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Abstract 

Pyramid Power: 
Network Marketing Leaders' Accounts of 
Professional Development and Success 

Douglas Black 
Doctor of Education, 1999 

Department of Adult Education, 
Community Development, and Counselling Psychology 

Ontario lnstitute for Studies in Education of the 
University of Toronto 

Millions of people from al1 walks of life in North America and in over 125 

countries worldwide participate in a phenomenon called network marketing, or 

multi-level marketing. Yet very few researchers have examined the topic, 

perhaps because of the stigma attached to it. Media reports frequently feature 

"exposés" about people involved in network marketing, and often condemn the 

entire sector as a scam. But what are the differences between pyramid 

schemes and network marketing enterprises? How does the industry operate? 

What do people have to Say about their involvement in the industry? 

For this qualitative inquiry I explored the industry through both an extensive 

review of pnor research and published literature, and through the words and 

stories of network marketing leaders. Interviews with elite members of the field 

i i 



were conducted by and published in a leading trade magazine. I examined 33 of 

these interviews (with 40 individuals) to answer questions about how and why 

people become involved in this industry; the challenges they face in their work; 

how they overcome those challenges; and what they consider to be the keys to 

their success. A wide range of network marketing companies and personal 

backgrounds is represented in the inquiry. 

Critics denounce the industry on several grounds, including that it: is immoral or 

unethical; involves controlling recruits in a cult-like manner; encourages 

materialism and greed; is a pyramid scheme in disguise; does not provide an 

income for most members; is extremely difficult to succeed in; destroys 

friendships and other relationships; and that it commercializes friendships. In 

this thesis, I complicate these criticisms through an examination of both the 

views of industry proponents and the interviews with leading members of the 

field. lnterspersed with these discussions, I use vignettes featuring a fictitious 

character whose adventures in network marketing offer an alternative way of 

describing the experiences of elite participants in the industry. Thus, several 

layers of experiential understandings, information, and critique about the topic 

are intennroven throughout the thesis. 
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CHAPTER 1 

INTRODUCTION 

Each night in cities and towns throughout North America millions of people 

gather in groups. The groups range in size, from a few people meeting in a 

private home, to thousands of people shouting and chanting in a rented hotel 

meeting room or auditorium. It has been argued that they are members of cults 

(Butterfield, 1985) but that is perhaps too strong a description. 

The gatheren prefer to cal1 themselves participants in a phenornenon known 

variously as Multi-level Marketing, Network Marketing, Cooperative Marketing, 

Consumer-Direct Marketing, Interactive Distribution. The People's Franchise, 

Relationship Marketing (Rice, 1999), Consumer Linking, and by many other 

names. Organizations that operate in this manner are also called, disparagingly 

and (usually) incorrectly, pyramid schemes. Readers unfamiliar with these terrns 

will undoubtedly recognize the names of the juggernauts of the industry: Amway, 

Shaklee. Tupperware, and Mary Kay. 



Estimates of the number of participants in organizations such as these range 

from 5 million to 40 million, in the United States alone (Clements, 1997; Nichols, 

1995). In Canada, over 1 million people are involved in direct selling-mostly in 

"network marketing" (the terni I shall use throughout), according to one source 

(P. Theriault, personal communication, July 9, 1999). Many of them are very 

committed to a particular Company and pursue its mandate with unrïvaled 

enthusiasm. Millions more have been involved in the past, and ended their 

involvement for various reasons, not infrequently with bitter results. (Who has 

not had an uncle or a friend of a frïend who was involved and either got "burned" 

as a result, or perhaps "struck it rich"?) 

In spite of the passion that this phenornenon generates, and the pervasiveness 

of these organizations, there is a dearth of research on both the industry as a 

whole, and the people involved on a daily basis. This study seeks to redress 

some of that shortage through the description and exploration of the words and 

stories of people considered successf ul in these ventures. 

What's Ahead? 

In this inquiry, I present information and stories about network marketing. 

Several chapters open with a vignette-the continuing saga of "Julien and her 

en rollment, tribulations, and eventual successes as a network marketer. Julie is 



a fictional character, based on my own experiences and obsewations of the 

industry. Her story represents a common set of experiences for newcorners to 

the industry, though certainly there are rnyriad ways to enter network marketing, 

and very few members become highly successful. Vignettes are followed by 

sections providing more background and context for discussions of infomation 

gathered from interviews with industry leaders. Thus the details about the 

phenomenon and its operating methods will be laid out throughout the various 

chapters. Presentation of the infomation is interwoven with analysis and 

discussion of related literature. 

Chapter 1 introduces Julie, and also provides some background information 

about why and how I conducted the inquiry. In Chapter 2, 1 explain the 

differences between illegal pyrarnid schemes and network marketing 

organizations that operate within the law. In Chapter 3, 1 introduce the people 

whose interview statements I will examine in the report, and I describe their 

reasons for joining network marketing f i n s .  Next, in Chapter 4, 1 outline a 

series of challenges and difficulties that this group of people faced in the early 

stages of their networking endeavours. Chapters 5 through 7 consist of a 

discussion of criticisms made about the network marketing industry: Chapter 5 

describes moral or ethical criticisms; Chapter 6 outlines the views of critics who 

believe the industry is merely made up of pyramid schemes; and Chapter 7 

reviews criticisms about how relationships are affected by involvement in 

network marketing. In Chapter 8, I begin with a discussion of the history of the 

industry, and then describe how leaders in the field have overcome the 



challenges they faced. The keys to success that were relayed by the people in 

my inquiry are outlined in Chapter 9. For the final chapter, Chapter 10, 1 tie 

together much of the earlier discussion and make predictions about the future of 

the industry. After the list of references, an Appendix describes some of the 

details of the rnethods used in the inquiry, and the final pages of the report 

contain a Glossary of industry terminology. 

Many people may be interested in reading a report about network marketing. In 

discussion sections of chapters, I will explain the "data," but the text is not 

loaded with jargon, convoluted teninology, or unexplained concepts, and is 

written to be accessible to a wide audience. This audience might include those 

who are curious about the network marketing industry and are seeking more 

information to help them decide whether or not to become involved. It may also 

include veterans of the field who are interested in learning about issues 

described by network marketing leaders. Readers of Upline, a trade publication, 

are also likely to be interested in this text. Finally, this work may be of interest ta 

academic researchers, as it represents the most comprehensive compilation of 

prior research on this industry to date. 

Readers are asked to make meaning from the evidence, some of which leads to 

paradox, and readers will not always be able to make a simple interpretation, but 

are encouraged to reflect. The words of people actually working in the field are 

given prominence. But to begin, let me introduce . . . Julie. 



Meet Julie: A Vignette 

As Julie pulled her car into the hotel parking lot, she wondered: What am 1 doing 

here? I'm no business type. Her car ("in its Golden Yearsn), sputtered to a stop, 

and as the engine ran on for a second after the key was removed, Julie 

remembered: 1 want to drive a car that makes me feel safe. One with airbags 

and good brakes-one that doesn't run-on al1 the damn time! 

The roar of the nearby highway was silenced as the heavy doon of the lobby 

closed behind her. Thick carpet softened her steps as she glanced around, 

looking for a due as to where the meeting was being held. How did / get into 

this ? 

A few nights ago, Julie had been relaxing in front of the television when the 

telephone rang. 

"Hello Julie, it's Mike . . . you know, your cousin." 

Mike never calls me. What could have happened? "Hi Mike, is everything 

okay?" Julie asked, her voice betraying her worry. 

"Oh sure, everything's great! Couldn't be better! I guess we haven't seen 

each other since last Thanksgiving, eh?" 

"Yeah, that's right. How have you been?" inquired Julie. 

"Great!" Mike replied, nearly shouting the word. "1 can't talk long tonight, 

but I just called to invite you to take a look at a new, uh, venture that I am 

involved with. I know you are real good with people and I thought you might 

want to check it out. Are you free on Thursday night?" 

Venture? What does that mean? This feels strange? Wh, well, what's this 

venture called?" said Julie cautiously. 

Well, it's a great opportunity, and the Company is kinda new in the area. 
People are making a lot of money at it, and, well, you should just corne and have 

a look for yourself." 



"Does it have a name? It sounds like one of those pyramid schemes," 

responded Julie. God! 1 can't believe Mike would get involved in something like 

that. And why is he calling me? 

"No, no, it's not Iike that. It's perfectly legitimate and everything. The 

Company is called Acme Nutritionals. Have you heard of it?" asked Mike. 

"1 don't think so," replied Julie. "What do they sell?" 

"Well, you don't really seIl anything . . . but I really think you should just 

corne to a meeting and check it out for yourself. You can't judge it right unless 

you see the whole presentation, 'cause it's a visual sort of presentation, so you 

have to see it." 

How can l get out of this tactfully? "1 don't know, Mike. You know I'm not 

really a business person. And I don't have any money to invest." 

"Hey, I'm an electrician, remember?" said Mike. "You don't have to be a 

business tycoon to do this, and you don't need a lot of money, either. Why don't 

you just come to one meeting and al1 your questions will be answered. Can you 

corne on Thursday night?" 

"Welt . . . ." 
"Trust me, Julie," Mike inserted. "1 wouldn't ask you if I thought there was 

anything fishy going on, or if I thought you would be wasting your time. I'm sure 

you could use some extra money for sornething." 

Al1 right, al1 right! 1 guess 1 should be supporlive of Mike. "1 suppose I 

could come by your house after work," Julie offered. 

"Actually, the meeting is at a hotel-the Travelwise up on Highway 27. You 

know the one? But that's better, 'cause we could have a drink after the meeting 

and get caught up," Mike said encouragingly. 

A hotel? That's weird. "All right, what time is it at?" said Julie. 

"Seven o'clock. l'II Save you a seat, and l'II keep an eye out for you. So l'II 

see you on Thursday?" 

"Okay, l'Il see you at seven. Bye, Miken 

Three nights later, Julie found herself walking down the hotel hallway. She 

followed the sound of chattering voices, and soon saw a group of about 30 



people milling about, many with water glasses or notepads in their hands. 

Cheeiy bunch. 1 wonder how much of that is real? Then she noticed the name 

tags-Hello, My Name 1s. . . . Do 1 have to Wear a name tag? Can't l just sit in 

the back and be incognito? No. 1 guess Mike wi// see me and want to sit with 

me. Where is he, anyway? "Julie!" She heard her name called, and recognized 

Mike approaching from inside the meeting room. 

"Glad you could make it," he said heartily. Not too strong now Mikey, he 

thought. Don't ovewhelm her on the first night. "We should get you registered 

and get you a name tag." He turned to the table to the left of the doorway. 

"Kate, this is my guest tonight, Julie . . . Julie, meet Kate." 

"Nice to meet you Kate." Why is there a cash box? "1s there an entrance 

fee?" 

"No, no. don? worry about it," said Mike: "Guests are always free." 

"How much do other people pay?" Julie asked. 

"Five dollars-it's not for profit. though, just to cover the costs of the room," 

offered Mike. He thanked Kate for the name tag and moved toward Julie to stick 

the tag on her shirt. fumbled awkwardly for a moment, then handed the tag to 

Julie, who slapped it on her shirt below her collarbone. Mike thought: She's not 

your high school prom date! Relax! "1 like your outfit," he said to break the 

silence. 

"Thanks," replied Julie. "You must have just corne from a meeting with your 

banker," she said, pointing to his suit. 1 don't think I've ever seen Mike wearing a 

suit and tie before. He looks rather odd. 

"Oh. this? Well no, actually, I was on a site al1 day and just went home to 

change. I sort of like to look more business-like around this group." 

So dressing like an electrician is not good enough for this crowd? Julie 

glanced around the room and noticed that most of the men were wearing suits, 

or shirts and ties, and the women were mainly in dresses. A couple of people 

were wearing jeans. 

"We should go inside. Things are just about to start, and I saved us some 

really good seats near the front," Mike said excitedly. 



So much for being incognito. "Okay, lead the way," replied Julie. trying to 

match Mike's enthusiasm. Well, here we go, let the brainwashing begin! 

Why Explore Network Marketing? 

The controversy surrounding network marketing makes it unsurprising that few 

scholars have undertaken to research the phenornenon. Nevertheless, the 

degree of suspicion and anger directed at the industry by some people. and the 

massive size of the industry, seern to cal1 for research to be carried out. One 

industry advocate calls it the "most misunderstood industry" (Clements, 1997). 

Some statistical data about network marketing can be gleaned from information 

gathered by the Direct Sellers Association of Canada (DSA-C), which is linked to 

51 corresponding national DSA bodies worldwide. The DSA-C is a national 

trade organization and lobby group that represents "direct selling companies and 

their affiliated independent sales persons who market and distribute products 

and services directly to the consumer" (Direct Selling Association, 1998). Over 1 

million Canadians are involved in direct selling companies that are members of 

the DSA-C. Because not al1 direct sales companies are members, the total 

number of people involved in the industry in Canada might be substantially 

higher, perhaps 1.3 million, or more. Combined with the 9.3 million direct sellers 

estimated to be working in the United States, the total reaches over 10 million 



people active in the industry in the United States and Canada. These numbers 

are difficult to estimate accurately, partly because many participants in the 

industry are members of more than one direct selling firm at the same time. 

Others enroll with several organizations in quick succession, looking for a 'better 

deal" (Clements, 1997). 

In terms of customers of direct selling organizations, one of the rare empirical 

studies on the industry-a nation-wide survey conducted in the United States in 

1987-found that 92% of respondents had made a purchase from a direct sales 

Company, 57% of them in the past year (Peterson, Albaum, & Ridgway, 1989). 

In 1979, a survey was used to determine that "in a 30-day period, 53% of adult 

Americans are solicited at home by a direct independent sales representative 

and 15% buy something" (Sales and Marketing Management, 1979, p. 85). 

Another researching team remarks that "some contact with a direct sales 

organization seems to be almost a universal experience among adult American 

women" (Connelly & Rhoton, 1988, p. 245). 

Direct sellers do some door-to-door sales of products such as vacuum cleaners, 

but the great rnajority are instead active in network marketing companies. The 

distinction is nicely explained by Neil Offen, President of the DSA in the United 

States (US-DSA): 

Direct selling means the sale of a consumer product or service 
face-to-face, away from a fixed retail location. Multilevel Marketing 
or network marketing is just one thing: an innovative compensation 
system within direct selling companies. So, both an old-fashioned 
Avon lady and a high-tech Amway distributor are direct sellers. The 
key difference is the number of levels. In Avon, you profit only from 



a single level-your own sales. That's a straight direct selling 
organization. In Amway and other multilevel companies, you can 
make rnoney not only from your own sales efforts but also from the 
sales efforts of those people you have personally recruited-then 
from the people they recruit. and so on. (Fogg, 1998, p. 14) 

Offen points to the recent rapid and dramatic changes in the direct selling 

industry in North America. In 1990, the industry was approximately 25% multi- 

level and 75% single-level. The US-DSAts 1997 figures indicate a complete 

reversal of those numbers, to 79% multi-level and 21% single-level. In the 

United States over 80% of distributors are in rnulti-level operations (Direct 

Selling Association, 1 999). 

These independent distributors are mainly women who work part-time and seIl 

products one-to-one in private homes. In 1997 their sales in Canada exceeded 

$1.5 billion; the number of people involved in the sector has almost doubled in 

the last 10 years (Direct Selling Association, 1998). Furthermore, the variety of 

people involved in the industry is as great as can be imagined; for example, five 

Amway distributors have day jobs as members of the United States Congress 

(Vlasic, Harbrecht, & Regan, 1996). Clearly, in spite of the wariness toward the 

industry, more and more people are trying their hand at network marketing. But 

wh y? 

One possible explanation is that recent economic forces have resulted in millions 

of people losing their jobs, rnany of them in middle management. After exploring 

the few available options, some of those people have chosen network marketing. 

"Downsizingn has been a prevailing concept in the 1990s, and the inability of 



governments to effect an increase in the employment rate in spite of an 

improved economy has led to the common scenario of public officials promoting 

entrepreneurism and suggesting that people need only pull themselves up by 

their bootstraps to take care of their needs. The emphasis has certainly been on 

pushing people to look out for themselves, rather than on govemment job 

creation. In the late 1990s in Ontario. the Conservative govemment has 

encouraged a political climate that punishes those who are without work, yet 

offers little hope beyond vague allusions to self-employment in the 

technologically advanced global market. 

Despite improvements in Canada's economic picture, the gap between rich and 

poor continues to increase. In a rapidly changing market economy, people seek 

alternative means of income. and network marketing often fills that need. 

Conceivably, it does so partly because there are few other ways to earn rnoney 

without investing large amounts of capital, and partly because of the nature of 

the work: home-based, with flexible hours, factors especially important to 

parents. At the same time, the trend toward home-based businesses aligns with 

a move to spending more time at home, away from outside interruptions-what 

some have called ucocooningn (Popcorn, 1991). 

The desire to eliminate a long commute, to spend more time with family, and to 

choose one's own work hours and CO-workers has likely contributed to the 

swelling of the network marketing ranks. Similarly, the move toward 

"downshifting." or simplifying one's life, may have played a role in the 



phenornenon (Saltzman, 1991). Ironically, this trend is in opposition to the 

Ontario government's predilection for fast-paced, technological entrepreneurism. 

In fact, it could conceivably be argued that network marketing represents a new 

form of capitalism, one that counters monopolistic concentration of economic 

power in too few hands. 

Network marketing is also creating a tremendous demand for adult education. 

With the overall trend toward greater numbers of people operating businesses 

from their homes, the need for training and education is shifting away from large 

corporate providers to local, neighbourhood-based operations (Kalench, 1990). 

Network marketing leaders insist that education and training are the keys to not 

only personal success in network marketing, but also to cleaning up the 

industry's image (Clements, 1997). A small inroad has been recently made in 

this area, as what is claimed to be the first university-creditable course in 

network marketing was recently offered in Los Angeles through the auspices of 

the London School of Business (Laggos, 1999). With an estimated 350,000 

people joining network marketing organizations worldwide each week (Fogg, 

1998), there will be increasing demands for high quality adult education 

programmes to serve the sector. In fact, the demand for materials and training 

in one subset of adult education, personal growth and development, is so strong 
, 

that one industry expert claims that network marketers purchase more of those 

materials than any other group (J. Fogg, personal communication, July 7, 1998). 

One network marketing Company attempted to capitalize on this strong dernand 



by creating a satellite television channel exclusively devoted to personal growth 

and motivational programming (Helliker, 1995). 

Finally, research on network marketing is important simply because of the tumult 

that seems to accompany the industry. Many people feel that their lives have 

been ruined, their families and other relationships destroyed, and homes lost- 

al1 because of network marketing. However, many other people, with just as 

much passion, argue that their lives have been saved, family ties and other 

relationships strengthened, and their new homes paid for-all thanks to network 

marketing. In fact, the president of the United States Chamber of Commerce 

contends that the industry can help liberate entire countries by enhancing free 

enterprise (Anonymous, 1996). And at least one network marketing Company 

espouses a philosophy that airns to create "health and happiness, peace and 

prosperity for every person, place, and thing on Earthn (Stull, 1995. p. 60). 

Although this report does not have such lofty aspirations, I do think that if the 

experiences of participants can be enhanced through better knowledge, 

education. and understanding of the factors that contribute to success in the 

industry, then fewer people will be harmed in the punuit of their dreams. And 

the dreams, worries, problems, and joys of network marketers are part of a 

broader collective human pursuit of betterment for oneself and one's family, 

whether economic or othenivise. 



The goal behind the writing of this text, therefore, was to explore and illuminate 

the words of people who are successful in network marketing in an effort to 

close a gap in the knowledge base. It was also my intent to seek more 

questions about this understudied field, for, as Marshall and Rossman (1995) 

contend, 'often the primary research goal is to discover those very questions 

that are most probing and insightfuln (p. 27). 

How the lnquiry was Done 

This section begins with a discussion of the choice to use the analytical process 

of qualitative inquiry for this project. Following that are discussions of ethical 

considerations and my position in relation to my research. 

The inquiry focused on the experiences and stories of a 'samplen of people 

involved in the network marketing industry. The paucity of research on this 

activity pointed strongly to the need for qualitative research, which has as one of 

its strengths the ability to explore and describe little-known phenomena (Glesne 

& Peshkin, 1992; Marshall & Rossman, 1995). Furthermore, my inquiry was 

aimed at understanding the experiences of people involved in network 

marketing, and the context of their activities-concepts that are better suited to 

qualitative than quantitative research. Qualitative research is now well 

established in the social sciences, especially in education, and Wolcott (1990; 



1994) argues that there is no longer a need ta defend qualitative methods in 

general. 

Marshall and Rossman (1995) maintain that one of the data collection 

techniques appropriate for exploratory research is that of "elite interviewingn (see 

also Dexter, 1970). They also suggest that "document analysisn is a fitting 

method for descriptive research. Although their distinction between exploratory 

and descriptive purposes for research is a little too sharp, I followed their 

suggestion in terms of methods. Elite interviewing is characterized as interviews 

with "the influential, the prominent, and the well-informed people in an 

organization or community" (Marshall & Rossman, 1995). It has advantages in 

terms of the quality of information and knowledge that the interviewees can 

impart about their area of expertise. Disadvantages can include problems of 

access to the elites, and the tendency for them to attempt to control the 

interviews. 

Document analysis is a form of secondary research that involves examining 

documents that already exist (Stewart & Kamins, 1993). One of the advantages 

of this technique is that it is generally nonreactive, or unobtrusive-an effective 

way to avoid "othering" research participants (Marshall 8 Rossman, 1995; see 
I 

also Webb, Campbell, Schwartz, & Sechrest, 1966). Research with available 

data is also time and cost efficient, one of the reasons for its popularity 

(Singleton, Straits, Straits, & McAllister, 1988). 



Thus for several reasons-access to dites. unobtrusiveness, and efficiency-l 

chose to use published interviews that have not been previously analyzed rather 

than conducting new interviews myself. My approach to the inquiry process can 

be summed up in the words of Locke, Spirduso, and Silverman (1987): "The 

researcher may begin with some preliminary questions in mind . . . but otherwise 

must attempt to bring as few presumptions and as little preconceived structure to 

the study as possiblen (p. 84). 

The Published Interviews 

After much research in the trade publications and self-help books published in 

the network marketing industry, I was fortunate to discover a set of documents 

that was well suited to rny interests-both in its context and its ability to provide 

answers to my research questions. A trade publication entitled Upline (1998) 

publishes each month a selection from an ongoing series of elite interviews. 

Established, successful rnembers of the network marketing field are asked a set 

of questions, and their answers are published in each edition of the magazine. 

What seems particularly unusual in this case is that the same six questions are 

asked of each respondent, a format that the journal has been using for more 

than two years. 

The questions posed to the interviewees are both specific to the experience and 

history of the individuals, and broad enough to cover many aspects of the 



industry in general. The participants are diverse in a number of ways: they are 

associated with a wide range of companies: they came from many different parts 

of North America and overseas; and they seem to be relatively diverse in terms 

of sex and "race." 

The six questions asked of interview participants are: 

How did you first gel involved with network marketing, and what were 

you doing at the time? 

What challenges did you face when you started network marketing? 

How did you overcome those challenges? 

What would you consider to be the keys to your success? 

What is your success philosophy? 

What is the best thing about network marketing for you? 

Respondents typically gave wide-ranging answers, often beyond the frame of the 

question. They often had strong opinions, and, apparently, they were not 

hesitant about sharing them. The 33 interviews under consideration in my 

inquiry were published in 1997 and 1998 and included people who worked in a 

wide variety of occupations before getting involved in network marketing. 



An Ethical Consideration 

Given that the interviews used in the study were published in the public domain, 

questions of the ethical treatment of respondents are reasonably straightforward. 

The participants knew that their comments would be published and that their 

personal information would be available to anyone. Biographical information is 

provided along with each published interview, but I do not discuss this aspect of 

people's lives in rny inquiry. Although I did not directly contact the interviewees, 

to improve readability I use the terms "interviewees." "respondents," and 

"participantsn in various places throughout this report. Note, tao, that 7 of the 33 

interviews were conducted with couples, and both partners responded to the 

questions posed; thus, the total number of participants in my inquiry is 40. In 

every case, I provide the name of the exact person to whose words I am 

referring. 

The study, therefore, was fomulated to undertake a textual analysis of the 

narratives of elites in the field of network marketing. I did this with an eye to 

letting the words of participants lead the way through the multiple and contingent 

meanings of their stories. 



Some Constraints 

Although the interviews used here offer many advantages to my inquiry, using 

thern has certain consequences that must be addressed (Creswell, 1998). For 

example, the standardkation of the interviews is both a convenient organizing 

structure and a limiting choice-one that disallows spontaneous responses to 

the interview situation. "Perhaps the most important general rule that applies to 

the use of available data, irrespective of the source. is that the researcher must 

reconstruct the process by which the data were originally assembled" (Riley, 

1963, p. 252; see also Stewart & Kamins, 1993). Therefore, several questions 

must be asked about the data and these are discussed in detail in the Appendix. 

lnterviewing highly successful network marketing leaders inevitably means that 

in many ways they act as "cheerleaders" for the industry. In fact, for many of the 

participants, their livelihoods depend on the continuing operation of both their 

particular companies and the industry as a whole. Thus, they are generally very 

enthusiastic about the sector. As a researcher. one of my analytical processes 

required taking on the role of critic, questioning the stances of the intenriewees. 

Although I have taken their words at face value, I have also tried to gel "behindw 

what they said, in an effort to provide a counterpoint to their positive biases 

toward the industry. Accordingly, although I believe that respondents' strong 

beliefs enhance the richness of the interviews as a source of data, I have 



outlined the views of critics of the industry in three full chapters, Chapters 5 

through 7. 

Mv Backaround in Network Marketinq 

A few words about my own position and relationship to the inquiry process are in 

order (Glesne & Peshkin, 1992; Locke et al., 1987). The roots of my investment 

in this area began many years ago when I was attending high school in 

Saskatchewan. Through my friendship with a rather daring schoolmate, I 

became involved with an illegal pyramid scheme. Thinking I could become rich 

and set myself up for life, I invested my hard-earned savings of $2,200 in the 

hopes of finding two more such keeners to do the same and walk away with over 

$17,000. This was a popular scheme that swept through the prairie provinces 

(Stinson & Saunders, 1997). 1 attended several informal meetings in people's 

homes, and held one in my parents' home (when they were away on holiday). 

Meetings were held every week or two, and on a couple of occasions the host 

prepared a meal for attendees. We knew that what we were doing was illegal. 

and took steps to avoid infiltration by police officers-for example, we never left 

a paper trail of information about ourselves; instead we displayed the pyramid 

hierarchy by using wooden matches on a coffee table. In the event of a police 

raid, we would have simply gathered up the matches and insisted that we were 

merely a group of friends having coffee together. That possibility had an aura of 

danger, and was rather exciting, though no one ever spoke much about it. I 



avoided that conversation too, partly because I was attempting to act older than I 

was at the time. For example, for the meeting I hosted in my parents' home, I 

rather foolishly attempted to hide my family name from guests by covering up the 

mailbox. which had Our name prominently displayed. (In our pyramid meetings, 

we used only first names.) When guests that day asked about the house, I told 

them it was mine-a lie they could have easily detected with a quick glance at 

the furniture or paintings, and the family photos on the wall. 

Needless to Say. I was not successful, not least because almost everyone I knew 

was in high school, and had very little money to spend. I did know of one fellow. 

only a couple of yean older than me, who had successfully graduated from the 

pyramid, collecting his money. Eventually, I figured out how to better play the 

game, and invested $500 in a second, less costly pyramid, in which I 

successfully recovered most of my initial loss. Then I stopped. 

Over the years, I occasionaliy turned my eye toward some new venture or 

another. I heard the jokes about Amway, and 1 thought (mistakenly) that Bob 

Hope was involved and had made millions of dollars by "getting in early." I also 

paid attention when Amway expanded into Poland, as I knew a Polish-Canadian 

woman who toyed with the idea of returning to her home country to take 

advantage of the rapid growth that Amway inevitably experiences when entering 

a new market. Indeed, 40.000 people became distributon in the first month of 

operation in Poland (Rock, 1 995). Once du ring my undergraduate student 

years, a couple of friends took me to a hotel meeting where a network marketing 



company was pushing its wares. I recall the rush of excitement as we calculated 

the potential riches that the company's plan could generate. It was a new 

company, expanding across Canada province by province, and we felt pressure 

to get in on the ground floor. We briefly toyed with the idea of joining, but none 

of us did, though my friends did purchase the company's introductory . 

membership package of information. The reality of our lives and our circle of 

contacts at the university (mine were mostly involved in leftist politics) led us to 

conclude that we could not recruit enough people who would be willing to 

purchase $60 or more per month from the company's rather limited line of 

products. I had indeed leamed something from my earlier experience with the 

illegal pyramid. 

Over a decade later, in the mid-1990s, a friend joined Amway and persuaded me 

to join too, at least to examine the company from the inside. After two months of 

attending meetings and rallies (including one at Toronto's SkyDome, with 

approximately 14,000 people in attendance), I terminated my contract with the 

company and received a refund for the products that I had initially purchased. 

Having been reintroduced to the industry, I heard about a Company that operates 

in a manner more suited to my tastes, whereby customers order directly from the 

company through a toll-free line, products are shipped directly to one's door, and 
I 

commission cheques are not hand-delivered by other distributors but are, 

instead, mailed directly from company headquarters. The company, Melaleuca, 

has a line of products such as vitarnins and herbal supplements, and several 



that feature Melaleuca ail, or tea-tree ail, a substance originating in Australia that 

seems to have become popular for its antiseptic and anti-fungal properties. 

The beginning stages of the process of becoming a member of Melaleuca were 

rather difficult. I exerted a tremendous amount of energy and time engaged in 

an intemal, psychological debate. For the first time, I was taking seriously the 

possibility of pursuing network marketing as a source of income, and t had 

trouble reconciling my background in social justice/feminisVleftist politics with the 

perceived greed and naked capitalism of this industry. Learning more about the 

field, coupled with trepidation about my growing debt resulting from government- 

supplied student loans, led me to make a commitment to Melaleuca. 

I actually exerted some effort toward my new distributorship, enrolling several 

people and attending meetings for quite some tirne. As my experience and 

knowledge about the industry grew, the initial excitement evolved into an 

awareness of the tremendous amount of effort, and ability to handle rejection 

that this business requires for success. That realization, combined with a 

growing understanding of the size and complexity of the industry, caused me to 

re-examine my commitment. Although I was generally impressed with 

Melaleuca, I eventually came to the conclusion that the Company was not a 

perfect match for me and I stopped promoting it and its products. I am no longer 

a distributor with the Company, though I still keep in touch with corporate 

developments and occasionally purchase its products. Eventually, the people 

whom I had recruited, or sponsored into the business al1 resigned their 



distributorships as well. (In industry jargon these people are known as my 

downline and I as their upline; see the Glossary on page 304 for explanations of 

industry terms.) 

Finally, I took a bit of a gamble and became a member of a start-up company 

that had a much simpler product line and organizational structure. 1 recruited 

several people for this organization, called Omni, which unfortunately soon 

suffered from the effects of poor management decisions. After the company 

made yet another badly executed change in direction I realized that not only did I 

disagree with the management. but that the company itself was doomed to 

eventual extinction-probably sooner rather than later. Therefore, I tenninated 

my membership in the Company, informed my srnall downline of my decision, 

and have since had no further involvement with any network marketing company. 

My position toward network marketing in general is that there are many viable, 

honest, genuine cornpanies that operate on this model; there are also many that 

cross the line in terms of integrity or legality. Legal issues will be discussed in 

the next chapter. Although I would consider joining a network marketing 

company in the future, it would only be after much research, careful assessment, 

and personal enjoyment of the company's products or senrices. I have become 

very sceptical of ground floor opportunities and of companies that have not 

established a track record. But I do believe that the underlying concept of 

network marketing is sound, and that it may someday become just as accepted 

as franchising. (In fact, the history of franchising has some parallels to network 



marketing. as will be discussed in Chapter 10). However, it is not my role to seIl 

anyone on the concept, and indeed I am not wholly convinced that the industry 

will ever climb far enough out of the hole that it has dug itself into to become 

accepted by most people. 

My approach to the inquiry was therefore guided by what McGuire calls 

'methodological empathy." Methodological empathy means "seeing things as 

believers see them and using their categories of thought in the organization of 

experience. . . . [however]. it is not necessary to agree with a perspective in 

order to understand itn (as cited in Singleton et al., 1988, p. 297). 



Julie Gets lnterested 

"What do you Say we go grab a beer?" Mike asked Julie after the meeting 

had ended. "We can gel caught up." 

"Well, I don? know, it's getting a bit late," said Julie hesitantly. 

"We won? stay long. You haven't forgot how to drink beer have you?" 

"No, I haven't," Julie laughed. "Okay, but l'II just have a half pint, 'cause I 

have to drive home." It would be good to get caught up. And maybe 1 can ask 

him about what that guy said during the meeting. 

As they settled into the chairs of the hotel's bar, Mike asked: "So what did you 

think of the meeting?" 

"It was al1 right, I guess," offered Julie. 

"Oh, corne on! You must have more to Say than that." 

"Well, I thought it was kind of . . . hokey, in parts." 1 guess it was not as 

bad as 1 was expecting. 

"Yeah, sometimes it is that way," Mike agreed. "Especially Andrea. She 

can go a bit over the top." 



"Some of it was a bit ovemhelming. I really did not understand al1 those 

numbers-it got kind of jumbled by the end. But I wanted to ask you what was it 

that tall guy said about choosing a path?" asked Julie. 

"Ravi is his name. I love to hear him talk; he's pretty good, eh? It's one of 

my favourite lines, too: '1s your fear of loss greater than your desire for gain?'" 

Julie recognized the line. "That's it. That one really made me think. I missed 

the next five minutes of the presentation just running that one around in rny 

head. It makes you think about some of the choices you've made in your life." 

Like why do 1 spend so much time watching the damn TV! 

"So what did you think about some of the products and the compensation 

plan?" asked Mike. 

"Well, I'm not really a sales type, you know, but I guess the products seem 

pretty good. I know lots of people these days are saying we should take more 

vitamins and eat more fibre and vegetables. And the people who went on stage 

to talk about them seemed to like them a lot." 

"Yeah, and those testimonials are real," Mike enthused. "1 sure have 

noticed an improvement in myself from taking these products. I'rn not as tired al1 

the time as I used to be." Don? forget to focus on the products-not so much on 

the business. 

"You do seem to have more energy tonight. but I thought maybe it was just 

the pyramid thing getting you pumped up." 

"Oh, they hate when people cal1 it a pyramid scheme," Mike said hastily. 

"It's not, you know. Didn't Ravi's explanation clear that up for you?" 

Boy, he sure is sensitive about his new business! "Sort of, but what does 

the government think?" asked Julie. 

"The Company checked it al1 out with the government before they got 

started, and everything is fine. You have to have real products, and with the 

rnoney-back guarantee on the products, it is al1 perfectly legal; whereas with a 

pyramid scheme, you can't get your money back." 

"I see," Julie said while sipping her beer. He seems to know quite a bit 

about this business. 



"So what do you say? Are you interested in trying the business, or at least 

trying the products?" Yuck! What a dumb way to ask her that! 

"Well. as I said, I'rn not really a business type." But what about my 

dangerous. old car that 1 want to replace? 

"Julie, you know me. and you know that I'm no Bill Gates myself. But I've 

been involved in Acme Nutritionals for four months now, and I've been getting 

some results, and a little bit of money back from the Company. Not a lot, mind 

you, but I figure in a few months I could be making three hundred dollars a 

month. That's not going to make me rich like Ravi, but it is nothing to sneeze at 

either. And it was only forty-nine bucks to get the introductory kit. Couldn't you 

use some extra money to fix up the house or for your kids or something?" 

"Sure I could, Mike. Who couldn't? But I can't see myself standing on 

stage and talking in front of a room full of people like Ravi or Andrea. It's just 

not me." 

"But that's not the way it works. see. You just do like I did, and write down 

the names of everyone you know, then me and my sponsor, Sandra, will help 

you cal1 them and have them over for coffee and she will do a presentation for 

them. You don't even have to talk! And that works better, 'cause she knows 

what to Say and can answer al1 their questions better than you or I can. l'II give 

you al1 the support you need, and the Company has lots of training materials, 

and next month is a special training seminar for new people. Anyway. I'rn 

babbling. But really, you don? have to be slick to do this business." 

"1 don't know." 

"How about that old clunker of yours? I thought you said at Thanksgiving 

that you wanted to get a better car . . . with ABS brakes or something?" Mike 

probed. 

"Yeah. I sure could use a new car. I hate that car!" C'mon Julie, what are 

you afraid of? It's only forty-nine dollars. "Well, let me think about it. l'II talk it 

over with Barry. and l'II cal1 you next week. okay?" 

"Okay, I don't want to pressure you. But give it some serious thought. and 

if you have any questions, feel free to cal1 me. I know it was a jam-packed 

presentation, but it isn't that complicated once you get the hang of it." 



"All right. I shoufd get going. Thanks for the beer, Mike." 

'No problem. Are you parked out back? l'II walk out to the car with you," 

offered Mike. 

"Thanks." 

As they said goodnight in the parking lot, Julie thought: So much for getting 

caught up about our lives! 1s this how it always is when business enters a 

relationship? Well, it was good to see Mike so enthusiastic about something. 1 

guess 1'11 talk to Barry about it. After al/, we did agree we wanted to go south for 

a vacation next winter . . . 

Pyramid Schemes 

In the above vignette, Julie's fear of becoming involved in a pyramid scheme can 

be seen as a common reaction to being invited to examine a business 

opportunity by an acquaintance. Many people even cal1 network marketing 

cornpanies pyramid schemes, failing to distinguish between legal entities and 

illegal scams. But what exactly are the differences? This chapter describes 

thern in detail. 

The network marketing sector has met with scepticism and suspicion since its 

earliest days, and that reaction has been reinforced by publicized reports of 

government-ordered legal action taken against network marketing companies. 

Many of the govemments' efforts in this legal jurisdiction have been directed at 

so-called pyrarnid schemes, which are illegal in many countries, including the 
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United States and Canada (Competition Bureau: lndustry Canada, 1996). (See 

Chapter 8 for a discussion of the history of pyramid schemes.) There has been 

a recent resurgence of these schemes in the Toronto area (often in upscale 

areas), with a particular emphasis on women's inrestment clubs, or muffin or 

cookie clubs as the cover story used to hide the true nature of the scheme 

(Stinson & Saunders, 1997). Over 100 women in the Greater Toronto Area were 

arrested in the spring and summer of 1998 for being involved in pyramids, and 

the popular media have increased their coverage of these incidents. The August 

1998 issue of Chatelaine magazine describes a typical pyramid called "Women 

Helping Wornen," that required an initial investment of $5,000 and promised 

participants would reap a reward of $40,000 after only a short time. "Investorsn 

were required to recruit two other women to join the "club" (Vaz-Oxlade, 1998). 

Although none of the media repoits estimates numbers of participants in these 

pyramid schemes, the number of women that I personally know who are 

involved, or have been asked to join, indicates that many thousands or tens of 

thousands of women have been recruited. Although some women enter these 

schemes fully aware of the illegality and the potential risks, some do not know 

that the club they have joined is illegal, and are shocked when they leam the 

truth. But as one writer notes, as part of a discussion of confidence schemes in 

general, some people get conned precisely because they think they cannot be: 

The first mistake most people make is to believe that they can't be 
conned. If you don't think you're capable of being scammed right 
now, wake up and smell the coffee. You don't have to be old, 
greedy, needy, lonely, or stupid to be taken to the cleaners. 
(Whitlock, 1997, p. x; see also Singletary, 1998a) 



Many pyramid scheme participants suspect that the enterprises are illegal, but 

do not press the issue. Most are disappointed and angry when their particular 

pyramid faits to generate the promised riches-and because they have lost their 

"investment." I know of one woman who joined a second pyramid after 

"graduating" from an earlier one (and receiving $40,000). ARer the new pyramid 

collapsed, because of media and police attention or because of the difficulty in 

finding new players, she received phone messages from a participant below her 

in the pyramid demanding retum of his $5,000 investment-and threatening to 

kill her if she did not comply! 

This anger is often generalized and applied to network marketing companies, 

most of which also have a hierarchical structure that takes the shape of a 

pyramid. Thus, one of the sources of the deep mistrust of, and stigmas about, 

network marketing is former participants who have lost money in illegal pyramid 

schemes. The problem is compounded by unscrupulous people who promote 

network marketing as a get rich quick scheme, and recruit new members by 

promising unrealistic earnings for very little effort. This has the effect of clouding 

the distinction between the legal and illegal operations, resulting in the charge of 

being a pyramid scheme being made indiscriminately against virtually every 

network marketing Company. 

Government investigators are aware of the differences, which are often subtle, 

between illegal pyramid schemes and legitimate network marketing enterprises. 



However. many pyrarnid operators attempt to disguise their schemes as lawful 

network marketing companies to avoid detection by government authorities 

(Coward, 1998). This deception is often successful because the lack of 

resources avaitable to government officiais, and the great number of schemes 

(which often come and go rather quickly), make it difficult for timely legal action . 

to be taken. Thus, many of the hucksters and pyramid operators are able to 

convince prospective recruits that they are running a legal Company merely 

because they have been in operation for so long without prosecution. Another 

problem, identified by Stockstill (1985), is that inconsistent legislation and 

enforcernent make it difficult to generalize about the features that distinguish 

legal from illegal ventures. Moreover, the variety of enforcing agencies often 

use different tactics when developing cases against offending companies. 

One of the consequences of the close association of confidence games (cons) 

with network marketing is that the government is pressured to investigate not 

only pyramid schemes proper, but also network marketing companies. Some 

network marketing companies do operate very close to the line of what is 

considered illegal. The resulting media attention toward court cases involving 

large companies (such as the well-publicized case involving Amway in the 

1970s) serves to perpetuate the cycle of suspicion, and to elicit further calls for 
s 

government intenrention. 



ldentical Twins? 

What are the differences between pyramid schemes and legal network 

marketing companies? The simplest distinction can be made between 

companies that seIl a real product, for a fair market value, and those schemes 

that have no product at all. For example, the muffin clubs mentioned above 

have no real product: the muffins, cookies, or "investment opportunityn serving 

merely as a thin veneer to disguise the illicit nature of the plan (Juth-Gavasso, 

1985). The entrance fees are never invested in stocks or any other type of 

growth vehicle, but are instead used solely to pay ofi the graduating members at 

the top of each pyramid. New members pay the fee and gain the right to recruit 

more rnembers. When a certain number of people have joined below them, they 

leave the pyramid along with their exit bonus (Stinson & Saunders, 1997; 

W hitlock, 1 997). 

A common pyramid in the 1990s has required an entrance fee of $5,000 in a 

structure four levels deep (Vaz-Oxlade, 1998). The payout to the "graduating" 

person on the top level is therefore $40,000. Imagine that "Sandran joins a 

pyramid already in progress. She must find two recruits for her first level- 

"Miken and "Deena." Then Mike and Deena also each find two new mernbers, 

resulting in four on Sandra's second level. Note that although Sandra has joined 

a previously functioning pyramid, with dozens or thousands of people above and 

beside her position, in actuality each new person becomes the leader of her or 



his own separate pyramid, and can safely ignore al1 the people who would 

theoretically be alongside or above every position. 

Sandra's pyramid is complete when the four members on her second level (Julie, 

Carlos, F red, and Alice) each recruit two new people. Therefore, in the following 

diagram, in a perfect situation al1 eight new members (on the bottom row) join by 

paying $5,000 each, for a total of $40,000, al1 of which goes to Sandra at the top 

of the pyramid. 

Sandra now exits the pyramid, leaving behind Mike and Deena in the top 

position of two separate pyramids. After one more round of recruiting, both Mike 

and Deena will follow Sandra's example and exit with their new riches. Another 

way to think of the scheme, used by participants in many countries in the 1980s, 

is to imagine an Airplane Game. Sandra is the Pilot, and Mike and Deena are 

her two Co-Pilots. Then the plane needs four Flight Attendants, and the flight is 



complete when eight Passengers corne aboard. Everyone receives a promotion. 

and the Co-Pilots move up to pilot two separate Airplanes. 

Sounds easy? Wanna get rich quick? Well, thousands of people think so and 

join pyramid schemes every day. However, it is not always easy, and few people 

actually collect the money and leave the pyramid feeling happy. There are many 

pitfalls in this kind of scheme-most common of which is that it is difficult to 

recruit new memben. Most people are very wary of pyramid schemes, and have 

heard media reports or stories from friends or relatives who have gotten hurt by 

them. And not very many people have $5,000 lying around waiting to be 

invested in an untried plan. When people start having difficulty recruiting, the 

pyramid begins to lose steam; however, it is the momentum, excitement, and 

hype that must drive a pyramid forward if one is to succeed in reaping the 

promised reward (Whitlock, 1997). 

As I write these words, I am thinking of an acquaintance who just this month 

threw in the towel on her $2,500 investment in a Women's Club. The collapse of 

her pyramid was not hard to predict, since she joined as a CO-member with 

another woman, splitting the entrance fee between thern. To me. this signals 

that the people higher up in the hierarchy were getting desperate, and once 
, 

people are willing to bend entry requirements and make allowances for 

who are having a hard time recruiting new memben. the slope is slippery 

people 



The requisite hype and enthusiasm are well documented by Fitzpatrick and 

Reynolds (1997), who describe what they cal1 the "New Age Watergate." The 

New Age community, starting in South Florida, was entranced in 1987 by a new 

game called the lnfinity Game, or the Prosperity Seminar. Using the analogy of 

the airplane, it soon became known simply as the Airplane Game, and spread 

rapidly throughout Florida and many other cities in the United States. One 

estimate is that nearly twenty thousand people got involved, and within 

approximately six weeks lost $15 to $20 million in South Florida alone. The 

entrance fee for new Passengers was $1,500 and the payout for graduating 

Pilots was $12,000. Participants in the scheme, especially early on, felt that the 

discourse of the game fit well with the messages of prosperity that were popular 

at the time in the New Age community, and they chose personal pseudonyms 

such as Harmony, Truth, or Heightened Endeavor as an indication of their belief 

that the game was beneficial for everyone. As the game spread beyond the New 

Age membership, later entrants gave themselves such names as Stingray, Top 

Gun, and Goldfinger-a signal to some founding members that the tenor of the 

game had changed. In spite of the warnings, however, Fitzpatrick and Reynolds 

contend that most members were not aware that the game was illegal. or 

deceived themselves into believing that it was not. When the newspapers 

announced that a local Sheriff had laid charges, the pyramid began collapsing, 

although some of the more audacious members jumped into a Super Game, 

which had a higher $5,000 entrance fee and a $40,000 payout. The lnfinity 

Game incident embarrassed the New Age community, and resulted in much self- 



directed loathing and re-examination of principles for members of the 

community. 

Variations on a Scheme 

The straighfforward pyramid schemes outtined above are fairly easy to spot but 

there are many variations that can be much more subtle and difficult to detect. 

As noted earlier, pyramid schemes are often disguised as legal network 

marketing businesses to avoid detection by the authorities. There are many 

ways to do this and dozens of new operations are started each year. I will 

describe only a few variants. 

Most pyramid schemes today tie themselves to a token product or service that is 

allegedly valuable on its own. A popular one in 1998 was called Pentagano, 

ostensibly headquartered in ltaly and "approved" by the ltalian government. 

Participants received three certificates for a $1 80 entrance fee, and then "sold" 

these certificates to new recruits. The recruits did the same and so on for seven 

generations, until the first participant's name was on the top of the list, whereby 

he or she expected to receive over $1 00,000. Other schemes of this kind deal in 

gold or silver coins, and include complex systems designed to persuade 

members that their money has been invested in these valuable commodities. 



Another recent invention is the fake Discount Club. In this scheme, members 

receive a plastic card, and perhaps a catalogue of products or a list of 

companies that will honour the discount card. Annual club membership fees 

may be in the range of $300-for a service that turns out to be bogus, or for 

discounts that anyone can receive even if they do not have the discount card. 

Thus, the true purpose of the club is not to offer unique discounts to its 

members, but to give members the right to enroll more members. 

More common perhaps. are those programmes that offer pseudo products. 

Laundry disks that allegedly clean your wash without soap, or new miracle health 

products that can cure diseases-both have formed the basis of network 

marketing companies that were, in reality, pyramid schemes (Cook, 1999). 

Another method is to offer educational audio tapes, books, reports, or seminars 

as the product itself. Often these products are motivational in nature, helping to 

spur members on to greater accomplishments in their recruiting. However, it is 

impossible to put a dollar value on products of this nature; thus, some of these 

operations charge hundreds or thousands of dollars for run-of-the-miIl products 

that are similar to items costing only tens of dollars elsewhere. 

Finally, the most difficult schemes to detect are those that attempt to operate as 

legitimate network marketing companies but which have features of their 

compensation plan or their method of operating that make them illegal. The 

flamboyant Glenn Turner and his Koscot lnterplanetary Cosmetics scheme is 

one example from the 1970s (Harden, 1987); another is Holiday Magic-also a 



cosmetics Company, which cost investors over $250 million (Smith, 1984). More 

recent examples from the 1990s include Ornnitrition, and Equinox. In Canada, 

legislation designed to stop deceptive marketing practices, including pyramid 

schemes, falls under the Competition Act. According to the Competition Bureau 

(1996), it is illegal to: 

pay money for the right to receive compensation for recruiting new 

participants; 

require a participant to buy specific products before he/she is 

allowed to join the plan; 

seIl unreasonable quantities of the product or products to 

participants (this practice is called inventory loading); and 

refuse to allow participants to return products on reasonable 

commercial terms. (p. 2) 

The main questions one should ask before joining a company as distributor are: 

Is this a legitimate product that people would want to purchase, even at the retail 

price, without the attached business opportunity? Does the company have a fair 

buy-back policy, typically 90 to 100% of the purchase price for unwanted or 

unsatisfactory products? Does the plan require you to purchase a huge supply 

of inventory to begin working? In other words, avoid cornpanies that may have 

genuinely useful products but stilt cross legal boundaries by placing too much 

emphasis on recruiting or headhunting (Competition Bureau: lndustry Canada, 

1998; Smith, 1984; Stockstill, 1985). or by pressuring new members to load up 

on inventory. 



Ponzi Schemes 

Finally, a different form of pyramid plan, known as a Ponzi scheme, is worth 

mentioning. In 1920, Charles Ponzi began offering investors a tremendous 

retum-$1,000 would become $1,500 in only 90 days (Munns, 1997; Whitlock, 

1997). He claimed to have discovered a way to benefit from the exchange rate 

on international postal reply coupons, which he would buy and seIl overseas. 

After delivering on the 50% return, in even shorter time than promised, word 

spread quickly and people were eventually lined up at his door waiting to invest. 

In a short time, he had made millions of dollars profit by running the scam that 

eventually bore his name-using new investors' money to pay fictitious interest 

offered to previous investors. Eventually, he was arrested, and thousands of 

people lost their money. 

Dozens of modern versions of the Ponzi investment scheme have been tried, 

and although many of the operators have been arrested, the schemes remain 

popular. One woman in Alaska convinced investors that she had discovered a 

way to offer huge returns by buying unused frequent-flier bonus coupons from 

major suppliers (Richards, 1998). She claimed to generate profit by simply 

repackaging the bonus miles as discount tickets and then selling them to retail 

customers. However, there were neither bonuses nor tickets involved, and she 

merely paid off prior investors with money from new ones. A particularly 

repugnant Ponzi variation that also operated recently in the United States had 



charitable organizations invest their money into an allegedly philanthropie 

organization, whose operators claimed to be able to find philanthropists who 

would match donations, thus allowing the money to be invested and a generous 

return given to the charities. Unfortunately, the operators lied. 

Ponzi schemes can be very complex, and some are able to avoid regulatory 

scrutiny for many years. Furthemore, they sometimes do more than rnerely 

damage a few people's pocketbooks. The Bank of Credit and Commerce 

International (BCCI) bank scanda1 in the United States is an example of the 

large amounts of money and sophisticated operations that are sometimes 

involved (Morgan, 1996). In the same vein, in the early 1990s people began 

jumping into Ponzi schemes in the newly capitalist country of Albania. By 1996, 

90% of Albanian families, amounting to more than half the population had joined 

these schemes, many of which operated under the guise of charitable 

foundations, some of them seemingly sanctioned by the government (Demick, 

1997). Nightly caravans of police cars picked up the bags of money from one 

operator's home, lending an air of credibility to the scherne. People sold their 

homes and livestock to come up with more cash. "By some estimates, 

Albanians have surrendered up to $2.75 billion in cash-an amount equivalent to 

the nation's entire gross national product and twice the government's annual 

budgetfi (p. Al). 

The collapse of the schemes drove many Albanians back into dire poverty, and 

led to armed rebellion against the government . . . and finally, civil war. Similar 



large Ponzi schemes have operated in Romania, and more recently, in Russia 

(Done, 1997). 

Clearly, a great many people join pyramid schemes, and they come from al1 

walks of life. One can speculate that they become involved because they see an 

opportunity to make a substantial amount of money in a short time, with little 

effort. Those hoping for a quick road to riches are almost always disappointed, 

often within the first or second month. An equally varied group of people join 

legitimate network marketing companies for the same reason, as well as for 

several other reasons. The next chapter introduces a group of people who were 

interviewed about their experiences in network marketing, and outlines some of 

their reasons for joining. 



CHAPTER 3 

WHO JOINS, AND WHY? 

If Only I Had A .  . . 

Julie's experience is a common one: relatives or friends often invite people to 

take a look at a new venture that they have become involved with. Some 

estimates suggest that approximately 30,000 people join a network marketing 

organization each week in the United States (Salter, 1997), leading to the 

questions of who are these joiners, and why are they attracted to companies of 

this kind? Robinson (1997) outlines a series of reasons people might give for 

joining: 

For some. it's becorning a niillionaire. For others, it's being able to 
earn enough extra income to pay off bills or make that special 
purchase of a car. boat, or home. For yet others, the goal is to 
bring families drifting apart back together. Or, the drearn is about 
enabling a spouse to be at home with the children in an era when 
too many of our children are alone and at risk. Some join the 
business to make new friends. to help others succeed, or to teach 
and mentor young people. Some join so they can stand on their 



own. Others join because they want to be part of a team. Some 
join so they can irnprove their quality of life. Others do it in the 
hopes of building a secure retirement. Some join with nothing to 
prove, having already achieved great success in other occupations. 
Some join with everything to prove: "l'm the one who can make this 
work!" (p. 94) 

One of the few surveys conducted on this industry (as cited in Biggart, 1989), 

undertaken in 1976 by Louis Harris and Associates on behalf of the US-DSA as 

a random, representative survey of 1 ,O1 5 households in the United States, 

revealed that nearly 16% of respondents had worked in the field of direct selling. 

(According to Juth-Gavaçso (1985). this figure rose to 20% in 1982.) In 8% of 

homes, someone had been actively involved in direct selling during that year, 

and, in one in four homes, someone had been involved in the past. Of course, 

since 1976 the number of people engaged in the industry has approximately 

tripled and a shift has occurred away from single-level direct selling to multi-level 

selling. Therefore, these proportions may well have changed. 

In the same survey, questions were asked about education level, income, and 

religious and political beliefs. Eighty percent of people doing direct selling were 

women. Biggart (1989) sums up the survey results: "The people who were 

rushing toward direct selling in the 1970s were largely women who embraced 

traditional beliefs. They were persons of modest education and few credentials 

in families of middling incorne" (p. 50). The survey also found that the racial 

composition of distributors reflected the population of the United States as a 

whole. As an example of the diversity of distributors, one author points out that 

Shaklee even has a number of Amish and Mennonite members; they receive 

horse-drawn buggies instead of luxury cars as incentives (Dunkel, 1995). Others 
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note that Black distributors represent approximately 12.5% of the industry as a 

whole, a somewhat higher ratio than in the general population (Brown, 1992). 

and they may even sell, on average, more volume of products than do Whites 

(Angelo, 1 993). 

More recent figures from the US-DSA show that the proportion of female 

distributors in the United States has declined to 73% (P. Theriault, President of 

DSA-C, personal communication, July 9, 1999). However. the DSA of Canada 

maintains that 81% of Canadian direct salespersons are female, though the 

organization here is using older figures (Direct Selling Association, 1 998). 

Twenty-six percent of distributors are male, and about 18% work as couples or 

two-person teams. The great majority, 81 %, work their businesses part-time 

(Direct Selling Association. 1 999). 

Some writers have observed a change in the backgrounds of new entrants to the 

industry. "The new wrinkle is the type of women being drawn into the business. 

College-educated. White-collar. Lawyers, doctors, corporate executives- 

newcomers driven by an entrepreneurial bent and the desire for a saner, more 

flexible work schedule" (Dunkel, 1995, p. 46; see also Mehta. 1995). This may 

be caused in part by the appeal of newer companies such as Discovery Toys, 

which promotes educational toys, and Bright Ideas, which offers in-home 

demonstrations of educational software. But even traditional network marketing 

companies are drawing more professionals, such as physicians, teachers, 

lawyers, and business executives to their ranks. As mentioned earlier, five 



members of the United States Congress spend their off-work time as Amway 

distributors (Vlasic et al., 1996). 

As described in Chapter 1. interviews with successful network marketers are 

published each month in a trade magazine entitled Upline (1998). My research . 

involved analysis of the words of 40 leaders in various network marketing 

organizations, published up to October 1998. Participants held a wide variety of 

jobs prior to becoming full-time network marketen. The largest single 

occupational group was people who owned their own business-followed by 

Realtors. Both of these occupations generally require independence and 

initiative, and provide an understandable link to network marketing. However, 

the overall majority of participants came not from these two groups, but from a 

wide range of other occupations-nurse, physician, lawyer, pizza deliverer, 

engineer. dental hygienist, police dispatcher, stockbroker, and so on. Some 

came from fields related to particular network marketing products. such as 

natural foods and health. while others had no prior occupational relationship to 

the product, and worked in careers such as electrician, airfine employee, 

advertiser, and secretary. Two of the interviewees were retired. two more called 

themselves full-time parents, and three identified themselves as unemployed 

when they entered the network marketing industry. The next section discusses 
I 

some of the reasons for joining that people described during interviews. 



Needed More Monev 

Interviewees gave several reasons for joining network marketing organizations. 

Most common was a statement that they needed or wanted money, as can be 

seen in the words of the following participant: 

We were a couple with three young children, my husband worked 
extremely hard-often traveling-and the family needed some 
additional income. (Marijke) 

Other respondents were more specific about their financial needs, for example 

wanting to enjoy retirement. or facing the desperate situation of a bankruptcy. 

We were ready to enjoy our retirement and spend time together. 
But besides money for the basic expenses, we just had nothing. 
And that's something I didn't expect. I didn't think after working 
hard our whole lives that we would have little or nothing to show for 
it. (Belva) 

We wanted that residual income, so when it came time to retire, we 
would have enough to live on. It's almost impossible to build up a 
good retirement program in the normal world, and rny business 
wasn't doing well either. To be honest with you, the whole thing 
was going downhill fast. Between taxes, employees, insurance, 
and the government. I was lucky to still be in business at all. Who 
knew how long the luck would hold? The financial situation was 
really starting to get bad. (Bob) 

I became a pharmacist in 1972, then, after a couple of years, went 
into the carpet business. I ended up growing a chain of carpet 
stores, 12 in western Canada and one in the United States.. I did 
that for 17 years, but in 1994, 1 went bankrupt due to a change in 
the economy. My wife and I lost everything. I was 47 years old at 
the time, very depressed, and very scared-l was looking for a way 
to get back on my feet to enjoy the lifestyle that I had been 
accustomed to. I couldn't find anything, and then a friend of mine 
introduced me to network marketing. I joined a Company for a 
month. but I wasn't very successful. So I went to the market and 
researched 30 companies. (Geoff) 

I had the largest brokerage firm in Canada when the mortgage 
market got wiped out. I was forced into bankruptcy and had to find 



an altemative-the only thing I could do with no capital was network 
marketing. I was able to generate a very quick income, and get on 
my feet relatively quickly. I haven't looked back since. (Ron) 

The material conditions of life often drive the decisions that people make, and 

the choices that they have available. Some interviewees expressed concern 

with rising debt, which, sirnilar to bankruptcy, is difficult to overcome without 

other sources of capital. One of the arguments made in favour of network 

marketing is that it generally requires very little capital investment to begin 

working. Some companies are entirely free to join, while others charge $30 to 

$100 for a membership package (which often includes a fairly high quality 

binder, colour literature, and audio or video tapes). Many U.S. states and 

Canadian provinces require that product purchase be optional for new mem bers, 

though often companies offer an introductory package of products for new 

members at a reduced price, and enrollers sometimes pressure new recruits to 

purchase such a package. Even so, a person can start a new distributorship for 

under $500. and can essentially be in business the same day, possibly selling 

products and turning a profit within hours. Although this scenario is uncornmon, 

the contrast with the start-up process for more conventional businesses is 

obvious. 



Bureaucracv Bites! 

The conventional business environment has other characteristics that people 

often find problematic. The bureaucratic environment is often mean-spirited, 

sexist, or bloated, as the following respondents described. 

In corporate America, the price you pay to be successful is pretty 
high. If you want to continue to climb that corporate ladder, you 
have to sacrifice al1 the things that mean something to you. Your 
relationships are sacrificed, your family is sacrificed, and ultimately 
you end up being the sacrifice. That was happening to me. (Liz) 

I'd had traditional jobs in advertising and outside sales, but I was 
always paid less than guys were, I was always working overtime I 
wasn't paid for, and the promotions would go to men with families 
even though I was taking care of my mom. My first introduction to 
network marketing was Amway in 1976. 1 liked the concept, got 
involved, did everything my sponsor said, and went deeply into 
debt. But even though I didn't get anywhere, the concept made so 
much sense to me that I couldn't leave it alone. (Lauren) 

We are both doctors. Medicine is really a super profession. There 
are so many things to like about it, but the list of things to like 
becomes smaller every day. We are our own bosses less and less. 
We have so much bureaucracy and red tape to deal with that 
sometimes we think we are civil servants with a medical degree. 
(Narendra) 

A couple of other interviewees pointed out that running their own small business 

was not necessarily the answer, because, like many other owners, they found 

the time commitment onerous, or they found a paiticular industry distasteful. 
* 

We'd been in traditional business for over ten years and in that time 
period we had over eight different businesses. What we 
experienced from being in business is that the business runs you; it 
literally owns you. Plus, what we found was that small business 
owners' time was almost non-existent, and the financial rewards 
were not necessarily there. So we went on a journey to find 
something to fiIl that void. (Elizabeth) 



I was CO-owner of a residential real estate company. We had sold, 
in the previous decade, almost 900 million dollars worth of real 
estate, but I just got sick of the business. I got out in 1990, and 
began looking, for five and a half years, for something to do. I went 
through our'entire fortune trying to find that thing-what to do when 
I grew up. My parents thought I was crazy. My friends thought I 
was crazy-because my company was doing quite well in real 
estate. But, my wife and I made a decision that it was more 
important for us to do sornething that we liked than to make money 
and lose Our souk. (Brian) 

It is not unusual to hear people complain about their jobs: they work long hours; 

have no time for their families; want out of the rat race; think they could run 

things better if they owned their own business; and often find that when they do 

own a business, succeeding is harder than they thought, and the bottom line 

runs their lives. Participants in my inquiry seem to be no different from other 

people, except they eventually did something about their complaints, and took a 

chance in network marketing. 

Free Time at Last! 

For many people who live hectic lives, having free time is extremely valuable. 

Working fewer hours, or reducing commuting time to nil are two ways to free up 

more of that precious commodity. People in network marketing have many ways 

of describing what they would do with more available time, often mentioning 

spending more time with loved ones, travelling, or enjoying favourite pastimes. 

I sold encyclopedias for years-also carpeting, swimming pools, 
stereos, windows, aluminum siding, you name it. I was on the road 
five days out of the week, and the money was never as good as my 
wife and I would have Iiked. So, when we were first introduced to 
network marketing in the mid-1970s. we saw it as a way to make 



some more money, and as a way that we could be together more. 
(Gary) 

In that package, I read about people who were making a lot more 
money than I was and had a life. I started seriously thinking that 
maybe this business would bring me back to my family. (Liz) 

What really got my attention was not the lure of houses, cars and 
jewelry-l was looking for something with much more meaning than 
any of that. I wanted three things: time with my wife, time to spend 
with the woman I fell in love with; I wanted security, and I don't 
mean life insurance or a job-l mean real security to know that if 
something happened and we lost Our jobs, everything would be al1 
right; and I wanted freedom, just the ability to do what I wanted to 
do when I wanted to do it. (Bo) 

Bo referred to wanting more time to spend with his partner, and the financial and 

time freedom to be able to make other choices. He also mentioned issues of 

financial security-a common message put forth in the network marketing 

industry. Especially in the United States, where medical costs can be ver- high, 

people fear an accident or serious disease that may result in them being unable 

to work, and the consequent hardship that their family would face. In our ableist 

society, people often do not comprehend the financial disaster that a disability 

brings with it; not least of which is the discrimination that people with disabilities 

face when job hunting (Morris, 1995). Some network marketing brochures and 

distributors mention these issues when discussing the potential benefits of 

working in the industry. This could be seen on one hand as playing on the fears 

we al1 have of "losing everything"; on the other hand, it acts as a reality check 

that most people avoid making. Network marketing daims to answer the 

problem through the concept of residual income-monthly earnings that will 

continue to arrive on the doorstep of those who build a large organization (or 

downline group), even after one stops working at the business full time. 



Loved Those Products 

Several interviewees mentioned that their first introduction to network marketing 

was through the products. Stories abound in the industry of people who started 

by simply enjoying the products-especially those that have health benefits, as 

can be seen in Marijke's comment, below. Often, the story is told, a friend 

noticed the person's improved health, and ordered some products, and so on 

until one day a commission cheque arrived in the mail from the company. Some 

people claim that they did not even know there was a business attached to the 

products. Others state that they simply used the products happily for a year or 

for several years, until circumstances changed in their lives and they were ready 

to look at the financial opportunity that up until then they understood only 

vaguely. 

I found out about AIM International when a customer recornmended 
a product from the company. I tried it and was really impressed, so 
I contacted AIM and said, "1 love this product, but I don't want to get 
involved with network marketing. I just want the product." They 
told me it was exclusive to AIM, and the only way to seIl it was 
through network marketing, so I ended up joining. (Sam C.) 

I was familiar with the products because I was a consumer for two 
years-a very happy consumer, but I didn't know anything about 
network marketing. It wasn't until my sponsor's sponsor invited me 
to go to a workshop that I found out at al1 about the industry. 
(Marijke) 

I had just graduated from school and was delivering pizzas for 
Domino's while trying to set up rny own screen printing and graphic 
design business. I met Linda and she encouraged me to buy a Pre- 
Paid Legal Services membership [a network marketing company] to 
help me Save money on the legal costs of starting the business. 
That's how I discovered the opportunity that came with it, and I was 
interested right away. (Brad) 



I started out simply as a product user based on what Johnny Keller, 
who is now one of our mentors, and his wife told me about Royal 
BodyCare [a network marketing company]. I used the products for 
about 13 months before Miyuki said to me one day, "You know, 
John, I think I might want to start getting back into something, with 
the kids going back to school." We discussed the possibility of 
network marketing with Royal BodyCare, and that was the first time 
we started to seriously consider a Networking business. I flew out 
to the company headquarters in Vancouver just to check it out and 
meet the scientists, and when I came back, we started approaching 
people a little bit. (John E.) 

Distributors are often told to become a 'product of the product," meaning that 

they must use the company's products exclusively and continually, gaining 

knowledge about them as they do. More important, Say industry experts, is to 

develop such strong feelings about the benefits of the products that distributors 

begin describing them to prospects with rnissionary zeal (Poe, 1995). As can be 

seen in the following quotation from Biggart (1 989). the product does not need to 

be a cure for cancer to inspire fervour: 

The speaker was a charisrnatic man who had come to lead [the 
audience] on a "crusade" to overturn an "evil" and predatory force in 
American society. A gifted orator, he painted pictures of how 
American families were imperiled by this evil force, a powerful 
enemy he was comrnitted to annihilating by the year 2000. . . . The 
speaker's name is Art Williams, and the evil he is committed to 
overturning is the whole-life insurance industry. (p. 1) 

Biggart (1 989) observes that whole-life insurance seems an improbable enemy, 

and, in fact, traditional insurers see Williams's distributors as the unethicai 

enemy (Press, 1994). Nevertheless, soon after his rousing speech, Williams's 

company, now called Primerica Financial Services, sold more terrn insurance 

than Prudential, the previous industry leader. Evidently, he was able to convince 

a great many people that his product was one they should be passionate about. 



Clearly there are many compelling reasons why people are drawn to network 

marketing as an occupation. Of course, network marketing companies make 

every effort to attract people to their opportunity, as do independent distributors 

representing a particular Company. As Biggart (1989) points out, direct selling 

has several different appeals, and she argues that in recent years, the 

attractiveness of these appeals has increased in cornparison to the relatively 

poor alternatives that many people have available. 

In the late 1990s another factor has resulted in the increase in network 

marketing memberships. The industry has expanded into arenas that have more 

appeai to people earning large salaries in their former occupations. Companies 

offering telephone and lnternet services, legal fee insurance, life and home 

insurance, and financial investing services (including proprietary mutual funds) 

present attractive new specialties in an industry that many "white collar" workers 

formerly shunned (Mehta, 1995; Salter, 1997). 

Overall, one can see a sense of dissatisfaction in the words of intewiewees 

when they described their reasons for becorning network marketers. A desire for 

something more in life seems to pervade their stories of entry into the industry, 

and participants described a yeaming for something they were missing. 

Sometirnes that yeaming was for rnoney, a vehicle, a bigger home, or some 

other tangible thing, such as removing oneself from bankruptcy or an 
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impoverished life. Other people yeamed for free tirne, autonomy and control 

over their destiny, or something similarly intangible. 

Survey Says: 

Leonard Clements (1997) conducted what he claims to be the only long-term 

statistical analysis of network marketing, involving more than 6,000 people. His 

data sources are somewhat eclectic, including formal surveys, short mini- 

surveys attached to subscription coupons, personal interviews, and 

"approximately nine hundred pages of notes from al1 [his] telephone 

conversations over the last five-plus years" (p. 157). Nevertheless, his results 

are interesting. When people were asked about their primary reason for joining 

a network marketing Company, "54% said 'To make more money,' 32% 

answered 'To have more free time.' . . . Of the 54% that answered 'To make 

more money' who were asked why they wanted to make more money, 60% said 

'To have more free time'" (p. 132). Other categories chosen by respondents 

were: 'To purchase products,' and 'Other.' "'More free time' responses included 

such goals as 'waking up later,' 'spending more time with family,' or 'work at 

homeho commuting.' 'Other' usually involved personal goals such as 'security,' 

'self-esteem,' or 'meet more people'" (p. 158). 



Clements concludes that people join network marketing organizations mostly to 

create more free tirne for themselves. H8 believes that often when people are 

talking about needing more money, what they are really saying is that they need 

money to create more free time-in which to do whatever they desire. While I 

cannot comment on the statistical relationship between my inquiry and that of 

Clements, clearly there is much agreement between his statistical findings and 

the words of the intewiewees that I am examining. The following participant's 

words seem to sum up the relationship between money and time. 

We said, "Look-we've been successful in our other businesses 
financially, but we haven't had time and money in a balance. And 
that's what we're shooting for." We wanted time and money in a 
balance and to do something we love. Then we could start to see 
that networking could be that for us. (Chris) 

In 1996, a survey was conducted by Wirthlin Worldwide on behalf of the Direct 

Sellers Association. Distributors were asked to rank a k t  of reasons that people 

might have for joining a network marketing organization. The top reasons 

chosen, in descending order from 91 to 84% agreement with the reason, are as 

follows: 

It's a good way to meet and socialire with people. 

It is a business where the harder they work the more money 

they can make. 

It is a good way to supplement income and make a little extra 

money. 

It allows them to be independent and work when they want to. 

It is a way to develop a business of their own. 

It is a possible full-time career. 

It allows them to buy product at a discount. (Moore, 1998, p. 78) 



The reasons chosen by these respondents differ somewhat from my own 

findings, and from those of other researchers (e.g., Clements, 1997; Harden, 

1987). Part of this difference may be due to the format of the survey: choosing 

from a list of possible reasons is substantially different from producing one's own 

reasons. Thus the most popular item on the above list may have been chosen 

by some survey takers as a feel-good choice, one that if not chosen might imply 

to an obsewer that the respondent is rather cold or antisocial. Nevertheless, 

although it was not the most common kind of staternent, some participants in my 

study did talk about the benefits of meeting new friends. In the Wirthlin-DSA 

survey, the second most common choice indicates a desire for work that offers a 

strong relationship between effort and compensation. Perhaps no other field, 

except commission sales, offers remuneration based on performance alone, and 

in the case of network marketing, there is often no upper limit on income. 

The other popular choices are mostly an indication of the importance of 

autonomy and income to people active as distributors in the industry. These 

results are not unlike those that other researchers have found. Buying products 

at a discount might also be interpreted as a statement about people's 

attachment to the products. In fact, the Wirthlin-DSA researchers found that 6 

out of 10 people were users of the products before they enrolled as distributors. 

A much earlier US-DSA survey (conducted in 1976) of 1 ,O1 5 households found 

similar reasons why people enter the direct sales industry. Active distributors 

who examined a list of nine possible reasons for joining chose as their first and 



second choices: "being independent and working when I want ton and 

'supplementing my family income or making a Iittle extra money for myself" 

(Biggart, 1989, p. 189). 

In the 1980s Biggart conducted a four-year study of the direct sales industry and 

people who were involved in it in the United States during the past decade. She 

found three main reasons why people were attracted to the industry: 

Distributors cited, first, women's need and desire to work and their 
concentration in service-sector jobs. Second, they described the 
rationalization and insecurity of corporate life. A third factor was 
mentioned by industry executives: the heavy burden on 
management of maintaining the employment relation in a period of 
economic slowdown. (1 989, p. 53) 

Finally, Harden (1987) addresses the question of why people are attracted to 

network marketing firms, and contends that one of the primary reasons is not the 

products themselves, but the opportunity to becorne successful independent 

businesspersons. He notes several other benefits, including: setting one's own 

hours, starting part-time; supplementing one's incorne; enjoying tax benefits; 

working with one's spouse; the chance to choose from a wide range of products; 

the opportunity to socialize; and the ability to leverage one's time through the act 

of recruiting othen. He summarizes the benefits as both financial and 

psychological. Much of Harden's data in this regard came from a survey that he 

conducted among members of 11 network marketing firms in the United States. 

Respondents were asked to agree or disagree with various reasons for joining or 

staying involved in a network marketing programme. Here are the results of his 

survey (p. 43): 



Establish own network of distributors to increase & 
sustain incorne 
Generate additional income while continuing in present 
job 
Enjoy selling 
Enjoy social interaction 
Participate as a hobby only 
Would like to eventually participate as full-time job 
Believe you can actually achieve goal of becoming full- 
time job 
Enjoy operating own business 
Want to gain tax benefits of own business 
Enjoy teaming with spouse for common goal 

As others such as McHenry and Small (1997) have shown, flexibility in work 

schedules is a desirable feature for people in a variety of occupations. It might 

be useful at this point to look beyond the network marketing and general direct 

sales industry to another industry that shares many features-real estate sales. 

In a study of the professionalization of real estate sales work, Wharton (1998) 

states the following: 

Women perceive residential real estate sales as an occupation that 
will allow them easy entry with low educational requirements, 
flexible working hours, autonomy, high income, and opportunities 
for self-employment. One of the reasons most frequently cited by 
women for choosing real estate sales as an occupation is that it 
provides great flexibility, allowing them to combine their work and 
family obligations in a relatively cornfortable way compared to most 
other jobs. (p. 1 18) 

Another way to see this is that women often seek work in network marketing (as 

in real estate sales) because of its convenience (Connelly & Rhoton. 1988). So 

too, is autonomy a feature that has gained importance in recent yean. Wharton 



(1998) sees autonomy as 'being able to determine the content of one's work, 

setting one's own standards, and controlling the Pace and routine of the work" 

(p. 119). In her own interviews with 30 women from 17 real estate firms, she 

found that participants repeatedly stressed certain features of real estate work 

that they found attractive: 'autonomy, flexibility, and feelings of self-worth. Real . 

estate was more flexible and promised higher earnings than any other jobs they 

could imagine for themselves" (p. 119). 

Ultimate List of Reasons Why People Join 

So where do the results from surveys and interviews lead? Although the results 

point to somewhat of a pattern of reasons for joining a network marketing 

organization, it is important to remember that a general pattern does not capture 

everyone's reasons. Summarizing individuals' reasons has the effect of 

diminishing the less frequently cited reasons that people may be drawn to the 

industry. In an effort to avoid that problem, below is a list of most of the reasons 

that people might be interested in an occupation in network marketing, 

accumulated from a variety of sources, including the interviewed leaders and 

other industry supporters (Biggart, 1989; Clements, 1997; Fogg, 1994; Kalench, 

1990; Natiuk, 1995; Nichols, 1995). This list is not meant to capture every 

imaginable reason and benefit, but rather those that are indicated by authon 

and industry advocates as popular choices. 



"Uftimate" List of Reasons Whv Peonle Join 

Home-based self-employment 
No commute or rush hour 
Set your own hours and Pace 
Freedom of schedule and movement 
Be your own boss 
Choose your style of working 
No dress code 
Less likelihood of harassrnent 
Cannot be fired 

Minimal business overhead 
Very fow start-up costs 
Tax advantages 
No employees 
No hiring or firing 
No payroll taxes 
No delivery of products (in leading cornpanies) 
No inventory requirements (in leading companies) 
No billings or collections (in leading companies) 
No complicated paperwork 

Ease of entry 
No investment; little capital required 
Begin by working part-time-even only five hours per week 
Almost no financial risk 
No territorial restrictions 
No franchise fees or royalties 
Money-back guarantee on most products and materials 

People 
Work with whorn you choose 
Receive f requent recognition for your work 
Personal and professional growth training 
Be rewarded for performance rather than social characteristics 

such as: gender, race, age, class, education, experience, 
physical ability, sexuality, family or business background, or 
past successes or failures 

Success comes from cooperation not competition 
Family-like. fun atmosphere of business 
Work with family members and improve relationships 
Expand your circle of friends 
Socialize with positive, upbeat people who have similar goals 

Other 
No income ceiling 
National and international in scope 
Possibility of financial f reedorn and time f reedom 
Off er one-of-a-kind products 
Creative control 



Free or low-cost education and training 
Unlimited free advice and training from sponsors/mentors 
Residual income-arrives even when on vacation or retired 
Enjoy enhanced status of "business owner" 
Business is willable to children (in leading companies) 
Get paid what you are worth 

If al1 this sounds a little like a Utopian dream, and nearly as good as winning the 

lottery, note that in Chapters 5 through 7, 1 will discuss arguments that people 

have put forth for not joining network marketing organizations. Although not alt 

of the appeals or reasons mentioned in this Iist were included in the comments 

by interviewees in my inquiry, many of them (for example, tax deductions or the 

lack of a cornmute), would be considered primary reasons by some people, and 

secondary reasons by others (Clernents, 1997). 

One of the items in the Ultimate List deserves further explanation. In Chapter 1, 

I alluded to the argument that network marketing represents a new form of 

capitalism, and in the above list a couple of items point to this: "little capital 

required to enter," and "success comes from cooperation not cornpetition." The 

social position or advanced education that are often prerequisites for wealth are 

not necessary in this field (Kupferberg, 1980). Moore (1998) attests to the 

difference between the typical corporate "ladder" and network marketing: 

The beauty of success in network marketing is that there is room for 
everyone to achieve higher status, and it is not at the expense of 
someone else. In the corporate world, there is generally a 
predefined number of slots at the manager, director, and vice 
president levels. It's called the organization chart. If one slot 
comes open, everyone below that level has to fight each other to 
get it, and only one person "wins" while al1 the others 'lose." What 
a demoralizing concept. (p. 128) 



Moore (1998) contends that in network marketing, everyone can get a raise- 

whenever they choose to do the required work. And people who are in superior 

positions have no need to feel threatened by subordinates or attempt to keep 

those underlings in their place for fear of being embarrassed or of having one's 

job stolen. It is actually in the superior's best interests to help new people get . 

"promoted" and succeed, for that will have a positive impact on both their 

incomes. "What a different environment this creates when everyone is 

motivated to help everyone else succeed" (p. 128). One Amway proponent puts 

it this way: 

Contrary to the "dog eat dogn reputation that capitalism has earned 
in some quaiters, Amway's Plan rewards you for helping others 
prosper. Your success is determined not by how many competitors 
you beat down but by how many people you help succeed. 
(Robinson, 1997, p. 37) 

This argument is echoed by Clements (1997), who also hints at the counter- 

capitalist features of network marketing. He asks why the typical corporate 

battle of climbers versus repressors is considered a legitimate pursuit of the 

Yree enterprisen system, but a network marketing structure that produces 

encouragement and support from those above one in the hierarchy is considered 

comparable to a pyramid scheme. This notion rather begs the question whether 

some of the governrnental and media pressure brought to bear on the network 

marketing industry might have something to do with the challenges that it brings 
, 

to the long-established methods of operating large corporations in Western 

industrialized capitalist nations. Though that question is beyond the scope of my 

inquiry, it might prove interesting for future researchers. 



lndustry proponents argue that from a corporate point of view, network 

marketing is also an advantageous channel for distributing goods. Greco (1 996) 

contends that, in the future, more companies will choose this option, for several 

reasons: 

It eliminates the need for slick advertising, which consumers 
object to anyway. 
In a world of marketing noise, friends are the only salespeople 
customers listen to and trust. 

0 It reduces the cost of acquiring customers. 
It reduces cash-flow risks because merchandise has to seIl 
before reps get paid. 

O It enables a Company to build a large sales force very cheaply. 
0 It capitalizes on the exploding supply of soloists and home- 

based "entrepreneurs." (p. 60) 

Similarly, Granfield and Nicols (1975) detail four benefits for firms that employ 

this structure: 

1. Securing distribution and sales quickly at a.relatively low level of 
fixed cost. 

2. Gaining consumer acceptance for a new product particularly 
when this involves a new entrant in that product industry. 

3. Gaining entrance to a market while avoiding excessive 
promotional and advertising expenses as well as potential price 
wars. 

4. Earning a potentially higher rate of return on sales by eliminating 
large outlays for media advertising. (p. 35-36) 

Finally, Harden (1987; see also Good & Hassay, 1995) notes that since 

"approximately 90% of those distributors signed up never do more than purchase 

their starter kits, there is a substantial influx of capital simply from the sale of 

these kits alonen (p. 34). He also highlights the advantages that accrue to 

network marketing companies because they receive cash 'up frontn from 

distributors, and therefore do not have to wait for accounts receivabte to be paid. 



Harden concludes that the major benefit to f ims is one of cost savings, 

especially on lower personnel, administration, and taxation costs. 

I Got a Call From a Friend of a Friend 

Before joining a network marketing company people must, of course, first be 

introduced both to a particular company and to the concept in general. About 

half of the interviewees described the way in which they were first introduced to 

the field. Similar to the experience of Julie. the most prevalent method was 

through a phone cal1 or an in-person meeting with someone who either invited 

the new prospect to a meeting or described the company face-to-face. 

I ran into a friend at the daycare center where I dropped my two 
daughters off. . . . I hadn't seen her in awhile, and when I asked her 
what she had been doing, she started telling me about Mary Kay [a 
network marketing company]: My first thought was: "1 will never do 
anything like that." But she asked me one question that made me 
stop and think. . . . She said, "You know, I know you're successful. 
I know you make a lot of money. I know you have a title, and work 
for an important finn. But are you happy?" (Liz) 

Other methods of introduction included seeing some products on someone's 

kitchen counter and asking about them. being given a book about network 

marketing by an acquaintance, and being invited to join a different company by a 

member of his upline in his then-current company. Several of the participants 

being examined here were looking for an opportunity for themselves, and 



answered an advertisement about a network marketing company, or responded 

favourably when asked if they were interested. 

That's when I came across an opportunity ad in the newspaper one 
Sunday aftemoon. The word "millionairen in it really caught rny eye. 
I knew it had to be an ad for network marketing, which didn't 
impress me too much at first. But I called the 1-800 nurnber 
anyway, mostly out of curiosity. (Rick) 

But as hard as I worked, as hard as I searched for just the right 
thing. I couldn't find what I was looking for. I knew there had to be 
something out there that would allow me to set my own schedule 
and work when I wanted to, that would offer unlimited incorne, and 
that could be something I could build and pass on to my children. I 
knew that if I just kept searching and trying things, something would 
pay off. I just had no clue what it would be. I experirnented with 
home businesses for three years, during which time I had two 
wonderful children. (Elaine) 

Friends were the most frequent source of introduction to network marketing for 

interviewees. Receiving a phone cal1 or a letter from a friend who asked them to 

take a look at a business opportunity or product was a typical method. This is, in 

fact, a procedure encouraged by many network marketing company leaders. 

New recruits are told to ask friends and family members first, because they 

represent a warm market, as opposed to a cold market consisting of strangers. 

A friend of a friend of my then-girlfriend, now wife, introduced me to 
the opportunity-which I immediately found fascinating. I had no 
prejudice toward network marketing, because I really didn't 
understand it anyway. (Michael) 

Introduction by a stranger was also a common experience, and occurred 

because of responding to an advertisement or from being contacted in some way 

by a stranger. Finally, an invitation from a relative or one's spouse was also a 

typical way that participants were introduced to network marketing. 



My own findings are much in agreement with those of the only statistical 

information available on this topic. The Wirthlin researchers cited by Moore 

(1998) asked current distributors what their relationship was with the person who 

recruited them; they found the following (p. 79): 

Someone known only as a cornpany representative 28% 

A close friend 23% 

An acquaintance 20% 

A CO-worker 9% 

A relative 7% 

An immediate family member 6% 

Aneighbor 1% 

In her discussion of the above figures, Moore (1998) points to the large 

representation in the category of stranger, or corporate contact. (She does not 

indicate what the missing 6% of responses were; presumably there were a 

number of unique or atypical responses.) However. by combining the categories 

of "close friend" and "acquaintance," one gets a closer approximation to my own 

results. 

In this chapter, I have discussed who joins network marketing companies, why 

they join, and how they were introduced to the field-al1 of which describe the 

industry in a positive manner. In the next chapter, Chapter 4, 1 will examine 

some of the tremendous challenges faced by these same interviewees. 



CHAPTER 4 

CHALLENGES 

Julie Joins 

"C'mon honey, it's almost time for them to arrive" Julie calted out to Barry. 

"Okay, I'm ready. But I refuse to dress up in my own home" replied Julie's 

husband as he came down the stairs to their living room. 

"You look fine," Julie assured. "And remember, Mike said Sandra wouldn't 

be here for more than half an hour. I know you think this is a scam, but let's just 

listen for one night and see what we think. Like I told you, the hotel meeting 

wasn't so bad." 

"All right. But I'rn keeping a tight hold on the cheque book!" Barry joked. 

Well we always do. don't we. That's the problem! I'rn tired. of having to 

watch every penny. "Well, maybe this will give us a chance to free up some of 

those cheques some day," said Julie just as the doorbell rang. 

After introductions al1 around, Sandra opened her briefcase and removed a coil- 

ringed presentation binder. She began by telling Julie and Barry about her own 

background, and how she became involved with Acme Nutritionals. Then she 

explained the company's history, and talked at length about the products, and 



passed around several samples of the nutritional supplements and skin care 

products that Acme offered. 

"Network marketing is made up of four basic steps," said Sandra. "First, 

use the products, and, hopefully. fall in love with them. Second, retail some 

products to people you know, and recommend these great products to other 

people. Third, sponsor other people who want to do the same thing. Fourth, 

train and assist your new recruits how to do what you do. And that's it! It's very 

simple. Of course, Mike and t will always be available to help you, especially in 

the beginning when you need it most. 

"In Acme we get paid for moving products to end consumers. Suppose you 

seIl some vitamins to your friend 'Dianne.' You can seIl them at retail, and keep 

the thirty percent markup from the wholesale price. You pocket the difference. 

Then if Dianne enrolls in Acme, either to become a preferred customer to 

purchase her products at the wholesale price, or to become a business builder 

like yourselves, you get a srnall commission every time she places an order over 

the toll-free number to the corporate office. The Company wants new customers, 

and you introduced Dianne to Acme, so you should get a reward for that, right? 

In the traditional business world. part of that commission goes to the retailer, the 

wholesaler, the other 'middle-men,' and the advertisers-al1 of which costs 

millions of dollars." 

"So Acme doesn't do any advertising?" asked Julie. 

"No, and that way, they can afford to give part of the selling price back to 

people like you and me as commissions. We do the advertising for them, only 

it's by word-of-mouth," replied Sandra. "And the key here is the residual income. 

You know how musicians get a residual fee of fifty cents or a dollar every time 

one of their albums is purchased? Well that's how network marketing works too. 

Every time Dianne buys some vitamins, you get a residual cheque-maybe for 

the rest of her life!" 

"But there's not much money in a few folks buying pills every month." Barty 

suggested. "And I'm not interested in peddling pills day in and day out for a few 

bucks." 



'Well, that's why the multiple levels are so important," Sandra responded 

quickly. "Some people cal1 this 'multi-level marketing' because you can get 

commissions on multiple levels of people in your organization. Suppose Dianne 

loves the vitamins and recommends them to her sister 'Sophie.' When Sophie 

starts buying products every month, Dianne gets an override on her purchases, 

and so do you! And this goes on for up to six generations of people below you. 

If Sophie enrolls Fred and Fred enrolls John, even if John lives across the 

country and you don't know him from a hole in the ground, you gel paid on every 

bottle of shampoo that John buys. That's where the big money can be earned." 

"Like how much?" interjected Barry. 

"Well, Ravi Meenda who Julie saw at the hotel meeting, makes over twenty 

thousand dollars a month." 

Oh my god! thought Julie. 'A month?" 

"That's right," replied Sandra. And I'rn really not supposed to tell you this. 

but last month my bonus cheque from Acme was one thousand six hundred 

dollars, and I've only been involved for about nine months. Of course, not 

everyone makes the kind of money that Ravi does, but the thing is, everyone has 

the chance if they want it. How about you Mike, how much have you been 

earning?" 

"Well, my last cheque was about a hundred and seventy-five dollars, but I 

think it will go up to three hundred pretty soon." 

"That's great, Mike," said Sandra encouragingly. 

"And while I've got the floor here," Mike continued, "1 just wanted to Say that 

network marketing is a lot like when you see a good movie, and you tell some 

friends about it, then they go and see it, too. The movie studio makes money off 

your recommendation, but really you should get a commission from them. It's al1 

just word-of-mouth marketing." 

"But it's one thing to tell sorneone about a good movie, but it's a whole 

different bal1 game when you're trying to tell them about vitamins or this 

antioxidant stuff. I'rn no salesman, and I'rn sure not a scientist," Barry said. 

"You only do what you are comfortable with," replied Sandra. "Eventually, 

you will learn enough about the properties of the products so that you can easily 



explain it to other people. But at first, you never have to, because Mike or l will 

always do the explaining for you. until you are ready to go out on your own. And 

not everyone leads by talking about the products. In fact, some people 

recommend approaching people about the business opportunity first. and seeing 

if they are interested in looking at that. Then later you expand on the products. 

That way you look for real business builders fint, and worry about product users 

and retail customers later." 

"This is a people business," added Mike. "1 heard one fellow Say it's al1 

about relationships, and partnering with people to help them reach their 

drearns." 

"That's right!" said Sandra. "And everyone has a dream. Let me ask you 

two what your dreams are. What would you do with an extra three hundred or a 

thousand dollars a month?" 

That sounds so phony, thought Barry. 

"1 want to buy a new car." said Julie excitedly. "One that has more safety 

features, like ABS brakes and airbags." 

"Great! What about you. Barry?" asked Sandra. 

"Oh, I dunno. I don7 really need anything." 

C'mon Barty! What about the Caribbean vacation we've been talking about 

for two years? Julie thought. 

"You must have something you could do with some extra money, or maybe 

some extra time," Sandra pushed. 

"Well, I suppose I hear what the kids have been saying about getting a 

swimrning pool in the back yard. I wouldn't mind having that, especially on a hot 

day," Barry answered. 

"Sounds great!" exclaimed Mike. "Can I corne over for a swim?" 

As they al1 shared in laughter. Julie stood and asked if anyone would like a cup 

of tea. Receiving positive responses, she asked Barry to give her a hand in the 

kitchen. Okay, here it goes. "Well, honey, what do you think?" she asked as 

she plugged in the kettle. 

"She seems kind of phony to me," Barry stated. 



"Maybe. But what do you think of the business?" 

Yhat seems a bit phony too. Are you sure this is al1 legal?" 

"Mike said it was. And Ravi explained the differences between a pyramid 

scheme and this. It sounds okay to me, and after all, they said Acme has been 

in business for five years now." 

"That's true. But I'm not really interested in selling stuff." 

"Well, maybe I will start out, then. We could sure use the money. And we 

don't have to commit much-the starter kit is only forty-nine dollars. I think we 

should try it." 

'Okay, I guess. You give it a whirl, and we'll see how it goes after a month 

or two. As long as there's a money-back guarantee on the stuff, I guess it can't 

hurt." 

Later that night, after Julie and Barry had signed the distributor's application 

fom, and given Mike a cheque, the couple lay in bed talking about business 

possibilities. *Then there's the Petersons. They are always talking about 

starting their own restaurant franchise," said Julie. 

"Yeah, that's right, and William said he always wanted to work from home. 

He commutes an hour each way," offered Barry. 

"Just imagine! Maybe someday I will drive around in a Lexus or 

something!" Julie nearly giggled with excitement. 

"Okay dreamer, I need to get some sleep here. It's after midnight. Don't 

spend al1 your money in one place, eh." 

"1s it that late? I guess I need some sleep too, but I'm so excited. Maybe 

l'II let you get to sleep. and l'II just go downstairs for a bit and look over that 

Acme binder some more. l'II be back soon. Goodnight." 

"G'night." 

As Julie headed downstairs, she thought: Maybe 1'11 write down a few of our 

contacts now, in case we forget. And 1 can review that compensation plan again 

because 1 still don? understand it. It was four hours later before she finally went 

to bed. 
* * O  



A Look at One Company 

Julie's entry into a network marketing company is a typical one. She had a 

relative lack of information about the particular company and the industry as a 

whole. Although technically she has become a self-employed business owner, 

the tremendous ease of entry and the simplicity of the network marketing 

concept result in the common situation in which her decision to enter the field 

was made with little or no investigation of the company or the industry. At this 

point, Julie has no idea of the culture of Acme Nutritionals, the vision of the 

company and its founders, or the future plans for the company, which may 

include new products, international expansion, or changes to the compensation 

plan. 

It is useful at this point to take a closer look at a real network marketing 

company. For her master's degree thesis Stull (1995) analyzed a single 

company called Cell Tech. In her ethnographic study, she examined cultural 

themes, values, and assumptions operating in the organization, which sells 

freeze-dried blue-green algae and related products through a network of 

approximately 100,000 distributors, mainly in the United States and Canada. 

The products are claimed to irnprove health and well-being, and the corporate 

philosophy of Cell Tech is strongly focused on environmental concerns, 

philanthropy, low-pressure sales, and personal growth. Stull organized her data 

into six domains that delineate cultural assumptions, as developed by Schein 



(1992). These six domains are. the nature of: reality and truth; time; space; 

human nature; human activity; and human relationships. 

In terms of the nature of reality and truth, Stull (1995) found that truth claims for 

participants in Cell Tech are bounded by individuals' stories about eating the 

algae. Personal experience with the products was given priority, with little 

emphasis on scientific examination of the claimed properties of the algae. She 

"discovered in Cell Tech's organizational culture that personal experiences with 

the algae are what draw people to commit themselves so fervently to eating and 

selling Super Blue-Green Algaen (p. 46). On the other hand, mistrust of the 

Western medical model, coupled with fear that the United States Food and Drug 

Administration (FDA) will someday regulate algae as a drug, led distributors to 

ignore scientific evidence unless it was provided by the Company founder. 

Accordingly, participants espoused a more holistic model of wellness, and 

attempted to avoid making medical claims about the products, preferring to 

describe thern in ternis of nutritional benefits. 

The second domain in Schein's model of cultural assumptions, the nature of 

time, was found by Stull to be very important to Cell Tech entrepreneurs. They 

believed that humankind is running out of time in its efforts to stop the 

environmental destruction of Earth, and therefore, distributors must make 

Herculean efforts to increase the rate and number of enrollments in Cell Tech, 

and the consumption of the algae. Their concern was particularly aimed at the 

growth of carbon dioxide in the atmosphere; the company's founder, Daryl 



Kollman, argues that algae ponds can produce enough oxygen to counteract that 

alleged problem. 

Paflicipants also expressed that having the freedom to choose how to spend 

their time was one reason for pursuing the business. Having more time to spend 

with family, in meaningful work, travelling, and doing humanitarian work were all 

seen as valuable goals. Finally, to help people accomplish the goals they have 

set, the Company began introducing modem technologies, such as voice mail, 

conference calls, videotapes, and computerized telephone systems to reduce 

the amount of time that distributors require to reach and recruit, or sponsor large 

numbers of people. They refer to these changes as time "crunching." 

The nature of space in the Cell Tech culture was found by Stull to be expressed 

as a keen desire to have a home-based business situated, if possible, in a rural 

area. The ability to work from home and to control one's personal space, as well 

as to work near partners and children were both highly valued by participants. 

Distributors also felt that the business should be run in such a manner as to not 

intrude on other people's space. That is, when approaching possible recruits, 

the person's space and choices around that space should be respected. Thus 

when doing the business, people often chose to mail audio tapes to prospects 

because that represents the least intrusive way to tell them about Cell Tech. 



The fourth domain Stull (1995) examined is that of the characteristics of human 

nature. She found that Cell Tech culture promoted personal growth as one of 

the main benefits of network marketing. 'It is assumed that once basic 

economic, social, and self-actualization needs are met, people will naturally want 

to contribute to the welfare of the planet and others on altruistic levels" (p. 64). 

Participants believed that humans have an innate desire to help others, and that 

message was reinforced by the company practice of donating to humanitarian 

efforts, and encouraging distributors to do so as well. 

The nature of human activity in Cell Tech follows from the above; people 

believed in working in harmony with other people, animals, and the environment. 

According to Stull, participants described themselves as 'Birkenstock and 

granola people," who were motivated to help others and therefore work for other 

concerns than simply acquiring fancy cars and large homes. However, she also 

found participants who had had experiences with the company that they felt 

were not examples of caring, and she points out that the company's effort to 

avoid drawing attention from the FDA was not an example of attempting to 

coexist, but rather of mere avoidance. 

Finally, the last Scheinian domain that Stull (1995) describes is that of the nature 

of human relationships. She observed that the company president, Kollman, 

promoted a vision of partnership and cooperation among distributors. To Stull, 

this was not very apparent between people who were not in the same genealogy, 

or line of distribution, but was strongly evident among those who were. Frequent 



advice, sharing of product, sharing of financial commitments in placing 

advertisements about the business, and so forth demonstrated this cooperation. 

Many of the participants were vegetarian, and this dietary choice was seen as a 

political act along the lines of promoting algae ponds as a method of reversing 

the planet's perceived oxygen deficit. Stull remarks that the financial 

compensation plan of Cell Tech is less a traditional hierarchy than a partnership 

between the highly paid stars of the Company and the average distributors. She 

concludes by saying that "many expressed the opinion that they would rather 

give profits to independent distributors than to large corporations spending 

billions of dollars on the advertising, marketing and distribution of their productsn 

(P. 90)- 

Stull was involved as a participant in Cell Tech prior to adopting her role as 

researcher, and her enthusiasrn for the business cornes through in her work. 

One can see from Stull's examination of a single network marketing company 

that Julie's decision to enroll as a distributor with Acme Nutritionals was based 

on very sketchy knowledge of the company. Julie did not understand the 

compensation plan, for example, and had no knowledge of how the industry 

operates, or of other companies that might have been a better choice. Like 

many people, Julie decided to enroll with the first network marketing company 

she came into contact with (Clements, 1997). She got excited by the income 

possibilities, and failed to give "due diligencen to the plan, such as contacting the 

Better Business Bureau or the government's Cornpetition Bureau. Perhaps Cell 

Tech would be a better match for Julie's personality and values than Acme 



Nutritionals. Or perhaps any one of hundreds of other network marketing 

companies would have a culture or product line that might suit her better. For 

example, someone with a "Type A," or aggressive personality. living in 

Manhattan, might not find Cell Tech's corporate and distributor culture to be a 

very good fit. On the other hand, no doubt many people have migrated to Cell 

Tech specifically because they found its value system more closely matched 

their own than did that of another Company. Julie's lack of knowledge about the 

industry and about her various options is only one of the challenges that she 

faces, as the next section will demonstrate. 

Challenges Faced 

The same 40 network marketing industry leaders who were introduced in 

Chapter 3 were asked about the challenges they faced when they started 

working in the field. This section will outline their answers to that question- 

infernal challenges first, followed by those that can be seen as external. 



The most common response by interviewees to the question of challenges was 

that they had faced a tack of knowledge about network marketing as a business 

and as an industry. 

Our biggest challenge was not understanding the business. (Joe) 

Network Marketing was a whole new bal1 game for me. I was 
clueless in the beginning. Like many people who get into 
Networking, I was excited but didn't know what to do. I'd get up in 
the moming, get dressed, ready to go to work, and go stand in my 
living room and Say: Now what do I do? How do I get this thing 
started? (Dina) 

I didn't understand the industry; I thought it was a scheme that took 
advantage of people. Another one of my challenges was not 
understanding our compensation plan and how it worked, because ! 
had no experience. (Brian) 

I didn't have any experience in Network Marketing, sales or 
marketing. I was entering a completely different industry, brand 
new, in a cold area for me. I had to learn a whole new way of 
thinking, and it was quite . a  jump to make from my medical 
background in nursing to marketing and sales. I had to be 
completely open-minded, so it was a personal challenge for me just 
to allow myself to grow, to be able to learn, to accept new ways of 
doing things. (Jan) 

First and foremost, I didn't know anything about Network Marketing. 
The hardest thing for me was leaming how to do the business. . . . 
We were also in the position of having to self-educate. Our upline 
sponsors are not career Network Marketing people, so we had to 
learn about that on our own. I started leaming more and more 
about it-mostly by trial and error. We tried a lot of things that 
didn't work, a few things that did, and stuck with those. I guess 
that's what success is-that's why it takes a long time to really get 
the business off the ground. For almost eight months I hardly did 
anything with the Company, because I didn't know how. In a way, I 
wish I'd had someone who could have told me, "this wouldn't work, 
this wouldn't work, this would work, this would work," but I think that 
actually a lot of the learning is in the exploration. (Sam C.) 



Meeting the leaming needs of new recruits is a formidable task facing the 

network marketing industry, given the tremendous influx of people, and the 

hidden nature of the work. Although the basic techniques are easy to leam, the 

business is very difficult to achieve success in, partly because of the general 

stigma attached to the industry. This may, in part, explain the extraordinary 

amount of attention paid by certain segments of the industry to the Tools of the 

business, such as books, audio tapes, and video tapes-a subject I will discuss 

in detail in Chapter 5. 

"A" is for Attitude 

Even many people who are now leaders in network marketing were sceptical 

about the opportunity when it was first presented to them, as the following 

interviewees made clear. 

The biggest challenge for me in the beginning was overcoming my 
preconceived ideas about Network Marketing. (John E.) 

The biggest challenge that concerned me in the beginning was my 
own skepticism about the industry. I couldn't shake the feeling that 
I was maybe doing something wrong. . . . I wanted more than 
anyone to believe this would work. But that belief did not corne in 
my kit. I had to build it myself. (Elaine) 

My biggest challenge was getting over my negative image of 
Network Marketing. I based my opinion of Network Marketing on 
what I didn't know, not on what I really did know about the industry, 
which is so common for people. Once I got a picture of just how big 
and how powerful network distribution is, my challenge was to try to 
figure out how to get people like myself to listen to me, because 
there are so many people out there who just don't want to hear 
about it, who aren't open to it. (Lynda) 



I had such a negative attitude about multi-level marketing. I really 
thought this was going to ruin the Avon business. I rernember 
being quite upset about it. t didn't want thern to do it at all- 
probably because I had been approached by so many hard-seIl 
multi-level marketing people in the past. When I first thought about 
networking, it was those people who came to mind, and I just hated 
to see something like that happen to Avon. (Lisa) 

Lisa's comment was made in reference to a change in Avon's structure. 

Although the Company was a single-level direct seller for many years, in the 

early 1990s Avon added a multi-level division. For several years prior to the 

introduction of the new programme Lisa had made her living solely through the 

retail selling of Avon products. That she could have such a level of 

apprehension about the inception of a multi-level division-in spite of the strong 

likelihood of having the same or greater financial success with the new 

operation-highlights the deep mistrust of the industry shared by al1 of the above 

intewiewees. 

The two following comments were made by people who possessed an attitude 

that was unsuited to their new occupation. The challenge for them was to 

overcome a self-image that was at odds with the industry. 

The biggest challenge I had was that I thought I knew more than 
anyone else. I came from the corporate world and felt like I knew 
better than the people in the industry. I did it my way for quite a 
while-probably six months-and was not as successful as I could 
have been. I was stubborn and bull-headed. I mean, I was the 
worst. I think that a lot of people that get in this industry have that 
problem-they feel that they can reinvent the wheel. I was the 
same way. I leamed the hard way and that's really too bad 
because I wasted time as a result of my attitude. (Geoff) 

I was in a real rut in my life, and not very happy about it-and no, I 
didn't see Network Marketing as the solution. I never saw myself as 



the type of person who could have any success in Networking. 
(Sharon) 

Attitude includes several things. some of which, such as maintaining positivity, 

will be discussed in other chapters. The comments from Sharon and Geoff, if 

made to an upline distributor, would likely result in suggestions to spend time 

working on personal growth and developrnent. However, most of the above 

comments were made in reference to scepticism about the industry as a whole. 

Pyramid schemes, scams. rip-offs: al1 these come to mind for many people when 

they first hear about network marketing (Clements, 1997). lndustry advocates 

consistently advise new recruits to develop faith and belief in their new business 

and in the industry as a whole: 

The achievers in this industry have unshakable faith in their 
company, product, and thernselves. No matter what happens- 
media scrutiny, bad cornments from friends and family. or 
rejection-they continue to have faith in their opportunity to build 
financial independence and the accompanying tirne freedom. . . . 
Unshakable faith will seIl the business opportunity and products 
more often than any other factor. (Nichols, 1995, p. 30) 

Nichols reminds his readers of a common belief in the industry: attitude is 80% 

of what is necessary for success. For some participants in my inquiry, 

developing the "right" attitude was an early challenge. 

Monev Woes 

The third internat challenge faced by several interviewees was the lack of 

financial resources needed to begin their new venture. One person emphasized 

that at the time of her initial involvement with a network marketing company, her 
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credit cards were "maxed out." Another was $500,000 in debt. The following 

quotation evokes an image of combined desperation and determination: 

I also had no money to invest in the business. I was driving a Yugo 
and living in a trailer. Sometimes the Yugo wouldn't even run. 
When it did, we were pulling out the seats looking for change to buy 
gasoline. I was hoping then that if I just stuck with the business 
long enough, I'd be happy to get to the point where I was making 
$1 000 a month. (Lisa) 

One of the features of the industry frequently boasted about by supporters is 

that becorning a distributor often costs less than $100. Nevertheless, many 

people are attracted to the industry for precisely the reason that they have too 

little money for any other type of venture. When they begin working, unforeseen 

costs can cause problems. For example, some distributors are told by upline 

leaders to purchase large quantities of books, audiotapes, and videotapes to 

help them get started in their new endeavour. If distributors enroll new members 

who live some distance away, they soon incur costs for travelling to support their 

new downline members. Notably, Pratt (1994) found that desperation often 

gives people the kick they need to succeed in their enterprise: "The role of 

personal crisis is well recognized among Amway distributors. Several 

distributors admitted, at functions and during interviews, that most distributors 

only build the business 'when their backs are against the wall"' (p. 75). 

However, Pratt's interviewees also stated that it was preferable if new recruits 

engaged intensely in their work not out of desperation but through strong dreams 

and desires, a subject I will address in Chapter 9. 



Parentina and Time Challenaes 

Cornbining parenting with a new business endeavour proved especially daunting 

for several participants, who pointed out difficulties with scheduling, separating 

work and family, and with having enough time to work the business-problems 

that are often exacerbated for single parents. Colli described a schedule that 

would surely take a toll on anyone's health: 

There were major challenges with scheduling a "normaln life when 
we started working a brand new Network Marketing Company. I 
used to work the graveyard shift as a police dispatcher, get off at 
6:30 in the morning, go into the office and sleep in a back room 
until 9:00 in the moming. Then I would work from 9:00 until 6:00 at 
Network Marketing, sleep from 6:00 until 9:00 p.m., and then go 
back to my "job." We also had four children at the time. (Colli) 

Working at home is one of the great aspects of Network Marketing, 
but no one told me how hard it would be with children. I was 
intertwining business and family, and it was becoming really 
stressf ul. (Miyuki) 

I had al1 the excuses for not doing the business. I was a single 
parent, working ten and a half hour days, five days a week. . . . and 
I had zero time to give towards anything else in my life. I would 
corne home from work at night exhausted, cook dinner, clean up, 
do laundiy, make the kids' lunches for the next day, and go to bed 
to rest up for another day of the same thing. (Sharon) 

Although many parents engage in network marketing, Butterfield (1 985) notes 

with disdain the suggestion by one leading distributor to hire children to do some 

of the easier tasks of the business, and doubly benefit by using the relationship 

as a tax deduction. Miyuki illustrated the mixed blessing of a home-based 

business; although being at home for the children is a common reason that 

parents choose to begin a distributorship. being at home with children can also 

be very distracting. Some distributors suggest renting a small office space. and 



putting in specific, regular hours, but Clements (1997) scoffs at this idea, 

reasoning that one of the draws of the industry is the ability to avoid corporate 

lifestyles, and to work at home in a more relaxed fashion. Miyuki eventually 

hired a baby-sitter for the midday houn, to allow her some uninterrupted time to 

work on her business, though this solution would evidently not work for those 

distributors who have a shortage of money, as discussed in the previous section. 

Through determination and persistence. subjects that will be further discussed in 

Chapter 8, parents with children at home can achieve success, according to 

these respondents. In fact, for Sharon, having children was reason enough to 

start a distributing business. 

Fear of Reiection 

Recruiting customers and other distributors is one of the main tasks of a network 

marketer, but most prospects do not accept the offer. Being rebuffed is bad 

enough, but the agony of worrying about a potential rejection can drag on and 

on. The following interviewees described their most difficult challenge. 

Fear of rejection was one of the biggest challenges for us because 
we had a business where we advertised and people came to us; we 
didn't have to go to them. But you have to understand the bal1 park 
you're playing in, and at first, we didn't. (Chris) 

I was just so afraid-too afraid to do what had to be done to be 
successful. . . . that's what it al1 boils down to. Like almost 
everyone else who signs up in Network Marketing, I was excited but 
terrified at the same time. I knew what had to be done, but I was 
always too afraid to get out there and do it. That fear lasted for 
years, through many companies. Many of them were good 
companies, too. but I failed thern because I just wasn't willing to do 



what had to be done. l had a terrible fear of rejection, and that 
sabotaged my efforts many times. I was afraid to tell anybody 
about my Company or to share the opportunity. I wanted to, very 
much-but for some reason, fear kept me silent. (Bob) 

Two participants had what might be considered the opposite problem to the 

above: they came from a background where the "hard sell" was the preferred 

method of operating. 

Being uneducated in this type of marketing and inexperienced 
dealing with people. In the beginning, I think I approached this 
business al! wrong. I went at it from selling, selling. selling, selling. 
So I guess the biggest challenge was m e n o t  the industry, not 
Market Arnerica, not the products or the pay plan. The big 
adjustment had ta be done on Sam. (Sam P.) 

The biggest challenge for me was having to unleam a long history 
of sales techniques. In Network Marketing, there's a much stronger 
emphasis on developing people rather than moving products. That 
was new to me. I had corne from years of pitching encyclopedias, 
and I was used to the hard-sell. For me, it was about going out 
there and getting the order, whatever it takes. But there's no place 
for the hard-seIl in Networking. Networking is about recommending, 
promoting, and sharing. It's about building relationships with 
people, and there's not too much of that when you're out selling 
stereos door-to-door. (Gary) 

These interviewees suggested that network marketing is different from traditional 

sales because it is less aggressive. Some industry proponents also insist that it 

is different, as demonstrated in a description by Clements (1997) of how to 

close, or conclude, a sale: 

When you've got your prospects at the stage of decision, when 
they've exhausted every last question . . . and you're ready to 
spring that brilliant closing technique on them you leamed at last 
weekend's training workshop . . . dan't! Forget the "Double yes 
close," or the "Momentum close." Don't even think about trying the 
"Assumptive close." Try. instead, something brilliant like this: "So 
Cathy, are you ready to start?" Or perhaps something really clever 
like: "So, Frank, what do you think?" (p. 67) 



Nichols (1 995) calls this more straightforward approach the 'million dollar close," 

and asserts that it is widely recommended and used in the industry. Clearly, this 

technique would be at odds with the training and background of Sam and Gary, 

above. Finally, another common suggestion made by industry insiders (e.g., 

Kalench, 1990) for distributors who are finding their fear of rejection . 

overwhelming is to memorize the acronym: SW, SW, SW-Next. It stands for 

"Some Will, Some Won't, So What, Next," and encourages members to 

remember that they are in the "sortingn business, sifting through hundreds of 

people, some of whom will be interested, but most of whom will not. Refuse to 

get bogged down by the prospects who reject the opportunity, Kalench advises, 

and immediately begin looking for the next prospect. 

Reiection 

In terms of challenges that originate externally, the most frequently mentioned 

was the rejection that these participants faced when presenting their enterprise 

to others. Often the snub cornes from strangers, but when friends and family 

members reject an offer that one is making to them, it can be devastating. 

The biggest was the rejection, and I think that's one that most of us 
face in this industry when we present our products and our 
business to people. . . . We al1 want to be loved and accepted and 
appreciated-that's human nature-so even if you try to not take it 
personally when someone's not interested, it can still get to you 
sometimes. (Joyce) 

Another big challenge for me in the beginning was dealing with al1 
the negativity that some people give you. People who Say "Oh, this 
doesn't work" or "We'll be interested when we see you make some 



money first." That was so frustrating. It was a real challenge to stay 
upbeat and positive in the face of al1 that negative junk. (Dina) 

Another serious obstacle for me was the objections I constantly got 
from prospects. lt was so frustrating. I knew that if this thing was 
going to work out for me, I had to find a way through that 
frustration. (Elaine) 

Dina and Elaine expressed a common problem: the difficulty in maintaining a 

positive outlook, necessary for any salesperson. in spite of the constant 

rejections from prospects. Many of the most-read books in the industry target 

this problem (Biggart, 1989). and an oft-heard guiding phrase is: "this business 

is 80% attitude." Hannan (1987) notes that "negative thinkingn is blamed as the 

main cause of distributor inactivity. Regardless of whether this is true or not is 

not important. because positivity training is beneficial for maintaining sales, a 

fact that benefits both the upline leaders and the corporation. Overcoming 

problerns. as Dina and Elaine struggled to do. is also considered to be part of 

running one's business with "postureln which Hannan found to be a regular 

theme among Amway distributors. In fact, Amway members talk openly about 

these problems at "Attitude Sessions." which are workshops held by some 

distri butor-led 

in Chapter 5. 

When I 

motivational groups (Probandt, 1998). which I shall further discuss 

first got involved, I knew a lot of people who said "1 had a 
friend who tried that and he said it wouldn't work." But that never 
made sense to me-if you got sick would you cal1 a doctor or 
somebody who quit medical school? (Bo) 

My biggest challenge in the beginning had to do with my own poor 
track record: I had been involved in the Networking industry for so 
long without ever sponsoring even one person. The thought of 
sponsoring 10 or 20 people was overwhelming. When it came 
down to actually building the business, my confidence level was 
really low. Like a lot of other people, the rejection really hurt m e 4  
took it al1 so personally. That had been my downfall in the other 



programs I'd been involved in. I would talk to two or three negative 
people, and for some reason their attitudes wduld really affect me. 
I would just hang it al1 up right then and there. The pain of their 
negative comments just stopped me from getting anywhere. 
(Jordan) 

Jordan admitted that the pain of rejection reduced his self-confidence. Although 

this problern may not be discussed with distributors when they first join a 

Company, industry experts do admit to the need to be able to handle rejection. 

Poe (1995) wams distributors that in spite of an irnproved image in North 

American society, 

network marketers still need to brace themselves for a barrage of 
discouragernent from friends and family. Many will still poke fun the 
minute you announce you've joined a network marketing Company. 
Be prepared for the worst. Cultivate a hide as thick as rhinoceros 
skin. And always rernember that criticism is the surest sign that 
you're making an impact. (p. 40) 

Condescendina Attitudes 

As discussed in earlier chapters, the network marketing industry is often 

perceived as being corrupt, or at least fraught with controversy. Impressions are 

formed of the industry from various sources, but often end up culminating in 

rather condescending comments from those who are approached as potential 

recruits. The interviewees saw this as a major problem. 

I also had a challenge-and I think a lot of us in networking deal 
with this-of getting other businesspeople to take me seriously as a 
business owner. Quite often the reaction can be, "Oh, you're doing 
your M e  networking business. Isn't that cute." That can be so 
f rustrating. (Lisa) 

When I first started, my warm market contacts were professionals, 
and the attitude of these people was that Network Marketing was 



for those who had no career track or who couldn't find work 
elsewhere. So I had to build an organization of people when it was 
difficult to find people who respected me as a professional. (Ron) 

This is a really humbling career, and it's probably good to be in that 
position because it keeps you grounded. I went from a place where 
people at cocktail parties would crowd around me and ask what 
stock to buy, to a place where people treated me very differently. 
They were in shock that I would leave that big job. Some people 
weren't very nice about it, but I felt comfortable doing what I was 
doing, because I knew this would give me more time with my family. 
My main challenges involved other people's negative attitudes, and 
dealing with that perception a lot of people have that in order to do 
well in life you have to work for somebody else and have a big job 
title. (Liz) 

The "cutesyn image of network marketing may have its roots in the party plan 

method of sales, whereby a host invites guests to a house-party at which 

products are demonstrated and sold. Party plans, which will be further 

described in Chapter 9, began in the late 1930s, and achieved fame with 

companies such as Tupperware, which still today sells reusable plastic 

containers for storing food, as well as other home products. The perception of 

Tupperware parties that many people hold is one of a group of women getting 

together for tea and biscuits, playing silly parlour games, and "oohing" and 

"aahing" over cheap kitchenware. In spite of this image, some women 

developed their Tupperware businesses into multi-million dollar enterprises. 

Similarly, the stereotype of the overly made-up woman in a pink dress going 

door-to-door selling makeup as the Avon Lady is etched in the minds of many 

people to whom I have spoken. In the early 1990s, Avcn initiated a multi-level 

selling programme in addition to its century-old single-level sales plan offering 

straight commission to the seller. With the new plan, some women have 

achieved great wealth, and now manage downlines of many thousands of 



distributors-a less "humbling" role that may garner more respect from observers 

than the stereotypical image did. 

Lack of Credibilitv 

People who are seen as credible are listened to and respected for their opinions, 

but that position in life is not bestowed easily, as the following comments 

demonstrate. 

Perhaps the biggest challenge I had was the lack of credibility-not 
only being Young, but also not really having any successful 
background. (Michael) 

Another challenge was that I didn't have any credibility with my 
family and friends. They say that you'll have more credibility with 
your family than anyone else when you're first starting out, but it 
was the opposite for me. My warm market was skeptical and 
negative. (Jan) 

My major and initial challenge was disappointment. For my first 
show, I had al1 these chairs rented and only one person showed up. 
My heart just sank because I was excited-l wanted so badly to 
share the information-and 1 just knew other people would feel the 
same way once they heard what I had to Say. I kept trying and 
trying and people just wouldn't show up; I couldn't get people to 
join. They didn't believe in products that they didn't buy in a store, 
and they were skeptical of me, too, because I was a lawyer. What 
did I know about Network Marketing, right? (Jonell) 

In Canada, many people seem to prefer to purchase products from a store, and 

they are drawn to name-brands that they recognize from television. The 

somewhat desperate attempt by some marginal manufacturers to attach status 

to their products by including on the packaging the phrase "as seen on TV," 

seems to support this observation. Yet, we also have a tradition of buying crafts 



and baking from neighbourhood sales, and garage sales do not appear to be 

diminishing in popularity. Similarly, we do not seem to be adverse to taking a 

friend's advice about a film, play, or restaurant to attend. Nevertheless, the 

credibility problems faced by interviewees are commonly described in industry 

fiterature, and although research is inconclusive on the cause for these issues 

(Gabbay, 1995; Grayson, 1996) one explanation seems plausible. Grayson 

notes that friends of a new distributor sornetimes find it difficult to reconcile the 

distributor's new expertise with his or her past. That is, one week Julie is simply 

good 01' Julie. and the next she is suddenly a nutritional expert telling them 

about their body's need for phytonutritionals and proanthocyanidins. Thus the 

credibility of the new distributor's claims are met with scepticism, and the 

Company and industry suffer by association. This problem is evident in Jonell's 

comments. Lawyers generally have credibility in business circles, and their 

opinions, though popularly maligned, are usually taken seriously. In her case, 

however, the switch to network marketing, and selling products with an 

unfamiliar brand name, both contributed to people's scepticism of her and her 

new business. 

Cor~orate Problems 

The network marketing industry is full of stories of corporate bankruptcies, 

disloyalties, drastic changes to compensation plans, and so foith, as can be 

seen in these statements by respondents: 



We also faced some serious challenges to Our belief level in the 
first year or so-our first company went through a difficult period 
and some leaders in the company left, so we had our beliefs 
shattered a lot. (Kerry) 

I had a pretty strong belief in Network Marketing, but I was ready to 
quit whenever things didn't go well. My husband and I have quite a 
history in the industry, and we've been through many experiences 
together-not al1 positive. We went through a couple of companies 
that went out of business. We even tried to start Our own and spent 
a year and a half trying to fund this company that just wasn't going 
to make it. Finally, almost kicking and screarning, we shut our 
doors. We gave it every ounce of energy and time and money that 
we had until finally we had nothing left-no credit, no assets, 
nothing. (Colli) 

Companies that went out of business because they were ground- 
floor. companies that didn't have their financing together, 
companies that went out of business because the distributors were 
doing such a good job at creating exponential growth. companies 
that had product pulled off the market for distributor hype-they've 
al1 happened to me. I've built great organizations, only to have my 
sponsors leave and go after my downline for their new 
opportunities! They didn't understand how to be professionals. 
They only understood what I cal1 "testosterone marketingn-hyping 
a bunch of people in, frontloading thern, collecting a big check, and 
then moving on to the next thing. My sister even lost her house 
after getting into a company with me that eventually got shut down. 
How do you recover frorn something like that? (Lauren) 

Lauren's comments can be seen as something of a warning to network 

marketing prospects. Perhaps the most destructive situation for a hard-working 

distributor who has invested much effort in building a profitable organization is 

the all-too-common closure of a company that once seemed so promising (see 

Teger, 1980). It may be that distributors with stronger belief in the company 

suffer even more when the company declares bankruptcy. Andrecht (1 995) 

describes these and many other ups and downs of being a distributor in her 

book entitled Bad Blues. Like Lauren, she points to problems caused by 

distributors who use hype to expand their downlines, and she reniarks that 



recruits too often expect their companies to be perfect, and at the first sign of 

corporate faltering, they quit and join another firrn. Distributors are helped in 

their "disloyaltyn by people whom Clements (1997) calls the scourge of the 

industry: downline pirates. These are distributors who attempt to persuade other 

current distributors to join their organization-sometimes even asking them to 

change legs, or lines of sponsorship within the same Company. Clements 

dislikes these pirates because he believes they prey on the doubts and 

insecurities of distributors. and rnake false promises of easy riches if the 

doubters will only join thern in a "better" deal. In the end, he argues, practices 

such as pirating hurt individual distributors and slow down the growth of the 

entire industry by feeding on currently involved rnembers instead of looking 

outward to members of society who have never been involved. He remarks (p. 

121) that although the network marketing sector grew by fivefold in the past 

decade, during the same time period the overall number of people running 

home-based businesses increased by more than 20 times. 

Finally, a few challenges were mentioned less frequently by participants. Not 

having support from their sponsor or other upline persons proved problematic for 

some, as did the lack of good cornputing or other office equipment in the home. 

Downline recruits who had expectations of instant wealth, or wealth without 

effort, were other challenges described by interviewees, as were health 

problems, and being a resident of a small town. 



Overall, the challenges described by interviewees in this chapter are complex 

and varied. The first broad theme that can be seen in the words of participants 

is a lack of preparedness or foreknowledge. Network marketing is not an 

industry that North American students typically learn about in school, and it is 

not a common topic of conversation among people in the workplace or the 

media. Thus many people who are introduced to a network marketing company 

by an acquaintance have extremely little understanding of what they are getting 

into. In conducting this inquiry, I spoke to several middle-aged people who had 

never heard of Amway or Mary Kay, two long-standing and generally well-known 

companies. If these people joined a network marketing company and began to 

build their own business for the first time. they would no doubt face many of the 

challenges described above-particularly those related to knowledge of the 

industry, how to do sales. how to run a home-based business, how to manage 

time and budgets, and so forth. 

A second encompassing theme that is evident in the words of respondents is 

that the business of network marketing is a difficult one. It is demanding for 

many reasons, some of them related to the above probtem of lack of awareness 

of the industry. And for those who encounter the flipside of that problem-the 

stigma and disapproval that often flare up at the first mention of a business 

opportunity-the discouraging results can prove to be ovenwhelming. 



The challenges faced by these respondents are similar to those faced by many 

people in network marketing, as can be seen in industry literature. Indeed, 

several authors consider the industry itself to be the biggest challenge of all, and 

criticize the sector on a number of grounds. In the next three chapters I will 

discuss the opinions of industry observers and researchers who make those 

criticisms. 



CHAPTER 5 

MORAL / ETHICAL CRlTlClSMS 

The interviewees whose words I have accessed have faced various challenges 

in their own work as network marketers; at the same time, several people have 

challenged the legitimacy of the entire industry. These challenges can be placed 

for convenience into three broad categories: moraVethical; pyramidaVtechnical; 

and relationaVinterpersonal. In Chapter 5, 1 will examine the first category in 

depth. First, moral or ethical criticisms include charges that industry participants 

are stifled in their roles, and controlled by upline distributors. In the second 

section, I discuss accusations that the industry is rife with greed, and that the 

predominant emphasis is one of material gain. Next. I outline allegations that 

certain distributor groups maintain control over methods and resources that 

downline distributors use to build their businesses, a problem that leads some 

critics to equate these groups with cults. Finally, a discussion of a series of 

general ethical criticisms concludes the chapter. 



Control, Not Freedom 

Several critics argue that the alleged freedom espoused by network marketing 

enthusiasts is overshadowed by the strict control that is maintained in many of 

these organizations, and that new recruits are lied to about this reality. 

Butterfield (1985) argues that this is the most fundamental myth in network 

marketing, and contends that to be successful, one must "surrender one's brain" 

(p. 21) to upline advisors. There may be a honeymoon period for new recruits, 

critics charge, but once a distributor begins earning significant income, and has 

a noticeable downline, the control begins (Probandt, 1998). The seemingly 

helpful notion of duplication (again, refer to the Glossary on page 304). whereby 

one is encouraged to follow the methods used by successful upline distributors, 

can instead become pressure to "follow a rigid system of duplication. The 

system insists upon specific behavior, beliefs, convictions, and use of approved 

rhetoric" (Fitzpatrick & Reynolds, 1997, p. 176). This contrasts with the notion 

that by joining a network marketing organization, one is entering the world of 

entrepreneurs who own autonornous businesses and work independently. 

Paradoxically, according to critics, the concept of freedom in "ownership" is 

constrained by the twin powers of the upline distributors and their control over 

how one is supposed to "do the business." and the bureaucratie power to create 

innumerable rules that distributors must follow or face possible termination of 

their "businessn-with the attendant financial consequences. Of course, the 

corporate entities have a need to exert some control over distributors (Biggart, 



1989). but the upline distributors are also accused of profiting from the control 

mechanisms themselves, as I will discuss under the section entitled "System and 

Tools." 

Controls exerted by upline members differ from company to company, or even 

within a single company, and many of the strongest critics use Amway 

Motivational Organizations as their reference point. These Motivational 

Organizations are operated by independent Amway distributors, and are not 

officially associated with the Amway Corporation. Headed by powerful jewels 

(high-ranking distributors who Wear the jeweled brooches awarded by the 

corporation as a sym bol of distributors' achievement levels), these groups 

provide information and motivational materials and events to their downline 

members. Not al1 lines of sponsorship within Amway have these organizations, 

and even the organizations themselves have some variation according to the 

personal style of the leader. Many of the criticisms that apply to Amway 

Motivational Organizations do not apply to other groups in Amway, or to most 

other network marketing organizations. However, as Amway is the largest. and 

one of the oldest network marketing companies, it not only holds a position in 

the industry that is bound to draw criticism but also has features ,that make it 

stand out as a target. 

As Connelly and Rhoton (1988) point out, having strong guidelines or set 

presentation routines for demonstrating products may be seen as extremely 

helpful by some distributors, especially those new to sales, but as heavy-handed 



by others. One area of control often mentioned by distributors is a dress code. 

In Amway, for example, "men are expected to Wear suits and ties; women are 

expected to Wear dresses, heels, and makeup. Sports jackets on men and pants 

on women are viewed as not adequately conveying the Amway imagen (p. 25). 

Even clothing colours can be regulated: for men, dark suits, white shirts, and ties 

with some red in them are best (Pratt, 1994). Butterfield (1985) notes that he 

was even encouraged to change his hairstyle to meet the preferred image-so 

he did. He also states that at one seminar, his upline said: "When you're 

lounging around the house on a weekend and you go out for a gallon of milk, put 

on a coat and tie. You might meet one of your prospects at the store. . . . You 

have to look successful not only when you're showing the Plan, but every time 

you appear in public" (p. 90). 

Another point of control described by detractors is the pressure placed on 

distributors to purchase audio tapes, books, video tapes, and to attend meetings 

and rallies related to the business. Once again, some of the worst offenders in 

this case seem to be the Motivational Organizations operated by certain Amway 

distributors (and it should be noted that not al1 network marketing companies 

promote these kinds of items in a similar fashion). More will be said on this topic 

under the heading "System and Tools," but one example of the problem is that 

distributors are discouraged from reading any books that are not on an approved 

reading list, and are told to stop watching television because it is a negative 

influence. This may well be true, but objectors are concerned about the lack of 

choice represented by these examples. 



Choices are even limited, in the worst cases, with regard to the dreams that 

distributors should hold for their future. Dreams are modeled on a stereotype of 

a wealthy lifestyle (Butterfield. 1985), and only those dreams that can be 

satisfied with money are encouraged. Describing his doctoral thesis research on . 

Amway, for which ha enrolled as a distributor, Pratt (1994) writes of his 

resentment toward his upline jewel for imposing even the most mundane aspects 

of a dream. He was pressured to desire cowboy boots and diamond rings even 

though he was not interested in owning those items. 

Related to the iimitations placed on distributors' choices is the obligation to 

counsel with their upline on various matten. Seeking the counsel of upline 

members involves asking their advice on most decisions, and allegedly ensures 

duplication and loyalty among downline distributors. Probandt (1998) contends 

that failing to seek the counsel of one's upline in Amway would result in being 

labeled a "rebel." and in not being invited to speak on-stage at funcfions. As an 

example, he notes that purchasing an automobile is seen as vitally important, 

and in his line of sponsorship, only Cadillacs were approved. Other lines of 

sponsorship looked favourably on any brand of car manufactured in the United 

States (e.g., Pratt, 1994). One distributor indicated that he had purchased a 

Recreational Vehicle (a popular item in Amway circles) without first consulting 

his upline. The upline advisor was not pleased, as the purchase was not of the 

highest quality. The distributor chose to seIl his RV and wait until he had 

accumulated enough money to purchase the suggested model (Pratt, 1994, p. 



93). A similar story is recounted by Butterfield, so it may be one of the Amway 

legends, but the point remains. 

Constraints on choices even extend to choices made before getting involved in 

an Amway Motivational Organization. 

There are some distributors who acquired nice jewelry, cars, etc. 
pnor to starting their Amway business. They are encouraged by 
their upline not to Wear the jewelry or drive the car because it will 
inhibit their upline's ability to effectively work in their group-thus 
hurting their business. Furthermore, they shouldn't use it because 
the car, jewelry. etc. was not purchased with money from the 
Amway business. This is unbelievable but true. What may be even 
more unbelievable is that people go along with these rules. I guess 
in some cases they're afraid not to. (Probandt, 1998, p. 9) 

Furthermore. the control exerted in the duplication System-a system based on 

Skinnerian techniques, according to Butterfield (1 985)-extends to our very 

bodies. "Distributors tend to copy the walk, mannerisms, voice inflections, body 

language, and clichés of their Directsn (p. 80). 

Some members of the upline groups that practice these techniques would 

protest that upline control and counseling are in the distributor's best interest, as 

it helps them succeed in the same way that the upline did. Probandt (1998) 

disagrees: 

The upline will tell you that there is no danger in counseling 
because, '7Ne would never tell you anything that would hurt your 
business! If we tell you something that hurts your business, we are 
just h-urting our own." That's not always a good thing! If your 
daughter's graduation fell on the same weekend as a Major 
Function. which activity is the most profitable for your business? 
Just because an activity is profitable, it doesn't mean it is always 
the right choice. (p. 10) 



Biggart (1989) notes that since distributors work rnostly alone, they are 

encouraged to control themselves; the tapes and books are used for this 

extensively. tiowever, self-control does not feel as manipulative and controlling, 

and the organization can retain the image of benevolent helper. "ln teaching 

distributors strategies for self-control-self obseivation, self-goal-setting, self- 

criticism-the organization is perceived as helping individuals achieve their own 

goals, not as manipulating workers to an alien end established by management" 

(p. 165). Or, in the words of Butterfield (1 985): "you do it to yourself. You fasten 

the puppet strings ont0 your own hands and feet, and then dance out on the 

stage singing 'Born Freel" (p. 93). 

Finally, several authors have obsewed a "positivity code" amongst network 

marketers. Pratt (1 994) calls it "positive programming," and describes it as 

simply the effort to surround oneself with positive influences and avoid any that 

are negative. This can include disposing of one's old (negative) ways of thinking 

and replacing them with a positive outlook. Thus, whenever one is asked "How 

are you?", the appropriate response is always "Great! Never been better" 

(Connelly & Rhoton, 1988). Dean (1998) declares: "Remember, you can't tell 

anyone how difficult this really is. You never know when you might be talking to 

a potential recruitn (p. 53). Getting a new attitude (Biggart, 1989) is seen as 

paramount to success in the industry, and consumes much of the time spent 

listening to tapes and attending rallies. Leaders of Amway Motivational 

Organizations suggest that if any doubts or other stinkin' thinkin' should arise, 



the rule is to always take one's concems upline: positive energy should be the 

only thing one's downline ever feels or sees. 

The positivity requirement is also applied to activities conducted to build a 

network marketing business. Maintaining positivity is done not only through 

thought processes. but also through actions such as Showing the Plan. In his 

doctoral thesis research into Amway distributor groups (or organizations), 

Hannan (1987) found that showing the plan was repeatedly held up as the 

positive thing to do with one's time; thus, if a distributor wished to avoid 

appearing (or feeling) "negative," he or she should be out showing new 

prospects the opportunity five or six nights per week. Negative thinking was 

seen by distributors as the root cause of inactivity among themselves, and as the 

reason people declined to join Amway after seeing a presentation. Hannan also 

proposed that the pceitivity rule really amounts to "positive speaking," since 

distributors told hirn that they kept silent when they had doubts or criticisms of 

Amway for fear of being seen as negative. He concludes that a process of 

collusion exists among distributors, who act as if other mernbers are "positive 

thinkerslfl even when faced with contradictory evidence. 

Before concluding this section. sorne of the roots of the positivity programrning 

used in some network marketing organizations should be noted. "The value 

system taught in Amway is a cousin of the whole modern 'consciousness 

transformation' movement, which includes an amorphous flux of loosely related 

ideologies and groups: scientology, est, mind dynamics, psychocybernetics, 



success motivation instituten (Butterfield, 1985, p. 129). The System can also be 

traced to the works of Dale Carnegie, and to books with titles such as Think and 

Grow Rich, The Magic of Thinking Big. and The Power of Positive Thinkinpby 

Napoleon Hill, David Schwartz, and Norman Vincent Peale respectively. The 

last book, by Peale, outsold every nonfiction book in the mid-1950s with the 

exception of the Bible (Biggart, 1983). The theme of many of these books is that 

a "proper" outlook, rather than hard work (or luck or intelligence), is the key to 

success, and thus these books are on the required reading lists of many Amway 

Motivational Organizations. Prosperity Consciousness, and other recent 

adaptations of what is now often called the New Age movement, have loaned 

their metaphysical message to network marketing. The notion that you become 

what you think about has great democratic appeal, and the publishing and 

purchasing of these greatly numbering materials has become so enmeshed with 

the network marketing industry that it may be impossible to separate the two 

(Fitzpatrick & Reynolds, 1 997). 

Materialism and Greed 

One of the strongest critiques of network marketing on moral grounds is that the 

industry is rife with greed. Pointing to the widespread use of images of exotic 

cars, yachts, jet planes, furs, jewelty, and enormous houses shown in 

recruitment brochures and video tapes, critics charge that the appeals are based 



on the covetousness that is now rampant in North America. (Incidentally, 

Hoagland (1999) suggests that some of the cars, boats, and even homes shown 

in certain promotional books rnay be ternporarily leased by jewels for the 

photograph sessions.) As mentioned earlier. most of the dreams that 

participants are encouraged to dwell upon can be fulfilled only through monetary 

rneans. Although dreams of riches have been with us for centuries, Fitzpatrick 

and Reynolds (1997) posit a connection between the growth of pyramid schemes 

and network marketing companies, and the New Age movement in the United 

States. "The current day result is that the acquisitive materialism of western 

culture has captured the hearts of even New Agers leaving only a thin veneer of 

disingenuous spirituatity which cleverly and temptingly equates wealth and 

salvationn (p. 197). The riches with redemption equation, they argue, has 

resulted in the rapid spread of both pyramid schemes and network marketing 

throughout North America via New Age proponents. They surmise that the 

frequent seminars and personal growth efforts of many in the New Age 

communities dovetail perfectly with those of the network marketing sector. The 

need to repeatedly attend motivating seminars (because the effects Wear off 

quickly), and the emphasis on success through wealth. they contend, are similar 

for many members of both communities. 

Fitzpatrick and Reynolds (1997) believe that acceptance of the core values in 

the industry lead to bewilderment and humiliation for those who quit after they 

fail to succeed. Success, they argue, used to be seen in a larger frame of 

values, not merely in wealth and acquisitiveness (see also Biggart, 1983). Even 



televangelist and right-wing politician Pat Robertson started his own network 

marketing Company (Isik & Hosenball, 1994). and, according to Fitzpatrick and 

Reynolds, promoted it as "one of the greatest expressions of the Biblical 

principles of prosperity" (p. 139)' thus making a link to what is called in some 

circles. "prosperity theology." Fitzpatrick (1 997) holds that this "overreaching 

appeal to wealth and luxury conflicts with most people's true desire for 

meaningful and fulfilling work in something in which they have special talent or 

interestn (p. 2). In the network marketing industry there does exist a quest for 

community, security, and spiritual deliverance. Nevertheless. Fitzpatrick alleges 

that the primary emphasis on financial gain distorts those values and often 

results in thern being ignored or forgotten. 

Finally, Roth (1 997) makes the following observation: 

If Amway isn't a scam why did it seem so much like one? It may 
win heaps of praise nowadays. but Amway doesn't seem to have 
changed much at all. Perhaps what's changed is us. While Amway 
is the same as it ever was; the rest of us have made peace with 
commercial insanity. Maybe capitalism has finally reached the 
stage of self-parody. unblushingly celebrating a house-of-cards as 
its highest achievement. (p. 42) 

Roth's comments target the recent changes in Amway that are an attempt to 

modernize its distribution system and remove the worst excesses of the Amway 

Motivational Organizations. Perhaps. he suggests, materialistic North Amencan 

society no longer cares whether commercial excesses and scams abound. 

People may want a piece of the potential action whether it crosses moral 

boundaries or not-a future Roth does not anticipate with pleasure. 



System and Tools 

In recent years there has been growing criticism of one of the methods that 

certain network marketing companies use to distribute information and 

motivation to downline distributors. Once again, this objection is iargely aimed 

at the Amway Motivational Organizations. Formerly called the Pattern (Hannan, 

1987), and now referred to as the System, it encourages distributors to use 

Tools to aid them in their recruiting and sales efforts. The Tools consist mainly 

of audio tapes and books, but also include videotapes, attendance at seminars 

and large rallies, cornputer programmes, compact discs, and other literature. 

The problern is that it is now evident that the powerful upline distributors who run 

the Motivational Organizations profit not only from their involvement as Amway 

distributors and the resulting sales volume of their downline, but from the Tools 

themselves (Juth-Gavasso, 1985; Midgett, 1999; Probandt, 1998; Schwartz, 

1999; Wilkes, 1999). According to critics, this is an unethical way to earn 

money, and the fact that these profits have been kept a closely guarded secret 

for so many years serves to prove this point. 

Many distributors in various companies provide their downline members with 

tapes and books to help them build their businesses. The difference between 

usefulness and exploitation is one of emphasis and cost. In addition to Amway, 

some other companies, such as Equinox, have been accueed of unfair practices 

in this regard. For example, in Equinox, the corporate office itself was profiting 



from its motivational serninars, which were promoted extremely heavily, and 

which often cost attendees hundreds of dollars-and more than $2,000 for some 

weekend serninars (Borra, 1996; Mills, 1996). Thus, pnor to the collapse of 

Equinox, seminars became even more important than the products the company 

was supposed to be selling. Another company, Nutrition For Life, required new 

recruits to purchase $100 of educational audio tapes each month-until the 

Attorney General of Illinois put a halt to that part of the company's programme 

(Fitzpatrick 8 Reynolds, 1 997). 

In Arnway, the difference of emphasis and cost is, oddly enough, internal. The 

Amway corporation does provide a few "Business Support Materials," but sells 

them through their catalogues at not unreasonable prices, and does not 

pressure distributors to purchase them at every turn. The independent 

Motivational Organizations that operate in many (but not all), lines of 

sponsorship, are controlled by high-ranking jewels, who place intense and 

unceasing pressure on their downline members to purchase more Tools and 

attend more functions (Butterfield, 1985). Legend has it that one of the world's 

leading Amway distributors, Dexter Yager, began supplying motivational 

materials to his downline members in the late 1960s because he found that 

otherwise, they were only motivated when he was ptesent. Thus the audio tapes 

and books allowed him to leverage his time. and keep his downline distributors 

motivated and enthusiastic about building their businesses-a factor that he 

credits for his great success. Soon the tapes became a method of getting 

information and motivational stories presented at meetings to those who were 



unable to attend (Probandt, 1998). All of these adaptations led eventually to the 

point that today, Yager owns several publishing companies that together sel1 

more than $35 million of Tools to members of his Amway downline each year 

(Fitzpatrick & Reynolds, 1997). 

The details of the Tools trade have corne to light in large part because of the 

efforts of disgruntled Amway distributors, both former and current. In an unusual 

development, one current distributor, Probandt, who has, along with his wife, 

reached the exalted rank of Emerald (a level of achievement named after the 

jewel), created a large and very detailed website outlining what he sees as the 

many problems with the ways Amway Motivational Organizations operate. He 

hopes doing so will rid Amway of these organizations, and improve the business 

for al1 distributors by ernphasizing the corporation's rules and guidelines 

primarily. Probandt's website includes audio files of speeches and 

conversations with other Amway jewels, (also called pins, for the bejeweled 

brooches that distributors receive upon reaching a new payment level, or pin 

level) as well as scanned copies of damning documents, such as cheques paid 

to him by his upline for the Tools business. The following lengthy series of 

quotations (Probandt, 1998, System Part II) will help explain some of the 

intricacies of the System. 

If you are not familiar with the world of Amway, you are probably 
wondering what the big deal is about that. Let me explain. Upon 
entering the world of Amway you are told of the importance of the 
system. You need to buy two cassette tapes every week. These 
are called the Standing Order Tape (SOT) and Go Getter Tape 
(GG). They are six dollars each. There is also sales tax and 
handling, bringing this first purchase to about $54.00 a month for 



my particular organization. There is also a Book of the Month 
(BOM) that sells at around $10.00 a month. There are various 
other "tools" that you are told are crucial to your success. Various 
videos, cassettes, brochures, books, and you name it. There is an 
endless supply of new tools. You are told that if you don7 order 
extra tools above the SOT and GG you are not serious. It is a 
conservative estimate that a distributor will spend another hundred 
dollars or more each month on additional tools. (p. 8) 

There is also an open meeting that you have to attend at least once 
a month. This will cost you $8.00 a couple. We will be kind and not 
add the cost for baby-sitters and coffee aftewards. . . . There is 
also a monthly Rally for eight months out of the year. This will cost 
$40.00 per couple to attend. . . . Four months out of the year there 
are "Major Functions". These are weekends that are motivational 
with a splash of information. Three of them are "packagesn that will 
cost you about $600.00 a couple. This includes hotel, meeting fees 
and some banquet meals. In addition, most people have to drive 
cross-country or fly to these functions. The locations Vary from 
Dallas to Denver to St. Louis to Orlando and everywhere in 
between. The meetings go from 9 a.m. to 2 a.m. or even later 
(earlier?) One of the major functions is not a package but a ticketed 
function. This function is held in Indianapolis, Memphis or other 
locations. The charge is around $200-5240 per couple. You pay 
for your own hotel, meals, transportation, etc. 

Let's add up our yearly expense: 

SOT & GG $648 
BOM $1 20 
Tools $1 200 
Open Meetings $96 
Rallies $320 
Major Functions $2300 
Transportation $5000 
Total: $9684 

(Probandt, 1998, System Part II, p. 9) 

I have never seen a major function in 6 years that hasn't had a 
profit. In fact there is a lot of money left over. The Emeralds and 
Diarnonds split it up. As an Emerald I usuatly get 2-3 thousand 
dollars from a weekend function. Emeralds are not privy to how 
much the Diamond bonuses are, but we have al1 been told many 
tirnes, the real money is at Diamond. The structure from which we 
split up the pot is very organized. As an Emerald, I receive about 
$10 per person. I'm guessing the Diarnond bonus would be $20-50 
per person. (p. 1 1) 



You may be thinking, what about production costs? Well, since the 
tapes are made at functions, that would be more accurately 
described as production profit! Also, Dexter's corporation, Intemet, 
has a web site where tape duplication services are advertised. You 
can easily get a tape duplicated from lnternet for sixty cents apiece! 
They further report on their site the ability to duplicate 150,000 
tapes per day. I have had as many as 5000+ tapes a month going 
through my organization. We're not talking small money for 
Emeralds. It is my belief that most Emeralds make approximately 
half of their income in Amway from the system. (p. 13) 

Probandt's entry into the profits of the System came during a conversation with 

his upline, who explained that kick-backs of 20 to 30 cents per tape would be 

given to Probandt now that he had achieved the level of Direct Distributor. 

He went on to tell me that Dexter Yager put money in the system to 
make up for the fact that there wasn't enough money in the Amway 
plan. He told me that this was a secret that you only found out 
about when you went Direct. I wasn't to tell anyone. He told me 
this tape break was not a right but a privilege. This money should 
not be used to create a lifestyle but to help me give away more 
tapes and put gas in my car. It was implied that if I were ever not 
building the business, this "tape break" money would be taken 
away. 

Just so those of you reading this understand, I was to continue to 
charge my people $5 per tape, but my upline was going to charge 
me $4.80. As I am writing this, it seems so obvious to me that the 
"tape break" was wrong. I didn't see it that way at the time. The 
people in my upline had been so edified (deified) that I'm sure there 
wasn't much they could have told me that I would have questioned. 

. . . Well, that's how it al1 started. As I would reach a new level they 
would infom me of new "tape breaks" I qualified for. I have since 
become an Emerald and broken two Emeralds in depth. I will give 
you the tape break on a cassette tape up to the level I am privy to: 

Distributor $6.00 
Direct $5.70 
Direct with a Direct in your group $5.60 
Sapphire $5.45 
Pearl $5.40 
Emerald $5.20 



Emerald with one Emerald in your group $5.05 
Emerald with two Erneralds in your group $4.90 
EM-3 through EM-10. . . ? 
Diamond ? [etc.] (p. 14) 

To sum up what I see wrong-if there is nothing wrong with the 
profits made from the system, why doesn't the upline want anyone 
to know about it? When the Sales and Marketing plan is shown, 
why is nothing mentioned about the system income when it is a 
large source of incorne for the larger pins? The huge lifestyle is 
portrayed without the full explanation of how it is made. I think it is 
because if the average person knew the upline was making a 
fortune from the system, there would be two major repercussions. 
1) The upline would no longer be able to promote the system so 
hea vily. 2) The dis tribut ors wouldn 't participa te so blindly or 
fervently in the system. (p. 1 7) 

Once again, it is my speculation that the primaty reason so rnuch 
emphasis is put on tools by the highest pins is because the tools 
are the primary source of income of these pins (p. 6). They are the 
ones teaching us to 'promote, promote, promote." In stark contrast, 
Amway products are rarely promoted with such zeal. To be fair, 
attending a major function or even a rally can be a very moving 
experience. This is no accident. (p. 12) 

Probandt's website is not the only source of information about the excesses of 

the Tools; others have brought to light evidence presented in numerous lawsuits 

filed by Amway distributors (Fitzpatrick 8 Reynolds, 1997). Juth-Gavasso's 

(1985) research for her Ph.D. thesis uncovered data from an 1984 lawsuit in 

Ohio that showed that one Amway distributor, whose Amway sales grossed 

$59,000 one year, earned an additional $500,000 from the promotion of Tools. 

These large discrepancies in income sources are, according to detractors, built 

in part on one of the most lucrative aspects of the Tools trade: the fees that 

jewels receive for speaking at engagements. For smaller Open Meetings, 

Probandt (1 998) indicates that an Emerald commonly receives appmximately 

$500 as an under-the-table fee. Large Rallies apparently have a fee schedule 



for the higher jewels, which sets the Emerald rate at $1,000, the Diamond rate at 

$6,000, and the Crown Ambassador rate at $20,000. This speaking fee is per 

event, and there are dozens or hundreds of these large events annually in large 

organizations, and thousands of the smalfer kind. 

The System has become so important to the powerful jewels that they allegedly 

assess the health of their downline organizations not by examining official 

reports, supplied by the Amway Corporation, of their group's product sales, but 

by counting the nurnber of tapes and books ordered each month (Hannan, 

1987). Nonetheless, industry watchers Say, the materials have such poor 

content that they may serve only to keep distributors from quitting (Multisense, 

1999); as soon as motivation fades, one must purchase some more. "This 

motivational 'shadow pyramid' further exploits the flagging recruits as they spiral 

inexorably into oversaturation and failure. The more they fail, the more 'help' 

they need from those who are 'successful' above themn (Vandruff, 1999, p. 5). 

Butterfield (1985) argues that the tapes are only secondarily meant as 

instruction; their main purpose it to wrench belief and cornmitment from 

distributors. "Hearing the same Rallies over and over, the same banalities 

followed by whistling and foot-stomping applause, the same prayers, the same 

invocations to God and Country, al1 work on people's minds to insure that 

Amway 'gets into' them and that they will give unquestioning loyalty to the upline 

Directsn (p. 102). 



Probandt (1998) asks why the corporation has not put a stop to what ha sees as 

the unethical side trade in Tools. In partial answer, he contends that attempts 

by Amway owners to do so in the 1980s resulted in lost sales amounting to 

hundreds of millions of dollars because of 'boycotts" by leading distributors. 

Furthemore, although it is not widely known in Amway circles, the two founders . 

and owners of Amway, Jay Van Andel and Richard Devos, initially formed the 

Ja-Ri Corporation, which still sits at the top of the Amway chain of distributors, 

above some of the biggest champions of the System, such as Dexter Yager 

(Juth-Gavasso, 1985). Therefore, the owners still draw a monthly bonus based 

on product sales of their powerful downline, though it is unlikely they benefit 

financially from sales of Tools, as that money stops its uphill journey at Yager. 

Nevertheless, because of product sales commissions, the owners may have a 

personal interest (in addition to a corporate one) in not chatlenging the influential 

leaders in their downline, for fear the big jewels may leave Amway for another 

network marketing organization-taking hundreds of thousands of the faithful 

with them. 

One of the ironies of the Tools trade is that the payment ratio is the reverse of 

that in the Amway bureaucratie structure. For example, if Julie purchases a 

bottle of vitamins, the people who receive the most commission in her upline are 

those closest to her, such as Mike and Sandra. The least amount of commission 

(per sale) goes further up the chain to the Emerald, Diamond, and so on. 

However, for sales of Tools not authorized by the Amway Corporation, the 

people who benefit most are those highest up in the hierarchy. Probandt points 



out that the System is not a written contract, and therefore is partly sustained by 

members who do not want to rock the boat for fear of being denied money; for 

example Probandt claims that since his website was published, he is no longer 

"invited" to speak at engagements-a repercussion that costs him many 

thousands of dollars per year (Probandt, 1998). 

Another way that the System survives is through the strict prohibition that 

prominent jewels place on crosslining. If Sandra enrolls both Deena and Mike, 

and then Mike sponsors Julie, the three people fom a single line-Sandra, Mike, 

Julie-but Deena is considered crossline from Mike and Julie. If Deena goes on 

to sponsor people and build a dowline of her own, she sits at the top of a 

separate organization that does not interact in a financial way with that of Mike, 

who is on a separate leg. The factor that once again distinguishes the Amway 

Motivation Organizations from the corporation itçz!f is that they would forbid 

Deena from interacting in any way with Mike or Julie: she is supposed to avoid 

crosslining by communicating only with her upline mentor, Sandra, or with future 

downline members that she may sponsor. Breaking this rule can, according to 

the jewels, destroy one's organization. It is acceptable to inquire as to 

someone's health, but never to visit someone in another leg for lunch, see a 

movie together, or share a car ride to an Amway event (Probandt, 1998). 

Some of the strictures in regard to crosslining are perpetuated by the distributors 

themselves, as Roth (1 997) describes in the following description of one Amway 

participant he knew: "Crosslines were her cornpetition, soaking up prospects and 



'saturating' Chicago before she had a chance. She was incensed when they 

hogged seats at meetings, hysterical when they went Direct" (p. 59). Generally, 

though, opponents assert that the anti-crosslining rules exist to keep critical 

information from being spread between distributors. As mentioned earlier, 

members are encouraged to take any "negativen feelings to their upline only, and 

give downline people only positive vibes. Hence, one can see that information 

dangerous to the jewels is likely to be confined to only a few distributors at a 

time. 

Early on in his fairly successful two year stint as an Amway distributor, 

Butterfield (1985) wanted to gather al1 of the members of his small but growing 

downline together to discuss strategies and to teach them sorne techniques for 

retailing products. He rnentioned to his upline Direct that he was arranging a 

small-scale serninar at his home. He claims that within an hour, he received a 

telephone cal1 from the higher-up Pearl jewel instructing him to cancel the 

meeting because it would involve crosslining between members of different legs. 

He persisted, saying he was entitled to invite whom he wished to his home. 

What occurred next is an indication not only of the perceived danger of 

crosslining but also of the power that the System holds. His upline Direct called 

everyone in Butterfield's downline. told them the meeting was canceled, and 

instead invited them to a meeting in the near future at the Direct's home. To 

Butterfield, the cooperative venture that he perceived Amway to be in the 

beginning, soon transfigured into a competitive enterprise, completely controlled 

by the jewels, and supported by the ban on crosslining. Though he did not reach 



the level of Direct Distributor, and so did not leam the intricacies of the Tools 

trade, Butterfield argues that he saw enough of the Yager System to be 

confident in his denouncement of it as unethical. 

Some observers of the network marketing phenomenon have gone as far as to 

compare these organizations to cults. Even supporters, such as Conn (1985), 

admit that Amway members can becorne obsessive. And as discussed earlier, 

Stull (1 995) found Cell Tech participants to be rather fervent in their attachment 

to the work of their network marketing Company. Others, such as Fitzpatrick and 

Reynolds (1997), argue that the industry promotes a way of life and a philosophy 

of living-circumstances that differ markedly from most business institutions in 

North America. 

Stronger critiques come from people, such as Butterfield (1985; see also 

Schwartz, 1999), who maintain that a 24 hour-a-day obsession with a dream of 

selling and enrolling is far different from even the manipulation that sometimes 

occurs in automobile, or insurance sales. To Butterfield, the difference is that 

conventional salespeople are merely attempting to seIl their product and make a 

living-not to Save the world. He asserts that Yager's motivational System: 



civilizes its members like pupils in a missionary school: determines 
what clothes they Wear, what books and magazines they read, what 
values they believe in, how to run their marriages and homes, how 
to spend their money, who to associate with, how to manage their 
downlines, what to Say and what to think and, by suggestion, what 
political candidates to support. There is not rnuch free enterprise to 
be found here. (p. 152) 

The Unification Church, also called the Moonies, fits our image of a publicly 

tolerated cult, according to Butterfield, but he declares the similarities between it 

and Amway are so strong that he wonders if they are in cahoots. Moreover, he 

argues, if we saw the Moonies selling millions of audio tapes, holding giant 

rallies in every city, enrolling millions of people. and so on, we would panic. In a 

similar vein, Probandt (1998) indicates that members of his group have taken to 

talking about the requirements of his upline as "drinking the KoolAid," a 

reference he daims is not rneant to equate what goes on in Amway with the 

Jonestown massacre. 

One of the reasons that many people quit Amway in the early stages is that the 

rallies and tapes are off-putting, and the more one is pressured to attend or to 

listen, the more disturbing they become (Roth, 1997). Butterfield holds that 

those who stay must becorne true believers. and must give up fighting the 

System by returning to childhood archetypes and letting the System "get into 

you" completely. Other researchers point to the strategic manipulation of the 

emotions of new recruits by upline veterans in Amway. "Ambivalence (conflicting 

emotions) can be purposively stimulated by organizational 'veterans' to impel 

'recruits' toward attaining two movements: (1) a dramatic break with past ideas 



and behaviors and (2) a zealous attachment to the Amway organizationn (Pratt & 

Bamett, 1997, p. 67). 

Although zealousness and breaking with past ideas are sometimes elements of 

indoctrination into cults, other writers contend that the circumstances in this type 

of network marketing organization is more akin to an addiction. To them, the 

hype, the excitement, and the effervescent relationships with both upline and 

downline members are al1 adaictive elements of these businesses-elements 

that mask an ulterior motive of encouraging more sales and recruiting (Dean. 

1998). The addiction motif is tumed on its head by Roth (1997), who posits that 

Amway members portray people who hold traditional jobs as the addicts. 

Workers. they emphasize, are addicted to the "immediate gratification" of a 

weekly paycheck and are in denial about their problem. Roth contrasts that 

notion with the "delayed lifen that Amway participants live, while in the meantime 

replacing the negatives in their lives with positives and dreams. 

The 12-step shtick was a ready justification for the cult-like regimen 
of World Wide followers [an Amway Motivational Organization]. 
Like alcoholics, wage junkies had to attend frequent meetings, 
supplemented with books and tapes, to keep on track; they had to 
dissociate themselves from bad influences, i.e. "broke" friends and 
relatives who would try to keep them down; they had to follow "Eight 
Core Steps" (four of which involved buying stuff from either Amway 
or World Wide Dreambuilders); and they had to let go of their ego 
and overcome their fear of change, to open themselves to the 
counseling of their upline "sponsors." Sponsoring, as in Alcoholics 
Anonymous, was an act of love and healing. Your uplines would 
never mislead you, even if their wisdom rnight seem strange to your 
still job-addled mind. (p. 58) 

Roth's observations of three Amway members lead him to conclude that for 

them. the process of "recovering" from their job addictions had become an end 



in itself, and their continued participation in the organization was no longer 

predicated on financial gain, but on "growth." 

Critics of netwoik marketing also make the related allegation that the industry 

has characteristics of a religion, creating conflict with its profit motive. Of 

course, having religious aspects does not make the field a cult, but this 

argument is advanced by some observers. For example, in her two year study, 

Peven (1968) found religious analogues for many of the activities of the 

distributors she studied. When a distributor becomes sornewhat successful, 

she finds untapped resources within herself and devotedly 
attributes this new feeling of pride to the company for which she 
works. She then undergoes a conversion-like experience and is 
ready to share her faith with al1 who may feel this lack of belief in 
themselves. She becomes a proselyte and feels committed to 
sharing this new "faithn with others. She has heard the "Good 
News" and 'Salvationn is now hers. (p. 102) 

To Peven, the corporate office is akin to a priesthood, and the dealers are its 

congregation, who must believe, have faith, wait for their future reward, and 

band together as "insiders" against the uninformed "outsiders." Another writer 

suggests distributors for one cosmetics company treat the corporate leader like a 

rnessiah (Marchstti, 1996). Roth (1997) also feels that members undergo a 

conversion experience, and points to its necessity for success in the industry 

because so many of the products defy conventional sales methods, requiring 

complicated personal instruction and strong belief before sales can be 

completed (see also Pratt, 1994). 



A more careful term is used by Green and D'Aiuto (1977), who see a quasi- 

religious atmosphere in Amway, complete with rites, ritual, and myth. They 

hypothesize that distributors do not become more religious after entering the 

organization but, rather, their existing beliefs mesh well with the evangelizing 

tone of the Motivational Organizations. The rallies especially, serve the purpose 

of repeating rituals and ideas on a frequent basis, keeping people active in the 

organization as long as possible. Green and D'Aiuto found that Amway 

meetings start with a prayer, and contain many references to God or the Lord 

during speeches (see also Pratt, 1994). They also note that many distributors 

prospect for new recruits in churches, with the encouragement of the 

Motivational Organization leaders. Indeed, even some of the newer network 

marketing firms, such as Reliv and Mannatech, maintain an explicitly Christian 

atmosphere, and attract many Christian distributors (Woodard, 1997). 

To close this section on cultism in network marketing organizations, the work of 

Hannan (1987) seems applicable, even though he did not examine network 

marketing in terms of cults. He did, however, point to several features of Amway 

organizations that share rnany aspects of a cult environment. He cites Berger's 

concept of "alternation," to explain why so many networkers remain enmeshed in 

their companies. "Catholic confessional discipline, Communist 'autocriticisrns' 

and the psychoanalytic techniques of coping with 'resistance' al1 fulfill the same 

purposes of preventing alternation out of the particular meaning system, allowing 

the individual to interpret his [or her] own doubts in terrns derived from the 

system itself, thus keeping him [or her] within it" (Berger, 1963, p. 51 -52, as cited 



in Hannan, 1987). In this view, Amway participants who continue to attend 

rallies and repeatedly listen to recordings of those, or similar, rallies are likely to 

see any "negative" thoughts in the very terms that the System teaches to them- 

thus rejecting those thoughts and replacing them with appropriate positive ones. 

The Tools help reduce the likelihood of an alternative interpretation of events 

that do not fit the success ethic as defined by the System's leaders. Similarly, 

Pratt describes a distributor who found that his intellect "got in the way" of his 

ability to accept some of the System principles. Nonetheless, the longer he 

maintained a close relationship with his upline. the more the principles began to 

make sense to him (Pratt, 1994). Hannan (1987) points more specifically to the 

curriculum of the Tools when he concludes that "the study reveals a deliberate 

and systematic collusion by MLM [multi-level marketing] participants to restrict, 

via their curriculum, the range of assumptions about their socioeconomic activity" 

(p. 134). He argues that negative information is suppressed, and the role of the 

upline members as teachers is to selectively present information that upholds 

the meaning system that they wish downline distributors to absorb. 

General Ethical Criticisms 

There are a number of criticisms of network marketing that are emphasized less 

frequently; these are presented in this final section. 



Lies - 

The first is that there are a number of points in the industry at which lies are told 

to downline members and potential recruits. One of these Dean (1 998) calls the 

"sweet deceit," referring to what she sees as a switch from the early emphasis 

on products to the real focus that participants must have if they want to 

succeed-enrolling others and creating a downline. This view is supported by 

Harden (1 987), who interviewed members of 11 different network marketing 

firms and found that 100% of them answered affirmatively to the suggestion that 

"the best way to make a substantial income with the least amount of actual 

selling is to recruit other people to do the work. lncome is therefore generated 

through establishing the network, and not through the actual selling of products" 

(p. 29). The aversion to selling is confined by Moore (1998), who cites the 

Wirthlin study in which researchers found that people gave two main reasons for 

not becoming a distributor when approached: "They dislike selling or feel they 

are not good at it; and they perceive the time requirement to be a negative 

factor" (p. 78). Finally, Brodsky (1998) contends that very few people make 

good salespeople, and rnerely reading a few books and listening to audiotapes is 

not likely to turn a person into one. He argues that a fundamenial falsehood 

promoted in the industry is that anyone can become a good salesperson and 

recruiter. 

The actual techniques used by members to recruit others also receive criticism 

from several authors (e.g., Dunkel, 1995; Mills, 1996). Mills found that Equinox 
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distributors were pressured by their upline to stockpile products in an effort to 

buy in at a higher commission level. To afford these excess purchases, recruits 

were encouraged to spend their maximum credit card limits, borrow money from 

relatives, even seIl their televisions. Once loaded with unneeded products, 

distributors were allegedly forced to sign Company forms indicating that they had 

sold 70% of their purchases to retail customers. thus enabling them to purchase 

even more by avoiding the company's regulations (see also Borra, 1996). 

Another writer sees the problem of exaggeration as inevitable: "Hyperbole is a 

given in an MLM. When inexperienced salespeople are turned loose to seIl on 

full commission without supervision or accountability, what else could happen?" 

(Vandruff, 1999, p. 7). Interestingly, Butterfield (1985) argues that the 

"inexperienced" mannerisms are sometimes faked. He States that presenters 

sometimes want to avoid appearing to be too slick and polished in front of a 

crowd, for fear that audience members will use their own lack of presenting and 

public speaking skills as an excuse for not joining. Thus the "bumblings" such as 

an accidental tipping of the white board and easel, or dropping of chalk pieces, 

are, believes Butterfield, sometimes deliberate efforts to make it appear that 

"anyone can do this." As an Amway distributor he used many techniques to 

attract strangers to hear about his opportunity. These tricks are disdained by 

several writers; a few of the techniques Butterfield described are paraphrased 

here. 

The Fake Inte~iew. This technique involves pacing back and forth near 

some targeted person. A little later, Say out loud that you are frustrated, and 



you wonder why someone would not show up on time for an interview for a 

$40,000 job. After some time, introduce yourself to the person, chit chat 

awhile, and then indicate that you are with Heavy Hitter Enterprises and 

looking for people to help expand your business into this area. Once the 

person shows interest, tell him or her that you are fully booked, but if you . 

pass this way again. you may give them a call, because it wouldn't hurt to 

discuss this opportunity further. Then take his or her phone number. 

I Love Inflation. After 3 p.m. on Friday, take several $100 bills out of the 

bank. Then place the bills in your wallet so they are easily visible by the 

checkout person at a store. Say out loud that since prices have gone up 

again, you should celebrate because you are going to "make a bundle." 

Eventually, someone will ask if you own the store, and you reply with 

questions about her or him, ultimately leading to you suggesting a get- 

together to discuss things further. 

a Why Pay Taxes? During a conversation with targets, Say something to the 

effect you are surprised they pay taxes. When they reply that everybody 

pays taxes, you indicate that you don't have to in your business. They will 

question you about this, and after soma vague conversation and perhaps 

examples about how you saved on your last trip to Disneyworld. suggest that 

you are rather busy, but if you have time in the next week or two you might 

give them a call. 



The Dumb Wife. This technique relies on sexism in its operation. In 

conversation with someone, indicate that your husband is in a business that 

helps people diversify their income, and it could help the prospect improve 

their situation, too. When the inevitable questions come as to the nature of 

the business, Say "Gee, I really don't know much about it, l'II have to let my 

husband explain it to you 'cause I'd just mess it al1 upn (p. 59-64). 

The techniques mentioned often hinge on an element of non-disclosure about 

the nature of the business. Again, this particular criticism is aimed most often at 

Amway distributors, who feel it is necessary to hide the name of their Company 

from prospects because of the bad reputation that the Amway name evokes- 

even if, they argue, that reputation is unfounded and based on prejudging the 

business before al1 the facts are known. Thus, prospects are told to come to a 

meeting about a new form of interactive distribution, or home shopping, or to see 

a presentation given by H. Hitter about Hitter Enterprises. However, some 

people find this curiosity approach misleading and devious (Bloch, 1996; Smith, 

Holding back on identifying themselves as Amway representatives 
gives distributors a chance to dispel misconceptions about the 
organization. Sorry. I don? buy it. I want a straight sales pitch. 
I'm sick and tired of being hoodwinked into attending a product 
party, beauty session, or investment seminar only to find out it's 
really a recruitment meeting. There is usually a good reason that 
distributors for these firms have to entice people on false pretenses 
or with vague motives. (Singletary, 1998b. p. H02) 

Speaking of heavy hitters (highly successful distributors with large downline 

organizations), one advocate of the industry admits that some companies hire 



people to pose as heavy hitters, and then the company helps them build a large 

downline. They do this, Clements (1997) suggests, to build enthusiasm by 

showcasing the large income of the heavy hitter at meetings around the country. 

On occasion, companies have even created a completely fake heavy hitter, 

according to Clements, and he notes that these tricks help explain why 

extremely successful distributors will sometimes switch to a new company. He 

also decries the habit of certain distributors who exaggerate their incomes by 

telling prospects what their gross income is, and do not reveal how much of that 

they keep for themselves after distributing most of it to members in their 

downline. Finally, one high-ranking distributor interviewed by Harris (1992) 

condemned her upline leaders because they had lied to her about the source of 

their wealth, which had not corne solely from their network marketing business, 

but had instead been mostly inherited. 



One of the illustrations used consistently in Amway presentations, as well as in 

those of many other network marketing companies, is to contrast the speaker's 

former terrible existence with his or her newfound success and happiness. 

Butterfield (1985) notes that this is done both in large rallies and in private home 

meetings. The rut that the speaker was formerly in often inctudes such elements 

as an awful job, a rusty, broken-down car, and a lack of time to spend with one's 

farnily. In contrast, audience members are asked to speak about their drearns 

and hopes for the future-even the details. such as the colour of the leather 

seats in a desired exotic automobile. Critics remark that the rut often becomes a 

story about the terrible state of the economy, the low odds of retiring with 

enough money to rnaintain one's accustomed lifestyle, and the horrors of 

working for a boss in a stultifying, stressful job (they spell out JOB to mean, 

variously, Just Over Broke, Jackass Of the Boss, or Journey Of the Broke). 

Industry advocate Poe (1995) admits that this is a potent technique, because it 

combines pain and pleasure. To some opponents, these fear-driving techniques 

serve merely to fuel discontent, in contrast to the Christian teaching of being 

satisfied with one's lot in life (Dean, 1998; Vandruff, 1999). Fitzpatrick and 

Reynolds (1997) postulate that because the real power and influence of network 

marketing lies in evoking the dreams that lie within prospects' hearts, the 

speakers are able to demoralize their audience by claiming that economic 

opportunities no longer exist, that career planning is futile, that saving and 



investing money is useless, and that al1 jobs are frustrating. Butterfield (1985) 

contends that the rut also serves to blame employees for their own situation, 

since the rut implies that part of the problem in society is employees who "sit on 

their butts" and fail to accomplish their dreams (especially by failing to jump at 

the Amway opportunity). Any alternatives, such as attending college or 

university, or finding a different career, are sumrnarily denigrated (Pratt, 1994). 

This, according to some detractors, is even antithetical to the "American spirit," 

because it "limits our work opportunity, demeans our individuality, and distorts 

the pursuit of happiness" (Fitzpatrick & Reynolds, 1997, p. 19). 

Gettina Burned 

Those who get burned are often idealistic, naive, or psychologically 
vulnerable. They fall for the companies that make veiled or outright 
pitches about fellowship, fulfillment, independence, and escape 
from the cruel corporate world that cares nothing about their 
personal success and happiness. This explains why so many sales 
reps attend frequent, pay-your-own-way rallies, often in distant 
cities, where the real world falls away in a group fantasy of wealth 
and freedom. (Graham, 1996, p. 92) 

In this quotation, Graham echoes the reproach of the corporate environment 

mentioned above, and points to the sense of community that often develops in 

network marketing organizations. Although communal belonging is a laudable 

goal, objectors charge that it is used instead as a lure; in a society that has 

moved farther and farther away from the fellowship shared by previous 

generations, the need for belonging can be a powerful siren cal!. But Fitzpatrick 

and Reynotds (1997) argue that this new community is based on a shallow 



commonality, and is used merely to keep distributors from quitting (see also 

Green & D'Aiuto, 1 977). 

When participants do quit their businesses, many cannot give a clear 

explanation of what happened, and can only surmise that their own insufficiency 

is to blame (Fitzpatrick 8 Reynolds, 1997). Opponents indicate that after the 

iilegal lnfinity Game pyramid swept through the New Age community in South 

Florida, many players experienced complex emotional reactions. Participating 

had compromised the assets that they claimed were non-negotiable: "friendship, 

integrity, honor, farnily. It was as if lnfinity had diabolically tested their souls and 

found them purchasable for $10,500" (p. 89). The authors argue that the sarne 

problems occur in network marketing, creating disillusionment and 

disappointment for millions, and leaving a trail of cynicism and disempowerment 

instead of the easy success that was promised. The only bright side, they 

declare sarcastically, is that the financial failure that occurs for most network 

marketing distributors results quickly. According to Vandruff (1 999) this quick 

failure leads to two possible responses: 1) "being embarrassed about 

participation, or 2) becoming even more intractable when the [venture] has 

failed" (p. 12). Other authors are critical of the way that failure is portrayed in 

the industry. Failure is privatized (Biggart, 1989), and is not the result of 

systemic problems, "officen politics, or bad luck, but is one's own responsibility 

(Pratt, 1994). The flexibility of the industry is put to use in this regard; according 

to commentators, failure can always be blamed on the distributor not putting in 



enough time, even when a flexible time commitment was advertised as a benefit 

(Connelly 8 Rhoton, 1988). 

Those who are critical of the network marketing industry occasionally point to the 

political and religious atmosphere that sometimes surrounds meetings in the 

industry. Butterfield (1 985), referring especially to Amway Motivational 

Organization meetings, asserts that they contain the most frightening political 

consewatism in the history of the United States. Others are less concerned, but 

note that guest speakers at Amway rallies (such as Oliver North or Ronald 

Reagan), are always Republican Party mem bers, never Democrats (Probandt, 

1998). Moreover, one writer notes the close ties between the billionaire 

founders of Amway and the Republican Party in the United States, and 

estimates that, along with top jewels, they have donated at least $7 million to the 

party in the past decade (Vlasic, 1998). Similarly, one report suggests that 

Congress Representative and Amway distributor Sue Myrick may have received 

$295,000 in campaign contributions from other Amway distributors for her 

successful run in 1994 (Vlasic et al., 1996). Finally, although Amway meetings 

almost al1 begin with prayer and the reciting of the Pledge of Allegiance, and 

close with the singing of God Bless America (Pratt, 1994)-and many well- 

known Christian figures have addressed Amway gatherings-there is never a 

speaker from another faith (Probandt, 1998). Meetings of this nature contravene 



the Amway Corporation's rules prohibiting political and religious content, but 

challengers maintain that these are unethical abuses that continue unchecked. 

Criminality 

One of the strongest charges against the network marketing industry is that its 

members commit illegal acts, or that the industry itself is illegal. Once critic 

argues that the reason operaton choose to seIl their products through this 

channel is because the channel itself helps them circumvent laws governing 

advertising and promotion. Vandruff (1 999) contends that in the United States, 

network marketing organizations 

can effectively skirt the Federal Trade Commission by using word- 
of-mouth testimonials, supposed "studies" done by scientists, 
fabricated endorsements, rumors. and other misrepresentations 
that would never be allowed to see the light of day in the real world 
of product promotion, shady as it is. Thus, MLM has evolved into a 
"niche": lt can be used to seIl products that could not be sold any 
other way. (p. 8) 

A similar critique is that because cornpanies in this sector do little or no 

advertising, they exempt themselves from worry about meeting false advertising 

guidelines (Mills, 1 996). Since distributors are independent, the Company 

headquarters can distance itself from any misleading advertising or other 

activities (Oldenburg, 1998) done by "loose cannons." 

Again Vandruff (1999) goes fuither: "It is a fact that a few large MLMs have 

survived against the best efforts of law enforcement officiais to shut them down, 



spending millions of dollars to protect, lobby, and insulate themselves. But the 

sarne could be said for any organized crime. It is difficult to stop once it 

becomes so large" (p. 8). Although he cites no specific evidence for his 

cornparison, and no other analyst makes similar comments, firms have certainly 

spent a great deal of money defending themselves against government officials. 

For example, Amway spent $4 million during its 1975-1 979 trial (Harden, 1987). 

Based on that trial. as well as other legal challenges faced by Amway, Juth- 

Gavasso (1 985) concludes her more stringent research with these words: 

The data presented in this study show patterns of organizational 
deviance within the Arnway Corporation and its attendant distributor 
organizations. The Amway Corporation's decisions to engage in 
price-fixing, misrepresentations of the potential incomes of their 
distributors, and violations of Canadian customs laws were 
predicated on a belief that the advantages (profit) derived from the 
illegal outcome were greater than the assessed risks of detection 
and sanction. (p. 268) 

She goes on to state that the top management officials in Amway knowingly 

perpetrated those illegal acts. The Canadian case that she mentions involved 

tax evasion on products shipped to Canada from the United States over a period 

of two decades. Amway officials were found to have created "durnmy" 

companies and used fictitious invoices to avoid paying duty on products shipped 

to their Canadian warehouse and distributors. Eventually, Amway pleaded guilty 

and paid Revenue Canada the largest fine in Canadian history-$25 million 

(Hoagland, 1999; Juth-Gavasso, 1985). The Canadian government later sued 

Amway for more money, and the case was settled when another $45 million was 

paid by Amway (Greenwood, 1997). 



Finally, several other criticisms on ethical grounds are made less frequently by 

authors. Dean (1998) argues that recruiting for a network marketing 

organization in a church is problematic: "The church is supposed to be a safe 

place for us to have relationships with others, to be with family, to be nurtured 

and protected from abuse. When church becornes the place where we solicit 

and seIl our wares and opportunities, it becomes a place of merchandise rather 

than a house of prayer. lt is no longer a safe placen (p. 19). Similarly, Vandruff 

(1999) asserts that the role of a church leader makes the situation particularly 

contentious: "Especially nasty is the church situation. Will the pastor join? If 

not, he [or she] will take a dim view of MLM proselytization at church functions; 

animosity will rise, factions will form. You are either "in" or "out." If the pastor 

joins, then those who are not "inw will feel a little uncornfortable in this church" (p. 

10). According to Dean, one Northern California congregation in which the 

pastor was promoting a network marketing Company was harmed because of 

animosities that had divided the church. Eventually, the pastor left to form a new 

congregation, taking the pro-networking half of the church with him. To 

Fitzpatrick and Reynolds (1 997), network marketing practitioners tap into deeply 

held beliefs and faith, such as our spiritual and community-mindedness. Anyone 

questioning these beliefs is despised as heretical or unpatriotic. 

A few authors take issue with the very act of recruiting. The believe that 

recruiting is socially and psychologically unacceptable to most people, and this 
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explains the tremendous numbers of new enrollees who quit within a few weeks 

(Bloch, 1996). Bloch maintains that although nobody likes being rejected, by 

encouraging people to join in one's business, one is asking them to go through a 

long period of facing tremendous amounts of rejection-the few who can cope 

may be grateful, but the vast rnajority will not. Vandruff (1999) concurs, 

suggesting that the ethical concessions necessary to succeed are asking too 

much of potential recruits. 

Feminist theorists have questioned whether network marketing companies 

exploit a captive labour force when they target women. According to 

Wedemeyer (1975), Betty Friedan has also compared the work that women do in 

this sector to that of migrant workers-noting in particular the lack of benefits. In 

the past, wornen had few ways to enter the labour force, and as Biggart (1989) 

notes, this situation remains prevalent in Asia, where network marketing 

companies are growing rapidly. Biggart spends much time examining whether 

direct selling organizations such as Mary Kay, which celebrate womanly abilities 

and values, can be considered feminist organizations. She concludes that at 

best, "prefeminist" might describe them, but they are not "social movement 

organizations dedicated to the emancipation of women. In fact . . . their success 

stems in part from their not challenging prevailing arrangements in a substantial 

way" (p. 195). By not contesting dominant social structures. she contends. direct 

selling organizations merely offer a variant within the same system. 



Finally, Pratt (1994) notes that although Arnway distributors often talked of 

"giving," they did not behave in purely altruistic ways, but instead combined their 

altruism with business interests. Distributors he talked to for his research 

participated in events-such as a March of Dimes walk-as a charitable gesture, 

but also as an opportunity to meet new contacts for their business. Similarly, at 

least one writer criticizes the environmental concem expressed by many network 

marketing companies as ineffectual and self-serving (Midgett, 1999). Other 

ethical critiques of the corporate activities are also discussed by some writers. 

Manufacturing poor quality products, short-changing distributors on 

commissions, changing compensation plans with tittle notice and for the 

company's benefit only, and various other maltreatments of distributors have 

been mentioned (Clements, 1997; Dean, 1998). 



CHAPTER 6 

PYRAMIDAL / TECHNICAL CRlTlClSMS 

1 now turn to the second broad category of criticisms made by some industry 

observers. To them. network marketing, in spite of appearing to meet 

government regulations, is still a pyramid scheme-or has the same flaws as 

pyramids. One writing team daims that the Iwo phenomena have the same 

energizing spirit, the same supporting rhetoric, and the same underpinning value 

system (Fitzpatrick & Reynolds, 1997). In this chapter I will examine several 

"technica!" concerns, which will be outlined in four sections. The first delves into 

comparisons with outlawed pyramids, and the second section explores the 

criticism that distributors earn very little or no money for their efforts. The extent 

of those efforts is discussed in the third section. in which analy~ts decry the 

tremendous amount of work necessary to succeed in network marketing. In the 

final section, critics suggest that the above factors lead to an extremely high 

number of distributors dropping out of the industry. 



"If it Quacks Like a Pyramid . . . 9 Y 

To some observers, network marketing companies are illegal pyramids, or are 

made only quasi-legal by the presence of a product or service (Vandruff, 1999). 

They believe that, like pyramid schemes, these ventures are based on a great 

many people at the "bottom" failing, while a few at the "top" get very rich (Dean, 

1998). One writer (Multisense, 1999), wonders what the ratio is of successful 

distributors to the entire membership in a Company, and contends that very few 

people actually benefit-instead they are merely "hopeful spenders" who 

continue to purchase the company's products each month in the hope that some 

miracle will provide them with a large downline organization. Furthermore, he 

suggests that many people exaggerate their incorne and success level in their 

organization, and therefore even fewer than imagined are actually earning 

money. 

After the collapse of the lnfinity Game in 1987, Fitzpatrick and Reynolds (1 997) 

posit that many people began to calculate the actual numbers of the Game for 

the first time. They conclude that, "in the pure and logical clarity which only 

mathematics can provide, the perverse numerical symmetry of a pyramid sales 

organization was finally exposed. The Game was, indeed, up" (p. 86). How do 

these numbers apply to network marketing organizations? Recall the Airplane 

organizational chart from Chapter 2, in which Sandra enrolled Mike and Deena: 



In network marketing, this structure is actually quite cornmon, though it continues 

further than the three levels in the Airplane pyramid. It is often structured as a 2 

by 12 matrix, because the first level below Sandra contains two people, and (in a 

2 by 12 plan) she would receive commissions based on the purchases of people 

as far down as the 12th level. The doubling factor of 2, 4, 8, 16, and so forth, 

means that on her 12th level, she would have a potential of 4,096 people. In 

theory, Sandra need only enroll Mike and Deena, and if they duplicate her 

action, and so on down the Iine, the matrix would be filled completely. The total 

number of people she would have if al1 of the spots were filled would be 8,190. 

This number may not seem outrageous at first glance. But critics such as Dean 

(1998), and Fitzpatrick and Reynolds (1997), insist on continuing the matrix a 

little further. If Cleo, on Sandra's 3rd level, were to have the same success as 

Sandra, she would have 4,096 people on her 12th level as well. Cleo's 12th 

level, however, could be considered Sandra's "15th" level, even though these 

people are out of Sandra's commissionable range. Because Cleo has crossline 



people who are also on Sandra's 3rd level, such as Dorota, Maria, Carlos, and 

so on, Sandra's "1 5th" level actually would contain 32,768 people, most of whom 

would not be known to Cleo or to the people on Cleo's 12th level. Now the 

numbers start to get unrealistic, critics claim. In fact. if al1 of the people on 

Sandra's bottom, or 12th level, were to fiIl their own matrices, the result would be 

that on Sandra's "24th" level there would need to be over 16 million people. 

Another common plan used in the industry is the 5 by 7 matrix. The maximum 

number of people on each level looks like this: 

This matrix has a maximum of 97,655 people. However, if the 625 people on the 

4th level are to have this same maximum, then the matrix continues: 

Therefore. in only a relatively few numbers of levels, this type of pian would 

theoretically involve over 60 million people. At approximately the 15th level, the 

entire world's population would be involved (Mason, 1994). To critics, these 

numbers attest to the pyramid-like nature of network marketing. Dean (1998) 

postulates that entire consumer markets would be eaten up by these large 



numbers of people purchasing products, and there would soon be no further 

customers. 

These arguments lead to the question of saturation. If there are no customers 

left in a given area, or if there is no one left to sponsor in an area, then the 

network marketing organization is said to have saturated the market (Green & 

D'Aiuto, 1977; Smith, 1984). Although advocates of the industry insist that 

saturation is only possible in ttieory, even Amway officiais have hinted at the 

possibility: Whe number of distributors as a percent of the population may reach 

levels that become difficult to exceed due to the finite number of penons 

inclined to pursue an independent direct selling opportunityn (Amway, 1994, p. 

11, as cited in Croft & Woodruffe, 1996). Vandruff (1 999) remarks that network 

marketing companies are doomed by design to become saturated, since they 

pay no attention to factors of supply and demand. Similarly, others allege that 

this inattention to market components by allowing as many distributors in an 

area as want to enroll is a fraud that has no lasting business validity-unless the 

business is a pyrarnid that does not care about distributor or product saturation 

(Fitzpatrick & Reynolds, 1 997). 

The issue of saturation leads critics to conclude that the products are not the 

real attraction for people who join network marketing companies-money is. 

They protest that the industry 'poses as a channel which delivers goods to the 

market when in reality it is an institution that creates a market out of people who 

need jobs or extra income. . . . Products do not flow through this channel, but 



rather to itn (Fitzpatrick 8 Reynolds, 1997, p. 149). Rather than distributing 

products to a hungry marketplace, they argue, distributors are the market, and 

their positions in the network marketing matrices are the true products. Unlike 

al1 other forms of distribution that are customer-driven, Say Fitzpatrick and 

Reynolds, network marketing exists only to eam money for its own sales force. 

Regardless of the distribution channel, critics charge that the products are in any 

case often of poor qüality. If they were as fantastic as claimed by enthusiasts, 

the products would find their way to market through traditional channels; on the 

other hand. if the network marketing products al1 vanished tomorrow, consumers 

could still find similar items elsewhere (Fitzpatrick & Reynolds, 1997). 

Detractors maintain that the alleged wholesale price at which distributors 

purchase products (which they can then re-seIl at a higher retail price) is not a 

true wholesale price-in fact. some Say discount retail chains are actually 

cheaper (Hoagland, 1999; Vlasic. 1998). Butterfield (1 985) writes: 

The expense of the products hits most new people the minute they 
open a price list. I infer this from the fact that all of the distributors 
in my group were deeply concerned about it; rationalizations for the 
high prices were constantly being given at Seminars. (p. 97) 

Another writer asks whether most distributors actually go to stores and compare 

price lists-or do they sirnply parrot their upline's claims that they are cheaper 

(Multisense, 1 999). 

One industry proponent (Clements, 1997) speculates that excess cornpetition in 

the 1980s in the network marketing sector led to inflated earnings and 

commissions offered to distributors-resulting in correspondingly overpriced 
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goods. However, other researchers emphasize that the industry has never been 

a low cost channel, but rather has always relied on the fact that it can command 

higher prices for goods than other distribution channels (Croft 8 Woodruffe, 

1996). Fitzpatrick (1997) views the sector's stress on personal retailing as 

"contrary to trends in communication technology, cost-effective distribution, and 

consumer buying preferences" (p. l ) ,  and he condemns it as a design of the 

past, not the future. 

Retailing directly to friends on a one-to-one basis requires people to 
drastically change their buying habits. They must restrict their 
choices, often pay more for goods, buy inconveniently, and 
awkwardly engage in business transactions with close friends and 
relatives. (p. 2) 

For these reasons, few distributors actually seIl their own company's products to 

retail customers-a fact even industry supporters acknowledge (Clements, 

1997). Fitzpatrick (1997) argues that the sector merely borrows the language of 

marketing and product retailing. Other researchers concur, noting that some 

distributor groups purposely de-emphasize selling products, and instead promote 

personal consumption by distributors, who then recruit other distributors who 

also engage only in personal consumption and so on (Connelly & Rhoton, 1988; 

Roth, 1997). Consequently, network marketers actually retail only approximately 

19% of their goods to customers outside the network (Croft & Woodruffe, 1996). 

And according to one defender (Smith, 1984). 43 year old Shaklee (one of the 

industry's largest companies, with over 2 million distributors) sells only 10% of its 

products to retail consumers who are outside of the Shaklee membership. 

Hence the industry has not had a great impact in the broader retail marketplace, 

in spite of its rapid growth in some countries (Smyth, 1998). In the United 



States, the entire direct selling industry accounts for only about 4% of the market 

(Juth-Gavasso, 1985).'and in Canada (Statistics Canada. 1997). only about 3%. 

Even Japan, the world's most receptive direct selling market, has only reached 

at most the 5% mark (Croft & Woodruffe, 1996). 

"No one told me, and I told none of my legs. that 'retail profit' is a phantom, 

which, the harder pursued, the more expensive it is to catch; as soon as I 

learned this lesson from experience, I went on to the next stage, the effort to 

build a group" (Butterfield, 1985, p. 99). This notion is supported by Clements 

(1 997). who asked more than 600 current and former distributors what they liked 

least about network marketing: the most common answer was "selling products." 

This response is similar to that found by Harden (1987). whose results were 

mentioned earlier. His interviews with participants from 11 different f ims 

demonstrated that building a network was preferred to retailing products for al1 of 

his interviewees. 

One result of the aversion to retail selling leads to another area of 

condemnation-over-purchasing of products for one's own use. lndustry lawyer 

Nehra (1999) warns against the practice commonly known as front-end loading, 

in which new recruits are required or pressured into purchasing large amounts of 

products (whether or not they have a realistic chance of selling them). This 

practice is perpetrated by unscrupulous upline distributors who wish to increase 

their group sales volume and to have new recruits purchase a great deal of 

material before, like most new members, they quit. Later on in their networking 



careers, some distributors also engage in the practice of stockpiling (or what 

lndustry Canada (1 996) calls inventory loading). This involves purchasing larger 

quantities of products than one can expect to consume or seIl in order to propel 

oneself into a higher earning bracket for the time period in question. Clements 

(1997) surmises that distributors have been huit "tens of thousandsw of times by 

engaging in this practice. 

Another allegation that industry accusers make about the enrollment process is 

that some companies eam profits primarily through signing up new distributors, 

not from the eventual sale of products to them (Eisenberg, 1987). One 

multinational Company, telephone long-distance service giant, Excel, is accused 

of staying out of the red thanks only to its $195 enrollment fee (Oliver, 1997). 

And decreasing profit margins in the telephone industry (Britt, 1998) are likely ta 

make it more difficult for companies such as Excel to avoid this charge in the 

future. 

Finally, even the rules that companies have in place to guard against distributor 

abuses are often ignored. One researcher interviewed distributors and found 

that not one followed the rules established in the landrnark Amway vs. Federal 

Trade Commission case of 1979 (Juth-Gavasso, 1985). These rules include the 

70 Percent Rule: distributors must certify that they have sold 70% of their recent 

purchases to retail customers; and the 10 Customer Rule, which states that 

distributors must seIl to at least 10 retail customers each month. Juth-Gavasse's 

interviewees also stated that no upline member had ever requested receipts to 



document sales, and no official at Amway Corporation had ever enforced the 

rule either (see also Butterfield, 1985). She concludes her research with the 

following statement: 

There may be certain features in multilevel direct selling 
organizations which may be inherently criminogenic. Such 
criminogenic market factors include: a set commission scale on the 
sale of products; an emphasis on sponsorship over the sale of 
products; a reward and incentive structure linked to sponsorship 
goals; a recruitment and training process which is out of the hands 
of the corporation; the independent contractor status of the sales 
force, and the fact that distributor organizations can number into 
the thousands. (p. 270) 

Show Me the Money 

A second argument that critics make on technical grounds cuts to the very heart 

of the network marketing industry: its potential for generating a sizable income 

for participants. Connelly and Rhoton (1988) studied women participating in 

Mary Kay and Amway, and found that the majority lost money or made very M e .  

Other observers put a more concrete figure on the number who lose money; 

95% (Orner, 1996). and 97% (Butterfield, 1985). 

Accurate profitability figures for distributors in the industry are difficult to obtain, 

partly because most of the finns are privately owned, and can conceal their 

operations through minimal disclosure rules (Croft & Woodruffe. 1996). (In fact, 

Croft and Woodruffe were only able to gather financial data on the Company 



after Amway Asia Pacific sold some of its stock in 1991.) Therefore, the 

following figures provided by critics should be seen as estimates. The average 

monthly gross income of Amway distributors in the United States is only $88 

(Mills, 1996; Orenstein, 1997; Vlasic, 1998). Another giant network marketing 

Company, Nuskin, also paid miserly commissions: "in 1992 the State of 

Connecticut found that only 2 percent of al1 distributors eamed more than an 

average of $38 a monthn (Graham, 1996, p. 92). And in spite of record high 

levels of hype, Equinox distributors averaged only $63 per month (Mills, 1996). 

What about the rnammoth incomes that the industry is supposed to provide? 

Well, critics declare that these are rare, indeed (Cox, 1992). Fitzpatrick (1997) 

believes that fewer than 1% of distributors ever profit. Some posit that at most, 

2 or 3% of distributors make over $30,000 (Orenstein, 1997), and Dean 

contends that only 1% ever earn more than $50,000 (1998). Graham (1996) 

writes: 

According to the DSA, about 50 percent of part-time MLM reps earn 
less than $500 a year; another 40 or so percent earn between $500 
and $5,000. The DSA claims that about 2.5 percent of al1 
participants (including full-timers) take home more than $100,000 a 
year. But Larry Hodapp, senior attorney at the FTC, disputes that. 
"Probably less than one percent of al1 distributors earn that muchln 
he estimates. (p. 92) 

The disagreement on figures such as these may not be easy to solve, but the 

point is apparent. Specific figures for three well-known companies support the 

argument. Smith (1984) reports that in 1981. Shaklee had approximately two 

million members, and about 200 of them earned more than $100,000, which 

translates to 0.01% of the membership. In the United States more than 100 



women have earned Mary Kay's top title of National Sales Director, with its 

corresponding income in the six figures-but these women constitute only 0.02% 

of the 475,000 distributors in 25 countries (Orenstein, 1997). Finally, one 

Amway Emerald, a position that fewer than 0.01% reach, indicates that in some 

years he has earned less than $60,000 from the sale of official Amway products 

in his downline (Probandt, 1998). 

More accurate figures are available in one instance: the State of Wisconsin filed 

suit in 1982 against Amway Corporation and two leading jewels. The court 

analyzed the 1980 tax returns of 20,000 distributors in the state, and found their 

average annual adjusted gross income to be $267. However, after business 

expense deductions claimed by distributors the average annual income was a 

net loss of $918 (Juth-Gavasso, 1985). Probandt offers some insight into this 

phenomenon: 

A Direct with 10 legs could be making $2500 a month or more. A 
Direct with two legs would be lucky to be making $1500 a month. 
This is al1 before expenses, of course. Sticking with Our very 
conservative estimate on expenditures, this couple would have 
spent around $1000 a month for at least a year or two before going 
Direct. There are people who have spent twice that amount on 
shipping costs alone. . . . My point is, by the time they go Direct, 
they have spent some money. They are probably worse off than 
when they first saw the Amway Sales and Marketing Plan. I have 
seen hundreds of people go Direct, many in my own organization, 
so I know from where I speak. (1 998, System Part II, p. 12) 

Another factor contributing to low earnings is that many distributors are not 

actively attempting to build their business by enrolling people or retailing 

products and so forth. Amway figures for this phenomenon indicate that 

approximately 41 to 46% of members can be considered active (Pratt, 1994). 



The result is that overall nurnbers of successful distributors in Amway are low, 

for example those reaching the level of Direct Distributor make up fewer than 1% 

of members (Green & D'Aiuto, 1977; Juth-Gavasso, 1985; Orner, 1996). though 

the figures published by Amway are rather uninformative. One observer (Roth, 

1997) calls the pamphlet the Company produces (in accordance with FTC . 

guidelines) "an ingenious mixture of mandated honesty and obfuscatory spin" (p. 

64). The pamphlet omits the median incomes and net profits of distributors; 

therefore, the figures that critics use are either estimates or based on the 

Wisconsin lawsuit data. 

The illustrious rank of Amway Diamond, seen as the target for hundreds of 

thousands of the faithful, is. according to critics, achieved by a mere fraction of 

the membership. 

So when someone says "This is so easy-to go diamond al1 you 
have to do is go direct and then help six othen go direct" or 
gleefully says "I'm going diamond and you can to!!" be aware they 
are really saying al1 you have to do is be in the upper 0.004%. 
Once again, statistics are not everything-any given person might 
really have (or be able to develop) whatever characteristics are 
required to be in that 0.004%. (Orner, 1996, p. 5) 

Put another way, others argue, 99.952% (Butterfield, 1985), or 99.986% 

(Hoagland, 1999) of Amway distributors will fail to meet the goal of "going 

Diamond." Even one industry advocate concedes that the chances of finding 

enormous wealth in network marketing are akin to winning the lottery 

(Snetsinger, 1997). The insistence by unswerving distributors that they will go 

Diamond, just like H. Hitter the Diamond, who came from a humble background 

and became successful in only two years, is to critics an example of fallacious 



thinking. Hannan (1 987), suggests it might be the fallacy of "positive instances," 

and Orner (1996) names it the fallacy of the "exception proving the rule." 

Finally, some industry watchers have noted that there are other shortcomings in 

network marketing in addition to monetary ones. The fact that distributors are 

universally considered independent contractors means that, like other contingent 

workers, they receive few benefits. Thus, the Company does not pay for pension 

plans, employment insurance, workers' compensation. health plans, sick leave, 

social security, vacation pay. and so on (Connelly & Rhoton, 1988; Granfield & 

Nicols, 1975; Peterson 8 Wotruba, 1996). Therefore, according to Bloch (1 996), 

the corporation absorbs such a small cost par distributor that the failure of a 

distributor can still generate a profit for these cornpanies. 



The low profitability figures outlined above, are, to industry opposers, a clear 

indication of how difficult it is to succeed in network marketing. Fortitude and 

effort are required, and, even then, the odds of success are low (Dean, 1998; 

Smith, 1984). "Network marketing executives estimate that 70% of the adult 

population is unlikely to become a new recruit and that a majority of the 

remaining 30% do not aggressively build a networkn (Grayson. 1996, p. 332). In 

the face of such poor response, participants must continually "redecide" to work 

the business, according to Hannan (1987). One of the industry's superstars 

(Yarnell, 1994) outlines his exhausting method for achieving success: 

If you cal1 30 potential distributors a day, five days a week, that's 
about 600 people a month. The bad news: 570 of those people will 
blow you off or tell you they don't have the time ta get rich. But 
about 5 percent, or 30 people per month, will sign up. Of these 30, 
many will drop out or will become primarily users of your product. 
On average, only one will become a successful, full-time distributor 
and recruiter. (p. 47) 

Yarnell's figures mean that only 5% of prospects enroll, and only 1 in 

approximately 600 contacts will eventually shine as distributors (see also Bloch, 

1996). So even when one manages to sponsor someone, odds are the new 

recruit will not do the same. Hannan (1987) heard of one distributor who 

sponsored over 30 new recruits, but none of them ever showed the plan to 

othen. All of this rejection can lead to a lot of fear and anxiety. After attempting 

to discuss the Amway business with a neighbor, Hannan wrote: "When I showed 

up at the agreed time, he was "taking off for work and wasn't interested in 



discussing Arnway. The non-verbals were particularly painful. He wouldn't stop 

to talk with me and he wouldn't give me eye contactn (p. 67). And Pratt (1994) 

acknowledges that he came to dread phoning people to tell them about the 

opportunity: even the phone itself became a heavy weight in his hands. Finally, 

Roth (1997) observed that his contacts in the industry had a difficult time finding . 

enough leads, or prospects. to cali-after a year in the business, they were 

barely able to spend 8 hours per week working on it. 

Of course, contacting as many people as recornmended takes a great deal of 

time, something that is underemphasized to new recruits according to some 

challengers (Dean, 1998; Hannan, 1987). Fitzpatrick and Reynolds (1 997) cal1 

this being "undercapitalized in time," and argue that the only way the industry 

cannot be saturated is if it is very difficult to enroll others. As mentioned in 

Chapter 3. the Wirthlin study researchers cited by Moore (1 998) found one of the 

main reasons people did not choose to become distributors was that they 

perceived the time requirement to be onerous. The notion that Diamontis have a 

tremendously leisurely lifestyle. walking the beaches of the world, is repudiated 

by Hoagland (1999; see also McQueen, 1998) who argues that they work harder 

than their downline members. One distributor interviewed by Roha (1 997) stated 

that "the hours are flexible, but not optional" (p. 105). Part of the hard work is 

required because leaders of a large organization must continually motivate their 

downline Mtroops,n as Dean maintains, and therefore the notion of residual 

income-with little ongoing effort required-is a misconception. Finally, another 

aspect of the business that consumes a great deal of members' time (in certain 



companies) is unpacking boxes, repackaging goods into smaller boxes, and 

shipping them to various downline members. Pointing to the traditionally 

organized structure that Amway used until very recentiy, Roth (1997) States that, 

"despite Arnway's growth, its 'cutting-edge' distribution system preserved al1 the 

pitfalls of a small buying club run out of somebody's apartmentn (p. 51). 

Another difficult element of the network marketing endeavour is retailing 

products to customers who are not part of the business. Peterson and Albaum's 

(1 989; see also Kustin 8 Jones, 1995) nationwide survey of customers revealed 

that consumers see several disadvantages to purchasing from a direct selling 

organization: pushy salespeople; bothersome; service problems; iow reliability of 

salespeople; expensive products; and poor selection (among others). Similarly, 

Juth-Gavasso (1985, p. 8) points to the following comptaints: deception used to 

gain access; high pressure; misrepresentations of the product, programme, or 

service; poor quality merchandise sold at inflated prices; and general annoyance 

at the intrusion of an uninvited salesperson. She contends that customer 

complaints about high prices in the industry will not be addressed because the 

companies need to maintain high margins in order to pay commissions to 

distributors. To keep margins high, she argues, companies typically seIl 

products that are inexpensive to manufacture, such as cosmetics and cleaning 

supplies, or they seIl goods on which accurate price comparisons are hard to 

make, such as plastic food storage containers, or brushes (see also Buss, 

1997). Furthermore, Bloch (1996) cornments that although there are few formal 



complaints registered against members of the industry, this doesn't mean that 

there is not a large number of unhappy people. 

AH of these issues add to the inherent difficulty faced by network marketers in 

being self-motivated. As one leader in the industry confesses, "piddling the day 

away" can be done easily enough, easier than facing the forbidding tasks 

required for success in the industry (Andrecht, 1995). No doubt, the above 

factors help explain the high turnover rates in the field, which is the subject of 

the final section in this chapter. 

High Turnover 

Both industry supporters and opposers agree that network marketing suffers a 

very high attrition rate (Clements, 1 997). Biggart (1 989; see also Juth-Gavasso, 

1985) declares that the turnover rate is no tess than 100°h per year. This figure 

is for the industry as a whole, and includes those new recruits who quit during 

their first year, as well as some veterans who quit later in their networking 

venture. Accurate figures are once again difficult to obtain on this phenornenon; 

Peven (1968) and Juth-Gavasso both state that some firms have a turnover as 

high as 30ooh, while Amway contends that it holds losses to only about 50% per 

year (Conn, 1985). One British researcher found a turnover rate in a small local 

sub-group of distributors to be approximately 64%, which he compares with 



national figures for a larger fim, which reported a turnover of 80% on a 

distributor group of 69,000 (Taylor, 1978). Oliver (1997) reports that Excel 

recorded a turnover of about 80% as well. 

Even industry proponents admit to high turnover rates; Conn (1985) suggests 

that half of new recruits quit Amway in the first six months to a year. Once they 

tearn how difficult the work is in the industry, many participants choose the most 

obvious and simple coping mechanism available to them. Other participants 

choose to "sneak out," which, according to Connelly and Rhoton (1988). rneans 

maintaining a nominal affiliation, such as that of a customer only, but no longer 

attempting to carry out the business aspect of being a member. 

The high turnover rates rnay have a great deal to do with the criticism and 

mockery that the industry suffers. No doubt some of the people quitting the 

business are angry about their experience, and rnay hold that anger for many 

years. To put the problem in perspective, one can roughly compute that if at 

least 1 million Canadians are members of network marketing organizations at 

present, and 100% of them quit each year, then in 10 years there will be 

approximately 10 million ex-distributors in the country. That represents one third 

of Canada's current population. Note, too, that a more accurate calculation of 

this number would necessarily include the dissatisfied distributors over the past 

50 years that the networking sector has existed. 



These cornputations are also affected by another factor that is very difficult to 

estimate accurately. Many members of the industry quit one firrn and 

immediately join another. Clements (1997; see also Schreiter, 1988) decries 

them as junkies, who migrate constantly and are often addicted to the hype and 

thrill of joining the latest ground floor opportunity. After compiling information 

from thousands of distributors, Clements calculates the average number of 

companies that distributors pursue in their networking careers to be 3.9, but 

notes that only about half of al1 distributors stick to just one programme at a 

time. The remainder attempt to work in two, three, or more businesses at the 

same time, a practice that he contends is foolhardy and leads inevitably to 

diluted results in each enterprise. 



CHAPTER 7 

RELATIONAL 1 INTERPERSONAL CRlTlClSMS 

In this chapter, I will discuss the third broad category of allegations made about 

the network marketing industry. Relational or interpersonal criticisms sttike at 

one of the major tenets of the business: the notion that by merely telling a few 

friends and family rnembers about one's new venture, some level of success can 

be attained. These criticisms will be described in three sections, the first dealing 

with the questionable manner with which people are expected to relate to one 

another in their roles as distributors. The second section describes some of the 

negative effects on friendships that allegedly result from being a distributor. 

Finaliy, the third section outlines general objections about involving friends in a 

self-serving business relationship. 



Relationships 

One of the ways that critics see network marketing harming relationships is 

through the tendency of some of these organizations and their members to 

promote antiquated ideas about how relationships should work. Biggart (1 989; 

see also Butterfield, 1985) points to the heterosexism inherent in the pressure 

placed on some distributors to work as a couple. Probandt (1998) supports this 

view: 

If you build your Amway business as a single there are some 
organizations that will not allow you to speak in the same capacity 
as a husband and wife team does. If you are single and wish to 
speak, you must find an Emerald of the opposite sex to speak with. 
. . . This also means that you split the speakers' fee with someone 
else. (System Part I l  p. 6) 

Heterosexism was also noted by Harris (1992), as well as more blatant 

homophobia. Referring to her Amway Motivational Organization, one distributor 

Harris interviewed stated: "the way they attack gay people, I would never show 

the plan to my gay friends because they would be insultedn (p. 416). 

Sexism is also alleged to be stronger in some parts of the network marketing 

industry than other areas of society. Amway, in particular, is accused of 

supporting a traditional division of labour between women and men, whereby 

women stay home and tend to sectetarial and bookkeeping tasks, while men go 

out to show the plan and sponsor new recruits (Biggart, 1989; Connelly & 

Rhoton, 1988). Packing boxes and shipping products is not the only role 



expected of women, at least in the Amway Motivational Organizations studied by 

Butterfield (1985) and Pratt (1994). They separately found that those groups 

spent a great deal of time proffering advice to members on the "proper" role of 

women in the family, the role of men as "leadersn of the household, and various 

other archaic notions of marriage and interpersonal relations. Thus Pratt points 

to an audio tape on which a jewel suggests husbands should spend more money 

on their wives, because "a few hundred dollars to the wife now and then does 

wonders for your sex lifew (p. 101). He also found that women were taught to 

make their husbands feel like heroes. and that criticizing their men was wrong- 

instead, women were told to build up their husbands' egos. 

Another area that suffers from sexism, observers Say, is the corporate 

headquarters of various network marketing companies. Biggart (1 989) notes 

that few women sit in the management ranks in these firms, and even Avon, 

which has done better than most at reducing sexism, ran as a traditional "boy's 

club" into the mid-1980s (Morris, 1997). Another example of how the industry 

has perhaps been shaped by its roots is made by Wedemeyer (1975), who 

identified structural sexism in Tupperware's policy of hiring for openings at its 

headquarters in the 1970s. Tupperware distributors were almost al1 women, and 

when a management job came open an offer would sometimes be made to one 

of the high-ranking distributors to seIl her distributorship and join the corporate 

ranks. However, it was the husband who would be hired, with the wife told that 

the free time she now enjoyed was to her advantage. 



Although condemnations of sexual harassment were not made by the critics 

cited above, some writers do find fault with the way network marketing can be 

abused in the workplace. Carroll (1998) calls it "economic harassment" when a 

boss puts pressure on an employee to join a network marketing opportunity that 

is unrelated to their workplace. Dean (1 998) concurs, and additionally decries 

the situations of harassment by a church representative, a physician, or even a 

parent. Both authors cal1 for more organizations to write policies addressing this 

behaviour. 

At least one organization examined the ethical implications of doctors marketing 

products to their patients (Davis, Clark, & Koch, 1998). The Quality Standards 

Cornmittee, which oversees physicians, recommends that physicians stop that 

activity. Similarly, Cho (1998) sees a conflict of interest when physicians 

attempt to recruit patients into their network marketing organizations. 

Finally, another problem related to the lack of democracy in the workplace is the 

situation of unions in the network marketing industry. Biggart (1989) 

emphasizes that the sector's structure of independent contractors who are self- 

ernployed precludes any possibility of union organizing within distributor ranks. 

The ban on crossline conversations in some groups would seem to work against 

this possibility, as well. Amway devotee Conn (1985) states that Amway 

employs thousands of staff, but that the Company is not against unions; rather, it 

is officially "non-union." Butterfield (1 985) describes several attempts that have 



been made to unionize the industry dominator, but al1 have been pushed back by 

a strong corporate effort. 

Friendship Costs 

A second area of concern for opponents of the network marketing industry is its 

effect on friendships. Because of pressure from upline to surround themselves 

with positive influences and to rid themselves of negative ones, some 

distributors end up spending less and less time with old friends who have 

rejected the business opportunity. Leading distributors have stated: "Your 

friends will either join. or buy products, or wish you success in your new 

endeavor; if they don't do any of these, then they're not your friends, so why 

care about their opinions?" (Butterfield, 1985, p. 54). Bloch (1996) points to the 

resulting risk of having a circle of friends comprised only of other networkers in 

one's organization. Butterfield sees this issue as particularly problematic in 

Amway Motivational Organizations: 

We need human association and approval. If these needs .are no 
longer met by our friends, then they have to be met by the 
business; and, for those who stay in and achieve the higher pins, 
this is precisely what happens. We no longer need Our former 
friends; we need the business instead. (p. 55) 

Butterfield notes that the effort to replace recruits' lost friendships was done as 

quickly as possible by their upline-before the new members felt the loss would 

be too great. Consequently, some detractors stress that the social costs of 



network marketing are increased when one attempts to leave the industry 

(Biggart, 1989). One writer asks rhetorically whether a distributor's networking 

friends would remain such close friends if she or he decided to quit (Multisense, 

1 999). 

These consequences are. for industry challengers. a sign that the friendships in 

the business are themselves suspect. "Much more than other kinds of business, 

modern direct selling, with its reliance on ordinary people's networks of 

acquaintances as a source of business prospects. obliterates distinctions 

between helpfulness and hucksterism, friendliness and greedn (Kupferberg, 

1980, p. 13). Thus, according to critics, many of the relationships that 

distributors establish with others are merely methods to draw people into the 

business under the guise of friendship (Dean, 1998). Conversely, many people 

now have become suspicious of people who seem overly friendly, as they 

suspect they are being prospected (Vandruff, 1999). One commentator believes 

that many of the techniques used to turn strangers into casual acquaintances 

resernble pick-up lines used in the dating scene (Roth, 1997). 

Another area of concern to opponents is the fact that financial matters must 

enter into relationships that were previously un-economic in nature. Roth's 

(1 997) critical interpretation of the Amway commission structure highlights his 

cornplaint: 

Imagine that you've struck a deal with a Company to give you 
discounts for buying in bulk: If you buy $100 worth of stuff, they'll 
send you a 3 percent rebate. For $300 or more, it goes up to 6 
percent, $600 or more, 9 percent, and so on up to $7,500 and 25 



percent. Now, let's Say you're unable to spend more than $100 a 
month, but manage to get 74 other people to go in with you. 
Together, you spend $7,500 and divide up the 25 percent rebate. 
Everyone saves money, and the rebate is shared equally. That's 
the idea behind a consumer CO-op or wholesale buying club. 

Now, let's Say you get the 25 percent rebate from the Company 
but tell the other 74 participants, 'Look, you've each spent only 
$100, so you'll get only a 3 percent rebate." Not only would you 
Save 25 percent on your purchases. but you make a 22 percent 
profit on everyone else's. That's the idea behind Amway. (p. 50) 

Similarly, Grayson (1996) argues that 'by using social networks for business 

growth, network marketing challenges the exchange rules that distinguish 

friendships from professional relationships" (p. 334). To Bloch (1996), 

challenging these rules is not acceptable behaviour, and he denounces any 

instance of earning money off of friends. The industry's widely-used analogy of 

"telling a friend about a good rnovie," is, in Bloch's view, not parallel; what would 

someone think if he or she found out that a friend received a commission for 

recommending a particular movie? 

Stull (1995) notes that some analysts cal1 this aspect of network marketing the 

"commercialization of friendship." Fitzpatrick and Reynolds (1 997) believe that 

"the capital of trusted friendships and the harmony of family can never be fully 

regained once commercially exploitedn (p. 154). In Butterfield's opinion (1 985). 

new recruits soon learn of these dangers, and he argues that turning friends into 

customers and prospects causes a great deal of anxiety for recruits, and 

becomes the cause of many early dropouts from the business. Finally, the 

following denouncement cornes from Kupferberg (1 980): 

lnstead of an example of business and traditional virtues happily 
merging, it l o o k  like a living, sometimes rather charming, Marxist 



parody of capitalism, as a system in which al1 human relationships 
are invaded, exploitad, and corrupted by money-an unforeseen 
part of what Marx meant when he complained that in a bourgeois 
society, money 'transforms fidelity into infidelity, love into hate, hate 
into love, virtue into vice." (p. 13) 

Unethical Use of Friends 

The final, and perhaps most damning, criticism made on interpersonal grounds 

is that involving friends in one's network marketing enterprise-in any way-is 

unethical. Grayson (1 996) remarks on the uneasy balance that distributors must 

strike between the commercial and the social realms, and notes that the paradox 

in the industry is that social relationships facilitate the building of the business, 

but at the sarne time raise barriers. Distributors sometimes face embarrassrnent 

or a loss of status among their friends after contacting them about a network 

marketing venture (Harden. 1987; Smith, 1984). and one distributor told Grayson 

of her friend's aversion to her wearing a large button advertising her business 

when they were out on social occasions. 

The problem, critics Say, is that flattening the distinction between friends and 

business partners serves to objectify al1 relationships, because to succeed in the 

industry, one must build a downline. Consequently. Dean (1 998) surmises. 

people will always be seen as the means to an end. Vandruff (1999) concurs. 

arguing that friends and family should not be considered "marks." or targets for 

exploitation. When they are, the relationship changes to one between 



manipulator and manipulatee (Fitzpatrick & Reynolds, 1997). One researcher 

tells of his own feelings about this problem: 

I have long enjoyed a very close relationship with my sister, and 
have always gotten along quite well with my brother-in-law. When I 
joined Amway they also became, al1 of a sudden, my business 
partners and sponsors. Once our relationships became economic 
as well as familial, I began to wonder whether any actions that they 
took regarding me were motivated by the business or by love. 
Phone calls to see how I was doing, for example, were soon 
accompanied by conversations about the business (e.g., had I been 
contacting people?). I began to wonder if they were more 
interested in me as their brother, or me as their downline distributor. 
The former interest, I believed. was purer and was based on who I 
was. The latter was less noble and based on what I could do for 
them. . . . Not only did I question their motivations. I began to feel 
very guilty for even thinking that their actions could be motivated by 
anything but familial love. I even started to question my own 
motivations! . . . Was I using them? Were they using me? The 
longer I acted as a distributor. the more perverse the idea of using 
family and friends for business purposes seemed. The emotional 
energy expended by doubt and guilt was vast. The experience was 
hell. (Pratt. 1994. p. 155) 

Fitzpatrick and Reynolds (1 997) believe that the powerful response experienced 

by Pratt is also common when people are solicited by friends. and that declining 

the business offer requires high social skills and fortitude. The problem, they 

argue, is that the process starts without traditional advertising (which the 

companies do not need) when the firm simply walks in the front door in the guise 

of a friend or sibling. To withstand intense enrollment efforts demands a strong 

sense of personal security. Even the seemingly innocuous party plan-invited 

guests attend a house-party that includes games, but where products are also 

demonstrated and sold-is not immune to these problems. According to one 

researcher (Taylor, 1978), the party plan style of network marketing 

exploits the everyday sociability and reciprocity of friends, 
neighbours. and kin. This forrn of organizational parasitism, while it 
has its unique features, is analogous to that forrn of colonialism 



which extracted taxation by utilizing the existing tribal structure 
rather than developing its own grass roots systern of administration 
and collection. (p. 574) 

lndustry supporters often Say that enrolling friends and family is a good deed, 

since one is doing thern a favour by showing thern an opportunity to generate 

income. However, critics daim that once a distributor succeeds in recruiting 

someone, the distributor not only profits at the new member's expense, but also 

makes the recruit feel like a failure, since he or she is unlikely to earn money 

after al1 (Vandruff, 1999). In fact, one accusation made is that many distributors 

are faiiing themselves, and one way for them to get out of their mess is to get 

others to fail equally. Roth (1997) points to the common advice given in some 

Amway organizations to fake it till you make it": in other words, pretending one 

is successful for long enough will eventually lead to genuine success. He 

postulates that perhaps the organization grows "by a process of recursive 'faking 

it': screwed people trying to get unscrewed by screwing others" (p. 49). Another 

researcher invokes a spider analogy, and describes this process as "laying the 

web for others, so that I might get free of minen (Butterfield, 1985, p. 99). 

Furthemore, he argues that this passionless approach to the business is 

repeated throughout the organization, so that upline friendships are usually 

insincere, manipulative, and conditional: no duplication, no friendship. 

All of this manipulation. industry detractors maintain, rneans that very little 

honesty survives in the business. People Say only what is calculated to sponsor 

others, and friendships are guided into preconceived directions to that end. 

She meets you to go bowling, while you are rehearsing in your mind 
the script from a tape which will arouse her curiosity and get her 



talking about business and money. She is chatting about her kids, 
but you are waiting for the right moment to Say, "Isn't it tough 
nowadays to support kids on one income?" (Butterfield, 1985, p. 53) 

Critics hold that friends who do not feel comfortable with the solicitation may find 

the recruiting situation affects the friendship itself. Hannan (1 987) experienced 

a threat to one of his friendships when he attempted to recruit: 

Probably the most painful experience was generated when I asked 
some very close friends to talk with me about the plan. Their initial 
response, at least as I understood it, was affirmative. When I 
called to confirm an appointment, however, I was greeted with a 
very uncustomary "cautionn in tone. I sensed a tightness in my 
friend's voice and was definitely aware of my own tight chest. I had 
to "walk through" this tension in order to reaffirm the friendship. (p. 
67) 

In spite of facing similar tension, Butterfield (1985) acknowledges that during the 

initial stages of his being a distributor, when he was not yet eaming money and 

26 people had rejected his opportunity, he did not blame the company or his 

upline. tnstead, he blamed his friends and family members for not seeing the 

"genius" and "beauty" of the programme. This attitude can lead to what Roth 

(1997) calls "revenge fantasies." He argues that "the yearning to Save face- 

especially with people you urged to join Amway-seems to be a major factor 

keeping people in" (p. 64). Wanting to prove that naysaying friends were wrong 

about one's choice to get involved in a network marketing company is often used 

as the basis for visualization techniques in Amway Motivational Organizations. 

"The tapes teach that 'success is revenge.' On whom? On the brother-in-law 

who laughed at me; on the friend who said it wouldn't work; on al1 the prospects 

who stood me up and wasted my tirne" (Butterfield, 1985, p. 104). However, 

Butterfield supposes, when one imagines seeking revenge on one's friends, 

soon enough they will no longer be friends at ail. 
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Ultimate List of Reasons Why People Should Not Join 

To conclude Chapter 7, a second list of reasons follows, this one of factors that 

might stop people from joining a network marketing organization. The list has 

been gathered from the various critical sources cited above, and for ease of 

comparison has a structure similar to the first Ultimate List, found in Chapter 3 

(page 61). Once again, note that rnany of the items below are examples of the 

worst excesses. for example those found in some Amway Motivational 

Organizations and other companies that use similar techniques. 

"Ultimate" List of Reasons Whv Peoale Should Not Join 

Home-based self-employment 
lsolated when working alone 
Hard to self-motivate, self-discipline 
Too easy to waste the day 
Must obey upline; can be rather cult-like 
Follow the System 
Must obey dress code 
Harassrnent can occur anywhere 
No job or income security 

Minimal business overhead 
Can be costly to join when front-end loading occurs 
Some tax breaks are being eliminated 
No one to take over when you become il1 
Must constantly recruit to replace dropouts 
No benefits such as Employment Insurance, sick leave, vacation pay 
Must deliver and ship products (in some cornpanies) 
Must maintain an inventory in the home 
Must bill and collect money from retail customers 
Complicated paperwork for retailing 

Ease of entry 
$1,000 or more to start (in some companies) 
Working part-time will not likely pay well 
Some financial risk, especially purchase of Tools. and vehicle Wear 
Could be saturated in your territory 



Some start-up fees; corporation keeps percentage of sales 
Hard to get refunds (in some companies) 

People 
Cannot choose your upline, who may be offensive. or absent 
Recognition is a strategy to keep you committed 
Much of the personal growth material teaches greed 
Leaders become successful because they start with a strong, 

varied network 
Competition between legs results in isolation 
Night after night showing the plan is drudgery 
Must drag family into programme; this is unethical 
Reduces your circle of friends to only other networkers 
Must idolize rich upline 

Other 
Extremely few earn high incomes 
May have high travel costs 
Unlikely to earn decent income; must keep working 
Products are tawdry, and available elsewhere 
Must use corporate literature and videos 
Some training seminars are expensive 
Upline support is conditional on being "good" 
No such thing as true residual income 
Not in control of your business-upline is 
lnheriting a low-paying headache is not beneficial 
Work many hours for little pay 
Recruiting friends is psychologically untenable 
Upline disparages academia and workplace to own ends 
Conservative politics and religion are cornmon 
Some companies perform illegal acts 
These are just pyramid schemes in disguise 
Monetary gain off friends is unethical 
Using friends is unethical in general 

Chapters 5 through 7 have been an exploration of the world of network 

marketing from the viewpoint of those who find the industry fraught with 

problems. Looking ahead to Chapter 8, 1 will return to the words of the 40 

interview participants, who describe how they overcome sorne of those problems 

in their own businesses. 



CHAPTER 8 

OVERCOMING CHALLENGES 

Julie Gets the Jitters 

"I'm really starting to hate this!" said Julie in frustration as she put down the 

telephone. "Nobody seerns interested at all. In fact, everyone I phone sounds 

kind of annoyed that I called them. I feel like I'm pushing a used car on them or 

something!" 

"Well, maybe this just isn't for you." offered Barry. "You always said you 

weren't a business type." 

Thanks for the support, thought Julie. "Yeah, maybe not," she said. "I 

really don't know how to answer al1 the questions they ask me. Maybe I should 

ask Mike or Sandra what to do." 

"Oh! I forgot to tell you. Sandra phoned yesterday. She said to cal1 her at 

home this weekend." said Barry. 

"Really? Well. maybe l'II cal1 her right now." 1 wonder if he forgot to tell me 

on purpose? 

After apologizing for Bany's rnemory lapse, Julie told Sandra that things were 

not going well. 



"Oh? What happened?" asked Sandra. 

"Well, I phoned three of our friends and told them about Acme Nutritionals. 

I told them al1 about you and Ravi Meenda and the hotel meeting and the 

compensation plan, and I tried to answer al1 of their questions, but they al1 Say 

they aren't interested." 

"Okay," said Sandra calmly. "Do you remember I told you that the hardest 

part of phoning people is to not let yourself get caught up in answering questions 

on the phone?" 

"Yeah, and now I know what you meant!" replied Julie. "What should I 

say?" 1 feel so dense! 

"If you want to do this right, start by making a list of everyone you know. 

That is everyone you know now, and people you may have lost touch with. The 

list should be at least 50 or 100 names. Then I will come over to your house, 

and we will phone some people together. I will teach you everything you need to 

know. How does that sound?" 

"Great!" said Julie. 1 could sure use some help! 

The next day, Sandra taught Julie how to phone people by simply inviting them 

to meet Sandra. "The goal is to get them to meet us on Tuesday or Thursday 

this week, not to answer any questions on the phone," she instructed Julie. "Just 

tell them you want them to meet me because I've got a great way for them to 

make some extra money. Tell them it will only take 30 minutes; which night is 

better for them this week, Tuesday or Thursday?" 

After booking several appointments, Julie asked what would happen on Tuesday 

evening. 1 hope she doesn't strong-arm my friends. 

"1 will meet you here at six o'clock, and together we'll drive to the first 

appointment. I will do al1 the talking, and people will either want to become 

distributors or they won't. Then we will go to the next house. The key to this 

method is that there are two of us and only one of them. We both think Acrne is 

great, so they are likely to agree with us. And people have a tendency to treat 



strangers more politely, and more as experts, than they do their friends, so I will 

get their undivided attention for half an hour." 

At the end of Thursday evening, Julie had two distributors in her downline, and 

two more friends were thinking things over. Three others had said they were not 

interested. but had agreed to purchase some of Acme's products. 'This is 

great!" Julie said excitedly. "Thanks again for ail your help. Sandra. l'II cal1 you 

in a week or so, after my conference at work is over." 

"Good, l'II talk to you soon," replied Sandra as she drove away. 

Although Barry was rather muted in his praise, Julie maintained her excitement 

al1 weekend-until the phone rang. 

"Who was that?" asked Barry as Julie hung up the phone. 

"Maria. Her husband is not happy with Acme, so she says she wants to 

quit already. She asked if she could get her money back for the enrollment kit. 

She says it just isn't right for them, but I know she would be amazing at this. I 

don't understand why people are not as excited about this as I am!" 

"1 dunno, honey." answered Barry. "1 guess people are just seeing the 

stigma that surrounds this stuff. And most people don? have much spare time 

these days." 

"Yeah, and neither do 1. I've got to get ready for this week-long conference. 

I guess I can worry about Acme stuff next weekend. Maybe I should just throw 

in the towel, too." 1 hate having to tell Barry the news every time something bad 

happens with Acme. Maybe I'm not good enough for this. / should just be 

thankful I've got my job after ail. 

The next weekend. Julie spent Saturday doing chores and chauffeuring kids. On 

Sunday, she got a phone cal1 from Sandra. who asked if she could stop by 

Julie's house. 

"1 can't stay long, today," said Sandra as she entered the living room. "But I 

wanted to give you some books to read." 



"What are they?" asked Julie. 

"These are four books in a series written by Big Al. Well, his real name is 

Tom Schreiter. but the books are really funny, and he is a genuine expert in 

network marketing. I think these books will help you out a lot." 

"Well, I must Say, I've been so busy that I haven't given much thought to 

Acme lately. Frankly, with Maria quitting, I thought about quitting myself." 

admitted Julie. 

"That's okay," said Sandra. "This business can be a real rollercoaster ride 

on the emotions. Why donPt you have a look at these books-they are a fast 

read-and give me a cail soon." 

Two weeks later, Julie was in a different frame of mind. She had devoured the 

books in a few days, and after setting some more appointments, she and Sandra 

had done several more two-on-one meetings, and had enrolled two more 

distributors. 

"Today went great!" Julie said to Barry. "Dorota loved the Big Al book I lent 

to her, and today Sandra came to her house and enrolled two of Dorota's 

f riends!" 

"And look at this," said Barry. "We got a cheque in the mail from Acme." 

"Fourteen dollars and thirty cents. We're rich!" 

"Start booking that vacation!" joked Barry. 

I'rn glad he's thinking about the vacation. "Seriously, though. It's not much 

considering al1 the hours I spent on this, but it's a start. And remember, the key 

is the residual income." 

"Yeah, it's a start," offered Barry. I'm surprised we got a cheque so soon. 1 

wonder what the chances are it will bounce? 

Julie continued: "Now I know the way to do it right. Just ask people if they 

want to make some extra rnoney, and look for people who are ready: ready for a 

business opportunity. Then let Sandra do al1 the talking for me. Later, when I'm 

ready, l'II teach my downline to do the same, and they can enroll other people, 

just like Dorota. I really think this might take off." 
* + *  



History of Network Marketing 

Before returning to the comments made by interviewees, I provide a brief 

overview of the historical roots of the industry-a history replete with its own 

series of challenges. There have been two major influences on the devetopment 

of the modem network marketing industry: the (single-level) direct sales industry, 

and illegal pyramid schemes and chain letters. 

From Peddlina to Partv Plan 

The direct sales industry has gone through several phases (Biggart, 1989; 

Harris, 1992), the first of these being the emergence of "Yankee peddlers" who 

brought European traditions of roaming from region to region selling goods to 

rural North American customers. They also brought a welcome social and 

entertainment component to isolated farmers, by carrying news, gossip. and 

stories from the big cities of the east, as well as from nearby rural families. 

Many peddlers began their trading in Connecticut and then branched out across 

North Arnerica, collectively selling millions of dollars worth of goods annually. 

Although the image of these peddlers as self-directed entrepreneurs may be 

sornewhat exaggerated (Harris, 1992). the tinware, clock, and other industries 

owe a large debt to these sellers for their ability to bring new products to far- 

flung markets. Eventually, however, new technologies. such as the telegraph, 

which aided the development of rural stores, signaled a downturn in peddling. 
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Ironically, as more stores appeared in rural areas, and as large department 

stores arrived in cities, peddling enjoyed a resurgence (Biggart, 1989). Although 

many peddters became shopkeepers, others joined the growing ranks of 

organized sales forces that sold a single product line rather than a variety. 

Companies such as Fuller Brush, Avon, and Singer were well-known by the early 

20th century, and were able to compete with the department stores' challenge to 

the industry by offering personal service and demonstrations. By 1920, there 

were 200,000 door-to-door direct sellers in the United States, and they were 

seen as an increasing threat to the new retailers. Biggart contends that 

organization of the direct sales industry occurred partly in response to attacks 

from retailers and Chambers of Commerce, who engaged in widespread 

accusations that direct sellers were vagrants, thieves, and Iiars-a state of 

affairs that may partly explain the hostility toward network marketers even today. 

Many direct sellers came together under the protection of the National 

Association of Direct Selling Companies (NADSC), which was formed in 1925 

(Harris, 1992), and was the forerunner to today's Direct Sellers Association 

(DSA). 

NADSC fought at least two life-threatening developments on behalf of its 

members. The first battle resulted from a small Wyoming town enacting the 

Green River Ordinance, which barred direct sellers from knocking on doors 

uninvited. The industry fought this and other jurisdictions that copied Green 

River when the Supreme Court refused to hear the case. With improvements in 



the sales behaviour of direct sellers, the number of towns implementing sirnilar 

ordinances slowed. The second battle, according to Harris (1992)' was the 

proposal, as part of the government's "New Deal," for mandatory minimum wage 

laws for direct sellers. The industry responded by insisting that sellers were 

"independent contractors," who should be exempt from requirements of an 

employee-employer relationship. Harris notes that the withdrawal of the 

proposal cemented the growing emphasis on direct selling as a "haven of 

'independence' for those drowning in increasingiy afienating and unsatisfying 

workn (p. 220). 

Another, lesser known chapter in the history of direct sales was led by 

entrepreneurial black women selling specialty hair-care products that they 

manufactured and sold. Annie Turnbo Malone and Madame C. J. Walker built 

the largest of these businesses in the early 1900s by targeting members of their 

own communities, eventually gaining national markets. Peiss (1 998) describes 

these ventures, and their similarities to today's network marketing industry: 

Led by compelling, larger-than-life personalities, they combined the 
profit motive with the qualities of a social or religious movement. 
Production and consumption were interwoven with ideologies of 
economic nationalism, racial advancement, and female 
emancipation. . . . Like many pyramid organizations today, Malone 
rewarded sales agents not only with cash but with other incentives, 
giving diamond rings, low-cost mortgages, and public recognition 
for recruiting new agents, becorning top-sellers, showing evidence 
of th rift with a savings account, or demonstrating charity. 

Another phase in the development of the direct selling industry occurred when 

two company managers split. F. Stanley Beveridge left the employ of A. C. 

Fuller's brush company and in 1932 began his own company. Stanley Home 



Products. (Interestingly, both men were bom on farrns in Nova Scotia.) 

Although some cookware dealers had apparently conducted demonstrations to 

groups of consumers in homes in the early 1930s. Stanley discovered and 

perfected this method in 1939, and the "Party Plann was born (Harris, 1992). 

The details of the party plan, a method of retailing, will be discussed in Chapter . 

9 but the basic premise is that a "dealer" finds a "host" who is willing to hold a 

party at her home (most parties are hosted and attended by women). The host 

then invites her friends and neighbors; upon arriva1 they are addressed by the 

dealer, who leads the guests in brief games before demonstrating and selling 

products. The host receives a gift product based on sales, and the dealer 

attempts to persuade other guests to hold another party in the future (Prus & 

Frisby, 1990). This innovation in direct sales spread quickly throughout the 

industry, because as Harris (1992) remarks, "few parties went without sales and 

dealers had no doors slammed in their faces; the direct seller had corne in from 

the cold" (p. 224). Women who were successful Stanley dealers soon left to 

form their own companies-including Mary Kay Cosmetics, Home Interiors, and 

Tuppeware-helping to expand not only the party plan, but the entire direct 

selling industry. 

Chains and Pvramids 

The second major influence on the development of network marketing was illegal 

pyramid schemes and chain letters (Gabbay, 1995; Harden, 1987). In Chapter 



2, 1 described the differences between the legal entities and their criminal 

cousins. Harden traces the roots of these activities back to ancient peoples who 

transferred knowledge orally from generation to generation, and to hierarchical 

organizations such as the armies of the Roman Empire. He cites Clare Boothe 

Luce as suggesting that the first use of pyramiding techniques as a marketing 

tool was by the twelve Apostles of Christian history, who spread their message 

through a word-of-mouth chain until their "downlinen included millions. 

The concept of chain letters likely began after World War 1, and according to 

Harden (1987). reached a peak in the early 1930s during the Great Depression. 

They may have been modeled after the scam conducted by Charles Ponzi, 

described in Chapter 2. One scheme, known as "Send-a-Dime," reportedly 

started in Denver, Colorado and spread across North America, and even 

overseas. People received a letter in the mail (headed "Prosperity Club," a 

phrase still in use today). which listed six people and their addresses. The letter 

asked recipients to send a dime to the person at the top of the list, and then add 

their own name to the bottom. After making five copies of the letter, and mailing 

them to five friends, participants had only to wait for the geometric progression 

of fives: 5-25-1 25-625-3,125-15.625. Thus, theoretically,. participants 

would eventually receive in the mail over 15,000 dimes. This was a new, fun 

game, and it quickly took hold of the population. 

Harden (1987) reports that by 1935, almost every household in Denver had 

received the letters, and one man put an advertisernent in the newspaper 



begging people to stop; he claimed to have received 2,300 of the letters. Denver 

postal officials attempted to determine how many of the illegal letters were being 

sent, and examined one moming's mail for the presence of dimes. They found 

over 300,000 dimes, and declined to pursue legal action any further. Both postal 

and railroad officials were concemed about the extra weight and delay caused 

by the letters. Eventually, the craze begat offspring in Send-a-Dollar schemes, 

as well as other denominations and commodities. Harden states that postal 

service statisticians calculated that nationwide, 10 million chain letters were 

being mailed daily-incidentally resulting in no small increase in postal revenue. 

Govemments stepped up efforts to outlaw the schemes, but participants argued 

that the scheme was harmless and served to cheer people up during a 

depression. Chain letters began appearing that were designed to raise money 

for war veterans with disabilities, or for political causes. The schemes ran out of 

steam in the early 1940s. though they have never cornpletely stopped being 

distributed, and today are often sent through electronic mail systems. 

The 1940s marked the birth of a new scam in the United States, as described in 

a 1949 Life magazine article entitled "Pyramid Club Craze Sweeps Nation" 

(March 7, as cited in Harden, 1987): 

The Pyramid Club is just a new version of the chain letter, with 
delivery made by hand to get around the regulations with which the 
Post Office Department tries its best to protect suckers. New 
members are recruited at a dollar a head at neighborhood parties, 
at which the customary refreshments are coffee and doughnuts. (p. 
58) 



In an indication of how the schemes were treated at the time, the Life magazine 

article goes on to testify that the clubs 

had a highly democratizing effect. One well-to-do matron threw a 
pyramid party and found that her guests included two cab drivers, a 
plumber, her cleaning woman, and her cleaning woman's husband. 
Since al1 felt equally larcenous at the moment, a good time was had 
by all. (p. 59) 

The new clubs, allegedly born in California, spread rapidly, and Harden (1987) 

estimates that hundreds of thousands of people participated in the New York City 

area alone. In Toronto, Canada, similar clubs, with entry fees of between $5 

and $20, were also widespread (Stinson & Saunders, 1997). Government 

officiais attempted to apply various laws-such as anti-lottery statutes-to hait 

their progression. But legal opinion was divided, as New York authorities worked 

diligently to punish perpetrators, while California judges declined to convict club 

participants. Finally, Harden observes, the pyramid club excitement died down: 

Pyramid clubs began to wither away in the early 1950s in much the 
same way that the chain letter schemes died off in the early 1940s. 
There has, however, been a resurgence of "pyramiding" on and off 
throughout the last three decades. Pyramid techniques have 
sprung up in both MLM [multi-level marketing] organizations and in 
modern pyramid clubs which operate along the same basic 
guidelines as their earlier predecessors. (p. 62) 

The Birth of Network Marketing 

Both of these historical factors-direct selling, and pyramids and chain letters- 

influenced the creation of network marketing. Poe (1995) and others date the 

founding of the industry to nearly 60 years ago. 



In 1941, a chemist named Car1 Rehnborg had a brainstorrn. Dr. 
Rehnborg was imprisoned in a Chinese intemment camp during the 
1920s, where his starvation diet impressed upon him the value of 
nutrition. Later, Rehnborg invented a new food supplement derived 
from alfalfa, watercress, parsley, and various vitamins and 
minerals. He started a company to seIl it, called Nutrilite Products, 
Inc. (p. 6) 

What distinguished Nutrilite from other companies, however, was its use of a 

unique, new marketing plan developed by William Casselberry and Lee Mytinger. 

These men formed C&M Marketing, which became the marketing company for 

Nutrilite vitamins. Biggart (1989) describes the plan: 

Distributors couid earn a bonus of 3% of the sales of people they 
personally sponsored into the organization. When sponsors (and 
their recruits) had sold $1 5,000 worth of products, the sponsors 
could set up their own profitable wholesaler relationship to the 
people "belown or "downlinen from them in the recruiting chain. New 
wholesalers were called "breakawaysn because they had broken 
from the sponsor's organization to create their own wholesaler 
relationship to the company. To encourage sponsors to develop 
successful breakaways (though they would lose profitable 
wholesaling business), C&M Marketing gave them "overriden 
royalties on the sales of a breakaway's organization of recruits. Alt 
of the distributors were connected financially ta the people who 
sponsored them and to the people they in tum sponsored. (p. 44) 

According to Harris (1992). the C&M plan helped Nutrilite grow modestly for the 

next 15 years, and its distributorships spread across the United States. 

In 1949, two young entrepreneurial friends, Rich DeVos and Jay Van Andel, 

became distributors for Nutrilite. Their public speaking skills and hard work 

resulted in an income of $82,000 their first year, and over $300,000 in their 

second (Harris, 1992). They continued their success until 1958, when, in events 

that were rather predictive of the future of network marketing, proposed 

government regulations aimed at stopping distributors from making 



unsubstantiated health claims about products resulted in a crisis for Nutrilite and 

CBM. Disagreements between the two cornpanies led Rehnborg to sever his 

relationship with C8M. and offer Van Andel the job of president (Johnston, 

1987). Van Andel figured that if Rehnborg had that much confidence in him, he 

and DeVos could just as well run their own company. The two met with their top 

downline distributors in the spring of 1959, and formed the American Way 

Association, which began searching for products to sell. The initial operation 

was headquartered in the two leaders' basements, where they packaged 

cleaning products and shipped them out to distributors. By 1960. they added 

manufacturing to the newly formed Amway Sales Corporation. which grossed 

$500,000 that year. 

Since that time, Amway has led the field in the network marketing industry, and it 

rernains the largest company, both in number of distributors and in worldwide 

sales volume. In 1972, Amway purchased Nutrilite (Juth-Gavasso, 1 Q85), and 

still sells products under that name (Amway, 1998). The company is 

simultaneously the mode1 of the industry and very unrepresentative of it (Harris, 

1992): it is past its 40th anniversary and had sales of over $6 billion in 1997, 

with operations in approxirnately 70 countries (Robinson, 1997). and former 

United States Presidents Ronald Reagan, Gerald Ford, and George Bush have 

atl been associated with the company in one way or another. (Also noteworthy is 

the claim by Robinson that leading distributor Dexter Yager, a former beer 

salesperson. has been invited by five different United States presidents to be 



their guest in the White House.) And former Secretary of State, Alexander 

Haig, acts as a consultant to Amway on international affain (Conn, 1985). 

With such powerful allies, Amway is like no other network marketing 

organization. It differs in other ways as well; for example, its product Iine of over 

7,000 products-many of them name-brand-makes it seem more akin to a 

catalogue store than to its competitors in the network marketing industry. Its 

successful expansion throughout the world has drawn even more attention from 

joumalists than the Company normally receives, though it rernains difficult to 

gather accurate, unbiased information about the corporation. One research 

team calls Amway "obsessively secret," and observes that it is one of the largest 

privately-owned companies in the United States (Croft & Woodruffe, 1996). In 

Japan, Amway is one of the most successful foreign companies, second only to 

Coca-Cola (Robinson, 1997). 

Amway's public image has also drawn the attention of government authorities. 

At the same time that the network marketing industry was expanding throughout 

the 1960s and 1970s. pyramid scheme operators became more wily, and began 

disguising their operations as legitimate firms. Well-publicized rulings were 

made against operations such as Holiday Magic, Koscot Interplanetary, and 

Bestline Products (Harden, 1987). Finally, in 1974, the Federal Trade 

Commission (FTC) charged Amway with being a pyramid, and began a trial 

lasting four years that was watched closely by the approximately 30 major 

network marketing companies in operation at the tirne (Kalench, 1991). 



Amway spent $4 million defending itself, and by association, the entire industry. 

In 1979, the FTC found the corporation guilty of several violations, such as price- 

fixing and misrepresentation of distributors' earnings (Juth-Gavasso, 1985). The 

most important finding, however, was that Amway was not a pyramid scheme, 

but rather a "viable and legitimate channel of sales and distribution of productsn 

(Kalench, 1991). The multilevel aspect of the marketing system was 

exonerated, and the industry immediately began rapid expansion. 

The FTC's Amway decision resulted in hundreds of new network marketing 

companies emerging (though many of these also failed) in a short period. 

Millions of people were introduced to the phenomenon in the next few years 

(Kalench, 1991 ), and technological innovations in the computer and 

photocopying fields aided the industry's growth. (Keeping track of a cornpany's 

downline genealogy is a complex task, and Conn (1985) notes that Amway has 

boasted of having one of the world's largest computer systems.) The 

introduction of fax machines, cellular phones, voice mail, and the reduction of 

long-distance telephone costs also helped propel the sector forward. 

Today, there are approximately three or four hundred network marketing 

companies operating in Canada; perhaps five or six hundred in the United States 

(Clements, 1997). Though some people put the figure at "thousandsn (e.g., 

Nichols, 1995), many of these are marginal f i n s  that are undercapitalized and 

doomed to a short life, or operate beyond the boundaries of the law. The newer, 



technologically advanced companies that offer popular products and good 

service probably number fewer than 50. The industry has had some success in 

recent years attracting people who had not previously considered becoming 

involved because of the stigma associated with the field. Finally, Biggart (1989) 

proposes that although the roots of network marketing stretch back to the 

travelling peddlers, the recent technological changes and resulting growth 

suggest that the sector should be examined as a modern phenornenon that has 

developed under current conditions. The next section does so by looking at how 

today's network marketing leaders have handled challenges in their work. 

Meeting the Challenges 

In Chapter 4, 1 described several challenges that the 40 interviewees whose 

words I am examining in this inquiry faced, particularly in the beginning stages of 

their work as distributors. Two of the general problems they encountered were a 

lack of knowledge about network marketing. and the discovery that becoming a 

leader in the industry is extremely hard work. The next section outlines how they 

rose to those challenges. 



Self-Directed Learninq 

Participants commented very frequently that educating thcmselves about 

network marketing was a key element in their efforts to overcome the challenges 

they faced. Obtaining information about the industry and its operating methods 

was seen as pivotal for many people, especially because most of thern had no 

prior knowledge of the field. 

First and foremost, I didn't know anything about Network Marketing. 
The hardest thing for me was leaming how to do the business. One 
of the first people who got involved with me was a neighbor and 
friend of mine, and we set out to read as many books, listen to as 
many tapes, and watch as many videos as we could to find out 
what everybody had to Say about Network Marketing. We were 
also in the position of having to self-educate. Our upline sponsors 
are not career Network Marketing people, so we had to learn about 
that on our own. I started learning more and more about it-mostly 
by trail and error. (Sam C.) 

I raised my belief in the industry by researching and studying the 
business. I read everything I could get my hands on about Network 
Marketing-books, magazine articles, you name it. I knew that if I 
wanted to feel cornfortable about the industry, I would need al1 the 
facts-so I went out and got them. I attended every event or 
serninar my Company sponsored, even if it meant driving hours to 
get there. I wanted to get around other distributors and leaders and 
hear what they had to Say. The more I learned, the more I realized 
how big and powerful this industry is. (Rick) 

The answer for me was the training system we had in the business: 
a system of books, tapes, and seminars-a constant influx of 
information that I could apply. Reading, listening, and associating 
with others in the business kept me around a high expectancy of 
what I could do to accomplish my goals. I learned to expect more 
from my efforts. It was that education-studying networking inside 
and out-that helped me to understand that persistency was not so 
elusive as it first appeared. (Bo) 

We made it Our goal to know more about this business and the 
industry than any one else out there. That way, when someone had 



something negative to Say, we knew better. As our knowledge 
grew, our belief in the industry grew, and as a result, our 
commitment grew even stronger. (Dina) 

It's a funny story, but one of the best things [our sponsor] did was 
subscribe us to Upline-at the time it was called MLM Success. . . . 
He told us it would be a great source of information. and we thought 
he'd given it to us as a gift-until we got our Visa bill, after he'd 
already quit, and saw that he'd charged it to our card! (Richard) 

I overcame those obstacles by educating myself and just getting to 
work. I read everything I could gel rny hands on about Network 
Marketing. I learned that the industry is so much bigger than I ever 
could have imagined. That was important in building my confidence 
in this business. (Elaine) 

The words of many interviewees indicate that reading books, listening to tapes, 

and attending meetings al1 helped them to overcome challenges-particularly in 

the early stages of their network marketing endeavour. In Chapter 5, 1 outlined 

criticisms of the industry based on the overemphasis of these Tools. The above 

respondents, however, believe that the Tools were necessary components of 

their self-education about the business. When they mentioned specific books or 

audio tapes, the products were mostly well-known items that are available in 

large bookstores or through the Intemet. Thus, the purchase of these Tools 

does not necessarily pad the pockets of upline distributors-a major part of the 

criticisrns made by industry observers-because they are purchased voluntarily 

in retail outlets, not from upline members who profit from their sale. 

The learning that interviewees engaged in helped them to increase their belief, 

commitment, and confidence in their choice ta become involved in the network 

marketing sector. Once again, the cal1 for new recruits to increase their level of 

belief in their products, Company, and industry is a common refrain in the 



business. Most likely, this is done for the reasons given by interviewees- 

increased belief helps cernent their commitment and undoubtedly encourages 

thern to continue working in the field for long after they othemrise would. Critics 

have commented that the creation of "true believersw has overtones of a cult, but 

the intewiewees attested that raising their belief in the industry simply helped 

them to overcome barriers and to be more effective marketers-necessary 

ingredients in any sales occupation. 

Dealina With Reiection 

As a result of learning more about the industry, several interviewees were better 

able to handle rejection. 

What I learned is that [successful leaders] were still getting the 
same reaction from other people as I was. I realized it wasn't me- 
that's just the way it is. They taught me that it's how you handle 
those negative reactions that will determine what's going to happen 
in your business. (Liz) 

You just have to learn and understand that it's part of the 
business-in the same way that putting a letter into a file cabinet is 
part of your business if you work in an office, having someone Say 
they're not interested to you is part of this business. You have to 
understand it and learn to accept it. (Joyce) 

Another one of the greatest lessons I learned was not to take 
objections personally, that these people meant nothing against me. 
I began to see that their objections were quite often just pleas for 
more information, and that my role in sharing the opportunity wasn't 
just to offer sornething-it was to educate. Once 1 saw that I was 
there to be a patient listener and a supportive teacher, the 
frustration didn't ovennrhelm me. (Elaine) 

Networking is al1 about sharing information with people and letting 
them decide, because when you're on your own agenda, the fear of 



rejection becomes a lot stronger. What you must accept is that 
some people are ready for the opportunity and the information and 
the products you have to share with them, and some people aren't. 
If you approach it with a relaxed attitude, in which you're simply 
sharing with them, if it's the right timing for them, it's going to 
happen. (And it's going to be a lot more fun!) By using this 
method, the fear of rejection dissolves, because there is no 
rejection-your goal is just to share the information. (Chris) 

The rejection faced by industry participants was one of their more daunting 

challenges. Learning that rejection is an unchangeable fact of the business was 

the first step in overcoming that challenge for some interviewees. Although 

critics (Fitzpatrick 8 Reynolds, 1997) have argued that renaming the activity from 

"sellingn to "sharing" is a thin disguise, these interviewees found the name 

change useful. If the idea of sharing makes it easier to accept rejection, then 

that may be reason enough for them to adopt the terrninology. This led Elaine to 

identify a new role for herself-a teacher who shares information and educates 

others, in much the same way that she was educated by her upline. Thus, she 

fotlowed the common industry invitation to "duplicateW one's upline; in this case 

she saw her role as that of being a teacher to her own downline. 

Persistence 

Many interviewees credited doing "whatever it takesn as the key to overcoming 

challenges in the business. Sheer willpower and the detemination to not quit 

were claimed as important factors in defeating the many roadblocks that network 

marketers face. 



I was consistent with the idea that I wasn't going to quit, no matter 
what. Sometimes I would have one person show up. Sometimes I 
would have no people. No one bought the products, for the most 
part; I would just give them away. I kept saying to myself, "1 know 
the products are good. I know the plan will work. I'rl just keep 
working until I find people who are interested." When they saw that 
I was really consistent and persistent about what I believed in, 
people started to adopt a whole new attitude towards my 
opportunity. (Jonell) 

I wanted to see what Network Marketing could offer. I really wanted 
the freedom, so I held that as a driving force. I wanted that for 
myself, and I wanted that for al1 the people. When I believe in 
something that strongly, I get very stubborn. (Marijke) 

We just decided that this was going to happen, and that there was 
absolutely nothing that was going to stand in our way. After a 
while, the negative people didn't even phase us anymore. (Dina) 

As I discussed in Chapter 6. critics point out that many network marketing 

participants persevere but never attain the success that they desire-they 

merely attend meetings and purchase products on an ongoing basis. Although 

strength of will is a difficult factor to access. this is an avenue worth exploring in 

future research, as the interviewees in my study believed that their tenacity had 

an important part to play in their ultimate success. And strength in the face of 

adversity is a common theme not only in network marketing literature (e.g., 

Rubino, 1997), but also in literature throughout the world. 

The benefits of having a mentor to provide advice and guidance on building their 

businesses were mentioned by several interviewees. In network marketing 

organizations, mentors are almost always successful members of one's upline: 
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possibly one's sponsor, but more likely someone occupying a position in the 

hierarchy one or more levels above the sponsor. Nonetheless, one industry 

leader advisss: "You can also choose a mentor who exists only in books, videos, 

in audio cassettes, or on the stage. Your mentor can even be dead. Just so he 

or she has left a trail for you to follow" (Andrecht. 1995). Generally, people 

seem to be pleased to mentor sorneone who is in the same organization, but 

who is not too far below in the mentor's downline. This limitation sometimes 

exists because in many network marketing plans, commissions are not paid on 

the sales of members who are situated below a certain level. 

We did the smart thing-we went to ouf sponsor's sponsor. Our 
sponsor was too new to know what he was doing, and a baby can't 
teach a baby. So the upline we went to was a ver- sharp business 
man who had been involved in the industry two-and-a-half years. 
We sat down and told him, 'We don't know anything about sales, so 
we're not sure we can do this.' He explained to us that Network 
Marketing is not really about sales. It's about sharing something 
you're passionate about, a product and an opportunity. (Joe) 

And instead of quitting, I was willing to learn. So I picked a mentor, 
somebody who was already successful in the business. I was 
willing to duplicate and learn-l didn't become a clone of that 
person, but 1 learned to duplicate what worked and adapt it for my 
own personality. (Jan) 

The key for me was getting to see the people who were building the 
business the right way, and watching and listening to them. I 
studied what they did, and concentrated on learning the philosophy 
of Networking, which is not a sales philosophy at all. (Gary) 

I had a great sponsor, and an incredible upline to help me-that's 
how. That's the truth-if I hadn't had these people to help me, I 
wouldn't have made it. Randy didn't just send me a box and sign 
me up. He committed to my success. He made my struggles and 
my dreams a priority in his life. He was my partner, not just 
somebody telling me what to do, and that made al1 the difference. 
My upline is the reason I am successful. One important thing, that I 
didn't really see so much at the time, was that Randy was teaching 
me how to be a good sponsor. By his example, I learned 



everything I needed to know to be an effective leader and teacher 
with my downline. (Sharon) 

Modeling one's efforts after the behaviour of successful upline members is a 

strategy commonly suggested in industry literature. Although this tactic may 

conflict with the desire to be an independent entrepreneur, following the 

footsteps of those who have already succeeded has benefits for newcomen to 

the sector, especially for those who have no previous involvement in ventures 

involving sales and marketing. Perhaps in recognition of criticisms, Jan took 

pains to point out that although she learned from and duplicated the work of her 

mentor, she did not become a clone of her mentor, instead adapting the advice 

to suit her needs. 

In his academic research, Pratt (1 994) examined the mentor-protégé relationship 

between upline and downline members in Amway Motivational Organizations. 

One of his conclusions is that feelings of ambivalence are constructed through 

the Amway ideological System by creating contradictory role statements for 

distributors. For example, distributors are advised to show the plan five or six 

nights per week, and to simultaneously spend more time with their families. The 

ambivalent feelings that distributors are left with are either channeled into strong 

commitment (either loving or hating Amway), or are compartmentalized. Pratt 

predicts that strong, trusting relationships between distributors and their upline 

mentors will lead to commitment toward Amway, while weak relationships (in 

which distributors feel manipulated by their upline) will lead distributors either to 

quit in anger, or at most, to lose their commitment to the business. For the 

participants in my inquiry, strong, trusting relationships with mentors were named 
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as a considerable aid in helping new mernbers to overcorne difficult situations in 

their fledgling enterprise. 

Jumdna Riaht In 

A few of the respondents noted that one way to overcome initial challenges is to 

jump in with both feet and to learn through the experience of working in the 

business. 

Just get involved. Leam to use the system and the tools that are 
available to you. You don? have to reinvent the wheel, just jump in, 
hang on and enjoy the ride. (James) 

It really sunk in for me that al1 you have to do in life is go after what 
you want with everything you've got. You don't have to work that 
way for ever, but you have to be willing to go all out. So we worked 
sixteen hour days in the beginning. Our families didn't understand 
what we were doing. but we knew that if we just went after it, 
eventually we'd reach a point in our business when we'd be free 
and everyone who didn't go with us would still be working the same 
hours at the same jobs. (Brad) 

The advice to launch one's business quickly, without spending a great deal of 

time contemplating and analyzing the opportunity and al1 of its intricacies, is 

consistently given to newcomers. New recruits tend to want to wait and examine 

their network marketing business from al1 angles-possibly out of 'fears that it 

may be illegal, or that friends may denigrate the recruit's involvement. Much 

effort is spent at meetings and in Company literature to exhort new members to 

plunge right in and begin setting up meetings with friends and acquaintances. 

Critics would argue that this is done to get new recruits "hooked" before they 

fully realize what the undertaking requires of them; however, soma interviewees 



in my inquiry felt that this was an important step in helping them to avoid 

stagnation through analysis. By starting quickly, they also encountered early 

success. 

Finally, a number of factors that helped people overcome challenges in their 

network marketing businesses were mentioned by only a couple of interviewees. 

One of these was enthusiasm, which was also seen as a characteristic that 

attracted people. Similarly. remaining positive in the face of challenges was 

seen by some respondents as helpful not only to their own state of mind, but to 

encouraging prospects to see the business itself in a better light. A general 

effort to adjust one's attitude, for example letting go of negative impressions of 

the industry, was a noteworthy factor for some participants. Goal setting proved 

useful for two interviewees, as did the ability to leam from one's mistakes. 

Finally, two people felt that self-development or self-growth was an important 

factor in their ability to overcome the challenges that network marketing 

presented. 

Themes 

In this chapter I have outlined several elements that interviewees stated were 

important in their ability to overcome the challenges they faced when getting 

started in network marketing. Those challenges were described in Chapter 4, in 

which I noted two broad themes: a lack of preparedness or foreknowledge, and 



the difficulty of network marketing in general. Those themes are echoed in this 

chapter: through learning and persistence participants were able to stand up to 

problems and difficulties they faced in their chosen industry. Here, leaming 

includes both self-directed efforts, and the acquisition of knowledge from a 

mentor or upline guide-as well as specific tasks such as learning how to deal . 

with rejection, and the importance of doing so. The general difficulty of working 

in the field of network marketing was overcome through persistence, 

enthusiasm, and by jumping in with both feet. 



CHAPTER 9 

KEYS 10 SUCCESS 

Julie Joins the Leaders 

"Welcome! Nice to meet you," said Julie as two guests arrived at her front 

door. 1 hope they don? think the house is too shabby. 1 wonder if they will 

guess this is my first home presentation ? 

"Barry, do you minci bringing another chair up from the basement?" she 

asked. 

"Not if it means your guests leave in time for me to catch the end of the 

gametn whispered Barry as he passed Julie. Oops! he thought, 1 promised 1 

would try to be more supportive. 

"Okay, everyone," said Julie as she turned to the guests. "As soon as we 

get one more chair, we can begin. This won't be a very fancy presentation, but I 

think you will be impressed with the opportunity I'm going to tell you about." Al1 

right! Now just stay calm, and remember al1 the things 1 learned from Sandra. 

Later that evening, after al1 the guests had departed, Julie put away the chairs 

while Barry watched television. "Well, honey, what did you think of my first 

presentation at home?" she asked. 



"Seemed pretty good to me," replied Barry as he tumed off the TV. 

"You can keep watching if you want. We can talk later." 

"That's okay, they're down three goals anyway. And besides, I remember 

my promise, you know," said Barry with a grin. 

Well, what do you know! "Well, I think I scored a couple of goals myself 

tonight!" Julie said excitedly. "No one enrolled, but two people were real close, 

and they both seem Iike they would be good at this. They want to think it over, 

and I didn't want to pressure them." 

"Great! What's next for you, then?" asked Barry. 

"Tomorrow is the weekly hotel meeting, and Sandra said something special 

was going to happen, so I'd better not miss this one. And Thunday I've got a 

couple of two-on-one's to do for Jean-Paul. Okay, the living room is back to 

normal. If my downline keeps growing we're gonna need a bigger room!" 

The next night, Julie sat with Mike, Sandra, Dorota, and a couple of their guests 

in a hotel meeting room along with about 100 other Acme Nutritionals members 

and their prospects. Ravi Meenda was the main presenter, and the evening 

progressed as usual until the final few minutes. 

"Tonight is the first meeting of the month," said Ravi from the stage. "And 

that means that we want to take a minute to recognize a couple of people. First, 

the award for last month's fastest-growing distributonhip. The Sapphire Award 

goes to Julie Munro. C'mon up here, Julie!" 

Oh my God! 1 don't believe this! "Thank you," she said as her friends 

congratulated her and stood to let her pass. 

"Congratulations, Julie. Keep up the good work!" said Ravi as he handed 

her the plaque. 

"Thank you very much!" Julie gushed. 1 can't believe this! 1 feel like the 

Queen of the Prom. As she walked back to her seat, she thought: A few months 

ago on a Wednesday night 1 would have been at home watching Friends on TV. Or 

is it ER night? 1 don't even remember anymore-and 1 don? care. Doing Acme is so 

much more exciting. And I'm really feeling like I've got my own new friend in Sandra. 

1 think we've really connected. 



At home later, she showed Barry her award. "Sure, it's a cheesy little plaque 

with a fake sapphire in itln she said. "But it really was a great feeling to be 

recognized for al1 rny hard work. and to go on stage-well it was really 

sornething, you know? And compared to al1 the crap I have to put up with at 

work . . . even though I do a great job, they never give me any compliments or 

even a little 'thank you.'" 

"That's for sure." snorted Barry. "Mine neither. Well, congratulations on 

the award. I know you've been working hard at this, but I didn't think it was 

growing so fast. What's the award based on?" 

"1 asked Ravi that after the presentation, and he said it's a combination of 

new distributors enrolled and total volume of sales for the month. And guess 

what! Ravi asked me to have coffee with him before next week's meeting. He 

said he wanted to talk 'success' with me in private." 

1 hope that's al1 he wants. "That's great, honey. Maybe he'll share some of 

those twenty-thousand-bucks-a-month secrets of his!" 

One week later, Julie sat with Ravi in the hotel restaurant. 1 don't know why 1 

was so nervous about this. He's so relaxed. "That's right," she said. "Sandra's 

been teaching me a lot." 

"Good." Ravi responded. "And just as I taught Sandra, I am happy to work 

with you in whatever way you need me ta." 

"That's good to know," Julie said. "When Mike told me he was quitting 

Acme, I kind of felt left in the lurch. If it weren't for Sandra, and you, I might 

have quit myself ." 
"I'm glad you didn't. But I don't understand what made Mike quit. With you 

in his downline. he surely would have done well." 

"1 guess he sort of got scared by my success." Julie suggested. "He saw al1 

the hours that I've been putting into Acme, and figured that was too much for 

him. He said he wanted to spend more time at home with his kids in the 

evenings. Plus, he was having a hard tirne with al1 the rejections he was 

getting." 
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"What about you, Julie. Are you feeling the time pinch, too?" 

"A bit, but my kids are pretty independent, and I'm hoping Barry will start 

helping out more. Actually my biggest concem right now is helping my downline. 

I've got a couple of great people, but I'rn worried some of the others might drift 

away if I don't train them properly." 

"Why don't we set up a training day for a Saturday, maybe next month. 

How many people could you get together for a session at my house?" asked 

Ravi. 

At your house! "Well, I'rn sure I could get ten or maybe twenty people to 

corne." 

"Aim for twenty. I've got a small conference room that I use for meetings. 

And tell people to bring a swimsuit and towel if the weather is nice." 

A swim! Won't Barry be jealous of that! "Okay, how about the 15th?" Julie 

asked. 

"Great," said Ravi as he checked his date book. "One o'clock?" 

"One o'ctock is perfect." 

"Try to get as many people as you can. One of the fastest ways to success 

in Acme is to emphasize training your group. You can see how much of my time 

is saved by having someone as good as Sandra in my group. What you need to 

do is to find two or three Sandra's, and we will train them to be leaders-like 

you." 

Thank you. That's the second compliment I've gotten from you. "Well, I'm 

gonna keep looking," Julie replied. 

"Oops, look at the time. We should head over to the meeting room." 

"Yeah. Thanks for the coffee," said Julie, as they stood to leave. 

"Oh! I almost forgot," said Ravi. "I'd like you to Say a few words on stage 

tonight. I think you are ready, don't you?" 

No, no, no, no, no! I don? know what to say! "Uhhhhh . . . tonight?" asked 

Julie as they walked down the corridor. 

'I know that look!" laughed Ravi. "You don't have to lead the whole 

meeting, just come on up when I ask for someone to tell their story about Acme. 

You've heard dozens of those. Just tell how you joined, when that was, and 



what's been happening since. Maybe you'll want to mention your Sapphire 

Award, too." 

"All right. I suppose I could handle that much. But I must Say I feel a little 

nervous talking in front of al1 those people," Julie admitted. 

"You'll do fine. And remember, half the people in the audience already 

know you from last week. t'm confident in you," assured Ravi. "Well, here we 

are. After you." 

"1 nearly died when he asked me to speak to the audience!" Julie told Barry 

at home later that evening. "You know how nervous I am in front of a crowd." 

"Well, from what you tell me, you did a great job," said Barry. "No screw 

ups, and Sandra said you were fine. She wouldn't lie to you. would she?" 

"Yeah, everyone said I was good. And you know what? It felt good to be 

up there. I felt like I had something to offer new people in the room, 'cause my 

story is real. Who would've thought a few months ago that I would be on stage 

talking about my successes in Acme?" 

"Speaking of Acme, we got another cheque today," said Bariy. "Or I guess 

I should Say you got another cheque, since you're doing al1 the work." 

"How much?" asked Julie. 

"Three hundred and sixty two dollars," Barry replied. 

"WoooWooo!" Julie shouted. "Hey, why don't we go out to that new 

Spanish restaurant this weekend and blow some of it!" 

"Okay, and let's take the kids, too," suggested Barry. C'mon old man. time 

to take the plunge, he thought. 

"Won't that be a little pricey?" asked Julie. 

"Well, I thought maybe we could have a little chat with the kids. You know, 

about Acme, and stuff." 

What stuff? What is he getting at? "What are you saying, Barry?" 

"Well, I know I've been a bit hard-nosed about this Acme business," 

admitted Barry. "But I can see that this could be really good for us, for the whole 

family. So I was thinking that I should get more involved. Maybe I can corne to 

some meetings, and help drive you to presentations, or whatever." 



"Oh, honey. That's great news!" said Julie as she felt tears welling up. 

"Maybe we should tell the kids that rnorn and dad are going to be really 

busy for the next few months while they build the business. We can try to have 

at least one parent home for suppers every day, but I think the kids will be okay 

with seeing us a little less in the evenings and weekends for a while. We can 

always remind them about the vacation we've got planned!" joked Barry. 

"This is great!" said Julie as she hugged Barry. "1 was really hoping you 

would corne around." 

'Well, these cheques keep getting bigger and bigger!" said Barry. "And 

besides, hockey season is over now!" 

"You know, I've already got plans for how you can get involved. With two of 

us working on Acme, I really think it will explode. Maybe someday, I can quit my 

job and I wonPt have to work for people that treat me like a number. Corne 

upstairs, and l'II show you my schedule for next month." 

t t *  

Plans and Paycheques 

In Chapter 8, 1 discussed the history of network marketing, with an emphasis on 

the invention of the party plan and the first multi-level compensation plan. In this 

section, I will outline the current practice of payment plans in the industry, as 

there have been ongoing innovations in this area. 



Let's Have a Partv! 

In the first half of the 20th century, direct sellers were almost exclusively men, 

though there were always some women involved, even as travelling peddlers. 

With the perfection of the party plan method of operating, women stepped into 

the lead in the industry, and until the mid-1990s, there seemed little chance that 

their dominance would be challenged. There has been little research into this 

widespread phenornenon, perhaps because as Prus and Frisby (1990) 

speculate, "many academics would quickly dismiss [home parties] as both 'trivial' 

and 'crass and commercial'" (p. 133). 

The party plan was named more for the method of selling than the actual 

commission structure, which varies from straight commission as a percentage of 

sales, to true multi-level commissions based on downline sales volume. The 

home party was well-suited to rapid adoption by women in the 1940s and 1950s, 

as the majority worked in the home and had close networks of similarly situated 

women. Today, as in the early incarnations, "dealers" and "hostesses" are the 

two main players in the plan, and the dealer spends most of her time contacting 

women to host parties in their homes. Once a woman consents to host a party, 

she spreads word of the party among her friends, relatives, neighbors, or co- 

workers. "People sometimes attend these events as a consequence of pre- 

existing interests or curiosities in the products featured . . . however, guests 



most often attribute attendance to personal obligations to the hostess involvedn 

(Prus 8 Frisby, 1990, p. 136; see also Osterhus, 1998; Prus. 1989). 

On the day, or more commonly, evening, of the party, the dealer arrives early, 

with products in tow. She helps the host arrange fumiture in order to best 

display the products. When the guests arrive, they engage in small talk; dealers 

use this time to try to determine who among the guests might want to host 

another party at some future date. In his year-long study of several Tuppeware 

dealers, Taylor (1978) found a difference between those dealers who were very 

close to their hosts and guests, and those that had more distant relationships. 

In his study, revealingly titled "Marilyn's friends and Rita's customers: A study of 

party-selling as play and as work," he found that Marilyn's extremely casual 

approach to the parties she arranged was suited to the close-knit group of 

women that hosted and attended virtually al1 of her parties in rotation. Jokes and 

laughter, and an informal approach to the products (with plenty of interruptions 

by children, and banter during Marilyn's "speeches"), were an indication of the 

overarching emphasis these wornen placed on the occasion as a social event. 

Most of the attendees were related, and had been together several other times 

for parties at which Marilyn "demonstrated" the products. At the end of the 

event, they together planned when the next parly would be held, and at whose 

home. 

Rita's parties, on the other hand, followed the model encouraged by the 

corporation, beginning with a series of brief games, and the awarding of small 



prizes. Rita then demonstrated the products in a formal manner, using sales 

techniques she had leamed at corporate training events. Attendees were then 

given order forms, and shown how to fiIl them out to purchase products. Guests 

were persuaded to purchase more products in order to help the host garner 

enough "points" to receive a free gift (a coffee percolator). Then tea and cakes 

were brought out by the host, and Rita gathered up the purchase orders. 

determining the totals while attempting to convince several of the guests to hold 

a party, or to become a Tupperware distributor. As the guests started to leave. 

Rita began putting away her displayed products, and, shortly thereafter, followed 

her own motto to "pack up and get out" (Taylor, 1978, p. 587). 

After the party, it remains for the host to collect the money from the (former) 

guests, stay in contact with the dealer to exchange money for products, and then 

distribute the purchases to those who placed orders. Fuithemore, as observed 

by Frenzen and Davis (1990). the host may have a reciprocal obligation to attend 

any parties that her guests have scheduled in the next few months. These 

researchers also found that even a small purchase was enough to maintain the 

balance in the social bond between guest and host. They did find that the 

strength of the tie between two people predicted the likelihood of a purchase, but 

the researchers also noted that the actual products being offered affect sales 

less than the party itself. As long as the products were of reasonable quality and 

price, sales would be made. Today's companies offer a wide variety of product 

lines: plastic containers and other kitchenware, baskets, lingerie, clothing, 



candles, cosmetics, and even sex paraphernalia (Baumann, 1991; Onstad, 

1 997). 

Although most party guests view the event as similar to a bridge game or other 

social occasion (Wedemeyer, 1975). for many dealers party demonstrations are 

a source of income-in some cases, very large incomes (Stevens, 1981). This 

is possible because in plans that pay commissions on multiple levels, income is 

also generated by recruiting other dealers, training them to recruit yet more 

dealers, and so on. Dealers who successfully recruit receive a percentage of the 

sales made by their downline members. Many dealers choose not to recruit, or 

make attempts in the beginning, but upon receiving several rejections, stop 

soliciting others and concentrate on generating parties at which to demonstrate 

and seIl products. The potential income frorn doing so is more limited, but 

dealers who can effect an enjoyable, sociable party can enjoy a moderate 

commercial benefit (Baumann, 1988). Participants in the party plan method of 

network marketing generally place more emphasis on retailing-many women 

never recruit other dealers-whereas in other plans used in the industry 

extremely few are satisfied to merely retail, and a large part of one's time is 

spent recruiting others (Onstad, 1997). 

The party plan has had waves of popularity; for example, "a national survey, 

conducted by the British Market Research Bureau in 1972, showed that 51 per 

cent of al1 housewives had been to at least one partyn (Taylor, 1978, p. 573). 

And according to one survey, in the United States in the late 1970s every month 



over one-fifth of al1 adults in the country were invited to a party (Sales and 

Marketing Management, 1979). Today, the party plan is less prevalent, partly 

because of its own success. Moreover, as one researcher asserts, when a 

dealer runs out of contacts who have not already hosted a party, she is forced to 

seek out hosts among strangers. 

As their intimate networks become saturated, as parties beget 
parties, so the proportion of guests known to the dealer declines. 
On average, the dealers knew 77 per cent of al! guests at their first 
party, 24 per cent at all second generation parties, 20 per cent at al1 
third generation, 15 per cent at al1 fourth generation, and only 9 per 
cent at al1 fifth generation parties. As the proportion of known 
guests decreases, a new style is required and more effort has to be 
expended. Consequently only those prepared to employ the 
recommended tactics and techniques remain, the others drop out. 
(Taylor, 1978, p. 592) 

One example of this situation is provided by Marilyn, who was introduced earlier. 

"Marilyn 'dropped-out' five weeks after the party just described. She felt that al1 

her friends had as much Tuppe~vare as they could possibly use, and she was 

not prepared to canvass for parties among strangers" (Taylor, 1978, p. 591). 

However, Taylor later learned that Marilyn became a dealer for a new Company, 

this time selling children's ctothes. He surmises that she exploited the same 

network of close friends, and perhaps discontinued when her friends were once 

again saturated: this time with clothes. Marilyn made use of one of the 

advantages of the party plan-the ease with which dealers are able to switch 

companies. 

Harden (1987) outlines several other advantages: the environment is relaxed, 

encouraging sales; the psychology of group purchasing pressure is effective in 

boosting sales; guests feel obligated to the host; the host is rewarded with a gift, 
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and she may gel another gift or a commission if her guests host successful 

parties as a result of hers. In a survey conducted on behalf of a journal (Sales 

and Marketing Management, 1979), researchers found that compared to some 

other foms of selling, party plans were more effective at making the sale. They 

speculate that getting potential customers to listen to a pitch is half the battle, 

and because home parties virtually ensure that guests will Iisten, the percentage 

of purchasers is high. 

Finally, Marilyn's situation also highlights deficiencies in the party plan method. 

A host can have only a limited number of parties before her friends tire of the 

ritual-or have purchased every desirable product from the company's offerings. 

Therefore, as Gabbay (1995) notes, dealers are limited in the number of times 

they can use a particular host, and must find new hosts continually. These 

deficiencies may have played a part in the development, in the 1940s' of the 

multi-level marketing plans, which I shall discuss in the next section. 

Mv Plan is Better Than Your Plan 

Beginning with the party plan but more so with muhi-level 
marketing, direct selling has become plan-driven. . . . Emphasis on 
sales calls, a trademark of classic door-to-door selling, has been 
replaced by an emphasis on recruitment and motivation. (Harris, 
1992, p. 229) 

Indeed, network marketing enthusiasts spend a great deal of time talking about 

and analyzing compensation plans, the commission structure of the companies; 

some Say distributon spend too much time on this topic (Clements, 1997). On 



the other hand, Moore (1998) estimates that 'over 75 percent of active 

distributors in any organization who are currently receiving a check could not 

even accurately explain in detail their own plan, much less any other plan in the 

industry" (p. 40). Although the party plan was discussed separately in the 

previous section, the distinction between it and the other, multiple level plans is 

rather arbitrary. Some network marketing distributors use the home party as 

their rnethod of selling products and recruiting members. However, there remain 

companies that use the party plan in a form that is closer to traditional direct 

selling. That is, commissions are paid on only one level, and recruiting is not 

emphasized. Or, if commissions are paid on the sales of recruits, the amount is 

very low in comparison to the profit generated by retail sales. 

Regardless of the plan used, to conform to legal guidelines the compensation 

package must be designed to reward distributors for the sale of products. The 

higher the volume of product moving through a distributor's organization, the 

higher should be his or her commission. One industry proponent puts it this 

way : 

An effective compensation plan will reward hard work. The more 
you seIl and recruit, the more you get paid. However, it should also 
have small rewards for the average, part-time networker. (Nichols, 
1995, p. 3) 

Giving rewards to part-time distributors that do not have large volumes of sales 

is known as placing emphasis on the front-end. On the other hand, when the 

emphasis is on rewards for the heavy hitters-a few of whom earn over $1 

million monthly-the Company is said to be structured in favour of the back-end 



(Poe, 1995). Although there are myriad ways that companies tweak their plans 

in an effort to appear to offer the most commissions for the least arnount of 

work, I outline just the basic components of the main plans in use today, drawn 

from the following sources: (Augenstein, 1999; Clements, 1997; Moore. 1998; 

Nichols, 1995; Poe, 1995). 

Contemporary network marketing firrns generally use one of four plans: Unilevel, 

Matrix, Binary, or Breakaway. The Unilevel plan is the simplest, though its name 

is entirely misleading. Distributors may recruit as many people as they wish for 

their first level-there are no restrictions on how many positions the first level 

may contain. Thus, this plan has an unlimited width. However, there are 

restrictions on the depth, with most plans limiting the commissionable range to 

between three and nine levels. Each level has a certain commission attached to 

it. For example, 6% of the sales volume of distributors on each level might be 

offered in a plan that pays seven levels deep-the total possible commission 

would thus be 42%. Specifically, Sandra sponsored Mike, who sponsored Julie; 

therefore, Mike is on Sandra's first level, and Julie on her second. Sandra 

receives a commission of 6% of Mike's purchases, and of Julie's. Mike also gets 

6% of Julie's purchases. Variations on this basic model are almost infinite. One 

variation that has been gaining in popularity recently is a compressed version of 

the above plan. Here the first two levels might pay only 1%. while level 3 pays 

40%. Theoretically. this encourages people to place more distributors on their 

third level, incidentally helping people who were already on their first and second 

levels. 



The Matrix plan places limits on both depth and width. This plan sornetimes 

suffers from too-easy comparisons to pyramids because the matrix inevitably 

takes the shape of a pyramid (to be exact, a triangle). Width is generally 

restricted to between two and seven positions, and depth from 5 to 12 levels. 

Therefore, if Sandra were in a 2 by 12 matrix, and she positioned Mike on her 

first level, she would only be allowed to place one more distributor (Deena) on 

that level "besiden Mike. Any further recruits that she enrolled would necessarily 

be placed beneath Mike or Deena. Mike would be pleased to have this spillover 

in his downline, and this is one of the attractive features of the plan. Matrix 

plans again pay a certain percentage on the volume generated by each level, but 

in this case, once Sandra's downline has grown below her 12th level, she will not 

be paid any commission on the 13th or deeper levels. Another version of the 

Matrix plan was described in Chapter 6: the 5 by 7 matrix. This rendition could 

theoretically contain a maximum of 97,655 people; however, even heavy hitters 

rarely fiIl more than 20% of the available positions. An example of payouts on a 

5 by 7 matrix would be 10% on the first and second levels, 5% on the third and 

fourth, 2% on the fifth and sixth, and 1% on the largest seventh level-for a total 

potential commission of 35%. 

The Binary plan is new to the industry, and is growing in popularity because of 

its unique features. Some writers categorize the Binary as a type of Matrix, but 

othen object to this association; indeed, some industry experts object to the 

plan itself. The plan's name refers to the first level, which has only two 



positions; however, there are no depth restrictions and commissions are paid on 

an infinite number of levels. (Though the lower levels pay increasingly smaller 

amounts, in fact, tiny fractions of a cent; therefore, one author considers that 

these plans actually pay commissions on approximately 10 to 15 levels.) Levels 

are generally not important in this plan. and commissions are calculated on only 

the volume of sales achieved in the two legs. Binary plans usually calculate 

commissions and mail cheques to distributors weekly, a feature that many find 

attractive. Many plans encourage distributors to keep the two legs somewhat 

balanced. and therefore pay based on the volume in the smaller or weaker of the 

two legs. The excess volume in the stronger leg is either carried over to the next 

pay period, or "flushedn (forfeited). One perceived advantage of this plan is that 

because there are no levels, distributors can place new recruits in positions 

anywhere in their downline. No matter where recruits are placed, the sponsoring 

distributor's volume will increase when the new distributor begins purchasing and 

selling products. Consequently, distributors can reward or encourage people 

anywhere in their organization by placing sorneone in their downline for them- 

creating spillover without the need for complex strategizing that can be required 

in other plans. Several Binary plans have a maximum payout for any one 

person's organization. When that occurs. the successful distributor is allowed to 

re-enter her own downline, while maintaining the original position. This is a new 

twist in the network marketing industry, and proponents of this plan contend that 

this feature allows distributors to re-energize their organization-even if they re- 

enter far below their original spot. 



Finally, the most commonly used plan, and the one used by many older, 

established f i n s  such as Arnway, Shaklee, and Mary Kay, is the Breakaway. 

lnvented in 1941. as I described in Chapter 8. the Breakaway is not much 

changed from the original, allowing an unrestricted number of positions on the 

first level. This is also called the front line; note that unlike the Matrix, this plan 

is often charted in a more web-like pattern, using circles inside circles to 

represent positions-a feature that helps reduce cornparisons to pyramid 

schemes. There are some limits on allowable depth, but Breakaway plans can 

tap commissions on more levels than similar plans. Its main feature is what 

gives this plan its name. When distributors reach a certain sales volume in their 

organization, they break away from their upline sponsor and begin managing 

their downline group by thernselves. For example, Sandra sponsored Mike, who 

sponsored Julie. When Mike's downline has reached a certain volume of sales, 

he gains a new title (such as Direct Distributor), and breaks away from Sandra. 

He now manages his downline on his own, and Sandra loses the volume, and 

corresponding commission, that Mike's group generated. At first, this will result 

in a drop in income for Sandra, but, in its place, she receives a flat rate override 

commission on Mike's group indefinitely. Typically, she would receive 4% or 5% 

of Mike's volume for as long as his group remains active. An analogy can be 

found in franchising; Sandra is the franchiser. and Mike breaks away as a 

franchisee, profiting from his own work, but also giving a fee back to Sandra 

each month. Sandra loses the initial profit margin when Mike first breaks away, 

but if she works hard recruiting and building other Direct Distributors, she can 

eventually get the 5% commission on many breakaway groups. This plan has 



proven to be stable and workable over the long term, but it does require hard 

work, plenty of recruiting, the ability to train managers, and the willingness to 

delay gratification-significant incomes take more time to achieve. This plan 

also has a history of creating the largest incomes, though critics contend that 

many companies using the Breakaway plan have a very few extremely rich 

distributors, while the majority earns very little. 

These four types of plans are used by most network marketing firms in operation 

today. Clements (1997, p. 162) lists the percentage of companies using each 

type of plan: 

Breakaway 61% 
Unilevel 18% 
Binary 11% 
Mat rix 8% 

He also notes that 85% of companies older than 7 years use the Breakaway plan 

in spite of its dwindling popularity in recent years. 

There are other features that distinguish compensation plans; for example, often 

distributors must meet certain requirements before they qualify for commissions 

at a particular level. Minimum monthly purchase requirements are common, as 

are minimum group volume purchases-that is, a person's entire downline must 

have a certain amount of sales to allow him or her to receive a higher 

commission that month. As distributors sponsor more members, and seIl a 

greater volume of products, many plans award them a new title that corresponds 

to their new commission level. Some of these include: Direct Distributor, Ruby, 



Pearl, Emerald, Diamond, Crown-first used in Amway, and copied in many 

other companies. Other f ims attempt to appear more business-like by using 

terms such as Director, Director II, Senior Director, Executive Director, 

Corporate Director. (Clements (1997) suggests the title: Master Moon Rock 

Executive Director.) 

Commissions tao, are enhanced with other features (Harden, 1987). These may 

include performance bonuses for increased sales, perhaps in a limited time 

period; gifts, such as jewelry, for enrolling a certain number of new members; 

and monthly bonuses that must be used as car payments. For example, at the 

Emerald stage, one might receive $400 monthly as a car payment, and $800 at 

the Diamond level. A similar feature that has popular appeal is a bonus tied to a 

mortgage payment. Finally, when distributors are entitled to a theoretical 

commission, but fail to meet the qualification to receive %, the excess money that 

would have gone to them is known in the industry as "breakage." This can 

include basic commissions that are not paid because a distributor fails to 

purchase the minimum rnonthly quota of products, or if one of her or his 

distributors quits, resulting in a retraction of the "title" level that she or he had 

reached. Breakage enhances a company's profits, and is built into al1 

compensation plans; thus, even if a plan promises a 60% payout of 

commissions, because of breakage the Company may only actually pay out 35% 

of its revenues in commissions. Wise companies use breakage to offer 

incentive bonuses to distributors who reach certain targets, thus granting hard- 

working distributors an extra reward. 



Dav-to-Dav Act ivities 

Finally. before tuming to the comments made by the 40 interviewees, it is worth 

describing sorne of the activities distributors actually do in their day-to-day work 

(see Nichols, 1995; Pratt, 1994). The story of Julie has introduced several tasks 

that are traditional in the industry; the following section describes these in more 

detail. 

First, distributors purchase and use the products sold by the company. 

Members are encouraged to use the entire line of products, and to stop using 

competing brands of products-converting their homes to the company's 

offerings demonstrates loyalty and cornmitment to the firm. Second. participants 

seIl products to people they know, such as relatives, friends, neighbors, and co- 

workers. Door-to-door selling is extremely rare, and discouraged by most 

companies. Many companies also prohibit the selling of their products in retail 

stores, or at events such as country fairs. Even if a distributor owns a store, he 

or she is not allowed to stock company products, but must seIl them to 

individuals outside of that location. This prohibition levels the field among 

distributors in terms of their access to retail outlets, and also avoids direct 

cornpetition with product cornpetitors such as Proctor and Gamble. 

Third, distributors spend a great deal of their tirne attempting to enroll others into 

the business. This involves prospecting, or seeking potential recruits; arranging 

to meet them to provide more details; and then meeting to discuss the marketing 
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plan and other details of the company. Follow-up is also necessary: telephoning 

prospects to determine if they have any questions; showing them the plan a 

second or third time if they remain undecided; delivering product samples, or 

company brochures or videotapes; and possibly phoning them again in several 

months if they do not enroll immediately. Hosting meetings in one's home, to 

which downline members can also bring prospects, is another method of 

accomplishing enrollments. 

Fourth, administrative activities take time for distributors. These include keeping 

track of product purchases, income, and expenses. Network marketers are 

considered self-employed by Revenue Canada, and are thus responsible to 

declare both their income and expenses, and must therefore maintain detailed 

records. Other administrative tasks often include keeping a database of CU rrent, 

prospective, and former distributors, and creating or updating promotional and 

educational literature. 

Fifth, attending corporate-sponsored events, or distributor-operated meetings, 

can involve substantial amounts of time, especially if long travelling distances 

are involved. Some distributor organizations hold meetings weekly, often in 

suburban hotels, and strongly encourage mernbers to attend each week, 

bringing new prospects to observe a professionally hosted meeting. Similarly, 

industry authors and upline leaders often encourage distributors to read books 

and listen to audiotapes about personal growth and business-building 

techniques. 



Sixth, once enrolled, new members need guidance in their fledgling business, 

and this involves several ongoing activities. Distributors must be taught how to 

develop a list of prospects, how to invite people to look at the business, and how 

to sponsor. Many distributors use three-way telephone calls as an aid to inviting 

prospects, and the upline distributor might do several of these calls each day. 

New members are also taught about the products, including how to use and 

market them. Finally, the intricacies of the compensation plan. the Company, 

and the industry in general are things that distributors teach to new members. 

All of these tasks take time, and sometimes money, to accomplish well. 

In the past, being a distributor also involved several other tasks. Although a few 

companies still have the following components in their operations, most of these 

activities were pait of what Poe (1995) calls "Wave Two" of the industry's 

development. A Direct Distributor, who had a "direct" relationship with the 

corporate office because of his or her success, would receive weekly phone catls 

from downline distributors placing product orders. Directs would then tally the 

orders, and place a larger order with the warehouse. Products were then 

delivered to the Direct's home in case lots, requiring them to be broken down 

into individual orders. Generous Directs might deliver distributors' orders to their 

homes, but more often the distributors made the trip to their upline Direct's home 

to retrieve shipments. Additional steps were necessary when products were sold 

to retail customers. Distributors would phone customers. take their orders, tally 

them, and place the order. When the products arrived a week or two later, 



distributors retrieved them from the Direct's home, repackaged them for each 

customer, phoned the customer to arrange delivery, and finally delivered the 

products to the customers' homes. 

To facilitate this process, and to avoid delays when the warehouse did not have 

certain products in stock, Directs would frequently build an inventory in their 

basements or spare rooms-often with thousands of items on shelves from floor 

to ceiling. These old-style programmes even required Directs to ship products- 

across the country if necessary-to their non-local downline members; this 

applied even if another Direct or any other member of their organization lived in 

the same town as the recipient. Finally, commission cheques were treated 

similarly. A Direct might receive a cheque from the corporation for $1 0.000, but 

would have to deliver (in person) smaller cheques to each member of her front 

line. These front line distributors then repeated the procedure with their front 

line, and so on, until the member at the bottom received a cheque for only a few 

dollars. (This procedure also lent itself to abuse: some distributors would flash a 

large cheque to impress prospects, and fail to disclose that perhaps 90'' of that 

amount was destined to be delivered to downline members.) Not surprisingly, 

this antiquated style of operation has been happily discarded by mast of today's 

more technologically advanced companies. 

Distributors in modem-style firms simply give catalogues to customers or 

downline members, who place their orders directly with the corporate office 

using a toll-free phone number. Products are often shipped by courier within a 



few days-directly to the person who placed the order. Modem computer 

systems keep track of these orders, and autornatically calculate the commission 

due to the upline distributor from each sale. Commission cheques are mailed to 

each distributor directly, in the amount owing to them alone. According to Poe 

(1 995), this modemiration has been partly responsible for the industry's 

dramatic growth in the 1980s and 1990s. 

Finally, a few words about how distributors "prospect" for new mernbers are in 

order. The first stage is to use one's warm market of friends and relatives. 

Some writers daim that a good distributor can duplicate this process indefinitely, 

by enrolling people who have new warm markets, and helping these people 

enroll their friends and relatives, and so on, never running out of people who 

know people. Most distributors, however, soon contact as many people as they 

know, and must move to a cold market of strangers. Doing so costs significantly 

more, both in time and money, depending on the methods used (Granfield & 

Nicols, 1975). Distributors use one or more of the following techniques, among 

others, with varying results: 

Advertising in newspapers, on bulletin boards, or on e-mail systems. 

Creating direct mail campaigns, often using postcards, or audiotapes. 

Talking to people-one method is to ask everyone who cornes within 3 feet if 

they would be willing to hear about the business. Others mingle in shopping 

malls or at family restaurants, and start conversations with almost anyone. 

Operating a booth at trade shows or fairs. 



Purchasing mailing lists-names of people who have shown an interest in 

earning money. 

Offering "seminarsn on business opportunities. 

Enrolling in business. or other courses as a way to meet like-minded people. 

Asking acquaintances to provide referrals-names of people they think might . 

be interested in a business. 

Sharing the products with people who might benefit from them; later, inform 

thern about the attached business. 

Operating a web page describing the products or Company. 

These techniques are some of the popular choices for distributors seeking to 

recruit. The next section returns to the interviews with people who have used 

these and other techniques to achieve great success in the network marketing 

industry. 

Leaders' Keys to Success 

Two of the questions asked of the 40 interviewees related to success: (1) What 

would you consider to be the keys to your success? and (2) What is your 

success philosophy? In practice, however, the respondents often interchanged 

answers to these questions, and in many cases the answers were not clearly 

related to only one question. They are not trained philosophers, and therefore 
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answered the questions by reflecting on their own experiences, resulting in an 

emphasis on the "keys," at the expense of 'philosophies." Therefore, I combined 

the two questions into this single section. The first factor participants identified 

was "persistence." 

Persistence 

In Chapter 8, the concept of persistence was identified as one of the factors that 

helped interviewees overcome challenges in their network marketing businesses. 

Here again, persistence was mentioned-more frequently than any other 

factor-as a key to success. 

In the end, success is al1 about not giving up. It comes from 
persistent hard work. Everything else you can work on-you can 
always go get more education, you can always find a way to gel 
more money, you can always learn to do something else. But if you 
give up, it's done. It's all over if you give up. Success in anything 
is built around that principle-if you stick with something long 
enough, it will pay off. (Lisa) 

I guess the biggest key was that we were willing to allocate enough 
time to succeed, because it takes time. Most people allocate just 
enough time to fail. and then they quit and pursue something else. 
(Bo) 

It's a lot Iike building a skyscraper. We've al1 seen one' under 
construction and wondered when are they ever going to get that 
hole dug and foundation laid? It seems as if it's going to take them 
forever to do it, and then you drive by it later and it's jumped three 
stories. Once it's up, it's up, and a lot of stuff goes on inside that 
has nothing to do with the building of it. The same thing happens 
when you're building an organization-you do a lot of work at first 
that doesn't get recognized, and that's when you really need the 
perseverance and patience. (Jim) 



In tenns of a success philosophy, just be coachable and be very 
persistent. Don't give up no matter what. (Ushi) 

I've struggled and taken many risks, but the flip side is that I've also 
experienced success because I've always stuck it out. The main 
thing is that no matter what, I would strive on. So many people quit 
when success is just around the corner, but what they don? see is 
that they've been planting seeds, and they're not patient enough to 
see their plants grow. Be patient and hang in there until you c m  
reap the benefits. (Sam C.) 

The participants' comments suggest that the length of time committed to the 

venture is an important element in their success. Literature in the industry 

supports this idea, as recruits are encouraged to "hang in" during the initial, low 

income period, with a long-temi perspective of eventual success (e.g., Kalench, 

1990). As emphasized in Chapter 6, industry opponents claim that many people 

join network marketing organizations to eam a small amount of extra incorne. 

However, they argue, the way the business operates means that little reward is 

seen in the beginning, in spite of many hours of labour, and the promised 

rewards corne only much later-for too few members. The gardening metaphor 

invoked by Sam is particularly apt, for as I write these words the spring planting 

season has arrived and I am conscious of the long summer ahead, and the 

tremendous growth that must occur for my tiny vegetable seeds to produce full- 

grown tomatoes and zucchini. The many obstacles-such as low light, 

infrequent watering, and hungry squirrels-will necessitate persistence on the 

part of the plants to succeed. These interviewees might Say, if the seeds are not 

planted, or if the garden is neglected, then there will be no chance of an autumn 

hawest. 



Another frequently mentioned factor in interviewees' comments about their 

success was the importance of setting goals. 

I see a lot of people who get involved in networking who just want 
to make a lot of money. But you need to be very specific about 
your goals and know exactly what you want out of your business if 
you expect to succeed. For me, goal-setting was always very 
important. Many times my crystal clear conception of those goals is 
what kept me going. In the beginning, when I was still driving my 
Yugo, I really wanted a big van. So I got a little toy van and painted 
it to look just like the big one that I really wanted. I kept it on the 
dashboard of the car so that while I was driving and suffering 
through those 'Yugo years," I was visualizing myself driving the 
van. On the days when I wanted to quit, or when the car broke 
down, I'd get out the little van and hold it and Say, "One day I'm 
going to have this!" It was having the goal that pulled me ahead. 
And yes, I got that van. (Lisa) 

First is to realize that where you're headed is much more important 
than how fast you get there. I had to have goals, short-term and 
long-term. and I had to help other people learn how to create goals. 
Supposedly, close to 95 percent of the people in this country have 
no goals-no direction for where they're headed. They just get up 
every day and go to work and exist, trying to keep ahead of the 
bills. I had to realize that I could change, and that other people can 
change, and that I had to have a reason for being in this business, 
a purpose. I had to find other people with the same concepts, 
people that had a purpose bigger than themselves-not just making 
money or getting out of debt, but something bigger than that for 
them down the road. (Sam P.) 

I make it a point to set up activities during the day that keep me 
moving towards a goal, whether it is a goal for the week or for the 
month, or a longer t e m  goal. Every day is important. Everything 
we do each day counts. That has been very important to me-just 
keeping in mind that each day is an opportunity to take a giant step 
towards my goals. (Liz) 

Set reatistic goals-just work with short t e n  goals first-don't bring 
a person in telling them they'll make a hundred thousand dollars the 
first year. Make the goals reachable, then. as each one is reached, 



set new ones accordingly. Believe in your goals, and with this idea 
goes a practice: when you set your goals, write them down. I look 
at mine every single day. You can hold yourself to them more 
effectively if they are written down on paper; you are not as likely to 
alter or, perhaps conveniently, forget them if you have them right 
there in front of you. I can gauge my performance by what I've 
written down. This way you have something to focus on al1 the 
time. (John H.) 

The suggestion to create specific goals, and to spend time visualizing their 

attainment, is frequently made by industry proponents. To them, doing so allows 

one to make a daily effort to focus on building the business. Along with 

encouraging new members to write goals down, many industry insiden insist 

that people look frequently at their written statements-even suggesting that 

they keep a copy in their wallet, on the refrigerator, and in the bathroom (Roth, 

1997). The interviewees quoted above have evidently absorbed that message. 

and strive to pass it on to the new recruits in their organizations. Perhaps a new 

twist to the standard advice is the suggestion that people should identify a more 

important purpose for their involvement in network marketing. This may be 

merely "spin doctoringn in response to criticisms of rampant greed in the sector, 

but several leaders in the field make a concerted effort to advance the use of 

"higher purpose" statements as a way to encourage participants to think more 

deeply about their reasons for involvement-likely generating increased 

cornmitment as well. 



Commitment 

Commitment to the business was named by several interviewees as a crucial 

factor in their success. 

I'd also Say that our long-term commitment to this business was 
very important. We committed for one year at first, but when we 
reached the end of that year, we re-evaluated and decided to 
commit a full five years. We recognized that it takes time in any 
new business to really leam and understand how it works. (Kerry) 

First, commitment to the company-100 percent, without any 
deviation. If you chase two rabbits, you won? catch either one. 
(Geoff) 

The reference to chasing rabbits in this last quotation is used throughout the 

industry. Claimed to be an ancient proverb, it even adorns cards and plaques 

sold in a retail store chah that stocks articles promoting success (Jenkins, 

1998). While the saying points to the need to remain focused on one's targets, it 

also presents a subtle criticism of those in the industry who act as distributors for 

more than one network marketing company simultaneously. People who attempt 

to build two or more businesses at once are denounced as "MLM junkies," who 

contribute to the industry's bad reputation (Clements, 1997). Of course, this 

admonishment also serves to maintain distributor loyalty to a particular 

company, no doubt to the benefit of the Company's bottom line. 



Consistencv 

Several interviewees described the importance of being consistent in their 

business-building efforts. They indicated that many recruits work in fits and 

spurts, much to the detriment of their enterprise; therefore, these leaders were 

adamant in stating that a consistent (even if moderate) effort helped them on the 

road to eventual success. 

I was consistent with my efforts. I see a lot of people do a lot of 
recruiting for a couple of months, then slow way down and wait for 
the pay to catch up with them. Then they'll do some more recruiting 
and stop again-it's up and down like that. I just did a lot of 
recruiting, kept going and never looked back. (Lisa) 

If I had to list the key things that helped me succeed, I would Say 
first of all: The single daily action. Do one thing, no matter how big 
or how small, every day that will move you fonivard in your 
business. When I got off work at about 4:30 in the afternoon, I'd be 
home at my desk by 5:00 and I'd sit there and work the phone 
building the business nation-wide. I did that each day, five and six 
days a week, and in five months 1 walked away from my irrigation 
business with more than double the income. (Bob) 

The concept of the "single daily action" is well-known in the sector, and seems to 

be partly an effort to make the rigors of the business appear more manageable. 

Industry advocates admit that most distributon do very little each week to 

actually move their businesses forward (Schreiter, 1985). Accordingly, one thing 

done each and every day would be more effort than most make, and is not likely 

to seem overwhelming to a new recruit. 

Bob used the phrase "five and six days a week." which is used by many people 

in the industry and likely originated with Amway. Butterfield (1985) remarks that 
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groups of distributors leaving a large Amway event would sometimes chant this 

phrase in unison, exhorting themselves to go out and show the plan almost 

every evening. Diamonds talked of their own success, and declared that only 

through consistently showing the plan week after week had they become leaders 

in the Company. 

Desire 

Leaders in the network marketing industry often emphasize a variety of tasks 

and procedures necessary for success. However, several interviewees asserted 

that the key to success came from inside themselves. 

I have found that it's not so much the "how" that's the key, it is the 
"why." As long as you stay focused on the "whyn-why you signed 
up, why you want the freedom, why you want success-the how-to 
takes care of itself. If you keep focusing on your own "whyn and 
following the examples of your leaders, you are bound to pick up on 
the key actions that will grow your business. (Jordan) 

Get back in touch with your dreams. Only then do you get back in 
touch with who you really are, and that's what drives you. You've 
got to have a 'why' behind what you do. If you don't have a big 
enough why, you're not going to get out and do it. (Brad) 

Success in anything, whether it's Network Marketing or professional 
sports or whatever, depends on how much drive and desire you 
have to make it. To be successful, people don? really need to 
understand how you get to level one, two. or three, or how you get 
this or that bonus-al1 of that will happen whether they understand 
it or not, as long as they do their work. But to do the work, they 
must have a clear, deep-felt understanding of why it is they're 
building a business-and it's got to come from the heart. (Bob) 

For these participants. setting goals was the specific activity; identifying the 

reasons for having goals was the desire. Others cal! this developing a vision of 



aspirations, or articulating a dream. Regardless, for them it was buming desire 

that led to their success, and the particular methods were secondary. Some 

industry members insist that concentrating on one's desire will of itself lead to 

eventual success (Biggart, 1983). 

However, one industry superstar calls the idea that desire creates success one 

of the "three great lies of success" (Brooke, 1997, p. 14). He argues that most 

people have desires for wealth, health, and happiness, but almost no one 

achieves al1 three. His is a minority viewpoint in the industry, and other authors, 

as well as several of the respondents in my inquiry, believe that a heart-felt 

desire will help one on the path to success. 

Action 

Although it is certainly important to some network marketers to have strong 

desires and dreams, others stated that taking action was the most important step 

on the road to success. 

Talk is cheap. Action is golden. Anyone can talk a good talk, but 
true success lies in Our actions. (Elizabeth) 

My philosophy of success can be summed up in just two words: Do 
Something! Success will corne if you just remember to do 
something each and every day to better yourself, to better your 
loved ones, and to better your business. You don't have to send 
out a thousand mailers every day. You don't have to talk to a 
thousand people on the phone. If you just talk to one new person 
every day, and share with them the possibilities of this 
opportunity-share your own experience-it's going to happen for 
you, I guarantee it. (Haine) 



Simple, yet effective, said several participants about taking action. Doing 

anything was claimed to be better than nothing, and would eventually lead to 

success, however circuitous the road. Network marketing literature is filled with 

warnings about spending too much time filing, organizing databases, or 

analyzing one's next move (e.g., Nichols, 1995). Distributors often become 

bogged down in the planning and preparing, and are unable to start. Once 

again, these interviewees stated the importance of the single daily action, in this 

case not as a goal, but as an end in itself. This is suggested by successful 

network marketers, in part, to overcome recruits' fears about al1 the possible 

things that can go awry in their new venture. Finally, if a little action is good, 

then "massive actionn is better, as Brian suggested. 

Carinq 

Caring is not a concept often associated with the business world. Yet several 

participants identified it as a factor contributing to their accomplishrnents in 

network marketing. 

I think that if you keep your focus on the needs of the people in 
your business, and stay dedicated and committed to helping them 
succeed, then you will achieve whatever you can dream of. But you 
have to help them first. That's such a wonderful thing about 
networking-to succeed, you must genuinely care for people. 
That's where mal success cornes from. (Belva) 

For me, it's really caring about people, and remembering thai we're 
in a people identification business. We're just looking for people 
who are serious about changing their health and financial futures. 
You have to go out and spend time with people. It's not about 



throwing people up against the wall to see who sticks. After all, 
seeing the hope in other people's lives is what makes this business 
so rewarding. (Carol) 

In Chapter 3. several industry champions were cited for their shared belief that 

network marketing counters the traditional 'dog-eat-dog" environment of the 

business world. Liz reiterated that contrast, and argued that being a distributor 

forces one to live life the "right way," in "alignment." Critics have questioned the 

genuineness of the caring qualities espoused by industry members. These 

interviewees believe that not only is caring a characteristic found in network 

marketing, but that it has been instrumental in their prosperity. Carol's comment 

that seeing hope in others is rewarding in itself might stem from a feeling of 

solidarity with other people who share both that hope and the struggle to achieve 

something "better in life." 

Learninq 

In Chapter 8, several participants mentioned that through leaming, they 

overcame the challenges they faced in the initial stages of their business. Here, 

learning was named by several interviewees as a key to their success. 

I recommend that people never stop being open to learning 
something new. I don't care how big you get in Network Marketing, 
there will always be something else you need to know or new skills 
to master. Stay committed to the leaming process, and be a good 
student-it will make you a much better teacher. (Bob) 

You have to become a student again, because getting involved in 
this business is anywhere from a two to five year cornmitment on 
your part to go back and leam. With this business, we have to be 
trained to do this business correctiy. Once you learn that, and you 



can share that with other people who have a desire to change 
themselves, then you have a working partnership. It's back to 
school, and that doesn't mean just leaming about a few of the 
products or the compensation program, it's not just leaming about 
the industry. The bottom line is to leam about yourself, about 
where you want to go and what you want to accomplish in life. (Sam 
P.) 

Finally, remember that it's impossible to reach your goal without 
constant and enthusiastic education of both yourself and others: 
Reading books, listening to tapes, visiting seminars, workshops and 
presentations, anything that can give you knowledge. (Helen) 

Bob emphasized that openness to leaming was a key issue, as did Liz, who 

credited her success to a willingness to be afraid, and to admit that she needed 

to leam-a process that she found hurnbling. This may be more difficult for 

those who come to network marketing from successful careers in other fields. 

However, the rather daunting amount of time that Sam suggested is necessary- 

2 to 5 years-may be off-putting. His statement also contradicts the common 

phrase used in the industry: "This is a simple business, but it is not easy," 

meaning that it is simple to learn but not easy to be successful at. Sam's 

additional comment, about the need to learn about yourself, may help explain 

this contradiction, as personal growth work can be a complex and lengthy 

process. Finally, the comment from Helen indicates that for some interviewees, 

the Tools that are so strongly criticized by some industry observers played an 

important role in their success. 



Other Kevs to Success 

Additionally, participants described other factors that contributed to their 

achievements in the field, though less frequently than for the prior sections in 

this chapter. Briefly, they are as follows: 

Similar to the concept of faith, several people stated that belief in the products, 

the Company, the industiy. and in themselves was the means with which they 

had achieved success, as the following quotation shows: 

An unshakable belief in Network Marketing: that it can help you 
accomplish your goals. And an unshakable belief in yourself that 
you can do it. If one person can do it, any person can do it. I truly 
believe that. (Colli) 

Personal Growth 

The importance of self-improvement, or personal growth and development, was 

mentioned by several interviewees. Overcoming personal fears, "negativity," 

shyness, the inability to relate to people and make friends, and so forth were al1 

things that people felt were necessary to improve upon. Often, the way this was 

accomplished was by reading books and listening to tapes about personal 

growth, which are widely available. 

I also believe that your business will only grow as much as you 
personally grow yourself. Work harder on yourself than you do on 



your business. because it's often your personal limitations that hold 
you back. (Kerry) 

Positivity 

"Think like a winner," was how Sharon talked about maintaining a positive 

outlook. Gaining this state of mind was seen as a force that would inevitably 

spread to other members of one's downline. And a secondary benefit of 

becoming positive was spending mutually beneficial tirne associating with other 

"upliftingn people in one's organization. 

The number one thing for me has always been having a positive 
attitude. I remind myself every rnoming that it's going to be a great 
day, and I visually imagine a positive plan for the whole day. (Liz) 

Another key for me was giving up my television and Iistening to 
positive thinking and motivational training tapes instead. I've never 
missed a day when I didn't listen to a tape. (Linda) 

This ingredient of success is also known as being coachable, and some industry 

leaders assess new recruits for their willingness to be coached before agreeing 

to work with them. The following example hints at the fear many leaders hold of 

having a downline that is "al1 over the map." 

It al1 starts with being teachable. You are not going to go out, 
spend a million dollars buying a McDonalds franchise, then cal1 the 
Company and Say, "Hey, I found a better way to make the Big Mac." 
Do you really think they care? It's the same thing in Network 
Marketing. The reason it works for so many people is because you 
are working with a simple, duplicable formula. The relationship 
between being teachable and success in networking is one to one. 
It's absolutely imperative. This is a business of duplication. You 
are duplicating your actions. your attitude, and your belief. If you 
believe you can do it alone, that's exactly what you're going to 



duplicate in your organization-you're going to have a bunch of 
people who don't follow anyone else, who don't listen, who don't 
use any system. If you are teachable, then your organization will 
be teachable, and your business will grow beyond your wildest 
dreams. (Michael) 

Several interviewees credited their accomplishments in network marketing to 

simple hard work. As Dina said: "This isn't Lotto, this is a business." And 

several people mentioned the large number of hours they worked at their 

ventures, especially in the beginning; they claimed to work as many as 16 or 

even 20 hours per day. 

First is our work ethic. We don't put a deadline on anything we do, 
but we do whatever it takes to get it done. If we have to work 'til 2 
a.m., get up at 7:00 or drive a long distance, it doesn't matter. We 
know what we have to do in the short term to reach our long-term 
goals. (Jan) 

Finally, several people named a variety of factors that can be grouped into the 

category "integrity." These included concepts such as honour, respect, and 

honesty, which can be seen in the following quotation. 

Our success philosophy is what Jerry Clark calls the "rainbow rule": 
Do unto others as they want to be done unto. We always try to 
relate to people on the human level, to really listen to what they 
have to Say and put ourselves in their shoes as much as possible. 
(John E.) 



Themes 

The keys to success outlined in this chapter can be grouped into three broad 

themes. The first is "preparation for s~ccess.~ which encompasses participants' 

learning about network marketing, setting goals for themselves, and often 

comrnitting to a process of personal growth and development. The second 

thernatic area into which respondents' comments fall can be named "work ethic." 

This consists of executing a course of consistent action, and maintaining that 

course in spite of various obstacles. "Personal characteristicsn make up the third 

theme, which comprises several intemal qualities that interviewees described as 

important to their success. These qualities include a strong desire to succeed 

and a belief in the possibility of success. A positive attitude, combined with a 

caring demeanor and a sense of integrity are other personal characteristics 

contributing to the success of the respondents. These themes intertwine in 

participants; the way in which a person interacts with others is the foundation 

upon which preparation for and execution of hard work lead eventually to 

success. 



CHAPTER 10 

CONCLUSION 

In this chapter, I will revisit some of the criticisms that were made about network 

marketing in Chapters 5. 6, and 7. 1 will respond to some of those criticisms 

using comments by both the interviewees in my inquiry and by industry analysts. 

As one proponent of the sector comments, one should not forget "the 

importance of critical thought in the midst of al1 the positive thinking" (Outka, 

1 999b). 

Pawns in the Profit Machine 

One of the main criticisms made of the industry, outlined in Chapter 5, is that 

being a network marketer requires giving up one's freedom and ability to make 

independent choices. Critics see several problerns: the System and Tools, 

including the pressure to consult with upline jewels before making decisions; 



dress codes; forced purchases of Tools; and pressure to avoid "negative" books 

and television programmes. Some detractors maintain that the business 

becomes a 24 hour-a-day cult-like obsession, with every aspect of one's life run 

by it. Others cornplain of the restrictions placed on crosslining, and the fact that 

upline distributors profit immensely from the sale of Tools. 

Interviewees in my inquiry contradicted some of these allegations, first, by 

naming self-directed learning as a key element in their success. Rather than 

feeling forced to use unwanted Tools, many of these leaders credited Tools with 

saving or enhancing their fledgling businesses. Several participants mentioned 

their previous lack of knowledge about the industry and about how to proceed 

with their new enterprises. Through self-directed learning they were able to 

overcome this barrier. Some people directly credited their upline, thanking them 

for providing them with books or other materials that proved extremely helpful. 

Another way that interviewees addressed some of these issues was by reframing 

the notion of an oppressive, controlling upline jewel. Instead, several 

respondents used the term "mentoi' to describe an upline distributor who helped 

them get started in the business. They characterized the relationship as 

extremely beneficial, and generous, without the stigma of self-interest that critics 

argue is always present in these relationships. Those who did not receive help 

from their upline, regarded that as a burden on their endeavour. Of course, 

these participants are now in the position of being mentors themselves, and 

have large downlines which benefit from the knowledge that these leaders now 



share. They have an interest in having their downline members follow their 

examples and tutoring, and may be placing their own experience as beginners in 

a more favourable light than they would have at the time. Nonetheless, the 

frequency of their references to a positive mentoring relationship and the fond 

way some of them described that experience point to the meaning of the 

relationship for them. Indeed, now that they themselves are mentors, they are 

fully aware that the role can be artificial or phony, so their choice to describe 

their own mentors as true helpers is noteworthy. 

Industry advocates also repudiate the charges made about the System and 

Tools. Robinson (1 997) writes at length about this issue: 

I doubt any of these critics have questioned the yean of 
exorbitantly expensive education we require of our doctors, lawyers, 
airline pilots, engineers, or teachers. Why deny and demean the 
notion that building a successful network marketing business 
requires a certain degree of training as well? (p. 149) 

He continues. quoting Dexter Yager, who insists he and his wife continue to read 

self-development and other inspirational books: 

After all, we are in business. Why not be successful at it? A doctor 
has to keep up with scientific research. A lawyer has to know al1 
the new cases coming down. A minister goes on reading the Bible 
and theology until the day he [or she] dies. Why should 
compassionate capitalists do any less? (p. 150) 

Finally, Robinson asks how much education and training is too much. Where is 

the line, he wonders, between the legitimate needs of new recruits to learn about 

the business and remain motivated, and the excessive pressure to buy Tools? 

He argues that some standardization is important, because thousands of people 

pursue their venture part time, and need help. The Amway Motivational 



Organizations provide umbrella concepts and standard materials so newcomers 

can more effectively build their businesses. 

The condemnations of the Tools trade have not gone unnoticed in the industiy. 

Although powerful leaders in the Amway Motivational Organizations may be 

unwilling to change the System unless they are someday forced, distributors in 

other companies have been responding to the criticisms. One example of this is 

illustrated by Outka (1999a). who describes the emergence of a new 

Motivational Organization in the network marketing Company, Nikken (which is 

one of the few network marketing f i n s  to originate in Japan). Until recently, 

Nikken jewels controlled their own downlines in the traditional manner, described 

by one Diamond: "'Hey, you take care of your own and l'II take care of mine,' as 

if downlines were fiefdoms populated with serfsn (p. 44). But now several 

Diamonds have corne together and created "Team Diamond," which offers 

educational and motivational rallies and other Tools-al1 coordinated by the 

team. They do seIl Tools, but have lowered the price of videotapes to $3, and 

audiotapes to only $1. Speaking candidly of the team's role, one Diamond 

admits: 

If it is ever done with a profit motive, you're in trouble-period. You 
see top distributors making money by forcing tools on people, and 
it's a breach of trust. The minute profit cornes into it, then everyone 
is back to trying to get their share, and cornpetition starts. (p. 46) 

According to one distributor. after the leader of the newly formed Team Diamond 

announced that the team would becorne an officially non-profit organization, 

other Diarnonds (in competing legs) agreed to join the team, and when they later 

al1 walked on stage together, the moment was an emotional relief for audience 

240 



members. As an affirmation of the good-will the team has generated, Nikken's 

corporate office has designated the team responsible for training al1 distributors 

in North America. In addition, the independent status of the team will allow it to 

offer distributon group mediaal insurance, something the corporate office cannot 

do, for fear of tainting distributors' independent tax status (Outka, 1999a). The 

example offered by Team Diamond is representative of many recent 

improvements in the industry, and the legacy of problems associated with old- 

fashioned groups, such as some of the Amway Motivational Organizations, may 

someday be forgotten. 

Another response to critics of the Tools trade can be seen in the research of 

Croft and Woodruffe (1 996). According to figures f rom Amway Corporation, 

"less than 5% of Amway Japan's 1993 sales can be attributed to motivational 

tapes, annual renewal fees, starter kits, and other business accessoriesn (p. 

21 1). Although some companies have abused the Tools trade in the past, most 

of those were firms of questionable legality in any case, and newer operations 

appear to be responding to distributors' questions and criticisms about this 

issue. 

Finally, the charge of cultism that some critics have made against the network 

marketing field has been disputed by academic researchers (Biggart, 1989; 

Harris, 1992). 1 have previously mentioned the work of Biggart, whose 

appealingly titled book, Charismatic Capitalism, is an examination of the entire 

direct selling industry, including network marketing. Through surveys, 



inteiviews, and archival research, she draws a picture of the emotional, 

charismatic, and flamboyant nature of the industry. Biggart attempts to 

determine whether direct selling is a distinctive form of economic organization or 

simply a new bureaucratic variation. She argues that conventional companies 

rely on "economic rationality," but direct selling organizations instead use "value 

rationalityn and arouse an emotionally charged state in participants. In many 

ways, she states, the indifferent and lax control strategies of large bureaucratic 

firms are not nearly as effective as the social bonds and ideological methods 

found in network marketing companies. In fact, she remarks. for that very 

reason some traditional f i n s  are beginning to adopt the operating style of 

network marketing businesses. 

Harris (1 992) researched the extra-economic aspects of Amway by examining 

articles published by the company's charismatic founders (Devos and Van 

Andel) over a period of approximately 20 years. He also attended several 

Amway functions as a participant observer, and spoke with distributors. 

Although it is unsatisfactory to briefly summarize his thick description of over 600 

pages, Harris concludes that Amway is a 'cultural movernent mobilized by a 

thematic worldviewn (p. 6). He maintains that the founders and the leaders in 

the business present a consistent and coherent set of ideas espousing 

independence, success, opportunity, self-fulfillment, community, and 

nationalism-al1 traced to a fundamentalist impulse in North American culture. 

The themes are evident in a myth of origin that encompasses the two founders 



and the early days of the company's formation. The founders have become 

well-known figures in the United States, and are idolized by distributors. 

Thus' the existence of revered, charismatic leaders often found at the head of 

network marketing f ims points less to cultism than to some other unfilled needs, 

such as the contemporary lack of heroes in North American society. 

Furthenore, Biggart (1 989) notes that the emotional rallies that journalists often 

belittle are kept in place in some companies because distributors wan? them-in 

spite of management's desire to reduce the hoopla. Similarly, the president of 

one company indicated that she did not want to take on the role of charismatic 

leader, but distributors in her company "pushedn her into that position. Finally, 

industry supporter Conn (1985) argues that the atmosphere at rallies "is not so 

much 'intense' as it is 'celebratory.' These people are having fun; strange as it 

seems, they are simply enjoying themselves immensely while conducting a 

business meeting" (p. 76). He quotes a distributor who compares the rallies to 

sporting events: "It's like going to a football game. Everybody screams and 

hollers and jumps up and down, but it doesn't mean they're being manipulated 

by the cheerleaders. does it? They're just having a good time" (p. 77). 

These emotional attachments can also work in the other direction, as noted by 

Pratt and Barnett (1997)' who describe the recruitment process used by some 

Amway distributon: "recruiters seek to elicit strong positive (exciternent and 

desire) and strong negative emotions (dissatisfaction and fear), as well as 

feelings of safety, in prospectsn (p. 71). After thereby generating feelings of 



ambivalence in prospects, the recruiters then attempt to realign the situation to 

make Amway appear to be prospects' best option for achieving happiness. 

Emotions are used as a tool to enable recruits to rid themselves of old patterns 

of thinking, and to adopt new ones taught by their upline. Although this 

approach to recruiting can be seen as manipulative and exploitative, it cannot be 

considered a form of cult recruitment. Perhaps the most problematic aspect of 

Amway Motivational Organizations is the possibility that some jewels do not want 

people to remain members if they find the Organization's operating methods 

alienating. The jewels may want to avoid "poisoningn their remaining downlines, and 

perhaps prefer a smaller but more deeply loyal g r o u w n e  that will continue 

purchasing Tools. As Roth (1997) reasons, "Amway doesn't thrive through 

exponential growth, but through the fanatical consumption of a relatively small number 

of people who believe that everyone can be a 'winnetn (p. 57). Johnston (1 987) calls 

such a group a "captured market." In fact, he found in his study of Amway distributon 

that strong "moral involvement," in this case distributors' acceptance of the System, 

does not necessarily lead to success. Instead, he speculates that the System serves 

to "hoodwink" participants into rnaintaining their involvement in spite of low incomes. 

Furthemore, moral involvement may serve the needs of the powerful Amway 

Motivational Organization leaders by promoting distributors' cornpliance with the rules 

of the System, and by reducing attention to the power differential between the jewels 

and the lower-level members. 



Covetousness 

Another area of criticism is the materialism and greed that some observers see 

in the industry. They decry the covetousness they see as rampant, and note 

that networken' dreams can only be satisfied by money. In fact, they argue that 

success in the industry is defined only as great material wealth. 

In several ways. interviewees' comments can be seen as a response to these 

allegations. First, many of the participants indicated that they entered the 

industry not because they were seeking great wealth. but as a way to put food in 

children's mouths, or to get out of bankruptcy. Some were dissatisfied with 

corporate life and sought the freedom of self-employment. Several people were 

inspired by products before they ever considered the business side of the 

industry. Finally, some were specifically seeking more time freedom-not the 

income for its own sake. 

Interestingly, another element of the interviewed leaders' words stands out- 

their silence around notions of covetousness and affluence. In intewiews with 

40 participants, not once was the word "greed" used. And the words "wealth," 

and "richn were used only once each. This can be read as a sign of their lack of 

greediness; on the other hand, it can be interpreted as an issue that has, in 

many ways, disappeared for participants, because they have reached a point in 

their businesses at which money is no longer much of a concem. Perhaps as 



one becomes comfortably wealthy, the need to discuss wealth has less 

importance in one's life. Additionally, their silence might be indicative of a 

certain caution reached after hearing the constant refrain that the industry is rife 

with greed. These respondents may have learned to carefully couch their 

language in ways that avoids the association of greed with network marketing, 

thereby inhibiting further faultfinding. 

Nevertheless, other factors besides money are important to many people 

today-for example, time freedom (McHenry 8 Small, 1997). Industiy experts 

have noted the large number of people who undertake network marketing 

primarily as a way to free up more time in their lives (Biggart, 1989; Clernents, 

1997). In the same vein, an important question is asked by Green and DtAiuto 

(1 977): "Do we ever make economic decisions which reflect nonmaterial goals?" 

(p. 310). These researchers answered their question by examining the 

behaviour of Amway distributors. They found that, for many people, the profit 

motive was not as important as nonmateriai motives, especially once they had 

discovered the low probability of generating substantial income from their 

Amway enterprise. Both corporate literature, and active distributors emphasized 

factors such as "new experiences," "meeting others," "strengthening the family 

unit" and so forth. Thus, Green and D'Aiuto conclude, most distributors 

"participate for purposes widely at variance with the company's profit motivesn 

(p. 314). The writers also hypothesize that the Amway corporation is aware that 

there are other incentives besides money that keep distributors happy-and 

profits rolling in. 



Another pair of researchers (Connelly 8 Rhoton, 1988) also intewiewed Amway 

distributors as part of their study of women involved in Amway and Mary Kay. 

They found the value systems of the two f ims differed: Amway emphasized 

achievement and success as defined by money and wealth; Mary Kay 

emphasized the additional values of nurturance and support. When recruiting, 

Mary Kay distributors also stressed the concept of flex-time, highlighting that 

women with young children could schedule home parties in the evening, while 

women with school-aged children could hold parties in the daytirne, and be home 

when kids return from school. Additionally, Connelly and Rhoton found the 

nuiturance theme reflected in the language used to describe sponsorship. 

Downlines are referred to as 'offspring," and if a distributor lives far away from 

her sponsor, she can be 'adopted" by another distributor living nearer to her. In 

spite of receiving no monetary compensation, strong norms encourage the 

adopter to help the new recruit in the same way she would her own downline 

mem bers. 

The idea that network marketing is about things other than money is also 

supported by Biggart (1989). She puts forth three alternative ways in which 

distributors' needs are met by their activities in the industry. First, the combining 

of values and work, such as family, cornmunity, and sometimes religion, is 

rewarding to distributors-especially to those who corne from the corporate 

world, which forces the separation of these things. Second, being self-employed 

businesspeople confers tax breaks and status benefits: distributors "spoke of the 



pleasure of saying they were in business for themselves, of having business 

cards to hand out in social situations, and of the possibility of a Company car" (p. 

124). Third, the industry values the skills that many women are taught from 

birth-teaching, nurturing, sharing, connecting-abilities that bureaucratie firms 

do not typically reward. Even the public recognition of being given an award for 

achievement can be powerful for participants, and may inspire commitment and 

loyalty (Syedain, 1995). Taylor (1 978) asserts that many networkers admit that 

they have not received such recognition for their work since leaving high school. 

Finally, the condemnation of greed is addressed both by the interviewees in my 

study, and by several industry proponents. Respondents commented that one of 

the keys to their success was their caring attitude, and their willingness to help 

others. Several claimed that their desire to make a difference in people's lives 

was part of the reason for their own heightened accomplishments. (Mary Kay, 

states Biggart (1989), even offers a prize to the most selfless distributor.) In 

Chapter 5, 1 discussed several sceptical comments made in reaction to daims 

such as these, but as one industry supporter surmises, perhaps the genuineness 

of these comments takes time to be absorbed (Robinson, 1997). He writes: 

When I first started hearing the refrain that people were in Amway 
to help other people, I was frankly suspicious. I had worked for 
many years in the political and corporate worlds, and I was cynical 
about efforts to coat the pursuit of both power and profits in the 
clothing of charity. . . . It was only later that I came to realize that 
my suspicion was a product of my failure to comprehend the 
powerful formula behind the Amway business: the more people you 
help, the more you help yourself. You make money when they 
make money. You climb higher when they climb higher. Your 
ability to stand on your own and achieve financial independence is 
dependent on your commitment to helping others do the same. 
And so with total sincerity and proven results, a spirit of helping 



others infuses the thoughts. words, and deeds of Amway's most 
successful people. (p. 182) 

Pyramid Schemes? 

In Chapter 6. 1 discussed the views of detractors who claim that network 

marketing companies are actually disguised pyramid schemes. Critics challenge 

the mathematical realities of the industry, and claim that it remains only quasi- 

legal because of the addition of products. Saturation is named as a probtem, as 

is the poor quality and costliness of many of the products sold by networkets. 

Selling to friends is considered awkward and old fashioned, factors that 

detractors believe have led to the low rate of true retail selling in the industry. 

Thus, they note, few distributors follow the widely adopted 70% rule or the 10 

customer rule. 

Although the interviewees whose words I examined did not specifically address 

many of these criticisms, and, notably, the word "pyramid" was used only once, 

several participants referred to their initial negative reactions to the industry. 

The fear of getting involved in something underhanded or illicit was mentioned 

by several respondents. After overcorning their concerns, and deciding to recruit 

other members, they faced the same reactions from their prospects, a challenge 

that proved difficult to solve. In opposition to charges of being involved in a 

pyramid scheme, several interviewees emphasized the democratic nature of the 



industry, and their belief that one cannot buy a spot high in the hierarchy, but 

must earn it. 

The idea that one must eam one's succsss in network marketing is supporîed by 

Connelly and Rhoton (1 988). Stockstill (1 985) addresses the pyramid issue with 

the following comparison: 

Nearly every manufacturing firm uses a system of middlemen to 
distribute its products. Various wholesalers add value to the 
product by breaking bulk and facilitating distribution. A pyramid 
shape emerges, with the manufacturer at the apex, supported by an 
ever-widening group of wholesalers and retailers, based upon a 
foundation of consumers. (p. 55) 

According to one industry watcher (Clernents, 1997), because distributors recruit 

downline members at different rates, and in a piecemeal manner, a networker's 

organization is never really pyramid-shaped. 

Our organizations are in fact diamond shaped, where the levels with 
the most distributors are always somewhere in the middle. The 
typical corporate structure is a perfect pyramid. The church and 
family hierarchies are pyramid-shaped. And yes, the hierarchy of 
the state and federal government is shaped like a pyramid! . . . 
Multilevel marketing is actually the only form of business that does 
not form a pyramid. (p. 23) 

The pyramid question is more than just about the shape of the organization, 

however, it is also about the potential saturation of the market (for products or 

recruits) in any given area. lndustry advocates (Conn, 1985; Smith, 1984) 

remark that the FTC decision in 1979 cleared Amway of the pyramid charge 

partly because investigators found that even in crowded markets some 

distributors were always able to enroll more members. Besides, says Conn, 

most distributon do not attempt to recruit: therefore, the growth of the general 



population has always been greater than the growth of Amway. Green and 

D'Aiuto (1977) believe that if al1 distributors were actually seeking to make a 

substantial profit then the field would soon saturate; but they are not. Similarly, 

Smith contends people can sponsor people who live in other parts of the 

country, and in other countries, as well. Some drop out of the business, but 

rejoin later, keeping the pool of potential members large. Young people turn 

legal age every day, and others retire and look to supplement their income. 

These arguments, however, are challenged by Roth (1997). who notes that 

defenders who make the claim that the business will not saturate because many 

drop out and can be considered prospects later on are actually saying that 

saturation will not occur because of the high failure rate. 

Finally, Clements (1 997) questions the use of anti-lottery legislation used by 

some governments against network marketing companies. 

Why is it that many states conduct lotteries that take in tens of 
millions of dollars more than they pay out . . . which have a one-in- 
ten-million chance of winning, but these same states will 
investigate. file suit, and even shut down some MLM opportunities 
because they employ a "luck factor?" (p. 11) 

Criticisms about the high cost of products are acknowledged by Clements 

(1 997). As I discussed in Chapter 6, he considers that excess competition in the 

industry lad to inflated earnings and commission scales, and the result has been 

higher priced goods. He also decries the habit that some distributors have of 

condemning other firms than their own, then wondering why the industry as a 

whole is so maligned. Othen (Granfield & Nicols, 1975) have noted that sales in 

network marketing firms are more a function of the number of distributors than 



the quality or skill of those distributors. The solution to this competition for 

members, Clements says, is lowering the nurnber of new firms in the industry, 

thereby reducing the need to compete so intensely with each other-an activity 

which reduces the sire of each distributor's downline. This would indirectly help 

another problem that critics point to-the low number of distributors who actually 

retail products. Most networkers dislike this activity, a situation exacerbated by 

the high retail prices that they must offer to customers. But researchers Croft 

and Woodruffe (1996) do not see this low amount of retailing as a problem: 

How relevant is it to question the validity of a form of distribution 
based on the fact that only a small proportion of the product 
appears to be retailed outside the distribution network? Network 
Marketing products are generally sold through the families, friends, 
and colleagues of individual distributors. Where emotional or other 
bonds are strong . . . it is perhaps only natural that retail customers 
are sponsored into the business, enabling them to buy irnported 
products with a high perceived value at wholesale prices. It must 
be recognized that in Network Marketing schemes, the boundaries 
between distributor, retailer, and consumer are invariably blurred, 
and in any case unhelpful. (p. 21 1) 

When friends who could be considered retail customers enroll in the Company 

instead (often to purchase products at the lower, members' rate), the network's 

interna/ consumption rate increases at the expense of retailing. Many modem 

companies are structured in ways that promote intemal consumption, and, even 

though they continue to emphasize retailing, the plans themselves allow 

distributors to avoid this. For example, some companies require a minimum 

monthly purchase-usually $50 to $100 worth of products-to remain in good 

standing and receive commission cheques. They often encourage this by 

instituting an auto-ship plan, whereby customers are automatically shipped 

either a selection of products they chose beforehand, or the company's monthly 



variety package. Distributon thus never forget to place an order and rarely run 

short of products in their homes-they are more likely to have a surplus. Upline 

members and the corporation both benefit from this arrangement because more 

sales are generated, and those sales are much more predictable. 

Interna1 consumption can be interpreted as a defense against pyramid 

objections. An industry lawyer (Nehra, 1999), writes: 

I concede the first purchase by a distributor is most often made with 
the intent of "making rnoney" or "working the program." But if they 
make a second purchase, and have not sponsored anyone, they 
cannot be making the purchase to qualify for any portion of the 
multi-level aspects of the pay plan. since, by not sponsoring, they 
have chosen to not participate in the multi-level aspects of the 
program. . . . Yet another example would be a company with a pay 
plan where Say $45 of personal volume is al1 that is ever required to 
be classified as "active" and eligible to receive commissions on 
downline volume. If the average order size is $81, a strong 
presumption is raised that al1 purchases, or at least the amounts 
over $45, are purchases for intrinsic value. (p. 2) 

Moreover, network marketing companies do sel1 a great rnany products. Biggart 

(1989) points out that when the MC1 telephone company was seeking new 

customers, it partnered with Sears, American Express, and Amway. Amway 

distributors signed up 800,000 new customers, more than the other two 

companies combined. And in response to critics who suggest that many of the 

products are stockpiled, one research team (Connelly & Rhoton, 1988) remarks 

that the reason some distributors have ended up with a garage full of inventory 

is not because most companies do not have liberal return policies. Instead, the 

researchers point to the difficulty many departing distributors have in facing their 

sponsor and announcing their intentions to quit; to avoid confrontation, it is 

sornetimes easier to simply keep the extra products. While this is certainly a 
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problem with the system, it does not indicate the need to invoke anti-pyramid 

laws. 

Time and Money 

Another problem cited by critics is the industry's low profitability for most 

distributors. As seen in Chapter 6, nearly al1 distributors lose money, or earn 

very little. Not many are actively attempting to build their businesses, a 

circumstance that both contributes to and is a result of the low earnings. 

Detractors also declare that the immensely difficult nature of the task reduces 

the ranks of active distributors, who dislike the endless phoning and 

prospecting-with their corresponding high rejection rates. Critics claim that 

succeeding takes more time than alleged, and even those who do reach the 

upper echelons of the industry do not enjoy leisure time, but must continue 

working while fearing corporate bankruptcy at every turn. All of this results in a 

very high turnover rate in the network marketing industry, Say challengers. 

Interviewees in my study are not representative of the entire industry, but are 

some of the dite members who have reached the higher ranks. At the time of 

the interviews al1 participants were actively running their businesses and earning 

large salaries. They acknowledged the tremendous amount of hard work that 

was required to accomplish what they have. Several indicated that when they 



first began building their businesses, they often worked more than 16 hours per 

day, and many stated that persistence was the key to their success. One of the 

main challenges they faced was the rejection from people they tried to enroll. 

Some participants spent several years in the industry before they became 

successful, and others found success came more quickly. The ability to work at 

home and the other freedoms associated with their success were seen as extra- 

economic benefits by several people. A few respondents admitted that their own 

background in the industry contributed to the high turnover rate in the sector 

because they had jumped from company to company for some time. 

Another response to critics comes from a champion of the industry (Schreiter, 

1991). who writes: "Only a few distributors can receive bonus checks larger than 

their investment. Most distributors will receive smaller or no bonus checks at alln 

(p. 49). His point is that the product value must also be emphasized, but the 

larger point here is that the low odds of earning great incornes is not something 

that honest distributors attempt to hide. Other authon admit to the difficulties 

caused by rejection and criticisms that family members and friends sometimes 

use in their attempts to get the new distributor to quit (Andrecht, 1995; Kalench, 

1990). However, the low average eamings in the field are not necessarily a 

problem for one observer, who insists that many people do not enroll expecting 

to becorne industry tycoons: they simply wish to purchase products at the 

wholesale price (Smith, 1984). Similar to the argument by Croft and Woodruffe 

(1996) in the previous section, Smith contends that these people cannot be 

considered failures, even if their incomes are negligible or they show an annual 



loss. Additionally, the high turnover rates can partly be attributed to people who 

enroll each year to seIl only enough products to reach a short-term goal, such as 

purchasing seasonal gifts (Graham, 1996). If the required money is quickly 

attained and the distributor then quits, Kupferberg (1980) argues that these 

departures should not be counted as true turnover. Finatly, Poe (1995) asserts 

that networkers with low incomes gain something equally valuable: peace of 

mind, knowing that they now have a back-up source of income. 

Other supporters ask why it is that critics only seem to count extreme wealth as 

a sign of success in the industry. Clernents (1997) maintains that many 

distributors were only ever seeking a few hundred dollars par month in additional 

income, and never intended to work hard enough to become superstars. He 

concedes that rnany people do not treat their distributorship like a business. 'It's 

just this plaything they take out once in a while to try to get rich with. Then, of course, 

they toss it in the dump when it doesn't perfom" (p. 85). Clements is also critical of 

joumalists who mock the low incomes of distributors. He refers to an article by 

Graham (1996), who writes of a distributor working hard, attending meetings, and 

finally eaming only $1 8 net after his first year in the business. Clernents argues that in 

any other form of business, a net profit in one's first year would be cause for 

celebration, as conventional businesses nonnally do not become profitable for 2 or 3 

years, if ever. And he compares with several other professions the joumalist's 

statement that fewer than 2% of distributors eam a substantial income. He contends 

that fewer than 2% of those attempting a legal, political, or professional baseball 

career ever succeed in their effort. In fact, he argues, less than 2% of those who 



pursue any kind of business venture ever profit from it; therefore, network marketing 

looks rather good in cornparison. 

Another writer (Robinson, 1997) frames the issue somewhat differently: 

Critics who seek to evaluate Amway simply in terms of how many 
people strike it rich are missing the entire point of the business. 
Amway has and never will hold out the false promise of instant 
wealth. Rather, it offen something far more valuable: a lifetime of 
choices and possibilities. (p. 94) 

These arguments raise another question: What percentage of people who apply 

themselves and work hard to build their businesses end up succeeding? In 

other words, the people who join simply to lower their purchasing costs, or who 

are merely hoping that an upline distributor will place someone in their downline 

for them, should perhaps be removed from calculations of how many earn 

money in network marketing. Although there are no figures available to answer 

this question, it would be an interesting point for a researcher to examine in the 

future. 

Figures do exist that provide an overall picture of the amount of commissions 

paid to distributors. For example, in 1982, on sales of about $1 billion, Amway 

paid bonuses of approximately $250 million, or approxirnately 25% (Smith, 

1984). In 1993, the figure for Amway Japan was 26% (Croft & Woodruffe, 

1996). According to Amick (1998), the following figures show the percentage of 

commissions (of net revenues) paid for four publicly traded companies in 1997. 



Herbalife 

Reliv 

Usana 

Market America 

.... ..- ..+ -,. - - ..' - _  .. - -  .... .. ..... . 

$780 million $234 million 

46 million 

85 million 

66 million 

1 17 million 

40 million 

30 million 

While it appears that some companies pay more commissions to their 

distributors (Kent claims that binary plans pay more), the main point here is that 

millions of dollars in bonuses are being paid to distributors somewhere. 

In fact, some companies pay so much to distributors in commissions that they 

become bankrupt; of course. there are many other reasons such an event might 

occur. On this point, Clements (1997) cornplains that the frequently made 

assertion that 95% of network marketing companies fail within their first 2 years 

is not backed up by any evidence. For example, Gabbay (1995) States in his 

otherwise thoroughly researched thesis, without citing a source, that 85% of new 

firms fail in their first year, and only 3% outlive their third. Clements insists that 

this figure should be about 80%, a bankruptcy rate that he indicates is consistent 

with conventional businesses. He also decries the lack of parallel to situations in 

which a conventional Company closes. Ex-employees view themselves as 

unlucky. or perhaps victims of the economy (see Leff 8 Haft, 1983), but ex- 

distributors consider themselves "ripped off" by the network marketing Company 

or the industry as a whole. Clements also asks: 



Why is it that if a large conventional business, employing thousands 
of people. goes bankrupt or is on the verge of closing, its 
employees, and many times the company itself. are pitied, and 
people root for the company to survive? But if an MLM company, 
employing just as many honest, hard-working people shuts down, 
it's a scam? Every tirne. (p. 10) 

Several critics complain that distributors must spend inordinate amounts of time 

working if they hope to succeed in their enterprises. This issue was partly 

addressed by Johnston (1987) in his study of Amway. He found the strongest 

predictor of success was the number of months distributors maintained 

involvement; however, his study design did not allow him to determine how much 

of that resuît was produced by unsuccessful distributors quitting. The next most 

important correlation of success was the number of hours that members spent 

each week selling products and rnotivating their downline. Johnston also found 

that the amount of time spent showing the plan was not related to success of 

distributors. He notes that this contradicts the message of those jewels who 

encourage members to show the plan five or six evenings per week. Finally, his 

findings support those critics who argue that successful leaders in the industry 

do not enjoy the leisurely lifestyles so dramatically portrayed in literature and 

videos. Johnston found that jewels spend more time than others promoting their 

businesses (see also Pratt, 1994). 

Attendance at meetings also takes a great deal of time, though Lane (1980) 

found in her survey of Amway distributors that men who had high self-esteem 

attended fewer meetings and tended to work fewer hours per week on their 

business. Perhaps future research might address in more detail the connection 

between self-esteem and compliance with the System. Finally, Poe (1995) cites 
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a distributor who indicated that with a very large organization, retirement from 

working is not even desirable. People at that level of success, the distributor 

claimed. are addicted to changing people's lives and helping them achieve the 

freedom that they enjoy themselves. Another distributor cited by Poe put more 

emphasis on flexibility: "Network marketing doesn't necessarily give you more . 

time, but it gives you time flexibility. If you miss a meeting, you're not going to 

lose your job, or lose your check for that month" (p. 214). 

lndustry opponents also argue that the realities of network marketing leave many 

ex-distributors bitter and angry. This may be an exaggeration, Say industry 

advocates such as Conn (1 985). He notes several factors that lead to quitting, 

including low entry costs and the open-door policy, both enabling an "easy corne, 

easy go" attitude. He also maintains that, in Amway, nearly 20% of new 

distributors were actually distributors in the business before, who, for various 

reasons, have decided to try again. Finally. Conn argues that most people who 

leave the business do so amicably and do not harbour anger toward the 

Company or their experience. He cites a survey of non-renewing distributors 

"conducted by an independent firm though commissioned by Amway." Most 

respondents offered personal reasons for quitting but were not bitter toward 

Amway. Of the 250 survey participants, none had more than $1 O0 worth of 

products remaining, and most had less than $20 worth. When asked if they 

wanted to return the products for a refund, Conn says, 249 declined. Conn 

concludes: T h e  notion that a former Amway distributor is an angry man or 

woman with a basement full of unsold and unusable products is clearly a 



fictitious one" (p. 83). One team of academic researchers backs up this 

assertion, based on their interviews of women currently or forrnerly involved in 

Amway and Mary Kay. Connelly and Rhoton (1988) found that most of their 

interviewees eamed very little or lost money in their endeavours, but remained 

more positive about their experiences than the researchers had expected they 

would. The women continued to use and sometimes seIl the products, and 

indicated that the personal growth they experienced in the business resulted in 

them feeling better about their relationships and their lives. The few (Amway) 

women who had some bitterness still found more positive than negative 

staternents to make about their experience. 

Networks of Friends 

The last major group of criticisms made by those who object to the network 

marketing industry is about relationships. Critics believe that the industry 

promotes conservative ideas regarding roles for women and heterosexual 

couples. Furthermore, detractors daim that the commercialization of friendships 

leads to exploitation, objectification, and the eventual loss of many of one's 

former friends, who are replaced by new ones propagating a more agreeable 

business message. Relations between people are dismissed as fake, with the 

distributor always looking for a new recruit. Some critics argue that distributors 

soon discover they have been conned, and that the only way to extricate 



themselves is to con others. Revenge fantasies dominate the charred emotions 

of distributors, according to critics, and even the friendships within the 

organizations lack genuineness. 

Not unexpectedly, the interviews with leaders that I examined in my inquiry 

generally do not support these criticisms. Instead, several spoke of the 

meaningful friendships they had made in their businesses, and the caring 

manner in which they felt treated by their upline mentors, as discussed earlier in 

this chapter. Some respondents described their approach to the business as 

one filled with integrity and honesty, and a few indicated they hope to lead by 

example; being a "servant leader" is how one participant described this. They 

did not specifically address most of the issues that critics raise, but a few 

interviewees noted their desire to make a difference in other people's lives, and 

they felt that network marketing was something good they could offer to friends 

and acquaintances. 

Several researchers and industry insiders comment on issues of relationships in 

the sector. The charge of sexism is undoubtedly accurate for many people in 

the industry, and clearly soma of the Amway Motivational Organization members 

would like to see a return to women's roles of the 1950s, or worse. However, 

the industry as a whole, advocates contend, is not as problematic. Piess (1 998) 

suggests that a form of economic feminism exists in certain parts of the industry: 

With her signature pink Cadillac, Mary Kay Ash has certainly been 
an easy target for feminist critics. But even as she affirms wornen's 
"natural femininity" in the firm's organization and in product 
promotion, Mary Kay has explicitly linked this affirmation to 



advancing women's econornic mobility and independence, 
especially for working mothers and displaced homemakers. In 
terrns of job creation, managerial opportunities, and income eaming 
for women, Mary Kay likely surpasses the record of many large 
corporations owned and managed by men, whose 'glass ceilingsn 
and "rnommy tracks" have limited women's advancement. (p. 31) 

Morris (1997) points to a race for a new chief executive officer of Avon, in which 

the four leading candidates were al1 wornen. In spite of Avon being a boy's club 

for perhaps a century, it has made rapid progress in recent years: half of its 

eight top managers are now women, including the President, chief operating 

officer, and chief financial officer. Biggart (1989) calls organizations of this kind 

"prefeminist," because their liberal politics do not challenge the status quo to a 

great degree. 

Another observer responds to critics who suggest that the party plan is an 

exploitation of women's social networks. Harris (1992) asserts that, especially in 

the early years of the party plan, it represented a genuine opportunity for women 

to advance economically. And he reasons that in a society that often measures 

worth in terms of money, it is an unfortunate double standard when critics 

condemn women for seeking profits through networking. In 1975, Wedemeyer 

offered this observation: "The Tupperware Company has taken 50,000 women, 

traditionally considered unemployable, and astutely turned them into a highly 

motivated, seemingly unstoppable sales force" (p. 74). Moreover, as Prus and 

Frisby (1 990) argue, criticisms of home parties as exploitive of relationships and 

awkward abuses of friendships once again underestirnate women. Women 

attending parties: 



are not as hetpless or acquiescent as is often assumed. . . . 
Possessing capacities for self-reflectivity, the potential participants 
in the home party setting not only are able to question the 
intentions of those encouraging their participation, but are also in a 
position to resist and othemise challenge the lines of action being 
proposed to them. (p. 156) 

Another major criticism of network marketing is the exploitation of friendships, 

and the loss of otd friends when dedicated distributors choose to avoid 

"negativen influences. lndustry advocates, on the other hand, argue that many 

distributors stay involved, in spite of little or no income from their undertaking, 

precisely because of the friendships they develop. Biggart (1 989) demonstrates 

that distributors become friends with other members of their groups, often 

referring to them as "family." Other distributors prefer to avoid that much 

involvement with their downtine, and choose to use a more professional style of 

management for their organizations (Grayson. 1996). Another writing team 

(Connelly 8 Rhoton, 1988) hypothesizes that the product may be merely the 

vehicle for the social interaction that many distributors come to highly value. 

Several writers speculate that the reasons for these strong social attractions may 

be the alienation and loneliness felt by many people in North America today 

(e.g., Poe, 1995). Green and D'Aiuto (1977) suggest that people have a need to 

belong, and that network marketing companies may provide belongingness to 

hundreds of thousands of members. The researchers note that many Amway 

distributors discontinue attempting to recruit or seIl products but continue 

attending meetings and interacting with other distributors; and happily for the 

corporation, they also continue to order products for their own consumption. A 

leading distributor quoted by Harris (1992) suggested that some members 
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maintain their contact through attending rallies, which offer several benefits. To 

some distributors, attendance becomes 'like a religion. To some people it is a 

social life. To some people it is therapy. To some people it's a party" (p. 422). 

Similarly, some distributors remain active because they benefit from the personal 

growth experience (Connelly & Rhoton, 1988). One expert suggests that 

distributors are both pushed to engage in personal growth and development 

work, and drawn to it thernselves, and it can act as compensation in lieu of 

money (J. Fogg, personal communication, July 7, 1998). Popular writer Stephen 

Covey (1999) calls network marketers 'growth junkies," and suggests they have 

a sense of "what life's about" (p. 38). Finally, according to Green and D'Aiuto 

(1 977)' even Amway corporate literature promoted this feature of the business 

with the statement that one benefit of membership was "the thrill of watching any 

inhibited people blossom into poised self-assured individuals" (p. 31 1). 

Johnston (1987) asked distributors to rank a list of reasons for maintaining their 

participation in Amway. Respondents rated financial reasons highly, but also 

chose several non-material options fairly frequently: "to help others"; "to 

associate with friendly people"; "to get closer to God and promote religious 

values"; and "to improve America by promoting free enterprisen (p. 114). 

Johnston also cites a master's degree thesis by Lester, in which she suggests 

that Amway distributors may accept the System because it helps people order 

their experiences and brings a sense of meaning to their lives. She submits that 

the combination of economic, political, and religious reasons for people's 



involvement helps solidify their commitment and motivates them more than 

would monetary reasons alone (Lester, L.. 1974, University of North Carolina, as 

cited in Johnston, 1987; for a further discussion of commitment, in the context of 

network marketing, see Hassay, 1999). 

Finally, in his doctoral research, Gabbay (1 995; see also Brown, 1987) examined 

network forms that gave an advantage to successful participants in one 

(unnarned) network marketing Company that sells water and air filten. He found 

that people who have strong 'structural portsn-efficient networks based on 

strong ties that lead to distinct social realms-have an advantage. If people 

have either weak networks, or networks that lead to the same groups of people 

(redundant ports), they can overcome that disadvantage by disinvesting in their 

current network and building new ones. In other words, if al1 of a distributor's 

friends are in the Human Resources Department and like to play squash and go 

camping on weekends, then he or she is at a disadvantage because the network 

does not reach into other social realms-bikers, gardeners, boaters, chess 

players, and so forth. His most relevant point here is that network marketing 

forms "are intertwined in our daily life and in our pursuit of our goals. Marketing 

via social networks is inherent in any social movement which is based on the 

voluntary recruitment of more members. The more members, the more 

successful it is" (p. 244). He cites several examples of people who use social 

networking, including religious leaders, and professors who recruit students to 

continue their research and spread their ideas, and he asserts that network 

marketing elements are present in the diffusion of any new ideas or innovations. 



Another example cornes from the notorious Crips and Bloods gangs of Los 

Angeles, California, whose truce was partly based on a desire to develop 

business enterprises together, including network marketing of car washing 

products (Emshwiller, 1992). A final example is annual charity balls, which, 

according to Frenzen and Davis (1990), are like large scale party plan events, to 

which board members or other fund-raisers invite their network of influential 

community members. Indeed, the rapid growth of network marketing in the past 

20 years is an indication of how well the form itself meshes with other elements 

of modem society, and of its adaptability. 

In the next, and final, section I will discuss what might be in store for network 

marketing in the future. 

The Future Of Network Marketing 

Blood was running in the streets. Angry mobs toppled cars, 
smashed windows, seized hostages, and stormed government 
offices. Violence raged through several cities across China. When 
it ended, ten people lay dead and more than a hundred injured. 
Was this a scene from the Boxer Rebellion? Chairman Mao's 
Cultural Revolution? The massacre at Tiananmen Square? No. It 
was the Chinese people's reaction, just last April, to a government 
ban on network marketing and al1 other forms of direct selling. 
(Poe, 1999, p. 84) 

What does the future hold for network marketing? The indusiry now reaches 

every continent, and approximately 125 countries (Goldsborough, 1997). It also 



changes quickly; for example, in 1989, Biggart predicted that prospects for 

growth in Europe were bleak because of its more staid population and a history 

of social democratic ideals that did not encourage free-wheeling enterprise. 

Today, according to Goldsborough, Europe has 4 of the top 10 markets in the 

world, and several firms are growing rapidly in Russia (see also Stanley, 1996). 

Brazil has over 1 million distributors, and is now the world's third largest market, 

with $3 billion in annual sales. In fact, countries with lower consumer wealth 

may be more fertile ground for network marketing than wealthier countries have 

been (Peterson & Wotruba, 1996). And the Chinese ban on network marketing 

(Smith & Johnson, 1998; Tung, 1997) has been amended, partly in response to 

lobbying by the United States govemment. along with Amway and Avon officiais, 

whose companies had already established warehouse facilities there to support 

burgeoning distributor bases. International growth has not always been easy for 

these firms, but those that have succeeded have adapted their compensation 

plans and product lines to better fit local conditions and norms (Xardel, 1993). 

One exarnple of an unforeseen problern: Amway offered a generous guarantee 

policy in China, allowing distributors to return ernpty bottles for a full refund. 

Suddenly, in July, thousands in Shanghai did. Many had merely 
poured their detergents into other bottles. Amway paid out 
$100,000 a day for two weeks before changing its policy to only a 
partial refund for used products. The fiasco pushed China sales 
that quarter down by 13%. (Forney & Fang, 1998, p. 72) 

As the list of network marketing countries grows, so does the list of products 

offered, and the number of fims ernploying network marketing as part of their 

businesses. Companies that have established network marketing divisions 

include Gillette, Colgate-Palmolive, Sprint, MCI, and Rexall. And some old 



familiar names in (single-level) direct selling have now implemented multi-level 

plans as well: Avon, Fuller Brush, and Watkins (Clements, 1997; Poe, 1995). 

This trend may provide a boost to the industry's image, because, as mainstream 

companies take an "if you can't beat them, join themn approach to the sector, 

consumers are likely to find the concept more palatable as well. Product lines 

have evolved, too, and now include not only the familiar home care, personal 

care. and nutritional items, but new categories such as telephone services, 

lntemet providers, travel agencies, groceries (Smith, 1997), mutual funds, life 

insurance, electricity and other utilities, children's educational toys and software, 

and legal insurance. These new product categories have also had an impact on 

the gender division in the industry. Excel, network marketer of telephone 

services and now the fifth-largest long-distance service provider in the United 

States, surveyed its several hundred thousand distributors revealing that 60% 

were men-a dramatic shift from the traditional male enrollment of 20% of the 

industry (Greco, 1996). This increased involvement of men may continue in the 

future. As door-to-door selling dies out, because of security concerns and the 

lack of people at home in the daytime (Clouse 8 Anderson, 1996), increased use 

of technologies such as the Internet and satellite conferencing will draw people 

to the industry who would never have considered it in the past. 

The industry also faces several challenges. One of these is its own good 

fortune: increased competition in the sector and a proliferation of new firms has 

put downward pressure on the whole industry (Conn. 1985). Clements's (1997) 

suggestion to reduce the number of new firms to avoid the constant "stealing" of 



distributors was met with flack from other members of this strongly "free 

enterprise" loving industry. Nevertheless, the hundreds of new fimis that begin 

operating each year also pressure established companies to improve their 

structures and their relationships with their own distributors. If they fail to do so, 

their distributors may choose to accept one of the frequent "job offers" they 

receive from competing companies. 

Another challenge to the industry is the economy. Network marketing thrives in 

a depressed economy (Bonoma, 1991; Juth-Gavasso, 1985). and the recent 

boom in the United States may mean a downturn for the industry. On the other 

hand, economic woes in Asia have affected network marketing firms there 

because prospective distributors have M e  savings to invest and may wish to 

wait out the crisis. For example, Amway suffered an 18% revenue drop in Asia 

for the 1997-98 fiscal year (Hoagland, 1999). lmproved working conditions in 

conventional firms also pose a threat. As Biggart (1989) notes, unhealthy 

modern work settings, and especially those working conditions faced by women, 

support the growth of network marketing. Any improvements in those areas thus 

may reduce the nurnber of people looking to escape to self-employment in a 

home-based business. 

Pyramid schemes, of course, continue to besmirch the industry by association 

(Freed 8 Duncanson, 1996). One participant in the Women Helping Women 

pyramid described in Chapter 2 recently appeared in a court of law in Toronto, 

Ontario (CBC, 1999, April 22). She pleaded guilty, and received a conditional 



discharge from the judge. She is now required to give rnoney to a charity, and 

perfonn 100 hours of community service, and she will rernain on probation for 2 

yean. This is a stronger sentence than some people have received in the past, 

but is still not likely to have much impact on pyramid schemes over a long time 

period. These schemes attract people looking for easy money, and will 

undoubtedly persist as an undesirable link to the legitimate network marketing 

indust ry. 

The biggest threat facing the industry in the future is the series of laws and 

regulations governing the field. Although in some jurisdictions such as Canada 

and the United Kingdom legislation has been updated and is clear and effective 

(Smyth, 1998; see also a master's degree thesis by Hughson, A., 1994, 

University of Salford, as cited in Croft & Woodruffe, 1996), a recent decision in 

the United States is troubling industry legal analysts (Moore, 1998; Simmans, 

1997; Smith. 1999). In 1994, two former distributors brought suit against 

Omnitrition, a health and skin-care Company, alleging that it was a pyramid 

scheme. The first court dismissed the case, but, upon appeal, the Ninth Circuit 

court not only ruled that the case should go to trial, but also made several 

pronouncements on the case that have far-reaching ramifications. The 70 

Percent Rule has been an important safeguard and accepted practice since the 

1979 FTC ruling that Amway was not a pyramid. The rule indicates that 

distributors cannot order more products until they certify to having sold at least 

70% of their previous order to retail customers. Personal consumption is 

allowed as a retail "sale," meaning that purchase for one's own personal use is 



acceptable, as are sales to one's downline. The Ninth Circuit court, however, 

insisted that personal consumption and downline sales do not count and 

therefore 70% of sales must be to people who are not enrolled as distributors in 

the compensation plan, but who merely purchase products. 

The trial to determine this matter is still pending (Barkacs, 1997), but if the Ninth 

Circuit court's interpretation of the 70 Percent Rule stands, the industry will be 

decimated. Many network marketing companies today rely almost solely on the 

personal consumption of distributors, and in fact many require a minimum 

monthly purchase for distributors to maintain their good standing. Most 

distributors welcome this arrangement, because the minimum purchase amount 

is generally small enough that they can consume the products in one month, and 

not be forced to seIl them to neighbors or friends. A critique of rulings such as 

that of the Ninth Circuit court is put forth by Clements (1997): 

If your company allows you to only purchase a srnall, harrnless 
amount of product for your personal consumption, your company is 
doing something wrong. If, however, your company requires you to 
purchase 2.3 times the amount you can use yourself (30% for you, 
70% to sell), at 2.3 times the cost, that's okay. . . . How many times 
have distributors been hurt by buying more products than they can 
use or sell? Answer: Tens of thousands. Next question: How many 
have been hurt by buying only what they can comfortably consume 
themselves? Answer: None. (p. 24) 

These legal challenges may prove to be merely stumbling blocks for the industry 

on the road to acceptance in the future. Other innovations in the marketplace 

have led to similar problems, for example franchising, which is similar in some 

ways to network marketing (Granfield & Nicols, 1975; Nichols, 1995). Although 

franchising reaches back to the late 1800s, it was only when it began to be 



adopted by the fast food industry that it received much attention. Then, 

according to Poe (1 995): 

The media attacked like hungry barracuda. Exposés featured 
destitute families who'd lost their life savings through franchising 
schemes. Attorneys general in state after state condemned the 
new marketing method. Some Congressmen actually tried to 
outlaw franchising entirely. (p. 19) 

The franchising industry fought for its survival, and won. Today, there are 

almost 3,000 franchise chains in the United States, with 600,000 units 

generating almost $1 trillion in annual sales-approximately 41 % of al1 retail 

sales (Pepin, 1998). Network marketing may someday take a substantial 

percentage of those sales away from franchises, but to do so it must first survive 

its own challenges and gain wider acceptance. 

In Chapter 1, I suggested that network marketing may someday become just as 

accepted as franchising is today. I also stated that although there are many 

ethical network marketing companies, there are also many that lack integrity or 

that are structured illegally. I said that I would consider returning to the role of 

distributor only after careful research and personal enjoyment of the company's 

products. 

My position on network marketing has not changed as a result of conducting this 

inquiry. I still believe that the underlying concept is a good one, and that in spite 

of the many trouble spots in the industry, it is on its way to becoming a legitirnate 

part of the business community. Ground floor businesses still make me hesitant, 

for they most often fait to build the rernaining floors. Nonetheless, the problems 



I discussed are not insurrnountable, and with a strong emphasis on integrity and 

ethics many firms could easily avoid most of the charges made by critics. 

The interviewees in my inquiry provide an example of how problems in the sector 

can be overcome. In some ways, their stories serve as a model for involvement 

in the industry, including al1 of the accompanying complications. Although very 

few people who become distributors ever reach the level of success achieved by 

these respondents, the fact that some people do-and that they were not always 

super-salespeople prior to their involvement-is evidence that the possibility is 

genuine. These leaders sought something more in their lives, and in spite of a 

lack of preparedness, they were able to overcome the many roadblocks on their 

difficult journeys. Although the industry continues to suffer from a lack of 

educational materials and guidance, these participants were able to use self- 

directed learning to their advantage. Their responses to adversity were not 

particularly unusual or surprising, though perhaps what sets them apart from so 

many others is their persistence in spite of frequent rejection. In fact, from my 

own perspective, I have learned that although the industry is more complex than 

I first assumed, the factors that helped these interviewees succeed would not 

have been difficult to predict-or to emulate. 

Of course, my responses to the learning that I have done through the conducting 

of this inquiry are multi-faceted and narrowly personal. But what about you, the 

reader? If you are reading this report with the intent that it may help you decide 

whether to join a network marketing firm or not . . . will you now join? The 



answer to that question is as personal, contingent, and complicated as can be. 

As 1 noted in Chapter 1, it is not my role to seIl the concept of network marketing 

to anyone. In fact, my goal has been to complicate. not to simplify-to paint as 

nearly complete a picture as I can about the industry, including both its positive 

and negative features. Of course, my picture is necessarily partial, and coloured 

by my own history. Furthermore. the complex, controversial nature of the 

industry means that conclusions are best drawn by readers, who interpret the 

information within their own histories and contexts. 

For this report, I wanted to focus attention more closely on the industry as a 

whole than has b e n  done by previous researchers. Prior research has involved 

tackling smaller pieces of the industry, and I attempted to bring together in one 

place as many of those efforts as I could locate. The possibilities for future 

research are wide open, as very M e  has been done to date. I mention several 

ideas in this report; additionally, an exhaustive discussion of recommendations 

can be found in an article by Peterson and Wotruba (1996; see also Albaum, 

1992). They offer detailed suggestions for exploring several topics: the scope of 

the industry; the people involved as buyers and sellers; international 

comparisons; and three dimensions of practical concerns-operational, tactical, 

and strategic. The authors hope that greater research efforts will help clear up 

some of the confusion, misunderstanding, and negative image that the industry 

faces. 



One of the ways that the industry is attempting to reduce the negative reputation 

that clings to it is by generating more positive coverage in the press. The 

popular media devote considerably more coverage to the industry than do 

scholarly researchers, but the stories mainly highlight legal battles and other 

problems that add to the stigma of the field. Stevenson (1998) makes the point 

that many people enjoy watching investigative journalism, especially of alleged 

scams, as a form of entertainment-the same angle that the media tend to take 

toward network marketing. Clements (1 997): referring to a television programme 

that "trashed" Amway, makes an important point: 

What do you suppose would have happened if these journalists 
from American Journal had brought their camera crew into a low- 
key, professionally run Amway training meeting? If there were no 
clown on stage claiming he'd rather leave his wife than his Amway 
business, but, rather, a soft-spoken professional trainer giving a 
dignified business presentation-would it have aired? Of course 
not! And if you're smiling right now at the idea that such a 
presentation would exist in Amway, or any MLM opportunity, then 
you are buying into the same propaganda. They do exist, you just 
don't hear about them. They're not newsworthy! (p. 17) 

Clements (1997; see also Poe, 1995) suggests that the reason for the one-sided 

coverage in the press is that the industry does very little advertising; indeed, this 

is one of the reasons for its greater profitability than conventional firms selling 

similar products (Granfield & Nicols, 1975). In fact, Kupferberg (1980) asserts: 

"Direct selling is partly a substitut0 for advertising. Not primarily a method to 

distribute goods, it's more a way to spread information about new products, and 

to manage and create demand" (p. 12). An example is provided by Juth- 

Gavasso (1985), who States that although in 1982 Amway spent $5 million on 

advertising, Proctor and Gamble, with only 10 times the sales, spent 134 times 



more. American Home Products sold 3 times as many goods, but spent 42 

times more than Amway on its advertising. 

Three solutions to this media bias resulting from the lack of advertising done by 

the industry are offered by Clements (1997), including purchasing more media 

space and airtime through cooperative ventures between companies and 

distributors; enrolling members of the media as distributors; and buying great 

quantities of publications that describe the industry positively. Another 

noteworthy development in this area is the recent launching of a new magazine, 

Network Marketing Lifestyles. as an effort to bring the industry to more people, in 

a glossy format that compares to Macleans or Chatelaine. lnside the magazine, 

alongside the usual network marketing Company advertisements, are some ads 

from mainstream, conventional companies. This is another method that the 

industry is using to gain more widespread acceptance. Similarly. after years of 

refusing to allow its distributors to advertise on the Internet, Amway is set to 

launch a major web-based shopping site, called Quixtar, that involves a 

partnership with Microsofi and many other vendors (Barefoot, 1999). 

Interestingly, Amway officiais indicated that the new website will not mention the 

Company by name (Hamilton, 1999). 

Finally, if network marketing is to survive in the new millennium, educating the 

public about network marketing will probably be only part of the required effort. 

Education of distributors is equally important. for in some ways, the real product 

of the industry is a trained distributor, who can take her or his networking skills 



elsewhere. Although one writer claims that "education is a trend sweeping the 

industry" (Melia, 1999, p. 40), there is much room for improvement in this area. 

According to Melia, many companies in the United Kingdom are introducing 

formal training modules into distributors' starter packages, and in the United 

States, a Georgetown University professor is offering a (non-credit) on-line 

course called Network Marketing on the Internet. The first university textbook 

written about direct sales was recently published, and the first university- 

creditable course on the industry was conducted in Los Angeles (Laggos, 1999). 

And, approximately a dozen university professors attended a conference on 

network marketing held at the University of Texas-El Paso in January, 1999 

(Ziwica, 1999). The conference ended with a proposal to create a research 

centre to study the industry. More can be done, including greater educational 

efforts by industry trade organizations such as the Multi-Level Marketing 

International Association, and the Professional Association of Network 

Marketers. 60th of these are based in the United States, but currently have few 

members and little influence as regulating or policing organizations for the 

industry (Eisenberg, 1987). Greater involvement of academic researchers would 

be welcomed by industry members, and there is much to be done. 

It may be a long climb for the industry to clean up its image and to educate its 

members, but if persistence in the face of adversity is found anywhere it will be 

found among network marketers. The future will likely see the industry reaching 

into new countries worldwide, a feat that it has proven to accomplish well (Croft 

& Woodruffe, 1996). If network marketing becomes increasingly businesslike, 



without losing the unique features that draw people away from traditional 

corporate workplaces, it will likely continue to grow and mature. With millions of 

people investing so much of their hearts in the industry, it will certainly be worth 

watching. 

Julie Goes For Jade 

"No, that's fine," said Julie. "We don? need adjoining rooms, as long as 

they are al1 smoke-free. Okay? Thanks very much." 

"So the hotel is al1 booked?" asked Barry, as Julie wrote in her date book. 

"Yeah, I got four rooms, al1 in the same wing," replied Julie. 

"You are a damned fine negotiator!" 

He's full of compliment's today. "Thanks. Now that I've got a downline to 

look after, I have to be. And by the way, l sure love this new headset! It makes 

talking on the phone a lot easier. l'II have to thank Ravi for suggesting it." 

"Sometimes I see you walking down the hallway and I forget you're on the 

phone," said Barry. 

"Well, now that we're deterrnined to go Jade before the Acme convention, 

we're both going to be on the phone a lot. Booking the rooms made me stait 

getting excited! I wonder what the temperature will be in Dallas in the fall?" Julie 

asked. 

"Hot!" joked Barry. "And speaking of hot, I tried to get the air conditioning 

to work in your new car today, but it wouldn't budge. I can't figure out that 

computerized thingy." 

"Oh, sorry. I locked the controls with a password so the kids would stop 

changing them al1 the time." 



"What's the password? Or is the ABS Brake Queen in total command of 

her empire?" 

"Guess," laughed Julie. 'It's four letters." 

"Jade." replied Barv immediately. "That was easy." 

"That reminds me. Tonight after my two-on-one I want to spend some time 

with you looking at those travel brochures. But I likely won't be home until about 

ten o'clock. Maria and her husband are stili having problems. And she asked 

me if I would stay behind to talk to them both about how you and I have been 

getting along so much better because of Acme." 

"That's nice of you. Don't woriy about me, l'II still be up. I want to cal1 a 

guy out on the West Coast about Acme. But why did 'Jade' remind you of that?" 

asked Barry. 

"1 dunno," said Julie. '1 guess it's because I'm feeling so happy these days. 

Not just you and me, but everything. This is the first summer in ten years that I 

haven't had to work at that dump. And Dorota is so happy she's finally starting a 

college fund for her kids-l really feel like I'm making a difference. Going Jade 

is starting to mean a lot to me." 

"Yeah, me too," said Barry. 

"C'mon, let's go downstairs and see what the kids have made for supper. It 

sounds like a rnicrowave surprise,'' laughed Julie as she and Barry walked 

toward the kitchen. 



REFERENCES 

Albaum, G. (1 992). Current status and future directions for research on direct 
selling channels. Journal of Marketing Channels, 2(2), 95-1 17. 

Amick, K. (1998). Thrills and fair play for the rank and file. Network Marketing 
Today, 1(1, September trial issue), 55. 

Amway. (1 998). Amway's official website. [WWW document]. URL 
http://www.amway.com (viewed 1998, 08, 14) 

Andrecht, V. (1995). Bad blues: The ups and downs of rnultilevel and how to 
cope. Ramona, CA: Ransom Hill Press. 

Angelo, J.-M. (1 993, December). The eight myths of direct selling. Black 
Enterprise, 24, 62-64. 

Anonymous. (1 996, October). Freedom! Network marketing liberates the world. 
Success, 64-65. 

Augenstein, C. (1 999). The definitive guide to understanding network marketing 
compensation plans. Network Marketing Today, 8(4), 94-1 16. 

Barefoot, C. (1999, May). The E-commerce way. Upline, 34. 

Barkacs, C. (1997). Multilevel marketing and antifraud statutes: Legal 
enterprises or pyramid schemes? Academy of Marketing Science Journal, 
25(2), 176-177. 

Baurnann, E. (1 988). Fun and work at sales parties: Commercial uses of 
sociability at haughty lady parties". Paper presented at the American 
Sociological Association. 

Baumann, E. (1 991 ). Negotiating respectability in ambiguous commerce: Selling 
sex paraphemalia at home parties. Canadian Review of Sociology and 
Anthropology, 28(3), 377-392. 

Biggart, N. (1 983). Rationality, meaning, and self-management: Success 
manuals, 1950-1 980. Social Problems, 30(3), 298-31 1 . 



Biggart , N . W. (1 989). Charismatic capitalism: Direct selling organizations in 
America. Chicago: University of Chicago Press. 

Bloch, B. (1996). Multilevel marketing: What's the catch? Journal of Consumer 
Marketing, 13(4), 18-26. 

Bonoma, T. (1991). This snake rises in bad times. Marketing News, 25(4), 16. 

Borra, J. (1996, February 6). Equinox Inc. The Village Voice, 41, 11 -13. 

Britt, P. (1 998). No easy money. Telephony, 234(23), 232-236. 

Brodsky, N. (1 998, June). Multilevel mischief. Inc., 41-42. 

Brooke, R. (1 997). Mach II with your hair on fire: The art of persona1 vision and 
self motivation (Manuscript, 5th revision, Oct 1 6). Charlottesville, VA: 
Upline Press. 

Brown, C. (1992, December). Door-to-door selling grows up. Black Enterprise, 
23, 76-78. 

Brown, J. (1 987). Social ties and word-of-mouth referral behavior. Journal of 
Consumer Research, 14(December), 350-362. 

Buss, 0. (1 997). A direct route to customers. Nation's Business, 85(9), 46-51. 

Butterfield, S. (1985). Amway: The colt of free enterprise. Boston: South End 
Press. 

Carroll, R. (1 998). Multi-level marketing (MLM) harassment. [WWW document]. 
URL http://skepdic.com (viewed 1999, 02, 27) 

CBC. (1999, April 22). Ontario regional news [Radio broadcast]. Toronto: 
Canadian Broadcast Corporation. 

Cho, M. (1 998). Should a physician recruit patients for a business deal? 
American Medical News, 4 l(4 1 ) , 1 0. 

Clements, L. (1997). lnside network marketing. Rocklin, CA: Prima. 

Clouse, M., & Anderson, K. (1996). Future choice. Charlottesville, VA: Upline 
Press. 

Cornpetition Bureau: lndustry Canada. (1 996). Pyramid selling and multi-level 
marketing schemes [Brochure]. Ottawa: Cornpetition Bureau. 



Competition Bureau: lndustry Canada. (1 998). Multi-level marketing and pyramid 
selling provisions of the Competition Act. [WWW document]. URL 
http://strategis.ic.gc.ca/SSG (viewed 1999, 03, 10) 

Conn, C. P. (1 985). Promises to keep: The Amway phenornenon and how it 
works. New York: G.P. Putnam's Sons. 

Connelly, M., & Rhoton, P. (1 988). Women in direct sales: A cornparison of Mary 
Kay and Amway sales workers. In A. Statham, E. Miller, & H. Mauksch 
(Eds.), The worth of women's work: A qualitative synthesis (pp. 245-264). 
New York: State University of New York Press. 

Cook, R. (1 999). The MLM watchdog. The MLM lnsider Magazine, 8(2), 27-29. 

Cooper. H. (1 984). The integrative research review: A systematic approach. 
London: Sage. 

Covey, S. (1 999). MLM and the seven habits. Network Marketing Lifestyles, 1(1), 
36-41 . 

Coward, C. (1 998, February). How to spot a pyramid scheme. Black Enterprise, 
28, 200-203. 

Cox, C. (1992, November). No room at the top. The Utne Reader, 46-47. 

C reswell , J. (1 998). Qualitative inquiry and research design: Choosing among 
five traditions. London: Sage. 

Croft, R., & Woodruffe, H. (1996). Network marketing: The ultimate in 
international distribution? Journal of Marketing Management, 12(1-3), 201 - 
214. 

Davis, K., Clark, D., & Koch. K. (1998). Physician marketing of nutritional 
supplements [Letter to the editor]. The Journal of the American Medical 
Association, 280(11), 963. 

Dean, A. (1 998). Al1 that glitters is not God: Breaking free from the sweet deceit 
of multi-level marketing. Mukilteo, WA: WinePress. 

Demick, B. (1997, February 17). How pyramid fever led to the downfall of poor 
Albania. Toronto Star, pp. Al ,  A12. 

Dexter, L. (1 970). EIite and specialized interviewing. Evanston: Northwestern 
University Press. 

Direct Selling Association. (1 998). Fact sheet. Toronto: Author. 



Direct Selling Association. (1 999). 1998 Direct selling growth 8 outlook survey. 
[WWW document]. URL http://www.dsa.org/factsht.stm (viewed 1 999, 03, 
14) 

Done, K. (1 997, March 8). Albania's curse of the pyramids. Financial Post, p. 2 1 . 
Dunkel, T. (1995, April). The Tupperware lady is an M.B.A. Working Woman, 45- 

59. 

Eisenberg, R. (1 987). The mess called multilevel marketing. Money, 16(6), 136- 
152. 

Ely, M., Vinz, R., Anzul, M., & Downing, M. (1 997). On writing qualitative 
research: Living by words. London: Falmer Press. 

Emshwiller, J. (1992, June 22). Rival street gangs discover capitalism, the 
legitimate kind: The Bloods and Crips of LA plan al1 sorts of ventures. Wall 
Street Journal, p. A 1 . 

Fitzpatrick, R. (1997). The 10 big lies of multi-level marketing. [WWW 
document]. URL http://members.tripod.com/-nomore~~arn~/~urvivorl .htm 
(viewed 1998, 03, 03) 

Fitzpatrick, R., & Reynolds, J. (1 997). False profits: Seeking financial and 
spiritual delive rance in multi-le vel marketing and pyramid schemes. 
Charlotte, NC: Herald Press. 

Fogg, J. (1 994). Money. money. money. money. money. Dallas: VideoPlus. 

Fogg, J. (1998). A world revolution: An interview with the DSA President. 
Network Marketing Today, 1(1, September trial issue), 14. 

Çorney, M., 8 Fang, B. (1 998). Selling salvation. Far Eastern Economic Review, 
161(2), 68-72. 

Freed. O. A., & Duncanson, J. (1996, August 24). Private eye 'fingered' scam. 
Toronto Star, p. A4. 

Frenzen, J., & Davis, H. (1 990). Purchasing behavior in embedded markets. 
Journal of Consumer Research, 17(June), 1 - 12. 

Gabbay, S. M. (1 995). Social capital in the creation of financial capital. 
Unpublished doctoral dissertation, Columbia University. 

Gahan, C., & Hannibal, M. (1 998). Doing qualitative research using QSR 
NUD'IST. Thousand Oaks, CA: Sage. 



Glaser, B., 8 Strauss, A. (1 967). The discovery of grounded theory: Strategies 
for qualitative research. Chicago: Aldene. 

Glesne, C., 8 Peshkin, A. (1 992). Becoming qualitative researchers. White 
Plains, NY: Longman. 

Goldsborough, R. (1 997, June). Global update. Upline, 33. 

Good, W., & Hassay, O. (1995). Multilevel marketing plans: A new channel of 
distribution. In K. Grant & 1. Walker (Eds.), Proceedings of the World 
Marketing Congress (Vol. 7 ,  pp. 14/42-14/48). Melbourne, Australia: 
Academy of Marketing Science. 

Graham, S. (1996, July). Set your own hours, be your own boss, make more 
money than you ever dreamed: How to tell the real direct-sales 
opportunities f rom the scams. Good Houçekeeping, 90-92. 

Granfield, M., 8 Nicols, A. (1975). Economic and marketing aspects of the direct 
selling industry. Journal of Retaiiing, 5 1(1), 33-50. 

Grayson, K. (1996). Examining the embedded markets of network marketing 
organizations. In D. lacobucci (Ed.), Networks in marketing (pp. 325-341 ). 
Thousand Oaks, CA: Sage. 

Greco, S. (1 996). Breakthrough marketing: The buddy system. Inc., l8(15, 
SUPP~.), 52-63. 

Green, J., & D'Aiuto, J. (1 977). A case study of economic distribution via social 
networks. Human Organization, 36(3), 309-315. 

Greenwood, H. (1997, Novernber 25). Woman who blew whistle on Amway sues 
government. Toronto Star, p. A4. 

Hamilton, T. (1999, March 14). Multilevel marketers use technology to sign 
recruits [online]. Canadian Press Newswire. 

Hannan, E. (1 987). The social reconstruction of meaning: A qualitative study of 
education within an Amway distributor group. Unpublished doctoral 
dissertation, University of Southern California, Los Angeles. 

Harden, M. (1 987). The handbook of multilevel marketing. Carrollton, TX: 
Promontory. 

Harris, D. J. (1 992). Of prophecy and profits: A study of the Amway worldview. 
Unpublished doctoral dissertation, Harvard University, Cambridge. 



Hassay , D . (1 999). Three dimensions of relationship commitment: Differential 
effects on the development and maintenance of interorganizational 
exchange relations. Unpublished doctoral dissertation, University of 
Manitoba, Winnipeg, Canada. 

Helliker, K. (1 995, November 22). Television: Self-help expert helps himself start 
self-help network. Wall Street Journal, p. BI.  

Hoagland, J. (1 999). Deceptions, misrepresentations, and half-truths found in 
the Amway business. [WWW document]. URL 
http://www.cocs.corn/jhoagland (viewed 1999, 02, 22) 

Isik, M., 8 Hosenball, M. (1994, October 3). 'With God there's no cap'. 
Newsweek, 124.42. 

Jenkins, K. (1 998). Focus. [Gift card]. New York: Successories. 

Johnston, G.. 11 1. (1 987). The relationship among organizational involvement, 
commitment, and success: A case study of Amway Corporation. 
Unpublished doctoral dissertation, Virginia Polytechnic lnstitute and State 
University, Blacksburg, VA. 

Juth-Gavasso, C. (1 985). Organizational deviance in the direct selling industty: A 
case study of the Amway Corporation. Unpublished doctoral dissertation, 
Western Michigan University. Kalamazoo. 

Kalench, J. (1 990). Being the best you can be in MLM. San Diego, CA: 
Millionaires in Motion. 

Kalench, J. (1991). The greatest opportunity in the history of the world. San 
Diego, CA: Millionaires in Motion. 

Kupferberg, S. (1 980). The party line. The New Republic, 183(24), 10-1 3. 

Kustin, R., & Jones, R. (1995). Research note: A study of direct selling 
perceptions in Australia. International Marketing Review, 12(6), 60-67. 

Laggos, K. (1999, Çebruary). First-ever college credited courses for direct sales. 
Money Makers Monthly, 1 0. 

Lane. C. (1 980). Relationship between self-esteem and a self-enhancing 
management system. Unpublished doctoral dissertation, United States 
International University, San Diego. 

Leff, W., & Haft, M. (1983). Time without work. Boston: South End Press. 

Lincoln, Y., & Guba. E. (1 985). Naturalistic inquiry. Beverly Hills, CA: Sage. 



Locke, L., Spirduso, W., 8 Silvennan, S. (1 987). Proposals that work: A guide for 
planning dissertations and granf proposals. London: Sage. 

Marchetti. M. (1996). The look of things to corne. Sales and Marketing 
Management, l48(5), 50-54. 

Marshall, C., & Rossman, G. (1 995). Designing qualitative research. London: 
Sage. 

Mason, R. (1 994). Comprehending compounding. The Appraisal Journal. 62(2), 
234-239. 

McHenry, S., 8 Small, L. (1997). Who decides when money equals time? Ms., 
7(6), 34-37. 

McQueen, M. (1 998, November). Making money against the odds. Money, 95- 
99. 

Mehta, S. N. (1995, June 23). Visions of wealth and independence lead 
professionals to try multilevel marketing. The Wall Street Journal, pp. B1- 
B2. 

Melia, L. (1999, May). MLM education on the E-frontier. Upline, 40. 

Midgett, D. (1999). Amway: The other side of the plan. [WWW document]. URL 
http://www.tosp.cnhost.corn (viewed 1999, 03, 17) 

Mills, A. C. (1996). Shaking the money tree. [WWW document]. URL 
MetroActive News & Issues: http://www.metroactive.com/index.html (viewed 
1999, 03, 17) 

Moore, A. (1 998). Building a successful network marketing Company. Rocklin, 
CA: Prima. 

Morgan, M. (1 996). The historical continuum of financial illusion. American 
Economist, 40(1), 79-91 . 

Morris, B. (1997, July 21). If women ran the world, it would look a lot like Avon. 
Fortune, 74-79. 

Morris, J. (1 995). Able lives: Women's experience of paralysis. London: 
Women's Press. 

Multisense. (1999). Multisense9aol.com. [WWW document]. URL 
http://members.aol.com/multisense/home.htm (viewed 1999, 03, 04) 



Munns, H. (1997). Smart shopping: Is that MLM prograrn on the level? 
Consumers Digest, 36(3), 6-8. 

Natiuk, R. (1 995). Your destiny: Your life and work become one. Battle Ground, 
Washington: Harmony Media. 

Nehra, G. (1 999). Ramblings of a tired lawyer, or: Where have al1 the products 
gone? [WWW document]. URL http://mlmstartup.com/articles/ramble.htm 
(viewed 1999, 03, 04) 

Nichols, R. (1 995). Successful network marketing for the 2 1 st century. Grants 
Pass: OR: The Oasis Press. 

Oldenburg, D. (1 998, October 21). Rhetoric or reality? Washington Post, p. D06. 

Oliver, S. (1 997). Million-man sales force. Forbes, 159(March), 63, 67. 

Onstad, K. (1 997, November). "It can change your life". Chatelaine, 54-63. 

Orenstein, D. (1997, August 17). Many dream, few make it. Times-Union, pp. 3- 
4. 

Orner, B. (1 996). Amway statistics. [WWW document]. URL 
http://~.teleport.com/-schwartzlstats.htm (viewed 1999, 03, 03) 

Osterhus, T. (1 998). Reconciling social norms and consumer choices: Norms 
may matfer, but when? Unpublished doctoral dissertation, University of 
Cincinnati. (From Dissertation Abstracts International, vol. 59-1 1 A). 

Outka, U. (1 999a). The new world of Team Diamond. Network Marketing 
Lifestyles, 1(1), 42-46. 

Outka, U. (1999b, May). What was first is now last. Upline, 5. 

Peiss, K. (1998). "Vital industry" and women's ventures: Conceptualizing gender 
in twentieth century business history. Bushess History Review, 72(2), 219- 
226. 

Pepin, J. (1 998, Decernber 7). Franchising the American dream. Time, 152. 

Peterson, R., Albaum, G., 8 Ridgway, N. (1989). Consumers who buy from direct 
sales companies. Journal of Retailing, 65(Z), 273-286. 

Peterson, R., & Wotruba, T. (1996). What is direct selling? Definition, 
perspectives, and research agenda. The Journal of Personal Selling & 
Sales Management, l6(4), 1 -1 8. 



Peven, D. (1 968). The use of religious revival techniques to indoctrinate 
personnel: The home-party sales organizations. Sociological Quarterly, 
9(1), 97-106. 

Poe, R. (1 995). Wave three: The new era in network marketing. Rocklin, CA: 
Prima. 

Poe, R. (1999). Wave four. Network Marketing Lifestyles, 1(1), 84-89. 

Popcorn, F. (1 991). The Popcorn report. New York: Doubleday. 

Pratt, M. (1 994). The happiest, most dissatisfied people on Earth: Ambivalence 
and commitment among Amway distributors. Unpublished doctoral 
dissertation, University of Michigan. 

Pratt, M., 8 Bamett, C. (1997). Emotions and unlearning in Amway recruiting 
techniques: Promoting change through 'safe' ambivalence. Management 
Leaming, 28(1), 65-88. 

Press, A. (1 994). Beware the replacer. Life Association News, 89(11), 1 1 5. 

Probandt, J. (1998). Amway information: The #1 resource for Amway 
information. [WWW document]. URL http://209.196.24.186 (viewed 1999, 
01, 29) 

Prus, R., & Frisby, W. (1 990). Persuasion as practical accomplishment: Tactical 
manoeuverings at home (party plan) shows. In H. Lopata (Ed.), Current 
research on occupations and professions (Vol. 5 ,  pp. 1 33-1 62). Greenwich, 
CT: JAI Press. 

Prus, R. C. (1 989). Making sales: Influence as interpersonal accomplishment. 
Newbury Park: CA: Sage. 

Rice, V. (1999, January 5). High-tech product pitch clicks on old sales tactics. 
The Globe and Mail, p. 81 0. 

Richards, B. (1998, August 13). Highflying Ponti scheme angers and awes 
Alaskans. Wall Street Journal, p. BI. 

Richards, L., & Richards, T. (1998). QSR NUD'IST (Version 4) [Computer 
software]. Melbourne, Australia: Qualitative Solutions and Research. 

Riley, M. W. (1963). Sociological research: A case approach. New York: 
Harcourt, Brace, and World. 

Robinson, J. (1 997). Empire of freedom: The Amway story and what it means to 
you. Rocklin, CA: Prima. 



Rock, M. (1 995). This article could make you a millionaire. Director, 48(7), 27- 
30. 

Roha, R. (1997). Want to buy a potato peeler? Wanna seIl a bunch of 'em? 
Kiplinger's Persona1 Finance Magazine. 5 1(3), 1 0 1 - 1 05. 

Roth, M. (1997). Dreams incorporated: Living the delayed life with Amway. The 
Baffler, 7 0, 39-64. 

Ru bino, J. (1 997). Secrets of building a million-dollar network marketing 
organization. Charlottesville, VA: Upline Press. 

Sales and Marketing Management. (1979). There's no place like home. Sales 
and Marketing Management, 122(18), 85-86. 

Salter, J. (1 997). Multilevet marketing goes mainstream. Marketing News. 
3l(September l ) ,  1+. 

Saltzman, A. (1991). Downshifting. New York: Harper Collins. 

Schein, E.  (1 992). Organizational culture and leadership. San Francisco: Jossey- 
Bass. 

Schreiter, T. (1 985). Big Al tells all. Houston, TX: KAAS. 

Schreiter, T. (1 988). Big Al's turbo MLM. Houston. TX: KAAS. 

Schreiter, T. (1 991). How to build MLM leaders for fun & profit. Houston, TX: 
KAAS. 

Schwartz, S. (1999). Amway: The untold story. [WWW document]. URL 
http://www.teleport.com/-schwartz (viewed 1999, 03, 15) 

Simmans, D. (1997, June). Watch this. Upline, 34. 

Singletary, M. (1998a. February 8). If it sounds too good to be true . . . 
Skepticism and research are the best weapons against scams. Washington 
Post, p. H02. 

Singletary, M. (1998b, November 15). Multiple levels of irritation: Say nay to the 
Trojan Horse approach to marketing. Washington Post, p. H02. 

Singleton, R., Straits, B.. Straits, M., & McAllister, R. (1988). Approaches to 
social research. New York: Oxford University Press. 

Smith, A. (1 997). The direct sell. Progressive Grocer, 76(11), 26. 



Smith, C., & Johnson, 1. (1998, April22). Beijing, fearing fervor, bars the door 
against direct marketers. Wall Street Journal, p. A1 6. 

Smith, J. (1 999). Judicial rnistake. Network Marketing Lifestyles, 1(1), 22. 

Smith, R. K. (1 984). Multilevel marketing: A la wyer looks a t Amway, Shaklee, 
and other direct sales organizations. Grand Rapids, Michigan: Baker Book 
House. 

Smyth, M. (1 998). The direct selling revolution. Management Accounting, 76(9), 
60-61. 

Snetsinger, P. (1 997). Confessions of a multi-level marketer. Bellevue, WA: 
Palinoia Press. 

Stanley, A. (1996, August 14). New face of Russian capitalism. The New York 
Times, pp. Dl ,  D l  6. 

Statistics Canada. (1 997). Direct selling in Canada. Ottawa: Minister of Industry, 
Retail Commodity Section. 

Stevens, S. (1981). Angela Preuss: Wizard of party-plan sales. Richmond, 
Virginia: Skipworth Press. 

Stevenson, R. J. (1 998). The boiler room and other telephone sales scams. 
Chicago: University of Illinois Press. 

Stewart, D., & Kamins, M. (1993). Secondary research. (2nd ed.). London: Sage. 

Stinson, M.. & Saunders. J. (1997, October 9). Society matrons play pyramid 
scam. The Globe and Mail, pp. BI,  88. 

Stockstill, L. (1 985). Multilevel franchise or pyramid scheme? Journal of Small 
Business Management, 23(4), 54-58. 

Strauss, A., 8 Corbin, J. (1 990). Basics of qualitative research: Grounded theory 
procedures and techniques. Newbury Park, CA: Sage. 

Stull, C. (1 995). A look at network marketing: Ce11 Tech. Unpublished master's 
thesis, Califomia lnstitute of lntegral Studies. 

Syedain, H. (1 995, May). The rewards of recognition. Management Today, 72- 
75.  

Taylor, R. (1 978). Marilyn's friends and Rita's customers: A study of party-selling 
as play and as work. Sociological Review, 26(3), 573-594. 



Teger, A. (1 980). Too much invested to quit. Toronto: Pergamon Press. 

Tesch, R. (1 990). Qualitative research: Analysis types and software tools. New 
York: The Falmer Press. 

Tung, L. (1997, January). A foot in the door. Asian Business, 33, 61 -62. 

Upline. (1 998). Upline. Charlottesville, VA: MLM Publishing. 

Vandruff, D. (1 999). What's wrong with multi-level marketing? [WWW 
document]. URL http://www.vandruff.com/rnim.html (viewed 1999, 03, 04) 

Vaz-Oxlade, G. (1 998, August). 'Have I got a deal for you ...'. Chatelaine, 26. 

Vlasic, B. (1 998, February 16). Amway II: The kids take over. Business Week, 
60-70. 

Vlasic, B., Harbrecht, D., & Regan, M.-B. (1996, August 12). The GOP way is the 
Amway way. Business Week, 28-29. 

Webb, E., Campbell, D., Schwartz, R., & Sechrest, L. (1 966). Unobtrusive 
measures: Nonreactive research in the social sciences. Chicago: Rand 
McNally. 

Wederneyer, D. (1975). There's a Tuppeware party starting every 10 seconds. 
Ms., 4(2), 71-85. 

Wharton, C. (1998). From casuals to career: The professionalization of real 
estate saleswork. In H. Lopata (Ed.), Current research on occupations and 
professions (Vol. 10, pp. 1 15-1 34). Greenwich, CT: JAI Press. 

Whitlock, C. (1997). Chuck Whitlock's scam school. New York: Macmillan. 

Wilkes, A. (1 999). AMO-Way: The nightmare builders. [WWW document]. URL 
http://www.tc.umn.edu/nlhorne/m307/wilke001 Iamway. html (viewed 1 999, 
03, 17) 

Wolcott, H. (1 990). Writing up qualitative research. London: Sage. 

W olcott, H. (1 994). Transforming qualitative data. London: Sage. 

Woodard, J. (1 997, May 5). The spirituality of prosperity: Christians flourish in 
network marketing. British Columbia Report, 8, 36-37. 

Xardel, D. (1 993). The direct selling revolution: Understanding the growth of the 
Amway Corporation. Cambridge, MA: Blackwell. 



Yarnell, M. (1994, January/February). Recruiting the stars. Success, 12. 

Ziwica, K. (1999, May). ABCD . . . MLM: Multilevel-marketing advocates are 
knocking on university doors with an MLM curriculum to secure the industry's 
future. Success, 12. 



Interview Process 

As noted in Chapter 1. using interviews that were already published has 

limitations because spontaneous responses and changes in the interview cannot 

be made. Regardless of the source, however, it is important to reconstruct the 

process used to conduct and publish the original interviews (Riley, 1963). This 

section, therefore, describes the interview process in detail, based on a lengthy 

telephone conversation I had with the interviewer. 

Uma Outka, who formerly worked under the narne Uma Sackett, is the Editor in 

Chief of Upline magazine, and conducted most of the interviews herself, though 

she now has an assistant who does two-thirds of them. The interviews continue 

to be conducted and published each month in the magazine, using the sarne 

format and procedures as for the interviews I examined. Interviews are 

conducted by telephone, recorded, and then transcribed word-for-word. She 

faxes guidelines to interviewees in advance, which outline her goals and the 
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kinds of questions she will be asking. The guidelines ask participants not to 

prepare answers in advance, and wams them not to talk at length about their 

companies or product lines. as that information will, in any case, be cut from the 

published articles. Uma indicated that, on occasion, respondents are somewhat 

tense about the interviews because of past experience with media stories that 

discredit the industry. In rare instances people have asked her to write to their 

company's Public Relations department seeking approval to conduct the 

interview. 

Participants are chosen in various ways, in a process Uma called "random." She 

uses word-of-mouth, generating leads through contacts among the Upline staff 

or from previous contact with industry leaders. Some are chosen because of 

past involvement with the magazine, as authors or as "lifetime subscribers." On 

rare occasions she solicits interviews from specific companies by contacting the 

corporate office and requesting names of potential interviewees. Uma and the 

other staff are well acquainted with several leading network marketing firms, but 

she tries to avoid focusing on them more than others for the sake of variety and 

finding "good stories." Note that people who have a negative view of the 

industry are not included in the published interviews, and are likely screened out 

before interviews are conducted. In Chapter 1, I discussed the potential bias of 

participants because of their generally positive view of the industry. 

The six questions asked in the interviews were originally developed by John 

Fogg, founder of the magazine. The major purpose of the interviews is to 



provide a service to readers. Uma believes the magazine to be the only 

unambiguously positive voice in the network marketing industry, though she says 

it is critical when necessary. The interviews are one of the magazine's most 

popular features, the main reason that their number was increased in 1997 from 

two per month to three. She wants the interviews to be valuable to readers, 

serving their business interests. She tries to steer the respondents to talk about 

concrete, specific things that happened in their business past, things that 

readers could apply to their own endeavours if they choose. She also steers 

participants away from talking about their companies or products beyond a token 

mention, and tries to get them to describe how things in their businesses 

changed for them over time. When asked whether participants might have 

reasons to embellish or fabricate their stories, she said she believed not, 

because they had already reached a high level of success. She described as 

regrettable an incident in which a pait of one respondent's story was later found 

out to be fabricated. (That interview was not part of the group I used in my 

inquiry.) In the past, distributors may have had a reason to embellish their 

stated incornes, but the magazine no longer publishes those figures because of 

distributors' fears about government regulations in regard to income claims. 

Participants do not have an opportunity to review transcripts, but Uma does fax 

them a copy of the pre-publication version for their approval. She does this for 

factual confirmation only, preferring not to allow editorial changes by 

interviewees, though she would do so if she completely mischaracterized 

something they said. This has not happened to date. Before publication, she 



edits transcripts for readability and grammatical correctness, removing some of 

the "ugliness of speech." Her goal in editing is to cornmunicate what 

interviewees said in a way that is more "effective" yet without "detracting from 

their voice." She wants the interviews to be pleasing to read but does not want 

the individual styles of participants to be lost. 

Uma also removes content that might be redundant among the three interviews 

published each issue, or among recent issues. She does not want to bore 

readers by repeating common sayings and aphorisms too frequently. At the 

same time, she recognizes that many topics must be discussed again and again, 

but she is drawn to new and unique ways to see a commonly discussed issue. 

She admits that there is only a limited number of major issues that have to do 

with building a network marketing business, so a certain amount of redundancy 

is inevitable. 

Finally, Uma said she is not a distributor, nor is any of the current staff at the 

magazine. Her role encompasses the majority of the operations of the journal, 

as there are very few other staff. She sees it as her job to carry out the mission 

of the journal as established by the founder: being a place where networkers can 

talk to one another, and where people who have the knowledge about the 

industry can share ideas. 



The 33 interviews that 1 used in my inquiry. involving a total of 40 people, were 

published in 1997 and 1998 in Upline magazine. The foltowing table shows the 

full names of interviewees and the publication date of each interview. 
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Data Analysis 

I examined the interview data according ta the methods proposed by several 

writers, including Tesch (1990). who argues that interpretive qualitative 

researchers rarely create their organizing systems out of a theoretical framework 

or the research questions. Instead. they use the data themselves or they use 

the two methods combined. "For the most part the data are 'interrogated' with 

regard to the content items or themes they contain, and categories are formed 

as a result. The process is inductiven (p. 96). She also maintains that 'the data 

themselves remain the most suitable and the richest source for the development 

of an organizing systemn (p. 142). For the most part, that was true for my 

process as well. with the exception that certain areas of examination as 

suggested by my prior research and literature review were applied to the data 

from "above." However, it was important to remain open to changing the guiding 

questions after commencing analysis of the data (Locke et al., 1987). 

Data were categorized according to topics. which were then given codes. Data 

were managed and organized with the aid of a popular software programme 

called NUD'IST, or Non-numerical Unstructured Data Indexing, Searching, and 

Theory-building (Richards 8 Richards, 1998). Themes and clusters of codes 

were shaped into a final organizing system before detailed analysis began. The 

categorizing process was an eclectic adaptation of the suggestions othen have 

made (Ely, Vinz, Anzul. 8 Downing. 1997; Gahan 8 Hannibal, 1998; Glaser 8 



Strauss, 1967; Glesne 8 Peshkin, 1992; Lincoln & Guba, 1985; Strauss & 

Corbin, 1990; Tesch, 1990). 

Once a consistent organizing systern was in place, the content of the 

participants' words were analyzed, with a view to commonalties, regularities, 

diff erences, idiosyncrasies. contradictions, hesitancies, patterns, and themes. 

Patterns that emerged were not assumed correct, but rather examined against 

alternative explanations. As the patterns and categories were drawn out of the 

data, the results were related to corresponding bodies of literature. A review 

was conducted and results compared alongside the ernerging results (Cooper, 

1984). According to Wolcott (1990), this is the preferred method for discussing 

literature: 

In our descriptive and analytic accounts, the rnost appropriate place 
for examining the literature seems to me to be in consort with the 
analysis of new data. Ordinarily this calls for introducing related 
research toward the end of a study rather than at the beginning. (p. 
17) 

The excerpts from the interviews that I have chosen to include are 

representations of participants' actual beliefs and opinions. Certainly, something 

rnay have been lost along the route to the printed page: in the vagaries of 

speech, in the inexactness of making ideas understood in spoken words, in the 

editing process at Upline, and so forth. I chose these particular excerpts to 

provide evidence for my own thematic analysis; I could have chosen others, and 

another researcher would undoubtedly do so. In doing so, I kept foremost in my 

mind the question of how to best present respondents' ideas. staying close to 

their original context, while writing in a way that would be interesting and 



thought-provoking to readers of rny report. I selected quotations that I found 

interesting and informative, and attempted to counter my bias toward highly 

articulate individuals. I also wanted al1 40 interviewees to be represented in this 

report. As I thought about how I could best present their words, I tried out 

various structures for the text before choosing the final one. Because their 

words were already edited and published. I had a smaller mountain of data than 

often occurs in qualitative inquiry. Therefore, I had to do less sorting of 

tangential comments and off-topic remarks. Similarly, my choice of structure for 

the report was aided by the work already done by the original interview designer; 

the interviews were based upon six questions that provided the foundation for 

rny structure. 

Because of my desire to craft a different kind of thesis, one that engages 

readers differently than most academic texts, I used a structure that is less 

commonly used in scholarly writing. The format and arrangement of material, as 

well as the use of my own voice and the vignettes, were meant to appeal to a 

wider audience, including other researchers and academics. I also wished to 

reach other groups of people: readers of Upline magazine; network marketers 

past and present; and people who are curious about the industry and who may 

be thinking of becoming involved. I endeavoured to omit jargon and 

"academese," in an effort to make the report accessible to many people. 

Similarly, my belief in some of the assumptions of a post-positivist or 

interpretivist paradigm (e.g., Glesne 8 Peshkin, 1992) led me to acknowledge 



readers of this text as actors who bring multiple experiences and histories to 

their reading. Most people in Canada have some prior knowledge of or 

experience with network marketing (if only through hearsay), but the intersection 

of that history with my report, and the meanings that readers draw from it, are 

contingent upon many factors. My respect for the roles of the reader, and my 

desire to reduce the power differential between author and reader, induced me 

to allow and encourage readers to make their own meanings and forrn their own 

conclusions from the evidence I provide. As always, readers interact with the 

text in ways that cannot be foreseen by the writer, and I wanted the arrangement 

of mate rial within the report to encourage multiple connections. 



GLOSSARY 

10 Customer Rule: A distributor, for example, Julie, must retail products to 10 
customers each month. Made famous by the FTC's Amway decision, the 
rule is followed to varying degrees by different companies-sorne 
distributors must sign a f o m  each month attesting that they have complied. 

70 Percent Rule: Julie must certify that she sold 70% of her past month's 
purchases to retail customers. Meant to prove that she is not stockpiling 
products. (see lnventory loading) 

Auto-ship: Once enrolled in this delivery plan. products are shipped to Julie 
each month, whether she orders them or not. She may choose a particular 
package in advance, or simply accept the company's package in rotation. 
The advantage is that she never forgets to place an order (and perhaps 
therefore lose her commission), and the upline and corporation benefit by 
having regular, predictable sales volumes. 

Back-end: Compensation plans that are weighted to give more money to heavy- 
hitters like "Ravi," and, therefore, provide less money for middle- or low- 
level distributors. (see Front-end) 

Buy-in: Some plans allow new recruits to pay extra money to purchase a title, 
or higher commission level. If they purchase a certain amount of products 
right away, they will gain the benefits of the higher level immediately. This 
practice is frowned upon by some industry experts. 

Close: Conclude the sale. This term cornes from traditional sales, where 
agents practice methods to "close the deal" more frequently. 

Cold market: Strangers. These are people who are not friends, relatives, or 
even acquaintances. Talking to strangen about her opportunity makes 
Julie newous, as those people feel cold to her, not warm Iike her friends. 
Some industry experts give advice about how to avoid ever needing to 
recruit complete strangers. (see W a m  market) 

Compensation plan: The system of comrnissicns. overrides. or royalties that is 
paid to distributors from the profit on sales. It often includes levels of 
achievement, and corresponding titles such as Diamond, as well as the 
sales or enrollment requirements that rnust be met to reach each level. 



Confidence games: Cons, scams, swindles, rip-offs. Refers to the effort of 
perpetrators to gain the confidence of a victim before pulling the switch or 
deceit that results in an ill-gained profit. 

Cookie clubs: Pyramid schemes that generally involve women, and use the 
guise of cookie trading to make the payoffs (and discussions about the 
club) seem legitimate. (see Muffin clubs) 

Counsel: Seek the advice of an upline advisor, who is generally a heavy hitter. 
Critics Say that the advisor soon controls many aspects of one's life. Some 
outdated distributor groups continue to use this tactic. 

Crossline / Crosslining: If "Sandran enrolls lots of distributors, most or al1 of 
them will be "besiden Julie in the hierarchical organization that is Sandra's 
downline. They are considered to be in another line, or leg, from Julie, and 
thus have no financial relationship to her. Some, outdated distributor 
groups consider it wrong for people to engage in crosslining, or talking to 
crossline members. This is partly because they wish to inhibit critical 
reflection about practices of the upline, but perhaps also to discourage 
distributors from attempting every new "trickn that they hear will make their 
business grow faster. 

Crown Ambassador: The top. or nearly the top, level of achievement in Amway 
and other organizations. (see Jewel) 

Curiosity approach: lnviting prospects to corne to a meeting, perhaps about 
some vague new business opportunity, without revealing the true name of 
the company involved. This method has been used extensively by Amway 
distributors, mainly to counteract the negative image that people hold about 
the firm. Those who use it believe that it allows prospects to examine the 
opportunity without pre-judging; they Say they merely want prospects to 
judge the business after hearing al1 of the facts. Critics decry the falseness 
of this approach, and note that large numbers of people often groan and 
leave the meeting soon after hearing the true name of the company. 

Diamond: A very high level of achievement in Amway and other organizations. 
The term has become synonymous with wealth, luxurious lifestyles, and 
time freedom, even though Diamonds may not earn the huge commissions 
as is commonly believed. (see Jewel) 

Direct Distributor: A high level of achievement in Amway and other 
organizations. In traditionally structured companies, attaining this level 
would mean that Julie could order products herself, directly from the 
warehouse, instead of placing her orders through Sandra and then picking 
up her products, when they arrived. from Sandra. 



Downline: All of the distributors directly below Julie in the hierarchical chain of 
sponsorship, whether she enrolled them or not. Also called her 
"organization," or "group." 

Downline pirates: Distributors who attempt to persuade other current 
distributors to join their organization-sometimes even asking them to 
change legs within the same Company. Thus, critics Say, pirates steal away 
distributors by criticizing the targeted distributor's upline, and by 
exaggerating about the comparative wonders of the pirate's organization. 

Duplication: Sandra teaches Julie exactly how to prospect, enroll, and manage 
her downline. Then she trains Julie to do the same to her downline. The 
goal is to have a duplicable system, that is easy enough for anyone to 
accomplish and teach to new recruits, thus saving a great deal of the upline 
rnember's time. Critics Say that sometimes even lifestyle and value 
systems are seen as areas that should be duplicated. 

Emerald: A very high level of achievement in Amway and other organizations. 
one level below Diamond. 

Frontsnd: Compensation plans that are weighted to give more money to 
average distributors, and, therefore, provide less money for high-level 
distributors. (see Back-end) 

Front-end loading: Pressuring new distributors into purchasing large amounts 
of products (whether or not they have a realistic chance of selling them). 
This practice is perpetrated by unscrupulous upline distributors who wish to 
increase their group sales volume. Closely associated with pyramid 
schernes, regulators are attempting to stop front-end loading. 

Front line: Julie's closest downline members, whom she personally sponsored 
and placed on the first level of her organization. The front line may be as 
narrow as two, or as wide as imaginable-depending on the type of plan. 

Functions: Meetings or large rallies, often mainly motivational in content. 

Generations: Levels of distributors in Julie's downline. "Dorotan is on her front 
line, or first generation, and Dorota's first enrollee is on Julie's second 
generation or level. 

Get rich quick: A phrase that has corne to refer to schemes, often illegal, that 
offer to make people lots of money very quickly. A similar term is "make 
money fast." 

Ground floor: The beginning stage of an opportunity or event. To get in on the 
ground floor is to enroll while there are few others involved and supposedly 
put yourself at the "top" of the chain. This notion fails to recognize that 



Julie is at the head of her own organization, which she must build whether 
there are five people above and beside her in the company's downline-or 
thousands. 

Groups: Julie's group is her downline, or her "organization." (see Downline) 

Headhunting: Recruiting or sponsoring. When too much emphasis is placed on 
recruiting rather than product sales, the company is leaning toward being a 
pyramid scheme. 

Heavy hitter: Highly successful distributors who build large downline 
organizations, such as Ravi. Everyone wants to enroll a heavy hitter, but 
some experts suggest slowly building a large organization and becoming 
one. 

lnternal consumption: If Julie and her family eat al1 of her Acme vitamins 
themselves, and she does not retail any products to people outside of her 
downline, then she is internally consuming al1 of her products. If her 
downline does this predominantly, then her organization will have mostly 
intemal consumption instead of 'truen retail sales to people who are not 
members of Acme. This is a point of contention within the legat cornmunity. 

lnventory loading: Purchasing more products than can be consurned or sold 
quickly. If Julie buys excess products in order to increase her sales volume 
and thereby receive a higher commission or title, she will likely begin a 
cycle of "stockpilingn that leads to thousands of dollars worth of products 
being stacked on shetves or in the garage. This practice would be avoided 
if Acme did not pay commission to Julie on her own purchases. 

Jewel: A high-ranking distributor, such as Emerald, or Diamond. Named after 
the Stone, perhaps in a brooch, that distributors in some companies receive 
when they reach the corresponding commission level (and title). 

Junkies: People who attempt to build two or more downlines at once, joining 
different companies, or jumping frorn company to company frequently. 
They are "addictedn to network marketing, but fail to stay the course and 
succeed at one enterprise. 

Leads: Prospects, or possible future downline members. 

Leg: Another term for the genealogy of a downline. (see Line) 

Line: The genealogy of a downline. Sandra, Mike, Julie, and Dorota form a 
single line in Sandra's organization. (see Leg) 



MLM: Multi-level marketing. Many people now prefer the terni "network 
marketing," partly because the older term is too easily associated with 
pyramid schemes. 

Muffin clubs: Another term to disguise a pyramid scheme (see Cookie clubs) 

National Sales Director: The top level of achievement in Mary Kay. 

Open Meetings: Meetings held in Amway (and other organizations) that can be 
attended by anyone, without needing tickets in advance. These are often 
held weekly or monthly, and leading distributors "Show the Plan" to 
prospects and downline members in an effort to both motivate and enroll. 

Organization: Another term for "downline," or "group." (see Downline) 

Party Plan: A method of selling products and enrolling distributors. lnstead of 
one-on-one demonstrations or discussions, a party is held in a private 
home, and guests play a few games before a distributor demonstrates 
products from a particular company, such as Tupperware. 

Pins I Pin level: Level of achievement. Another name for the jeweled 
brooches, used in Amway and other companies, that denote a distributor's 
rank. Emeralds and Diarnonds are sometimes called high-ranking pins. 
(see Jewel) 

Pyramid schemes: An illegal operation or strategy for earning money by 
enrolling people for a fee. Recent entrants then enroll others, and so on, 
until, at a predetermined limit, the person who began the scheme receives 
the enrollment fees from a number of new recruits. The matrix takes the 
shape of a pyramid. or triangle, which splits into two new triangles as each 
one reaches its limit. Laws prohibit these plans because only a few people 
profit off a great many others at the "bottom," and even if the schernes 
operated perfectly, the geometric progression would soon mean that almost 
everyone on Earth would be enrolled (and thus most would lose their 
investment). 

Rut: Stuck in an undesirable place. This term is used by distributors who wish 
to paint a picture of hardship and misery, often referring to their former 
lives. This is contrasted with the glorious new tife they lead thanks to their 
network marketing opportunity. The term is often extended to describe 
people who work in a job, attend university, or otherwise engage in "normaln 
activities-unlike the leading distributors who lead lives of financial and 
time freedom. 

Show the Plan: Demonstrate or describe products and discuss the business 
opportunity and its compensation plan with prospects, in an attempt to 
enroll them as customers or distributors. 



Spillover: The result of Sandra enrolling several distributors, but only having a 
limited number of slots in her organizational matrix to place them. Thus, 
she may be forced to place a new recruit in Julie's downline ("under" Julie), 
to Julie's great fortune. 

Sponsored: Mike sponsored, or enrolled Julie in his downline. Thus, he is 
known as her upline sponsor, to whom she may be able to tum for advice 
about building the business. 

Stinkin' thinkin': Negative thoughts, or thoughts that are unlikely to help build 
one's business. The term originated in Amway, and is used by distributors 
who want their downline members to avoid critical thought, to maintain a 
positive attitude. and to avoid negative influences that might steer them 
away from their goal of becoming a Diarnond. 

Stockpile I Stockpiling: Another term for "inventory loading." (see Inventory 
loading ) 

System: In Amway Motivational Organizations, the strategy and methods used 
to "duplicate" the success of leading distributors. Recruits are shown what 
is supposed to be the proper method of building a downline, and any 
deviation from that plan is strongly discouraged. It includes a strong 
emphasis on "Tools." 

Tools: The devices and aids used to build a distributorship. These consist 
mainly of motivational audiotapes and books, as well as meetings or 
seminars. Critics Say these can be expensive, and most of the profits go to 
upline jewels who thus have an investment in promoting sales of Tools. 

Upline: All of the distributors directly above Julie in the hierarchical chain of 
sponsorship. This includes Mike, and above him, Sandra, followed by her 
sponsor and so on up the line-right up to the original distributor or the 
Acme corporation itself. 

Warm market: Friends, relatives, CO-workers, and other acquaintances-al1 of 
whom would likely give a warm reception when asked to look at one's 
business opportunity. (see Cold market) 

Walking the beaches of the world: A term used in Amway to describe the 
financial and time freedom that one attains at the level of Diamond. 

Women's investment clubs: Pyrarnid schemes in disguise. Women are invited 
to invest money in a club offering a high rate of retum-"but don't tell your 
husbands." The club does no? exist, and money is not invested. (see 
Cookie clubs; and Muffin clubs) 




