treatment of sales representatives as independent contractors, a hallmark of modern direct selling companies.  A century later, Rawleigh has been merged into more contemporary direct selling operations.

The granddaddy of all direct selling companies, Avon, began with similar Yankee Peddler-type origins in 1886.  Who could have predicted from its initial start that it would become one of the largest sellers of cosmetics and jewelry in the world, traded on the New York Stock Exchange, with more than 2 million representatives selling more than $5 billion in more than 130 countries.  In the beginning, its founder, David McConnel, wasn’t even in the cosmetics business.  He sold Bibles door-to-door and gave away perfume samples to get in the door.  This proved so popular, he founded the California Perfume Company, later to be renamed Avon in 1939.  In the modern era, Avon, although still focused on direct sales, adopted some of the override incentives present in modern day multilevel programs.  

Cycle 4.  1900-1950 - The Springboard to Modern Giants - Selling Empowerment to the Consumer

Modern giants of direct selling, Tupperware, Mary Kay, Home Interiors and Jafra, trace their roots to the Fuller Brush man.  It was in 1906 that Alfred Fuller, of New Britain, Colorado, started the Fuller Brush Company.  Yes, he sold brushes door to door, but he also sold empowerment to the consumer.  Some people thought he sold brushes.  Yes and No.  His theory was to sell service to the consumer, i.e., to show the customer what the brush could do for them.  The Fuller Brush man was immortalized in 1948 in the movie of the same name with Red Skelton.  Today, although everyone has heard of Fuller Brush, the door-to-door salesman is gone, replaced by the network marketing type-organization.  Late in the game, Fuller Brush attempted to adopt multilevel marketing, but there is somewhat of a clash of cultures between armies of networkers who can recruit but are amateur salespeople and door-to-door salespeople who can sell, but are not recruiters.

Out of Fuller Brush, however, came the birth of the party plan in Stanley Home Products (Stanhome).  Frank Stanley Beveridge was hired by Fuller in 1912 and stayed until 1929.  In 1931, he started Stanley Home Products.  Like Fuller, it was originally door-to-door sales of home cleaning and home care products.  Again, like Fuller, he was not merely selling home care products - he was selling empowerment.  (Later, companies like Mary Kay and Amway applied an analogous principle to recruiting by "selling the dream.")  The Stanley sales call was a home cleaning lesson.  The salesman was selling clean walls, clean ceilings, health and cleanliness.  They were selling a goal, not just a product.  (Similarly, in later years, direct selling lingerie companies would boast that they were not in the business of selling lingerie, but that they were in the business of selling "hope" and saving marriages.)

The most important contribution of Stanley was to pioneer the party plan - the Stanley Hostess Party Plan.  It is no surprise then that out of the Stanley dealer pool came the founders of the marketing programs of Mary Kay, Home Interiors, Tupperware and Jafra.

And, during this same period in which demonstration of use of the product and empowerment of the customer became important, came famous vacuum cleaner and home appliance companies in the 1920’s, like Kirby, West Bend and Electrolux, as well as famous encyclopedias such as Britannica (1915) and World Book (1917).  

Cycle 5.  The 1950’s - The Birth of Today’s Giants

The modern era really begins in the 1950’s.  It is here that network marketing truly was born.  In addition to the older giant, Avon, those giant companies that dominated the 1950’s are still the leading forces in the worldwide network marketing industry a half century later, namely, Tupperware, Shaklee, Amway and Mary Kay.  When asked to describe this type of marketing, these household words immediately come to mind, and the inquirer is informed that "it is the sort of marketing" done by companies like Tupperware, Shaklee, Amway and Mary Kay.  They have become almost brand names synonymous with this channel of distribution.  There is not a network marketing company today that does not owe its roots in some way to these companies who pioneered in the 1950’s.

Tupperware

Earl Tupper was a plastics man, not an MLM-type of guy.  He was an early pioneer in plastics who had developed flexible, lightweight and nonbreakable plastic, as well as the famous Tupperware seal for consumer containers.  He started selling his products in 1945 through conventional retail distribution, but without great success.  These products needed demonstration.  In 1951, Tupperware Home Parties was launched with the aid of former Stanley dealers, Brownie Wise and Gary McDonald.  The party plan of demonstration and sale was a success and is emulated by other party plan companies a half century later.  Tupperware is a worldwide billion-dollar company operating in more than 40 countries.  It went on to be one of the world’s largest producers of consumer plastics products, and the name "Tupperware" is virtually synonymous in the minds of people everywhere with durable and usable plastic kitchen storage containers

Shaklee

Dr. Forrest Shaklee was not a "Yankee Peddler."  He was a chiropractor with a life-long devotion to nutrition.  He developed a process for "vitalized minerals," a method of extracting minerals from vegetables, and corresponded with a man of similar interest, the Polish biochemist, Casimur Funk, who was credited with the discovery of "vitamins."  Many in the industry credit Shaklee for introducing vitamins to America in the aftermath of the founding of the multilevel marketing person-to-person sales program in 1956.  Shaklee went on to become one of the largest and most respected of brand names for nutritional supplements.  With its product Basic–H, a biodegradable cleaning product, it also became a leader in environmental products.  Its expertise was so respected that Shaklee was chosen to serve as nutritional consultant for U.S. Olympic teams.  The good name that it earned paved the way for every nutritional MLM company to follow in its footsteps.

Amway

When the world thinks of multilevel marketing or network marketing, the first word to the lips is Amway.  That is understandable in that no network marketing company has had the singular worldwide success of Amway.  Utilizing an MLM format commenced in 1959, its founders, Rich DeVos and Jay Van Andel, built a distribution company with a diverse product line of hundreds of products, into a giant, whose worldwide sales approached $7 billion, with millions of distributors, by the end of the 1990’s.

 Life had been simpler in the beginning.  DeVos and Van Andel had earlier been distributors for an MLM direct selling company, Nutrilite, a California-based producer of vitamins and food supplements, when they decided to start Amway in 1959.  (Later, they acquired Nutrilite in 1972, which as a division of Amway helped make Amway the largest seller of nutritional supplements in the world.)  They initially operated the company from the basements of their homes.  Their initial products were biodegradable cleaning products, but over time Amway went on to sell virtually every type of consumer product and many services as well.  They pioneered strategic relationships with corporate America, for instance, signing on more than a million customers for MCI.  Their theme, "we’re changing the way America shops," influenced every consumable based MLM company thereafter, turning legions of consumers into pursuers of "the American dream" as Amway distributors bought, sold, and recruited others to do the same.  Amway’s success as a major presence in Japan set the standard for American MLM companies looking to global expansion.  Finally, Amway’s 1979 successful defense against the FTC of the legality of the concept of multilevel marketing (the FTC charged it was a pyramid) set the legal standard for all MLM companies for decades to come.

Mary Kay Cosmetics

They write case studies about Mary Kay at prestigious business schools.  Its products are as well received in Moscow as in Dallas.  This billion-dollar company has brought honorable attention to the direct selling industry because of its reputation for integrity and commitment to the empowerment of women.  All networking companies that since focused on the empowerment of women owe a place in their heritage to Mary Kay Ash and her famous awarded "pink Cadillacs."

Actually, Mary Kay, founded in 1963, missed the 1950’s by a few years, but belongs in the same company of giants such as Tupperware, Shaklee and Amway.  Like several other famous direct sellers, Mary Kay Ash had an earlier career with Stanley Home Products and other direct selling companies.  In fact, she had 25 years in direct selling behind her and effectively came out of retirement to start Mary Kay.  She had believed that earlier direct selling companies did not take women seriously and, therefore, empowerment of the woman became the philosophical foundation of what was to become one the world’s leading skin care companies.  She became famous for her personalized attention to her distributors.  When she began Mary Kay, she began with one shelf of cosmetics and nine salespeople.  Later, Mary Kay, having grown to one of the largest direct selling companies, was to end up on the New York Stock Exchange before being taken private by the family.

Mary Kay sells both by person-to-person as well as party plan.  Mary Kay officials prefer to distance themselves from being referenced as MLM, asserting that, since all distributors buy direct from the company, Mary Kay is not an MLM, i.e., a multilevel distribution system like Amway and Shaklee.  Most industry observers consider MLM to mean payment of override commissions on the sales of recruited sales organizations and, in that regard, Mary Kay fits the criteria for MLM compensation plans.  That issue aside, Mary Kay has demonstrated that commitment to product and to a cause, women’s empowerment, is a vital tool in achieving a successful networking company, whether in 1963 or 2003.    

Cycle 6.  The 1970's  - A Decade of Legal Confrontation - Up With MLM -  Down With Pyramids

The Industry Owes Amway

No event and no legal ruling has had more impact on the direct sales industry than the landmark FTC v. Amway decision.  (In the Matter of Amway).  In 1975, the FTC accused Amway of operating as an illegal pyramid.  After four years of litigation, in 1979, Amway prevailed.  An administrative law judge ruled that Amway's multilevel marketing program was a legitimate business opportunity as opposed to a pyramid scheme.

Had Amway lost, MLM history after 1979 may have been nonexistent.  Amway's victory paved the way for hundreds of MLM companies that would follow.  So significant was the decision that the FTC during the next 20 years focused on "deceptive" practices of MLM companies such as earnings representations or medical claims rather than attacking the "structure" of MLM programs.  The industry owes Amway a debt of gratitude. 

The "Pyramid" Cases

The MLM/network marketing/direct sales industry was proceeding on a safe legal course until a proliferation of pyramid programs appeared on the scene in the 1970’s.  A promotion called "Dare To Be Great" promoted by Glen W. Turner was one example.  Like other pyramid schemes, the only "commodity" that moved through this program was money.  No viable goods or services, sold at fair market value, accompanied the recruiting activities.  Virtually every state had residents who were impacted by this and other programs which officials successfully argued were mere "headhunting" schemes.

The FTC established the earliest guidelines regulating illegal pyramids and other unlawful entrepreneurial chains: In Koscot Interplanetary Inc., (1975), the FTC was highly critical of:



Large membership fees,



Front-end loading and inventory loading,



Programs in which distributors were misled as to the amount of commission they might reasonably earn, and



Programs in which commissions were not based on the sale of product to the ultimate consumers.

The Securities and Exchange Commission (SEC) also stepped into the Dare to Be Great picture, demonstrating that securities statutes also apply to the industry.  In SEC v. Glen W. Turner Inc., (1973), the U.S. Ninth Circuit Court of Appeals reaffirmed that the securities acts were "designed to protect the American public from speculative or fraudulent schemes of promoters."  The Dare To Be Great program was ruled to be an "investment  contract" under the securities laws and thus subject to regulation by the SEC.  This was a landmark ruling in establishing the distinction between "speculative or fraudulent schemes" and legitimate direct sales activities.  It also helped establish the SEC's role in upholding the rights of legally operating companies and the right to prosecute offenders.

The Koscot, Dare To Be Great, and other pyramid cases left a sour taste in the mouth of the American public.  The decisions during the early 1970s represent a low point in the legal history of the industry.  As a result of the activities of a few, the industry was penalized by an overreaction by regulatory authorities.  State legislators and attorneys general often dedicated themselves to eliminating all forms of direct sales activities in an attempt to leave no avenue open for illegal pyramid schemes or unethical salespeople to operate within their states’ borders.  Virtually every state adopted "pyramid" statutes which, unfortunately, are often so vague and ambiguous as to invite arbitrary and capricious enforcement.  The industry also found itself affected by the application of combinations of business opportunity statutes, franchise and security statutes, state lottery, and referral statutes as well as enforcement activity by the U.S. Postal Service through its lottery and fraud statutes. 

PRIVATE 
The Amway Safeguards Ruletc  \l 3 "The Amway Safeguards Rule"
The FTC’s prosecution of Amway in the mid-1970’s could have dealt a deathblow to the entire MLM/network marketing/direct sales industry.  In The Matter of Amway, 1979, the agency attempted to make the case that Amway was a pyramid scheme and, therefore, a deceptive trade practice under FTC consumer laws.

The case lasted several years.  Amway prevailed, and in the landmark 1979 ruling its marketing method was ruled to be a legitimate business opportunity.  This decision has become known as the "Amway Safeguards Rule," which is currently one of the most significant sets of legal standards by which courts and regulatory agencies determine the legitimacy of an MLM/network marketing/direct sales company.

In the administrative law judge's decision, three salutary features were pointed out with respect to the Amway program:


1.
Amway required its representatives to engage in retail selling, under the "ten retail customer policy," which appeared in the agreement that representatives signed upon enrollment.  This rule required that representatives make 10 sales to retail customers as a qualification for eligibility to receive commissions and bonuses on sales/purchases made by other representatives in their personal sales organization.


2.
Amway required its representatives to sell a minimum of 70% of previously purchased product before placing a new order.  (Amway’s rules recognize "personal use" for purposes of the 70% rule.)


3.
Amway had an official "buy-back" policy for unsold, unopened inventory.  This policy had some reasonable restrictions, including a specified maximum length of time since the item was originally purchased by the representative and that the item was still current in the company’s product offerings to consumers.  The policy also included a minimal "restocking" fee.  (Buy-back policies are significant especially for their protection of representatives who choose to terminate their affiliation with a company, and do not want to be "stuck" with unsold inventory.)

By abiding by these three criteria, network marketing and direct sales companies provide themselves with an "umbrella of legal protection."  The Amway Safeguards Rule has been successfully cited many times since 1979 in defense of legally operating companies.

The Amway Case is Still the Rule

More than two decades later, and approaching the millennium, the Amway decision was cited in virtually every federal or state case involving an MLM company.  Although tension will always exist between the industry and government over the definition of a "retail sale"  [i.e., distributor personal use v. nonparticipant sales], the Amway safeguards test continues to be the "gold standard" in evaluating the difference between legitimate MLM v. illegal pyramids.

Cycle 7.  The 1980’s:  America Discovers Network Marketing

In the 1980’s, Network Marketing came into its own.  The stage was set for MLM, also referred to as Network Marketing, to become the dominant style of direct selling.  Most new startup companies used MLM formats.  Companies that had previously utilized pure direct sales or party plan approaches built MLM elements into their programs.  Even Avon, the flagship of the direct sales industry, would find itself adding sales organization override bonus incentives.  A number of factors epitomized the turn to Network Marketing.

1. The term "network marketing" was first utilized by MLM companies in the 1980’s.  Some felt that the term "direct selling" was old fashioned.  Others felt that the term "multilevel marketing" had developed a stigma after the Turner days.  The term "network marketing" was embraced in a decade when "networking" became a buzzword for a positive way to engage in social and business relationships.

2. The industry had learned valuable lessons from the 1970’s.  First networkers had learned ethics parameters on how to do business from the mistakes of the Turner-type programs.  Second, the success in the Amway FTC litigation removed a heavy cloud over this method of marketing, and "all systems" were "go" for MLM and network marketing.

3. Technology changed the industry forever. 

a. Advances in computer technology for managing genealogical downline information meant that, unlike Amway and Shaklee, distributors in new MLM companies would all order directly from the company rather than from direct distributors.  The technology was now available and cost affordable, for even small companies to track and supervise large downline organizations.

b. Next day and second day delivery of the sort ushered in by Federal Express and UPS again eliminated the need for direct stocking distributors because inventory could be delivered fast and efficiently direct from the company to each distributor.

c. Low cost corporate and sponsoring videos became a mainstay and facilitated long distance sponsoring.  While there has never developed a substitute in the recruiting process for "meetings" or "pressing the flesh," the use of video and audiocassettes became great vehicles for recruiting and getting out the message.

4. Although Shaklee had already led the way in vitamins and Amway in environmental products, in the 1980’s MLM companies emerged as trendsetters in many areas.  Cambridge helped introduce America to the meal replacement liquid drink.  (Probably, Slimfast became the ultimate beneficiary to the weight loss market.)  Prepaid Legal Services pioneered the concept of prepaid legal services for the mass market.  A.L Williams led the insurance industry for sales of term insurance using this method.  NSA introduced America to water filters.  Network 2000 penetrated the residential customer market for U.S. Sprint, signing on over 3 million customers, and paving the way for the later success of Excel and American Communications Network to open residential markets for major carriers.  Herbalife and Sunrider moved the boundaries of public interest beyond vitamins to herbal health care products.

5. Network Marketing seemed to fit with the times in the 1980’s.

a. Corporate America was downsizing and job security was no longer.

b. Statistics showed that most new jobs were coming from small business.

c. The era of "home-based" business had begun, and suddenly there were millions of home-based businesses.

d. The term "networking" was a buzzword in every newspaper and magazine.

e. Everyone wanted to be an entrepreneur and get in on the "entrepreneurial revolution."

f. Even the IRS was recognizing this area, having specifically recognized independent contractor status and publishing specific publications for "direct sellers."

g. For individuals in the 1980’s, this avenue seemed to be attractive:

1. It allowed individuals to "get in on the action."

2. Individuals could participate with a virtual zero cost investment.

3. In an impersonal corporate world, the individual had more control over his or her environment.

4. MLM seemed to allow for social networking.

5. The business seemed to accord some needed self-esteem and recognition.

6. For many, networking provided extra income.

7. For many, there appeared to be very real tax benefits.

Cycle 8.  The 1990’s  - The Positive Decade: MLM Goes Services; MLM Goes Corporate; MLM Goes Global Seamlessly

The Network Marketing Industry reached maturity and respect in the 1990’s.  For individuals who continued to start home-based businesses and entrepreneurial ventures at a record pace, this industry continued to be in tune with the times.  It was no longer just a woman’s business, but instead, the ratios of men to women in networking began to even out.  Industry participation boomed and, by the end of the 1990’s, more than 10 million Americans were involved in a $20 billion industry and more than 30 million worldwide had achieved more than $80 billion in annual sales.

For many corporations who observed some of the 1980’s successes of this alternative channel of distribution, a number of conclusions were reached.

1. It was a great way to introduce brand new products.

2. It seemed to work well for products that needed demonstration or testimonial.

3. It was a great way to reward the consumer for sharing excitement about products.

4. This method could result in rapid penetration of the market.

5. In that commissions were only paid on the movement of product, and massive and costly advertising campaigns could be avoided, it seemed efficient and economical. 

As a result, corporate America bet on this channel with varying levels of partnerships for distribution of their products and services: Avon-Mattel; Tupperware-Disney; Amway-Rubbermaid; Shaklee-AT&T;Dupont/-ConAgra-Legacy;  Worldbook-IBM.

Corporate America validated the successes of the industry both at home and abroad by embracing public offerings on Wall Street and the New York Stock Exchange.  Excel Telecommunications, Amway Pacific, and NuSkin all successfully launched initial public stock offerings on major exchanges.

Corporate services and technology companies fell in love with the industry as it broadened its line to promote services as well as consumer products.  Everyone came to the table looking for an additional channel of distribution: telecom, pagers, Internet, satellite TV.  Financial services, travel services and consumer benefit services joined the parade. By the end of the 1990’s, even deregulated energy was offered through network marketing companies.

Global expansion was the name of the game in the 1990’s.  Amway and NuSkin had singular successes in Japan, which proved to be an equal in opportunity to the U.S.  NuSkin pioneered the global seamless sponsoring concept in which distributors could sponsor and be rewarded on a worldwide basis.  For many of the largest networking companies, sales outside the U.S. proved to be the majority of worldwide sales for mature companies.  The Internet, global communication and satellite TV provided the tools for global expansion.  And the direction was not one way.  Foreign-based networking companies set up shop in the U.S.  In fact, one of the major success stories of the 1990’s health products giant Nikken came to the U.S. from Fukuoka, Japan at the beginning of the decade with virtually no base.  Under the U.S. leadership of Tom Watanabe, Nikken posted annual sales in the hundreds of millions by the end of the decade, and established California as its base for worldwide expansion for the new millennium.

Finally, the 1990’s was the decade that the tide turned for the press.  In the 1980’s, the press gave recognition to the MLM industry, but it was often negative.  Stories had names like "The mess called multilevel marketing" or  "Here comes the scam artists."  Some of the adverse press was well deserved, but there was a piling on syndrome.  In the 1990’s, corporate America discovered the MLM channel and so did male-educated America, and quickly followed the press with coverage of these trends.  Positive stories appeared from the likes of the Wall Street Journal to Inc. magazine.  Articles continued, rightfully, to emphasize common sense and caution before jumping in, but they also emphasized the positive opportunities being embraced by millions of Americans.  Newsstand business magazines such as Success, Entrepreneur, Wealth Building, Business Startups, Home Office Computing touched on the positive.  With a positive spin, the industry was finally a player in the business world.  

Cycle 9.  MLM at the Millennium

So what happens to network marketing after the turn of millennium.  It will probably be with respect to the 1990’s, as Yogi Berra would say, "deja vu all over again."  Technology will rapidly impact the industry.  The Internet will become the prime means of communication, training and ordering for MLM distributors.  The Internet will allow rapid expansion on a global scale with instantaneous communication between corporate and its outposts as well as between corporate and its distributors.  The technology revolution will make entry for the "small guy" easier as the Internet levels the playing field.  

Every service or technology that is not already marketed through the MLM channel will be.  In addition to corporate America continuing to add networking to its arsenal of distribution, a continuing trend will develop in which multiple channels of distribution are integrated into direct selling operations—catalogue, Internet, telemarketing, satellite TV and infomercials.

Finally, the demographics will grow.  A greater and greater cross-section of the American public will consider this endeavor a respectable source of part-time income.  And the world market will grow.  The sun will never set where networking activity is going on the global scene.  In 1998, the Direct Selling Association projected that, over the following 10-year period, more than 200 million people worldwide would be recruited to direct sales companies.  Even with this growth, the DSA estimates that the direct selling industry is still an ultraniche industry, accounting for less than 1% of retail sales.  But, because of its social nature, the impact on individuals will far outstrip its economic impact - it will effectively be an outpost for the free enterprise system in all the remote regions of the world.


SECTION 3:  FINDING THE RIGHT COMPANY

Zeroing In With Some Preliminary Questions

If you’ve decided that you’re right for network marketing, and that it’s right for you, it’s time to go out and find the best company to join.  Or, if you’ve already signed up with one, it’s time to make sure it’s worthy of your time and effort.  


Choosing the right company is not a matter to take lightly.  “There is no substitute for some hard-nosed investigation,” says Doris Wood, executive consultant for The Wood International Group, an Irvine, California network marketing consulting firm.  “Remember, you are going to be living and breathing your networking experience for years.  Due diligence pays off.  It can bring you added financial security and many new friendships.”  


Wood adds, “You are going to be asking your friends and neighbors to join this network marketing opportunity, and your credibility and reputation is on the line - so take the time to be sure that you are doing the right thing.”


Here are some questions you should be able to answer with a “yes” for any company you’re seriously considering.  Think of this as a preliminary step in the selection process.

1. Product and Price
· Does the company offer a high-quality product for which there is a strong demand in the real-world marketplace?  

· Is the product fairly priced, and priced competitively with similar products?  

· Can the product be demonstrated, and does it stand out when you show it to friends? 

· Is the product proprietary to the company, and available only through its distributors?  (Ever notice how you can’t buy Avon products in stores or Shaklee vitamins at pharmacies?)

· Is it backed up with a customer satisfaction guarantee?

· Is post-sales service or customer assistance available?

· Do the people who participate in the program buy the product enthusiastically based on its own merits, even if they don’t participate in the compensation program?

2. Investment Requirement  
· Can you participate in the company’s program without having to make any investment other than purchasing a sales kit or demonstration materials sold at company cost?

3. Purchase and Inventory Requirements
· Can you become a distributor or sales representative without having to fulfill a “minimum purchase requirement” or “inventory requirement?”  (When you are pitched to put thousands of dollars of inventory at the very beginning, run fast in the opposite direction.)

· Does the company’s compensation plan discourage “inventory loading?” (This is a dubious feature that should be avoided.  However, there may be activity level requirements - rules requiring that you maintain a basic minimum level of personal purchase volume or sales in order to keep your distributor status.)

4. Sales Commissions
· Are sales commissions paid only on actual products or services sold through distributors in the network to the end user or ultimate consumer?  (This means that products don’t end up in basements and closets - they are used, because they have genuine value.)

· Does the compensation plan avoid paying commissions or bonuses for the mere act of sponsoring or recruiting?  (If it pays “headhunting fees,” it is illegal.)

5. Buy-Back Policy
· Will the company buy back inventory and sales kit materials from distributors who cancel their participation in the program, as long as these items are in resalable condition?  (This policy is required in states which have adopted multilevel distribution statutes.)

6. Retail Sales
· Is there an emphasis on actual retail sales to end consumers - that is, to people who are not participating in the distribution program?

· Can the company demonstrate efforts to market products to the ultimate consumer?

· Do the company’s distributors have ongoing retailing requirements to qualify for commissions?

7. Distributor Activity
· Are distributors in the company required to actively participate in the development and management of their networks?  (Many of the MLM statutes require that distributors perform bona fide, supervisory, distributing, selling, or soliciting functions in moving product to the ultimate consumer.)

8. Earnings Representations
· Do the company’s literature and training materials scrupulously avoid claims of income potential that is, promises of specific income levels other than demonstrations of verifiable income levels for common achievement levels within its program?  (The Federal Trade Commission, attorneys general, and postal inspectors all have their eyes on the matter of earnings representations.  The acceptable approach emerging is that there should be no earnings representations unless they are based on a verifiable track record of the average earnings of distributors. For instance, a company should have statistics to show the percentage of active distributors and the average earnings of active distributors.)

9.  Training Programs
· Does the company offer its independent distributors solid training opportunities in sales and recruitment?

· Are different levels of training offered to match the increasing levels of experience and responsibilities of distributors? 


Trying to do what you have never learned is like going back to a place you have never been. - Texas Folk Wisdom


If you were able to answer “yes” to the foregoing questions for a particular company, consider that company to be a prime candidate.  But there are other things to do and consider before you sign up.

Do a Little Detective Work

In the process of selecting the right network marketing company, you’re going to have to do a little detective work on your own if you’re going to do it right.


Keep in mind, however, that even if you make a mistake, you will not have lost much.  One of the nice things about joining a network marketing company is the fact that it usually takes no more than $25 to $100 to join one and get started.  That’s a very small risk - especially in the world of business start-ups.  You’ve probably “risked” that much on dinner at a new restaurant or a play!  


Still, why lose even a dollar - not to mention the time you might spend in the wrong company when you could be building your business in the right company?  That’s why it’s important to do some investigative work on your own.  Here’s how:

1. Find out if the company is a member of industry associations.

Call the DSA (202-293-5760) and the MLMIA (714-854-0484).  These organizations have information on network marketing and have adopted ethics standards for their members.

2. Check it out through state agencies.

Most states regulate network marketing through their consumer protection division or attorney general’s office.  Call these offices in your state, or the state where the company is based, and ask if there have been any problems.

3. Call the Better Business Bureau.

Ask the company if it belongs to its local Better Business Bureau and call that office.  

4. Investigate financials.

If you subscribe to a credit reporting services, such as Dun & Bradstreet, you may be able to get financial information about the company.  If it is publicly traded, you can often get information and corporate reports from online services such as Prodigy, CompuServe, or America Online.

5. Ask your prospective sponsor for the names and phone numbers of other distributors or former distributors in your area.

In order to get a balanced portrait of the company, you need to talk to successful distributors, and if possible, distributors who have dropped out or become inactive.  Ask them why they dropped out, and get their opinions on the quality and price of the product, as well as the fairness of the compensation plan.  Keep in mind that the attrition rate in most network marketing companies is very high because it is generally a part-time sideline, competing with many other activities in people’s lives.  If you can, also get references to distributors’ retail customers, and ask them how they like the products.

6. Attend a business opportunity meeting and company training session.

It should be easy to attend a business opportunity meeting.  A thriving company’s network should have these regularly in your area.  Also, try to attend a training session of the company.  These events will give you an excellent perspective of the company and its top distributors, as well as an idea of the level of support and marketing you can look forward to.

7. Read all about it.

Business magazines and industry publications are good sources of information about network marketing companies.  Be sure to check them out.  Local libraries often carry current and back issues of many of these magazines, such as Entrepreneur, Wealth Building, Success and Business Start-Ups.  They may also have trade publications, such as Money Maker’s Monthly. Industry newsletters such as Upline, Legaline and Start are good sources, as are many books, pamphlets and brochures on the subject. For a bulletpoint summary take a look at the brochures, Window of Opportunity, Network Marketing-What You Should Know, and Tax Time-Networkers and the IRS (Legaline Publications). For an excellent college level textbook, read Direct Sales An Overview, by Keith Laggos Ph.D. (1998). 

8. Check it out with the regulators.

Many companies’ products are regulated by government agencies or trade associations.  For example, you might want to check out a company that sells food supplements and vitamins with your local Food and Drug Administration (FDA) office; or a water filter company with a water quality association.

9. Get as much material as you can from the company.

A good company offers plenty of its own marketing materials.  Get these and read them.  Find out how long the company has been in business, the number of states and countries it operates in, the number of distributors it has, its gross sales, and so on.  


You might have to do some digging to get this information, but the results will be well worth your effort.  It’s always good to know what you’re getting into.



[NOTE:  The following is a side bar.]

Amway in Year One Billion and One?


Networkers are always short on time when it comes to getting things accomplished.  Well, take a look at the big picture the time clock for the world.  Recent scientific theory was that life would come to an end on earth in about 100 million years.  The prediction is based on the rising temperature of the sun as it will affect earth’s temperatures, the weathering of rock, and the balance of carbon in the sea and air. 


However, recent research gives us a time extension, says Ken Caldeira of Pennsylvania State University, a paleoclimatologist.  It now appears that we and our progeny have at least another billion years.  That’s good news, because most network marketing distributorships may be bequeathed by will and passed on from one generation to the next.  


What can we expect?  Air temperature will go up rapidly in about one billion years, and there will not be enough carbon dioxide in the air to sustain plant life.  In about 1.5 billion years, earth’s water will evaporate into space when air temperature reaches the boiling point.  By 2.5 billion years, all of earth’s water will be gone, and our planet will be like Venus as volcanic gases accumulate.


Are there still possibilities for networking?  Well, scientists say that those future generations may build self‑contained biospheres, melt rocks to increase carbon dioxide, and wrap the earth in heat deflector mirrors, making it look like a glittering silver disco ball.


Whether or not Amway as a business can make it to the year one billion and one is a question for another day and another group of researchers.



[NOTE:  end of side bar.]

Sidestepping a Definite No-No: The Pyramid Scheme

The network marketing industry has come a long way in the last few decades in its efforts to steer clear of anything that could be even remotely construed as an illegal pyramid scheme.  But pyramids are like weeds - they keep popping up here and there.  Some do a good job disguising themselves as legal, reputable network marketing companies.  Don’t be fooled!


The last thing you want to do is become part of a multilevel marketing system that is, in reality, an illegal pyramid scheme.  According to the Direct Selling Education Foundation, a pyramid scheme is an illegal scam “in which large numbers of people at the bottom of the pyramid pay money to a few people at the top.  Each new participant pays for a chance to advance to the top and profit from payments of others who might join later.”


Network marketing companies and pyramids both have multilevel payment systems, but that is where the similarity ends.  Network marketing is a legal, ethical manner of doing business.  Pyramids are illegal, fraudulent con games.  In network marketing, you are a legitimate seller of a product or service and business opportunity.  In a pyramid scheme, you are a crook.


But how can you tell them apart?  


There is no single authority on this subject.  State and federal authorities have different ways of looking at the issue.  However, there are certain “red flags” that can cause law-enforcement agencies to investigate.  These flags can also help you steer clear of these illegal scams:

Promotions where the business opportunity is the product.

If no legitimate product or service is being sold, but only the opportunity itself, chances are that it’s a pyramid scheme.

Products that are sold at inflated prices.

Pyramid promoters sometimes try to mask their true intentions by selling a product.  Often, the product will be vastly over-priced, and unlikely to generate much retail activity.  This is a sure tip-off that the real “product” being sold is the compensation opportunity.

Programs that require inventory “loading.”

A legitimate network marketing opportunity doesn’t require you to buy unreasonable amounts of inventory to launch your business.

Programs that require substantial initial cash investments.

Many states consider $500 or more to be a “substantial” up-front investment.  A multilevel company requiring such an investment is likely to attract the attention of law enforcement agencies.

Programs that require the mandatory purchase of peripheral or accessory products or services.

Some pyramids seek to hide their true face by charging a minimum price for a “start-up” kit, but then compel the participant to buy more expensive items such as training or demonstration materials.  Legitimate network marketing companies sell their business start-up kits and selling aids at their cost, or just slightly over their cost.

Companies that don’t “buy back.”

Any company that does not agree in writing to repurchase a reasonable percentage of unsold inventory or unused sales materials from its distributors for a stated time after purchase should be avoided.  This is often a sign of a pyramid scheme.

Programs that pay fees for recruiting.

A legitimate network marketing company bases compensation on product sales - not recruiting.  If money is paid for signing up new distributors rather than for product sales, the business is likely to be a pyramid.

Recruiters who misrepresent earnings.

If the opportunity is sold as a “get-rich-quick”


 scheme, beware!  The only people who do well in such companies are those who can sucker others into buying into a criminal confidence game.

How to Analyze Compensation Plans

One of the most important aspects to consider in a company is its compensation plan - the set of rules that dictates how distributors earn commissions, overrides, bonuses, and other compensation.  

A Little History

After decades of classic door to door direct selling by the Fuller Brush Man, multilevel sales plans rose to popularity in the 1950s and 1960s (Amway, Mary Kay, and Shaklee), which allowed distributors to earn money not only on their own direct sales, but also to earn override commissions on the sales of the salespeople they recruited, the sales of the salespeople recruited by their recruits, and so on down the line.  In the early programs - before the advance of computer technology - it was difficult for a company to manage all the downline information and payouts.  So they usually allowed only “direct distributors” to buy directly from the company.  These people would then sell products to the distributors in their downlines, collecting payment from them, and paying them their commissions, bonuses, and overrides.


Today, thanks to affordable, powerful computers, as well as efficient delivery systems such as UPS and Federal Express, there is no longer a need for direct distributors to act as go-betweens.  The new companies and most of the older ones now allow all distributors to purchase directly from the company.

Go for the Goals

When choosing a company to join, the most important factor is not the type of compensation plan, but whether that plan is achieving important goals for distributors.  Alfred White, senior management consultant at San Diego-based Hamilton LaRonde & Associates, Inc. recommends evaluating each company you are considering against the following characteristics of a good compensation plan:


1. Is it easy to enter into the opportunity?  You should only have to buy a modestly priced sales kit.


2. Are you rewarded primarily for direct sales, rather than for override commissions?


3. Are you rewarded for personally sponsoring others?


4. Are you rewarded for recruiting multiple levels?


5. Is the focus on selling products to the end consumer, rather than to your downline?


6. Are you rewarded for training and supporting your downline?


7. Are you rewarded for high personal volume?


8. Are you rewarded for high group volume?


9. Are you rewarded for maintaining a monthly volume?


10. Does the plan provide for recognition?


11. Does the plan offer nonmonetary rewards and incentives, such as trips or cars?


12. Is the plan’s monthly maintenance requirement reasonable - not so high that you can never achieve it, and thus never receive compensation?


Conversely, here are some compensation plan characteristics that should send you running in the opposite direction:


1. A plan that does nothing to discourage deadweight distributors and nonproducers.


2. A plan that encourages inventory loading or large investments in products.


3. A plan that emphasizes gimmicks rather than product sales.

Four Major Types of Plans

There are many different varieties of compensation plans out there.  They often have exotic names.  But they tend to be variations on four major types of plans....

The Unilevel Plan

In this plan, recruits do not advance to positions above basic distributors, regardless of their performance.  According to White, the principal advantage of the unilevel plan is that it’s easy for companies to administer and for distributors to explain to potential recruits.  


Its chief disadvantage is its lack of flexibility in achieving some of the goals mentioned earlier.  In addition, unilevel plans are limited in depth of levels of payment which inhibits deep sales organizations.  Instead, front line width occurs which may cause sponsors to be “thin” in support.  Over time, most companies that start with unilevel plans adapt them to look more like a stairstep breakaway plan.

The Stairstep Breakaway Plan

This is the oldest and most common type of network marketing compensation plan.  After meeting certain performance criteria, a distributor advances in rank and “breaks away” from his or her original sponsorship line.  The original sponsor receives a percentage override on the sales of the entire breakaway organization.  In a way, a stairstep breakaway plan is a unilevel plan with the flexibility to motivate distributors to perform and advance.  


Its chief advantage, says White, is that it has a good track record, is easy to modify, is accepted by regulatory agencies, and is driven by volume and performance.


The primary disadvantage of this plan is that it is sometimes so complicated that it’s difficult to explain to new recruits.  Another disadvantage is that if the company does not monitor its distributors, they tend to get involved in inventory loading.  And sometimes, there is an unreasonably high ongoing monthly personal purchase volume requirement.


Nevertheless, the stairstep breakaway plan remains the most tried-and-true type of plan out there today - and the most likely to survive in the decades to come.

The Matrix Plan

This plan looks like a grid in which a distributor is limited to a certain number of recruits at each level.  For example, in a 3-by-5 matrix, each level down to five can have only three downline distributors.  


This type of plan is sometimes considered to be more gimmicky than others.  Why?  Because due to the width limitations, new recruits may find themselves placed underneath upline distributors who did not directly recruit them.  In a three-wide matrix, for instance, the fourth distributor you personally sponsor would be placed under one of the first three distributors you personally sponsored (your first-level distributors).  


This automatic filling of spots in the matrix can be attractive to novice distributors if they sign on with strong leaders who help fill their grids.  Also, it works well in companies where most of the products are used by the distributors, rather than sold to outside consumers.


Matrix plans have been subjected to attacks by regulatory agencies because they sometimes look like “a game.”  By and large, they have not had a successful record in the industry, and they foster nonproducers, which makes the upline distributors resentful.  Nevertheless, several major companies operate matrix plans.  Only time will tell whether these plans are here to stay.

??? To draft a Binary Plan Insert

Last But Not Least

Here are some final yet important aspects of a compensation plan to check out:

Overall Payout

How much of the sales dollar does the compensation plan pay out to its distributors?  Most plans pay between 35 and 45 percent of the company’s wholesale purchase volume, and about 30 percent of suggested retail volume.  Look for a plan that divides the pie in your favor, without going overboard.  A plan that is overly “generous” to its distributors can run itself into financial ruin.  And that’s bad for everyone.

Orphan Commissions 


When distributors fail to qualify to earn the commissions or bonuses on their purchase volume in a given month (usually because they fall short of the minimum purchase qualifying amount), the commissions they would otherwise have earned are called “orphan” commissions.  Avoid plans in which orphan commissions return to the company.  A plan should be structured in a way that orphan commissions “roll up” to the next qualifying distributor that month, rather than return to the company.  This approach is also called “compression.”  Orphan commissions from terminated distributors should be handled the same way.
Lock-In

Look for a plan that has the lock-in feature; that is, when you reach a certain level, you “lock in” and cannot be demoted because of a temporary drop in monthly performance.

Other Perks

The compensation plans of most companies offer at least some perks for top performance above and beyond commissions and bonuses.  These come in many forms: company cars, health insurance, free training, lead and co-op advertising programs.  A few publicly traded companies even offer stock or stock options.


No matter what other advantages a plan might have, always ask this pivotal question: “Does it emphasize getting products or services into the hands of consumers; or does it emphasize making money by finding new recruits?  If it falls into the latter category, run away - fast.  In the end, says White, it’s the product - not the compensation plan - that drives success.

When It Comes to Products, Value is “In”

Ground floor opportunities abound for innovative products or services.  But nothing will help a lousy product.  As Oscar Hammerstein, the Broadway composer noted, “The number of people who will not go to a show they do not want to see is unlimited.”



Now that we’ve established the fact that the right products are crucial to the long-term success of a network marketing company, let’s zero in on what makes a product “right”: value.


Look for a company that stresses the value it offers customers and distributors.  Why?  Because network marketing companies depend upon how successful they are at “bonding” with their customers and distributors - that is, creating repeat customers and distributors who stick with the business.  


Staying bonded for the long term is harder today than ever because network marketing companies are not just competing with other direct selling companies that sell similar products - they are competing with other methods of delivery, such as catalogs, discount stores, infomercials, and telemarketers.


Winning in today’s marketplace depends on being able to deliver value - more value than is offered by more conventional sellers.  So, when you’re looking for that special opportunity, look for a network marketing company that has an edge on value.  

From Prestige to Value:  A Trend Reversal


We are coming out of the era of the yuppie.  The 1980s were referred to as the “me” decade.  As such, emphasis was on “designer everything.” People were willing to pay through the nose for any product with snob appeal.  Billions of advertising dollars went into creating the perception of class for products.  Premium dollars were paid for designer jeans, BMWs - even upscale hamburgers.


The trend has changed.  In fact, it has flip-flopped.  Americans now want value.  They will no longer pay for snob appeal.  They will, however, pay a little more for quality, convenience, and service.  But most are cautious in their spending.  Many are unsure of the economy.  They want to get the most value for their dollars.


For example, in one Subaru commercial, the star of the ad says:  “Don’t tell me about wood paneling, about winning the respect of my neighbors.  They’re my neighbors.  They’re not my heroes....  I don’t want a new car every few years.  I want to save money.  I want to have money....  Give me the facts....  Stop talking new.  Stop talking shiny.  Start talking sense.”

A Perfect Fit for Network Marketing


Consumers are returning to buying habits that fit the demographics of network marketers and their customers like a glove.  These people are often ready to take advantage of both the products and the part-time extra income opportunities offered by today’s network marketing companies.


The success in network marketing in recent years in discounted long distance telephone service, consumer benefits programs that offer discount shopping and coupon services, and the convergence of the term insurance industry and network marketing with companies like A.L. Williams (Primerica Financial) is evidence that the mindset of network marketing is in the right place.  Water filter companies that save money on bottled water and companies like Tupperware that allow consumers to get extra mileage out of their expenditures are good examples.  


It’s hard to say whether network marketing companies are following the trend back to value, or whether they missed the yuppie cycle altogether, and the cycle has merely returned to that which they have been stressing all along: family-oriented, value products. 


Most people agree that the products of network marketing companies are priced somewhat higher than the market, but it is generally accepted that the slightly higher price is for the quality and unique nature of the products - not for a designer label or prestige. In addition, personalized service is an important addition to products purchased this way.


So remember: “value” is the watchword.  Value in the company you pick, and value in what that company offers the consumer.

The Right Product.  The Right Time.

Okay, so now we know that the right network marketing company for you must offer a product (or service) that clearly represents value.  But what about the type of product?  Isn’t that important, too?


Of course.  In fact, Michael Sheffield, the foremost expert on product development in the network marketing industry, says, the most primary element in a successful network marketing company is the choice of the right product at the right time.  In real estate, they tell us it is ‘location, location, location,’ that is primary.  In network marketing it might well be said that it is ‘product and timing, product and timing, product and timing,’” says Sheffield, President of Scottsdale, Arizona based Sheffield Resource Network, and a widely published author on this subject.

What’s Hot and What’s Not?


What’s hot in network marketing products is a changing show.  For instance, in the ‘80s the Cambridge diet put America on diet shakes. Earlier, Shaklee taught Americans to use nutritional supplements.  Then came herb crazes like Herbalife and Sunrider.  Later, 3 million long distance telephone customers were signed on by Network 2000, and America discovered water filters through NSA and personal electronic security products from Quorum International. America was introduced to prepaid legal services by Oklahoma based Prepaid Legal, and later introduced to prepaid phone cards by Tele-Sales, Inc. of Oklahoma City.  Tea Tree Oil,  (Meleleuca) Pycnogenol, (Kaire) and Aloe Vera (Forever Living Products) - they were all propelled to fame by network marketing companies.


What’s “not” also changes.  Some products have gone bump in the night, like diet cookies, gold coins, and appetite patches.  But in the long run, Sheffield asserts that the old mainstays - vitamins and cosmetics - demonstrate the survival of consumables.

Choosing the Best Over the Rest

Sheffield has counseled hundreds of companies and thousands of distributors, helping them choose the best company with the best product to make them successful, and select which product or products from a company’s product line to focus on.  He suggests the following guidelines: 


1. First, it’s vital that you believe in the product and even have an emotional tie to it.  Sales especially in this industry are almost always based on emotions rather than facts.  


2. Ask yourself, “Is this product unique?”  If it isn’t, why would anyone want it?  Do you have a good answer to that?  You will need one.  


3. What’s the story that needs to be told?  Newspapers are sold by human interest stories.  So are products.  Select a product that has a motivating, believable story.  Be aware, however, that the story you can tell and the claims you can make about certain products are limited by law.  The therapeutic and medical claims that can be made about some diet and health products, for example, are restricted by the FDA.  Find out from the company what is and is not permissible to say about such products.  If what you can say isn’t going to be enough to convince people to buy that product isn’t going to be “hot.”


4. Can anyone copy the product?  If it looks like copying it will be easy, then make sure you have an early start so that you can use it to help build the rest of your business.  


5. Make sure that there are good profit margins in the product.  That is essential, or the company won’t be able to pay good commissions and still make enough profit.


6. The best products are consumables.  Says Sheffield, if you can eat it, wear it, or flush it, there will be a continuing income stream from customers and not just a one-time sale.  In addition to the obvious consumables (vitamins, skin care items, etc.) discount buying services, telephone services, and an array of other products also fit into the consumable category because they are used month after month.  


7. Products should fit within the mission and focus of the company offering them.  For example, an herbal nutrition company that suddenly gets into skin care with products that are not herbal-based creates a real conflict for itself, its distributors, and potential buyers.

Is It the Right Fit?

When deciding what’s hot and what’s not, identify whom you are going to sell a particular product to and ask yourself if it will fit their needs, goals, and interests.


Is the product geared to seniors?  Children?  Young adults?  Women?  Men?  Singles?  Families?  Mid-level earners?  Upper income groups?  A specific ethnic group?  A certain type of professional?  Sheffield notes wisely, “Don’t try to force a fit where none is - it will never work.”


In deciding whether the product is really the right fit for your potential customers, compare its advantages and disadvantages to other products on the market.  How does it compare?  Is it on the cutting edge?  Is it competitively priced?


After all is said and done, never forget that it’s the product, more than anything else (including the compensation plan), that makes or breaks a network marketing company and gives it its longevity in the marketplace and in the hearts and pocketbooks of its distributors and customers.  


Take the time to make sure that the company you’re thinking of joining has a product, or products, that fit the criteria we’ve discussed.  If your product is a winner, chances are good that you’ll be a winner, too.

Are you recruiting? Can you say product, product, product…. Contrary to the widely public perception that “money” is the number one motivator for network marketing, it is not according to studies by the DSA:

Top 5 reasons for joining a network marketing opportunity:

1. I like and believe in the product (90%)

2. I like being my own boss (73%)

3. I like working at home (64%)

4. The harder I work, the more I make (54%)

5. I enjoy selling (49%)

Why do people stay with a company? - Top 5 Reasons:


1.

Products - favorable response.



2.

Leadership of the company.



3.

Leadership of the field sales force.



4.

Company vision or purpose.



5.

Earnings.


SECTION 4: MARKETING 
Ten Common Distributor Mistakes – And How to Overcome Them

Great Expectations


It was Yogi Berra who said, “If you don’t know where you’re going, it’s going to take you a lot longer to get there.” And, sometimes networkers, with the best of intentions, turn down the wrong path. It’s not a physical turn, it’s a mental turn, it’s a question of expectations. And, sometimes those expectations can get in the way of a successful career in the MLM business.


Here are ten common mistakes that networkers make. These mistakes are often ones of attitude, missed judgment calls, or misinformation. Addressing those mistakes, however, will get you “there,” as Yogi said, a lot faster.

1. Inflated Earnings Expectations.

Yes, it’s true, there are many millionaires in the MLM business.

Well, there are many millionaires in the NBA. But, how many schoolyard ballplayers make it to the NBA. Precious few.


This is the case for earnings opportunities for networkers as well. In fact, the earning opportunities are unlimited. It is also a fact that relatively few, probably less than one percent, will ever make the “big money.”


Statistics indicate that less than ten percent of the distributors in the business are full time. By and large, network marketing offers a great part-time activity for folks who keep their day job. Realistic expectations and goals for the average distributor should be an extra $400 or $500 per month as auxiliary income to their permanent job. A distributor who is locked into expectations of the “big money” will soon be disappointed and drop out. In addition, a sponsor who recruits other distributors with expectations of the “big money” will soon find that he or she has lost credibility with those that he or she has sponsored. In other words, be hopeful, be realistic, and your distributors will likely be around for a longer time.

2. Go For the Product, Not the Plan.


Too often, recruits are seduced into a program by a “sexy” plan. Promises of instant riches are held out as the result of compensation plans that are “breakthrough,” “revolutionary” or whose payout guarantees instant riches.


In fact, history has demonstrated that no company has been successful on the basis of its compensation plan alone. It may get a jump-start and zoom like a rocket, but it will fall like a rock in short order. Of course, a fair compensation plan that provides good incentives is important. But, the “sizzle” plan is often an excuse for poor product and poor management. A “sizzle plan” will not carry the company or its distributors long term. In the long term, it is the company’s quality products to which distributors are bonded, and its management and its vision that will carry the day. Networkers should turn their attention to these attributes instead of the “magic pill” plan.

3. Don’t Think Short Term.

The MLM business is like any other worthwhile endeavor.

Distributors who look for success in the short term are preparing themselves for failure. Realistically, a distributor should not be expecting to see the true fruits of his or her labor until at least six months into the business. Those who have been truly successful have been at it long term. Give yourself some time. Remember what the famous economist Milton Friedman said, “The future is longer that the present.”

4. Easy Money, It is Not.


Often times, the MLM recruitment pitch is one of “easy money.” Prospective recruits are told that they don’t have to sell, they just make lists and $20 bills will sprout wings and fly into their mailbox.


Those experienced in business will tell you that this is not an easy money “game.” It is not merely a recruiting game. It is not a game. Distributors who are successful know their product, know their customers, know the company’s vision, and are prepared to do that which is necessary “hard work.” A distributor whose mind-set is on laying a “foundation” rather than looking for easy money will be around a lot longer.

5. “Gimmicky” Product – Forget About It.


If you’re looking for an amusement park ride, go to the amusement park. Getting on to the roller coaster of a company with gimmicky “fad products” will yield a lot of ups and downs, but the ride will be over quickly. Sometimes, companies can follow through on the momentum of a fad product with a fuller product line. More often than not this does not happen. MLM history is littered with skeletons of diet cookies, 3-D cameras, 5-year light bulbs and thigh creams. From the onset, distributors would be better served to look for a company with a solid product that makes sense and one for which there is a true “real world” marketplace among consumers.

6. Don’t Ignore the Company Track Record.


It is true that the “big money” is often made by those who get in on the “ground floor.” And yet, for the average individual, the ground floor opportunity may be of little value if the ground falls out from under them in a short period of time. The success ratio of MLM companies is probably no different than that of other small businesses. For better or worse, there is a significant failure rate.


Therefore, a distributor who is looking to increase his or her odds should pick a company with a track record, preferably a company that has been in business at least for a year and has demonstrated quality management. For those, however, who are not faint of heart, and wish to take the plunge at the very beginning, they should do some significant due diligence as to the principles of the company, their prior success in business, their infrastructure and talk to other distributors that are coming in on the ground floor.

7. Run  Away From the “Front-load.”


The company that needs to “front-load” distributors with unnecessary inventory will require substantial “cash investment” and is unconsciously sending a signal of failure to the prospective recruit. In a day of UPS and Federal Express Next Day Delivery, no distributor should be asked to carry large investments of inventory. The only true rationale for such a practice is to generate large sums of money for the payment of large commissions to “heavy hitters” who develop “recruiting machines.” These programs are disguised pyramids and, when the recruitment slows down, the opportunity will also disappear. In addition, the company will not be around to take back the huge inventories foisted on unsuspecting recruits. Give them a call and you will find that the phone is disconnected.


Instead, look for a company that demands modest investment from its distributors and ask its distributors to purchase product in an orderly fashion for intended expectation of personal use or sale. Autoship programs for both customers and distributors represent a far more sober and long-term approach than large front-loads.

8. Look for Products with Profit Margins.


Too, often distributors are distracted by the compensation plan or the earnings hype to spend time looking at the profitability of the products and services sold by a company. A company with a proprietary product can justify a higher profit, which means the ability to pay commissions in the long term from the sale of products or services. Historically, this is why the largest and most successful MLM companies have had, as their mainstay, consumable products that are proprietary such as nutrition, personal care or household products. These products are unique to the company, allowing for sufficient profit to pay commissions.


The closer the company’s product is to a commodity or something available generically in stores, the less likely the company can mark it up and achieve true profit margins for paying commissions. There can be no profit margins in selling a commodity such as an American gold eagle coin for instance, and thus companies must look for other inappropriate sources of revenue to pay commissions. Services represent a significant future in the MLM industry, but such services as telecom or Internet access carry a much smaller margin of profit. These are fine products, but a distributor who embarks on a career selling low profit, low margin services should be prepared for the fact that it will take a much larger volume of customers to achieve the same residual income as selling products with high margins. In addition, distributors should be careful to study the program and determine that the long-term future of the company is not built around the redistribution of high-priced training fees for distributors as opposed to the residual income from service sales.

9. Don’t be an MLM Junkie.


There are few distributors in the industry who have developed the ability to “work” multiple programs. Those professional distributors are few and far between. Since the average distributor is part-time to begin with, he or she should carefully pick a company and stick with it. History favors the long-term committed distributor rather than the MLM junkie who hops from company to company to company. It is difficult enough to focus energy on one company and its products, let alone several. Splitting you time and energy among several companies will probably yield thin results compared to focusing “like a laser” on one company.

10. Don’t Sit Around.


Activity is the name of the game in MLM. It may sound odd, but the expression “you snooze, you lose” is very applicable to this business. It is not enough to join the company, call all your friends at once, and expect the money to come rolling in. One of the worst mistakes a distributor can make is to sit around rather than getting “proactive.” The most successful distributors are ones that are constantly recruiting, constantly selling, calling upon the same prospective customers and recruits multiple times, and reinvesting a substantial chunk of their commission check back into the business of recruiting and selling. Those that merely “sit around” will have unfulfilled expectations and be “lonely.”


And, so …


And so, remember that much of the success or failure in network marketing is determined by the attitude and vision of the traveler. If you will recognized some of the common mistakes by distributors, and instead, head off in a more productive direction, you will get to where you want to go – much faster.

The Basic Building Block of Success: Bonding the New Recruit 


Network marketing is about people.  To be successful, you must succeed at “bonding” other people to your company, its vision, its product and to you as well.  Why you?  Because you are the stepping stone to their success.  This bonding process is the cornerstone activity of the network marketer.  Learn how to do it well!

Keep the Door Open

Opportunities to invite people to join your sales organization come up in the oddest times and places - in their homes, in your office, in your lunchroom, at a picnic, in a supermarket line ... you name it.  These opportunities may arise once or several times for the same person.  Take advantage of them.  Until a prospect says no, you are still in the game.  As the fairy tale goes, you have to kiss a lot of frogs before you marry a prince.  So in reality, the more you hear “no,” the more you’ll hear “yes!”


“Don’t think of this as a ‘closing process,’ as much as a ‘completion process,’” says Dave Stewart, President of the Scottsdale, Arizona-based Success In Action, Inc.  You have done your job, he says, when you have kept the door open long enough to bring the process to completion, whether it is yes or no.  Remember, this business isn’t for everyone.  But for the right individuals, it is a golden opportunity and you are doing them a favor by keeping the door open for them to make up their own minds.


SW, SW, SW, SW. (Some will. Some won’t. Some are waiting. So what?) – Old Salesman’s Adage


People Make Emotional Decisions

When you ask prospects to work with you in a network marketing company, you are asking for a commitment of their time, energy, and character.  What makes them decide to say yes?  


According to Stewart, who has trained thousands of sales people in this industry:  “People make decisions emotionally.  Whether or not they follow through will be based on logic and on whether or not they know how to follow through.  Never manipulate someone into this business.  Why?  Simply because any relationship based on manipulation will fail sooner or later!  It should be a soft sale - a natural process based on logic and truth.  The motivation for people to take initial action will generally have to be there for them to take the next step.  In short, they have to be open to it - they have to want to do it.”


In other words, your goal is to create an emotional bonding and to make sure that the new recruits have made up their own minds about the opportunity rather than feel that they’ve been pushed into the opportunity.  If an individual believes it is his or her own idea, the chances of long-term success will be great.  People who feel that they’ve been pushed into something will soon drop out.


That’s why, says Stewart, the emotional side of a presentation is more important than facts, figures, and logic.  Yes, it is important that your product is superior and that the company has an excellent management team and compensation plan.  But it is the emotional component of your presentation that will cause the decision.  


“Inform them through personal testimonials not mere technical information,” Stewart suggests, adding that you should involve prospective distributors’ emotions by painting pictures for them and placing them in those pictures in a way that they both see and feel the product and opportunity.  Finally, he suggests that you inspire them to make a positive decision not by reference to super stars and big money, but by examples of the successes of ordinary people they can relate to.  It is the success of the ordinary person that people find most inspiring. 

Keep It Positive!

To achieve a positive result, you must keep the process positive.  How do you do this?  Stewart claims that the goal is to find the “wavelength” of the recruit and, in a positive manner, get on the same wavelength.  That means discovering the prospect’s needs and showing how the products and opportunity can help fulfill them.  It also means tuning in to the prospect’s fears, and painting a picture of how he or she can conquer them with the products and business opportunity you’re introducing.  


Sometimes if I listen close, I can hear the dark side of the moon. - Melissa Etheridge



In the popular industry book, The Network Marketer’s Guide to Success, (co-authors David Stewart and Jeffrey Babener, Legaline Publications, 1-800-231-2162), Stewart suggests thinking about the following needs people seem to share universally:

· peace of mind

· freedom

· feelings of accomplishment

· recognition

· financial independence

· material possessions

· a business of their own

· tax advantages

· security

· public acceptance

· self-acceptance

· health

· more income

· convenience

· good relationships

· to have a great time

And don’t forget the common fears:

· fear of embarrassment

· fear of taking undue risks

· fear of criticism

· fear of pain (both mental and physical) and the pain of change

· fear of failure

· fear of loss


Your job is to help potential recruits in the most positive way come to their own conclusions that the opportunity can help them meet some of their needs and overcome some of their fears.


Above all, stay positive.  In The Network Marketer’s Guide to Success, Stewart offers some positive phrases that can be used to underscore the value of the business opportunity:


“Isn’t this a really great opportunity?”


“Do you see how becoming a distributor could really change your life?”


“Don’t you agree that the best parts of this program are the benefits of the products?”


“Haven’t they done an incredible job working out the compensation plan?”


Make this a joint exploration of the opportunity that empowers your prospects in their decision-making process.  Don’t make the decision for them!  Stewart suggests using these sorts of empowering phrases:


“What do you think of this...?”


“Have you ever tried this...?”


“Let’s try to figure out what caused this problem....”


“Did you ever consider that...?”


“I wonder what the best solution would be for...?”


“Try looking at it this way....”


Here’s another important tip: use the word “seldom” instead of “never.”  And say “usually” instead of “always.”


In trying to get on the same wavelength with your prospects, utilize some of the following phrases, which Stewart refers to as “agreement phrases”:


“...Isn’t that right?”


“Aren’t they....?”


“Didn’t it....?”


“Doesn’t it....?”


“Won’t you....?”


“Wouldn’t you....?”


And always, says Stewart, avoid being “Mr. Know-It-All.”  This is a guaranteed turn-off.  If you want your interchange to be positive, absolutely stay away from “put-down” or condescending phrases, such as:


“Maybe you never thought of this before, but...”


“You probably don’t know this, but....”


“I am going to prove to you....”


“I know better than you....”


“I’ve had more experience than you....”


“When you’ve lived as long as I have....”


“Don’t ask me why, just do what I tell you....”


“I’m only telling you this for your own good....”


“What you’re trying to say is....”


“Here’s what I want you to do....”


“I hope you’re not going to be mad at me, but....”


“When I was your age....”

Pledge Your Support

When you have helped your recruits come to their own decision that the opportunity is good for them, there remains one final, positive step in the process: Let them know that they won’t be alone.  Pledge your support in helping them be successful.


This is one of the most positive attributes of network marketing.  Distributors are responsible to help their new recruits get their businesses off to a good, positive start, and to continue supporting them as they grow.  This kind of support extends upline to the sponsoring distributor’s sponsor, and beyond.  In short, the entire network is tied together by people helping people succeed.  


In addition, most companies offer training programs for new recruits, and make helpful materials and literature available.  Make your recruits aware of these, and help them take advantage of them. 

The Key

So, as you are working on your new recruits, remember that your job is not so much to “close” them as to complete a positive process that allows them to feel that their decision to join you is totally theirs.  


Remember:  Be positive.  Give support.  That’s the key.

How to Plan a Great Meeting


The heart and soul of building a network marketing business is the “opportunity meeting.”  While it is true that you will make sales and recruit new distributors in a variety of ways and places, the opportunity meeting has traditionally been the common denominator for presenting the company and its products and business opportunity to prospects, and for motivating existing distributors to reach new heights of productivity.


Almost invariably, the place for this meeting is a local hotel meeting room.  Opportunity meetings generally involve 25 to 150 guests who have been invited to hear a presentation about the network marketing business opportunity.  The attendees have either recently signed on as distributors, are prospective distributors attending to consider becoming a distributor, or are veteran distributors who are bringing prospective recruits.


These are make-it or break-it events.  If planned well, many new distributors will join the company.  They provide the opportunity to put the best foot forward in a one-hour or two-hour presentation.  


During a typical meeting, the company’s vision, its products, and its business opportunity are explained using a corporate video, personal testimonials by other distributors about the product and business opportunity, and presentations by local leaders.  Scripts for successful opportunity meetings are sometimes provided by companies, but most distributors develop their own approach to what should be covered during an opportunity meeting.  

Get Ready ... Get Set ...

Regardless of what happens during your meeting, it won’t be a success unless you have paid attention to detail in making preparations.  This is what lays the foundation for a receptive audience.  Here are some tips for planning a successful network opportunity meeting:

Get the word out.

Plan the meeting at least a month in advance, if at all possible.  Let your upline and downline distributors know the time and place of the meeting.  Make phone calls to prospective recruits early so they can plan their schedules.  The best time for meetings is after 7:00 p.m. on a weeknight or on a Saturday.  If you intend to place ads in the local paper, make sure they run at least a week in advance.  Also, let the company know about it ahead of time and they may publicize it or send company representatives to participate.

Pick a convenient place.

Most national hotel chains have excellent meeting room space.  Remember to book ahead for best rates.  Parking is essential, and if it’s free, so much the better.  If people will be coming in from out of town, an airport hotel is always great.  There are plenty of hotels near every major airport.  They have shuttles for those arriving by air, and they are staffed to handle late arrivals and early departures, and often have extended restaurant hours.

Keep it short, stupid.

Yes, the KISS principle is applicable to business opportunity meetings.  Remember, these people are doing you a favor by attending.  They have groceries to buy, errands to run, Little League games to watch.  Keep the meeting under two hours and show that you respect their time.  Keep it lively.  Get to the point.  If you are working with a script, try to make it look like you’re not.

All the Important Details

Details, details, details!  One mark of a great meeting is that things go so smoothly that nobody knows you’ve gone to the trouble of looking after the details.  But as they say, it’s the little things that make the difference.  Veteran meeting planner, Gregory White, of San Diego’s Hamilton LaRonde & Associates, a leading management consulting firm in the network marketing industry, has these suggestions regarding the small but crucial details:

Seating

The goal is to avoid a meeting with lots of empty chairs.  Assuming a meeting for 150 people, set up the room with 100 chairs theater style (placed in the front 70 percent of the room).  As a back up have 50 chairs stacked in an adjacent service area.  Also leave some area at the back of the room.

Displays

Place one 8-foot, narrow table on the front wall with a pitcher of water.  This table can be used for display items, speaker notes, materials, etc.  Place two 8-foot, standard-width tables on the rear wall, end-to-end, or on one side for displays.  Ask the hotel to have all the tables skirted.

Registration Area 

Place one 8-foot table in the registration area outside the meeting room.  This too should be skirted.  The following items should be placed on this table:

· Name tags.  These are easy to forget.  But don’t.  They really help people talk to one another.  You can pick them up at most stationery stores.

· Registration cards.  Make sure to record who is in attendance, so you can follow up later.  Either have an attendance sheet on the registration desk as people walk in or consider having a drawing or door prize as an inducement for attendees to fill out registration cards.

· Company sign or banner.  Place this near the registration area to create recognition.  Remember many meetings may be going on in the same hotel at the same time.

Hotel Lobby

Make sure your meeting is on the hotel marquee of events or televised monitor.  Don’t assume that the hotel will do this right.  Before the meeting, double-check the monitor or sign board and be sure that the notice includes the name of your company, the time of the meeting, and the designated meeting room.  A nice touch is to have a host in the lobby to direct guests to the meeting area.

Sound System

Ask the hotel for one microphone to be set up on the podium with a long cord.  The cord should be long enough to reach the rear of the room.  Lapel microphones are effective, but remember to let the hotel know ahead of time.

Podium

Ask for a single podium at the front of the room, placed on a 6-foot by 12-foot riser.

Drawing Board

You’ll probably explain the compensation plan at your meeting, so make arrangements to have a chalk board or white drawing board with appropriate writing utensils.

Water

Ask the hotel to supply a water station.  Soft drinks ordered from a hotel get expensive very fast.  The hotel should set up the water station outside the room one hour before the meeting, and should replenish it during any planned breaks.

Beverage/Coffee Service

If you’ll be offering coffee, order it by the gallon rather than the cup.  This will save you a lot of money.

And the Bill Please?

Obviously, the cost of a meeting can vary widely.  So shop around.  Your basic costs will be for:


room rent, 






podium/microphone and 





white\black board.

Big Returns

“You are going to increase your investment ten-fold by paying attention to detail,” says Gregory White.  Your effort in planning a great meeting will be reflected in the growth and higher productivity of your sales organization.

Three-Way Calls and Presentations The A-B-C s of Success

It’s called the ABC method, and it’s one of the most effective network marketing tools for making sales to retail customers or recruiting new distributors for your downline.  In its simplest form, it’s a three-way telephone call.  In its more extended form, it can be a three-way, in-person presentation.


But who is A, B, and C in this cast of characters?


The customer or prospective new recruit is C.  Generally, B is a new distributor, or a distributor who has an acquaintance or contact with C, but could use assistance in closing the sale.  This is where A comes in.  A is usually a more experienced distributor (probably B’s upline sponsor) who has had extensive involvement with a network marketing company, has attended training, and has a good grasp on the products and company.  In other words, he or she has working knowledge, self-assurance, and the sales experience to close a sale.  B has confidence in A and, after B has set up a three-way call introducing A to C, A brings a comfort level to the entire discussion that is more likely to result in success, i.e., a sale to a retail customer or the signing on of a new prospective distributor.

Big-Time Results

“The ABC method is one of the most effective tools we have in the network marketing business,” explains Andy Nakashima, a veteran and master of the ABC method who has successfully used ABC for more than a decade.  Nakashima co-authored The ABC Method to Success and after corporate stints at several major companies, went on to a top management position at Nikken, Inc. of Irvine, California-one of the world's largest direct sellers of health and personal care products.  

Nakashima notes that “the billion-dollar Japanese direct selling companies have mastered the art form of the ABC method, and it shows in their networks.  It has proven equally popular with American companies to achieve market penetration."


Nakashima points out that the ABC method is meant to take advantage of the one “shot” that a distributor often has at making a sale to an acquaintance or contact.  “In a way,” he says, “it’s a one-time window of opportunity for a presentation, and if you blow it, there are usually no more chances.  Too often, new distributors make the mistake of signing up with a company, then immediately going out armed with half information and ill preparation and trying to sell everyone they know.  If you do this,” he notes, “you’re just wasting opportunities.”


The ABC method overcomes some obstacles that a distributor faces on his own in a presentation.  Nakashima notes that sometimes as a novice, the B comes across too strong or ill-prepared.  He also makes the point that it’s often very difficult to “sell a friend,” and that the discussion becomes much more comfortable when a third party, who has been introduced to the friend, actually is the one to assist in the “close.”  


“Remember,” warns Nakashima, “that under no circumstances should the ABC method be used as a hard sell.  Rather, it is a soft sell that is successful because of the comfort level created among all three parties.”

The ABC Game Plan


In a nutshell, here’s how Nakashima describes the ABC method:

 
“The ABC method is based on the principles of A = Knowledge, B = Caring and C = Trust.  The C position is that of the customer and the B position is that of the person introducing the product to C.  The C has a degree of trust for B or the appointment would have never been set.  Based on this trust, the C assumes that the B has something of worth to share with them.  The B position is that of a friend or a close associate.  The B is someone that has proven his trust to C and is someone that has a feeling of caring for C.  This feeling of caring will come through doing the sales presentation.  The A position is that of the experienced distributor.  The A should be someone that knows the product (or the marketing plan) well and knows the mechanics of his or her position in the sales call.  The A’s sole responsibility is to give the best presentation of the product  possible and to answer any questions that C may have.  The A should never pressure C to buy the product, any closing efforts should be done by B, and A should only assist in response to any questions.  It is also important to remember not to overwhelm the B with too many subjects such as marketing plans.  While it is okay to mention that there is an additional opportunity beyond just using the product, any discussion of the marketing opportunity should be held for another day using the same ABC method at that time.”

Use and Misuse

As effective as the ABC method can be, it becomes a wasted opportunity without proper preparation.  According to Nikken’s Nakashima:


“The ABC method has been around a long time, but it is misused most of the time.  Most believe that the ABC method is nothing more than two people trying to sell one person on the product and then to becoming involved in the marketing opportunity.  When they arrive, they both tell the customer what a great product that their company has and how much money they (the customer) make selling the product, and by the time they have finished they have done a very successful job of confusing and alienating the potential customer/distributor.”

Preparation ... Again

Preparation is as essential to a successful ABC experience as it is to a productive opportunity meeting.  


Prior to setting up the three-way telephone call or arranging the three-way in-person meeting, A and B should meet to prepare a game plan.  They should discuss the prospective customer or recruit, including his or her needs, family situation, income situation, demographics, temperament, and receptivity to the product or opportunity.


Both A and B should have a firm understanding of whether C is product-driven or opportunity-driven.  In addition, A and B should have reached a consensus and a common philosophy and vision about the network marketing company, its business opportunity, and the value of its products.


In addition, at a pre-ABC meeting, A and B should decide who will carry the ball of the various parts of the presentation.  They should try to agree on which part of the presentation A should dominate and which part B should carry, keeping in mind that while the acquaintance is B’s, A has more knowledge and experience.  This meeting is a good place for both of them to identify their respective abilities and roles, always keeping in mind that this is valuable on-the-job training for B.


The ABC technique is merely one tool in an overall strategy of sales and recruitment.  “Interestingly,: says Nakashima, “bringing a prospective recruit to a business opportunity meeting is actually a variation on the ABC method.  In that case, the meeting itself becomes A.”


“And remember,” notes Nakashima, “that there is nothing mystical about the ABC method.  Putting aside network marketing, we use the ABC method in our life relationships every day when we utilize the credibility of a third party to convince someone else of our position.”

Opportunity Calling ... Making Team Conferencing Pay Off

Network marketing means doing just that - networking.  As you build your sales organization, networking can happen in many ways.  One of these ways - one that is tried-and true - is the group telephone conference call.  


Conference calls come in all shapes and sizes.  They can be as small as a three-, four-, or five-way hook-up arranged by distributors using their own phones.  But more often, distributors tap into prearranged conference calls, where literally hundreds of thousands of people can listen and sometimes join in.


If you want to set up your own small-scale conference call, you can do this on your own phone through the telephone company.  For larger conference calls, distributors dial in at a designated time to a call that has been arranged by their organization through one of many national teleconferencing services.  These services can be found in your local Business-to-Business Yellow Pages, or through trade associations like the Direct Selling Associations.    


A wide gamut of topics is covered in these calls - from explanations of the company’s opportunities and products, including third-party endorsements by experts, to testimonials by customers and distributors, product updates, announcements of future events, and training.  


“The trend today is to move away from formal presentations or introductory meetings,” says Matt Freese, president and CEO of Nashua, New Hampshire Envion International, Inc., a leading nutritional and personal care product company. Reflecting on Envion's experience during its important early growth years, Freese remarked, “people are just too busy to attend several evening meetings each week.  They’re looking for ways to inform, educate, and network in their living rooms and offices.  Conference calls have enabled us to come to them, so to speak, to provide the support our marketing associates need when working with potential customers or new recruits.”


Envion frequently uses conference calls to support it BioZone product line, and its two-phased approach to conference calls is typical of many leading companies in the network marketing industry.


“Since we are a relatively young company,” Freese explains, “phase one calls introduce prospects to our product line and the business opportunity.  You need to become a satisfied, informed customer before you can become a successful, long-term business builder.”


Envion’s conference calls generally include messages from product experts and the company’s national sales directors, who discuss the business opportunity.  They are followed by testimonials from distributors and retail customers.


“We have had to work to maintain the proper balance in these calls, so they provide the support and encouragement business prospects are looking for, but at the same time, are not offensive to those callers who just want to be retail customers.


“In phase two,” he adds, “prospects who want to concentrate on their recruiting efforts can hear directly from us about our goals and mission.  We can support what our marketing associates are saying and legitimize the message.  These calls include nationwide testimonials from marketing associates, as well as information on how to get started, and the training and support mechanisms we offer.”

Designing a Conference Call

Networkers should try to take advantage of conference calls, whether they organize small conference calls themselves or rely on company-organized calls.  Either way, they are powerful recruiting tools.  


Don’t use them, however, unless you are satisfied that they are solidly prepared.  The call should be planned out just as a radio or television program is planned.  In effect, a conference call is an audio infomercial.  It will be heard by many people who will judge the business opportunity on the call’s content, professionalism, and energy.


Whether organized by the company or distributors, the call should have a professional or high-quality speaker who is interesting and charismatic coordinate the program. 


Should conference calls be spontaneous or scripted?  Pre-recorded or live?  Listen-only or interactive?  There are advantages and disadvantages to all of these approaches.  “We have found that we get much better results when we have developed a detailed outline of what we want to cover,” Freese says.  “Each call usually has a special topic, and it seems to flow much better if it has a definite purpose.”  Although many companies’ conference calls are scripted and have the feel of an actual radio show, Freese believes that spontaneity often proves to be more exciting and interesting for listeners.  


The advantage to pre-recorded calls, of course, is that there will be no bloopers or unpleasant surprises during the course of the conference.  Whether they are pre-recorded or live, though, record the calls for later use.  That way, the company can set up conference calls on demand.  Distributors can phone in and punch selected instructions on their phones to hear conference calls on various subjects.  In addition, distributors should be able to purchase low-cost audiocassette tapes of the calls to use for their own recruiting.  


Conference calls are often listened to over a speakerphone by a group.  If so, an outline of materials should be provided ahead of time to the call coordinator.  Also consider giving out a fax-on-demand number that listeners may call and instantly receive company literature over their fax machines.  Contact your local telephone company for more information on setting up this service.


Should the conference calls be interactive?  Should callers be allowed to join the conference calls in progress?  The answer is a definite “maybe.”  There should be some screening mechanisms by which the conference call organizers can determine if listeners’ questions should be interjected into the course of the call.  This may, in fact, make the call more interesting.  But it should be done carefully.  Imagine the effect of having scores of people speaking at once!  


And remember, you have little control over who calls in - it could be your competitors.  So don’t say anything on a conference call that you wouldn’t feel free to say in public.  

Timing It Right

Now that the conference call’s structure has been established, the next step is deciding how long it should be and what time it should take place.


“Our calls are running about 20 to 30 minutes,” says Freese about Envion's early experience.  “Any longer, and we find the success rate drops.  But in that time frame we can accomplish a lot and still maintain enthusiasm.  We’re located on the East Coast, so our calls need to accommodate each time zone.  We find that 8:00 p.m. is the best time for listeners.”


Can you objectively measure the results of conference calls?  If they are immediately successful, those distributors who have invited potential recruits to listen in should now have a greater opportunity to close the sponsoring of the new recruit by telephone, in person, or at a local group session.  Sometimes you just have to give it time, however, and consider the conference as one tool among many in a cumulative recruiting effort.


Freese notes that quantitative measurements of conference calls can be difficult.  “It is hard to judge the success of the calls in tangible terms,” he explains.  “I guess the best judge of their success is that we are recruiting more associates and educating more retail customers, and our retention rate and monthly purchases per active associate are quite a bit above the industry average.  Growth and retention rates and education are our best measures of success.” In as much as Envion has gone on to be a market leader in the direct selling industry, something is obviously working right.


Conference calls are a valuable recruiting tool.  As you are building your business, consider setting up small conference calls on your own.  Better yet, take full advantage of the time and expense that your company devotes to organizing larger conference calls.  

Co-op Advertising: Getting the Word Out


Advertising is what you do when you can’t go see somebody. – Fairfax Cone





Getting the word out is not an easy task in any business.  Network marketing distributors face two challenges: first, they must find customers for their goods or services; second, they must get the word out to prospective recruits if they hope to build their sales organizations. 


The first and foremost way to get the word out in this business is through person-to-person contact with people you know - fellow employees, relatives, neighbors, business associates, social and church organizations, and so on.  But after you’ve exhausted your initial circle of contacts, it’s time to expand your horizons and reach out to take your message to “the outside world.”


It is at this point that networkers turn to advertising.  


Although distributors may use advertising to look for customer prospects, it is more likely for them to use it to look for other potential distributors to be part of their sales organization.  Many distributors get results placing their own advertising in various media.  But there’s another highly popular advertising method they use to get more “bang for the buck”: they participate in an advertising co-op.


Advertising co-ops are groups of distributors who pool their funds, place advertisements about the business opportunity, organize follow-up to respond to the leads that are generated, and share the leads among themselves.

The Benefits of Co-op Advertising

According to Keith Laggos, Ph.D., publisher of the Chicago-based trade journal, Money Maker’s Monthly and highly respected newsstand magazine, Wealth Building, and an industry expert on co-op advertising, there are many good reasons for network marketing distributors to invest money in advertising and, in particular, to do it on a shared group basis....


1. Advertising promotes lead generation of customers and sales recruits.


2. Advertising promotes an image of stability as to the company opportunity, as well as an image of the strength of the particular distributor group.  New prospective distributors are more likely to search you out and perceive you as a very active player in the business.


Image is everything. - Andre Agassi.


3. When you talk to new recruits, the fact that you are utilizing co-op advertising creates a tool to offer to the recruit and says to the potential recruit that you are organized and that you have a support system to support distributors in your group.


4. Once the co-op advertising program is in place, it is more likely that distributors will actually pursue the business opportunity and become active in the business, rather than remain passive distributors.


5. Perhaps the best reason for co-op advertising is seen in the numbers.  For as little as $25 to $50 per month, a distributor may join others and launch impressive targeted advertising campaigns.  For instance, a distributor co-op made up of 200 distributors, contributing $25 each, can purchase a $5,000 full-page ad in a major publication.


6. Another important reason for joining a co-op advertising campaign is that the co-op leader likely knows more about obtaining effective advertising than the ordinary distributor, and is more likely to understand which targeted publications produce results and where to get the most value for the dollar.

Company Support

Most network marketing companies support ad co-ops.  Some actually run the ad co-ops.  Most, however, merely provide encouragement, cooperation, and approval process for ad copy.  In many instances, the company will also provide high-quality ad slicks and copy for advertising.  

The Follow-Up Package

Most co-op advertisements direct readers to respond to a 1-800 number for free information.  When they call the number, a package is then mailed to them, which generally contains a cover letter, a product brochure, a product order form, an opportunity brochure, a distributor application, and possibly an audiocassette or some other type of information.  


The cover letter will inform the prospect that a follow-up telephone call will be made within five days, and provide an additional number to call in the event that they are not contacted.  



At the same time the initial package goes to the prospect, a “lead package” is sent to the distributor who gets the lead.  This information includes the name, address, and telephone number of the prospect, together with a sample of a second follow-up letter and a postcard reminder, as well as suggestions for the content of follow-up telephone calls and further follow-up materials.


The distributors should follow up with telephone calls during the next few days, the follow-up letter, another follow-up telephone call, another follow-up letter or postcard, a letter to the prospective recruit to send in a distributor application or order, and so on.  It may take several follow-up telephone calls to sell a product or sign up a new distributor.  


The key is follow-up, follow-up, follow-up.

What About the Cost?

Laggos estimates that in addition to the actual advertising cost, the follow-up packages that are mailed to the prospect and the lead recipient, will run about $3 a lead - that’s $2 for the packaging and postage and another $1 for the 800 number telephone call.

... And the Results?

How long will it take to see the results of your co-op advertising?  


When you take into account the fact that you have to place the ad, send the follow-up mailings, make the follow-up telephone calls, fill out and send the distributor applications, and then wait for the first product orders to be placed and tracked with the computer accounting system, it’s reasonable to expect that three months will go by before you start to see override commissions on the sales that you are creating.  


The three key variables of the results you get will be:


1. Advertising.  Do you have quality ads?  Are they placed in the right publications?  Are they targeted effectively to your prospects?  (After the first round with print publications, it will be worthwhile to consider spot radio advertising, and a distant third consideration will be television or infomercials.)


2. Follow-up.  Is follow-up quick, persistent, and effective?  Are the printed materials, telephone scripts, and other components of the follow-up procedure persuasive? 


3. Training.  Once distributors are in the program, there is no substitute, says Laggos, for ongoing product and sales recruitment training.

Is Co-op Advertising for You?

If you are considering spending your hard-earned dollars on advertising or promotion, ask three questions before participating in a co-op advertising campaign or any other type of advertising promotion:


1. Will it help me make more money?


2. Will it help me make money easier?


3. Will it help me make money longer?


If the answers are satisfactory, then go for it!

Network Marketing Through Mail Lists

One of the most effective ways to reach out and take your message to potential recruits and customers beyond your circle of influence is to use mail lists.


Charles Possick, a leading industry expert on the use of mail lists, notes that the industry abounds with distributors who have built stable network marketing businesses through the effective use of mail lists.  


“Success,” says St. Petersburg-based Possick, “is totally determined by the quality of the mail list, the quality of the materials mailed, and the follow-up effort to close and support the new recruit.” 

It Works ... But It’s Not Simple

If you think that direct mail recruiting is as simple as sending out a few brochures and application forms and waiting for new distributors to sign up in your sales organization, you’re mistaken.  


Direct mail by itself may work for the sale of relatively low priced merchandise that does not require a major financial or time commitment by the recipient, Possick points out.  However, in using mail lists to recruit for new distributors, you are asking the recipient to join you in pursuing a business opportunity.  This is a major time and financial commitment, and you cannot get that commitment without some tender loving attention.  “So,” says Possick, “don’t use direct mail as an excuse not to talk to people - because that’s exactly what you are going to be doing with the leads and inquiries generated by your mailing.”


Is mail list recruiting cheap?  Absolutely not.  But you only need to find one or two quality distributors who may generate thousands of dollars each month for you in override commissions to make the investment pay huge dividends.  Possick suggests running an initial test minimum of 3,000 pieces to see if your mail list and materials will in fact generate leads.  


For instance, a 1 percent response rate on a 3,000 piece mailing would be 30 leads.  If you are not getting at least a 1 percent return from your test mailing, you need to examine either the quality of your list or the quality of the mailing materials.


What should your goal be?  Possick suggests that the average networker should set a 2 percent response rate as a goal, although many experienced mail list recruiters achieve as high as a 4 percent to 9 percent response rate.  Your goal should be to bring in a steady flow of leads every month, and then follow up.  Most networkers cannot effectively handle more than about 20 to 30 leads a month.  Remember this is a quality game - not just a numbers game.  It is suggested that distributors do a mailing of about 2,000 to 3,000 per month or about 5,000 every six weeks.  Ultimately, leads can be shared with your own downline organization, or you can teach them how to do mail list recruiting as well.  

List Sources

So where do you get your mailing lists?  


You can develop the lists yourself or get them from others.  Possick notes that the best list is your “A list.”  This is a list of network marketing distributors whom you know.  These are people who may have been in your sales organization or who you have met in other network marketing programs.  They may also have responded to other direct mail advertising that you’ve done in the business opportunity area, such as books or money-making programs.


After you have worked your own list, you need to go to others.  You can go to mail list brokers or directly to the source of those who have developed mail lists.  Possick has little faith in brokers who offer network marketing mail lists because these lists tend to be of low quality and often are merely recycled names accumulated from old downline computer printouts of network marketing companies.  


Magazines and publishers of network marketing publications are excellent sources of original lists, he notes.  The best lists come from those who are list owners and who mail their own lists, i.e., “work the lists.”  Possick notes that it is only those who work the lists that can guarantee that the recipients are likely to be more responsive to a network marketing opportunity. 

 
Lists of those who have responded to a network marketing opportunity should definitely be viewed more favorably than generalized lists of those who have merely responded to a generalized business opportunity.  Possick ranks the quality of lists from top to bottom in the following order:


1.
Your own personal A list.


2.
Another distributor’s A list with an endorsement (personal recommendation).


3.
Network marketing book buyers, recruiting service lists.


4.
Another distributor’s A list without an endorsement.


5.
Hot opportunity seekers lists.


6.
Run-of-the-mill network marketing company lists.

Important Questions to Answer

You will probably rent a mailing list.  This means that the mail list provider will either provide you with a list of names and addresses for mailing, or mailing labels made from the mailing list.  Expert Possick points out that if he is being offered a list of network marketing distributors, he wants to know the answers to the following questions:


1.
Is this a compiled list, or a list of a distributor’s downline, or a company’s entire distributor file?


2.
If this is a compiled list, is it a list of mail order network marketers?  That is, did the compiler simply collect the names and addresses of those folks who mailed him network marketing offers?


3.
If he did, did he include non-networker offers in the list, such as chain letter players?


4.
If this is a copy of a distributor’s downline, how well did the distributor do?  Was he or she earning $3,000 and $5,000 bonus checks each month?  (If so, this could be a very hot list.)


5.
If this is a company’s entire distributor file, is the company still in business?  (If so, call the company to make sure that the list hasn’t been stolen.  If it has, don’t touch it.)


6.
If the company is out of business, is there some way of knowing the list owner got the list legally?


7.
Is there some way of knowing from a company’s list which names of distributors either earned a bonus check from the company or reached one of the top positions in the company?


8.
For any lists, find out how recently they have been mailed and cleaned.  Also find out if the list owner did the mailing and when, and if the mailing was sent out first class mail or bulk mail with address correction requested.


9.
Finally, find out if the list contains network marketing distributors who are accustomed to retailing and wholesaling consumable products.

The Introduction Letter

Although working the mail list is a multi-stage process, it all starts with an introduction letter. 


This is usually a 600- to 900-word letter whose goal is to get prospects to commit themselves and ask you to send additional literature.  Possick suggests developing a strong headline for your letter which will grab the reader, followed by a listing of the benefits of the program and opportunity, a first person story that is your testimonial about the opportunity, and finally, a call to action.  This call to action is often an invitation to fill out a form with name, address, and telephone number, and mail it back.  It could also be to call a toll-free number with a promise that the reply will generate a response package with detailed information.

Climbing the Stairway to Mail Order Success

Possick likens the process of mail order recruiting to climbing a set of stairs.  Here is how he views the climb:  

Stair 1:
Mail out a set of information (usually an inquiry letter) on your program.  This tells you who is interested in getting more information.

Stair 2:
Receive the phone calls and the letters generated by the mailing that request more information.

Stair 3:
Send out a full descriptive kit of information (possibly including an audio tape) to those who respond to the mailing.

Stair 4:
Call all prospects and find out whether they are really serious about your program.

Stair 5:
Send out more literature and even a video tape (on loan) about your program.

Stair 6:
Call the prospects back to verify that they reviewed the literature and the video tape.

Stair 7: 
Get your prospects to purchase distributor kits and some sample product.

Stair 8:
Persuade your prospects to use the product personally.  (People can’t effectively sell products they don’t like or haven’t even tried.)

Stair 9:
Get your prospects to purchase literature they can use to start their own downlines, and to purchase a basic amount of inventory needed for retail and wholesale customers.

Stair 10:
Coach your new distributors to begin retailing the product.

Stair 11:
Help your new distributors start personally recruiting new distributors, either from among their retail customers, or from among network marketers they know.

Stair 12:
Have your new distributors climb these 12 stairs with the prospects they’re working with.


Assuming that you’re working with quality lists and that you follow-up effectively, mail list recruiting may prove very profitable.  For many highly successful distributors, this type of recruiting is key to success.  It could be your ticket to prosperity, too.

TV and Radio Networking:  No Business Like Show Business?

If person-to-person recruiting and sales in your network marketing business could use a jolt, have you considered show business?  


Using the medium of television and radio should not be overlooked as a viable alternative to make your business grow by reaching new potential distributors and customers.  


“Television and radio advertising, including infomercials, can really work,” says Robin Seymour, president of Opportunity Productions of Redondo Beach, California.  Seymour’s experience spans the time line of American broadcasting, from being the Lone Ranger’s nephew on the original radio show, to hosting and producing the nationally broadcast Opportunity Show.  The show’s primary emphasis is to generate leads for those building sales networks in network marketing opportunities.

The Price of Exposure

What Seymour does is part of the growing infomercial market, but with specific targets in mind.  Typical segments on this show for network marketing opportunities may run 10 or 11 minutes, or as long as a full 30-minute infomercial.  Both his company and others can assist distributors in airing the more lengthy infomercial-type segments, as well as spot commercials in markets throughout the United States.


Says Seymour, “You can get a 30-minute show on cable television in major television markets, such as Los Angeles, Dallas, or Florida cities, for as little as $75 in time slots that are very good for lead generation, for example, 8:30 or 11:30 p.m. on Friday, or 9:00 a.m. or 8:30 p.m. on Saturday, etc.”  The average cost for airing a 30-minute infomercial in a typical cable market is $150 with a high end of about $500.  Thirty-second commercials can be aired on cable for as little as $10 a spot, averaging $15 to $20.  


“With everybody channel-surfing these days,” notes Seymour, “cable spots begin to approach the same results as traditional commercial stations.  But, if you want to air on commercial stations, you are obviously going to be paying a lot more - upwards of $100 to $1,000 per one-minute spot and $1,200 to $15,000 for a 30-minute spot.”


But can it be effective in generating leads?  Seymour, who is regarded as the most experienced and authoritative producer and source on broadcast recruiting in the network marketing industry, believes the answer is yes.  He notes that the typical 10- to 11-minute TV interview, which is part of the 30-minute Opportunity Show infomercial, will pull about 30 to 40 hot leads, or average about 150 leads when run four times.  He indicates that there is about an 80 percent closing ratio when follow-up calls are handled promptly to viewers who originally call in on a toll-free number.  


The best time to run shows?  Seymour says Friday night from 11:00 p.m. to 1:00 a.m.; Saturday night from 11:00 p.m. to 1:00 a.m.; Saturday morning from 7:30 a.m. to 10:00 a.m., and Sundays from 8:30 a.m. to 10:00 a.m.  Why?  He speculates that there is less network prime time competition in these time slots.


Advertising co-ops generally collectively foot the bill for this type of advertising.  “Most of our productions,” says Seymour, “are for corporate or distributor groups.  We then help place the advertising in local markets for both the groups or individuals.”  He says it is not unusual for a group of distributors from a sales organization to get together to make the production costs very affordable as little as a $100 to $150 per person.  


In addition to the cost of the air time charged by a television or cable station, there is also the cost of producing the advertisement.  Seymour says to expect 30-second commercials to be produced at a starting range of $1,500 and 60-second commercials at a starting range of $2,000.  Thirty-minute infomercial packages can cost between $6,000 and $7,000, and 4- to 11-minute interview segments on infomercials might run $5,000 to $6,000.  


“When the costs are spread among a group of distributors,” says Seymour, “it can become very workable.  Keep in mind that the finished product can be aired over and over and over again in local markets.”  


Seymour believes that the television infomercial, which is repeated over and over again in local markets, is a more effective tool than radio advertising.  He notes, however, that if radio advertising is done effectively, it can be a high producer as well.  He adds that it is most effective if a radio talk show host will embrace the product that is being advertised on his show.

Making It Work

There seems to be some merit in this observation.  Take Doug Mendenhall, a Salt Lake City distributor who recounted his radio advertising experience for GMX International, for example.  GMX International, of Chino, California, markets environmentally oriented magnetic fluid conditioning products.  


Mendenhall and his downline sales organization decided to try to interest a national radio talk show host, Art Bell, into promoting the product on his live talk radio show.  Bell, who broadcasts from Nevada in the midnight time slot, is heard on hundreds of stations throughout the United States.  After personally demonstrating the water treatment system on Bell’s plumbing, Bell became convinced and agreed to an advertising campaign on his nightly talk radio show.  The key was Bell’s personal endorsement.  


Says Mendenhall: “We set up a toll-free phone line and raised $6,000 from our group to cover the first two weeks on the radio.”  Unlike Seymour’s productions, which promote leads for the opportunity, Mendenhall and his group advertise the product only, hoping for sales, which later might turn into leads for recruits.  


“We were astounded by the results,” says Mendenhall. Said Mendenhall at the time, we received over 700 calls the first nine days and continued to average 40 to 50 calls per day after close to two months.  We sell the leads to our downline to cover costs.  They close about 15 to 20 percent, depending on who buys the leads.  I have some that close over 30 percent of their leads.  


“These leads are high-quality leads,” adds Mendenhall.  “These people have taken the time to call in even after hearing on the air that the product sells for several hundred dollars.”  


In a way, the personal testimonial of the talk show host is not unlike a personal testimonial that distributors utilize every day in their network marketing businesses.  The campaign generated a lot of excitement so much so that GMX International President Francis Costanzo featured Mendenhall and his success story in a national meeting of company distributors.


If you are thinking of television and radio advertising as another arrow in your quiver for recruiting and sales, industry experts will tell you that there are three more essential elements to keep in mind: follow-up, follow-up, follow-up.  If your advertising is successful enough to draw the listener to an 800 number, make sure that you are following up with quality information and contacts, including letters, brochures, telephone calls, and personal contact.  These are hot prospects.  Don’t lose them!


Seymour, the veteran broadcaster, believes that infomercials which promote network marketing opportunities are doing a favor for everybody.  Each of his radio and television shows start out and conclude with his now trademarked admonition, “There is more opportunity in America today than ever before, and the great American dream is still alive.”  

Big Profits From Nonprofit Networking

Picture this - one sales call from you triggers sales presentations to 10,000 customers.  Impossible?  Actually, it’s not.  The key?  Network marketing through nonprofit organizations (NPOs).


As a network marketer, you should take advantage of the golden opportunity to promote sales through nonprofit or charitable organizations.  You will make money, and so will the organization.


The network marketing industry has become attracted to the members and friends of nonprofit organizations as a vast potential source of distributors.  Handled correctly, the benefits of your involvement with an NPO are mutual and substantial.  The tax-exempt organization receives a source of funds that are necessary to carry out its functions and to support the causes that are deemed worthy enough for tax-exempt status.  And you gain access to a potentially large and motivated customer base.


In recent years, nonprofit organizations have played a growing role in network marketing sales.  Overnight, the membership of a charitable organization may become an instant sales organization numbering hundreds of thousands of people.  The charitable organization raises these funds for worthy causes and a network marketing company finds a new market for its products.  All in all, it’s a very sound match.


We’ve all seen pancake breakfasts, spaghetti dinners, dances, and car washes for fundraising purposes.  Such activities are generally sporadic or one-time events, which for the most part, have no legal ramifications.  But a charitable organization that signs on as a network marketing distributor and sells products through its membership is conducting a business activity - an activity that may trigger some important legal questions that could affect the group’s tax-exempt status.

A Quick Look at How It Works

Use of charitable organizations for network marketing distribution typically works as follows:  

· The charitable organization signs on as a network marketing distributor. 

· The organization in turn sponsors its membership as independent distributors.  

· The charitable organization sells products and derives profit.

· It also receives override commissions on sales of products by its downline, its membership being the first level of its downline.  


Another approach is for the organization to allow access to members for recruitment and sales, and to encourage voluntary contributions back to the group from members’ discounts and overrides.  


A third approach, which may be more complex to establish, but which may yield the most favorable tax results, involves the establishment by the NPO of a wholly-owned “for profit” corporation for network marketing activities.

Avoiding Taxes and Tax-Exempt Status Problems

If you work with NPO, it is absolutely vital that you avoid jeopardizing that organization’s tax-exempt status.  This can be a sticky legal issue.  The extent to which a tax-exempt organization may engage in income-generating activities without jeopardizing its exempt status has never been clarified by the courts or the Internal Revenue Service. 


There are two possible consequences to an organization conducting a trade or business.  First, the organization may be subject to unrelated business income tax.  In addition, the organization may be denied tax-exempt status entirely if the trade or business is carried on to such an extent that it constitutes the primary purpose of the organization.


The IRS taxes unrelated business income to eliminate unfair competition by placing unrelated business activities of otherwise tax-exempt organizations on the same tax footing with other businesses that do have to pay income taxes. 


IRS cases and rulings indicate that a good way to avoid taxable income to a nonprofit organization is to approach the organization and gain access to its members through use of the organization’s lists or a meeting.  (It is important not to compensate the organization for the list of members, as this may result in taxable income.)  


You would then offer the members the opportunity to participate in its program in their own right.  Any payments to the organization must be voluntary contributions by the members.  This could be achieved by offering each member the choice of either receiving any payments from the direct seller or assigning the payments to the organization.  A one-time assignment is probably sufficient; however, assignments on a regular basis would provide a more solid case.


The charitable organization should also be careful not to allow the network marketing distribution activity to endanger its tax-exempt status altogether.  One method of collaborating with an NPO is through the establishment of a wholly-owned subsidiary corporation to engage in business on the NPO’s behalf.  This corporation could be signed on as a distributor in the same manner as any individual.  The corporation would be taxable on its income.  Dividends paid by the subsidiary to the tax-exempt parent, however, would not be unrelated business income to the parent by virtue of 512(b)(1) of the Internal Revenue Code.

Be Safe - Not Sorry

Getting tax-exempt organizations involved in network marketing activities can clearly be a bonanza for all of the parties involved.  But it must be done right to avoid creating tax problems, or even the loss of the NPO’s tax-exempt status.


Don’t take a chance.  Make sure that all parties concerned are fully briefed by professional advisors on the network marketing legal requirements, as well as by a tax professional on the tax ramifications of marketing through the network marketing format.


The old saying, “It’s better to ask forgiveness than permission,” clearly does not apply to this situation.  ‘Better safe than sorry” does.

Long Distance Sponsoring: Reach Out and Recruit Someone

In a highly mobile America, one thing is for sure: your network of friends, relatives and acquaintances will reach beyond your own city of residence.  And if you’re involved in network marketing, your locally sponsored distributors will also know people outside the area.


Because of this, you are bound to become involved in long distance sponsoring even if you don’t travel to distant locations to do opportunity meetings, or advertise in national publications or publications outside your city.


Don’t run way from this opportunity.  Embrace it.  It may be the distributor group sponsored by you in a city a thousand miles away that turns out to be the most productive unit in your organization.


Like everything else in this business, however, there are right and wrong ways to go about long distance sponsoring.  Los Angeles-based Jay Sargeant, of Sargeant & Associates, a national developer and producer of marketing and training materials for network marketing companies and distributors, notes that “a conscious game plan may make all the difference in effective long distance sponsoring.”  He points out that the helter skelter approach to sponsoring (“go wide and see where it goes”) won’t necessarily yield the best results for your time and effort.  Using this approach, he says, people are told to sign up anyone “as long as they breathe and make marks on a mirror.” 


Like any other important financial decision, he says, give it thought.  “Just because you know a guy in Ohio, doesn’t mean you should sign him up, particularly if he is going to do nothing in your organization but draw on your time.”


This approach may support a few heavy hitters at the top of a network marketing organization, but not the average distributor.  Sargeant points out that the top people in a network organization always try to put active, motivated people on their front line.  


Here are some things to think about when it is time for you to cash in on long distance sponsoring:

Learn your craft.


Before you start sponsoring long distance, make sure you’ve mastered sales and recruiting in your own locality.  Sargeant advises: “Know what you are doing and what you are going to teach.”

Choose wisely.

If you want to increase your odds in long distance sponsoring, look for people who are “wired to win” - independent people with a track record of success.  In fact, the further the distance, the more independent and reliable that person must be.  Sargeant analogies the long distance sponsoring relationship to that of a long distance romance.  He says, “If I am in L.A., can I have a successful romance with someone in New York?  Perhaps, if I choose wisely.”

Create a system.

You should start off with a comprehensive plan of attack and communicate that to your downline distributor so that you are both singing from the same song sheet.  This is best accomplished at the beginning of the relationship by faxing them your proposed plan of attack.

Agree on responsive commitments.

When you first establish relationships with long distance recruits, take some time to qualify the candidates.  You need to talk to them, says Sargeant, and determine what they want, what they are willing to commit in time, money, and resources, and in what time frame.  Although you are both operating independent businesses, you are somewhat dependent on one another.  It is a bit like a partnership.  So once you find the right person, develop an agreement that details your respective commitments, at the very least, on a telephone call dedicated to the subject.

Establish a long distance sponsoring budget.

Remember, long distance sponsoring is going to create expenses you don’t have when you sponsor distributors locally.  To determine whether it will pay off for you, you’d better understand the costs involved.  The first obvious expense is additional direct long distance bills.  Second, if you do three-way calling, you can expect to increase your phone bill by at least $100 to $200 per month.  Third, your telephone bill is going to increase because of fax expenses.  Fourth, plan on mailing expenses for communication and shipping expenses for support materials.  Fifth, plan a budget for travel to support your downline group.

Get some support from your company.

If it looks like long distance sponsoring will be a real winner for you, you should take a close look at the network marketing company you are associated with to see if it has systems that will support your efforts.  These may include voice messaging systems, national conference calls, fax-on-demand services, as well as powerful materials to support retailing and team building. 

Make sure the company training program supports long distance growth.  

Although this has been a problem in the past, companies are developing new systems to support essential training for long distance recruits.  Two good examples are long distance sponsoring kits and satellite broadcasts.  One example of the state of the art long distance sponsoring kit was the so-called “Business in a Box” developed by Sargeant’s company and first utilized by Elcombe Systems, Ltd., a network marketing company marketing telecommunications and home security products from Ottawa, Canada.  The “Business in a Box” contained everything necessary for a long distance recruit to be trained in the business, including an installation video on the product and team building, a recruiting video, recruitment and retailing audios that teach distributors to overcome objections in retailing and recruiting, a 100-page workbook, and a one-hour interactive video that facilitates a six- to eight-hour in-home training that utilizes all of the other elements of the “Business in a Box.”  This is the ultimate long distance sponsoring tool in that it is valuable in locations where there are no trainers, and allows people to get together and proceed through the interactive video and materials training.  In addition, watch for the emergence of the video of the month, which is excellent for long distance training.  Also, satellite technology and low-cost satellite dishes have made it possible to bring regular programming from the company or top distributors to remote locations. Finally, the Internet has emerging opportunities for interactive communications and training at both company and distributor websites.

Build in geographical areas supported by your company.

When you build your organization long distance, try to build in areas where the company is supporting growth through tours, rallies, and training.  You can get this information from the company. 

Focus on areas where other successful distributors are located.

Geographical areas where there is an infrastructure of successful distributors should be your focus.  It is particularly helpful if you can develop a reciprocal relationship where you support distributors of long distance recruits in your city in exchange for your distributors being supported by successful distributors outside your city. 

Provide the personal touch.

Sargeant suggests that “training is everything and three-way calling is the name of the game in long distance sponsoring.”  He says that you should make sure that the first ten contacts each of your new, long distance distributors make are made with you on the phone with them.  This bonds them to your organization from the beginning.  This way, when your distributors make their contacts, they will have the opportunity to listen to your presentation, to gather information, to learn how to overcome resistance, to learn how to close the recruit, and to begin to build their own businesses.


In network marketing, long distance sponsoring opens a “world of opportunity.”  If you’re willing to do it right, it can be an extremely profitable world.

Zero In on the Hot Markets

Good fly-fishermen can look at a stream, or a section of a stream, and tell you whether or not trout are likely to be waiting there.  They can spot the places where the fishing will be best, and they’re smart enough to zero in on those spots.


In the same way, good networkers can spot the hot markets where they’ll have the best success “fishing” for new recruits.  And they’re smart enough to maximize their marketing efforts by giving those groups of potential recruits the attention they deserve.


Three of the hottest markets today are the part-time worker market, the baby boomers, and the Hispanic community.

Part-Time Workers - Hungry for More

Is it because corporate America is shrinking?  Is it because of downsizing, or the migration of jobs to foreign soil?  Is it because technology is replacing workers with robots and computers?  


Whatever the reason is, the evidence is clear that increasing numbers of people are having a hard time finding full-time jobs, and are consequently switching to part-time work. 


Is there a message here for network marketers?  Absolutely!  All of these part-time workers are possible recruits for at least two reasons.  First, they represent a growing pool of people who are anxious for solid opportunities, but can’t find them.  Second, many people who are only earning income from part-time jobs need to supplement their income to make ends meet.  Network marketing provides an excellent additional part-time opportunity to fill that need.

Boomers Ripe For Network Marketing

Good news for network marketing: the baby boom generation is financially and psychologically ready for the MLM opportunity.  In 1989, a counterpart group to the American Association of Retired Persons (AARP) was formed to represent the interests of baby boomers.  The organization was called the American Association of Boomers, and its membership grew to more than 10,000. The primary goal of the organization was to save money for its members with various discount services.  Will an association with such a purpose appeal to yuppies who are famous for their taste in BMWs and Rolex watches?  


Absolutely, say some experts, who note that the important role of yuppies in the baby boom generation is a myth and a bubble waiting to be burst.  They point out that the annual income of the average baby boom household is often not as high as commonly perceived.  Although yuppies appear to be living well, they have also been living with large debt and interest expenses.  In fact, this baby boom generation approaching middle years is focused on financial planning, retirement planning, paying the mortgage, and saving for children’s college educations.


Many of the issues that are now so important to the yuppie generation are addressed by the opportunities found in network marketing.  Planning for the future, extra household income, tax benefits, family involvement, etc. are all hallmarks of the MLM opportunity.  In the coming years, as corporate America continues to trim its budgets and lay off more baby boomers who have reached mid‑level management, educated boomers will be looking for new opportunities.  

Big Opportunities in the Hispanic Community

There has been a rush in the past few years into the Mexican market by network marketing companies.  The draw of a growing middle-class in a nation of 85 million - a nation on the verge of a new prosperity means millions in sales.  Cross-sponsoring from U.S. sponsors in border states is working well, and Mexicans appear to love both the products offered by networking companies as well as the business opportunity.


However, networkers should not miss out on the emerging golden opportunity in their own back yards: the burgeoning Hispanic community in the U.S.  A survey, sponsored by the Ford, Rockefeller, Spencer, and Tinker Foundations, shed new light on the growing Hispanic presence in the U.S.  The following results of the Latino National Political Survey were important for network marketers:

· Almost one in ten Americans today is of Hispanic origin.  

· Approximately 22 million Hispanics live in the U.S.  

· The Hispanic population has grown approximately 146 percent during the past 20 years.

· By the year 2010, Hispanics will be the largest minority in the U.S., surpassing Afro-Americans.

· About 76 percent of the Hispanic population is of Mexican, Cuban, and Puerto Rican descent.

· Hispanics live in some of the states where Networking organizations flourish: California, Arizona, Texas, and Florida.  They account for more than 20 percent of the population in California and New Mexico, and for more than 10 percent of the population in Arizona, Florida, Nevada, Colorado and New York.  


The survey also found that Hispanics were on the way to mainstreaming in both the U.S. economy and politics.  Interestingly, more Hispanics lean toward conservative political positions.  In addition, the survey revealed distinct differences in outlook among different Hispanic groups - differences which should be taken into account in marketing.


The rest of Americans are readily adopting the culture and cuisine of Hispanic Americans.  (Much has been made of the fact that salsa has now surpassed ketchup as America’s favorite condiment.)  This is another sign of the melting pot, and a good sign for networkers. 


The trends are clear, and the opportunities for recruiting are great.  Take advantage of these opportunities by zeroing in on the Hispanic, baby boomer, and part-time worker markets, as well as any other hot markets that rise to the surface.

An Important Marketing Truth:  Retention Beats Recruiting

Networkers can profit from recent studies regarding retention.  The costs of obtaining a new customer are six times the costs of retaining an existing one, states Paul Timm, of the Marriott School of Management at Brigham Young University, in 50 Simple Things You Can Do to Save Customers (Career Press, Hawthorne, New Jersey).  He also points out that satisfied customers are the best advertising, because they’re prone to tell others and generate new customers.  


At Mary Kay, similar findings were reported.  It was noted that obtaining a new customer is five times more costly than maintaining an existing customer.

Something to Think About....

Both networkers and network marketing companies should think long and hard about this information - especially in light of the fact that most network marketing companies feel lucky if they can retain 15 to 20 percent of their recruited distributors on a long-term basis.  


A little special treatment can make all the difference in retaining customers and distributors.  And it beats spending piles of money on advertising and administrative costs.  Similarly, individual distributors are well advised to give their downline distributors and their customers the kind of treatment and care that will make them want to stick around. 


In the same vein, two critical statistics were noted at Mary Kay relating to a distributor’s first year.  First, it was discovered that the majority of terminations occur during the first year.  Second, it was found that the highest number of new recruits are brought in by distributors during their first year.  In short, new distributors are highly important to a network sales organization, yet they are the most likely to drop out of the program.  In addition, one Mary Kay executive noted that a study revealed that one in ten new distributors never really “got going.”

The First-Year Hurdle

The lesson to be learned is clear: work hard to get your distributors past their first-year hurdle.  This pays off.  New recruits beget new recruits.  You will benefit from a multiplier effect when you bring in lots of new recruits.  It’s a bit like compound interest.  Conversely, if you can’t retain your new distributors, you have to run fast just to stay in place. At one point it was noted that at Discovery Toys, it was expected that the annual attrition rate for new distributors would be between 50 and 60 sixty percent, which isn’t unusual for such companies.  It’s like being on a treadmill.  But you can slow the treadmill down by convincing more of your new recruits to stick with the opportunity.


Since the cost of obtaining a new distributor versus retaining an existing one is probably similar to the costs of recruiting and retaining customers, then making your first-year distributors happy makes great financial sense.


In short, hang on to what you’ve got!  It’s one of the best investments you can make in your future.


SECTION 5: MANAGING YOUR BUSINESS 
Networking and Time Management 

You’ve signed up in a great network marketing business opportunity.  You’ve bought a sales kit that’s loaded with product literature and order forms. You have an initial stock of inventory.  You’re brimming with enthusiasm and ideas about how to build your business.  
You have everything you need to be a great success, right?  Wrong! Because unless you learn how to harness and organize your time, you’ll be “spinning your wheels” as you slide surely into the clutch of failure.


According to David Klaybor, President of Newport Beach, California-based PowerLine Systems, network marketers must apply time management principles to their businesses if they wish to survive and prosper.  Klaybor, an industry expert who has helped train thousands to build their network marketing businesses more efficiently by organizing their efforts, notes that the “spinning-your-wheels syndrome” is all too common in network marketing, and is responsible for high drop-out rates.  After all, when people get no results, they lose interest.  He points out that we all have a finite amount of time, and we can get the most productive use out of that finite number of hours by applying time management principles to our network marketing businesses. 


The principles of time management can and should be applied to the myriad of tasks that are necessary to make a network marketing distributorship thrive.  Simply stated if you are organized, you won’t get bogged down in the tasks, and more of your time can be spent getting ahead rather than merely keeping up.  

General Principles for Your Specific Business

Klaybor says the following broad time management principles are applicable to virtually all tasks in a network marketing business - whether making sales presentations, handling incoming calls in response to ads, generating leads, making conference calls, or anything else.

1. Organize the data.

Capture all information for later use, such as mailing lists, training meetings, business opportunity meetings, or other forms of follow-up.

2. Form an action plan to communicate effectively.

You should have the right data in front of you when you need it, so that you have product information and opportunity information at your fingertips when you are communicating by telephone or in person.

3. Have a plan for implementation.

Role play and practice to perfect your trade and presentations so that they are effective and you aren’t wasting time when you make them. 

4. Accountability and review.

In any time management plan, you must make yourself accountable to examine the effectiveness of the game plan.  You can make yourself accountable to your game plan, but it is always better to make yourself accountable to another person - most likely your sponsor.  In fact, sponsors should hold all their recruits responsible for keeping to a game plan.  In school, the teacher was the person to whom we were accountable.  That accountability increased our performance.  Our teachers are no longer around to spur us on, so we must find somebody who will hold us accountable.  As a sponsor in a network marketing program, Klaybor put his challenge to his recruits:  “Network marketing works - do you?”

Making Your Own Customized Day Planner

We have all seen people carrying day planners.  Perhaps you use one yourself.  They are great organizing tools.  Time management expert Klaybor has developed a comprehensive day planner and organizer for the network marketing distributor  the PowerLine System.  It looks like a typical day planner, but it is organized totally around the activities and tasks of a network marketer.


Although it won’t be as detailed or comprehensive, you can make your own time management day planner and organizer says Klaybor.  He notes: 

· First, obtain a quality three-ring binder, 1- to 2-inches in width, and a set of divider tab sheets from an office supply store. Expect to pay $40 to $100, depending on the binder you choose.

· Then, identify and select the key areas of activities essential in operating your network marketing business like a career professional. Write these down on the tab part of the divider sheets and install them in the order in which your business flows in naturally.

· Develop an ability to target key information that is relevant to each section, and write that information on the divider tab sheets that separate one section from the other.  Type or print this information neatly, because your clients are going to see these sheets and you don’t want to be embarrassed during your sponsoring and retail presentations. 

· Next, learn to use or access the information collected on the divider tab sheets, and use this information as you work your business every day, in order to better perform the tasks required.

· Then, develop the habit of logging and documenting each activity as it happens, i.e. logging the names, addresses, and phone numbers of all the people you come in contact with regarding three-way calls, long distance sponsoring, referrals, retail sales, downline interactions, etc.

· Get in the habit of using a daily, weekly, or monthly calendar so you can schedule events, follow-up on future activities, plan ahead, etc.

· You must consult your calendar each day in an effort to responsibly fulfill the promises you made to clients, downline and other people.  Your focus is on completing things, performing to-do tasks, and closing business arrangements ... not merely “doing things.” 

· Get every responsible person in your downline using a business planning system as well.  In this way, you will be able to know what they are doing; you will be able to assist them; and you will be a part of their accountability system.


Whether you create your own time management organizer or opt for a ready-to-go planner such as the Powerline System, your planner should have tabs and sections to keep track of important tasks in your network marketing business.  According to Klaybor, the following tasks and supporting planner components should be included:

Contacting Prospects

Call Sheet - Here you will list the prospects that you must call quite often.  These are people who are nearly ready to buy your products or join your business opportunity.


Prospect Call Sheet - This is where 90 percent of your prospects will originally be entered.  You’ll spend a lot of time in this section.


VIP Prospect Follow-Up - This section is for prospects who require special attention and lots of notes or commentary, such as corporate accounts.


Referral Sheet - In this business, you will constantly be asking for referrals for both retail sales and business opportunity prospecting.  Here, you will list names, make special notes, discuss the status of the referrals, and keep track of their progress.

Warm Market Presentations 

Opportunity Meeting Log - Here you will track the people who have been brought to business opportunity meetings or company demonstrations.


Retail Log - This is where you track your outgoing inventory and sales to the public, makes notes about referrals from your customers and potential individuals to sponsor, and track the status of samples you’ve given out.  


Long Distance Checklist - In this tab section, you will log all outbound mailings, such as letters, tapes, promotional materials, brochures, etc.  You will also note here where your sales aid marketing materials are located.  (This information may help you achieve greater cost efficiency my moving the more expensive sales aid materials from one prospect to another.


Conference Call Log - Make good use of your time and your organization by getting the people you need to reach together on conference calls, where you can give one presentation to 20 people rather than 20 presentations to 20 different people.  Conference calls are a key to sponsoring on a national level.

Cold Market Presentations

Ad Call Tracking Log - When you spend a lot of money on ads, you want to get a high return on your investment by improving the close ratio of your incoming ad prospects.  This special section of your planner can help you do this by tracking and following up on leads.


Interview Log - Keep a record of your interviewees and what you plan to do with them.


Interview Questionnaire - Before you conduct your interviews, have a special section with scripts, questions, and special needs that will help you make your interviews appear more professional when you are finally face-to-face.

Downline Maintenance

Three-Way Log - “ABC’ selling techniques are big in network marketing.  In this approach, A introduces his or her good friend or acquaintance, B, to a presentation by A’s sponsor, C.  In this section of your notebook, you will keep track of your downline’s follow-up skills.


Player Sheet - In this section of your planner, you will keep track of who the strong players are and your contacts with them.  In particular, you will organize information on your front-line distributors. 


Long Distance Training Log - You should be calling your out-of-town group each week, working with them on training and sales.  This is the place to keep track of your scheduled calls, as well as your out-of-town momentum and progress.


Leaders by Location - This is a national business and you will often be asked to recommend responsible leaders in specific geographic areas.


News, Events, and Awards Log - This business is built around meetings and recognition.  In this section, track upcoming events, making sure that your downline people are aware of current award and bonus competitions, upcoming rallies, and major trips.  Remember, this is a people business, and an event business.


Travel Itinerary - Keep track of where you are going, how you are getting there, how it is being paid for, who will be meeting you, what you will be doing there, etc.

Time Planning and Accounting

In addition to organizing the preceding tasks in your network planner, Klaybor recommends that you set up special sections for the effective management of your time, including a goals list and goals outline for your business to review and reconsider frequently.  


If you don’t know where you are going, it will take you a lot longer to get there.  - Yoggi Berra


In addition, you should have a calendar section for a year at a glance, a day planner schedule each day, and most importantly, a “To Do” section that organizes “to do” tasks by priority.  Klaybor stresses the importance of following through with your “to do” list every day, and practicing one of the most important principles of time management: ”Don’t procrastinate!”  He recalls an old adage that says, “If you have to swallow a frog, don’t stare at it too long; if you have to swallow two frogs, swallow the biggest one first.”  


Block out your daily calendar into green time (revenue generating time) and red time (all other time).  Try to keep these divisions in mind when planning your daily schedules.


Finally, don’t forget to include a section on accounting for your organizer.  You need to track incoming costs, deductions, and expenses both for yourself and for the IRS.  Remember, this is a business.

Take Time to Make Time

Unabashed enthusiasm without organization gets you nowhere in the network marketing business.  The helter skelter approach will produce a similar result.  Klaybor sums it up accurately:  “Time is your only nonrenewable resource; to have more of it, you must first give some up.”

Taxes and the Network Marketer 

If you take your network marketing business seriously, you may qualify for some serious tax advantages that are available to business owners, and in particular, home-based business owners.  


That’s the good news.  The bad news is that the tax deductions that you may be able to take are shrouded in volumes and volumes of IRS codes, regulations, and interpretations that could (and in fact does) keep a small army of tax lawyers and accountants busy for years.


Even though these deductions are often confusing and unclear, it is better to have an understanding of them and take advantage of them than to pay more taxes than you need to year after year.  With that in mind, here is a sampler of some significant tax points to be aware of, and take up with your CPA or qualified tax advisor....


I’m proud to be paying taxes in the United States.  The only thing is I could be just as proud for half the money. - Arthur Godfrey

No Hobby Losses, Please!  

Remember to be able to take advantage of tax deductions for your network marketing business, it has to be a real business.  The IRS says that you can’t deduct business expenses unless you engage in the business on a “for profit” basis - not just as a “hobby business.”  


How do you tell the difference?  The IRS will look at one of two tests.  The first objective test is whether you have made a profit in three out of five years.  The second subjective test is whether or not you are prepared to demonstrate that you engage in your business in order to make a profit.  Here, the IRS is looking at whether or not you carry on the business in a businesslike manner; the time and effort you put into the activity; whether you depend on income from it; your expertise in the business; how much profit the activity makes in the years it does profit; and other pertinent considerations.

Meals and Entertainment  

Network marketing is a social business.  You have to eat and you may as well have some fun and do it while you are recruiting or selling.  
This is one of those expenses the IRS keeps whittling away at, however.  Your deductions are now limited to 50 percent of your meal and entertainment costs.  


Beyond that, you must have records to substantiate your meal and entertainment deduction claims.  In addition to the usual receipts you should keep for expense deductions, you will need to be able to document the substance of the business discussion, the business relationship, and who you had a meal with, or went with to be entertained.  The business discussion has to be during the activity or immediately preceding or following it.  

The Home Office Deduction

You can deduct the costs associated with your home office, but it’s getting more and more difficult.  


Assuming you qualify, you can deduct a share of the expenses related to your entire home, such as mortgage interest, insurance, utility bills, and home repair.  That share is based on the size of your office as a percentage of the size of your home.  Let’s say you have a 3,000 square foot home, and your office is 300 square feet.  That means you could deduct as a home office expense 10 percent of the mortgage interest and other applicable costs relating to your whole house.  A depreciation deduction for the business portion of your home also comes into play here. 


However, the space must be used regularly and exclusively for business.  (Also, until, Congressional mandated IRS rules amendments go into effect in 1999, if you are making sales presentations away from home, then your home office must also be used to see customers or business associates on a regular basis.)  This is a tough deduction and one that you should be confident in, because it is one of the “red flags” that has a higher risk of triggering an audit than many other deductions.

Ordinary Business Expenses

You can deduct ordinary business expenses such as accounting fees, advertising fees, license fees, and so on.  The tax advantage here is that many of your expenses may cross over between your home lifestyle and your business lifestyle, including telephone, cleaning supplies, office supplies, answering machines, audio and video equipment, fax machines, office furniture, and office decorations that improve both your home office and your house.  

The Traveling Networker

Do you like to travel?  Does your spouse like to travel?  Do both you and your spouse promote your network marketing business?  The business travel deduction is a real advantage for networkers.  


Of course, you are going to have to make a clear allocation between the business-related purpose of the travel and the vacation portion.  Obviously, there is a gray line, and it will be in your interest to substantiate as much of the travel as relating to your network marketing business.  Inside the U.S., all travel expenses are deductible when the trip is “primarily” for business.  When traveling abroad, you must divide the travel expenses between business and vacation time.  

Business Gifts

Do you have friends and family who are also customers and business associates in network marketing?  The probability on this point is high.  A network marketer can convert gift-making, which might normally take place, into business gift-making, which is eligible for a tax deduction.  Under IRS rules, you may deduct up to $25 for the cost of business gifts given directly or indirectly to these people.  That should make you popular!

All Those Forms

Almost every network marketing distributor agreement recognizes your independent contractor status, and so does the IRS.  Because the IRS considers you to be self-employed, you are going to have to pay both income tax and self-employment tax.  


If you have income greater than $500 a year, you will be making estimated quarterly tax payments as a self-employed individual.  You will receive a Form 1099 from the network marketing company if you receive more than $600 in income or buy more than $5,000 of product or inventory.  Your Form 1099 will be attached to your Schedule C, which in turn will be attached to your tax return.  Your Schedule C will summarize your income and expenses from your network marketing business.  

Computers, Automobiles, and Capital Assets

When it comes to these issues, you’re definitely going to need to talk to your tax advisor.  You have some choices to make about how to deduct the acquisition costs of computer equipment and automobiles that are used for your network marketing business.  


The IRS provides some very liberal limits on the amount that you can actually expense as a business deduction in any one year.  (Of course, you are limited in expenses to the income from your business.)  The other option is taking a depreciation write-off over a number of years for business equipment.  Only your tax advisor knows for sure which is most advantageous.  


The costs of running your automobile for your network marketing business are deductible.  You have a choice of using the IRS’s standard cents-per-mile (in 1995, for instance, it was 30 cents per mile), or itemizing the automobile expenses, such as gasoline, repairs, maintenance, insurance, and depreciation.  Obviously, you need to calculate what percentage of your overall car use is devoted to your network marketing business, and adjust the expenses to that percentage.

Record Keeping - The Name of the Game

If you talk to our friends at the IRS, they will tell you time and time again that the most important aspect of claiming your expenses and deductions is keeping adequate records.  The IRS will suggest that you keep a separate bank account, make a record of all business transactions, and retain all your records.  Record keeping and substantiation are particularly important for deductions for travel expenses, entertainment expenses, and gift expenses.  And the IRS will always tell you that a receipt is ordinarily the best evidence to prove the amount of expense.

Is It All Worth It?

Every child born in America can hope to grow up to enjoy tax loopholes – TRB (Richard Strout)



Should you take advantage of the expenses and deductions in the Internal Revenue Code?  The IRS will tell you that those expenses and deductions are there for you as long as you don’t abuse them.  If you’re a serious network marketer, the expenses and deductions can enrich your business and your personal lifestyle by putting hundreds or thousands of dollars of after-tax savings in your bank account.  

You Too Can Incorporate

When you become a network marketing distributor, you create a new business entity.  What legal form should that entity take?  While most distributors’ businesses are sole proprietorships, and some are partnerships, increasing numbers of networkers are deciding to incorporate.  A corporation offers liability advantages, as well as certain tax benefits, that may make it right for you.


If you decide to incorporate, you will want to meet with a corporate attorney.  Here are some helpful tips for your first meeting with this professional:

1. First, Get Yourself to a CPA


Other than yourself, the most important person your corporate attorney will work with is your accountant.  Your accountant will provide valuable input on corporate financial structure, funding, capitalization, allocation of stock, etc.  Your lawyer will be looking to your accountant to provide an opening balance sheet for the corporation from the time your business moves from sole proprietorship or partnership to corporate status.

2. Corporate Name

Contact your attorney ahead of time with the proposed name of the corporation.  A quick phone call to the Corporation Commissioner will discover whether the proposed corporate name is available.  Also, decide whether your corporation will have a special mark or logo that needs federal trademark protection or state registration.

3. Corporate Structure 

Who will be the officers of the corporation, such as the president, vice president, secretary, and treasurer?  Will there be a chief executive officer or chief operating officer?  It may be that the bylaws of the corporation should have a special description for specialized corporate officers.

4. Shareholders

How many shares should your corporation be authorized to issue?  How many shares should be issued at the commencement of a corporation, and how many held in reserve for future issuance?  Should there be separate classes of shareholders?  Should some shareholders be preferred shareholders and thus receive first crack at dividends?  How many shareholders are anticipated? Will the number of shareholders trigger any securities registration problems?

5. Shareholder Agreements  


Is there a method for preventing shareholder voting deadlock?  You may wish to discuss with your lawyer possible pre‑incorporation shareholder agreements which govern the employment status of key shareholders or commit shareholders to voting a certain way on specific corporate issues.

6. The Buy‑Sell Agreement

The first meeting with your lawyer is a good time to discuss buy‑sell agreements.  What happens when one of the shareholders wishes to leave the business?  Under what circumstances should he or she be able to dispose of stock to third parties?  As a general matter, in closely held corporations, either the corporation or other shareholders are granted the right to buy the stock.  What circumstance should trigger the buy‑sell agreement: death, disability, retirement, termination, or some other event?  Should the buy‑sell agreement be funded by “key man” insurance that would fund the purchase of stock in the event of death of a key shareholder?  What will be the mechanism for valuing stock: annual appraisal, book value, multiple earnings, arbitration, or some other mechanism?

7. Planning for Future Shareholders 


Are there plans to take on new investors or shareholders in the future?  Are there plans for taking the company public some day?  If so, the initial structure of the articles of incorporation and stock may be used as an important planning tool for the future.  Should shareholders have preemptive rights; that is, the right to buy additional stock in the event that more stock is issued, so as to maintain their equity interest in the company?  Are shareholders concerned about dilution of their interest in the company at the issuance of new stock?  If so, perhaps anti-dilution agreements should be entered.

8. Capitalization 


At this point, your attorney will work closely with your CPA.  What will be the total initial capitalization or funding of the corporation?  Will shareholders make loans to the corporation and contribute the rest as equity capital?  What is being contributed by respective shareholders in subscription to stock: money, past services, equipment, assets of an ongoing business, licensing agreements, or other contributions?  What value will be placed on assets which are contributed to the corporation?

9. Board of Directors

Who will be on the board of directors?  How many initial directors will there be?  Will respective shareholders have the right to elect proportionate numbers of members of the board of directors?  Is there a mechanism built in to prevent voting deadlocks by the members of the board of directors?  Should the shareholders consider an independent director for breaking a deadlock, or a mechanism for submitting decisions to arbitration?

10. Corporate Housekeeping 


Your attorney will need a variety of corporate housekeeping information.  For instance, information on the anticipated number of employees in the coming 12‑month period will be necessary for application for a federal tax employer I.D. number.  Will the corporation have a fiscal year ending December 31 or at some other point in the year?  Will the corporation be on a cash basis or accrual basis?  Will the corporation initially authorize salaries for officers of the corporation?  What institution will be the corporate bank; who will be authorized to deal with the bank; on what terms?  Will there be limitations on the borrowing power of officers or directors?  What will be the date for the annual meeting of the board of directors and shareholders?  Who will be the registered agent?  (As a general matter, your attorney will be the registered agent.)

11. Key Employees 


The inception of the corporation is a good time to consider employment agreements with key employees.  Also to be considered are confidentiality agreements with key employees who have access to special technology, trade secrets, or customer financial and manufacturing information that is proprietary to the business.  At the same time, noncomplete agreements should be considered for key employees, and possibly for officers and directors.

12. Employee Plans 


Be prepared to talk about future plans for employee benefit plans, such as profit‑sharing plans, pension plans, stock option programs, fringe benefit programs, medical reimbursement plans, etc.  If not implemented at the inception of the corporation, it’s good to have in mind when and where such programs may fit in at a later date.

13. Chapter S or C or LLC?

Will the corporation be a Subchapter S corporation, where income and losses flow through to shareholders and the corporation pays no income tax?  Or will it be a standard Section C corporation where it does in fact pay income tax and income is not placed on the shoulders of shareholders?  If the corporation will sustain major losses and shareholders have other sources of income against which they wish to write‑off losses, a Subchapter S may be appropriate.  Most businesses are not started with the idea of a loss, however, and most business do not incorporate as Subchapter S corporations. In addition check on the LLC. Many states have approved use of the Limited Liability Corporation (LLC) which combines the benefits of type S and C corporations. In a LLC, income passes through and is taxed individually to shareholders, but only the corporation is liable for corporate debts and obligations.


As you can see, there is much to discuss when you decide to incorporate.  A little time, effort, and organization will pay off handsomely.  Good luck!

Networkers on the Information Highway

Networkers are hopping on the information highway.  


The revolution in computers during the past two decades has profoundly changed and enhanced the way networkers run their businesses.  Prior to the 1980s, almost every major network marketing company sold its products only to a limited number of direct distributors.  These key players in turn sold products to their downline distributors, and were responsible for managing them, paying their commissions, and so on.  But changes in computer technology have made it possible today for network marketing companies to generate and manage massive amounts of data about sales organizations, and to make that information available to its distributors.  In fact, almost every network marketing company that has emerged since the 1980s sells directly to all distributors and provides them with detailed management reports to enable them to better manage their businesses.

A People Business .... A Numbers Business

One of the keys to success in this industry is being able to track the people in your downline organization, and the numbers that indicate their productivity.  Computer-generated management reports enable you to track both.  


This is no small task.  Keep in mind that 90 percent of network marketers do this part-time, and that it’s not unusual for a substantial company to have tens or even hundreds of thousands of part-time distributors in their sales organizations.  People come and go as they get new jobs, get pay raises, get married, move, or experience other changes in their life situations.  In fact, according to Dan Jensen, founder and former chairman, of Jenkon International, one of the largest provider of computer data processing systems to the network marketing industry, the average network marketing company loses 50 to 90 percent of its new recruits in the first year.


All of these factors contribute to a rapidly changing, dynamic business profile that is characterized by large numbers of distributors.  And when big numbers are involved, the tracking and analysis that is necessary for effective management can be a big problem.  When your downline sales organization grows to number dozens, hundreds, even thousands of distributors, how are you ever going to keep track of the individual distributors, to analyze their activities and sales, to help them keep their own organizations as active and productive as possible?  


This is where advances in computer technology come in.  Today’s leading-edge companies provide their distributors with detailed sales activity information about their downline organizations.  But how do you, the independent distributor, take full advantage of this computer-generated information?  How can you turn it into a powerful management tool?  Remember: numbers by themselves mean nothing.  It’s what you learn from or do with numbers that makes them worthwhile.


Before we talk about what you can do with the information contained in management reports, let’s identify what these reports generally provide....

What’s Available to You?

Every month, companies mail their active distributors computer management reports about their downline sales organizations.  These are typically referred to as downline reports or genealogy reports.  (Auxiliary reports and other information are often available upon request.)  A downline report is basically a lengthy computer printout showing important activity and indicators in a particular downline sales organization. The typical downline report about your sales organization would include the following information for you and the individuals in your downline sales organization: 


(1)
rank or position reached in the organization


(2)
levels below you or break-away positions in the organization


(3)
monthly personal sales volume


(4)
monthly group sales volume


(5)
date of entry in program


(6)
whether activity requirements were met in current or past month


(7)
recruiting or new sponsoring activity

Making the Numbers a Management Tool

Reading the numbers contained in a downline report is not unlike the fortune teller who reads tea leaves.  Your interpretation tells you something about your past and your future.  Your downline reports turn you into an informed CEO of your own sales organization.  You can use these reports as a management tool to promote your own and your downline’s recruiting and sales; contact, supervise, manage and assist your downline; identify strengths and weaknesses in sales and recruiting activity; and spot trends.


Dan Jensen, whose company has serviced hundreds of network marketing companies that provide downline reports to millions of distributors, says that you should have the following broad goals when working with downline numbers:

1.
Promote retail sales outside the network.  He notes that an organization where product sales are only for distributor consumption is less likely to experience major growth.

2.
Stimulate recruiting.  Use the numbers to increase sponsoring and retention of experienced distributors.

3.
Create consistency.  Jensen suggests searching the numbers for hot and cold spots, and for problems one month to the next in individual distributors and downline legs. (A “leg” is an organizational line of sequentially sponsored distributors starting from one initial sponsoring distributor.)

4.
Encourage advancement to higher achievement levels.  In most network marketing programs, distributors who are successful advance steadily to higher ranks or positions based on larger group personal sales volumes.  Use the numbers to see if these promotions are occurring and, if not, why.

5.
Encourage activity.  Which individuals and which legs continue to be active month after month, and which don’t?  The report can give you your answers, so you can work to improve the situation.

Tracking Success Indicators

Yes, there are certain vital statistics that you should absolutely track. Jensen refers to these key statistics as success indicators.  If tracked, charted, and graphed from month to month, they will provide you with a road map for action.  Here are the key success indicators Jensen suggests that networkers track from month to month:

1.
The number of distributors in your organization the past month. 

2.
The number of distributors in your organization the current month.  (Although raw numbers are helpful, the actual key indicators are how many are active and how much is their sales volume.)

3.
The percentage of organization growth from last month.

4.
The number of new recruits.  (This number is absolutely critical to success.)

5.
The number of legs with and without new recruits.  This indicator identifies where things are working in your organization, and who needs help or training,

6.
The downline people who are and are not sponsoring.  Consistently active sponsors are good trainers and should be leaned on.  Those who are inactive in terms of sponsoring should be pushed to meetings and trainings, buddy system arrangements, teaming, telephone trees or promotional contests.

7.
The percent of downline distributors who are sponsoring.  Hopefully, this percentage will stay consistent.  A drop from 50 percent to 20 percent, for instance, would be a definite sign that something is wrong.

8.
The total number of distributors who are and are not active month to month.  This indicator is extremely important - your barometer, says Jensen.  If it goes up, the weather is good.  If it goes down, things are going to get stormy.  Here are three tips for working with this indicator: (1) Focus major support for your actives.  (2) Before the fire gets cold, focus support to those showing first signs of inactivity.  (3) Once firmly inactive, don’t waste your time.

9.
The percentage of distributors remaining active.  If from month to month, this percentage is going down, then the signal to you is “get to work.”

10.
Active recruits.  A new recruit who merely signs an application, but doesn’t order, does you no good.  You should strike while the iron is hot, otherwise you will lose the opportunity.  You will never have the attention of a new recruit more than when he or she has just signed on.  You should also track which sponsors are bringing in distributors who are merely “application filers,” and bring this to the attention of those sponsors in your downline.

11.
The percentage of active new recruits to total actives.  Is all your new business coming from new recruits?  If so, then you are losing your experienced distributors.  Generally, the numbers should be low and drop month to month, which indicates that your experienced people are performing.

12.
The number of active distributors last month, but not this month, and vice-versa.  In other words, what is the attrition, which leg is it in, and who needs attention and training?

13.
The ratio of new, active recruits to new inactives.  This is a key number.  If you gain one and lose one, you are staying in place and your ratio is 1.0.  If you gain two recruits and lose three to inactivity, this is a big warning, and your ratio is .66.  Obviously, if you gain three and lose two, and your ratio is 1.5, you are headed in the right direction.  Anything greater than 1.0 is the right direction.

Charting the Numbers

Do you want to see the big picture?  Do you want to see the trends?  Do you want to see your game plan unfold before your very eyes?  Then chart the success indicators on a month-to-month basis.  Either do it by hand in a graph connecting the dots, use a bar graph, or use a spreadsheet program on the computer.  As you look at the numbers over the course of twelve months, the trends will become apparent.  Jensen adds that you may wish to note important chronological events month to month that may be influencing the success indicators.  These might include changes in product, changes in company marketing materials, conferences, trainings, meetings, seasons, and special events.

Your Call to Action

The computer revolution puts network marketers on the information highway.  Use the fast, accurate information that is available, track success indicators, and make them your call to action.  Success in this business does not have to be an accident.  Hard work and good information pay off.  Your future is in the numbers! 

Networkers and Credit Card Fraud - Be Careful!

The handling of money is a major part of any business, and network marketing is no exception.  


In recent years, the increasing use of computers and electronic mail for ordering has placed greater reliance on credit cards.  This is not surprising.  After all, we live in an age where paper money is being replaced by credit cards to a great extent.  In the world of network marketing, distributors purchase product by credit card, pay their suppliers by credit card, and conduct their business affairs with one or more credit cards.  In many situations, the credit cards are not physically given to the persons or companies that are being paid, but instead the card’s numbers are read over the telephone or punched in for the benefit of the computer.

A National - and Personal - Problem

Credit card fraud has become a major national problem not to mention the loss, inconvenience, and havoc it wreaks in the lives of victims.  The traditional theft of the credit card itself is only part of the problem.  Now, thieves use card numbers without the owners’ permission in some of the following ways:

· A “solicitor” calls on the telephone indicating that you need only provide your card number and its expiration date to qualify for special vacation benefits or prizes.

· Credit card thieves pour through trash to find discarded receipts or carbons to use credit card numbers illegally.

· Dishonest retail clerks make extra imprints of your card for their personal use.

Fighting Back

You can and should take some specific precautions to avoid being the victim of credit card fraud.  Here are some important ones:

· Never give your card’s number over the phone unless you have initiated the transaction and it is with a company believed to be reputable.  

· Never put your card number on a postcard or on the outside of an envelope.  

· Never leave your credit card lying around.  

· Never lend your credit card to anyone whom you do not trust implicitly.

· Void or destroy all carbons and incorrect receipts.

· Sign your card as soon as it arrives.

· Keep a record of your credit card numbers, expiration dates, and the phone number and address of each bank that you would call to notify of a stolen card.

· Keep your card in view after you have given it to a retail clerk, and avoid signing a blank receipt whenever possible. 

· Draw a line through blank spaces above the total when you sign your credit card receipts.

· Save your credit card receipts to compare with billing statements, and when the statement comes, reconcile your card accounts on a monthly basis.

· If you are moving, be sure you notify the credit card company in advance with your change of address so that the next card statement is not sent to the wrong person.

When Lost or Stolen

If you believe that your credit card has been stolen, call the issuer immediately!  Typical bank issuers of credit cards have 24-hour, toll-free numbers.  Under federal law, if you report the loss or theft, the maximum liability is $50 per card.


If you believe that someone has illegally used your card or used your card without authorization, you have protection under the Federal Fair Credit Billing Act.  First, you should notify the card issuer by telephone immediately.  However, the act states that you must notify the card issuer in writing if you are to receive full protection.  You must send the card issuer a letter, including your name, account number, and the charges that you question to the “billing error address” provided on your statement, and this letter must be received by the card issuer within 60 days after the first bill containing the error was mailed.  Your best bet would be to send the letter by certified mail as evidence of transmission.


The issuer of the card must acknowledge receipt of the letter or correct the error on your billing statement within 30 days.  Otherwise, the card issuer must investigate and either correct the mistake or justify the charges within two billing cycles or 90 days, whichever is less.  The issuer may ask you to sign a statement under oath that you did not make the purchase in question.


In the future, it will be a rare network marketing distributor who operates his or her business without the use of a credit card.  Since the “misappropriated” use of credit card numbers is an increasing national phenomenon, be careful.  Protect yourself!


SECTION 6:  Network Marketing and the Law


The United States is the greatest law factory the world has ever known – Chief Justice Charles Evans Hughes


The Legal Environment.

The legal history of network marketing (also called MLM) is one of good and bad cycles, but generally with an upward trend.  Although not without its challenges today, as a general matter, legitimate network marketing companies are well received throughout the U.S.  With increasing frequency, federal and state governments offer assistance and guidance to the network marketing industry.  The IRS releases special publications, videos and has adopted specific regulations recognizing a very legitimate profession.  As in the franchising industry, several states have also adopted specific legislation for multilevel distribution companies which set forth objective standards for those companies to follow.  Differentiating a legitimate network marketing opportunity from a pyramid scheme should not be a difficult task for the entrepreneur when some basic and objective indicators are observed.


Any industry that offers such dramatic rewards and carries with it a lower dollar cost of entry obviously will tend to attract some of the best and some of the worst entrepreneurs. The industry has not always thrived. Over years, it has come perilously close to extinction as a result of prosecution by regulators who claimed the industry promoted pyramid schemes under the guise of legitimate marketing. And, in many cases, the prosecutors were correctly chasing and eradicating such scam and scheme pyramids.


Other programs which were in fact legitimate have survived, however. In a classic legal decision in 1979, the Amway Corporation prevailed in such a prosecution and in fact effectively received a stamp of approval of its marketing program by the Federal Trade Commission (FTC). This particular decision opened the door to many other legitimate multilevel marketing companies and remains a legal standard for courts and regulatory agencies.

The Pyramid Cases.

The network marketing industry was probably proceeding on a safe legal course until the pyramid promoters of the 1970s, particularly the Dare To Be Great program marketed by Glen W. Turner. Virtually every state had residents who were impacted by this and other programs which, officials argued, were mere headhunting schemes. This means that the sale of product was really unimportant to the marketing program. In these pyramids, the only commodity that was moved in the marketplace was money.


The FTC established the early guidelines regulating illegal pyramids and other “unlawful” entrepreneurial chains: In Koscot Interplanetary, Inc., (1975), the FTC was highly critical of large investments for membership fees, the requirement of front-end inventory loading, programs in which distributors were mislead as to the amount of commission they might reasonably earn, and the programs in which the only real product consumers were the distributors themselves.


The Securities and Exchange Commission (SEC) also stepped into the picture, showing that securities statutes may also apply to this industry. In SEC v. Glen W. Turner, Inc., (1973), the programs of Turner’s Dare To Be Great were found to be “investment contracts” under the securities laws and thus regulated by the SEC. In that case, the U.S. Ninth Circuit Court of Appeals stated that the securities acts “were designed to protect the American public from speculative or fraudulent schemes of promoters.”


These pyramid cases left a sour taste in the mouth of the American public. It would seem that the decisions during the early 1970s represented a low point in the legal history of the MLM industry. As a result of the activities of a few, the industry was penalized by an overreaction of regulatory authorities. Virtually every state adopted pyramid statutes and the industry also found itself affected by the application of combinations of business opportunity statutes, franchise and security statutes, state lottery and referral statutes as well as enforcement activity by the U.S. Post Office through its lottery and fraud statutes. In addition, several states went on to adopt multilevel distribution statutes which were designed to regulate this industry.

The Amway Safeguards Rule.

MLM’s legal triumphs have a far-reaching, positive impact, however. The Federal Trade Commission prosecution of Amway in the late 1970s could possibly have dealt a death blow to the entire multilevel marketing industry. Under the FTCs theory of the case, Amway and other multilevel marketing companies were to be lumped together with the pyramid scams and schemes of earlier years.


If there is any one standard that courts and regulatory agencies look at to examine legitimacy of an MLM program, it is the “Amway Safeguards Rule.” The Amway safeguards rule achieved its notoriety in the landmark Federal Trade Commission administrative case involving Amway. In about 1975, Amway was pursued by the United  States Federal Trade Commission as violating Federal Trade Commission consumer laws. After several years of litigation, in 1979, Amway prevailed and its method of marketing was held to be a legitimate business opportunity as opposed to an illegitimate pyramid scheme.


In its decision upholding the Amway program, three salutary features were pointed out with respect to the Amway program:


(1)
The ten retail customer policy requiring ongoing sales to retail customers,


(2)
Its 70 percent rule requiring distributors to have sold 70 percent of previously purchased product before reordering, and


(3)
Its buyback policy for the inventory of terminating distributors.


Over the years, these Amway policies and the FTC Amway case have been cited time and time again as the Amway “safeguards.” Companies which have wished to place themselves under the “umbrella of legal protection” of the Amway decision have generally sought to emulate the “Amway safeguards” of which the 70 percent rule has been universally adopted in the direct selling industry.

Legal or Pyramid?

Because of the abuses of the “rotten apples” of the industry, multilevel marketing has become a closely scrutinized and regulated industry. Regulations regarding multilevel marketing companies in the United States are a constantly changing patchwork of overlapping laws, which lack uniformity and vary from state to state.


The basic thrust of these statutes is that marketing plans are prohibited which require an investment or purchase by sales representatives for the right to recruit others for economic gain. Under these statutes, multilevel marketing companies must be bona fide retail organizations which market bona fide products to the ultimate consumer. Inventory loading and “headhunting,” or remuneration for the mere act of recruiting others, are prohibited. Sales kits should be sold at actual company cost to sales representatives.


In the leading legal decisions, a variety of abuses have been targeted as potential elements of illegal marketing plans:


1.
Products which have “no real world” marketplace, i.e. the marketing program is a façade for a scam.


2.
Products which are sold at inflated prices.


3.
Plan which result in inventory loading or “buy-in” qualification by distributors.


4.
Substantial cash investment requirements.


5.
Mandatory purchases of peripheral or accessory products or services.


6.
Plans in which distributors are left with substantial unsold inventory upon cancellation of participation.


7.
Plans in which fees are paid to distributors for headhunting and emphasis is on recruitment rather than sale of product.


8.
Earnings misrepresentations or inflated earnings representations.

Look for Legitimacy.

In determining whether or not a program is a legitimate multilevel marketing opportunity, the would-be participant or the entrepreneur, who is considering a multilevel marketing program, should consider several important points:


1.
Products or Service. The company should offer a high quality product or service in which consumer satisfaction is guaranteed. It must have a “real” demand in the marketplace. If the product is consumed by distributors themselves, it must be one that distributors would want to buy on its own merits, irrespective of participation in the marketing plan.


2.
Price. The price of the product or service must be fair and competitive in the marketplace. Distributors should be able to purchase the company product at wholesale or at a substantial discount from prices found in retail stores.


3.
Investment Requirement. There should be no investment requirement at all, except a sales kit or demonstration material sold at company cost.


4.
Purchase and Inventory Requirement. A legitimate marketing program should have no minimum purchase requirement, nor any inventory requirement, for one to become a distributor or sales representative. Once in the business, however, ongoing activity or qualification requirements are typical of leading network marketing companies.


5.
Use of Product. Products should be used by consumers and not end up in a garage or basement.


6.
Sales Commissions. Sales commissions should not be paid for the mere act of sponsoring other distributors.


7.
Buy-back Policy. A legitimate multilevel marketing company will agree for some reasonable period of time to buy back inventory and sales kit materials in resalable condition from distributors who cancel participation in the program.


8.
Retail Sales. The focus of the marketing program should be to promote retail sales to nonparticipants. Many states and programs recognize that purchases for personal or family use in reasonable amounts by distributors are also retail sales. “Personal use” as a retail sale is still, to this day, not universally accepted by courts and regulatory agencies  and validation of “personal use” is one of the important priorities of the industry and its trade associations.


9.
Distributor Activity. Many of the new statutes regarding multilevel distribution companies require that distributors perform a bona fide, supervisory, distributive selling or soliciting function in moving the product to the consumer, i.e. that they have meaningful contact and communication with their downline sales organization.


10.
Earnings Representations. The basic rule is that a legitimate marketing program should not make any earnings representations unless those representations are based on a track record. Testimonials by individuals of their own experiences are not uncommon, however.


11.
Training. A good network marketing program should offer solid training in sales and recruitment to its distributors.

Enter the Postal Service.

Mail-driven campaigns have been an excellent source of recruitment and sales for both MLM distributors and companies. Traditionally, the U.S. Postal Service has remained aloof from MLM marketing as most recruitment and sales have been through one-on-one personal contacts. It was inevitable, however, that such mail-driven campaigns would produce monitoring by local postal inspectors or investigations triggered by inquiries to local postal offices. For years, postal inspectors chased illegal lottery schemes, chain letter schemes, blatant boiler room fraud operations and other scams. Often, however, many mail-driven scams have posed as legitimate multilevel marketing companies. As might be expected, the line has become blurred for many local postal inspectors, as well as the general counsel’s office of the U.S. Postal Service in Washington, D.C., between legitimate multilevel marketing opportunities and illegal schemes. Unfortunately, enforcement activity has become blurred and confusing, as well as administrative decisions in this area.


The U.S. Postal Service enforces two types of postal statutes. First, mail fraud statutes prohibit soliciting and receiving of monies through the mail under false pretenses. Naturally any multilevel program in which fraudulent earnings representations or product representations are made will trigger enforcement action. Common sense and legal awareness should dictate to MLM companies and MLM distributors guidelines for avoiding enforcement under mail fraud statutes. Experience indicates that nine times out of ten the culprit in this category is a representation, such as “Earn $10,000 a month after your first week with minimal effort.” As is the case with most attorneys general, the U.S. Postal Service expects some attempt at substantiation of earnings claims. U.S. Postal lottery statutes are a much more difficult animal. The statutes are quite ambiguous and, if improperly enforced, may attempt to ensnare even the best of MLM programs. Postal lottery laws provide that it is illegal to charge a consideration for the “chance” to win a prize using the U.S. Mail. Applied to MLM companies, this approach usually focuses on the question of whether or not the receipt of override commissions from a downline sales organization is based on chance or whether companies require that a sponsoring distributor exerts meaningful control and management over his sponsored sales organization.
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For the SEC (the federal Securities and Exchange Commission), as well as all courts and state regulatory agencies, a pyramid scheme is a security. Where it appears that a pyramid scheme has operated as and masqueraded as a network marketing opportunity, the SEC and other agencies have taken further action.


In 1971, the SEC announced that, in its opinion, a multilevel marketing program could be transformed into a security. The 1971 SEC notice is not an indictment of the network marketing industry. Instead, it suggested that an MLM company acted more like a pyramid scheme in which the activity of a distributor was “passive” rather than “active” could trigger accusations of a passive investment scheme, i.e. a security. In a pyramid scheme, rather than buying products to sell to consumers, distributors are instead buying into position in a scheme. This is nothing new. In fact, the SEC all state regulatory agencies have always taken the position that a pyramid scheme is by definition a security. The point is, however, that many criteria have developed over the years to differentiate a pyramid scheme from a network marketing business opportunity.


For instance, a substantial prosecution of an MLM company by the SEC in 1992 illustrates the fact that the SEC will in fact pursue a pyramid scheme which is masquerading as a network marketing company. In that case, the SEC convinced a federal court to shut down and freeze the assets of a company call ILN (International Loan Network).


The ILN program held itself out to the world as a consumer benefit service which also offered members and distributors opportunities for real estate investment. In reality, argued the SEC, the program was probably driven by “the deal” and was a headhunting scheme. Potential recruits were invited to emotionally charged revival type meetings where they were encouraged to invest money in memberships and real estate, and make a fortune by getting others to do the same. Large amounts of money were invested with expectation of large returns. The federal courts accepted the SEC position that the ILN marketing program constituted an illegal pyramid scheme and the sale of securities.


Explaining securities law in layman’s terms is not such an easy task. In layman’s terms, a security is best thought of as a “passive investment”, i.e. an investment of money with expectation of a return that is substantially caused by someone else than the investor. For instance, when you invest money in your own small business, that it not a passive investment because the profit comes solely from your own work. Similarly, purchase of a franchise is an active investment. But the purchase of a share of stock in IBM is a passive investment. And so also is an investment in a MLM program which involves inventory loading and headhunting where distributors expect to make their money by merely introducing new distributor investors who also invest heavily, and where little money is made by selling product or service to the actual retail customer. The courts have continually held that a pyramid scheme constitutes the illegal sale of securities. In a pyramid scheme, participants are in reality investing in the marketing plan and counting on the marketing plan to bring them a return on their investment if they can find other investors.


In the ILN case, the court compared the ILN program to some of the abuses in famous programs, such as Dare to be Great, Koscot and “Challenge to America,” all of which were accused of being pyramid schemes and thus securities.


THE ILN program had elements of today’s modern MLM program, but it had much more in common with pyramid schemes of old. It’s useful to contrast the ILN program from the elements of a legitimate program. According to the SEC and the court:



1.
The driving force in the ILN program was to solicit recruits to invest large sums of money, and encourage them to procure others to do the same. The driving force is not a product, but instead “the deal” or business opportunity. The driving force in a legitimate MLM  program is, in fact, its product.


The underlying philosophy of the ILN program was stated time and time again at the President’s night recruitment meetings: “The movement of money creates wealth. What we believe is that if you organize people and get money moving, it can actually create wealth.” No such hype or “get rich quick” philosophy is involved in a legitimate program where income is earned from retailing an established product.



2.
Earlier pyramid cases were characterized by the payment of headhunting fees for recruitment of new distributors. The ILN program was found to be such a program. The court found as a factual matter that “the intent is for a person to become a member first and then recruit new members.: The court noted the oft quoted game like pitch of the ILN president, “You come in, then you bring your wife and your kids.” Of what conceivable value could more than one consumer membership have to one household? Distributors in legitimate MLM programs are not paid for headhunting new recruits and are generally mandated to meet retailing requirements to qualify for bonuses.



3.
The court observed that the ILN membership had no real independent meaning outside the context of its marketing program. In essence, the only likely reason individuals invested in ILN was because of the business opportunity. ILN had no previous track record of marketing its memberships or real estate investments without the pyramid opportunity. The entire thrust of meetings and literature was to encourage people to invest and “to move money” to make money.



4.
Pyramid programs of the past are replete with earnings hype, check waving, and the “money humming” of the Dare to be Great type programs. The ILN program, contended the SEC, followed in that tradition. The courts characterized its meetings as “evangelistic revival” type meetings, “part motivation and part financial evangelism.” This characteristic is absent in a legitimate program.



5.
There was no evidence of actual retailing to the end consumer nonparticipant in the ILN program. Retailing is mandated to qualify for bonuses in legitimate MLM programs.




6.
The big money to be made in ILN was in large real estate investments. The ILN real estate investment program is an adaptation of an earlier such program, that even ILN officials admitted involved the sale of securities. The courts found the likelihood that the ILN membership marketing program and real estate investment marketing program were a “single interlocking program,” and that the real estate program was “inextricably intertwined” with the membership marketing program. Inducements to participants to invest large sums of money have been a characteristic of earlier pyramid cases. Again this factor is conspicuously absent in legitimate programs. After purchase of an “at cost” sales kit, distributors are asked only to spend time, not money, to retail product or services to retail customers.



7.
ILN distributors were encouraged to bring results to pep rallies where ILN officials “close the deal.” This element of “common enterprise” and “efforts of others” is typical of earlier pyramid schemes. This approach is also absent in legitimate programs, again where retailing activity and supervisorial and managerial activity are prerequisites to earn income.


So, what is the answer to the many inquiries about the SEC and the MLM industry? The answer is that from a SEC standpoint, the network marketing industry has a future. Pyramids do not. MLM  companies that tolerate front-end loading, garage qualifying, buy-in qualification, or who offer programs that are driven by “the deal” rather that the product or service, are all fair game for the SEC.

Refunds for MLM Distributors.


If the trends continue, the vast majority of network marketing companies will be offering the standard benefit of a one year 90 percent refund policy to distributors who have decided that the opportunity was just not for them. How does it work? Let’s say you decide to join a network marketing company that sells cosmetics or vitamins or consumer products and you buy inventory to sell to your customers. Under the emerging policies of many companies, you will have up to a year to second guess your decision, cancel your participation in the opportunity, return your product, less a 10 percent handling charge, and get your money back.


A number of states with such multilevel marketing legislation, such as Maryland, Massachusetts, Wyoming, Louisiana, and Georgia, mandate varying degrees of buy-backs by network marketing companies. Even Puerto Rico has such a statute. In the typical buy-back legislation, companies are required to buy back inventory and sales aides at 90% of net cost to terminating distributors. Buy-back periods range from 90 days to forever.


Over the years, many companies have adhered to the guidelines in these statutes, some have complied only where required, and others have ignored the legislation. Some companies charge back upline distributors for commissions paid on returned merchandise, while others have deducted upline commissions from refunds, which dramatically reduces the actual buy-back refund. With such inconsistency and growing incidents of “inventory loading abuse,” many leaders in the network marketing industry thought it was time to make a commitment to self regulation and industry standards on buy-backs. Such a move, it was thought, would send a message to regulators that the industry can address its own problems without new onerous regulation.


Thus, after sincere soul-searching and with some anxiety, member companies of the Direct Selling Association adopted a recent ethics rule mandating buy-back policies for terminating distributors. Although many of the hundreds of network marketing companies in the U.S. do not belong to the DSA, the DSA a Washington D.C.-based trade association, does claim more than 100 members, including many of the largest companies in the industry. Adoption of the buy-back standards by DSA member companies impact billions of dollars of annual sales and millions of participating distributors. Because of the member of major companies adopting the policies, the rules will effectively be seen as a benchmark and industry standard for network marketing.


The DSA standards parallel to a large extent buy-back policies in many of the states with such legislation. Under the rules, companies must agree to buy back from terminating distributors inventory and sales aides in resalable condition for a period of 12 months from purchase at 90% of the net cost to the distributor. Upline commissions may not be deducted from the refund. Promotional items or products with seasonal or short lives are not subject to buy-back if companies disclose this fact to distributors in advance. In addition, and importantly, the buy-backs don’t apply to two specific situations where distributor manipulation is taking place: (1) where distributors are disposing of inventory merely to switch to another company or move whole groups of distributors to another competitor (the intent of the rule is to protect the individual who wishes to leave the business, and believes he or she was mistaken in buying more inventory than could be sold); and (2) where a distributor, in order to qualify for a bonus or other benefit, has falsely certified that the previously purchased inventory has been resold.


There is probably plenty of debate in the industry about the appropriate length of time of the buy-back. Some industry leaders believe 60 or 90 days is plenty of time to decide to remain in or exit the business. Nevertheless, in light of some regulatory positions that the buy-back period should be unlimited, the time period for the rule was chosen at 12 months in order to make a strong statement about the commitment of industry companies to look after the welfare of its distributors.


The buy-back rules have drawn applause and praise from state regulators. Many believe that the creation of an industry standard would go a long way toward answering criticism in their state about “hit and run” and “rape and pillage” images of network marketing companies. It was thought that adoption of such buy-back standards by industry companies would reduce the need for intervention and enforcement by state agencies.

Avoid “Earnings Hype.”

Probably the first question that is asked by an individual who is being recruited for a network marketing business opportunity is: How much can I make? The truthfulness of the answer is indicative of the quality of the opportunity.


First keep in mind that network marketing is only a second job for most people, so huge earnings for the average participant should not be expected. Only 10% of distributors are full time, and 90% are part time. This is not to say that big potentials are not possible in this business. The stories of distributors earning $20,000, $30,000, and $40,000 a month in network marketing are not uncommon, and they are true. There is no cap on possible income, because those incomes are the result of hard work, talent and good fortune. But they are not the everyday case. A more realistic goal is $300 to $500 a month. Network marketing is no different than other endeavors. After all, how many youngsters who roam the basketball courts of America end up in the starting lineup of an NBA team.


What should be told about earnings possibilities? What can legally be told? Where can prospective distributors get useful information? Since marketing companies are not required to file earnings information with any governmental agencies, and since most state and federal laws severely restrict earnings projections in company materials, the best source is one on one discussions with other distributors. They should be asked how long they have been in the business, what they earn, and what they had to do to accomplish their earnings.


Prospective distributors shouldn’t be mad at companies if they say very little on earnings. They will be in trouble under a myriad of laws if they do. The rules are clearly more restrictive for what companies can and cannot say in this area. For instance, many states have adopted MLM legislation to specifically prohibit companies from making any earnings projections based on hypothetical possibilities. Companies are also prohibited in such states from presenting past earnings of distributors. The presentation on how the compensation plan works, however, is perfectly acceptable everywhere. A frequent practice of allowing potential distributors to fill in the blanks as to their own projections does not appear to be as objectionable as well.


Major MLM states have developed their own approaches on this subject. For instance, the State of California has pursued a number of companies with respect to earnings representations. The State of California particularly objects to any inflated earnings representations and finds the so-called “check waiving” deceptive and misleading. Representing to potential distributors that it will be easy to find other distributors for the MLM program is not approved. Of particular interest in states such as California are earnings testimonials of distributors which present the flagging of checks showing gross earnings, when in fact the net earnings of the distributor should reasonably take into account many other costs or costs of purchase of inventory, rebates or commissions paid by the distributor to others, etc. If the distributor’s gross earnings check shows $20,000, but the “real” net earnings is $10,000, the state has a problem with the $20,000 claim.


In other major MLM states, such as Texas, “pie in the sky” earnings claims have also been referred to by the attorney general’s office as “airborne pastry.” As with many states, you will find little guidance in the statute books. Understanding the lay of the land must come from experience. As with California and some other leading states, Texas prohibits earnings projections by companies, but allows more leeway when it comes to distributor testimonials. When giving an earnings testimonial is such states, a distributor should give relevant information that places his or her earnings testimonial in a proper perspective - for instance, the distributor should indicate how long he or she has been in the program, what specific geographic area they have had success in building their organization and earnings, and a “fair” representation of what their actual earnings history has been.


Perhaps the state which has been most active in this area is the state of Wisconsin, which actually took Amway to task on this particular point. It is the position of the Wisconsin Attorney General that the use of income representations, which do not accurately portray the income experience of persons who have participated in the given business opportunity program, or do not indicate the percentage of persons who actually achieve that level, are violations of Wisconsin’s trade practices law. The Wisconsin Attorney General demands that income representations, which reflect the actual earnings of participants must also be accompanied by affirmative disclosures which place such representation in context. For instance, the Attorney General indicates there should be a disclosure of the time frame on which the representation is based and an indication of the percentage of persons who actually achieve that level of income. The Wisconsin Attorney General obtained a consent judgment against Amway Corporation requiring payment of a fine as well a permanent injunction which required the firm to disclose actual sales, income or profit experiences of active distributors in conjunction with use of hypothetical income examples. For example, where hypothetical example used a potential of gross income, the judgment required Amway to disclose that only five out of every 1,000 distributors actually achieved the performances illustrated. Amway was further required to disclose the percentage of its active distributors versus distributors which have become inactive.


Finally, the FTC has vigorously enforced restrictions on earnings claims. From the FTC’s standpoint, it is a “deceptive trade practice” to make any earnings representation unless a simultaneous disclosure is offered which outlines the percentages of distributors who achieve various levels of earnings as well as the averages earnings of distributors.

Personal Use - The Once and Future Issue.

There has always been tension between the direct selling industry and the regulatory community as to the role of  “personal use” of products and services by distributors of network marketing companies. The broad and ambiguous language in pyramid legislation has contributed to the problem. Pyramid statutes have always prohibited the payment of commissions in a multilevel program unless based upon the “sale goods or services.” “To whom” must those goods or services be sold in order to avoid being a pyramid? This is a difficult question.


Almost all major direct selling companies have defined a “retail sale’ to include sales to nondistributors, as well as sales to distributors for actual use or consumption. Many regulatory officials, however, have maintained that the “mark of legitimacy” is to be found in the program where the primary sales revenue comes from sales to nondistributors.


As a theoretical goal, the regulatory position is admirable. The fact is that personal use in the direct selling community has been a major factor in sales revenue for many companies from their inception.


For many years after the 1979 Amway decision, a “live and let live attitude” prevailed between the industry and regulatory community. Although periodic legal skirmishes occurred, the industry and regulatory community appeared to be content to “agree to disagree,” and instead the focus on legal investigation was upon inventory loading, cash pyramids, phony products and earnings hype.


The comments of a federal appeals court in 1996 class action case involving a company called Omnitrition invigorated the debate. In that decision, which involved an interim ruling in the case, the federal appeals court questioned whether or not a network marketing company could be viewed as legitimate if its sales were not derived from nonparticipant customers. The language in the decision was much criticized by the industry and the Direct Selling Association, in fact, filed an amicus brief requesting the court to reconsider its reasoning. The DSA amicus brief cited the importance of personal use in direct selling marketing programs. However, the decision stood.


In the aftermath of the decision, both state and federal regulatory agencies were emboldened to sue or obtain consent decrees against network marketing companies which contain very restrictive requirements regarding recognition of personal use by distributors. State agencies were all over the board on their position. Some demanded 50 percent sales to nondistributors. Some demanded 70 percent sales to nondistributors. Some demanded 80 percent to nondistributors. Even the Federal Trade Commission awakened after 20 years of dormancy and demanded that more than 50 percent of sales be to nondistributors in various consent decrees.


The aggressiveness of government activity was alarming to the industry. The industry quickly marshaled forces and, in short order, at least four state adopted legislation specifically recognizing personal use as a legitimate end destination for products. Other states were likewise targeted for such legislation and the industry was of the belief that a trend would be started that ultimately would be recognized by all state and federal regulatory agencies. So strongly did the industry feel about it, that its leading trade association, the Direct Selling Association, undertook consideration of a formal amendment to its ethics code which would recognize that, for purposes of a pyramid analysis, a retail sale would include sales to nonparticipants, as well as sales to participants for actual use or consumption.


Notwithstanding the ongoing debate on “personal use” the industry seems to thrive in almost all states. There is no question, however, that the “personal use:” issues is a thorny issue and one issue upon which the industry and regulatory community must carry on an earnest ongoing dialog to reach a consensus that protects consumers, distributors and network marketing companies.

Chasing the Competition: Can Comparative Advertising Get You in Trouble?

We see it every day.  On the TV screen and the billboards, MCI and Sprint are challenging America to save money by switching from AT&T.  Coke and Pepsi challenge each other in taste tests, and car manufacturers challenge the effectiveness of competitors’ products.  


The question is, can network marketing companies and distributors use “in-your-face” comparative advertising to chase the competition?  Can they use a competitor’s trademark to compare the relative qualities of competitive goods or services without running afoul of trademark laws or unfair competition laws? 


The short answer is yes, if fair play is involved.  But a true understanding of this important issue requires a longer explanation. 

New Game.  Old Rules.

The use of a competitor’s name or product in advertising is a relatively new concept.  Prior to the late 1960s, advertisers were reluctant to name their competitors or their competitors’ products.  Comparison ads were carried out by comparing their own products with “Brand X.”  


This reluctance on the part of advertisers was perhaps due to the fear of legal sanctions.  But more likely, advertisers thought comparative advertising was a bad business practice.  It would result, they assumed, in free publicity for the competitor, and could trigger sympathy for the company attacked.  


The fear of legal sanctions, for the most part, was unfounded.  The legal rules allowing such advertising have been on the books for many years.  In 1910, the great justice Oliver Wendell Holmes wrote an opinion upholding the right of a seller of mineral water to use a competitor’s trademark to tell the public he was selling identical mineral water.  In the opinion, Holmes wrote:



They have the right to tell the public what they are doing, ... if they do not convey but, on the contrary, exclude, the notion that they are selling the plaintiff’s goods, it is a strong proposition that when the article has a well-known name, they have a right to explain by that name what they imitate.
They Tried Harder ... and Started a Craze

Avis Rent-A-Car changed advertisers’ views of comparative advertising due to the enormous success of its “We try harder!” campaign against Hertz Corp.  Since that campaign, there has been an explosion of comparative advertising in the United States, accompanied by a lot of litigation on the subject that has further defined the rules.


According to these rules, a seller or imitator may generally use a competitor’s trademark when advertising the seller’s product, as long as that trademark is used in a truthful way, such that its use is not likely to create confusion in the consumers’ minds as to the source of the product being sold.


Over the years, many different legal theories have been used by competitors in an attempt to stop the use of their names or products in comparative advertisements.  Actions have been brought for disparagement, trade libel, defamation, trademark infringement, unfair competition, and misappropriation of a name.  The successful cases have, for the most part, involved false advertising and unfair competition through the misrepresentation of their products, causing consumer confusion.   

A Case of Confusion

For the most part, comparative advertising cases alleging trademark infringement and state and federal unfair competition turn on the issue of consumer confusion.  


Under federal law, trademark infringement occurs when a person uses in commerce a reproduction or imitation of a registered mark, where “such use is likely to cause confusion, or to cause mistake, or to deceive....”  Federal unfair competition occurs where one person uses a false designation of origin which is likely to cause confusion as to “affiliation, connection, or association of such person with another person, or as to the origin, sponsorship or approval of his or her goods....”  Problems can also arise when the advertiser misrepresents the “nature, qualities or characteristics of his or another person’s goods in advertising.” 

Fashionable Battles

Many comparative advertising battles have been fought in the perfume and cosmetics markets.  One major case pitted Calvin Klein and his scent, Obsession, against a deliberate copy sold by a company in a highly similar bottle.  The so-called “knock-off” also advertised its product by using Klein’s Obsession trademark and a picture of an Obsession bottle on its in-store advertising.


An appellate court overturned an injunction issued by the lower court prohibiting the defendant from using the Obsession trademark or the similar bottle.  The court stated the rule that an imitator may use a competitor’s trademark when advertising its product so long as it is used in a truthful way and does not create confusion in the consumers’ mind as to the product’s source.  


On the other hand, Yves Saint Laurent was able to convince a court that a “copycat’s” use of his trademark in comparative advertising constituted trademark infringement.  In this case, a knock-off artist was selling perfume in packages that prominently displayed the legend “If you like Opium, you’ll love Omni.”  On a portion of the box (which was not visible to the consumer until the box was opened), the defendant placed a disclaimer stating that Opium was Saint Laurent’s registered trademark and was not associated with the defendant.


In one recent case, a court stated that these comparison advertising cases are best understood as involving a “non-trademark use of the mark - a use to which the infringement laws simply do not apply...”  In this case, the court reasoned that the mark was used to describe the thing, and without using the mark, it was impossible to refer to a particular product for purposes of comparison.  


For example, it would be impossible for auto makers to compare their products with the competition if they were forced to refer to the competition as “a large automobile manufacturer based in Michigan” as opposed to “Ford.”  As long as the competitor’s mark  is used to identify the competitor’s product and is not an attempt to pass off one’s own goods under the competitor’s mark, or to imply sponsorship or endorsement, there is no infringement.

The Truth ... and Nothing but the Truth ...

A seller, however, must make sure that the content of the comparative ads is entirely truthful.  Sellers may be held liable for unfair competition under federal and state laws if they misrepresent either their own or their competitors’ products.  


One major case involved U-Haul.  Jartran launched an advertising campaign which falsely represented its prices and the quality of its rental trucks and trailers either alone or in comparison with U-Haul, the plaintiff.  Jartran also disparaged U-Haul products.  The court issued an injunction, pointing out that the defendant made false statements of fact about its own products, and that the advertisements actually deceived or had the tendency to deceive consumers.  Therefore, claims of comparative superiority should be true and should be backed up by facts and even testing where appropriate. 


The bottom line is that every seller has a right to truthfully use a competitor’s mark in comparative advertising, as long as that right isn’t abused.  Even if the seller uses a competitor’s mark in comparative advertising in a way that does not cause a likelihood of confusion, there may be liability for false advertising or trade libel if the claims of comparison with the other goods are not 100 percent true and correct.

Guidelines to Live By

The television networks and major advertising agencies have developed guidelines for comparative advertising.  By following these guidelines, you should be able to legitimately utilize the power of comparative advertising....


1. Be sure that the intent and connotation of the advertisement is to inform and never to discredit or unfairly attack competitors or competing products.


2. If a competitive product is named, it should be one that is truly significant competition.


3. The competition should be fairly and properly identified, but not in a manner or tone of voice that degrades the competitor.


4. If the products and/or services are compared, the similar properties of the service or product should be compared dimension to dimension, feature to feature.


5. The identification of competition should be for honest comparison, and not to upgrade by association.


6. If there is testing to be done, it should be done by an objective testing source, preferably an independent testing source.


7. The competitor’s trademark should not be used in a more prominent fashion than your own, as this could lead to confusion as to source or sponsorship.

The Final Verdict: Go For It, But Stay Within the Guidelines

If you are a network marketer and you have a better product than your competitor, you have a right to make the consumer aware of this fact.  And yes, you can use the name of your competitor in making the comparison in the advertising.  But before making those comparisons, make sure that they are truthful.  And be certain that your claims of superiority are substantiated.


So go for it!  Comparative advertising can be powerful.  But stay within the rules!
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Four years after the passage of the historic Dietary Supplement Act of  1994, in April 1998, the FDA has proposed rules on permissible health claims for dietary supplements. Positive health support claims are “in” and disease claims are “out.” The FDA is struggling on this issue and has invited public comment. The proposed rules start a “working dialogue.” In a year or two the U.S. should have permanent rules.

PRIVATE 
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It is officially called the Dietary Supplement Health and Education Act of 1994 and it was signed into law in October, 1994. It has had profound impact on the network marketing industry, an industry which is historically dominated by the sale of nutritional and dietary supplements.


It was not necessarily an end to the war between the FDA and the health food supplement industry, but it was a major victory for marketers of vitamins and dietary supplements. At issue in the battle has always been whether or not the industry could market its vitamins, amino acids, nutritional supplements, etc. and what could be said about their products. From time to time, the industry has been labeled by the FDA as a bunch of snake oil salesman, and the industry has accused the FDA of inflexibility and intolerance of its products and health messages. As late as the 1980s, the FDA was accusing breakfast cereal manufacturers of peddling drugs because of  health messages regarding the relationship between fiber and cancer. Over the ensuing years, the FDA began to recognize the role and relationship between diet and disease, but the love-hate relationship between the FDA and health food industry continued to cycle every few years.


Prior to the 1994 legislation, relations between the FDA and the dietary supplement industry reached a new low. The industry was genuinely concerned that the FDA’s new proposals might mean an end to a variety of dietary supplements on the shelf, as well as a stifling of the communication of dietary supplement information to the public. Senator Orrin Hatch and Congressman Bill Richardson ushered through Congress the Dietary Supplement Health and Education Act of 1994 to protect the right of the industry to distribute its products and disseminate information. Although it doesn’t accomplish everything the industry wanted, the industry breathed a major sigh of relief at its passage. At its bare bones, the new legislation does the following:


1.
Allows third-party literature about dietary supplements to be disseminated,  


2.
Allows labels on dietary supplements to describe how supplements provide nutritional or dietary support for a person,


3.
Places the burden of proof that a dietary supplement is unsafe on the FDA,


4.
Provides that the dietary supplements are not “food additives,” and that the FDA may not arbitrarily remove supplements from the marketplace by labeling them as unapproved “food additives,” 


5.
The Act provided for a presidential commission of unbiased experts in dietary supplements during the next two years to provide recommendations and establish procedures for evaluating health claim label statements. After that the FDA was to issue proposed rules and invite public comment.

The President Speaks

There can be no mistake that this legislation is intended to limit what the industry has felt has been intrusive regulation by the FDA.  In signing the legislation into law, President Clinton issued a statement which summarized the frustrating relationship:



“After several years of intense efforts, manufacturers, experts in nutrition, and legislators, acting in a conscientious alliance with consumers at the grassroots level, have moved successfully to bring common sense to the treatment of dietary supplements under regulation and law.



“More often than not, the Government has been their ally.  And the private market has responded to this development with the manufacture of an increasing variety of safe supplements.



“But in recent years, the regulatory scheme designed to promote the interests of consumers and a healthful supply of good food has been used instead to complicate choices consumers have made to advance their nutritional and dietary goals.  With perhaps the best of intentions agencies of government charged with protecting the food supply and the rights of consumers have paradoxically limited the information to make healthful choices in an area that means a great deal to over 100 million people.”

And Congress Speaks Out

And, Congress itself made it very clear that the role of dietary supplements was to play an important role in our health care system, and in the dissemination of information.  In its preamble to the Act, Congress noted the following findings:



“(1)  improving the health status of United States citizens ranks at the top of the national priorities of the Federal Government;



“(2)  the importance of nutrition and the benefits of dietary supplements to health promotion and disease prevention have been documented increasingly in scientific studies;



“(3)(A)  there is a link between the ingestion of certain nutrients or dietary supplements and the prevention of chronic diseases such as cancer, heart disease, and osteoporosis; and (B) clinical research has shown that several chronic diseases can be prevented simply with a healthful diet, such as a diet that is low in fat, saturated fat, cholesterol, and sodium, with a high proportion of plant-based foods;



“(4) healthful diets may mitigate the need for expensive medical procedures, such as coronary bypass surgery or angioplasty;



“(5)  preventive health measures, including education, good nutrition, and appropriate use of safe nutritional supplements will limit the incidence of chronic diseases, and reduce long-term health care expenditures;



“(6)(A)  promotion of good health and healthy lifestyles improves and extends lives while reducing health care expenditures; and (B) reduction in health care expenditures is of paramount importance to the future of the country and the economic well-being of the country;



“(7)  there is a growing need for emphasis on the dissemination of information linking nutrition and long-term good health;



“(8)  consumers should be empowered to make choices about preventive health care programs based on data from scientific studies of health benefits related to particular dietary supplements;



“(9)  national surveys have revealed that almost 50 percent of the 260,000,000 Americans regularly consume dietary supplements of vitamins, minerals, or herbs as a means of improving their nutrition;



“(10)  studies indicate that consumers are placing increased reliance on the use of nontraditional health care providers to avoid the excessive costs of traditional medical services and to obtain more holistic consideration of their needs;



“(11)
the United States will spend over $1,000,000,000,000 on health care in 1994, which is about 12 percent of the Gross National Product of the United States, and this amount and percentage will continue to increase unless significant efforts are undertaken to reverse the increase;



“(12)(A)  the nutritional supplement industry is an integral part of the economy of the United States; (B) the industry consistently projects a positive trade balance; and  the estimated 600 dietary supplement manufacturers in the United States produce approximately 4,000 products, with total annual sales of such products alone reaching at least $4,000,000,000;



“(13)
although the Federal Government should take swift action against products that are unsafe or adulterated, the Federal Government should not take any actions to impose unreasonable regulatory barriers limiting or slowing the flow of safe products and accurate information to consumers;



“(14) dietary supplements are safe within a broad range of intake, and safety problems with the supplements are relatively rare; and



“(15)(A) legislative action that protects the right of access of consumers to safe dietary supplements is necessary in order to promote wellness; and (B) a rational Federal framework must be established to supersede the current ad hoc, patchwork regulatory policy on dietary supplements.”

The Impact on the Network Marketing Industry

Can network marketers of dietary supplements sleep better after this legislation?  The answer is an absolutely qualified “yes.”  Keep in mind, however, that the new legislation is not intended to open the floodgates to unsubstantiated health claims.  On the other hand, the new legislation will be helpful in many ways to marketers of nutritional supplements.

Third-Party Literature

The most significant tool to network marketers to come from the legislation is its pronouncement on third-party literature.  Prior to the new legislation, passing out third-party literature about a dietary supplement constituted “labeling,” rendering the dietary supplement to the classification of a drug by the FDA. The new act provides as follows:


“DIETARY SUPPLEMENT LABELING EXEMPTIONS


“SEC. 403B.(A) IN GENERAL. - A publication, including an article, a chapter in a book or an official abstract of a peer-reviewed scientific publication that appears in an article and was prepared by the author or the editors of the publication, which is reprinted in its entirety, shall not be defined as labeling when used in connection with the sale of a dietary supplement to consumers when it -  


“(1) is not false or misleading;


“(2) does not promote a particular manufacturer or brand of a dietary supplement;


“(3) is displayed or presented, or is displayed or presented with other such items on the same subject matter, so as to present a balanced view of the available scientific information on a dietary supplement;


“(4) if displayed in an establishment, is physically separate from the dietary supplements; and


“(5) does not have appended to it any information by sticker or any other method.


“(B) APPLICATION. - Subsection (A) shall not apply to or restrict a retailer or wholesaler of dietary supplements in any way whatsoever in the sale of books or other publications as a part of the business of such retailer or wholesaler.


“(C) BURDEN OF PROOF. - In any proceeding brought under subsection (A), the burden of proof shall be on the United States to establish that an article or other such matter is false or misleading.”


What does all this mean? Because of the breadth of this section, there may be a long period before the health industry and FDA agree about what legislation means.  But at face value, it would suggest that network marketers may pass out third-party articles or books on dietary supplements in conjunction with the sale of their products if the information is not false and misleading, and does not promote a particular brand of product. Inasmuch as there is wealth of scientific literature, articles, and books on dietary supplements, this may mean the free flow of information for the first time!

Certain Nutritional Health Claims Can Be Made

The new act provides that a statement for a dietary supplement may be made if :


“(A)
the statement claims a benefit related to a classical nutrient deficiency disease and discloses the prevalence of such diseases in the United States, describes the role of a nutrient or dietary ingredient intended to affect the structure or function in humans, characterizes the documented mechanism by which a nutrient or dietary ingredient acts to maintain such structure or function, or describes general well-being from consumption of a nutrient or dietary ingredient.


“(B)
the manufacturer of the dietary supplement has substantiation that such statement is truthful and not misleading, and 


“(C)
the statement contains, prominently displayed and in boldface type, the following:  ‘this statement has not been evaluated by the Food and Drug Administration.  This product is not intended to diagnose, treat, cure or prevent any disease.”

Four years after the legislation and in the aftermath of the 

recommendations of a Presidential commission, the FDA in April 1998 issued proposed rules on permissible “structure/function” claims versus prohibited “disease” claims. Permanent rules will follow after a public comment period.


It is clear the FDA is struggling with this issue. The FDA appears to embrace general health claim that support healthy body function, but wishes to prohibit “disease” claims in which a dietary supplement is to be used to treat a disease or medical condition.


Here is how the FDA attempted to draw the line on the “semantics” of claims:


Bold = Prohibited Disease Claim


Italics = Permissible structure/function health claim

Under proposed rules, a statement would be considered a claim if 
it explicitly or implicitly claimed an effect on a specific disease or 
class of diseases. Examples of such disease claims include: “protective against the development of cancer,” “reduces the pain and stiffness associated with arthritis,” “decreases the effects of alcohol intoxication,” or “alleviates constipation.” Claims that do not refer explicitly or implicitly to an effect on a specific disease state would not be disease claims under this criterion. Examples include: “helps promote urinary tract health,” “helps maintain cardiovascular function and a healthy circulatory system,” and “promotes relaxation.” FDA has tentatively concluded that these examples do not contain express or implied references to specific diseases. Instead, they refer broadly to body systems or functions without sufficient reference to specific abnormalities or symptoms to be understood as references to particular diseases.

The proposed rules define disease as any one of several types of 

abnormalities that are “manifested by a characteristic set of one or more signs or symptoms.” FDA believes that reference to a characteristic set of signs or symptoms, even in the absence of the name of the disease, can be understood as a reference to the disease itself. Under proposed rules, a statement would be considered a disease claim if it explicitly or implicitly claimed an effect (using scientific or lay terminology) on one or more signs or symptoms that are recognizable to health care professionals or consumers as being characteristic of a specific disease or of a number of diseases. Example of such disease claims include: “improves urine flow in men over 50 years old” (characterized symptoms of, e.g., benign prostatic hypertrophy); “lowers cholesterol” (characteristic sign of, e.g., hypercholesterolemia); “reduces joint pain” (characteristic symptom of e.g., arthritis); and “relieves headache” (characteristic symptom of, e.g., migraine or tension headache). In each of these cases, the symptoms described are sufficient to characterize one or more specific diseases.

Claims of an effect on symptoms that are not recognizable as characteristic of a specific disease or diseases would not constitute disease claims. Examples include: “reduces stress and frustration,” “inhibits platelet aggregation,” and “improves absentmindedness.” In these examples, the sign or symptoms noted may be broadly associated with a number of diseases, but are not, by themselves, sufficient to characterize a specific disease or diseases. If the context did not suggest treatment or prevention of a disease, a claim that a substance helps maintain normal function would not ordinarily be a disease claim. Examples include: “helps maintain a healthy cholesterol level,” or “helps maintain regularity.”

Certain natural states, such as pregnancy, aging, or the menstrual 

cycle, that are themselves not “diseases,” are sometimes associated with abnormalities that are characterized by specific set signs or symptoms, and thus meet the proposed definition of disease.


Under proposed rules, a statement would be considered a disease claim if it explicitly or implicitly claimed an effect on a consequence of a natural state that presents a characteristic set of signs or symptoms recognizable to health care professionals or consumers as constituting an abnormality of the body, such as toxemia of pregnancy, premenstrual syndrome,  or abnormalities associated with aging such as presbyopia, decreased sexual function, Alzheimer’s disease, or hot flashes. Claims that did not refer to a recognizable abnormality resulting from a natural state or it signs or symptoms (e.g., “for men over 50 years old,” and “to meet nutritional needs during pregnancy”) would not be disease claims under this criterion. These examples do not include references to specific abnormalities or symptoms. FDA thus believes that they would not be understood as references to particular diseases.

Various aspects of a product’s labeling may be used to express or 

imply that the product will diagnose, cure, mitigate, treat, or prevent disease. Under proposed rule, a statement would be considered a disease claim if it explicitly or implicitly claimed an effect on disease through one or more of the following factors:


(a) The name of the product (e.g., “Carpaltum” (carpal tunnel syndrome), “Raynaudin” (Raynaud’s phenomenon), “Hepature” (liver problems)). Names that did not imply an effect on a disease such as “Cardiohealth” and “Heart Tabs,” would not constitute disease claims;


(b) Statements about the formulation of the product, including a claim that the product, including a claim that the product contained an ingredient that has been regulated primarily by FDA as a drug and is well known to consumers for its use in preventing or treating a disease (e.g., aspirin, digoxin, or laetrile)


(c) Citation of a title of a publication or other reference, if the title refers to a disease use. For example, labeling for a vitamin E product that included a citation to an article entitled “Serial Coronary Angiographic Evidence That Antioxidant Vitamin Intake Reduces Progression of Coronary Artery Atherosclerosis,” would create a disease claim under this criterion;


(d) Use of the term “disease” or “diseased;” or


(e) Otherwise suggesting an effect on disease by use of 


pictures, vignettes, symbols, or other means (e.g.,


electrocardiogram tracings, pictures of organs that suggest prevention or treatment of a disease state, the prescription symbol (Rx), or any reference to prescription use). A picture of a body would not constitute a disease claim under this criterion.

Certain product class names are so strongly associated with 
diagnosis, cure, mitigation, treatment or prevention of a disease or diseases, that a claim that a product belonged to such a class would be understood as a disease claim. Under proposed rules, a statement would be considered a disease claim if it claimed that the product belonged in a class of products recognizable to health care professionals or consumers as intended for use to diagnose, mitigate, treat, cure, or prevent a disease, (e.g., claims that the product was an “antibiotic,” a “laxative,” an analgesic,” am “antiviral,” a “diuretic,” an “antimicrobial,” an “antiseptic,” an “antidepressant,” or a “vaccine”). The foregoing examples do not constitute an exclusive list of product class names that convey disease claims. Claiming that a product was a class that is not recognizable to health care professionals or consumers as intended for use of diagnose (e.g., an “energizer,” a “rejuvenative,” a “revitalizer,” or an “adaptogen”) would not constitute a disease claim under this criterion.
A statement may imply that a dietary supplement has an effect on 

disease by claiming that the effect of the dietary supplement is the same as that of a recognized drug or disease therapy. A statement may also imply an effect on disease by suggesting that the dietary supplement should be used as an adjunct to a recognized drug or disease therapy in the treatment of a disease. In both cases, the statement implies that the dietary supplement is intended for the same purpose as the drug or disease therapy, i.e., for the diagnosis, cure, mitigation, treatment, or prevention of disease. Under proposed rules, a statement would be considered a disease claim if it explicitly or implicitly claimed that the product as a substitute for another product that is a therapy for a disease (e.g., “Herbal Prozac”) or that it augmented a particular therapy or drug action (e.g., “use as part of your diet when taking insulin to help maintain a healthy blood sugar level’). A claim that did not identify a specific drug, drug action, or therapy (e.g., “use as a part of your weight loss plan”) would not constitute a disease claim under this criterion. 

A statement may contain an express or implied disease claim if it 

suggest that the product cures, mitigates, treats or prevents a disease or diseases by augmenting the body’s own disease-fighting capabilities. Under proposed rules, a statement would be considered a disease claim if it explicitly or implicitly claimed a role in the body’s response to a disease or to be a vector of disease. A vector of disease is an organism or object that is able to transport or transmit to humans an agent, such as a virus or bacterium, that is capable of causing disease in man. A claim that a product “supports the body’s antiviral capabilities” or “supports the body”s ability to resist infection” would constitute a disease claim under this criterion. Infectious are well-known disease states that result from the action of pathogenic (disease-causing) microorganisms, such as bacteria and viruses, and are deviations from and impairments of the normal structure and/or function of the body with characteristic signs and symptoms. Claims that a product is intended to affect the body’s ability to kill or neutralize pathogenic microorganisms, or mitigate the consequences of the action of pathogenic microorganisms on the body (e.g., the signs and symptoms of infection) are disease claims because they are claims exclusively associated with the body’s ability to prevent or respond to infectious diseases. A more general reference to an effect on a body system that has several functions, only one of which is resistance to disease, would not constitute a disease claim under this criterion (e.g., “supports the immune system”).
Claims that a product is intended to counter adverse events resulting from medical intervention are claims that the product is intended as a part of the treatment program and, as such, are claims that the product is to mitigate, treat, or cure the disease state. Under proposed rules, a statement would be considered a disease claim if it explicitly or implicitly claimed to treat, prevent, or mitigate adverse events associated with a medical therapy or procedure and manifested by a characteristic set of signs or symptoms (e.g., “reduces nausea associated with chemotherapy,” “helps avoid diarrhea associated with antibiotic use” and “to aid patients with reduced or compromised immune function, such as patients undergoing chemotherapy’). A claim that did not mention a therapy for disease (e.g., “helps maintain healthy intestinal flora”) would not constitute a disease claim under this criterion.
As can be seen, defining “prohibited disease claim” vs permissible “health support claim” is a gray area. It is one that the FDA, Health Industry and the public will probably be debating a decade from now, even after the FDA adopts permanent rules to the Dietary Supplement Health and Education Act. The proposed rules, after public comment, may not see the light of day, but they start a “working dialogue.”

The Dietary Supplement Health and Education Act should have a profound impact on the network marketing industry in the positive. It assures future availability of dietary supplements and dissemination of information, and establishes a framework for fitting dietary supplements into the future of our health care system. It is certainly not the end of the issue, it is merely one step in a very positive process for the American consumer.

The Legal Ins and Outs of Marketing Discount Services

Discount buying services have become one of the most popular offerings in the world of network marketing.


After all, who wouldn’t want to save $100 on a washing machine, or $1,000 on a car?  And who wouldn’t want to save a travel agent’s commission on the next trip, or order prescriptions by mail for a huge discount?  With discount buying clubs, these and many other savings are now available, and they are all being marketed through network marketing companies.

Why and How They Work

People love to save money.  People love to tell people that they have saved money.  That makes discount buying services a perfect “product” for network marketers.  


Discount buying organizations are able, through sheer volume of buying power, to arrange discounts with manufacturers, and national and local merchants on every product conceivable, from automobiles to television sets to vacuum cleaners to groceries.  In the typical program, the consumer pays an annual fee for the right to buy goods at discount either from the discount buying organization or from third-party vendors with whom arrangements have been made.  


The savings can be real and substantial, and because of the ease of selling this service, many discount buying organizations have turned to direct mail, mail order, and network marketing.  

Abuses Lead to Legislation

Over the years, several states have been plagued with abuses by discount buying organizations, and have enacted legislation to regulate these organizations.  The underlying reasons for this legislation can be found in the preface to the 1976 California statute on this subject, in which the legislature issued the following findings:



(a) The Legislature finds that there exist in connection with a substantial number of contracts for discount buying services, sales practices and business and financing practices which result in fraud, deceit, and financial hardships being perpetrated on the people of the state; that existing legal remedies are inadequate to correct these abuses; that the discount buying industry has a significant impact upon the economy and well‑being of the state and its local communities; and that the provisions of this title relating to such contracts are necessary for the public welfare.



(b)  The purpose of this title is to safeguard the public against fraud, deceit, and financial hardship, and to foster and encourage competition, fair dealing, and prosperity in the field of discount buying services by prohibiting or restricting false or misleading advertising, unfair contract terms, harmful financial practices, and other unfair, deceptive, destructive, unscrupulous, fraudulent and discriminatory practices by which the public has been endangered and by which the public may in the future be harmed in connection with contracts for discount buying services.  This title shall be construed liberally in order to achieve the foregoing purposes.

Rules You Don’t Want to Break

So far, more than a dozen states have adopted statutes regulating discount buying organizations, and more are likely to follow.  


Don’t play around with these regulations!  The penalties for violation may bring treble damage fines and have criminal consequences.  In South Dakota, for example, violation of statute can result in a felony conviction.


The requirements of most of these statutes is fairly straightforward.  Most of the states require discount buying organizations to post a bond to safeguard consumers.  For instance, in California, discount buying organizations must post a $30,000 bond.  


In addition, some of the legislation requires that discount buying organizations establish trust accounts or escrow accounts for the prepayments of fees collected from buyers  also to protect the interests of the consumers.  The typical legislation prohibits discount buying club contracts from exceeding specified time periods, such as a year and a half or two years.


Most of the states have followed the Federal Trade Commission’s approach to the cancellation rights of consumers.  The FTC has adopted a rule on door‑to‑door sales which requires a three‑day cooling-off period or right of rescission by consumers.  Similarly, most discount buying statutes provide that subscribers are entitled to cancel participation in the program within a three‑day period.  


The typical legislation also gives the consumer statutory rights to sue for damages, including treble damages and attorney fees, or to make a claim against the company’s bond.


It is interesting to note that various states have chosen different regulating agencies to monitor this area.  In some states, buying organizations are regulated by consumer protection divisions, and in others by corporation commissioners.  One state even regulates this area through the insurance commissioner’s office.

The Disclosure Issue

Most of the states are fairly explicit in the sorts of disclosures that must be made to a consumer at the time he or she subscribes to a discount buying service.  California appears to have adopted the most comprehensive disclosure requirements of any of the states.  There, a seller of a discount buying service must provide a buyer with several written disclosures, some of which are:


1. The exact nature of the services it provides, specifying the general categories of goods which are available at the seller’s place of business or warehouse, those goods which must be obtained through third parties to which the seller will refer the customer, and those categories of goods which must be ordered or obtained through the mail.


2. A list, current within the previous 60 days, of at least 100 items which are sold by or through the organization or available to those who contract with the organization, identified by brand name, model, and total price, including a reasonable estimate of freight or delivery charges.


3. A statement of the discount buying organization’s policy with respect to warranties or guarantees on goods ordered, and the policy with respect to the return of ordered goods, cancellation of orders by the buyer, and refunds for cancellation or return;


4. A disclosure as to whether any stockholder, director, officer, or other principal in the discount buying organization has been convicted of a crime relating to fraud or has been held liable in any civil action relating to fraud or misleading representations;


5. A disclosure as to whether any principal in the discount buying organization is the subject of any current injunction or restrictive order relating to business activity.


If you’re interested in taking advantage of the network marketing opportunity, but marketing nutritional, home care, or personal care products is not for you, then consider marketing a service - namely a discount buying service.  It may save you money; it may save your friends money; and you may earn some extra income to boot.  


But whatever you do, be certain that you and the discount buying opportunity you represent follow the rules.  

Training and Managing Your People: A Legal Imperative

In any business, training and management are key to success.  But in the network marketing industry, they are more than that.  In states that have enacted multilevel distribution statutes, training and marketing have become a legal imperative.   


These states’ statutes demand that distributors play a bona fide supervisory role with their sales organizations with respect to the sale and distribution of company products and services.  


Don’t take this demand lightly.  The U.S. Postal Service has taken aim at some network marketing companies under postal lottery statutes for programs that don’t require distributors to take some responsibility for managing, communicating with, and training the people they sponsor.  Many states have targeted network marketing and direct selling companies under consumer protection statutes where the remuneration to the sponsor is based totally on chance rather than skill.



For this reason, network marketing and direct selling companies should focus seriously on training, management, and support systems for their distributors.  They should develop support systems and those systems should be duplicated by other sponsoring distributors in their individual sales organizations.  

Characteristics of a Valid Program

Although the many varieties of compensation plans (stairstep, unilevel, breakaway, matrix, binary, etc.) address issues of training and management in different ways, the following represents a brief summary of key elements which all types of plans, companies, and distributors should attempt to achieve in their training, management, and support programs in order for those programs to be taken seriously from a legal point of view:

1.
Enhance distributor self-image.

2.
Enhance the image of the network marketing industry as a whole.

3.
Educate distributors about the industry.

4.
Create a realistic picture of what it takes to succeed in operating a network marketing business.

5.
Help distributors understand the responsibility of being in business for themselves.

6.
Make product education paramount in training programs.

7.
Develop management skills.

8.
Understand the dynamics of people interaction or person-to-person relationships.

9.
Learn the use of new business technology application to the business, such as computers and automatic ordering systems.

10.
Understand the basic concepts behind the network marketing method of distribution.

11.
Create an appreciation of ethical issues.

12.
Learn how to run a small business, including such issues as taxes, small business management, and accounting.

13.
Work on goal-setting and planning; develop one-, two- and three-year plans, rather than instant success schemes.

14.
Develop the art of prospecting.



(a)
Learn how to prospect beyond family and friend networks.



(b)
Learn how to attract quality people.

15.
Understand the concept of commitment.

16.
Learn to value the contribution of others.

17.
Prepare to give effective presentations.

18.
Learn how to deal with objections, rejections, and discouragement, understanding that an objection is nothing more than a question in disguise.

19.
Develop an understanding of the legal issues impacting the network marketing industry and the individual distributor business.

20.
Understand the art of duplication and the power of example.

21.
Understand that people are involved in network marketing for different reasons; allow those who are interested in the business opportunity to develop at their own pace; and resist the urge to pressure satisfied consumers to engage in the business opportunity.


As  regulatory agencies review network marketing programs, it is obvious than an increasingly important element will in fact be the quality of training, support, and management systems promoted by companies and sponsoring distributors.  Companies and distributors should examine their programs to take sure that many of the issues we’ve just discussed have been addressed in their training systems.

Too Young to Play

An army of youngsters selling your product!  Sound good?  It probably would be, but there are a few glitches.  


Have you ever wondered why most companies don’t allow minors to become distributors - either as full distributors or in partnership with adult distributors?  The reasons arise from the laws in most states that govern relationships with minors.


The law regarding contracts with minors is nearly uniform across the country.  The starting point is the general policy of protecting minors from their own judgment as well as from the designs of others.  In order to carry out this policy, the law of most states acts to discourage adults from contracting with minors by conferring on the minor the right to avoid most contracts, whether or not the person has actual or constructive notice that the other party is under age.  In short, an adult acts at his own peril in dealing with a minor.

Slippery Contracts

A minor may make contracts in the same way an adult would.  However, with the exception of certain contracts, such as contracts for necessary items like medical services, the minor may disaffirm the contracts either before coming of legal age or within a reasonable time afterwards.


When minors disaffirm contracts, whether the contracts have been executed (completed) or not, it has the effect of rescinding the contracts.  Upon disaffirmance, minors may recover all benefits paid by them under the contract, or may recover for the worth of any services rendered.


In other words, when a minor exercises his power to disaffirm a contract, the transaction is treated as if it were void from the beginning.  The minor could disaffirm the contract between the company and himself, demand his money back, and would not have to give back the property or consideration received from the company, unless it was still in his or her possession.  If the minor has spent or used, or in some other way gotten rid of the consideration he or she received, the other party is out of luck, unless the minor ratifies the contract after coming of age (small chance of that!) or is under some noncontractual obligation.

Sticky Problems

Another foreseeable problem that could arise with minor distributors is this: when minors sell goods to buyers, they may disaffirm and recover them.  


If minors sell products to other minors, however, both would have the opportunity to disaffirm.  But if minors sell to people in their downlines who transfer them to subsequent good faith purchasers, the minors can’t recover the goods from those innocent purchasers.  As you can see, there are substantial problems regarding contracts with minors even if they’re on a cash basis.


There are several exceptions to the rule that a contract entered into by a minor is not binding.  But only one is relevant here: a fully emancipated minor who has received a declaration of emancipation from a judge may be bound by his or her contracts.  The minor must satisfy the required conditions: be at least 14 years old, willingly and with consent living separate from parents or guardian, managing his or her own financial affairs, and deriving no income from criminal activity.

Partnering Up?

Where there is an adult co-applicant, the arrangement between the minor and the adult takes on the appearance of a partnership.  In general and in most jurisdictions, an minor may become a partner with an adult.  
However, one court has held that under California law, a minor cannot legally be a partner since the minor cannot make the necessary delegation of power to the other partners.  Just as in the case of minors’ contracts generally, the partnership agreement is voidable at the election of the minor.  Once again, the minor partner may avoid personal or individual liability for partnership debts or contracts by disaffirmance, but the contracts will remain enforceable against the adult partners.


Unless and until the minor elects to disaffirm the partnership agreement, the minor is responsible for all partnership engagements and liabilities.  Upon disaffirmance of the partnership agreement, the adult partner is entitled to a dissolution of the partnership, and an accounting from the minor, and the interest of the minor in the partnership assets, is applied against firm debts.

Too Many Disadvantages

In summary, while it is legally possible to enter into a distributor relationship with a minor, with or without a co-applicant, such a course is risky.  The minor will at all times have the right to disaffirm and avoid any contract between the minor and the company and/or others.  However, if there is an adult co-applicant, a partnership may exist in most states (but not in California).  A partnership is no more than an association of two or more persons to carry on as co-owners of a business for profit.  In such a case, the adult partner would be bound by all acts of the partners.


It’s easy to understand why most network marketing companies don’t allow minors to become distributors, even in partnership with adults.  Even though such agreements would generally be allowed by law, there are simply too many “cons” and too few “pros” to the issue.  

Cancel This Sale! - The Three-Day Rule

It’s called the ‘cooling off rule,” and as a network marketing distributor, you’re going to have to contend with it every time you pull out a retail sales form.


Over the years, the FTC regulation of direct selling has taken many forms.  The commission has adopted policies regulating pyramids, business opportunities, earnings representations, resale price maintenance, and mail order merchandising.


One specific FTC rule, however, goes right to the heart of the activity of every network marketing company and independent distributor.  It involves the fundamental aspect of multilevel marketing: the “one-on-one contact,’ which is often made in the home of the retail customer.  


The FTC has adopted regulations and guidelines on door-to-door sales which every distributor should be aware of.  Various state and federal statutes and regulations grant consumers the right to rescind contract under certain circumstances, supplementing their common law rights to revoke contracts in instances of fraud, misrepresentation, mistake, or minority.  The FTC rule, entitled “Cooling Off Period for Door‑to‑Door Sales,” is one such regulation.  It gives consumers a unilateral right to rescind their purchase agreements without penalty.  


Though much confusion has arisen due to inconsistent state laws in the area of door‑to‑door sales, this rule specifically provides that its purpose is not to preempt such laws, except to the extent that they directly conflict with its provisions. 


The FTC defines door‑to‑door sales as a sale, lease, or rental of goods or services for personal, family, or household use, having a purchase price of $25 or more, in which the seller personally solicits the sale, and the buyer’s agreement or offer to purchase is made at a place other than the seller’s main or permanent branch office.  The rule requires that the door‑to‑door seller disclose to the buyer the buyer’s right to cancel the transaction at any time prior to the third business day (excluding Sundays and holidays) following the actual sales transaction.  


Simply stated, the buyer can call the whole thing off within three days.  But the seller must let the buyer know this by including the following paragraph in the purchase agreement: 


“You, the buyer, may cancel this transaction at any time prior to midnight of the third business day after the date of this transaction.  See the attached notice of cancellation form for an explanation of this right.”  
The Nitty Gritty Details

The rule provides that the “Notice of Cancellation” form must be easily detachable from the receipt or invoice and must be provided in duplicate.  And it must be completed and furnished to the buyer at the time of the agreement.  The FTC has gone so far as to specify the size of type on the form.  Here’s a brief summary of some of the requirements:


1. The purchaser must be informed that he may cancel the transaction without penalty or obligation within three business days from the date of sale.


2. The customer is informed that, if he does cancel the sale, any payments made will be returned within ten (10) business days following receipt by the seller of the cancellation notice.


3. If the customer cancels, he must make the merchandise available in substantially good condition to the seller at the customer’s residence or the customer may, at his option, return the merchandise at the seller’s expense and risk if the seller has a policy permitting such a method of return.


4. If the customer makes the merchandise available to the seller and the seller does not pick it up within 20 days of the date of a notice of cancellation, the customer may retain or dispose of the merchandise without further obligation.


5. If the customer does not make the merchandise available to the seller, he remains on the hook.


6. The customer may cancel the sale by mail or by personal delivery of the signed and dated cancellation notice or by any other written form of notice, including a telegram.


Several other specifics should be kept in mind for compliance with this FTC rule:


1. The seller must furnish the buyer with a receipt or copy of the sales order at the time of purchase.


2. The sales order must be signed by the purchaser.


3. The seller must orally inform the buyer at the time he signs the contract or purchases his goods of his right to cancel.


Obviously, there is an absolute prohibition to place a provision in the purchase order which provides that the buyer waives his right to cancel the FTC rule.


Multilevel marketing companies and distributors should also be aware that there are certain types of sales that are exempt from the door-to-door rule.

It May Be Confusing, But You Have to Live With It.

One last note.  Many states have adopted their own specific statutes or regulations on door-to-door sales.  


You’d think that the FTC would have adopted one uniform rule for use throughout the United States so that direct sellers wouldn’t be faced with complying with multiple variations of regulations on door-to-door sales. 
No such luck.  The FTC’s policy statement admits that the commission is aware of the confusing situation, but says the confusion does not warrant superseding the states’ laws.


Confusing or not, you need to know about this rule because it’s a fundamental part of every sale made by a network marketing distributor or company.  Violation of the FTC rule constitutes an “unfair and deceptive act or practice, which can subject the distributor or company to federal or state prosecution or civil liability.”


That doesn’t sound like something you want to mess around with.

Section 7:  Thought You’d Never Ask


Here are answers to some of the most frequently asked questions about the network marketing industry:

Q: Can I belong to more than one company?


A: Most network marketing companies will allow you to belong to more than one company. However, most companies do restrict their distributors’ activities in promoting other companies’ opportunities and products. The most common policy allows distributors to introduce other opportunities only to individuals that they have already personally sponsored. In addition, most companies won’t let their distributors promote other opportunities or products at any company-sponsored events or activities.

Q: Can my husband and I have two distributorships?


A: Actually this is not a legal issue. This is a policy adopted by companies who are concerned that distributors will “stack” and manipulate to achieve better payout in the compensation plan. Although many companies permit more than one distributorship in a household, the majority do not.

Q: Can I sponsor in foreign countries?


A: Some companies permit this; some don’t. Be sure to talk to your company about this before you devote any time or money to overseas recruitment. The pace of sponsoring in foreign countries is often faster than a company’s ability to lay the proper groundwork for such expansion. Each country has its own rules regarding network marketing, door-to-door sales, product claims, etc. Chances are, your company will ask you not to sponsor distributors in a foreign country until it has laid the proper legal groundwork in that country.

Q: Do attorneys general approve marketing programs?


A: Although government agencies in some foreign countries may issue advisory opinions, no attorney general office in the United States gives its stamp of approval to an MLM program. Inquirers are always told to review the appropriate laws. In fact, nothing will bring the wrath of an attorney general’s office more than a claim by a distributor or a company that the program has been approved by the attorney general.

Q: Can I sign up by fax?


A: Some companies do allow distributors to sign up by fax. In an electronic age, more and more courts are recognizing that we must honor the way the commercial world actually works. Facsimile signatures are legal. However, the best approach is to have an original, signed distributor agreement on file at the home office.

Q: Who is the true sponsor the first contact, or the name on the distributor application?


A: Some distributors think that the first contact who introduced them to the company should be the true sponsor. However, this creates problems for a company, because it is often difficult, if not impossible, to determine who the first contact really was. Therefore, most companies tell distributors that the sponsor listed on the distributor application will be deemed the true sponsor.

Q: Why do I have to pay sales tax?


A: This is a long complicated story and not without ongoing legal dispute. Unlike mail order firms which are immune from sales and use tax, direct selling companies are viewed by state officials as having “nexus” (sufficient contacts in a state for sales tax purposes). Their reasoning is based on the fact that distributors of direct selling companies actually promote the product and opportunity, and conduct opportunity meetings and training meetings in the states in which they live. Consequently, their sales are not considered to be in the same category as mail order sales. Distributors must either obtain resale tax licenses and take care of the taxes themselves, or the company will collect and remit sales and use tax.

Q: If I’m an independent contractor, why are there rules regarding my conduct?


A: From a legal standpoint, you are an independent contractor because the company does not tell you when, where, and how to perform your tasks. If it did, you would be an employee. Adopting guidelines on ethical issues, consumer legal safeguards, and general rules for fair competition among distributors does not negate independent contractor status. Independent contractor status generally means that individuals are liable for their own income taxes, unemployment insurance, worker’s compensation, etc. In 1982, the federal government specially recognized independent contractor status of direct sellers, and many states have followed suit with specific legislation.

Q: What can I do on the Internet with my network marketing business?


A: Here again, you will have to talk to the company. Keep in mind that companies closely guard their trademark names and have a right to regulate their usage in all media, whether it is print or on the Internet. The Internet offers tremendous possibilities for both companies and distributors, and this opportunity is one with which many companies are wrestling. Some companies will provide space at their home page for distributors. Some companies will provide a linking mechanism from distributors’ home pages to the company’s home page. Many companies will not allow a distributor to promote the company’s product or opportunity on the Internet. The main reason for this restriction is two fold. First, if the company’s name appears on distributor home pages, individuals who use search engines would likely to be unable to find the company’s home page because a search would produce thousands of “hits” on the company name. The company’s home page would be lost amid the huge number of hits. The other reason for restrictions by the company is the concern about earnings claims and unauthorized product claims that have been made by distributors in the past and have threatened he business opportunities of both the company and its distributors. Many government agencies hold the company responsible for the statements of its distributors and at the very least expect the company to regulate such advertising.

Q: What can I say about a company’s nutritional and dietary supplements?


A: Generally, companies will be very clear about what can be said and what cannot be said, as demonstrated in their official literature. Unauthorized claims can lead to problems not only with state officials, but with the FDA and FTC as well. The Dietary Supplement Act of 1994 dramatically increased the ability of companies and distributors to comment on the benefits of dietary supplements. Under the Act, third-party literature or scientific studies which are generic in nature may be passed out to the public. In addition, companies that have specific backup data may make claims about ingredients in their products when the claims relate specifically to their impact on the structure and function of the human body, as opposed to medical therapeutic claims. For example, under the Act, a company may comment that vitamin C is beneficial to connective tissue. Keep in mind, this is not the same thing as saying that a particular nutrient will treat or cure a connective tissue disease.

Q: Is it appropriate to pay commissions on sales aids?


A: No. Commissions should only be paid on products or services that are available to be sold or used by consumers. Sales aids do not fall in the category because they are merely tools for distributors. Payment of commissions on sales aids would be criticized as a payment of “head hunting fees” for the mere act of finding other distributors, as opposed to sales to users of the company’s products or services.

Q: Are there any trade organizations for the industry?


A: There are two major trade organizations in this industry. The Direct Selling Association in Washington, D.C. represents a broad spectrum of direct selling companies. Some are strictly direct sale, some are party plan, but almost all the growth in membership in recent years comes from multilevel companies. The Multi-Level Marketing International Association (MLMIA), in Newport Beach, California opens its membership to multilevel companies, multilevel distributors, and professionals and suppliers involved in the multilevel marketing industry. Both associations have the same goal, which is to promote the industry, and to assure consumer safeguards for network marketing distributors and consumers.

Q: Is the type of compensation plan the key to a company’s success?


A: Historically this has not been proven to be true. “Sexy” compensation plans have come and gone, but long-term success has always been a function of product, management, company vision or mission, a quality training program, and the bonding of distributors and consumers with the goals and products of the company.

Q: Which is more important: sponsoring or selling?


A: They are both important. An army of distributors that sells nothing will produce no commissions. On the other hand, recruitment is very important in a business where 90 percent of the distributors are part-time and productivity per distributor is relatively low. A balance is the key.

Q: Must companies be registered in every state?


A: Actually, a number of states have multilevel distribution statutes that require registration. In addition, most companies will be registered to pay sales taxes throughout the country. However, most network marketing companies will only register to do business as a foreign corporation doing business in those states in which they have a physical presence such as manufacturing facilities, warehouses, offices, or employees. The corporate laws of most state provide that a company is not “doing business in the state” merely because it sells through independent distributors in that state.

Q: Who is Glenn Turner?


A: In the 1970s, Glenn Turner was the man behind a company called Dare to Be Great and Koscot International. Dare to Be Great sold motivational programs and Koscot sold cosmetics. Many people in the industry who knew Turner have remarked that he was one of the most charismatic individuals and motivating leaders ever to come along in the industry. Many company executives of subsequent network marketing companies came from the Turner programs. Regulatory agencies and courts held  that Dare to Be Great and Koscot programs promoted the opportunity rather than the product. As a result of extensive litigation, those companies were forced out of business in many jurisdictions. In the aftermath of those cases, almost every state adopted pyramid statutes. Later in the 1980s, Turner resurfaced again in association with Challenge to America, another motivational type program. That program also faced difficulties and even a criminal conviction in Arizona.

Q: What is the Amway FTC decision?


A: This is the landmark decision for the network marketing industry. In 1975 the Federal Trade Commission charged Amway with violating FTC rules. After four years of litigation, Amway prevailed when an FTC administrative law judge ruled that Amway was a legitimate direct selling company and not an illegal pyramid scheme. The basis of the decision is recognition of Amway’s (1) ten retail customer rule, (2) 70 percent rule, and (3) buy-back policy. The industry owes Amway a debt of gratitude. The industry would not likely exist if Amway had not prevailed.

Q: Who owns the downline?


A: Actually no one owns the downline. Distributors enter into an individual contract with the company. Inherent in the contract is the company’s agreement to pay overrides on the downline sales organization of the distributor. However, downlines are people and no one owns people. On the other hand, companies provide distributors with computer printouts and genealogical reports, which the companies view as proprietary and confidential. Companies do expect that distributors will not use printouts to solicit for other opportunities, or to conduct mass mailings or in any other way utilize computer printouts to compete.

Q: Is multilevel marketing taught in leading business schools?

A: This is one of the popular myths in the marketing industry. Though case studies have been done on some leading direct selling companies such as Mary Kay, multilevel marketing itself has not historically been a course topic in business schools. This may be changing, however. In the mid 1990s, the University of Illinois in Chicago first offered studies on network marketing, and other universities have followed.

Q: How many people are engaged in network marketing in the United States?


A: Over 10 million people are working either part-time or full-time in network marketing in the United States and upwards of 20 million worldwide.

Q: Are noncompete agreements enforceable?


A: This is a tricky area of law. For example, the State of California specifically holds noncompete agreements to be unenforceable. Other states uphold noncompete agreements if their terms are reasonable. Most courts frown on noncompete agreements, and look for ways to not uphold them on the basis that they interfere with an individual’s ability to earn a livelihood. Network marketing companies do have the right if they so choose (although few do) to ask their distributors to have an exclusive relationship with them when they are under contract with the company. However, after termination, the power of companies to is very limited unless distributors are using confidential or proprietary information. On the other hand, courts have upheld clauses which prohibit distributors from returning to their old companies to interfere with contractual relationships, or solicit or raid distributors from those companies.

Q: What about companies with offshore banking?


A: From a regulatory standpoint, companies that transfer funds to offshore banks or tax haven countries immediately go on the radar scope. The suspicion is that money is being hidden for tax purposes or to avoid potential creditors. Networkers should take a club from this and avoid such regulatory suspicion.

Q: What is an umbrella organization?


A: Through the years, a number of organizations have invited distributors to join multiple network marketing companies under the auspices of one organized effort. For whatever reason, these types of organizations generally do not last very long because peoples’ interests and efforts are pulled in different directions. Most industry experts agree that a distributor’s best return on his or her efforts is to work hard at one company at a time.

Q: Are there conferences on multilevel marketing?


A: Quality conferences are being held on the subject of network marketing with increasing frequency. The DSA and MLMIA sponsor conferences. For more than a decade, Legaline Publications and the law firm of Babener & Associates (Portland, Oregon) have sponsored the MLM Entrepreneur Series twice a year. This conference, which addresses trends in the industry, is co-hosted by the publication, Money Maker’s Monthly. In addition,  Legaline Publications and Babener & Associates are also the hosts of an annual national symposium on network marketing, a serious look at the network marketing industry for company management. For information on upcoming conferences, call Legaline Publications at 1-800-231-2162.

Q: Will MLM account for 90 percent of the sales of products in the 1990s?


A: This is another one of those myths about multilevel marketing. While it may help recruiting, it’s not true. The types of products sold by network marketing companies cut across the entire spectrum of consumer goods and services. Although it is a significant industry, it should be kept in mind that this is a $20 billion industry in a $5 trillion economy.

Q: Did most of America’s millionaires make their money in MLM?


A: Again, this is a myth. There is good money to be made in multilevel marketing, and quite a few people have become millionaires in this industry. Though you will find Rich DeVos and Jay VanAndel of Amway among the Forbes 400 America’s richest individuals, the vast majority of others do not come from the network marketing industry.

Q: What is an “at cost” sales kit?


A: Almost all states’ pyramid statutes prohibit the payment of an investment for the right to be involved in a multilevel type business. Many of the states specifically hold that the purchase of an “at cost” sales kit from a company is not considered to be an investment. Sales kits typically cost between $15 and $75. The term “at cost” means that the sale of the mandatory sales kit does not generate profit for the company. Profits for the company and its distributors should come from the sale of the company’s products and services.

Q: What geographical areas dominate network marketing?


A: Network marketing is a people business. Friendly climates make for great network marketing. Although all companies have their own specific hot spots, many network marketing companies count on initial success on the West Coast of the United States, the Sunbelt (California, Arizona, Texas, Florida, and East Coast areas from Florida up through Georgia and the Carolinas), and the Bible Belt of the Midwest.  Network marketing typically does not do well in major, high-density urban areas. Rather, it does well in suburban communities and rural and smaller towns. This is not surprising, because more socializing is likely to occur in these areas.

Q: What is a trademark?


A: Historically, in England, craftsman put their marks on their products to denote their source or origin. This was the beginning of what today is referred to as common law trademark rights. A company or individual that is the first to use a name or logo associated with a product or service in commerce has common law trademark rights. Additional rights come to trademark owners who register their trademarks in the U.S. Patent and Trademark Office.

Q: Can a company restrict my advertising?


A: The rights of the distributor and the network marketing company are determined by their contract, and specific restrictions on advertising are contained in the distributor agreement and the company’s policies and procedures. The rules regarding advertising are usually very detailed. Companies are zealous about protecting their trademarks. In addition, they want to avoid inappropriate claims about earnings opportunities or product properties, such as medical claims.

Q: Is it okay to pay commissions for recruiting new distributors?


A: Absolutely not! This is what is referred to as “head hunting” fees and is commonly referenced as an element of pyramid schemes in court cases. Commissions should be paid only on the sale of company product or services.

Q: What is a “heavy hitter”?


A: The term “heavy hitter” is used in the industry to denote individuals who have had major success building sales organizations and selling products. Heavy hitters who have the ability to build quality long-term sales organizations are very much in demand. On the other hand heavy hitters who merely recruit “multilevel junkies” (those who frequently move from one company to another) are of little use to companies or to their distributors.

Q: Who owns the distributorship in a divorce?


A: There are not special network marketing laws for divorces. The same laws that regulate dissolution’s of marriage in each state regulate the fate of a distributorship in a divorce situation. In court proceedings, valuations are placed on the distributorship just as other assets are valued. Network marketing companies, however, commonly ask distributors to inform the company who will be the successor distributor after a divorce.

Q: Why do network marketing companies prohibit sales in retail stores?


A: If consumers could buy Avon, Tupperware, and Shaklee products in retail stores, why would they bother purchasing them from distributors? Network marketing distributors have made the market for these products. Sales in retail stores would be viewed by companies as undermining the very foundation of the growth of these companies. Providing distributors with a proprietary product to bring to the marketplace, with the assurance that the product will not be sold through retail channels, is a key ingredient in the success of network marketing companies.

Q: Are network marketing companies active in Japan?


A: You bet. Not only are they active in Japan, they are active all over the world. Japan-based direct selling companies such as Nikken, Noevir, and Pola are among the world’s largest, with billions of dollars in sales. Companies like Amway, Shaklee, and NuSkin have had singular success in Japan and in the Asian markets. In fact, the majority of the sales of leading network marketing companies such as Amway or Herbalife are in their foreign markets. This doesn’t mean that there are not still tremendous opportunities in the United States. It merely means that they are also great overseas opportunities.

Q: What is stacking?


A: Stacking is a terms used by network marketing companies to describe a distributor’s attempt to manipulate compensation in the marketing plan by placing members of his or her household or family in the downline sales structure. It is frowned upon, and most companies have rules that are intended to discourage the practice of stacking.

Q: If it sounds too good to be true, is it?


A: Yes!


Section 8: In Search of a Good Company?

Are you looking for a direct selling company to join? Don’t know where to start? Here is a list of the largest known direct selling companies from the Direct Selling Association:

Achievers Unlimited, Inc.PRIVATE 

West Palm Beach, FL

(561)835-3777

Nutrition


Act II Jewelry, Inc. – Lady Remington

Bensenville, IL

(630)860-3323

Fashion Jewelry



AdvoCare International

Dallas, TX

(972)831-1033

Nutritional Products for Weight Management and Sports Performance


Alliance U.S.A., Inc.
Carrollton, TX 

(972)969-6400

Nutrition, Skincare and Cosmetic Products



Alfa Metalcraft Corporation

Stamford, CT

(203)363-0331

Cookware, Multi-Cooking Systems


American Communications Network
Troy, MI

(248)528-2500

Long Distance Service, Debit Calling Card, Pay Phones, 

Amway Corporation
Ada, MI

(616)787-6000

Homecare, Home Tech, Nutrition and Wellness, Personal Care 


Applebrook Family Enrichment Network
Fremont, MI

(616)924-7113

Parenting, Nutritional Products



Art Finds International, Inc.
Indianapolis, IN

(317)248-2666

Art


Artistic Impressions, Inc.
Lombard, IL

(630)916-0050

Art



Assured Nutrition Plus
Greenville, OH

(937)548-7713

Nutrition, Weight Management


Avon Products, Inc.
New York, NY 

(212)282-5101

Cosmetics, Skincare, Fragrance, Jewelry, Decorative Accessories, Giftware, Toys/Games 

Body Wise International, Inc.
Carlsbad, CA

(760)438-8977

Nutritional Products


BrightIdeas, Inc.
Reading, MA

(781)942-3075

Children's Educational Software and Learning Tools



Busy Woman's Daily Planner
Snowflake, AZ

(520)536-7705

Time Management Programs


Charmelle

San Francisco, CA

(415)284-1684

Costume Jewelry and Accessories



Colesce Couture, Inc.
Dallas, TX 

(214)631-4860

Lingerie/Sleepwear


Color Me Beautiful

Chantilly, VA

(703)471-6400

Cosmetics, Skincare



Conklin Company, Inc.
Shakopee, MN

(612)445-6010

Personal Care Products, Homecare Products


Cookin' the American Way
Grandview, MO

(816)966-2222

Cookware



The Country Peddlers & Company of America, Inc.
Alsip, IL

(708)597-1085

Decorative Accessories, Country Collectibles
Creative Memories
St. Cloud, MN

(320)251-7524

Photo Albums, Album Supplies



CUTCO/Vector Corporation
Olean, NY

(716)372-3111

Cutlery, Kitchen Tools and Accessories


Direct Nutrition, Inc.

Dallas, TX

(214)553-7733

Nutritional Supplements, Personal Care, Autocare



Discovery Toys, Inc.
Livermore, CA

(510)370-3400

Toys/Games, Books, Childcare Products, Educational Materials, Videos
DK Family Learning
Orlando, FL

(407)857-5463

Education, Reference, Hobby Books, Videos, CD-Rom



Doncaster
Rutherfordton, NC

(704)287-4205 

Clothing, Fashion Accessories


DS-MAX U.S.A. Inc.
Irvine, CA

(714)587-9207

Books, Business Products, Plants/Foliage, Toys/Games, Giftware, House and Kitchenware



Dudley Products, Inc.
Kernersville, NC

(910)993-8800

Cosmetics, Fragrances, Skincare, Haircare


Eagle Distributing Company, Inc.
Fishers, NY

(716)924-2150

Fire Alarms/Extinguishers, "Child Finder" Window Decals



Electrolux Corporation
Atlanta, GA 30339

(770)933-1000

Vacuum Cleaners, Homecare Products


Enrich International
Orem, UT

(801)226-2600

Nutrition, Dietary Supplements and Personal Care Products



ENVION International
Nashua, NH

(603)881-7873

Nutrition, Personal Care


Enviro-Tech International
Las Vegas, NV

(702)262-5555

Autocare, Cleaning, Skincare, Nutrition, Animalcare/Food



Equinox International
Las Vegas, NV

(702)877-2287

Nutrition, Dietary Supplements, Weight Management, Water Treatment Systems, Skincare  
Excel Communications, Inc.
Dallas, TX 75231

(214)863-8000

Long Distance, Paging



Finesse
Memphis, TN

(901)528-0430

Jewelry


ForYou, Inc.
Loris, SC 

(803)756-9000

Nutrition, Haircare, Skincare and Bodycare



FreeLife International
Milford, CT

(203)882-7250

Nutrition, Skincare


Golden Neo-Life Diamite International
Fremont, CA

(510)651-0405

Nutrition, Homecare, Skincare, Water Treatment Systems, 



Golden Pride International
West Palm Beach, FL

(561)640-5700

Nutrition, Weight Management, Health/Fitness, House and Kitchenwares, Water Treatment 
Herbalife International
Los Angeles, CA

(310)410-9600

Weight Management, Nutrition, Personal Care, Fragrances



Highlights for Children, Inc.
Columbus, OH

(614)486-0631

Educational Materials


Home & Garden, Inc.
Marshall, TX

(903)935-4197

Pottery, Art, Decorative Accessories, Candles



Home Interiors & Gifts, Inc.
Dallas, TX

(972)386-1000

Decorative Accessories, Giftware


The Homemaker's Idea Company
Elk Grove Village, IL

(708)860-5452

Decorative Accessories



House of Lloyd, Inc.
Grandview, MO

(816)966-2222

Christmas Decorations, Giftware, Decorative Accessories, Toys/Games


Hsin Ten Enterprise USA, Inc.
Westbury, NY

(516)338-8600

Health/Fitness



Hy Cite Corporation
Madison, WI

(608)273-3373

Cookware, Crystal/China, Water Treatment


Intelligent Nutrtients
Minneapolis, MN

(612)617-2000

Nutrition, Functional Foods



Interior Design Nutritionals
Provo, UT

(801)345-9000

Nutrition, Weight Management


Interstate Engineering
Anaheim, CA

(714)778-5700

Vacuum Cleaners



Jafra Cosmetics International, Inc.
Westlake Village, CA

(805)449-3000

Skincare, Cosmetics, Fragrances


Jeff Campbell HomeLife Systems
Jackson, CA

Homecare



Jeunique International, Inc.
City of Industry, CA

(909)598-8598

Cosmetics, Lingerie/Brassieres, Nutrition, Skincare, Jewelry, Accessories
Kids Only Clothing Club, Inc.

Calgary, Alberta

(403)252-9667

Clothing and accessories for children and adults



The Kirby Company
Cleveland, OH

(216)228-2400

Vacuum Cleaners


Kitchen Fair
Jacksonville, AR

(501)982-0555

Cookware, Decorative Accessories, House and Kitchenwares



Kizure Products Company, Inc.
Compton, CA

(310)604-0032

Haircare


The Learning Journey From World Book
Chicago, IL

(312)876-2213

Education



Learning Wonders
Palm Desert, CA

(800)537-7227

Education


LifeLink, LLC
Idaho Falls, ID

(208)528-8292

Food, Personal Care, Nutrition, Household Products



The Longaberger Company

Newark, OH

(740)322-5000

Decorative Accessories, House and Kitchenwares


Longevity Network, Ltd.
Henderson, NV

(702)454-7000

Nutrition, Skincare, Haircare, Personal Care, Fitness Apparel and Equipment



Market America, Inc.
Greensboro, NC

(910)605-0040

Personal Care, Nutrition, Homecare, Autocare, Photography, Cosmetics 
Mary Kay, Inc.
Dallas, TX

(972)687-6300

Cosmetics, Skincare, Fragrances



Masterguard Corporation
Dallas, TX

(214)651-7300

Heat and Smoke Detectors, Fire Extinguishers


Melaleuca, Inc.
Idaho Falls, ID

(208)522-0700

Nutrition, Personal Care, Homecare



Metabolife International, Inc.
San Diego, CA

(619)490-5222

Nutrition, Skincare


Multiples At Home
Dallas, TX

(214)638-3367

Women's Apparel



Muscle Dynamics Fitness Network, Inc.
Torrance, CA

(310)715-8036

Health/Fitness, Nutrition, Weight Management 


National Telephone & Communications, Inc.
Irvine, CA

(714)251-8000

Long Distance Service



Natural World, Inc.
Scottsdale, AZ

(602)905-1110

Haircare, Homecare Products, Nutrition, Skincare


Nature's Own

Stratford, CT

(203)380-0000

Nutrition, Skincare



Nature's Sunshine Products, Inc.
Provo, UT

(801)342-4300

Herbal Products, Vitamins, Food Supplements, Skincare 
Nest Entertainment, Inc.
Irving, TX

(214)402-7100

Bible Video Tapes, Videos, Audio Tapes, Educational Materials



New Image International, Inc.
Georgetown, NY

(502)867-1895

Weight Management, Nutrition


Newone Cosmetics Corporation
Los Angeles, CA

(213)930-1701

Skincare, Cosmetics, Nutrition



Nikken, Inc.
Irvine, CA

(949)789-2000

Sleeping Systems, Nutrition, Skin Care


Noevir USA, Inc.
Irvine, CA

(714)660-1111

Skincare, Cosmetics, Nutrition



NSA
Memphis, TN

(901)366-9288

Nutrition, Air Filters, Water Treatment Systems, Educational Materials


NuCare International
Oklahoma City, OK

(405)525-8211

Health/Fitness, Nutrition



Nu Skin International, Inc.
Provo, UT

(801)345-1000

Haircare, Nutrition, Skincare


Oriflame U.S.A.
Los Alamitos, CA

(714)229-1160

Skincare, Cosmetics, Fragrances, Nutrition



Oxyfresh Worldwide, Inc.
Spokane, WA

(509)924-4999

Dental Hygiene, Skincare, Animalcare, Nutrition, Haircare, Homecare, Personal Care 
The Pampered Chef, Ltd.
Addison, IL

(630)261-8900

House/Kitchenwares, Cookware



Pangea, Ltd.
Roswell, GA

(770)998-9181

Nutrition, Skincare


PartyLite Gifts, Inc.
Plymouth, MA

(508)830-3100

Candles and Candle Accessories



Personal Creations Gift Shows, Inc.
Burr Ridge, IL

(630)655-3200

Personalized Gifts


Petra Fashions, Inc.
Danvers, MA 

(508)777-5853

Lingerie/Sleepware



Pola U.S.A., Inc.
Carson, CA

(310)527-9696

Skincare, Cosmetics, Haircare, Fragrances


Premier Designs, Inc.
Irving, TX

(972)550-0955

Jewelry



Primerica Financial Services
Duluth, GA

(770)381-1000

Financial Services, Insurance, Mutual Funds, Loans


Princess House, Inc.
Taunton, MA

(508)823-0711

Decorative Accessories, Crystal/China, Cookware, Tableware



PRP Wine International, Inc.
Elk Grove Village, IL

(847)290-7800

Wine


RACHAel International
Apopka, FL

(407)814-0222

Skincare, Haircare, Cosmetics, Nutrition



Regal Ware, Inc.

Kewaskum, WI

(414)626-2121

Cookware, Premiums, Water Filtration Systems


Reliv' International, Inc.
Chesterfield, MO

(314)537-9715

Nutrition, Personal Care



Rena-Ware Distributors, Inc.
Redmond, WA

(425)881-6171

Cookware


Rexair, Inc.
Troy, MI

(810)643-7222

Vacuum Cleaners, Homecare Products



Rexall Showcase International

Boca Raton, FL

(561)994-2090

Health/Fitness, Nutrition, Water Treatment Systems, Personal Care


Rich Plan Corporation
Utica, NY

(800)243-1358

Food/Beverage, Home Appliances



The Right Solution

North Las Vegas, NV

(702)399-4328

Health/Fitness, Nutrition, Weight Management


RMC Group, Inc.
Charlotte, NC

(704)393-1860

Skincare, Nutrition, Fragrances, Cosmetics



Saladmaster, Inc.
Arlington, TX

(817)633-3555

Cookware, Tableware


Seaborne, Inc.

Alpharetta, GA

(770)663-6633

Nutritional Products



The Secrist Company
Midland, MI

(517)832-6414

Dolls, Collectibles


Shaklee Corporation
San Francisco, CA

(415)954-3000

Nutrition, Health/Fitness, Personal Care, Skincare, Homecare, Water Treatment Systems



ShapeRite
Sandy, UT

(801)562-3600

Nutrition, Personal Care


Society Corporation
Muncie, IN

(317)289-3318

Cookware, Crystal/China, Cutlery, Tableware, Water Treatment Systems, Juice Extractions

The Southwestern Company
Nashville, TN

(615)391-2500

Books, Educational Materials


Sportron International, Inc.
Plano, TX

(972)509-1234

Nutrition, Weight Management, Skincare, Homecare



The Story Teller
Salem, UT

(801)423-2560

Felt Books, Educational Materials, Cassettes, Toys/Games


Success Motivation Institute
Waco, TX

(254)776-1230

Self-Improvement, Time Management



Sunrider International
Torrance, CA

(310)781-3808

Nutrition, Skincare, Personal Care, Cosmetics, Household Products


Symmetry Corporation
Milpitas, CA

(408)942-7700

Nutrition, Weight Management, Skin Care



Table Charm Corporation
Markham, Ontario

(905)470-7861

Cookware, Tableware


Tarrah
West Palm Beach, FL

(561)640-5700

Skincare



Tiara Exclusives
Dunkirk, IN

(765)768-7821

Decorative Accessories, Tableware


TOTALlink International Group
Concord, Ontario

(905)761-0222

Spray-Ceuticals, Skincare, Weight Management



Totally Tropical Interiors, Ltd.
Calgary, Alberta

(403)291-5800

Fabric plants, trees, Floral arrangements, Decorating accessories


TPN, Inc., The Peoples Network
Carrollton, TX

(972)860-0400

Self-Improvement Program



Tupperware Corporation
Orlando, FL

(407)826-5050

House and Kitchenwares, Toys/Games, Kitchen Tools


United Consumers Club, Inc.
Merrillville, IN 46410

(219)736-1100

Group Buying Services



U.S. Safety & Engineering Corporation
Sacramento, CA

(916)482-8888

Security Systems/Devices


USANA, Inc.
West Valley City, UT

(801)954-7200

Nutrition, Skincare



Usborne Books at Home

Tulsa, OK

(918)622-4522

Books


Vantel Pearls in the Oyster, Inc.
Foxboro, MA

(508)698-2220

Pearl Oysters, Pearls, Jewelry



Vita Craft Corporation
Shawnee, KS

(913)631-6265

Cookware, Crystal/China, Cutlery, Tableware, Water Treatment Systems


Viva America Marketing, Inc.
Costa Mesa, CA

(714)645-6100

Nutrition, Skincare, Weight Management, Fitness



Watkins Incorporated
Winona, MN

(507)457-3300

Food/Beverage, Health/Wellness, Personal Care, House Cleaning Products


Weekender USA, Inc.
Vernon Hills, IL

(847)478-0077

Clothing



The West Bend Company
West Bend, WI

(414)334-2311

Cookware, Water Treatment Systems


Wicker Plus, Ltd.
Germantown, WI

(414)255-7377

Decorative Accessories



The Workshops of Gerald E. Henn
Warren, OH

(330)824-2575

Baskets, Pottery, Woodenware/Decorations 


World Book, Inc.
Chicago, IL

(312)258-3850

Encyclopedias, Educational Materials



Youngevity, Inc.
Dallas, TX

(972)239-6864

Nutrition







