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                        MULTI-LEVEL MARKETING [MLM]
THIS MINISTRY HAS RECEIVED SEVERAL ENQUIRIES ABOUT MULTI-LEVEL MARKETING OVER THE PAST SIX YEARS. HERE ARE A FEW THAT I FOUND IN MY ARCHIVES IN RESPECT OF CONYBIO, DXN AND AMWAY: 
From: conrad saldanha To: michaelprabhu@vsnl.net Sent: Friday, June 25, 2004 12:48 AM Subject: Re: PATIENCE
I forgot to mention that at the retreat which I conducted we had a case of someone whom the Lord helped discern against CONYBIO! Praise the Lord!!! The Lord also seems to have shown him the evil of MLM = Multi-Level Marketing and the deception that is normally associated with it. [Fr.] Conrad, MUMBAI 
From: joseph To: info@holyspiritinteractive.net Sent: Thursday, August 19, 2004 1:30 PM Subject: need an answer

I am a Roman Catholic Some time back when I attended a Charismatic Convention in Mumbai, one of the speakers referred to AMWAY as a new-age fad and that as Christians we should not promote them. My wife is very keen that we join AMWAY as a distributor as she is convinced that it is remunerative and will help us tide over financial difficulties we encounter often. Could you give me the correct position and justification for not joining up AMWAY? 

God Bless, Joseph D’Souza, MUMBAI                                                                                                                                                                                         

From: Info Desk: Holy Spirit Interactive To: joseph Sent: Thursday, August 19, 2004 4:06 PM 

Subject: Re: need an answer 
Dear Joseph, I have forwarded your mail to Mr. Prabhu, who is very knowledgeable about the New Age Movement. He is most qualified to answer your question. He is travelling at the moment, so you might have to wait a few days for his reply. I truly appreciate your desire to do the right thing by God. May he bless you for it. God bless. Aneel Aranha, DUBAI
From: prabhu To: joseph Cc: Holy Spirit Interactive Sent: Friday, August 20, 2004 2:05 PM 
Subject: AMWAY / MULTI-LEVEL MARKETING 

Dear Joseph, Praise the Lord. Nice to meet you. 
About AMWAY, I generally know something. But nothing that I can latch on to that I can say is bad for Christians. However, I have a unique ministry and I feel that the Lord is speaking to me through this letter of yours forwarded by Aneel. You are not the first person to set off warning bells about multi-level marketing by writing to me [or to me thru Aneel]. A priest too has recently alerted me. But I need to get some printed information to read, and I need to talk to some people. I hope to be able to do that when I go to Bombay next week. If there is anything that you can enlighten me with, it will be welcome.  

Could you please tell me EXACTLY WHICH CONVENTION you talk about, the MONTH & YEAR, the LOCATION, the SPEAKER? Your disclosure is sensational! I am sure that the speaker must have done his homework right. Is he Indian? This may be the breakthrough that I am looking for. 

Also if you live in Mumbai, could you please give me your address and tel. no? If you would like to have any OTHER info. on the New Age, Alternative Medicine and Eastern Meditations please let me know. Please read my write-up on CONYBIO* which Aneel put up on Holy Spirit Interactive from Dubai. Love in Jesus' Name Michael [NO RESPONSE TO THIS E-MAIL]
PS I am forwarding this by Bcc to a priest and also to a priest-in-making who may be knowledgeable about these things and/or put me onto the right people for further enquiry.

*CONYBIO: THE CONYBIO ARTICLE WAS TO BE FOUND ON HOLYSPIRITINTERACTIVE FROM JUNE 2004
New Age: A Clear and Present Danger: [http://www.holyspiritinteractive.net/features/newage/cancer02_conybio.asp] Conybio by Michael Prabhu June 06, 2004 – HolySpiritInteractive Issue #23 
Conybio: What a Con! Holy Spirit Interactive: New Age [see the record in articles CONYBIO, page 5 and BIOCONNED!... page 2], links given by Austine Crasta, Moderator, KonkaniCatholics yahoo group on Sep. 19, 2007.

TODAY, ALL OTHER ARTICLES IN HSI ISSUE NO. 23 OPEN EXCEPTING CONYBIO!!!!!
From: henry quadros To: michaelprabhu@vsnl.net Sent: Saturday, February 18, 2006 8:36 PM

Dear brother, We read some of your articles in Streams magazine and we wanted to find out if DXN products have any connection with cults or is it a harmful alternative system because the organisation is world renowned and functions similar to Conybio. We had confusion about this for a long time and we didn’t know whom to ask. After reading your articles we understood that you are the right person to ask these things as your ministry deals with such things.
INDEX ON PAGE 143                                                                                       READ MY COMMENTS, PAGES 141, 142 
Can you please enlighten us on this matter? What worried us was that there is one formula (mushroom powder) for practically every ailment and it is very high priced. Many people all around the world use it originates from East Asian countries. They have a variety of products from tea to lipstick at very high prices. Anxiously waiting for your enlightenment.

Br Henry Quadros

MY RESPONSE: [NO RESPONSE FROM HENRY QUADROS. REMINDER 30.05.06, NO RESPONSE]
Dear Bro. Henry, I thank you for your letter to me and I apologize for the delay in responding to you.

Henry, I do not know anything about DXN* even though I carefully read every magazine that I come across.

Maybe if you post me some literature I can read it and decide. 

It could be an MLM [Multi-Level Marketing] thing, like AMWAY for instance. I know one company pushing some tea but it is not occult stuff. The preacher [X.X.] is into marketing it. I myself do not even approve of MLM because I suspect that the principles of MLM operations are not Christian. 
If you want more than the abridged stuff that comes in STREAMS, please visit my website. But if you don't have access to the internet, please tell me and I can send you hardcopies of the same. In that case, if you could please tell me more about yourself and the extent of your involvement in the Church and the Renewal, it would help me to know what to post to you. I have many articles which are only in hardcopy and therefore still NOT on my website. Love and Prayers, Michael 

*http://www.dxnmalaysia.com/ DXN is a multi-level marketing (MLM) company founded in 1993, based in Malaysia
A QUERY ABOUT CONYBIO IN KONKANICATHOLICS
KONKANICATHOLICS DIGEST NO. 485 QUERY: Is it OK to Use Conybio? 
QUERY: Is it OK to Use Conybio?  Posted by: "YYY" konkanicatholics@gmail.com  Sunday March 4, 2007 

Dear Michael, 
I have gone to your site and glanced thru Articles. Noticed CONYBIO. Can you give some insights on this as I was panning in buying some of these items, and like me many must have already or are panning to do the same. Can you please let me know from the Catholic point if it is right the use these items YYY, DUBAI [MY RESPONSE WAS NOT ARCHIVED]
KONKANICATHOLICS DIGEST NO. 486 March 5, 2007 
Dear Michael, Thanks a ton for the useful piece of advice. Probably this could be why the Lord was holding me back from buying this stuff. I hope and pray that all my other brothers and sisters who are using this and/or intend to do the same will read this piece of advice and act accordingly.
Michael, I would also like you tell me something about AMWAY products also, my brother is into it and have managed to drag me also, much against mine and my husband's wishes. I am not into it fully (i.e. attending meetings and making more members) just once I have purchased some of their products. Please advise. YYY 

Dear YYY, At the JY Conclave in Kengeri, I mentioned that there are three issues on which I lack information, but which are highly suspect. One of them is Neuro-Linguistic Programming or NLP*. I cannot recall the second. The third one is Multi-Level Marketing or MLM.                                                         *The article will be available shortly
AMWAY is MLM. I do not know much about it as I said, but there are obviously unChristian aspects to it. One of them is that one has to maintain a split personality, another is the method[s] of selling, but I do not want to commit anything till I have some concrete evidence, preferably testimonies. I have met senior people in ministry who do MLM on the side to make money. My observation: for one thing, they seem to be now depending on their own abilities rather than Providence, and the other is that they talk FIRST and MORE about the products that they are selling than about the Lord and Kingdom work, because they have to sell you something, which is not the Gospel!!!! [And that would apply to me too even if I were not in fulltime ministry.]
One can immediately see that their priorities have changed!!!!! Check out and see what the FIRST thing is- that comes to mind- when one meets someone new. Does one look at him/her as a link in the chain and someone who will enhance one’s position in the group, and also be a source of income to one? I am not saying that it is terribly bad. And I don't want to be accused of being narrow-minded or condemnatory, but for believers it is something worth thinking over in case they have been affected but never realised it. Speaking for myself, I would like that when I meet someone for the first time, I would think of them as God's children whom I might be required to minister to, or be ministered by. Not as prospects for MLM. Sorry I can't do better than that right now. Love, Mike
KONKANICATHOLICS DIGEST NO. 490 March 9, 2007
Hi Michael, Do not know of NLP. But on MLM - I think we should separate the two and keep the line clear. No I am not in MLM. One is business and the other is Gospel. Church and its contacts better kept off this line of activity. Daniel CHENNAI
[Dear Daniel] Interesting reply - Similar to the one, quite often heard 'My faith is between me and My God'.
What happens in such a statement, the very purpose that God chose you ('Go preach, and make disciples') is lost. How can one say he led a good Christian life, if he has not led even one person to know Christ the Saviour?
Similarly business and Gospel, cannot be separated, There are many ways to become rich, being a mercenary means good money, well that is his business, so he keeps the Gospel out of it - forget that the Gospel says, thou shalt not kill? Or a businessman who cheats - that's his way of making money - forget thou shalt not steal? Well truly, we cannot, just cannot separate CHURCH and our day to day activities - We cannot become Christians only in Church. And what Bro. Michael says is right, for every MLM agent, every person he meets becomes a prospective agent, through whom he can profit. God Bless Salvador Fernandes DUBAI, UAE


From: milagres pereira To: michaelprabhu Sent: Monday, March 23, 2009 2:14 PM Subject: ticket

Michael 
What do you think of this? I tried this google search 'Is Amway new age?' And this is what I get. 
You know I hear many good Christians fall into this trap of money greed.
http://www.cults.co.nz/a.php
http://en.wikipedia.org/wiki/Amway (See AMWAY [From Wikipedia, the free encyclopedia] pages 4, 5- Michael)
Milagres Pereira, GOA 
Artha Tatwa group CMD Sethi arrested

http://mlmclue.com/Newspage.aspx?lblid=317 

Bhubaneswar: A special team of Commissionerate Police, which is probing the multi-crore fraud case lodged against the Artha Tatwa (AT) group, arrested the Chairman-cum-Managing Director (CMD) Pradeep Kumar Sethi from his farm house at Khurda Sunday night.
Many incriminating documents, cash and gold ornaments have been seized from his possession. Raids are also being conducted at Cuttack, Puri, Dhenkanal and other places to nab his associates, a senior police official said.
During interrogation, it was found that he has duped investors to the tune of over Rs 200 crore under various schemes. Sethi will be produced in the court of Sub-Divisional Judicial Magistrate (SDJM) here Monday, the official added.
Earlier, the Commissionerate Police did not take any action though complaints piled up against the AT group. However, a case (43/13) was registered on the basis of a complaint lodged by former DIG Sukumar Panigrahi with Kharvel Nagar police Feb 6 under Sections 420, 120(B) and 406 of IPC against 12 AT officials, including Sethi.
According to reports, the company duped people across the State through 13 companies under AT group. The AT officials lured common people through schemes like fixed deposits, recurring deposits, monthly income plans, gold FD plan and trading plan, claiming that the company is certified by the Central and State Governments, RBI, SEBI and other financial institutions.
Investors and agents have alleged that the company has garnered over Rs 70 crore from the city and has collected over Rs 500 crore from over 50,000 investors from across the State.

Abhaya Gold MD arrested

http://mlmclue.com/Newspage.aspx?lblid=319 

Vijayawada: Taskforce police arrested Sri Abhaya Gold Company MD Koganti Srinivasa Rao for cheating the investors and public. Since from few years Sri Abhaya Group collecting deposits in the name of real estate and not giving maturities to the investors. This company doesn’t have permission from RBI/SEBI to collect deposits from the public. Police booked the case on the company and arrested. Police will also arrest directors of the company.
http://www.youtube.com/watch?feature=player_embedded&v=mc1xVhIazeY
Maxforexonline directors arrested

http://mlmclue.com/Newspage.aspx?lblid=320 

NEW DELHI: The owner of a money circulation company has been arrested for allegedly cheating over 250 people to the tune of Rs 1 crore.
The accused has been identified as Amit Kothari, a resident of west Delhi's Paschim Vihar, who presently lives in Dubai. Kothari was arrested by Delhi Police's Economic Offences Wing at IGI Airport on May 15 while returning from Dubai. His aide Manoj Sharma is still absconding.
Police received a complaint that a company named Maximus Trade Incorporation had launched some schemes in January, 2010 inviting investments from public. They created a website Maxforexonline.biz showing their schemes/plans on the internet.
"The accused represented their company as dealing in the business of foreign currency exchange saying that there is huge margin in the business and their company was exempt from paying income tax etc. being situated in off shore zone. They assured a return of 15% to 20% per month on investments. After collecting crores of rupees, the accused persons closed their website and absconded from their addresses,'' said joint CP (EoW) Sandeep Goel.
Kothari, a B.Com graduate from Delhi University, met Manoj Sharma while he was working for a software firm. Together they hatched a conspiracy to cheat general public and launched the schemes of investments.
Liberty Reserve digital money service shut down, founder arrested

http://mlmclue.com/Newspage.aspx?lblid=322 

Costa Rican-based digital currency service Liberty Reserve was shut down on Thursday after the reported arrest of its founder, Arthur Budovsky.
Budovsky was taken into custody in Spain on suspicion of money laundering following an investigation that also involved the US. Police have also raided several of his properties and seized his computer servers.
Central American newspaper the Tico Times reported that investigators allege Budovsky's businesses in Costa Rica were used to launder funds from child pornography websites and drug trafficking.
Liberty Reserve had described itself as being the internet's "oldest, safest and most popular payment processor... serving millions all around a world."

It allowed users to open accounts and transfer money by only providing a name, date of birth and email address. Those and other lax security features made it popular among cyber criminals who wanted to move money and make payments anonymously.
In April 2011, it was discovered that Liberty Reserve customer information was accessible to Amazon. A reported script problem in August 2012 also ended up locking users out of their accounts, some of which had tens of thousands of dollars in them.
And this isn't the first time Budovsky has had trouble with the law. In 2006, the Liberty Reserve founder and his partner, Vladimir Kats, were indicted in the US on charges related to their business, Gold Age. Authorities said Gold Age had illegally transmitted at least $30 million to digital currency accounts, leading to the sentencing of the two men to five years in prison in 2007. The pair only ended up serving probation.
Budovsky then left the US and headed to Costa Rica, where he started his latest business, Liberty Reserve.
MMM INDIA main promoters arrested by Assam Police 
http://mlmclue.com/Newspage.aspx?lblid=325 

As cautioned public now police arrested MMM INDIA main promoters in India and Russian persons in Assam for cheating.
SO DONT PROMOTE MMM INDIA.IT WILL CREATE PROBLEM FOR YOU.POLICE ARE SERIOUS ON THIS MMMM INDIA OPERATIONS.
GUWAHATI: City Police arrested six officials, including three Russians, for running a money circulation scheme by Mavrodi Mondial Moneybox India or MMM India from a private hotel here on charges of duping several customers in the state.
The three Russian agents were identified as Alexei Muratov, Danis Rosaov and Andre Kilyn. The other three are Dinesh Kotian, Rimish Balan, both Mumbai based officials of the company, and Nabajit Das, a local agent.
Police have booked them under the Prize Chits and Money Circulation Schemes (Banning) Act, 1978 and sections 120 (B), 406, 420 of the IPC. Police are likely to slap IT Act sections too. The police move came in response to a complaint by one Kunal Kishor Singh who registered a fraud case against the firm.
"In the name of charity, these officials collect money from several people of the state. Though their operation in state was at the preliminary stage, they were trying to spread tentacles across the state. They even organized a seminar on Tuesday to lure the investors," said IGP (central western range) L R Bisnoi.
The officials were on their second visit to the state. One of the officials posed himself as a Russian journalist. Police have already seized their belongings.
"Punjab Police have confirmed that they have duped investors of Rs 15 crore there. In Assam, we have information that they were at least 20 to 25 people who invested in the scheme. Further interrogation will reveal more," he added.
The ponzi scheme operates only through internet to avoid all kinds of legal permissions and regulations.
Investor fraud case: Sahara Group chief Subrata Roy grilled by SEBI over assets

http://www.indianexpress.com/news/investor-fraud-case-sahara-group-chief-subrata-roy-grilled-by-sebi-over-assets/1100353/
PTI : Mumbai, April 10, 2013

Market regulator SEBI today questioned Sahara Group chief Subrata Roy and three other top executives about their assets and investments in connection with the high profile alleged investor fraud case involving refund of an estimated Rs 24,000 crore to over three crore investors. 

In their personal appearance that lasted for about one hour, Roy and three other directors of Sahara companies were asked about their personal assets as also those of the companies so that SEBI can proceed with sale of these assets to realise the funds for refund to investors. 

SEBI had summoned Roy, Ashok Roy Choudhary, Ravi Shankar Dubey and Vandana Bhargava for a personal appearance before its whole time member Prashant Saran through an order issued on March 26. 

After his appearance, Roy told waiting reporters that he was asked about his personal assets which he thought was a point for concern for SEBI. 

"My personal assets appear to have troubled SEBI," he said, while adding that most of the investors had been paid back and the remaining money to be refunded was with the market regulator. 

Roy said he was asked by SEBI whether he had any assets beyond those declared by him. "I was asked about my personal assets and I told them that I have declared all my assets." 

He said that Sahara group was concerned about delay in refund by SEBI and accused the regulator of not having taken any steps for months together to return the money to those investors who have not been refunded as yet. 

Sahara chief said SEBI's questions were limited to his personal assets and the regulator was not taking any steps for returning investors' money from Rs 5,120 crore submitted by the group to SEBI. 

The group claims that it has already returned a bulk of the total Rs 24,000 crore refund to investors directly and the total outstanding liability was less than Rs 5,120 crore given to SEBI towards investor refund.
MLM IN THE FOLLOWING ARTICLES:

FOR CONYBIO 01, SEE http://ephesians-511.net/docs/CONYBIO_01.doc
FOR CONYBIO 02-FALUN DAFA, SEE http://ephesians-511.net/docs/CONYBIO_02-FALUN_DAFA.doc
[do a word search for 'MLM']
FOR BIOCONNED-WATER, MAGNETIC, FAR-INFRA-RED NEW AGE 'WELLNESS' PRODUCTS, SEE http://ephesians-511.net/docs/BIOCONNED-WATER_MAGNETIC_FAR-INFRA-RED_NEW_AGE_WELLNESS_PRODUCTS.doc
FOR BIO DISC [ANOTHER PRODUCT SOLD BY MLM], 

SEE http://ephesians-511.net/docs/BIO_DISC.doc
FOR AMWAY, SEE http://ephesians-511.net/docs/AMWAY_MULTI-LEVEL_MARKETING.doc
FOR AMEGA GLOBAL, BIOLIFE™ AND RUDRAANSHA [MORE PRODUCTS SOLD BY MLM],

SEE http://ephesians-511.net/docs/AMEGA_GLOBAL_BIOLIFE_RUDRAANSHA.doc
[AMEGA avoid the MLM term, preferring instead to use "Network Marketing" which amounts to much the same thing.]
MULTI-LEVEL MARKETING HAS BEEN LIKENED TO DIRECT SELLING [ILLEGAL IN CHINA] AND MONEY-CIRCULATION SCHEMES [ILLEGAL IN INDIA] AND HAS BEEN ALSO DESCRIBED AS NETWORK/REFERRAL MARKETING AND PYRAMID SELLING SCHEMES 
SOME EXCERPTS ON MULTI-LEVEL MARKETING FROM MY ARTICLE ON AMWAY
With soap in their hands and hope in their hearts Ramjee Chandran 30 April 2002 [REGARDING AMWAY]
http://mlmcrimealert.blogspot.com/2008/02/with-soap-in-their-hands-and-hope-in.html From Economic Crime Watch
Source: http://www.domain-b.com/companies/companies_a/amway_india/20020430_hope.html EXTRACT:
HOW IT WORKS Amway's operations rest on what is called Multi Level Marketing (or MLM). It has been called 'network marketing', 'pyramid selling' (a phrase that inspires vitriol among Amway types).
It has also been compared to a chain letter or the buying of a lottery ticket. How it works is both simple and complicated at the same time. You try and sign up others as fellow Amway distributors. You get commissions on whatever they buy. You also get commissions on the purchases made by the people whom they in turn sign up as Amway distributors. The more people you sign up, the more they will buy. The more they buy, the more money you will make… 

What is a pyramid scheme? China recently banned direct selling. The Chinese government defended its move on the basis that direct selling operations like Amway can easily turn into 'pyramid scheme' operations without thorough regulation. In a typical pyramid scheme, people are obliged to buy over-priced products which they cannot return. The only way that the company makes money is by bringing more and more people into the network. The company makes money on their initial sign up fees. Such companies would not care if products are not sold, since the pressure to move products rests with the 'distributors'. The distributors also are motivated to sign up more and more people because that's the only way they can move any products. The danger of the pyramid scheme is that those who join later in the scheme are stuck at the bottom of the pyramid and have very little chances of making any money. But no one wants to believe that he is at the bottom of the pyramid. And the effort to sign up people far exceeds the motivation to sell products from door to door. The Federal Trade Commission of the USA ruled that Amway was not a pyramid. The basis for its decision was that Amway encourages its distributors to sell products at a retail level. But The Advocate newspaper in the US reported that these rules are not enforced, followed, in fact, not even monitored. Suggesting that Amway is a pyramid scheme evokes considerable ire among Amway people. All of them parrot the standard Amway comeback that every corporation is a pyramid. The guy at the top makes more money than the bloke at the bottom. But in a commercial operation, that is any company, nobody takes money from all the employees as Amway does from all its salespeople.
Then, by some chance, if all these people actually manage to spend Rs 1,500 a month on products, Amway will giggle into their bank manager's sleeves having earned another Rs 18,954 million (Rs 1,895.40 crores or US$ 473.85 million) on sales every year. Surely, the numbers I have outlined above are absurd. No one supposes that Amway will turn this kind of money around. But the significant thing is that these calculations are based on Amway's numbers, not mine. I seek to demonstrate from these numbers that no matter how many Amway sales people there are and how much they buy every month (even if they do not buy anything), Amway stands to make a lot of money from the initial sign up fees. Because, for Rs 4,200, you get about Rs 2,000 worth of products. (It means they have sold Rs 2,000 worth of products for Rs 4,200) The rest, they say, goes towards giving you a 'business opportunity'. In addition Steven Beddoe [Amway - Delhi] informed me that each year, distributors will have to 'renew their contract. He wouldn't confirm the exact amount they will have to pay, but said it would be in the region of Rs 1,200. So, the existing 6,500 people will give their American masters a revenue of Rs 78 lakhs a year ... money for jam. One Amway distributor told me that if he did not buy products worth at least Rs 1,500 every six months, he would be bounced out of the system. One Amway employee denied this. Another distributor said that the distributor I spoke to was 'a bullshitter'. (Frankly, I found it difficult to establish who should be believed.)If this is true, Amway stands to make about Rs 2 crores a year from this minimum performance requirement. Add to this the number of others (in the entire country) who may have signed up and your guesstimate on Amway's profits is as good as mine. They could recover more than their entire capital cost in a quick manner with a hefty profit to boot, without any heartburn about selling products. If they were keen on selling products, they would appoint a number of sales agents… 
(Courtesy: Bangalore Magazine and www.angelfire.com)
AMWAY [From Wikipedia, the free encyclopedia] http://en.wikipedia.org/wiki/Amway EXTRACT:
CONTROVERSY 

In September 2006, following a public complaint, Andhra Pradesh state police (CID) initiated raids and seizures against Amway distributors in the state, and submitted a petition against them, claiming the company violated the Prize Chits and Money Circulation Schemes (banning) Act.[67] They shut down all offices of firm Amway, and Arijit Saha writes that "with it the fate of 80,000 distributors of the company has been indefinitely sealed". The enforcement said that the business model of the company is illegal.[68] The Reserve Bank of India (RBI) had notified the police that Amway in India may be violating certain laws regarding a "money circulation scheme" and the IB Times article writes that "some say ... Amway is really more about making money from recruiting people to become distributors, as opposed to selling products."[68] The complaint was initiated following a dowry dispute between a local man and his wife, an Amway distributor.[69] 
Following a petition by Amway, the state High Court issued an injunction against the CID and stated the Act did not prima facie apply,[70] however after Amway requested the CID petition be dismissed, the High Court declared that if police allegations were true, Amway's Indian subsidiary would be in violation of the act and the investigation should continue. On August 14, 2007 the Supreme Court of India ordered the state police to complete the investigation against Amway in 6 months.[71] In 2008, citing the High Court decision, the Andhra Pradesh state government enacted a ban on Amway media advertisements.[67] Amway challenged the ban and in July 2009 the AP High Court refused a petition the ban should be enforced.[72] As of June, 2009 the original 2006 CID case was still pending at the Chief Metropolitan Magistrate Court in Hyderabad.[73]
Pyramid scheme accusations
Amway has several times been accused of being a pyramid scheme. A 1979 FTC investigation in the United States (see below) and a 2008 court judgement in the United Kingdom dismissed these claims.[64].

FTC investigation Main article: In re Amway Corp.
In a 1979 ruling,[16]

 HYPERLINK "http://en.wikipedia.org/wiki/Amway" \l "cite_note-64#cite_note-64" [65] the Federal Trade Commission found that Amway does not qualify as a pyramid scheme since Amway compensation system is based on retail sales to consumers, not payments for recruiting.
It did, however, order Amway to stop retail price fixing and allocating customers among distributors and prohibited the company from misrepresenting the amount of profit, earnings or sales its distributors are likely to achieve with the business. Amway was ordered to accompany any such statements with the actual averages per distributor, pointing out that more than half of the distributors do not make any money, with the average distributor making less than $100 per month. The order was violated with a 1986 ad campaign, resulting in a $100,000 fine.[66]
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68 ^ a b Saha, Arijit (13 December 2006). "Amway in hot water in Hyderabad over "business model" controversy". IB Times. http://www.ibtimes.co.in/articles/20061213/amway-mlm-business-model.htm. Retrieved 17 January 2010.  
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73^ Writ Against Amway [FOR COMPLETE DETAILS, SEE MY AMWAY REPORT]
Amway was held illegal in India by High Court of AP and Supreme Court of India February 10, 2008 
High Court of AP and Supreme Court of India held Amway's scheme as Money Circulation Scheme (Pyramid scheme) banned in India. High Court of AP Order 

http://mlmcrimealert.blogspot.com/2008/02/high-court-of-ap-and-supreme-court-of.html 
[See pages 6-9 of AMWAY article for details]
Amway UK On 9 January 2006 the Secretary of State for Trade and Industry (then known as the DTI - Department of Trade and Industry, later changed to BERR - Department for Business Enterprise and Regulatory Reform) initiated an investigation into the operations of Amway UK, Britt World Wide (BWW), and Network TwentyOne. On 11 April 2007 the Secretary of State presented a petition to the UK Company Court for the winding up of all three companies. After negotiations, BWW elected to cease operations in the UK and the case was dropped. After agreeing to abide by the findings of the investigation into Amway, the case against Network 21 was also dropped.

Upon filing of the petition Amway immediately called a moratorium on all new sponsoring and a ban on the distribution of all non-Amway produced Business Support Materials. Shortly after, Amway introduced a number of fundamental changes to the business model in the United Kingdom and Republic of Ireland. The case was found in the favour of Amway UK and the revised business model was allowed to trade on in the UK. [Wikipedia extract end]
High Court dismisses claims against Amway http://www.rickross.com/reference/amway/amway117.html  

Amway UK cleared at the High Court of 'dream selling', operating an unlawful lottery and being an unlawful trading scheme Times Online, UK May 14, 2008 
The British subsidiary of one of the world's largest multi-level marketing groups has defeated a Government attempt to close it down after claims that it was operating unlawfully. Amway (UK) was cleared at the High Court of "dream selling", of operating an unlawful lottery and of being an unlawful trading scheme. 

However, the company had to give several legal undertakings including not to recruit further sales agents until it had publishing details of their average earnings and to scrap its annual charge to register as a distributor. 

The company, part of a worldwide group with three million sales agents and an annual turnover of $6.5billion (£3.3billion), had been the subject of a Government investigation last year. 
John Hutton, the Business Secretary, attempted to force the closure of the company after investigators allegedly found that just six per cent of sales agents were earning 95 per cent of the bonus income. 

But Mr Justice Norris dismissed the petition to wind up the company after hearing that it had modified its business model to address the Government's concerns and had given a series of undertakings about its future conduct. 

Amway, established in this country for 30 years, sells over £10 million of products in the UK annually, including cosmetics, jewellery, water filters, dietary supplements and cleaning products, through a multi-level network of more than 30,000 independent business owners (IBOs). 

The judge said one of the risks of such a set-up was that it might be exploited as a pyramid selling scheme, making money by recruiting others rather than trading in good or services. One of the main objections to Amway was that, in the past, people were being "sold a dream "which had very little prospect of becoming reality. 

Very few IBOs made any profit, and many made a loss through having to pay a £28 registration and an annual £18 renewal fee, the court heard. But Mr Justice Norris said: "Amway is openly selling a proposition to prospective IBOs, not providing careers advice. "In inviting people to make a modest financial but significant personal commitment, it has a legal duty not to misstate the facts on which the decision to commit will be made," said Mr Justice Norris. "By a fine margin, it has complied with that duty." 

The High Court heard that between 2001 and 2006 the number of British agents not earning any bonus income at all varied between 69 per cent and 78 per cent. In 2004/5 only 74 agents out of 25,342 earned more than £10,000 in bonuses. 

Mark Cunningham, QC, on behalf of the Government, had told the court that Amway's promise that agents could make "substantial financial rewards" amounted to "selling a dream". 

He said that the company operated a "pernicious" scheme which encourages agents to recruit family, friends and colleagues to the group so that they themselves can move up to that "very narrow group that makes any money". 

He said that the Amway scheme involved targeting the "gullible "deluded" and "vulnerable" to joint he scheme and accused it of "dream selling". 

However, Mr Justice Norris accepted that the company's "radical" new business model - adopted after the Government threatened legal action - would guard against misrepresentation or misunderstanding as to how the operation worked. 

It would also give greater prominence to the retail nature of the business - eliminating the attraction of recruiting consumers - and would not require any initial financial commitment from those who did join. 
An Amway (UK) spokesman said: "We will work tirelessly to make certain we do not find ourselves in this position again. We are proud of the more than 100 UK-based Amway employees and more than 10,000 distributors there who have stood by us during this difficult time." 

Steve Van Andel, Amway chairman, and Doug DeVos, president, yesterday wrote to agents worldwide saying the High Court judgment validated "the significant reforms we have made to out business model in that market". 

The message continued: "This is not a pop-the-champagne victory. This is a reminder that the marketplace and regulators hold us to the highest standards. We have an obligation to meet those standards - and we intend to do so. Even though he dismissed all three claims against us, the judge also had harsh words for Amway. He was not pleased with the way some IBO organizations had misrepresented the opportunity in the UK, and held us responsible for failing to enforce our rules." 

Amway has become one of the world's most successful multi-level marketing groups since being founded in America in 1959. Co-founder Rich DeVos is 288th on the Forbes magazine list of the richest people in the world with an estimated fortune of $3.7 billion. 

However, the High Court heard that in Britain the company had faced "serious and sustained financial difficulties" in recent years. Between October 2000 and December 2005 it made an annual average losses of £2.9million. The firm was dependent on the support of its European parent company which in turn derived most of its income from its shareholder in Amway Korea, the court was told. 

In recent years, Amway has expanded rapidly in Asia and the Far East, especially in China, Japan and Thailand. The region now accounts for an estimated 80 per cent of its business. 

In 1979 the Federal Trade Commission in America cleared Away of being an illegal pyramid scheme, although it found that the company made misleading earnings claims to recruit new distributors. 
AMWAY®, QUIXSTAR®, TEAM OF DESTINY®, TEAM®, NETWORK 21 http://www.skepdic.com/amway.html 

EXTRACT: Amway is the largest multi-level marketing (MLM) organization in the world… In Amway, one is recruited as an "independent" distributor of Amway products by buying a couple of hundred dollars' worth of the products from the one who recruits you, known as your "upline." Every distributor in turn tries to recruit more distributors. Income is generated by sales of products by the distributor plus "bonuses" from sales of his or her recruits and their recruit-descendents…
Amway defenders take offense at describing this method of sales and recruitment as akin to a pyramid or chain letter scheme. It is true that MLM as practiced by Amway is not an illegal pyramid scheme. Amway has been taken to court for being an illegal pyramid and the courts have ruled that since Amway does not charge people either for joining Amway or for the privilege of recruiting others as distributors, it is not an illegal pyramid. Illegal pyramids and chain letters have no product. Amway has lots of household products: from laundry detergent to vitamins, from cosmetics to water filters. Amway is a legal pyramid scheme. 
The legal pyramid

There are several distinct aspects of MLM schemes that justify calling them legal pyramid schemes. One is the aspect of the chain or line of distributors whose income depends primarily not on their own sales of Amway products but on sales made by others whom they've recruited. The actual practice gets fairly complicated…
An Amway customer is not just buying a detergent, but is recruited into being a minister of a faith with a complicated bookkeeping scheme. Why not just go to your local store and buy soap, you ask? Because the agent is someone you know, or who knows someone you know, who's invited you over for coffee to tell you about a great opportunity. Odds are good that you'll either buy something out of politeness or a genuine need for soap or vitamins, etc. Perhaps you will become an agent yourself. Either way, the agent (distributor) who sold you the soap or vitamins makes money. If you become an agent (distributor) then part of every sale you make goes to your recruiter. The new recruit is drawn into the system not primarily by the attractiveness of selling Amway products door to door, but by the opportunity to sell Amway itself to others who, hopefully, will do the same. The products seem secondary to the process of recruitment. Yet, the distributors will learn to talk about little else than the product and its "quality." What justifies MLM schemes is the high quality of their products. What entices the recruit, however, is likely to be the attractiveness of making money from others' sales, not the products themselves…
In the United States, the Federal Trade Commission requires Amway to label its products with the message that 54% of Amway recruits make nothing and the rest earn on average $65 a month. No such labels are required in other countries, but the facts are clear. Most people who get involved in Amway will not make money.
Far from boosting their incomes, the vast majority of those who become Amway distributors, particularly those in 'the system', are likely to end up losing money.  
… Amway has made a very few people very rich while paying its foot soldiers more in inspiration than in cash.
[See pages 17-20 of AMWAY article for details]
UNION FIGHTS AMWAY AT VANCOUVER IRB http://www.robinkers.com/antiamway.html EXTRACT:
On March 17, 1998, at the request of employees and the union local, a complaint was filed concerning the Amway business and promotional activities conducted by a supervisor at the Vancouver offices of the IRB [Immigration Refugee Board]. Specific details of the complaint can not be made public however the purpose of this web page is to warn of the tactics used by Amway distributors on government worksites and to demonstrate the difficulties faced by employees who find workplace multi-level marketing harassment offensive…
Multi-level Marketing (MLM) harassment 
(An excerpt from an article http://skepdic.com/mlmhar.html in the Skepdics Dictionary.)

Multi-level Marketing harassment is a form of economic harassment in the work place whereby a superior uses his or her power to recruit a subordinate into a multi-level management scheme. Like sexual harassment, MLM harassment can be subtle or blatant. The most blatant form would be using the direct threat of not hiring or promoting, or even firing someone for not agreeing to become an independent MLM agent. Of course, talented managers know many subtle ways to suggest to their subordinates that their success with the company depends upon their saying yes to the boss. 

One of the most successful MLM companies is Amway. The basic formula is simple. 
First, there is the "Company", which has a product or array of products. Second, there are the independent distributors who (a) sell the Company product and (b) recruit new distributors who do the same, ad infinitum if possible. The reason distributors don't just sell the Company product is that they receive "bonuses" for sales made by their recruits. 
Theoretically, the richest independent distributor would have dozens, hundreds, thousands, even millions of subordinate distributors who would be doing the actual selling, while the Big One did little or no selling of the Company product at all. That is, the emphasis of MLM schemes is not selling the Company product but selling the Company itself. 

It should be obvious, then, that the Big Cheese of a non-MLM company could stand to reap substantial economic rewards from having a little army of "independent distributors" (read "coerced employees who will buy the MLM Company products and recruit others to do so). MLM infestation is inevitable in non-MLM bureaucracies. The main bait may be the promise of extra cash to the subordinate, but superiors (managers, purchasers, personnel officers, supervisors, etc.) are really interested in their own extra cash. Superiors who have bought into the Unimagined Wealth Dream of most MLM schemes will not have many scruples recruiting their subordinates. It is possible that the superiors may even deceive themselves into thinking that they are offering bona fide economic opportunities to their subordinates. It is also quite likely that many employees will not feel coerced but will buy into the Unimagined Wealth Dream themselves. (Just as some bosses may delude themselves into thinking that they are really offering an opportunity to an employee's sexual happiness when they make sexual advances to a subordinate. And, just as some people who are seduced by their bosses, end up marrying the boss.) These facts complicate matters, and may sometimes make it difficult to prove harassment occurred. After all, if you are agreeable, how can anyone say you were harassed? 

But it is not just large, bureaucratic businesses which may see MLM harassment. Schools, for example, may also be prone to MLM harassment. In fact, anywhere there is a person who has power over others, the opportunity for MLM harassment emerges. Fear of not being hired or re-hired and fear of not being promoted or of being fired can be powerful incentives to get on board the MLM bandwagon. As far as I know, there are no laws prohibiting superiors of non-MLM organizations from recruiting inferiors into MLM schemes. Nor are there laws for discriminating against someone solely on the grounds that they did not want to join an MLM scheme. Thus, even if you could prove beyond a reasonable doubt that the only reason you were fired from your last job as a structural engineer was because you refused to become an Amway agent when asked to do so by your superior, you may have no recourse in a court of law. 
Because of the potential for abuse of power, one would think that companies and organizations would as a standard rule prohibit MLM recruitment. But how many of us have worked at a place which has a policy against MLM harassment? Very few, I think. [See pages 27-28 of AMWAY article for details]
CHRISTIAN CRITICISM OF AMWAY AS MLM
AMWAY AND THE MASONIC LODGE by Texe Marrs Exclusive Intelligence Examiner Report
http://www.texemarrs.com/031998/amway.htm EXTRACT:
Amway's spiritual philosophy is, in my opinion, perfectly in tune with the so-called prosperity gospel.* Advocates of this false gospel claim that if you consistently think positive and speak positive, God will make you fabulously rich. This is a horrendously false teaching and must be rejected by true Christians. Bible believers well know and accept that any true child of God must be willing to accept hardship, persecution and deprivation if that be God's will. 

The pep rallies of Amway and similar commercial groups whip up emotions of a greedy nature and cause listeners to focus first and almost exclusively on money and success. But the Bible tells us to seek first the Kingdom of God and His righteousness. Yes, the "positive" crowd may add in a little spirituality and may occasionally sprinkle in some Christian lingo, but it's too often an afterthought, an aside. How sad and pitiful—and how devoid of true riches and prosperity—is their message.

Perhaps this is why I am now so often besieged by folks telling me of New Age visualization and meditation, nature worship, and other New Age practices taught and encouraged by their Amway distributors. Whether this (officially) comes from the top down I do not know, but it does exist.

I am sure that Amway has its good points. Certainly, its supporters will respond to this article and vigorously defend the company… My comments here should, therefore, be read with caution and without making a hasty judgment.

Moreover, I realize that there are many fine, sincere people involved in distributing and selling Amway products. I make no rash judgments about their motives, nor do I question the depth of their faith. My purpose is to simply cause Christians to reflect on the true meaning of the Gospel and compare that with the principles of mammon which I believe are strongly espoused by Amway and other multilevel marketing organizations.*    *see following article- Michael

AMWAY or GOD'S WAY http://www.letusreason.org/current6.htm by Mike Oppenheimer**

[AMWAY and the Prosperity Gospel and Positive thinking- Michael]

The multi-level marketing business called Amway was founded by two roommates in a Michigan basement in 1959. They started with a single soap product and it grew into a company worth over $4.5 billion-a-year.  11,000 workers are employed across 50 countries in the world. And it has become a successful world - wide business. 

While there is nothing inherently wrong with a Multi Level Marketing business, there are some aspects of Amway that do become a concern, especially for Christians. 
The corporation makes the disclaimer that it is a business and does not endorse a particular religion; however there is an apparent Christian emphasis with many of its leading “independent” distributors. Many Christians have become involved in the selling of the products and are reading books that use Christian terminology. Amway's business is known for its high-powered sales techniques. Certain distributors have combined their business with evangelization with the intent of reaching people for Christ. This is something Amway does not endorse but has allowed to the individual. This can happen at certain Amway meetings depending on who is running it and who is their target audience. 

Amway's persuasion for success is that you do you not want to be owned by business, or be an employee the rest of your life. You want to have freedom to spend time with your family and personal pursuits.  What they don't often tell the newcomer is that the required investment in the business takes a great amount of time (and investment) for any substantial results. This can bring even further strain on families that are already lacking time together. People want results for their time but they don't often understand that it can take more time and effort to build their own business. Many have quit before seeing the results because they have not materialized as quickly as they thought (or were told). Others have stuck it out and have become successful, some very successful.

Who are the people who join?  They range from the formerly well educated to the non-educated, Doctors, Nurses, College graduates, to those who want to see the potential of a home business. Many have achieved a certain level of success that they state is satisfying for the lifestyle they want to live. 

They claim everyone wants their products. Everyone is in need of some kind of product or service. You appeal is to certain businesses, friends and families. Great bargains offered in the Amway package attract those searching for a new business.  Many do not know that today the huge shopping centers give a good a bargain equal to Amway. The exception is, you’re not the middle - man the store is. 

It is not my intent to delve into all the pros and cons of the MLM plans. 
What I do want to address is its use of Christianity and its authors. 

Many 'Christian' Amway distributors concentrate their recruiting among non -believers. They attract them into the business by first appealing to their want for financial success. Then they will invite them to a meeting where the gospel will be given. This is somewhat deceptive in its means. So often I hear people say they are involved so others can hear the gospel, but this is not presented clearly at first. Then there are Christians who want to get other Christians involved. I have also seen first hand the abandoning of Sunday Church service for attending Amway meetings. 
One would wonder if they are pro Christian or family why they would schedule a meeting on this day. The opposite also occurs, where many in the Church become involved and it becomes an Amway fellowship. This can especially occur in the Word/ Faith* Churches more often because of their inclination to the same type of books. It is this activity that I specifically want to address. *prosperity gospel/ positive-confession- Michael
Amway distributors become teachers, trainers and sponsors of those they recruit. While this may seem to be a good opportunity to present Christian principles in a discipleship format, the training materials, particularly the reading lists given out promote a dangerous mixture of positive mental attitude (PMA) with a “Christianized” veneer. Those who make an honest commitment to Christ can often become involved with PMA positive-confession beliefs.  The system by default encourages people to be more materialistic; which is not so surprising from the books and material they promote. 
The book reading list includes; Charles Capps “The Tongue: A Creative Force,” such authors as Napoleon Hill's “Think and Grow Rich,” as well as works of PMA theologians Norman Vincent Peale (Positive Thinking) and Robert Schuller (Possibility Thinking). Motivational speaker Zig Zigler and many others are part of this list. Amway as a business does not endorse all these books but they are recommended by many of the Christian distributors.  

Terms such as “speaking it into existence” and “get what you speak” are used by these authors and encouraged by others in Amway. Visualization techniques, such as thinking of a particular goal or item (such as a car or new house), or a specific amount of money, are also encouraged. The new down-line are encouraged to paste pictures of their desire on their refrigerator, bathroom mirrors, etc. They are also instructed to paste quotes from the different authors on the reading list in different places, and repeat these “success” and “positive thinking” quotes just as the author recommends.

Let’s look at some authors not so well known as the former ones mentioned to see what is being handed out to people for reading. They hand out Your New Beginning STEP 2 by to those who just got saved that certainly does not clarify things but muddies the waters. While he does have some good things to say this is outweighed by the underlying theme he promotes.  Since this article is not to be a pat on the back but to bring to light what they are teaching the new converts...

Your New Beginning STEP 2 by Dr. Willie Malone
This is how Malone interprets Romans 8:14-17: “Notice that you are a son of God. You are a child of God and therefore are an heir of God and a 'joint-heir with Jesus Christ. That means that everything in the Kingdom of God belongs to you too. Everything that God has, you have a legal claim to. He desires to give you His blessings. He wants you to have your rightful inheritance. Jesus Christ went to the cross and suffered so that you would not have to suffer. He bore the stripes on His back for your healing. The chastisement of your peace was upon Him. (Isaiah 53:5.) He became poor that you might become rich”. (2 Corinthians 8:9) (p.12). 

Really! This is typical word/faith teaching. And what of Romans 8:17-18: “and if children, then heirs-- heirs of God and joint heirs with Christ, if indeed we suffer with Him, that we may also be glorified together. For I consider that the sufferings of this present time are not worthy to be compared with the glory which shall be revealed in us”?
And 1 Peter 4:12-16: “Beloved, do not think it strange concerning the fiery trial which is to try you, as though some strange thing happened to you; but rejoice to the extent that you partake of Christ's sufferings, “ Philippians 3:10 and numerous other scriptures make it plain.

In Hebrews 11 we find the men of the real faith who are mentioned in the Bible. They all shared one thing in common, suffering. Anyone who tells you differently, that God is going to make it all be pleasant and relieve you of any pain is lying. That’s not what the Bible teaches but what man teaches. 

This is how a new born in Christ is welcomed: “As a matter of fact, you can look at what has happened to you like this: GOD HAS JUST SPONSORED YOU INTO HIS BUSINESS. YOU ARE A PARTNER WITH GOD. HE IS YOUR MAIN UPLINE. LEARN TO LISTEN TO HIM. TAKE HIS ADVICE. DO WHAT HE SAYS TO DO. YOUR FUTURE IS BRIGHTER TODAY THAN IT EVER HAS BEEN BEFORE” (Malone, p.13).

He launches into a full blown hyper faith interpretation of Scripture: “Another common mistake is praying 'if it be Thy will.' We are going to shed some light on these areas and you will be amazed at the results you see when you pray correctly. After all, didn't James say that you ask but do not receive because you ask incorrectly? Let's turn that around from the negative to the positive: YOU ASK, AND RECEIVE, BECAUSE YOU ASK CORRECTLY. Now let's learn to ask correctly.”

Unfortunately he left out what James mentions as incorrectly, but goes to all the passages taking them outside the greater context of Scripture. James says “You ask and do not receive, because you ask amiss, that you may spend it on your pleasures. Adulterers and adulteresses! Do you not know that friendship with the world is enmity with God? Whoever therefore wants to be a friend of the world makes himself an enemy of God.”  Many today demand and command using New Age type decreeing, thinking they are releasing faith. James is not saying write your own ticket with God but the opposite.  
He then quotes: “And in that day ye shall ask me nothing. Verily, verily, I say unto you, WHATSOEVER YE SHALL ASK THE FATHER IN MY NAME, HE WILL GIVE IT YOU...Hitherto have ye asked nothing IN MY NAME: ask, and ye shall receive, that your joy may be full.”
Yet the Scripture says, Lamentations 3:37-38, “Who is he who speaks and it comes to pass, when the Lord has not commanded it? Is it not from the mouth of the Most High that woe and well-being proceed?” 

He continues with John 16:23-24, “So I suggest that you begin your next prayer in this fashion: ‘Father, in the Name of Jesus ... You must know that Jesus is our only approach to the Father. He is our Intercessor, our Mediator, our Power of Attorney.’ Jesus gave us the right to use His Name. In Matthew 28:18 He said: All power is given unto me in heaven and in earth. And then He turned around and gave that power to the believer” (p.21-22).   
I have never found the scripture that so many point to about all power is in our hands, maybe you can help me on this? 
I John 5:14-15: “Now this is the confidence that we have in Him, that if we ask anything according to His will, He hears us. This is why Paul prays Colossians 1:9-10 “I do not cease to pray for you, and to ask that you may be filled with the knowledge of His will in all wisdom and spiritual understanding.”

Here's more wonderful words he teaches for the new one in Christ, “Matthew 18:18: The wicked spirits against which we operate are controlled when we bind them. When you go into a place and begin to feel unrestful in your spirit, begin to bind Satan immediately: ‘SATAN, I BIND YOU FROM THIS PLACE AND I RENDER YOU HELPLESS. I CANCEL YOUR POWER IN THIS PLACE. IN THE NAME OF JESUS, I PROCLAIM YOU DEAF AND DUMB AND YOU HAVE NO AUTHORITY HERE. YOU ARE BOUND IN THE NAME OF JESUS’.” Hey if he can make Satan deaf and dumb who keeps having him speak again! It must be the same one who keeps unbinding him from the pit.

“Your words can change your life. Power is released through your mouth. How many times have you said something like this? ‘Every time I wash my car it rains!’ Or ‘Why does everything always happen to me?’ Or ‘It's no use, I'll never make it!’” (p.52) What power these men have it’s a wonder that they need to even write a book. This is all from a pastor! 

Ps.12 says “May the LORD cut off all flattering lips, and the tongue that speaks proud things,”4 Who have said, “With our tongue we will prevail; our lips are our own; who is lord over us?” [I didn’t understand the preceding sentence- Michael]
The tongue can affect another's emotions to a certain extent (if they allow it) but to say it has power over nature, lets get real!

R. C. Allen whose book intention is to help you succeed by knowing the universal mind is also far from the truth. The book: THE SECRET OF SUCCESS by R. C. ALLEN, internationally known author of the “immortal words of Jesus Christ”.

While Jesus is mentioned he's not put in the proper place. He starts off the book with premise of everyone possessing the creative spirit, the universal mind.

“This awakening and a belief in a power greater than themselves became the starting point in man's supremacy over his fate and his destiny. Ever since man first realized this power existed, he began to evolve faster and more easily. His spirit rose ever higher from savagery towards the beautiful anti perfect soul for which man has always been intended.  Certain enlightened individuals found that, whatever they could visualize or imagine, could be transformed into reality with the help of this Infinite Wisdom and Power.” Good men, however, like Moses, Confucius, Buddha, Mohammed, Gandhi and especially, Christ, created good things. And the spiritual legacy they give to the world enables other men to build a better civilization based on the moral values they were given” (p.12).

He writes, “They found that, whatever they thought about they could. They also found that, by directing their thoughts, they could affect the people and things around them.  Evil men found they could create evil things. Power hungry men, like the Pharaohs of Egypt. Genghis Khan, Napoleon and Hitler, took over the leadership of their countries and attempted to create the impression that they and their group were more important that' God.  
But their power structures lacked the proper foundation... It is logical, then, to believe that 'here is an Infinite mind-a Creative Source of wisdom and intelligence that uses your brain as an instrument or charnel. It activates your brain and gives you the ability to think and the potential to accomplish all things.'” (pp. 12-13).

This only the beginning of a book that I find teaches mind science and has nothing to do with historic Christianity. This is like “the force be with you Luke.”* This power that can be used for good or evil is more science fiction than Bible.

“That is why it is so easy to believe there is an efficient, powerful, all-knowing and ever-present Creative Spirit and Infinite Intelligence that directs and controls every tiny atom in the entire Universe.  This ever-present source of wisdom and power is the Secret of Success-your Super-Conscious (Creative) Mind. It is 'The Kingdom of Heaven,' Christ said, 'is within.'  It is so dependable that, with its help and guidance, you can more easily secure all of the peace of mind, money and happiness you will ever need or want.”   *STAR WARS
Too bad the apostle Paul who wrote the major portion of the New Testament did not know this.

2 Corinthians 6:10: “as sorrowful, yet always rejoicing; as poor, yet making many rich; as having nothing, and yet possessing all things” (spiritual riches not material ones). 1 Corinthians 4:11-12: “To the present hour we both hunger and thirst, and we are poorly clothed, and beaten, and homeless.” 

Here he explains what this all is: “By the time you finish this book, you will know and understand why your Super-Conscious Mind is everything. In fact, there is no limit to what your Super-Conscious Mind can do to help you once you know how to use it. Through the nerves and cells that comprise your brain, this Creative Source of Power causes your conscious mind to think and work on every idea you are given so that you can encourage others and help them perfect every material thing within the entire Universe. This Creative' Source of Power-is known by many names- God, Divine Mind,, Super-Conscious Mind, infinite Mind, Creative Spirit,-Super- intellige6nce, Universal Mind, 'etc... Those names shall be used interchangeably throughout this book, but no matter how you say them, they are all one and the same” (p.14).

“The more often you 'Seek first the Kingdom of God' and turn to Secret of Success for guidance, the more certain your success will be.” (p.15)

“People who understand the Secret of Success know that “the Kingdom of Heaven is within”. By relaxing and listening, carefully to their Super-Conscious Mind, they feel confident they will receive the right answer and their difficulties can then be overcome more easily” (pp.18-19).

The author implies everyone has this mind, which he has stated is 'God within'. He is so convinced that anyone's success can be traced to this that he made a list here are only a few of the names: Confucius, Joan of Arc, Buddha, Brigham Young, Mohammed, Mary Baker Eddy,  Myrtle and Charles Fillmore, Paramahansa Yogananda,  Emmet Fox.”
This reads like who’s who in the cults and false religions. What a lineup, did he forget anyone? Of course he did mention the apostles which when looked at would never agree with his theory or what any of these other false teachers wrote. Some of these mentioned didn't even believe in God yet he claims they tapped into him, or it.

“...when you turn your mind away from this Secret of Success, you allow the contact to be broken and you are unable to receive the full amount of power and help. It is so willing and able to give. You are, in effect, saying, 'My will, not Thy will, be done.”
Unfortunately Peter did not have this ability Acts 3:6: Then Peter said, “Silver and gold I do not have, but what I do have I give you: In the name of Jesus Christ of Nazareth, rise up and walk.”

Yet he states: “As you become more conscious of the Truth and understand more clearly how your Super-Conscious Mind works, you will realize how close you are to this Universal Power. Instead of thinking of this Infinite Source of Power as being somewhere “far off” “above,” or unavailable you will, instead feel It and know It to exist nowhere else but deep within your own mind” (p.27)

“The truth is you have a marvelous creative Spirit and wonder working power within you…with this infinite source of ALL WISDOM and POWER-WHICH IS GOD-you superconscious mind…” (p.28) 

“The Truth is, you are never separated from the Infinite Spirit of God even for as long as a single breath” (p.67)

“Second-you have a Super-Conscious Mind. This is the all-wise, indestructible, never-failing, creative Infinite Mind which is the God-part of you Christ referred to when He said The Father within me, He doeth the works.” (p.65)

Nonsense, this is new age occultism. This not a book any Christian should read nor apply its principles. The God part is not everyone's mind as claimed. 

“Suppose that a radio station were to announce your name and say that you were entitled to a prize of $10,000. To win, all you needed to do was tune in the station and hear your name announced. If your radio was not tuned to that station, you would never receive that prize no matter how many times they announced it... More are being offered every minute of the day. They are yours for the asking, no strings attached. The only requirement is, you must be tuned in and receptive. Here is how you can tune in the Infinite Mind and receive all the good things It has to offer” (p.78).

“Flowers, trees, birds and animals all have this faith. They also know how to relax. And, as Christ pointed out, “Are ye not much better than they. Their faith allows them to grow, produce and reproduce.” 
Flowers and trees and birds have faith? This is not the Bible’s definition. R.C. Allen’s faith is a universal mind that permeates everything, the Bible’s is a willful trust in God. This is clearly Mind Science not Christianity, but the question is do Amway distributors know the difference? It is amazing what can slip under the guise of Christianity.

He also explains how to meditate: 
“Then place your thumbs on your temple and the fingers of each hand in the center of your forehead and say to yourself: 'peace'. Hold your fingers there and repeat the word 'peace' several times every few seconds. 
“When you feel completely relaxed and at ease, then place the tips of your ten fingers together and either put your hands loosely in your lap or place them in front of your chest. The wise men of every age have found that this prevents the spiritual energy within your body from escaping. It keeps this energy circulating within your body and enables you to increase your inner power so that you can more easily 'tune in' the broadcasting station which is God. Then shut your eyes and allow your mind to turn inward-not outward. Christ said, 'The Father within me He doeth the work'. There is a gland in the center of your brain called the pineal gland. Ancient philosophers called it 'the third eye' and 'the all-seeing eye'.” (p.85)

This is pure occultism and Amway should be ashamed that they hand out books like these to Christians and use Christian terms to have Christians think they are in fellowship with other believers.
There are numerous other books that can be mentioned that are passed on to the new converts in Amway that are not beneficial and can be harmful. But I don’t want to belabor the point any further. It would be best to ask someone outside the organization to look at the book before reading it and practicing its philosophy.

Certainly God can make you succeed but this is not a general promise for everyone. How do I know this? Read the scriptures on the apostles. In the history of the Church, none of the great theologians and scholars ever taught techniques to success. They certainly did not use portions from other religious beliefs.

Proverbs 16:30 tells us those who pursue God to “get wisdom instead of gold.” That's the wisdom in word of God not the world. Considering that the Bible teaches that to love the World and all the things in it makes one an enemy of God should have one pause. For the world and all its attractions are passing away.

Proverbs 3:13-16: “Happy is the man who finds wisdom, and the man who gains understanding; For her proceeds are better than the profits of silver, and her gain than fine gold. She is more precious than rubies, and all the things you may desire cannot compare with her. Length of days is in her right hand, in her left hand riches and honor.”

Great people are not measured by their worth in money or their success in business. But for how they followed Christ; which more often than not means to give up their drive for success in business. There's enough warnings in the Scripture to hopefully give us a balance. Amway encourages many of the things the Bible cautions or warns against. One can become quite easy to fall into the trap of Riches = God’s blessings. If one listens to the tapes they give out to attract new participants this is exactly the appeal to become an Amway distributor.
James 5:1-3: “Come now, you rich, weep and howl for your miseries that are coming upon you!  Your riches are corrupted, and your garments are moth-eaten. Your gold and silver are corroded, and their corrosion will be a witness against you and will eat your flesh like fire. You have heaped up treasure in the last days...You have lived on the earth in pleasure and luxury; you have fattened your hearts as in a day of slaughter.” Hopefully you won't be running with this crowd. 
Instead you should be siding with Jesus who said Matt 6:19-21: “Do not lay up for yourselves treasures on earth, where moth and rust destroy and where thieves break in and steal; “but lay up for yourselves treasures in heaven, where neither moth nor rust destroys and where thieves do not break in and steal “For where your treasure is, there your heart will be also.” 

Is there anything wrong with success or riches? No as long as you life does not revolve around getting them or holding onto them. Better to enter heaven poor than have to answer for all the time spent infatuated chasing success. For it is a pursuit that just may have kept you from doing eternal things for the kingdom and might even keep you from entering.

While the world does not know God they run after success to give them a purpose in life. Some goals are more noble than others. Christians who are involved in Amway or any Multi Level Marketing should be aware of the trappings and the allure of the world.  They should be careful in the books they read and the motivation for their success; there needs to be caution and discernment for a true balance. ** [See his testimony at http://www.letusreason.org/testim.htm]
THE POWER OF POSITIVE INSPIRATION by Paul Klebniov, Forbes, December 9, 1991

http://www.ex-cult.org/Groups/Amway/positive-inspiration.txt : DEALING WITH CULT VICTIMS
[Larger source: CROSS+WORD Christian Resource: External Links http://www.intotruth.org/links/other-na.html 
CULTS AND THE NEW AGE These links are to sites that expose cults of various kinds, including the occult and new-age style teachings. Secondary source: http://www.ex-cult.org/Groups/Amway/]  
A unique business, Amway. A mass movement more than a corporation. It has made a very few people very rich while paying its foot soldiers more in inspiration than in cash.

Sneered at in the media, investigated and fined by the authorities, Amway Corp keeps growing. The world's second largest door-to-door sales operation was conceived in a basement in Grand Rapids, Michigan only 32 years ago and today boasts $3.1 billion in retail sales ($2.6 billion at wholesale prices) from around the globe…
Cynics would compare the system to a chain letter; here's how it works.

Distributor A recruits distributors B, C, D each of whom recruits three more distributors to work for them.  If this recruiting pattern continues ten times - that is, there are 11 levels in the distribution chain - then the fellow who started the network, distributor A, would have 88,572 distributors working for him. If each of these people sells, on average $1,000 worth of products, you've got an $89 million marketing organization stemming from that one distributor A.

At offices, health clubs, beauty salons, churches, Amway recruits. The basic pitch: Whatever your dream is - a boat?  a fancy car? kid's education? - it is within your grasp if you just devote some of your spare time to selling Amway products and recruiting other people to sell them.

In itself, the pitch is honest enough. Some Amway people do become affluent, even rich. But not many of them. The lion's share of money earned by Amway distributors is pocketed by 2% of the sales force, the organization's 35,000 so-called direct distributors. These distributors typically have about 50 downline distributors channeling orders up to them. Direct distributors gross a minimum of about $35,000 a year. The really big money - bonuses of up to $300,000 and more - is made by a handful of kingpins at the top of the heap.

And once a network has been created, what's to stop the organiser from selling other goods to the faithful? Indeed, the really successful operators sell self-help books, tapes and even investment schemes to their recruits to supplement their incomes.

Among the big distributors are people like Chapel Hill, N.C's Bill Britt and Charlotte's Dexter Yager. These two men each run networks of over 100,000 distributors and are each believed to net over $10 million a year.

As with any army, the recruits are expendable. Amway is a fluid organization. Nearly half of the 1.8 million distributors who will be registered with Amway worldwide will drop out in the course of the year. For those who remain, the average distributor in the US will net around $780 a year in bonuses and markups from selling Amway products. But in addition to the products the distributor sells to others, he will also consume, on average, $1,068 worth of Amway goods himself. And he may spend hundreds of dollars or even thousands more on telephone bills, gas, rallies, publicity material and other expenses to expand the business. Some of the distributors may end up dipping into their savings, and a few may even run up debts.

The real money is made not by peddling to the public but by recruiting for Amway's sales force. There is a great incentive for a new recruit to quickly recruit distributors reporting up to him. Which is why DeVos can say with some confidence: "We'll expand not by selling more per store but by opening more stores" – recruiting more distributors, that is.

Is Amway an illegal pyramid scheme? As far as the authorities have been able to discover, the answer is no.

The fact remains. The average foot soldier doesn't make much money for his or her efforts. This is where the inspiration comes in. When he says, "Amway is more than a company; it's a movement" DeVos isn't just spouting propaganda. Amway promises, in effect: Join Amway, work hard and, with almost no capital investment, you too can become as rich as Bill Britt or Dexter Yager. It's up to you.

Few Amway distributors do not know by heart the inspiring rags-to-riches stories of the most successful distributors. Among the patron saints of the Amway movement is Charlie Marsh, a gravel-voiced former small-town policeman who built a hugely successful world-wide Amway network. There is Bernice Hansen, the grandmother who was an accountant in Grand Rapids before she joined Amway and discovered her talents for sales and recruiting. Perhaps most inspiring is Dexter Yager, the stout, bearded former beer salesman from Rome, N.Y.
In a world where many people find little satisfaction in the paychecks they receive from big companies on public agencies, such visions of financial independence are often compelling. But Amway goes a crucial step beyond mere money. It offers its recruits membership in a community of like-minded people - entrepreneurial, motivated, upwardly mobile people who believe in their country, in God and in their family.

"This country was built on religious heritage, and we had better get back in it. We had better start telling people that faith in God is the real strength of America!" Richard DeVos writes in his book "Believe!"
Amway distributors are bound by a set of shared beliefs reinforced by myths, icons and documents.  They are expected to read self-improvement books (popular titled include "Believe!" and "How to be Happy though Married"). They purchase and listen to Amway-sponsored inspirational cassettes (usually live recordings of their "upline" leaders' speeches and seminars).  And they are expected to use only Amway products in their personal lives. Internal Amway documents show that the average active distributor sells only 19% of his products to non-Amway affiliated consumers.  The rest is either personally consumed or sold to other distributors.
It all adds up to this. When you sell Amway products, you're not working for a boss or a faceless organization and its shareholders. You're working for yourself and for Richard DeVos, Jay Van Andel, Charlie Marsh, Bill Britt, Dexter Yager, and all the other Amway people who struggled and made it. You're on the Amway team, and it feels good to be there.

Amway rallies typically resemble a mix between a rock concert and a religious revival meeting. The evenings are often kicked off with inspiring music - the theme from "Rocky" say, or "Chariots of Fire" - followed by much audience hand-holding, singing, swaying and listening to testimonials. Some Amway leaders, such as Dexter Yager, are famous for working their crowds into Amway chants and ...  their audiences with inspirational speeches that last ******   [Sorry this is unreadable…]

If Amway sounds like a commercial version of fundamental religion, DeVos offers no apologies.

"For a lot of people Amway is their way out [of poverty]" he says, "so Amway relates right down to the grass roots, right down to where people live, you wonder why this mythology, why this rah rah, why they scream and yell. They scream and yell for the same reason they do at a football game. They have discovered that it is fun to be around people who cheer other people on, who encourage people".

One weekend this summer over 12,000 enthusiastic people gathered for a rally in Richmond, Va. A handful were wealthy distributors of Amway Corp's products; the rest wanted to be.

The meeting began with a prayer and a Pledge of Allegiance. On stage, Bill Britt, the master Amway distributor who organized the rally, introduced the other top distributors, who had arrived in their Cadillacs and Mercedes, flaunting expensive furs and jewelry. With the introduction of each of these role models, the crowd cheered.

Britt, 60, was a city manager in North Carolina before becoming an Amway distributor. An inspirational speaker, he might have made a great television evangelist had he not found Amway. He addresses his message not above or below but straight at the average Amway distributor's dreams "I got tired of my Mercedes and I'd heard that the Lexus was a nice car.  So I went down and bought myself one - and, yes, it is a nice car."

Britt normally lectures the audience on living clean, traditional lives. "Don't wear pants in the family," he admonishes the women, who make up half his audience. He glowers at the men: "Get rid of your pornography."

This time he focuses on the visions of financial security. Britt talks of the multimillion-dollar business he has built selling Amway products. Hundreds of average working people - barbers, policemen, truck drivers, car wash supervisors, dentists, middle managers – are introduced, and many of them recount how they became successful and became better people with Amway. After each story the audience roars its approval of the proud witnesses. ("We have two forms of reward in this world," says DeVos. "One is recognition, and the other is dollars. We employ them both in the Amway business.")

After two days the ceremonial part of the Britt rally ends as the audience joins hands and, swaying gently, sings "God Bless America". The attendees leave feeling good about Amway and good about themselves.

As DeVos puts it: "Our people are seeking inspiration all the time, as most people are. Some people find it in the Rotary Club, some people find it at church and some people like to go to Amway meetings."

…DeVos and Van Andel have become very powerful men. Former President Gerald Ford and Ronald Reagan have addressed Amway rallies. Some senators have been Amway distributors, as have celebrities like singer Pat Boone and former football coach Tom Landry. All of these roles help inspire the Amway movement with a patriotic and religious feeling.

There were setbacks for Amway - one of them nearly fatal - along the way. The Federal Trade Commission began investigating Amway in the 1970s to determine whether Amway was, among other things, an illegal pyramid scheme in which newly recruited distributors lose out unless they themselves recruit other members.

"That was really a 'go' or 'no go' situation for us," remembers DeVos. Finally, in 1979, the FIC ruled that Amway was not a pyramid, but found it did engage in restraint of trade and misleading advertising.

In the 1980s the Canadian government charged DeVos and Van Andel with customs fraud. Amway paid the Canadians $58 million to settle criminal and civil charges.
Is there today a snake in Amway's paradise? There are several.

As with a church or a political party, Amway must constantly protect its image if it is to recruit new members.  In some case, Amway seems to have taken concern for its image to extremes.

Former distributors and Amway officials say that like many movements based on a cult of personality, Amway's attitude toward any insider critical of the organization has bordered on paranoia…
The fact that Amway is a loose confederation of hot-shot sales empires creates other thorny problems. In years past, several of Amway's wealthiest distributors created independent empires that published their own magazines, organized their own rallies and even published their own versions of the Amway sales and marketing plan.

Known inside Amway as the "Black Hats", these master distributors frequently indulged in excessively high-pressure methods of exploiting their foot soldiers, persuading them to shell out hundreds of dollars each for distributor-produced books, tapes and even unrelated products and investment schemes.

The problem: if Amway's distributors make a lot of money from selling such promotional materials (as opposed to actual products) to new recruits, then it again raises questions of an illegal pyramid scheme.

In 1985 two distributors sued Bill Britt, Dexter Yager and Amway Corp among others in the state of Washington, alleging they were "brainwashed" into purchasing enormous amounts of motivational materials. The case was settled out of court in 1988, but a gag order was placed on the court records and participants involved in the case…
DeVos is convinced that motivating foreigners is no different from motivating people in the U.S. "In Mexico, people will ride a bus for hours to come to an Amway meeting because Amway will give them a shot at success. Most of these people have believed for generations that they would never be anybody, because the rich guy on the hill told them they'd never be anybody. But the Amway business has come to symbolize for great numbers of people their chance to get out of their rut".

As the sleep of centuries lifts from more and more people around the world, as the dead hand of socialism vanishes, this message should bring recruits flocking to the Amway banner all across the world…
[See pages 35-38 of AMWAY article for details]
GENERAL CRITICISM OF AMWAY AS MLM
The Unofficial Amway F.A.Q. http://www.angelfire.com/nm2/hnheeg/ EXTRACT: 
A satirical look at Amway's Frequently Asked Questions, with reactions placed underneath.
This is NOT an official Amway webpage.

This website will expose the inaccuracy of the information available on the official Amway Corporation website. We have copied their Frequently Asked Questions (FAQs), and added out own comments. As you will quickly notice, most of what they say are lies. Amway questions and the answers are colored black. Our comments are in red.

18. What is the difference between Amway and illegal pyramids?

In 1979, the Federal Trade Commission ruled that Amway is a legitimate business opportunity, not a pyramid. The Amway Sales and Marketing Plan, which has been recognized and cited by federal and state courts as the example to follow for multi-level marketing plans and after which many other direct selling companies have modeled their plans, is based on retail sales to consumers. Distributors may earn bonuses if those they sponsor produce sales, but they do not earn bonuses for the mere act of having sponsored someone. 

The Federal Trade Commission's 1979 report said that Amway was not a pyramid scheme because Amway had retail customers. This argument is wearing thin as Amway do not have retail customers anymore. Most of their products are sold only to their distributors. The FTC report did not cover the "motivational organisation". 
A copy of the report is available on the MLM Law website at http://www.mlmlaw.com/library/cases/mlm/ftc/amway.htm 
Unlike illegal pyramids, Amway and other legitimate direct sellers: 

Don't charge expensive fees to join, and refund most or all start-up costs within a reasonable period if a person decides to get out of the business. Many pyramids charge exorbitant start-up fees and, even if they claim to offer a refund, often don't honor that promise. To become an Amway distributor, you only purchase an Opportunity Kit (in the U.S. costs less than $175), which costs far less than most other business opportunities. What's more, the cost of the Opportunity Kit is refundable should you decide to leave the business for any reason. 

Here we go again; yes, we all know it is cheap to join Amway, but it costs thousands of dollars a year to remain in good standing with the Amway tool scams. (The books tapes and rallies are collectively known as "tools".)
Pay no commissions or bonuses unless products are sold. Amway does not pay bonuses for the mere act of recruiting another person into the business. Pyramids, in contrast, often do. 

Are you idiots asleep in Michigan. It is no secret that bonuses are paid without retail sales - this is how the business is run now. It is the whole basis of a pyramid scam.
Have no requirements to stock and maintain large, expensive inventories. There are no minimum order requirements. Amway operates convenient, centrally located warehouses and has excellent ordering and delivery programs so our distributors don't bear the expense or headache of maintaining large inventories. Amway in fact prohibits "front-end loading" through two rules. These rules require a distributor to have sold 70% of a month's product orders to be eligible for bonuses that month and provide for the buy-back of inventory. 

This is irrelevant as the absence of large inventory does not mean that it is not a pyramid scheme. It is possible to have a pyramid scheme without ANY products at all. The 70% rule is routinely ignored.
Cover all products with ample Satisfaction guarantees so that customers and distributors may get most, if not all, of their money back if they are unsatisfied for any reason. Pyramid schemes that plan only to operate for a couple of months might offer a meaningless guarantee.

Product quality and guarantees are totally irrelevant. A pyramid scheme can have the best products in the world and still be a pyramid scheme. It is the method of distribution that is the scam, not the products.
The following quote is from the World Federation of Direct Selling Associations…
"A pyramid is a scheme in which a recruit pays (an entry fee) for the opportunity to receive future benefits (money or privileges) which are primarily derived from that recruit's (and/or subsequent recruits') introduction of additional participants in the scheme, rather than from the sale of products to consumers."
Finally, pyramid schemes typically operate for a few months before they ultimately collapse and disappear. Amway, however, has been in business for more than 40 years. 

It is true that many pyramids fail quickly, but it is not always the case. A recent example was Equinox, which traded for 10 years before being shut down by the Federal Trade Commission. The ability of Amway to survive depends on its enormous quit rate, with almost all distributors leaving within a few years. This stops the bubble bursting as they are replaced by new recruits almost immediately. (Massive donations to the Republican Party don't seem to hurt either.)…
Summary

Amway is a massive fraud. 

Glossy brochures, fancy videos and big rallies will not change that fact. Please print out this site and show it to anyone who wants to deceive you with their lies… 
I am writing to warn you about some of the dangers involved in the Amway business. Amway is a pyramid scheme based on its motivational organizations selling worthless training and motivational courses. Millions of dollars are stolen yearly by these support groups… Amway flouts the laws that require retail sales, and has turned itself into an illegal buyers club… Boycott Amway.

[See pages 44-54 of AMWAY article for details]
THE THINGS THEY WILL SAY.... http://www.angelfire.com/or/amwaydreamers/index2.html
[See pages 58-62 of AMWAY article for details]
GLOSSARY OF PEOPLE, EVENTS, TERMS, AND THINGS FOUND IN THE AMWAY BUSINESS

http://www.cocs.com/jhoagland/terms.html EXTRACT:
FTC: (government agency) 

Abbreviation for the "Federal Trade Commission". It is the United States' governmental agency responsible for the regulation of trade and commerce. The FTC investigated the Amway business in 1979 and found it to be legal due to the fact that Amway enforced its rule that distributors must retail products to at least 10 customers. In the years since then, Amway has become less of a product-business and more of a tools-business. The FTC has not investigated Amway a second time. 
INA: (name) 

Abbreviation for "International Networking Association." This is a "company" name used by a group of Diamonds to further disguise the fact that they are in the Amway business. A new distributor may even claim, "I'm not in Amway, I'm in INA." 

MLM/ MLM business: (noun) 

Abbreviation for "Multi-Level Marketing." The term refers to any business that uses independent distributors to sell products/ services and recruit other distributors (who become their downline) to do the same. Amway is the largest MLM company in the world, both in number of distributors and annual revenue. 

MLM harassment: (verb) 

The prospecting and/ or recruiting of people which causes them to feel uncomfortable due to the persistent, unwanted advances by a distributor to join his MLM business. This could occur in a place of work, a place of worship, or any place the distributor could prospect another person. MLM harassment is similar to sexual harassment in that a superior may demote or withhold a promotion if the person refuses to join the MLM business. Some organizations (such as the military) have banned prospecting their personnel while on their property to prevent MLM harassment. 

Network Marketing: (noun) 

One of the many phrases used to describe the Amway business without using the word "Amway." This phrase was popular when "networking" was considered a novel idea.
WWDB: (name) 

Abbreviation for "World-Wide Dream Builders." This is a "company" name used by a group of Diamonds to further disguise the fact that they are in the Amway business. A new distributor may even claim, "I'm not in Amway, I'm in WWDB." 

[See pages 62-75 of AMWAY article for details]
THIS MINISTRY HAS RECEIVED SEVERAL ENQUIRIES FROM ALERT CATHOLICS ABOUT MULTI-LEVEL MARKETING OVER THE PAST SIX YEARS. 
HERE ARE A FEW THAT I FOUND IN MY ARCHIVES CONCERNING THE PRODUCT CALLED BIO DISC: 
THE EMAIL THAT SET ME RESEARCHING THIS NEW AGE PRODUCT, 2007
From: Moderator, Konkani Catholics To: michaelprabhu@vsnl.net Cc: steven@mubarak.ae 

Sent: Sunday, January 07, 2007 8:23 PM Subject: To Michael Prabhu (From Steven George)

JMJ Dear Michael, 
Please find below the original mail from Steven George addressed to you and posted in KC. I'm forwarding this to you separately since the links from the original mail have been deleted before approval in the group.  
You, however will need them to study the concept of Biodisc products which perhaps are distributed by Network Marketing. (Similar to your research on FIR and Conybio*) Sincerely, 
Austine Crasta, Moderator, KonkaniCatholics yahoo group CC: Steven George                      
From: "steven_khar" <steven@mubarak.ae> To: <KonkaniCatholics@yahoogroups.com>                                 
Sent: Sunday, January 07, 2007 9:39 AM Subject: Use of Wellness products e.g. Biodisc (www.questbiodisc.com) is it O.K. Dear Michael Prabhu, Can one use the wellness products such as Biodisc which works on scalar energy and creates positive energy? website: www.myquest.us Steven George                           
FROM KONKANICATHOLICS DIGEST NO. 1213 DATED SEPTEMBER 19, 2007, ON THE BIODISC
Q Dear KC Family, Can anyone advise - what does the church say on the use of Biodisc? Those who market it, state that it has numerous benefits and some even call it a magical disc. I was approached by one of my friend to buy one. However before I could commit, I tried to check on the net what this product actually is. This is what I found.
Quote The healing power of Biodisc has proven to amazingly balance the ‘yin’ and ‘yang’ and cure various syndromes such as autism, diabetes, high blood pressure, high level of cholesterol, high level of uric acid, migraines, pains, swelling and inflammation, rheumatism, stiff neck, leg cramp, stomachache, headache, asthma, kidney problem, allergy, jet lag, fatigue, muscular pains, stresses, and more... Unquote.
I cross checked what yin and yang means and this is what I found:
Quote The Yellow Emperor said ''The principle of Yin and Yang is the foundation of the entire universe. It underlies everything in creation. It brings about the development of parenthood; it is the root and source of life and death it is found with the temples of the gods…
Heaven was created by the concentration of Yang, the force of light, earth was created by the concentration of Yin, the forces of darkness. Yang stands for peace and serenity; Yin stands for confusion and turmoil. Yang stands for destruction; Yin stands for conservation. Yang brings about disintegration; Yin gives shape to things..." Unquote.
I could not digest the above theory and blatantly refused the idea of buying it.
Does anyone have more information as to what the church has to say in the use of BIODISC which could be of help to all of us? Love and Prayers Agnelo D’Silva

A Dear Agnelo, There is an old saying which says, "All that glitters is not gold". But unfortunately there are too many people who buy into whatever glitters.
St. Paul writing to the Colossians warned, "See to it that no one captivate you with an empty, seductive philosophy according to human tradition, according to the elemental powers of the world and not according to Christ." [Colossians 2:8]
Now that phrase, "elemental powers of the world" or "elemental spirits of the universe" (RSV-CE) is translated from the Greek "stoicheia tou kosmou" (also found in Galatians 4:3) which could mean "elemental substances" like earth, air, fire, water or "elemental signs" of the Zodiac, or more likely the "spirit-elements", i.e., celestial beings that pagans thought were controlling the physical elements of the world.
This is exactly what "yin and yang" is about - a concept which has its origin in ancient Korean philosophy and metaphysics and which describe two central opposing but complementary principles or cosmic forces which is said to be found in all non-static objects and processes in the universe. Further it may surprise you to note that Yin is often symbolized by water and air, while yang is symbolized by fire and earth.

This therefore is thoroughly a "New Age" error referred to in the Vatican Document on "New Age", "Jesus Christ, the Bearer of the Water of Life" which describes it as an attempt to achieve "unity through fusion" by claiming to reconcile "soul and body, female and male, spirit and matter, human and divine, earth and cosmos, transcendent and immanent, religion and science, differences between religions, Yin and Yang." (See Section 2.4)
As St. Paul warned, stay clear of it however seductive the claims of this philosophy may be. These are really old errors in new packages.
To have a better understanding of more such New Age traps, please read this article posted in KC earlier:
NEW AGE TRAPS by Anne Feaster http://groups.yahoo.com/group/KonkaniCatholics/message/1968
For a better understanding, I shall post another mail shortly on THE AGE-OLD NEW AGE MOVEMENT. Do wait for it.
Love, Austine Crasta, Moderator, KonkaniCatholics yahoo group
PS. You may also want to read this article on Conybio http://ephesians-511.net/docs/CONYBIO.doc*
by KC member, Michael Prabhu from Aneel Aranha's website, Holy Spirit Interactive:
*Conybio: What a Con! by Michael Prabhu http://www.holyspiritinteractive.net/features/newage/cancer02_conybio.asp
FROM KONKANICATHOLICS DIGEST NO. 1222 DATED SEPTEMBER 28, 2007, ON THE BIODISC
Dear Agnelo, 

I read the messages between you and Austine regarding the Biodisc and I fully agree with Austine. The Biodisc, CHI pendant and other products and ideas promoted by many of our brothers and sisters in the multi-level marketing business are all occult products and new age traps, luring and enslaving many to materialism with the desire to become rich easily and quickly. One sister over here even had the nerve to call it a "Miracle Healing Product".
I am sure the person who was promoting this Biodisc must have told you to join their business by buying this product and how you can start earning cheques. Be careful because most of these multi-level marketing businesses are scams, and this one promoting the Biodisc and gold coins have a record of being banned in Sri Lanka, Iran, Philippines and many other countries and their top leaders wanted by the law.
Check out this site www.chem1.com/CQ/index.html (for various water-related pseudoscience quackery schemes and scams).
Satan is the master marketer. Satan knows how to get us to buy anything, he wraps sin in pretty packaging and he leaves a note on the package that says "Open Me, Open Me." And, dumb as we are, we just open it up and see what's in there, and by the time we do that we are caught. If one is not Catholic, he won't care either way, but for us, it's inappropriate and would be forbidden most simply according to the article by the first commandment "Thou shalt have no other gods before Me" (Exodus 20:3). If you need any more information, I will be glad to share it with you. God Bless You. Paul Correia
ANOTHER ENQUIRY ABOUT BIO DISC, AGAIN FROM MEMBERS OF KONKANICATHOLICS, 2008

From: sunita mascarenhas To: jesuvera@gmail.com; rupertvaz@gmail.com; michaelprabhu@vsnl.net  
Sent: Tuesday, July 08, 2008 9:54 AM Subject: Fw: BIO DISC

From: nelly rosario To: andrew fernandes; janice fialho; sunita mascarenhas; sini abraham; jensil michelle; 
Sent: Monday, July 7, 2008, 1:04 PM Subject: BIO DISC
Could you please send me your views on the 'bio disc' a wellness product. 
What I need to know is if we can use it or if it’s something (against our Faith). 
Awaiting your valued opinion, Thanks & God bless! Nelly [Qatar]
From: prabhu To: sunita mascarenhas; nelly rosario Cc: Austine J. Crasta; RUPERT VAZ; andrew fernandes; janice fialho; sini abraham; jensil michelle; Sent: Tuesday, July 08, 2008 3:08 PM Subject: Re: Fw: BIO DISC

Dearest Sunita, Many thanks. Nelly, I appreciate your discernment. 

Am in a bit of a hurry. No time to edit. Am simply reproducing what I have stored in my files. It was already discussed in KC.

You may also refer related articles e.g. acupuncture, Conybio, feng shui, martial arts, reiki, pranic healing at my website www.ephesians-511.net 
Summary: Bio Disc is definitely a no-no for Christians. God bless, Love, Michael Prabhu
From: nelly rosario To: prabhu Sent: Wednesday, July 09, 2008 10:50 AM Subject: RE: BIO DISC 

Dear Mike, thanks a lot for all the info. I really appreciate it. I will go through all of these in detail. 
This advice means a lot to me and I will be passing it on to many Catholics who are not aware and already using this product in Qatar. Will be writing to you again for some more doubts/clarifications. Thanks once again & God bless! Nelly
From: nelly rosario To: prabhu Sent: Thursday, July 10, 2008 10:31 AM Subject: RE: www.ephesians-511.net
Hello mike, I must congratulate you for this wonderful ministry.
May God bless this ministry and be with you always to withstand all the hardships you will face…
This is what I was always looking for, even sought advice sometimes but was disappointed at the reluctance of many. 
I have been a target at every turn inspite of every time learning a new lesson and yet again, one more the BIODISC. 
But Jesus has always rescued me. Thank you Jesus! 
I am a member of the charismatic group in Qatar…  Thank you. God bless! Nelly

From: name withheld To: michaelprabhu@vsnl.net Sent: Monday, July 21, 2008 4:26 PM Subject: hi

Hello Mike, Thanks for the info on the Biodisc. I have forwarded it to the persons, Catholics who are using it here and are marketing it through questnet*. No one has questioned further so far…     *see following page                                                       


MOST OF MY BIOCONNED… ARTICLE IS BASED ON STUDIES MADE BY DR. STEPHEN LOWER, A SCIENTIST. AN EXTRACT: SUBJECT: REFERENCES MADE BY DR. STEPHEN LOWER TO MULTI-LEVEL MARKETING [MLM]
A considerable proportion of these pseudoscientific or New Age contraptions are sold to gullible people through multi-level marketing schemes and scams. Conybio, mentioned earlier in this article, is one of them. So is the Bio Disc.
The intricacies and dangers of MLM will be dealt with in detail in a separate article. [That’s this one- Michael]
One of the leading MLM businesses is Amway [the American Way!]. Another is Amega Global which markets Amega Bio-Energetic Products, ega AGE Defiance, AGEMS™ The First Wellness Jewelry, etc. [see separate article]

To quote Dr. Lower, "These manufacturers and multi-level marketing promotion schemes warn the public of nonexistent dangers." Nothing can be truer than that.

Charismatic prayer groups, it seems, are a fertile breeding ground for MLM representatives. The atmosphere of fellowship and trust is most conducive for the promotion of private enterprise. Catholics, however spiritual, would not mind, like anyone else, making a few bucks on the side even if there might be some compromise on integrity. Most – if not all -- of the anxious queries related to MLM and MLM products received by this ministry over the past few years have been from people and priests in charismatic ministry. The letters from KonkaniCatholics members, pages 1 and 2, are an indication of that.  But, to be fair, it must be said that Catholic charismatic prayer group members are the first to discern the errors and dangers in the use of these products, and sound the alarm, thus undeservedly earning the sobriquet of "fundamentalists" from their more liberal and secularized counterparts.

I have come across several leaders of ministries who are part of the MLM circus. Their new approach to conversation shakes one up to the new reality. Whereas earlier the same person would discuss his/her ministry or enquire about yours and your spiritual welfare or family, now he/she is primarily concerned with selling his/her product/device to you and everything that he/she says or does is focused in that direction. The speed at which you are roped in, or at least the attempt is made to do so, is alarming. It may be the cup of tea you are offered instead of the customary coffee or cold beverage because the MLM agent is selling that brand of tea, usually Malaysian, and you can bet that it has several unique health advantages [the new catch-word is "wellness", mainly to avoid the possibility of later medico-legal tangles by its claiming to be for one’s "health"] over any other hot or cold beverage that you might have tried or not tried before. The sad part is that the conversation hardly ever gets around again -- or does so with a bit of difficult maneuvering -- to witnessing to Jesus Christ.

I’ll call off the MLM discussion here, and get around to preparing an article on it soon, but now let us record Dr. Lower’s references to MLM, however brief:
In North America, distribution of these dubious devices has depended largely on multi-level marketing schemes http://en.wikipedia.org/wiki/Multilevel_marketing that enroll science-ignorant dealers to exploit even-more-vulnerable consumers while enabling the manufacturer to maintain a low profile to regulatory agencies such as the FTC.

Individuals have usually purchased it from a multi-level marketing person who is a friend of theirs and who has absolutely no idea what the device is, nor what type of test information has been provided to validate the company claims.

In multi-level marketing scams, the parent company keeps a low profile and makes few claims that would attract the scrutiny of regulators such as the U.S. FTC [United States Federal Trade Commission]. Many of the sales sites are run as MLM schemes by individuals who are not very well educated and have no understanding of science, so many of them are likely to genuinely "believe in" the junk they are flogging. 
Dr. Lower identifies a large number of MLM–promoted products but I am not recording their names here. 
Amway is mentioned by Dr. Lower a couple of times, pages 74, 84 of the BIOCONNED… report:
"But in recent years, this quackery has moved into the mainstream as Amway and the Canadian Shopper's Drug Mart chain have begun peddling this snake oil…"
"Magnet companies are everywhere now in the [MLM] tradition of Amway, Mary Kay, Shaklee, NuSkin and Nutrition for Life…"
*QuestNet is a Honk Kong-based company, established 1998. It sells its products largely through network marketing and direct selling, which is multi-level marketing [MLM]. See BIOCONNED… article, pages 135 through 150.
                              MULTI-LEVEL MARKETING
From Wikipedia, the free encyclopedia http://en.wikipedia.org/wiki/Multilevel_marketing 
Multi-level marketing (MLM), (also called network marketing[1]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-1#cite_note-1" [2]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-merrilees-2#cite_note-merrilees-2" [3]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-3#cite_note-3" [4]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-4#cite_note-4" [5], direct selling[6]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-merrilees-2#cite_note-merrilees-2" [3], referral marketing[7], and pyramid selling[8]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-8#cite_note-8" [9]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-9#cite_note-9" [10]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-10#cite_note-10" [11]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-11#cite_note-11" [12]) is a term that describes a marketing structure used by some companies as part of their overall marketing strategy. The structure is designed to create a marketing and sales force by compensating promoters of company products not only for sales they personally generate, but also for the sales of other promoters they introduce to the company, creating a downline of distributors and a hierarchy of multiple levels of compensation in the form of a pyramid.

The products and company are usually marketed directly to consumers and potential business partners by means of relationship referrals and word of mouth marketing.[13]
MLM companies have been a frequent subject of controversy as well as the target of lawsuits. Criticisms have focused on their similarity to illegal pyramid schemes, price-fixing of products, high initial start-up costs, emphasis on recruitment of lower-tiered salespeople over actual sales, encouraging if not requiring salespeople to purchase and use the company's products, potential exploitation of personal relationships which are used as new sales and recruiting targets, complex and sometimes exaggerated compensation schemes, and cult-like techniques which some groups use to enhance their members enthusiasm and devotion. Not all MLM companies operate the same way, and MLM groups have persistently denied that their techniques are anything but legitimate business practices.

Setup

Independent, unsalaried salespeople of multi-level marketing, referred to as distributors (or associates, independent business owners [IBOs], dealers, franchise owners, sales consultants, consultants, independent agents, etc.), represent the company that produces the products or provides the services they sell. They are awarded a commission based upon the volume of product sold through their own sales efforts as well as that of their downline organization.
Independent distributors develop their organizations by either building an active customer base, who buy direct from the company, or by recruiting a downline of independent distributors who also build a customer base, thereby expanding the overall organization. Additionally, distributors can also earn a profit by retailing products they purchased from the company at wholesale price.

This arrangement of distributors earning a commission based on the sales of their independent efforts as well as the leveraged sales efforts of their downline is similar to franchise arrangements where royalties are paid from the sales of individual franchise operations to the franchiser as well as to an area or regional manager. Commissions are paid to multi-level marketing distributors according to the company’s compensation plan. There can be individuals at multiple levels of the structure receiving royalties from a single person's sales.

Legality and Legitimacy

MLM businesses operate in the United States in all 50 states and in more than 100 other countries, and new businesses may use terms like "affiliate marketing" or "home-based business franchising". However, many pyramid schemes try to present themselves as legitimate MLM businesses.[6]
Because pyramiding (getting commissions from recruiting new members including "sign-up fees") is illegal in most states,[14] to remain legitimate in the U.S. a company that uses multi-level marketing has to make sure commissions are earned only on sales of the company's products or services if they cross state boundaries. If participants are paid primarily from money received from new recruits, or if they are required to buy more product than they are likely to sell, then the company may be a pyramid scheme, which is illegal in most countries.

In a 2004 United States Federal Trade Commission (FTC) Staff Advisory letter to the Direct Selling Association states:

Much has been made of the personal, or internal, consumption issue in recent years. In fact, the amount of internal consumption in any multi-level compensation business does not determine whether or not the FTC will consider the plan a pyramid scheme. The critical question for the FTC is whether the revenues that primarily support the commissions paid to all participants are generated from purchases of goods and services that are not simply incidental to the purchase of the right to participate in a money-making venture.[15]
The FTC offers advice for potential MLM members to help them identify those which are likely to be pyramid schemes.[14]
However there are people who hold that all MLMs are nothing more than pyramid schemes even if they are legal[7]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-autogenerated168-15#cite_note-autogenerated168-15" [16]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-autogenerated13-16#cite_note-autogenerated13-16" [17]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-autogenerated880-17#cite_note-autogenerated880-17" [18] rendering the whole issue of a particular MLM being legal moot.

Compensation plans

Companies have devised a variety of MLM compensation plans over the decades.

Unilevel plans This type of plan is often considered the simplest of compensation plans. As the name suggests, the plan allows a person to sponsor one line of distributors, called a "frontline." Every distributor the person sponsors is considered to be on that sponsor's frontline and there are no width limitations, meaning there is no limit to the amount of people one can sponsor in the frontline. The common goal of this plan is to recruit a large number of frontline distributors and then encourage them to do the same. This is due to the fact that commissions are normally paid out on a limited depth, which typically means sponsor can earn commissions on sales between 5 and 7 levels deep.[19] 

Stairstep Breakaway plans This type of plan is characterized as having representatives who are responsible for both personal and group sales volumes. Volume is created by recruiting and by retailing product. Various discounts or rebates may be paid to group leaders and a group leader can be any representative with one or more downline recruits. Once predefined personal and/or group volumes are achieved, a representative moves up a commission level. This continues until the representative's sales volume reaches the top commission level and "breaks away" from their upline. From that point on, the new group is no longer considered part of his upline's group and the multi-level compensation aspect ceases. The original upline usually continues to be compensated through override commissions and other incentives. 

Matrix plans This type of plan is similar to a Uni-Level plan, except there is also a limited number of representatives who can be placed on the first level. Recruits beyond the maximum number of first level positions allowed are automatically placed in other downline (lower level) positions. Matrix plans often have a maximum width and depth. When all positions in a representative's downline matrix are filled (maximum width and depth is reached for all participants in a matrix), a new matrix may be started. Like Uni-Level plans, representatives in a matrix earn unlimited commissions on limited levels of volume with minimal sales quotas. 

Binary plans: A binary plan is a multilevel marketing compensation plan which allows distributors to have only two front-line distributors. If a distributor sponsors more than two distributors, the excess are placed at levels below the sponsoring distributor's front-line. This "spillover" is one of the most attractive features to new distributors since they need only sponsor two distributors to participate in the compensation plan. The primary limitation is that distributors must "balance" their two downline legs to receive commissions. Balancing legs typically requires that the number of sales from one downline leg constitute no more than a specified percentage of the distributor's total sales.[20] 

Hybrid plans are compensation plans that are constructed using elements of more than one type of compensation plan. 

Income levels
Several sources have commented on the income level of specific MLMs or MLMs in general:

The Times: "The Government investigation claims to have revealed that just 10 per cent of Amway’s agents in Britain make any profit, with less than one in ten selling a single item of the group’s products."[21] 

Scheibeler, a high level "Emerald" Amway member: "UK Justice Norris found in 2008 that out of an IBO [Independent Business Owners] population of 33,000, 'only about 90 made sufficient incomes to cover the costs of actively building their business.' That's a 99.7 percent loss rate for investors."[22] 
Newsweek: based on MonaVie's own 2007 income disclosure statement "fewer than 1 percent qualified for commissions and of those, only 10 percent made more than$100 a week."[23] 

Business Students Focus on Ethics: "In the USA, the average annual income from MLM for 90% MLM members is no more than US$5,000, which is far from being a sufficient means of making a living (San Lian Life Weekly 1998)"[24] 

USAToday: "While earning potential varies by company and sales ability, DSA says the median annual income for those in direct sales is $2,400."[25]
Criticism of MLM

The Federal Trade Commission (FTC) issued a decision, In re Amway Corp., in 1979 in which it indicated that multi-level marketing was not illegal per se in the United States. However, Amway Amway was found guilty of price fixing (by requiring "independent" distributors to sell at the low price) and making exaggerated income claims.[26]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-inreAmway-26#cite_note-inreAmway-26" [27]
The FTC advises that multi-level marketing organizations with greater incentives for recruitment than product sales are to be viewed skeptically. The FTC also warns that the practice of getting commissions from recruiting new members is outlawed in most states as "pyramiding".[14] In April 2006, it proposed a Business Opportunity Rule intended to require all sellers of business opportunities—including MLMs—to provide enough information to enable prospective buyers to make an informed decision about their probability of earning money. In March 2008, the FTC removed Network Marketing (MLM) companies from the proposed Business Opportunity Rule:

The revised proposal, however, would not reach multi-level marketing companies or certain companies that may have been swept inadvertently into scope of the April 2006 proposal.[28]
Walter J. Carl stated in a 2004 Western Journal of Communication article that "MLM organizations have been described by some as cults (Butterfield, 1985), pyramid schemes (Fitzpatrick & Reynolds, 1997),[29] or organizations rife with misleading, deceptive, and unethical behavior (Carter, 1999), such as the questionable use of evangelical discourse to promote the business (Hopfl & Maddrell, 1996), and the exploitation of personal relationships for financial gain (Fitzpatrick & Reynolds, 1997).[29] "[30]
Because of encouraging recruits to further recruit their competitors, some people have even gone so far as to say at best MLMs are nothing more than legalized pyramid schemes[7]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-autogenerated168-15#cite_note-autogenerated168-15" [16]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-autogenerated13-16#cite_note-autogenerated13-16" [17]

 HYPERLINK "http://en.wikipedia.org/wiki/Multilevel_marketing" \l "cite_note-30#cite_note-30" [31] with one stating "Multi-level marketing companies have become an accepted and legally sanctioned form of pyramid scheme in the United States"[16] while another states "Multi-Level Marketing, a form of Pyramid Scheme, is not necessarily fraudulent."[18]
See also

List of multi-level marketing companies 

Direct selling 

Pyramid scheme 

Passive income 
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MULTI-LEVEL MARKETING IN INDIA. SOME NEWS STORIES

[IN CHRONOLOGICAL ORDER]
100000 CRORE* SCAM BY MLM COMPANIES http://www.india-today.com/btoday/20030706/features5.html 6 July 2003
http://mlmcrimealert.blogspot.com/2008/02/100000-crore-scam-by-mlm-companies.html February 10, 2008
Another Rs 4,000 Crore In The Making! Hundreds of companies are using the unregulated direct selling route to run Ponzi schemes. It's not illegal yet, but it's probably time to blow the whistle on them. By Shailesh Dobhal     *1 crore=10 million
Rajat Verma/Director (Operations)
EZEEBIZ: Translation, anyone? The company recently launched a set of four Hindi-to-English books and cassettes (Price: Rs 6,615). Distributors enrol by purchasing a set but can earn returns only by signing on more distributors, not selling the books.
Pramod Khullar/Chairman
LIFE CARE: The company that sells privilege cards and toiletries has 90,000 distributors. None could be seen at its distribution centre. Now, Life Care is diversifying into durables and gift products.
Jeet Kalsi/Managing Director
STERLING LIFE: Its Delhi distribution is abuzz with activity; distributors from lower middle-class families are scrambling to pay Rs 17,500, and buy durables they do not need, and can't even sell. Their income is dependent on their ability to hire more distributors.
The district centre in Delhi's western borough Janakpuri presents an impressive sight. In heaving Delhi it is an oasis of order: neat rows of shops; covered corridors that protect shoppers from the scorching summer sun; and enough underground parking to accommodate a fleet of Hummers. Should you take the trouble to visit, you can't miss hordes of young men, some probably still in college, sporting black ties with a legend that says SL. 
In the basement of District Centre, Jaina Tower I, is the Delhi office and distribution centre of a relatively unknown company, Sterling Life (SL) India. The young men are its distributors.
At first sight, Sterling Life India appears to be just another network marketing company-those that sell through networks or parties - in the same league as "the Amways and Avons of the world", as Jeet Kalsi, Sterling's Managing Director, claims. It sells consumer durables (coffee makers, water heaters, colour televisions, and vacuum cleaners) through a network of distributors. And what a network that is; in three years of existence Sterling Life has acquired an enviable 45,000 distributors across seven North Indian cities, including Delhi.
All one has to do to become a distributor with Sterling Life is to buy consumer durables worth Rs 17,500. "Well, this amount, being significant, makes the distributor feel he is investing in a business, and therefore makes him serious about the business," is how Kalsi explains the higher-than-high entry-cost. 
Most known direct sellers charge a nominal entry fee; Avon charges nought. Sterling is a unique multi-level marketer in more ways than one. The products distributors buy is rarely sold; they just need to buy them, whether they need another television or not. Distributors earn virtually their entire commission on new referrals and not on product sales. Indeed, of the company's sales of Rs 50 crore, just around Rs 1 crore comes from such business. The rest comes from new distributors.
There's more to this unique business model: distributors aren't eligible for refunds; and when something goes wrong with a product, and it can't be repaired, "we simply replace it with a new one," in the words of Kalsi. By the end of this year, Sterling hopes to add 30,000 distributors to its network (that's a cool Rs 52.5 crore in sales).
Is Sterling really an above-the-board direct seller as Kalsi would like us to believe? And what about hundreds of other such companies, Life Care (sales: Rs 40 crore; 90,000 distributors), Interworld.Com, the erstwhile First Biz Network (sales: Rs 20 crore; 37,000 distributors), Revolution Forever (sales: Rs 6 crore; 15,000 distributors), Ezeebiz (sales: Rs 8.35 crore; 55,000 distributors), Infigrow, In Paradise Network, SBC Network, Speed Matrix India and White Sapphire, all in New Delhi; Conybio Healthcare (sales: Rs 60 crore; 1,80,000 distributors) and GoldQuest International (12,000 distributors) in Chennai; Infiniteopps (sales: Rs 17.5 crore; 15,000 distributors) in Pune; Cossets in Chandigarh; and Pioneer Ebizz in Hyderabad?
A Proxy for Ponzi
Pyramid schemes are illegal in India; the Prize Chit and Money Circulation (Banning) Scheme Act, 1978, bans them. But direct marketing is alright, and don't network marketers reward distributors for hiring more distributors? It didn't take long for some unscrupulous, but wholly legal, companies to come up with the kind of get-rich-quick-through-direct-marketing schemes that appeal to Indians. They purport to sell everything from privilege cards, soaps and cosmetics, grocery products, durables, vacations, books, educational CDs, gold coins, even sun beads.
Take the case of the two-year old, Rs 40-crore Life Care, a 90,000-member strong New Delhi-based company, ostensibly selling a discount card and a range of cosmetics and toiletries, all eponymous. When this writer visited its office-plus-distribution centre in Rohini, a residential area in North-West Delhi, the outlet supposed to dispense products was locked. It was subsequently opened for this writer's benefit, but there wasn't a single distributor in sight- strange, for a company that claims 15,000 active distributors in Delhi alone. "I am discontinuing the existing scheme, and starting a new plan with unlimited depth," says the apologetic Chairman, Pramod Khullar, when told that his company's direct marketing scheme seems more like a money-chain than anything else.
HOW IT WORKS? The Modus Operandi of unscrupulous direct marketers.
STEP 1: The law bans pyramid money schemes. So call yourself a direct marketer and identify a product you can sell
STEP 2: Sell the product to distributors but don't encourage them to re-sell. Instead reward them for identifying more distributors
STEP 3: Build the chain of distributors......as long as you can continue to, the Ponzi scheme will not come unstuck.
Companies such as Life Care can operate with impunity, reasons Sameer Modi, Managing Director of legit direct seller Modicare, because there are no specific laws governing direct selling in this country. Most countries, including Malaysia and South Africa, regulate their direct selling industries through specific legislation. In India, the concerned ministry, the Ministry of Consumer Affairs, Food & Public Distribution, states that, "...The need for a separate legislation was not felt in view of the fact that there are adequate provisions available in the Sale of Goods Act, 1930, (for regulating the sale of goods); the Indian Contract Act, 1872, (for the sale of services) and the Consumer Protection Act, 1986, (to promote and protect the rights of the consumers." That doesn't really help, says Harmeet S. Pental, the President of the Indian Direct Selling Association, because, by the time these laws can be called into effect, the damage is done. "Pre-emption and not just redressal is the need here," adds IDSA's Pental.
The law can't touch these companies because they have a product to show. "Where the business thrives more on structure of business rather than actual product sale, our suspicions are raised,'' says S. Krishnamoorthy, an Indian Police Service officer, handling crime in Chennai. "There is no question of everybody benefiting, somebody always loses.'' 
Yet, the police have not made much headway in its investigations into the activities of Conybio Healthcare, a direct seller of toothpaste (minimum price Rs 210) and sun beads (Rs 15,000).
There's no shortage of gulls. Another Chennai-based company, GoldQuest International hawks a gold coin at Rs 43,000, a 100 per cent premium over what it should cost. It has found 12,000 takers even though D. Hemchandra Rao, President, Madras Coin Society, warns that, "In the case of GoldQuest, the coin is neither a period coin nor is it by an authorised body (like government mints)." But the company's Country Head Pushpam Naidu defends it by saying: "GoldQuest is well within its rights to operate in India and I have a document from the Minister of Consumer Affairs that says so." 
Over 37,000 people have already bought an e-shop for Rs 5,000 each, from the New Delhi-based First Biz Network! 
Heard of Revolution Forever? The company's main product is a discount card priced at Rs 6,500 (it has 15,000 distributors). Ezeebiz has over 55,000 distributors for a set of four basic Hindi-to-English translation books and audio cassettes priced at Rs 6,615 besides other packages. And Pune-based Infiniteopps offers computer education packages starting at Rs 1,350 (it has over 1,00,000 customers and 15,000 distributors).
Almost every one of these companies has a binary direct selling plan that rewards distributors for recruiting other distributors. "Binary plans, by and large, are just recruitment-focused and walk a thin line from being a pyramid scheme," explains IDSA's Pental, who is also Managing Director of the Rs 100-crore Avon Beauty Products. IDSA estimates that there could be 1,000 such companies out there, paying unsustainable returns of around 80 per cent on sales (the legit ones pay 40 per cent) largely for recruitment. At average sales of Rs 3-4 crore, the size of this industry is around Rs 4,000 crore (the actual number could be much larger), far higher than the Rs 1,723-crore organised and legitimate direct selling industry in India.
Buoyed by the lack of regulation, more unscrupulous entrepreneurs are entering the business. In the past six months, 39 new members sought membership of IDSA, with just two being short listed for consideration, a measure of the rot that has set in the industry. And existing ones are diversifying. First Care is moving into durables and gift hampers; Sterling Life and Revolution Forever into toiletries and cosmetics. And all of them believe there is nothing illegal (there isn't) about their business. "We're not pyramid, but binary," says Manmohan Gupta, Chairman, Interworld.Com. "And who is IDSA to cast aspersions on our model?" Not that these aspersions count for anything: IDSA reported the activities of First Biz Network to Delhi Police in April 2003 ("...we feel is operating money circulation scheme..."), through a letter to the Assistant Commissioner of Police, Kalkaji (a South Delhi neighbourhood), in whose jurisdiction the company is based. Nothing much happened, because existing laws are geared for redressal, not pre-emption.
Things will probably continue in the same tenor until a large pyramid scheme company disguised as a direct seller goes under (all pyramid schemes are based on the company's ability to keep growing its base of distributors; the minute its network stagnates, its business becomes unsustainable). By then, it may be too late.
-additional reporting by Nitya Varadarajan and Dipayan Baishya
Information about Amway also found on pages 4, 5. The other major MLM Indian scam was GoldQuest/QuestNet. 
It remains in the news till the time of my writing this article. However, I could not find the related paper clippings that I had preserved over the years, and I inadvertently deleted the page on which I had typed the rest of the information- Michael
MLM WATCHDOG http://www.mlmwatchdog.com/3_MLM_India.html [More below]
EDITORS NOTE: INDIA
India is a great country with nice people. MLM has been legal there since 2000. They are still working on how to define pyramid scheme vs. true MLM. 
It is a little like the wild wild west. In Bombay 5 miles of a street are door to door MLM companies. People walk down the street window shopping for an MLM company to join! There are many good MLMs in India.
http://www.mlmwatchdog.com/3_MLM_India.html NEW GOLD SCAM REPORT FROM INDIA! 
Prime Goldbiz has worked its way into the U.S. It looks a lot like the old Gold Unlimited Binary plan that was shut down by the Feds! There are NO profit margins in gold it is a "commodity" so it is hard to mark up gold and sell it to customers! Prime GoldBank, a UK-based company is supposedly behind this one and is fool buzzing newbies with financial terms. Here is a report from India on the Goldbiz pyramid scheme scam! Slow load website! 
http://www.deccanherald.com/deccanherald/sep30/i7.asp [NOT OPENING]
http://www.mlmwatchdog.com/3_MLM_India.html
MARKETING FRAUD – CHARGESHEET READY Express News Service March 10, 2004

http://cities.expressindia.com/fullstory.php?newsid=78396
Chandigarh, March 9: THE chargesheet in the Rs 30-crore multi-level marketing fraud perpetrated by Artex e.com and Twisha Diamonds is ready and will be submitted in the court by the Economic Offences wing of the UT police on Wednesday. This is the biggest MLM fraud by a single company in Chandigarh, which duped almost 27,000 persons. 

Also, the proceedings to declare S S Sandhu, the company’s director, a proclaimed offender is now in the final stages. Sandhu has been absconding since December 20 last year when the police had swooped down on the Sector 34 office of the company to seize records. His hue-and-cry notices have already been circulated at international airports and seaports. The other director, Jasdeep Singh Bains, has already been arrested and is behind bars. 

The company by the name of Artex e.com was started by Bains and Sandhu in 2002 which made almost 7,000 members in Chandigarh and Panchkula till March 2002. The company then took Rs 5,500 from them to enroll them as members earning almost Rs four crore this way. Thereover, Bains opened his own company by the name of Jobs Online.com and handed over the reins of Artex to Sandhu. Police say Sandhu then changed the business strategy and started charging Rs 16,500 per person and enrolled almost 15,000 more members. Then, in July 2003, Sandhu folded up Artex and opened Twisha Diamonds in the same Sector 34 premises and made 5,133 more members, charging Rs 4000-7000 from each one of them. 

The police had also found as many as nine bank accounts of the company along with receipt books running into serial numbers up to 50,000. Police say a series of supplementary chargesheets will be submitted in the matter. This first chargesheet involves complainants duped to the tune of a total of more than Rs seven lakh. 
http://www.mlmwatchdog.com/3_MLM_India.html HISTORICAL INDIAN FAN COMPANY GOES MLM April 2004  Kedia Stride a spin-off of Kedia fans very intelligently started an MLM company with consumables for a back end since fans last too long! Kedia fans are used throughout the orient and are a legendary name. This shows the power of MLM as a divisional diversification for major companies worldwide. http://newstodaynet.com/17apr/bu8.htm   
http://sify.com/finance/fullstory.php?id=13450949 [NOT OPENING]
http://www.mlmwatchdog.com/3_MLM_India.html MLM FIRM’S DIRECTORS’ BANK ACCOUNTS SEIZED April 18, 2004
http://timesofindia.indiatimes.com/articleshow/623547.cms 
CHANDIGARH: Bank accounts of directors of a multi-level marketing company, ‘Hamara Future Sales Network', were seized by the UT police on Saturday. 
Ashish Mahajan and Ajai Patel were arrested by the police after conducting a raid at their office in Sector 34 on Friday for cheating, criminal breach of trust and under Sections 3 and 4 of Pride Chit Money Circulation and Banning Act. 
The accused had two bank accounts in ICICI Bank, Sector 34, two in UTI Bank, Sector 34, one account each in Bank of Punjab, Sector 32, Citibank, Sector 8, IDBI Bank, Sector 8 and Canara Bank, Sector 35. They had also opened two accounts in ICICI bank for insurance purposes which they were offering against the membership fee of Rs 1,500. 
The district court has remanded the accused to police custody till April 20. The MLM company has 1.65 lakh* members across 22 states out of which 30,000 are from Chandigarh. *1 lakh=1 hundred thousand
The directors have allegedly forfeited the membership fee of Rs 1,500 of many of the members. The company had also promised an income of Rs three lakh per week to the members which they never earned.

http://www.mlmwatchdog.com/3_MLM_India.html POLICE BORROW MONEY?  FAT SCAM! August 2004 
Borrowed money my foot!! Long held in MLM lore is that if you want to run a scam in India or a legit MLM is that first you get the local police to take a pay off!!! They then report you to the national government as having been inspected and legal.  Even if it is a SCAM! The Indian National Government is INFECTED at the roots! So if your company is going into India expect local payoffs to the police to be on the National roster of legit companies! Hang on Lust and Money!  http://newstodaynet.com/21aug/ld4.htm [NOT OPENING]
MULTI-LEVEL MARKETING SCHEMES ILLEGAL: HIGH COURT By Our Staff Reporter January 26, 2005

http://www.hinduonnet.com/2005/01/26/stories/2005012612250800.htm
CHENNAI The Madras High Court has ruled that the multi-level marketing (MLM) scheme, by whatever attractive name it is called, is illegal, and that the Director-General of Police and other law enforcing authorities must have "a watchful eye on all such activities and take timely action." 

Justice A.K. Rajan (who has since retired), dismissing a writ petition filed by Apple FMCG Marketing (Pvt.) Limited, seeking to declare its "network marketing system" legal and not in contravention of the provisions of the Prize Chits and Money Circulation Schemes (Banning) Act, said: "This scheme creates a chain of customers and the long and unbroken chain ensures a larger amount of easy money. The shorter and missed links in the chain result in earning lesser commission. Secondly, the person concerned does not get the value of money he pays. Thirdly, the companies collect service charges on the sale of goods. No service charge can be collected while the goods are sold. Apart from that, the MLM results in exploitation of personal influence of each and every distributor or his close relative. If a superior officer or his ward is involved in MLM, the subordinates are forced to become members in the chain." 

In its petition, the company complained that the police interfered with their business activities, such as organising seminars. There was no promise of easy money in the business and no complaints had been filed against it. While the Home Secretary said he had been "unnecessarily impleaded" as a party, the DGP denied that the police were disturbing the company's seminars and meetings. "Persons are lured to become distributors only on the hope or expectation that he may get more money by way of commission if he sells the products. At one point of time, the progress of the chain will stop. Persons who buy the product may not find any further distributor to purchase from them. But by that time, the company would have earned enormous profit. A large number of persons, lakhs or even millions, would be left cheated," Mr. Justice Rajan said. 

Successful distributors fail to get themselves registered under the TNGST Act. "The system exploits the personal influence an individual has in the society. The `distributors' are found to influence their subordinates or friends." 

Declining to grant any "blanket or omnibus" order in favour of the company, Mr. Justice Rajan said, "there are other comparatively bigger associations or institutions or companies which adopt similar schemes." 

http://www.mlmwatchdog.com/3_MLM_India.html INDIA SOCIAL GROUP EXTORTS MLM COMPANY 21 April 2005 
A social group Chhava Sanghatana (which is like the Elks in the U.S.) attempted extortion on an MLM Company Samruddha Bharat, near Pune India. The extortionists asked for money and a car. The police picked up the Extortionists and are investigating their claims again the MLM Company. Extorting MLM companies is a common occurrence in India
http://cities.expressindia.com/fullstory.php?newsid=125847
3 held for demanding ransom from multi-level marketing company. Police probe counter complaint that company had duped investors Express News Service 

Pune, April 21: THREE workers of Akurdi-based Chhava Sanghatana, a social organisation, were arrested by the Nigdi police after officials of Samruddha Bharat Multi-Level Marketing (MLM) company lodged a complaint accusing them of demanding a ransom. The police have also begun investigating the dealings of the firm after a cheating case was filed on the basis of a complaint application moved by the Sanghatana. 

Deputy Commissioner of Police (Zone III) Ajit Patil said the arrested include Babasaheb Patil, Santosh Gaikwad and Madhukar Jagtap, adding that the police were looking for two others. 

On Friday, Samruddha Bharat company officials Milind Arya and Vivek Nanivadekar lodged a complaint at Nigdi police station alleging that the five workers of Chhava Sanghatana had demanded Rs 10 lakh and a car after claiming that the Sanghatana had received complaints against the company. The duo were restrained at the Sanghatana’s office on Wednesday. 

Patil said the Sanghatana had also submitted an application to the Nigdi police accusing the company of cheating some Rs 5.4 lakh investors by promising hefty returns on investments and the amount involved could be over Rs 45 crore. The Nigdi police has filed a case of cheating against the company and investigations have been handed over to the Cantonment police since the company’s headquarters are located in Pune Cantonment area.
http://www.mlmwatchdog.com/3_MLM_India.html INDIA HIT BY OLD US WORK FROM HOME SCAMS May 2005 These Non-MLM scams of work from home online have moved to India. These scams ask for money to get folks a work from home business for a fee. They get a worthless list. Worse yet, are Ad Placers online where there is no payment except for signing up other people that pay money to join. The scammers in India picked up the ideas after the US had already started throwing crooks like this in Jail. Too bad there is not an International Authority that can track the Intellectual transfer of scams between countries. http://www.navhindtimes.com/stories.php?part=news&Story_ID=050724 [PAGE NOT FOUND]
http://www.mlmwatchdog.com/3_MLM_India.html MLMIA TO BOOM IN INDIA June 2005
The Multi-Level Marketing Association has implemented its Global Expansion Plan to expand its reach to India after setting up a base in Singapore.  N. Khanagendrran, President and Chief Executive Officer of Chennai-based Conybio Healthcare (India), will be the President of MLMIA India.  Ed. Note: your editor is Legislative Chair for the MLMIA and has already submitted material to a study being done in India on the implementation of MLM laws there.
http://sify.com/finance/fullstory.php?id=13812712 [See web page for details]
http://www.mlmwatchdog.com/3_MLM_India.html SRI LANKANS CAUGHT IN WEB PYRAMID October 25, 2006 
A Ponzi-style scheme masquerading as a key punch outsourcing company scammed people out of millions of Rupees. The scam Seagullsoftwares packed up bags in the dark of the night and left the country.
http://www.lankabusinessonline.com/fullstory.php?newsID=1690636411&no_view=1&SEARCH_TERM=2
Hundreds of Sri Lankans caught in a new pyramid scam variant

A Ponzi-style fraud that was masquerading as an internet based outsourcing company, shut up shop Wednesday, leaving thousands of Sri Lankan defrauded of millions of rupees. Mt. Lavinia police said the operators, who ran a company called Seagullsoftwares have fled the office and they had no idea how many people had joined the scheme. 

“I invested 650,000 rupees and I was supposed to get my first payment today,” a dazed victim Mohammed Imran said. 

“I am not in a mood to talk anymore.” 

The company which claimed to offer internet based data entry work for a monthly payment first asked people who joined the scheme, to make a deposit of 6,500 rupees to purchase what was called a ‘slot’. After 45 days the firm promised to make a payment of 4,500 rupees every month, provided some data was entered into a website. 

The operators claimed it was a BPO operation. The firm had offices in several locations including Mount Lavinia. 

Two Indian nationals who were king pins of the scheme are now believed to have fled the country. 

A Ponzi is a variation of a pyramid scam where the people who joined first are rewarded with the money taken from those who join later. They are named after Charles Ponzi an Italian immigrant in the United States who offered high returns for investing in a business which in traded postal coupons. 

Sri Lanka’s central bank recently disbanded a special investigation unit that was investigating financial scams under controversial circumstances. A top official said urgent investigations into financial scams have been completed and other departments could carry out the remaining work. 

RELATED STORIES

New twist to Sri Lanka central banks' GoldQuest probe 01 October, 2006 http://www.lankabusinessonline.com/fullstory.php?nid=2066258034 
Sri Lanka GoldQuest controversy takes new turn with Central Bank denial 19 September 2006
http://www.lankabusinessonline.com/fullstory.php?nid=65785994 
CHENNAIITES TRAPPED IN QUEST FOR GOLD by A. Selvaraj, New Indian Express, March 13, 2007

Several Chennaiites have been trapped in a Multi-Level Marketing (MLM) network running into crores of rupees.
Strangely, the police have been slow in investigating into a complaint of cheating against those operating the network.

The MLM business carried out by GoldQuest International Private Limited from its office on McNichols Road in Chetpet, has been going on for a few years now. GoldQuest has been luring people to invest over Rs 32,000 promising to give them a unique six-gram gold coin with the pictures of historic personalities and deities embossed on it. Each client is promised the potential of earning up to one crore rupees by introducing new members in pairs. However, Savithri Kannan of Adyar, who had introduced two of his friends into the MLM network was shocked when the company did not deliver the gold coin despite a lapse of over three months. When his friends began pestering him, Kannan submitted a petition to Greater Chennai Police Commissioner Letika Saran seeking action against the company.
"Soon after I approached the Commissioner, the company offered to return the money invested by my friends. Later, one of the company’s lawyers called me to strike a compromise. He offered to return the money paid by me and six acquaintances if I withdrew my complaint. However, I am keen that the case reach its logical end after investigation," he said. 
"For introducing each customer, we have to take them for meetings for which an entry fee of Rs 50 is charged. It is not easy to find persons who would invest Rs 32,000 upwards for this scheme and as such I have ended up spending an extra sum of Rs 10,000 for the travel and meeting fees of several of my friends and relatives only to find few takers. This is a big trap and I want to ensure that others do not fall into it like me," Kannan said.

According to him, the police have failed to pursue the case as, "My friends have given it in writing that they were satisfied with the police action initiated. However the police have completely ignored my complaint."

Another victim, Gopal, admitted that he had joined the MLM network and ordered an embossed coin a year ago. "I did not get the coin. When I enquired with the company staff in Chennai, they promised to give me the coin soon. But after four months they gave me a Saraswathy coin which can be purchased at any jewellery point," he claimed. 

When contacted, Deputy Commissioner of Police, (Central Crime Branch), Dharmarajan said, "We have not received any complaints about this MLM."
GoldQuest manager (Special Products and Strategies) Pushpendra Kumar Shukla denied the charges. "We have a separate logistics unit to maintain delivery of goods. On some occasions when the buyer is not available at his or her house, the coin is returned to our office and there is a delay." Shukla argued that the company never forced anyone to join the network. "The gold coin which we sell is made from 999.9 fine gold. We get them done at the BH Mayers mint in Germany. After minting each medallion, the mould is destroyed in the presence of a competent authority, making it unique. It is priced at Rs 32,700 after factoring for manufacturing and transportation costs," he said.
[BOX] WHAT THE ACT SAYS

Under the provisions of the Prize Chits and Money Circulation Schemes (Banning) Act 1978, 'money circulation schemes' mean "Any scheme, by whatever name called, for making quick or easy money; or for the receipt of money or any valuable thing as the consideration (or a promise to pay money), on any event or contingency relative to the enrollment of members into the scheme. It is applicable to both – the sponsorer and the participants or subscribers."

However, the former Secretary in the Union Ministry of Consumer Affairs Food and Public and Distribution, Wajahat Habibullah has a letter D.O no.21/22/IT/2001 issued on March 21, 2003 said, "We have consulted with Ministry of Law and the Prize Chits and Money Circulation Schemes (Banning) Act 1978 are not applicable to companies dealing with distribution of goods including Multi-Level Marketing/Network Marketing companies."

LAX INDIAN LAWS MEAN THERE’S NO CURE FOR 'WONDER DRUGS' March 3, 2008 khushboo.n@livemint.com 
By Khushboo Narayan & C.H. Unnikrishnan http://in.biz.yahoo.com/080302/259/6rgfr.html
http://www.livemint.com/2008/03/03002716/Lax-Indian-laws-mean-there82.html 
Industry estimates show that multi-level marketing, especially those related to the health care segment, has annual sales of at least Rs10,000 crore in India

Mumbai: From his house in Santacruz, a western suburb of Mumbai, E.M. Lobo doles out an unclassified substance that he says will cure people of the most lethal ailments—cancer, HIV/AIDS, heart disease, diabetes, blood pressure, arthritis and more. The wonder drug, made by a US-based company, is sold through a network of independent distributors than over pharmacy counters. Lobo is one of those distributors. He works for 4Life Research USA Llc., a multi-level marketing company which claims that the substance, based on what it calls the “transfer factor” formula, can boost human immunity levels 437% and cure these diseases and disorders. Never mind that the world’s top drug companies are still spending billions of dollars to find cures for most of the conditions this drug addresses.

Transfer factor refers to a group of proteins credited with transferring immunity from parents to their children. It is found in eggs, white blood cells and colostrum, which is a complex milk protein produced in late pregnancy or soon after giving birth.
“We are not doctors but we have common sense, and we know that the only way to build good health is supplements,” says Lobo, who calls himself a wellness guru. The company’s drug, he says, is a patented concentrate of transfer factors from cow colostrums and egg yolk. It costs Rs 3,000 for a bottle of 60 capsules and has been sold in India for the past nine months. With no legal sanction, the 4Life product is yet another instance of so-called magic remedies touted unchecked through multi-level marketing route, involving several layers of distributors and retailers, and finally reaching customers. 

Earlier, Conybio Healthcare (India) Pvt. Ltd, Japan Life and Amway Corp. took the same path to sell health care products with unsubstantiated claims.

Vasant Pandit, the promoter of Japan Life, was arrested by the Delhi Police in 2005 on charges of duping his distributors and investors of crores of rupees. The company, which was raided in offices across India, used to sell imported health magnetic beds called the “Japan Life Total Sleeping System” through multi-level marketing claiming cures for arthritis and diabetes.

“As India still does not have laws to regulate food/dietary supplements, many companies take advantage of this and come out with products that they claim are therapies for complicated diseases,” says Bhadra Sen Gupta, a leading oncologist in Mumbai who recently initiated a patient awareness programme to guard against quacks and advertisements touting magic remedies.

Lobo claims the transfer factor is not a drug but a nutritional supplement and does not need a prescription. “Transfer factor is not a medicine, drug, vitamin, herb or mineral. It is an immuno-molecule that has all the intelligence like a memory chip. It can transfer the immunity to the body and overnight you enjoy a very powerful immune support.” He says he has even engaged doctors to sell the product. “There is no such thing as prescription. If a doctor understands the product, he will give it to his patients along with other medicines. We are selling transfer factor through a lot of doctors in Mumbai.”

Padmanabhan Kubal, another distributor for 4Life in India and an associate of Lobo, cannot stop praising the drug. “My friend was suffering from arthritis for the past 10 years. He was under treatment but it was of no use. But after taking this product, his reports showed an improvement of more than 40% within 20 days,” he says.

The duo has support from doctors such as Swati J. Shah, a homeopath practising in Mumbai. Shah says the transfer factor has no side effects. “This is not a medicine and it does not have any side effects. It is not habit-forming and has no threats from overdosing,” she says.
India’s Drugs and Magic Remedies Act, a law that is rarely enforced, gives drug regulatory departments or the police the right to take action against misleading advertisements related to treatments, including arrests and seizure of the products.

Maharashtra’s food and drug commissioner S.A. Momin says: “We have booked at least 20 such cases in the last two years in Mumbai, and many companies and individuals are already on trial or have been punished with jail terms and fines.”

A couple of years ago, the Kerala government banned the products of Chennai-based Conybio Healthcare, which sold undergarments, stockings, bangles and mattresses that it claimed would cure diabetes, arthritis and heart ailments. However, with no effective regulation to check face-to-face promotions and oral claims, the company could override the ban through multi-level marketing.
Industry estimates show that multi-level marketing, especially those related to the health care segment, has annual sales of at least Rs10,000 crore in India.

In multi-level marketing, an independent distributor recruits people not only to buy and sell products but also to recruit more people. The new hires, in turn, recruit more people, thus forming a chain. Each member earns a commission for expanding the network as well as selling the product.

This kind of marketing was banned in India in 1978. The country’s laws also ban “money circulation schemes” in all forms—multi-level, network and direct marketing—but companies have managed to exploit the loopholes in the system to spread their businesses.

Conybio’s general manager Vijay Chandran says: “Conybio offers fabrics and other bodywear that has bio-ceramics, which emit infra-red rays that help in faster recovery from diseases.” 

According to him, these products do not require any health-related regulatory clearances in India and are imported from Malaysia. The company did not respond to other queries sent on an email on its multi-level distribution structure.

Rajat Banerji, corporate communication head of Amway Corp. in India, says the company has launched 17 products in the nutritional and wellness segment across the country. However, the company’s official website shows only two such products in its list: Nutrilite and Positrim. “Amway is a direct selling company and believes in selling these products directly from the distributors to the consumers. This is precisely the reason why our products are not available on (shop) shelves,” he says.

Although products such as the one sold by 4Life have no approval from the US regulator Food and Drug Administration, Lobo sets forward yet another view. “In most cases, these brands are cleared in the country where they are manufactured. In this case, it is an American company so the regulations are stipulated in the US. Our country has no objection if it is cleared in America because they have a certain understanding from their angle,” he argues.

But unlike other multi-level marketing schemes, 4Life distributors in India use brochures and pamphlets to advertise. One of these seen by Mint assures: “Positive result on cancer, heart diseases, diabetes, blood pressure, arthritis, asthma, Parkinson’s, sinus, thyroid, allergies. 4Life transfer factor products have been recommended by the Russian federation for use as immune modulators.”

When Mint called 4Life’s US corporate headquarters at Sandy, Utah on 21 February, it was directed to email David Brough, the marketing head of 4Life operations in India. An email sent to him the same day was not responded to.
A senior official of the Central Drugs Standards Control Organisation, India’s apex drug regulatory body that clears all new drugs for the local market and oversees import regulations for drugs and therapeutic products, says he had little information on 4Life. Adds Momin: “Multi-level marketing schemes often do not use publicity material as these people canvas their customers on a one-to-one basis. So, it has become a challenge for regulators to get enough proof against the false claims.”

Former drug controller general of India M. Venkateswarlu says the law has to be amended to cover all new frauds. If a company labels a product as a food or dietary supplement, there is no legal provision to control its quality, manufacturing and marketing it does not fall under either drug or food categories.

The Union government had in 2000 proposed a dietary supplement Bill, but a draft itself did not find consensus among various ministries and departments and has been in cold storage since. Taking advantage of this, several companies have started labelling their “magic remedy” products as dietary supplements.

http://www.mlmwatchdog.com/3_MLM_India.html GOLD QUESTS CHENNAI COMPLAINTS RISE May 7, 2008
Operating under the name Quest Net mad folks are hitting the police commissioner and the Central Bureau of Investigation is coming in. http://www.asiantribune.com/?q=node/10972 
Police face more gold fraud complaints

Chennai, (newstodaynet.com): The network members, who lost their money in the QuestNet, a multi-level marketing company, are continuing to storm the Chennai Police Commissioner’s office with complaints. According to sources, the police who sealed the company’s office is planning to freeze its bank accounts and arrest its founder Vijayendran who is in Hong Kong. The case is likely to be transferred to Central Bureau of Investigation (CBI) for further investigation.

Meanwhile, Quest Net officials forwarded SMS to the network members requesting them not to file their complaints against the company, as they were innocent. After losing the hope of getting their money back, the victims lined up at the Commissionerate for lodging their complaints. Unable to tackle the crowd, a separate counter was set up in front of Commissioner’s office to issue petition copies to be filled in by the affected persons.

Meanwhile the complainants who reached the Commissionerate today had different tale of woes to reveal to the policemen. Many claimed that joining Quest Net was one of the worst decisions in their life.

An auto driver said that he pledged his wife’s jewellery to pay the amount in gold firm a couple of years ago. 
One of the network members convinced that he would be able to earn lakhs of rupees by just purchasing a gold coin and by putting little effort to sell their products to others. Another member Lakshmi alleged that only few have benefited from the scheme, ‘while a person like me had fallen prey to lofty claims made by representatives of the company.’

The victims also alleged that they were asked to attend meetings in five-star hotels where senior men from the firm coached them how to market the products and enroll customers.

Initially, the persons who attended the meetings were asked to sign a form and later the officials from the firm pressurised them to pay the money soon. 

For the Quest Net officials, the police action came like the bolt from the blue as they were yet to recover from the excitement of the attractive show in a star hotel.

It may be noted, acting on a complaint from one of the company’s network member, the police arrested seven persons on the charges of fraudulent business practices. According to the complaint, Quest Net refused to give him the gold coin after paying Rs one lakh on the ground that he failed to enlist 10 more members.

http://www.mlmwatchdog.com/3_MLM_India.html GOLD QUEST BEING SHUT DOWN July 2008
At last, the evil GoldQuest is being shut down, no customers and a binary that is a pure money pumper.
http://www.mlmwatchdog.com/3_MLM_India.html MLM - NETWORK MARKETING IN A MORASS 15 September 2008
India is in disarray over the lack of MLM laws or guidance. The public is calling for clarification. Over three years ago, the MLM Watchdog contributed to a book that the University of Prue (India) was putting together. This book was to review world-wide standards based on common sense about MLM legal requirements. It was to go to the Indian Parliament. Years have passed, and no standards have developed in India. Scams are worse than the U.S. or Singapore in the number that thrive on Indian streets.
http://economictimes.indiatimes.com/Analysis/Remove_policy_ambiguity_on_direct_selling_industry/articleshow/3483601.cms 
Remove policy ambiguity on direct selling industry
NEW DELHI: India lacks a clear policy on direct selling (DS), which under a proper regulatory framework could have given millions with limited means a legitimate tool to earn a decent living and develop marketing and management skills. The caution on display to forbid pyramid/money circulation companies and chain companies — whose incidence is only growing despite government crack-downs — limits the growth if not birth of DS units. 

The situation in India is in sharp contrast to that in the US, most of Europe and Singapore especially as these countries have legalised (and thriving) DS industries — the global size of the industry was around $110 billion in 2007— under meticulous, yet non-intrusive regulatory frameworks. Even China now permits DS by calling it “sales away from a fixed location” although subject to several conditions such as minimum paid-up capital ($6.5 million) for each DS firm; specified experience outside China; and ban on multi-level marketing (MLM) unless the distributor is ‘authorised agent’ of the DS company. 

In Singapore’s case, it is a clear case of realisation of the legitimacy and lawfulness of DS industry considering that that country had enacted the restrictive Pyramid Schemes and Multi-level Marketing (Banning) Act in 1978, immediately following the worldwide scam “Dare to Be Great.” (This scheme was also operational in India as a money circulation scheme. It was operated by a felon by the name Glenn Turner). 

Even when the ban existed, Singapore was wont to permit direct selling provided that no payment was made by a company to a distributor for any services other than personal sales. Singapore rethought its position in mid-1990s, owing to legitimate pressure from the business community to add MLM component to their operations in order to cut outsourcing to Malaysia. The DS distributors could convince the Singapore government of the potential benefits of MLM as “a compensation system through which companies pay distributors for marketing and sales support services in addition to sales,” in which many safety mechanisms are in-built. 

For starters, direct selling is the distribution system employed by certain companies in which they engage private citizens on a contractual basis to sell their products/services to the consumers. The distributor, being not an employee of the company, will, in most cases, be able to set his schedule, retail price and level of effort (mostly with the comfort of the company’s promise that it won’t undercut his sales efforts). The distributor’s compensation comprises the margin between the wholesale and retail prices of the product and also the extra bonus paid by the company to him when sales volumes hit certain levels. The main problem with this practice from the point of view of policymakers and regulators arises when the DS company encourages its distributors to recruit customers to become distributors themselves (this is what is called MLM). This is being done by offering the primary distributor a compensation if his recruit is able to generate additional sales. The system of linking commission to new distributor recruits (rather than sales) is considered to be inherently flawed and unsustainable and so, requiring regulatory crack-down. 

But this problem, it is now reasonably established by the US, EU and Singapore regulators, can be resolved by establishing a system that recognises the economic benefit of MLM operations. Linking compensation to sales would ensure that properly regulated MLM is not akin to a pyramid scheme, Indian Direct Selling Association (IDSA) said in a recent presentation to the central government. The legitimate direct selling industry in India is clamouring for differentiation between them and (fraudulent) pyramid/money circulation schemes. IDSA demands legalisation of the DS industry. According to it, the correctness of the behaviour of the DS units can be ensured through a few a steps: link commissions to product sales (not to more recruits as done by ‘chain companies’); give direct seller the option to exit after a reasonable period with refund; ensure quality of products; obviate inventory loading. 
In India, currently, provisions of Sales of Goods Act, Consumer Protection Act, and those relating to restrictive and unfair trade practices, packaging regulations etc. mutatis mutandis apply to direct selling. It is not otherwise clear which law — whether framed by the Union government or the states— will apply to the DS industry. 

If you compare the size and magnitude of the global DS industry with that of India’s, it is very clear that the industry needs policy support, in the form of removal of the regulatory ambiguity. There are over 3,500 companies globally that use only DS for sales, with 61 million distributors aggregating sales of $110 billion. In comparison, Indian DS industry’s turnover is just about Rs 2,500 crore (excluding insurance product sales) with 15 lakh distributors. Obviously, there is a lot of potential for employment in the sector provided the most important safeguard— no payment unless product is sold— is in place.
KANAKDHARA’S DIRECTORS ARRESTED: FATHER, SON CAUGHT FOR RS 100-CRORE FRAUD February 7, 2009
http://timesofindia.indiatimes.com/India/Father_son_caught_for_Rs_100-cr_fraud/articleshow/4089759.cms 

MUMBAI/DELHI: A father and son, who were on the run after cheating nearly 10,000 people across the country through a scheme offered by their firm, were finally arrested in Delhi by the Economic Offences Wing (EOW) of Mumbai police. 
Bhupendrasingh Bakshi (54) and his son, Gurkaransingh (24), had floated a firm, Kanakdhara, which offered unbelievable annual returns of Rs 10 crore on a one-time investment of Rs 3.5 lakh. Several Mumbaikars, including senior citizens and women, fell prey to the scheme. Some of them even took bank loans and mortgaged their ornaments to raise the sum. Police said the fraud is pegged at nearly Rs 100 crore. 
"The Bakshis had opened offices in a number of states like Bihar, Punjab, Assam, Tamil Nadu and Delhi. Apart from Kanakdhara, they had also floated another firm where investors who bought gold from them were promised special incentives if the firm made a 100% growth,'' investigating officer Dilip Mangaokar said. 
The Delhi police had also booked the Bakshis in a case of fraud but the duo obtained interim bail from Madras high court. Bhupendrasingh, his wife and son were staying at his parents' residence in Janakpuri. But when the police started looking for them, they fled. 
"We have been communicating with the Delhi police. On the basis of specific information, our team went to Delhi and nabbed the duo on February 1,'' additional police commissioner (EOW) Sanjay Saxena said. Of the total number of people conned, nearly 3,000 are from Maharashtra and 1,500 from NCR region. 
Kanakdhara, started in 2007, was not approved by the Reserve Bank of India. Earlier, a reward of Rs 20,000 was declared on each of the Bakshis by the Delhi police. The cops have seized 16 accounts of Kanakdhara from different banks and found Rs 15 lakh in them. Four SUVs, including a BMW and a Honda car which Gurkaransingh used to drive, have also been seized. "We have written to authorities in Rajasthan to confiscate 483 acres of land bought by Bhupendra in Bikaner. Their offices in west Delhi and Oshiwara in Mumbai have been sealed,'' added a senior officer. 
According to investors of Kanakdhara, the Bakshis used extensive marketing strategies to promote their schemes. Agents were appointed to take meetings of investors in a packed hall at Goregaon (E). A website was launched and VCDs explaining the scheme were distributed. Attractive rewards and plots of land were promised. "An initial payout of Rs 24,800 was given to investors to gain their confidence; some of them were even given bikes. But after a few months, the cheques stopped coming,'' an investor said. 
Two of the company's agents, Manoj Oza and Kiran Patil, were arrested by the Oshiwara police in November. 
The Bakshis would boast to investors that they were planning to buy property in the UK. The EOW will conduct a probe into their assets. A local court has remanded them in police custody till February 13. The CBI is also investigating a bank fraud case against them. 

RS 50-CRORE CON BUSTED, TRADER HELD FOR DUPING OVER 2,500

http://www.indianexpress.com/news/rs-50cr-con-busted-trader-held-for-duping-over-2-500/496646/ August 1, 2009

A conman, who duped nearly 2,500 investors, including a large number of defence personnel, was arrested in Dehradun on Wednesday. Delhi businessman Naveen Sharma (36), the chairman of the financial companies Money Mantra and Big Leap Multi Trade Limited, is believed to have absconded with over Rs 50 crore. 

After evading arrest for over three months, he was arrested by the Special Operation Squad of the Crime Branch. Sharma had floated a multi-trade marketing scheme. His investors were mainly personnel of the armed forces like the Indian Army, the Navy and the elite National Security Guards. 

Deputy Commissioner of Police (Crime) Neeraj Thakur said Sharma promised investors a 10 per cent interest every month on their principal amount. Initially, he honoured his commitments, but after the markets crashed because of global recession, Sharma failed to make payments. “To save face he continued paying fixed monthly returns to investors and because of this, his debts multiplied,” DCP Thakur said.
RBI CIRCULAR FOR MLM COMPANIES IN INDIA September 16, 2009

http://www.rbi.org.in/scripts/BS_CircularIndexDisplay.aspx?Id=5271 

Adherence to KYC/AML guidelines while opening and conduct of the accounts of Multi Level Marketing firms

RBI/2009-10/158
UBD. CO. BPD. PCB.Cir. No.9/12.05.001 / 2009-10

The Chief Executive Officers of All Primary (Urban) Co-operative Banks
Dear Sir/Madam

1. It has come to our notice that certain firms posing as Multi Level Marketing (MLM) agencies for consumer goods and services have been actually mobilizing large amounts of deposits from the public with promise of high returns. The names of some of these firms are:

i. Fine India Sales Pvt. Ltd. 

ii. Lakshya Levels Marketing 

iii. Eve Industries 

iv. Trident Advertising & Trade Links Pvt. Ltd. 

v. Super Life Link Distributors 

vi. Lue Brain Education Society 

vii. Manya Mantra Marketing 

2. The representatives of the above firms had opened accounts at various bank branches at different locations in the country and numerous small cash deposits were being made in those accounts. The firms and their agents had reportedly promised very high returns on deposits and lured common people to part with funds in the name of certain investment/deposit schemes. These funds, running into crores of rupees, were being pooled at the Principal Accounts of the MLM firms and the funds were eventually flowing out of those Principal Accounts for purposes apparently illegal or highly risky. These firms had managed to get very large number of cheque books issued from the banks and they have, in turn, issued to the depositors, post dated cheques for small amounts representing future interest dues and deposit payments. The small depositors were depositing the money in the accounts of MLMs at places far away from the places where the accounts were actually opened which was facilitated by Core Banking Solution (CBS) offered by the banks. Since the operations of the firms are essentially deposit taking activities involving unusually high returns, the ongoing repayments of interest and deposit amounts in respect of existing deposits would depend on continuous and uninterrupted flow of fresh deposits with increasing volumes. Therefore, at some stage, the flow of deposits is bound to be stifled and post dated cheques tendered thereafter would bounce, due to inadequate funds available in the accounts.

3. Some of the above firms were advertising their deposit schemes through websites. A few such website addresses are:

http://www.alaskaindia.net/business_plan.html
http://www.fineindia.net/
Preliminary reports reveal that the names of the banks, where the MLM firms or their agents were maintaining accounts were getting associated with such operations of MLM firms. This has potential reputational risk for the banks, especially in the event of the firms failing to repay the depositors. Incidentally, as it appears, during personal contacts with the prospective depositors some of these MLM firms or their agents had used the name of the banks where they had accounts. 

4. In view of the above, we advise that banks should be careful in opening accounts of the marketing/trading agencies etc. Especially, strict compliance with KYC and AML guidelines contained in circulars UBD.CO.BPD (PCB) No. 1/12.05.001/2008-09 dated July 02, 2008 and UBD.PCB. Cir. 30/09.161.00/2004-05 dated December 15, 2004 issued by RBI should be ensured in the matter. 

5. In cases where accounts have already been opened in the names of the marketing agencies, retail traders, investment firms, the banks may undertake quick reviews. Wherever large number of cheque books has been issued to such firms, the relative decision may be reviewed in the light of the following:

Whether the cheque books have been issued to customers on the basis of their express request and after following the internal processes laid down in the matter. 

Whether the number of cheque books is consistent with/matching the profile of the customers as also their nature of business operations. 

6. Even where the volume of transactions/profile of the customers apparently justify the number of cheque books issued, special ongoing monitoring of the operations in the accounts of such types of firms should be made especially if large volumes of small cash deposits are being made in those accounts and withdrawals are being made there from, through cheques written for small amounts, either across the counters or through clearing. In respect of such account holders banks may, in specific cases, call for the data from the account holders on the number and aggregate amount of post dated cheques issued. The data/information so collected should be analysed in select cases to rule out the possibility of the firms being engaged in deposit taking activities. Certain indicative parameters for selecting accounts for further scrutiny and action are the bunching of dates of the post dated cheques, the uniformity in the amounts of cheques etc. These data should be analysed together with data on cash deposits of small amounts on previous distant dates resembling the deposit contracting/mobilizations dates in terms of similar bunching and uniformity of amounts. 
7. Please acknowledge receipt. Also, unusual operations noticed during the above review may be immediately reported to us and other appropriate authorities, such as, Financial Intelligence Unit (FIU-IND), Department of Revenue, Ministry of Finance, Government of India, Hotel Samrat (6th Floor), Chanakyapuri, New Delhi - 110 021.

Yours faithfully, 

(A. K. Khound)
Chief General Manager-in-Charge

      BAN MLM OF HEALTH PRODUCTS – EDITORIAL, PHARMABIZ 6 January 2010 
http://www.pharmabiz.com/article/detnews.asp?articleid=19381&sectionid=47 December 10, 2003 P A Francis
Since last five years, some major marketing firms have ventured into multi level marketing of healthcare products in a big way escaping the attention of the country's regulatory authorities. These firms find selling healthcare products with exaggerated and misleading medical claims through MLM route an easy way to make a quick buck. These MLM companies are usually operating amongst the middle class in metros and other urban centres with the promises of huge commissions for selling such products and for helping to expand their network. 
Last month, one such company based in Chennai, Conybio Healthcare, was nabbed in Gujarat by the state Food and Drug Control Administration. FDCA raided and seized various products of the company claiming to be curing serious diseases such as diabetes, cancer, blood pressure, spondylitis, paralysis, etc from different parts of Gujarat. The company's claim is that these diseases could be cured or controlled through Far Infrared Rays emitted by its products. Some of these products are pillow covers for spondylitis, bed sheets for paralysis, T shirts for high and low blood pressure, palm guards for Parkinson's disease and brassieres for breast cancer. All these products have excessive price tags. The company has no reply to FDCA's letter seeking scientific and clinical explanations for the claims made by it for the products. FDCA' action was in response to a compliant made by the Ahmedabad based Consumer Education and Research Society pointing out the false and misleading claims of the company.
Gujarat FDCA's action was followed up by Maharashtra FDA by raiding the premises of Conybio's stockists in many parts of Mumbai on last Saturday. Whereas, Tamil Nadu Drug Controller's office refused to take action against continued marketing of the products of the company despite an official alert from the Gujarat FDCA weeks ago. T N authorities had taken a stand that the products and services of Conybio do not violate the provisions of Magic Remedies Act, 1954 and Drugs and Cosmetics Rules, 1945. A stand like this is absolutely irresponsible for a drug regulatory authority of a state to take especially when two state authorities have already initiated action against the company. At least TN DC should have discussed the issue with Gujarat FDCA or Maharashtra FDA before concluding that there is no violation of the Acts. 
From the promotional literature and leaflets of Conybio, it is abundantly clear that the company is making unproven therapeutic claims for its products which have no marketing approval either from DCGI or from state drug authorities. Regular use of such high priced products without medical supervision could prove to be dangerous to unsuspecting customers. Incidentally, Conybio is not the only company which is active in selling healthcare products through MLM. There are other companies as well marketing magnetic beds, herbal formulations, slimming agents and many other products with tall claims. It is important in the public interest that no multi level marketing of products with whatever medical claims should be allowed by the health authorities. A system also needs to be developed to regularly track activities of such dubious companies and launching instant action.

MULTI-CRORE GOLD QUEST SCAM CASE SC HEARING ON FEBRUARY 26 by Sathyalaya Ramakrishnan Feb 20, 2010
http://www.asiantribune.com/news/2010/02/20/multi-crore-gold-quest-scam-case-sc-hearing-february-26

Those who were involved in what is known as the Gold Quest scam case, affecting several thousand investors, tried very much to come out from the legal clutches and escape from the case. But the Supreme Court has taken timely action to stop them from escaping. The apex court has ordered maintenance of status quo on the order of Madras High Court permitting compounding of 192 victims out of 200 mentioned in the matter relating to Gold Quest charge sheet filed by Central bureau of Crime Investigation Department (CB-CID). Passing the order in favour of CB-CID, the Supreme Court ordered on Tuesday to maintain status quo till February 26 when further arguments will be heard. 

Challenging the orders of the Madras High Court, which permitted compounding of the cases, the CB-CID moved the apex court. The charge sheet filed against Quest Net Enterprises India Pvt Ltd incriminating 25 accused including Dato Vijay Eswaran, Group managing director, Malaysia and Ms Pushpam Appala Naidu, managing director, India was pending before the Chief Metropolitan Magistrate, Egmore, said an official release. 

In the charge sheet, 583 witnesses have been cited and 818 numbers of documents have been lodged in support of prosecution. Further 32,011 complaints preferred by the victims also included in the charge sheet, said the release. 

As per investigation, the company has enrolled 3,68,994 all over India and received Rs 1112,99,10,958. Out of 3,68,994 independent representatives (IR), 1,07,999 IRs hail from Tamil Nadu.

As on date, 2,65,757 IRs from all over India inclusive of 75,753 IRs from Tamil Nadu remain without any commission from the company and cheated, said the release.

Since, the High Court permitted compounding by the company before the Trial Court, the accused has compounded 192 complainants out of 200 cited as witnesses in the charge sheet, said the release. Shanmugasundaram, Counsel for the Quest Net Enterprises India Pvt Ltd., represented before Mr Justice C T Selvam of the High Court of Madras and sought for closure of the case since they had reportedly compounded 192 victims out of 200 mentioned in the charge sheet.
SELECTED SECULAR CRITICISM OF MULTI-LEVEL MARKETING [PAGES 32 TO 106]
WHAT IS WRONG IN MLM?

[Larger source: http://mlmcrimealert.blogspot.com/2008/02/100000-crore-scam-by-mlm-companies.html] 

[Intermediary source: http://mlmcrimealert.blogspot.com/2008/02/what-is-wrong-in-mlm.html] 

What's Wrong With Multi-Level Marketing? a.k.a. "Networking" Companies http://www.vandruff.com/mlm.html*
Bad Image or Bad Reality?
"Let me tell you about an incredible ground-level business opportunity," and you are invited to a house or to lunch for "a discussion." Funny enough, you feel sick in your gut that there is some hidden agenda or deception. "Probably a multi-level marketing (MLM) organization," you think. Suppose it is? Should you trust your instincts? Is there anything wrong with MLM?
This article will analyze four problem areas with MLM. 
Specifically, it will focus on problems of I) Market Saturation, II) Pyramid Structure, III) Morality and Ethics, and IV) Relationship Issues associated with MLMs. 
Thus, you can properly assess your "instincts."
I. Market Saturation: An Inherent Problem
Back to the Basics
A tutorial on market saturation hardly seems necessary in most business discussions, but with MLM, unfortunately, it is. Common sense seems to get suspended when considering if MLMs are viable, even theoretically, as a profitable means of distribution for all parties involved. This suspension is created by a heightened expectation of "easy money," but more on that later.
New, Innovative?
MLM can no longer claim to be new and, thus, exempt from the normal rules of the market and the way goods and services are sold. They have been tried and, for the most part, have failed. Some have been miserable failures in spite of offering excellent products.
Marketing innovations are not rare in the modern world, as evidenced by the success of Wal-Mart, which found a more efficient and profitable way to distribute goods and services than the status quo, providing lasting value to stockholders, employees, distributors, and consumers. But this is not the case with any MLM to date, and after 25 years of failed attempts, it is time to point out the reasons why.
Don't Some People Make Money in MLM?
First, we will analyze the "driving mechanism" of MLMs. We will detail how they are intrinsically unstable, guaranteed by design to oversaturate the market with no one noticing. We will look at why MLMs can never equalize into profitability the way companies in the real world can, so that the result will be that the organization as a whole cannot, even in theory, be profitable. When this inevitable destiny occurs, the only money to be made is not from the product or service but from the losses of people lower down in the organization.
Thus the MLM organization becomes exploitative, and many high-level MLM promoters have been shut down, the "executives" incarcerated, for selling the fraud of impossible success to others. Other, larger MLMs have survived by hiring large batteries of attorneys to ward off federal prosecutors, even bragging about the funds they have in reserve for this purpose.
The unfortunate "distributor" at the bottom is the loser, and once this becomes apparent beyond all the slick videotapes and motivational pep-talks, good people start to get a bad taste in their mouths about the whole situation.
So, yes, money can be made with MLM. The question is whether the money being made is legitimate or "made" via a sophisticated con scheme. And if MLM is "doomed by design" to fail, then the answer is, unfortunately, the latter.
But how exactly does this happen, and must it always?
Doomed by Design?
The first question is this: Is any company choosing this marketing strategy destined to fail, to degenerate into an exploitative venture, regardless of how good the product is?
To see this clearly we must go through an, otherwise, obvious and elementary discussion of how any business must be careful not to overhire, overextend, or oversupply a market.
The Real World
Any business must carefully consider supply and demand. For example, if the ReVo Corporation thinks that it will have a full-fledged fad on their ovoid sunglasses next summer, perhaps they should plan to build and distribute, say, 10M units. This involves gearing up factories, setting up distribution and dealer networks, and carefully managing the inventories at each level so that ReVo will still have credibility with their distributors, retail outlets, and the public the following year.
If it turns out that there is a "run" on ReVo products, and they sell out in mid-June, then they have miscalculated demand and will miss out on profits they could have made. The more serious problem, however, is overestimating the saturation point for the product. If they make 10M units, and sell only 2M units, this may be the end of ReVo as a company.
The all-too-obvious point here is that management of supply and demand, and keen insight into realistic market penetration and saturation are crucial to any business, for any product or service. Mismanagement of this aspect of a business will eclipse good market access, excellent product design, human resource assets, production quality, and so on. Simply stated, a failure to "hit the target" of supply and demand can ruin a company if the market is oversaturated.
*Also at http://richardwaynegarganta.com/mlm.htm 

Market Dynamics and the End of the Cold War
Interestingly, the issue of supply and demand is what brought the USSR to its knees. By design, the Soviet government tried to macro-manage supply, where bureaucrats would decide how many potatoes were needed, how much toilet paper, etc. Assuming these bureaucrats did the best they could, unfortunately their efforts to deliberately manipulate the control "knob" of supply and demand was not good enough. Notwithstanding their good intentions, they were usually wrong, which created huge shortages and surpluses, and led to a massive economic collapse.
Seeing the disastrous end of market naiveté in Russia should help clarify the fundamental problem with the MLM approach. In the real world, the profit of a company is directly related to the skill and prescience of the "hand" on the "supply knob," so to speak. In the USSR, that "hand" could not react fast or accurately enough to market realities through the best efforts of the bureaucrats.
With MLMs, the situation is much worse. Nobody is home. Even the Soviets had someone thinking about how much was enough! If the bureaucrat in Russia was having a hard time trying to play Adam Smith's "invisible hand" in setting the supply level in the Soviet Union, then an MLM "executive" is in a truly unfortunate position. Not only is there no one assigned to make the decision of how much is enough, the MLM is set up by design to blindly go past the saturation point and keep on going. It will grow till it collapses under its own weight, without even a bureaucrat noticing.
MLM is like a train with no brakes and no engineer headed full-throttle towards a terminal.
"Everyone Will Want to Buy This Product!"
All products and services have partial market penetration. For example, only so many people wish to use a discount broker, as evidenced by the very successful but only partial market penetration of Charles Schwab. Not everyone wishes to join a particular discount club, or buy gold, or drink filtered water, or wear a particular style of shoe, or use any product or service. No one in the real world of business would seriously consider the thin arguments of the MLMers when they flippantly mention the infinite market need for their product or services.
The Demand Problem: Of Widgets and MLMs
Imagine a neat new product called a Widget that will sell for $100 (a fixed price, to keep it simple). Now, while everyone could use a Widget, not everyone will. Some will be afraid of anything new. Some will be loyal to existing brands. Some will want to buy an inferior product for less money. Some will want a more expensive product for prestige, regardless of quality. The reasons go on and on, and the fact is that only "X" Widgets will sell at $100.
The question for would-be marketeers is... what is "X," and how can it be predicted to maximize profits? The fact that "X" is hard to pin down does not mean that it does not exist, and every Widget built beyond "X" will end up producing a problem for the organization. The market only wants "X" Widgets at $100. What are you going to do with your extra inventory of Widgets beyond "X" that no one wants, and the sales people you hired to sell them?
No one can perfectly predict "X," and the situation is not nearly as simple as considered here, but the objective for marketeers is to forecast "X" as closely as possible in order to provide lasting value to all parties involved: to avoid missed opportunities as well as waste, loss, or failure.
The MLM Forecasting Approach: Ignoring the Target
Who has an eye on "X," the point of market saturation at a given price, in an MLM? Well, the funny thing, or perhaps the tragic thing, is that "X" will be reached and exceeded without anyone noticing or caring.
Let's just suppose that "X" has been reached today in a particular MLM; the number of possible units sold at this price has just been exceeded, and you happen to be a starry-eyed prospect sitting in an MLM meeting listening to the pitch. Now consider: Does anyone in this company know about "X"? Does anyone care? Is the issue being suppressed on purpose for some other motive? Since we are supposing that the market saturation number "X" has been reached, everyone joining the MLM from now on is buying into a false hope. But that is not what the speaker will be saying. He will be telling you, "Now is the time to join. Get in on the 'ground floor'." But it is all a lie, even though the speaker may not know it. The total available market "X" has been reached and nobody noticed. All the distributors will lose from here on out. Could this be you? How could you possibly know at what point you will become the liar in an MLM?
Pop or Drop
Perhaps a better paradigm than the runaway train analogy offered earlier of how MLMs perform over time is this: a helium balloon let loose in an empty room with a spiked ceiling, where product quality is analogous to the amount of helium. The better the product, the faster the balloon will rise, accelerating unhindered, towards disaster. The other option would be the case of a lousy product, in which case the balloon will sink of its own accord, never getting off the ground. To be sure, equilibrium is not in the cards, except perhaps as an accident, and then only temporarily. MLMs are intrinsically unstable. For any company that chooses an MLM approach, it's pop or drop.
MLMs vs. the Real World
The basic question that needs to be asked is this: If this product or service is so great, then why isn't it being sold through the customary marketing system that has served human society for thousands of years? Why does it need to resort to a "special marketing" scheme like an MLM? Why does everyone need to be so inexperienced at marketing this! Is the product just a thin cover for what is really a pyramid scheme of exploiting others? But more on that later.
From Contracted, Protected Distribution... to Mayhem
Imagine that Wendy's became suddenly possessed by the idea that "everyone needs to eat," and opened four Wendy's franchises on the four corners of an intersection in your neighborhood. Who would benefit from this folly? The consumer? 
Certainly not the franchises; they would all lose. Wendy's corporate? Perhaps temporarily, by speculative inventory sales while the unfortunate franchises were under the delusion that they could all make money. But in the end, the negative image of four outlets dying a slow death would likely offset the temporary inventory sales bubble. Even the most unreflective of the hapless franchisees would think twice about doing business in such a manner again. This is why real-world distributorships and franchises are contractually protected by territory and/or market.
Again, the simple fact is that even the most successful products will have partial market penetration. The same is true for services. Demand and "market share" are finite, and to overestimate either is catastrophic.
So why are MLM promoters obscuring this? Who is in control of the supply "knob," carefully and skillfully managing the size of the distribution channels, number of salespeople, inventory, etc., to insure the success of all involved in the business? The truth is chilling: nobody.
Imagine trying to write a computer model of how MLMs work, and you will see this point most vividly. An MLM could never work, even in theory. Think about it.
The People Machine
Chernobyl had a control system that failed. MLMs have no control mechanisms at all.
Where is the "switch" that can be flipped in an MLM when enough sales people are hired? In a normal company a manager says, "We have enough, let's stop hiring people at this point." But in an MLM, there is no way to do this. An MLM is a human "churning" machine with no "off button." Out of control by design, its gears will grind up the money, time, credibility, and entrepreneurial energy of well-meaning people who joined merely to supplement their income. Better to just steer clear of this monster to begin with.
There is simply no way to avoid the built-in failure mechanism of MLMs. If a company chooses to market this way, it will eventually "hire" (with no base pay and charging to join) far too many people.
Thus, the only "control system" will be the inevitable losses and subsequent bad image the MLM company will gain after it does what it was designed to do: fail. And sooner or later we have got to stop blaming this particular MLM company or that, and admit that the MLM technique itself is fundamentally flawed.
II. Pyramid Structure: An Organizational Problem
The Un-Pyramid
For most MLMs, the product is really a mere diversion from the real profit-making dynamic. To anyone familiar with MLMs, the previous discussion (which focused so much on the fact that MLMs are "doomed by design" to reach market saturation and thus put the people who are legitimately trying to sell the product into a difficult situation) may seem to miss the point. The product or service may well be good, and it might oversaturate at some point, but let's get serious. The product is not the incentive to join an MLM. Otherwise people might have shown an interest in selling this particular product or service before in the real world. The product is the excuse to attempt to legitimate the real money-making engine. It's "the cover."
Intuitively, we all know what is really going on with MLMs. Just don't use the word "pyramid"!
"You see, if you can convince ten people that everyone needs this product or service, even though they aren't buying similar products available in the market, and they can convince ten people, and so on, that's how you make the real money. And as long as you sell to a few people along the way, it is all legal." Maybe...
But the way to make money in all this is clearly not by only selling product, otherwise you might have shown an interest in it before, through conventional market opportunities. No, the "hook" is selling others on selling others on "the dream."
Math and Common Sense
MLMs work by geometric expansion, where you get ten to sponsor ten to sponsor ten, and so on. This is usually shown as an expanding matrix (just don't say "pyramid"!) with corresponding kick-backs at various levels.
The problem here is one of common sense. At a mere three levels deep this would be 1,000 people. There goes the neighborhood! At six levels deep, that would be 1,000,000 people believing they can make money selling. But to whom? There goes the city! And the MLM is just getting its steam going. Think of all the meetings! Think of all the "dreams" being sold! Think of the false hopes being generated. Think of the money being lost.
It Will Fail??? It Cannot Fail???
Nothing irritates a die-hard MLMer more than the preceding argument. If you point out the absurdity, for example, that if "the pitch" at an Amway meeting were even moderately accurate, in something like 18 months Amway would be larger than the GNP of the entire United States, then listen closely for a major gear-shift: "Well, that is absurd, of course. Not everyone will succeed, and so the market will never saturate."
Well, which is it? Are we recruiting "winners" to build a real business, or planning by design to profit off of "losers" who buy into our "confidence"?
During "the pitch," anyone can make it work. "It's the opportunity of a lifetime." "Just look at the math!" But mention the inevitable saturation and the losses this is going to cause for everyone, and then you'll hear, "Of course it would never really work like that." "Most will fail," you will be told, "but not you, Mr. Recruit. You are a winner. I can just see it in your eyes."
If you are a starry-eyed recruit, it will grow as presented. If you are a logical skeptic, then of course it would never really work like that.
But the dialog usually never even gets to this. The fact that MLM is in a mad dash to oversupply is largely chided as mere "stinkin' thinkin'." Expert MLMers know how to quickly deflect this issue with parable, joke, personal testimony, or some other sleight of mind.

New Solution: A Retarded MLM
Some modern incarnations of MLMs attempt to address this particular problem by limiting the number of people you can sponsor, say, to four. But the same geometric expansion problems exist; the failure mechanism has just been slowed down a bit. And now there is the added problem of even more unnecessary layers in the organization.
The claim that an MLM is merely a "common man" implementation of a normal real-world distribution channel becomes even more absurd in this case. Imagine buying a product or service in the real world and having to pay overrides and royalties to five or ten unneeded and uninvolved "distributor" layers. Would this be efficient? What value do these layers of "distributors" provide to the consumer? Is this rational? Would such a company exist long in a competitive environment?
Confidence Men and the Shadow Pyramid
The age-old technique of "con men" is to create "confidence" in some otherwise dumb idea by diversion of thought, bait, or force of personality. The victim gets confidence in a bogus plan, and, in exchange, the con man gets your money. MLMers are very high on confidence.
Since the brain inevitably intrudes itself into the delusion that an MLM could ever work, spirits drop and attitudes go sour. But this depressive state can itself be exploited. As doubts grow when the MLM does not do what recruits were first "con"fidenced to expect, then a further profit can be made keeping the confidence going against all common sense.
Thus, a parallel or "shadow" pyramid of motivational tapes, seminars, and videos emerges. These are a "must for success," and recruits are strong-armed into attending, buying, buying, and buying all the 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 them.
So, MLMs profit by conning recruits up-front with a "distributorship fee," and then make further illicit money by "confidencing" these hapless victims as they fail via the "sale" of collateral material.
Special MLM "Job" Offer: A Losing Proposition
Would a rational person, abreast of the facts, go to work selling any product or service if he or she knew that there was an open agenda to overhire sales reps for the same products in the prospective territory?
What do you think? Is this a good "opportunity" or a recipe for collective disaster?
So, as the saying goes, "Get in early!" This is a rationalization on the level of "getting in early" on the L.A. looting riots. If profit from the sale of products is fundamentally set up to fail, then the only money to be had is to "loot" others by conning them while you have the chance. Don't miss the "opportunity," indeed!
Where is the money coming from for those at the top? From the sucker at the bottom... as in every pyramid scheme. The product could be, and lately has been, anything.
The important thing is to exploit people while the exploiting is good, if you want to make quick money at MLM.
III. Morality and Ethics: A Problem of Greed
Moral Riddle: What is Ever Present but Universally Condemned?
While issues of morality and ethics can be tricky to discuss, materialism and greed are universally condemned by every major religion, and even by most of the irreligious. This does not mean people are not materialistic or greedy; in fact, the common ethical call to not be so is strong evidence that we are.
For most people, this means if we are going to be materialistic or greedy, we would rather not be obvious about it. Thus, Madison Avenue has subtle, highly polished ways of appealing to these vices without being heavy handed. We don't mind so much... as long as it is "veiled." This hypocrisy, while sad, is the status quo. So, Madison Avenue is trying to be ever more subtle in appearing not to be manipulating our immoral "bent" towards greed and materialism.
A Blatant Appeal to Materialism and Greed
Not so with the MLM crowd. Pick up any brochure or videotape for an MLM and you are more than likely to see a cheesy, obvious, and blatant appeal to greed and materialism. This is offensive to everyone, even die-hard materialists. Typical is an appeal to "the American dream." Usually there will be a mood shot of a large new home, a luxury car, a boat, perhaps a beautiful couple boarding a Lear jet, and so on.
While this need not necessarily be part of the MLM approach, it usually is.
Such a transparent appeal should make people suspicious. "Why the bait?" "Are they trying to 'get my juices going' so that my brain turns off?" "Couldn't they show people doing more wholesome things with the money they make?" "If this is really a legitimate opportunity, why not focus on the market, product, or service instead of people reveling in lavish materialism?"
But we have reason enough to know, having read this far, why the distraction is needed. Unbridled greed suspends good judgment. When the eyes gloss over in a materialistic glaze, common sense is a stranger.
Besides being cheesy and offensive to our sensibilities, this is not a big deal for participants, right? But consider that all companies must have control over the way they are presented to the public. Thus, an MLM has the right and obligation to dictate what material is used. Otherwise any agent could say whatever he or she liked about the nature of the company, causing obvious problems. Again, it would take too much time to audit and approve each individual's idea for a presentation where the goal is mass marketing. Using "boilerplate" presentations affords the added benefit of consistency. This is basic "information quality control."
The net effect is that the MLM rep is "stuck" with the company-approved video, brochure, and presentation outline.
"Not Me, I Would Never Stoop That Low!"
In 1991, some distributors in the MLM FUND AMERICA began to produce their own, improved recruitment material. They were summarily fired, which did not please them since many of them were founding members who had "gotten in early."

Later the same year, by the way, the founder of FUND AMERICA was arrested for having generated some 90% of revenues selling "distributorships" versus product... making it clear that this particular MLM was little more than a pyramid scheme.
Job Opening: Salesperson of Sin!*
Do you want to be involved in the blatant promotion of values contrary to your belief system?
In most MLMs you will have no choice. You are going to have to sit through meeting after meeting after meeting after meeting. You are going to be "motivated" to coerce your friends and family to hear "the pitch." This is the way the "dream" is planted and fertilized. Get used to it.
*The above article is written by Dean Van Druff. FAQ to his page. The above article is also found at:
LARGER SOURCE: CROSS+WORD Christian Resource: External Links http://www.intotruth.org/links/other-na.html 

CULTS AND THE NEW AGE: 

These links are to sites that expose cults of various kinds, including the occult and new-age style teachings.

ALL YOU NEED TO KNOW ABOUT MLM [THIS ARTICLE ENDS ON PAGE 74- Michael]
http://www.armydiller.com/financial-scam/mlm.htm [all colors and bold font below are the author’s, except purple- Michael]
Independent contractor sales jobs are often touted as opportunities to build a business and share in the profits - potentially lots. Unfortunately, many of these "business opportunities" are simply devices used by scammers to defraud consumers, including you. Learn why I believe multilevel marketing IS the very definition of 'pyramid scheme', how it's entrenched itself in seemingly innocuous industries, and how you can protect yourself and others.

BIG FAT LEGAL DISCLAIMER: This site represents my OPINIONS, i.e. what I have come to BELIEVE based on over a decade of research, and should under no circumstances be construed as condemning any company of wrongdoing unless I've so noted a legal case or opinion that indicates such. Only a court is qualified to make such a decision, hence it is so important for victims to get their cases on the books. Such legal notations here should not be interpreted as being all-inclusive; I've quoted only enough to make my arguments. Nothing on this site should be construed as taking the place of the advice of an attorney. It is up to you to do your own research, come to your own conclusions, and make your own decisions. Lastly, the opinions of all sources quoted remain theirs and do not necessarily represent the views of this site.

BIG FAT LEGAL THREATS: As of October/November 2009, this site is currently threatened by two legal threats, the first ** alleging I've somehow directly accused his company of running a scam despite the many disclaimers clearly stating that this site personally accuses no specific company of running it, and the second *** alleging that this entire site is somehow illegal and thus must be taken down. Comments from attorneys, legal sorts, and other consumer advocates are welcome.
A List of Direct Sellers (including MLMs), Past and Present
Before you get too excited about any "business opportunity", remember how many before you thought the same of their own biz op! 
There are over 3200 Direct Sellers in this list; about 2700 are American MLMs, of which only about 205 were members of the U.S. Direct Selling Association (DSA) as of 2009. I did searches on everything up to "Advanced" just to see how many were still in business, and marked in RED those that: a) went under, or b) were prosecuted by US regulatory authorities and state Attorneys General for running pyramid schemes or related crimes. The amount of red from that section alone should give you an idea of what the rest of the list might look like if I researched those as well. Note that over a dozen DSA members listed here fit these categories. And last of all, note that I am NOT accusing any of these companies of running a pyramid scheme. If a court convicted them of it, I've tried to note it, but you must presume nothing. Please also realize that occasionally two or more completely separate companies may share the same name, so be fair in your research

(You may search this page by using CTRL+F in your browser window.) [See the web page for the long list of MLMs- Michael]
Introduction
If you've found this website, you were probably researching one of the companies in the margins of this page, seeking reassurance that they're not running one of the many scams infesting their industries. For legal reasons, I couldn't answer that question if I wanted to (and I take no responsibility for a decision that is ultimately YOURS to make), but I am doing the next best thing and giving you what I believe you need to know to avoid getting scammed, whether it's with a company that explicitly calls itself MLM (multilevel marketing) or one that creatively hides its MLM structure because of the negative publicity surrounding MLM. For the remainder of this article, when I speak of an MLM, I am referring to both. If you are planning to work in any sort of sales position in which you will be considered an independent contractor, or if you have already been burned as such, it will pay for you to read this article in its entirety! 

And I must insert here a special invitation to those currently in MLMs who have been told by their uplines/managers to avoid "negative" sites like this because we're just "anti-MLM zealots" and "disgruntled losers" who want to "steal your dreams". That's not just stupid, it's dangerous — such people are only trying to control your access to opposing information so you'll ignore the damage being done for as long as possible. I have worked in the financial services industry ([REMOVED2] ***), the direct sales industry (Electrolux), and the real estate industry, and I noted how those industries' sales ends often mirrored my sales experience with one of the oldest and largest MLMs, Amway. The cumulative decade-plus worth of information I have assimilated here is designed only to educate you so you may avoid the grief I and countless others have already experienced. At the very least you will be interested in knowing if you are operating your business efficiently and in compliance with the law, or if you're simply spinning your wheels and duplicating fraud. Not knowing the difference can land YOU in prison!
MLM: What is it? 

The simplest definition of MLM is that it employs a multilevel commission structure in paying its sales force so that salespeople receive not just commissions for their own sales but also commission overrides on the sales of multiple levels of salespeople below them. Multilevel marketing is also called: network marketing, direct marketing or direct selling (misleading terms since direct sales encompasses single-level sales compensation structures as well), matrix marketing, viral marketing, referral-based marketing, dual marketing, consumer direct marketing, and "home-based business". MLMs have sold most everything you can think of: vitamins and herbal supplements (very popular for reasons you will come to understand), cosmetics, perfume, clothing, lingerie, jewelry, real estate, internet service, computers, phone service and phone cards, insurance, securities, toys, legal services, auto rental services, foods, beverages, pet supplies, travel services, water filters, vacuum cleaners, greeting cards, art, candles, cutlery, cookware, security systems, books, encyclopedias, and even ostrich farms! 

Multilevel direct sales purports to be just an expansion on the single-level version, so let's look at that first. Single-level direct sales was designed to reward professional salespeople in direct proportion to their sales efforts. The distribution company directly paid them all a fixed commission on each product sold (hence: single-level). In America in the late 1800s and early 1900s, it was a creative way to seek out and saturate new markets — the salespeople were both the advertisers and distribution centers, and sold the products directly to the consumer at home (hence: direct selling). Sounds simple and fair, right? 

If you're wondering why today you don't have dozens of different distributors all dropping by to sell you all your needs at home, it's because the advent of widespread and efficient advertising and transport rendered direct sales obsolete. The only reason to use any form of direct sales today is to exploit the market, as you will come to see. 

That brings us to multilevel direct sales. In theory, MLM just expanded on the single-level sales model by paying commission overrides multiple layers deep. This presumably rewarded enterprising salespeople who trained and built large sales organizations, giving them the option of relying less on personal sales for their income and more on commission overrides on sales of salespeople below them. In such a case, investment in the job itself actually constituted a quasi-security because the salesperson hoped to eventually rely solely on the efforts of his recruits. It was one method of planning retirement before the 1935 Social Security Act. That is the theory.

The reality was that the multilevel direct selling model was, as I see it, just a creative cover for theft. MLM rewarded salespeople not in direct proportion to their sales efforts but instead split compensation such that due to a finite market for products, the net result was that the further down the multilevel sales chain you were, the less you earned on the same sale; quite simply, the bottom was robbed in order to overcompensate the top and the real commodity being sold was the position in the chain. The theft was justified as the salesman's compensation for training more "successful" salespeople, but whether he knew it or not, all he was doing was training more dupes to perpetuate the fraud. To set the scheme in motion, the MLM needed only falsely overhype the product and/or "business opportunity" and produce a few "success stories", then use those to distract eager new recruits from the fact that they've no idea which position in the chain they've bought; if lucky, recruits got in early enough to be one of the tiny number of robbers instead of one vast legions of the robbed. The scheme could hypersaturate a market quickly and self-perpetuate as long as dupes could be motivated to ignore or write off the theft, including both consumers and regulators. Clever MLM promoters found ways to enhance the fraud mechanism's resulting theft, such as turning salespeople into buyers and stealing not just their commissions but also their personal assets, but the fraud mechanism was (and still is) MLM's unfair multilevel compensation system. MLM is not simply an alternative distribution method, it is theft no matter how you spin it; it is synonymous with 'pyramid scheme'. 

Face it, there is NEVER a justifiable reason for paying one person for the work of another without consent. If I add a person to my sales team, I'm not doing it to profit on him, I'm doing it because there are more consumers in the market than I can personally service. The same goes for a sales manager who earns overrides on his sales team's performance — the override comes out of the distribution company's profit, not out of his salespeople's commissions. 

For those who would argue that the bottom person in MLM can always sell the product at the same profit margin as the top person, not only does the law of diminishing returns apply (the more saturated the market gets, the more energy must be expended to find that last buyer), but in MLM the rewards are taken not from the scheme's profit but from the compensation of lower levels. What you have in fact is each level representing its own submarket with its own fixed profit margin. 

Let's look at a sample 7-layer deep binary MLM's compensation structure with a total market of 17 buyers, i.e. legitimate retail customers that will ever buy this product. First, note that the one salesperson on Level 1 could likely have sold to all 17 retail buyers, which at $20/unit would total $340 on which the salesperson's commission would be based. But this is MLM, so a complex commission structure is used instead. Here is a sample chart that sums up concepts new recruits would learn as part of their introduction: [see the web page for the chart- Michael]
According to the MLM/promoter, each recruit is his own L1 business, the product is unique and in high demand, and the figures above are simply the result of "duplication of his efforts". Recruits are encouraged to buy and try the product(s), because a "good salesperson" needs to know the product he's selling (of course once he's opened it to try, it's generally nonreturnable). By design, a "balanced" MLM business utilizes both retailing and recruiting, and the market is never saturated. But look at the results above — L1 has sold only two products and his own compensation has already exceeded the $340 total of all 17 products sold at retail! Furthermore, let's look at the FULL chart: [see the web page for the chart- Michael]
The truth is that the MLM is ALWAYS Level 1, and the market is ALWAYS finite. Note the chances of finding a buyer, which correspond to the "Individual Gross Expenses" column. Without the ability to sell, the L5-L7 recruits can never offset the expenses of inventory and business expenses, including doing their own advertising. Since they only lose money, they usually drop out and are replaced by the next recruit who doesn't understand the fallacies in the first chart. Note that the "Commission % Paid on Sales Volume" encourages you to recruit deep. Also, the MLM has manufactured its own product at a cost of only $2, and sold it "wholesale" to recruits for $10, who are then expected to retail it at $20 and up; this is why most MLM products are overpriced and difficult to retail. Last of all, note that the MLM gave itself rebates and overrides based on the recruits' wholesale and retail values as if it were any other recruit. Naturally, they receive the lion's share of compensation. The MLM will produce a few "successes" it will tout, but L2 & L3 will always earn only a fraction of the MLM's overall profit, which in this scenario is $946 so far on only $340 in legitimate sales to only 17 buyers before the market saturated and the rest began to lose. This is a microcosm sample, of course, but you can see the results.
The late 1800s had seen enough corporate greed hurt American businesses and consumers, and in 1903 President Roosevelt created the Bureau of Corporations to combat it. In 1915 it was renamed the Federal Trade Commission. The FTC will later butt heads with MLM quite a lot. But for now, let's look at an early proto-MLM.
The Ponzi Scheme: How to funnel money up a chain
In 1919, Carlo Ponzi started the scheme for which he became famous: he paid off early investors with money taken in by later investors by creating a consumer stampede with hype of phenomenal returns within a very short period of time (*). Ponzi exploited the investor market by approaching people most likely to trust him — his family and friends, his Catholic priest, and some neighbors (*) — from whom he collected a total of about $1250. Ninety days later, he returned $750 in "interest". His ecstatic original investors unwittingly did his marketing for him — they told everyone they knew about this "bonanza," and investments snowballed.

The party did not last. Within a year, a suspicious Boston Post's front page questioned the legitimacy of the enterprise. Investors panicked and demanded their money back. It's a bit difficult to give it back once it's spent! Without the false hype to induce new participants, Ponzi's scheme folded. Most of his 40,000 investors lost everything they had invested. 

Some posit that Ponzi's scheme was not technically MLM (hence: 'pyramid scheme') because he did not actually recruit others to perpetuate the scheme, but they're wrong. The mechanism is the same — it's just a chain scheme in which early investors at the top are funded by later dupes at the bottom; Ponzi compensated the top just enough to perpetuate the false hype machine. Some also posit that a saturated market will inevitably cause a pyramid scheme to collapse, but that is likewise untrue; a pyramid scheme can maintain saturation equilibrium as long as new dupes can be motivated to participate. But it is true that once a critical number of participants leave the scheme, motivation plummets and it will likely collapse. That can take a long time; it is believed that Bernard Madoff's Ponzi scheme took over 20 years (*) to collapse, but only after he'd already defrauded friends, family, and their "warm markets" of almost $65 billion. If his own family hadn't busted him, he might still be doing it today. 

Enterprising scammers saw the potential in recruiting endless downline "entrepreneur-chains" who would simply duplicate the original fraud, whether knowingly or not. These scammers were even smarter, actually — when the law came breathing down their necks, they could simply disavow knowledge of their downlines' illegal activities. And with the money they made in their schemes, they could buy influence to stay in "business". 

At least the Mafia knew you don't screw over your friends and family.

Post-Ponzi: The birth of modern MLM
Fast forward to 1927 (or 1934, since my sources seem to disagree), when a multilevel vitamin and supplements company called Nutrilite started as California Vitamin Corporation (*, *). Nutrilite's founder discovered that selling vitamins was difficult because they were largely unheard of at the time. He literally couldn't give them away until he hit on the idea of turning consumers into distributors, paying them commissions for referrals (*). Depression-era consumers were grateful for the profit-sharing opportunity. Thus far, Nutrilite's compensation system was the fair single-level, and due to legitimate dietary deficiencies at the time, the products had genuine market demand. 

In 1945 a company called Mytinger and Castleberry became Nutrilite's exclusive distributor and changed the compensation system to — you guessed it — MLM. Mytinger and Castleberry allegedly jump-started the chain scheme's false hype machine by suddenly claiming that Nutrilite products were effective in treating cancer, heart trouble, asthma, mental depression, tonsillitis, and some 20 other common ailments — claims their distributors propagated. Just as suddenly, sales conveniently exploded to $500,000 a month (*). In 1947 the FDA took notice and began a 4-year battle to halt these spurious claims (*, *). The FDA was able to stop direct curative claims, but unfounded testimonials by "excited consumers" remained in marketing materials, continuing to indirectly perpetuate the myths. Thus began early MLM's battles with regulatory agencies.

In 1959, two Nutrilite salesmen became frustrated with Nutrilite's decision to end the MLM sales model and left (*, *, *, *) to start their own, taking their Nutrilite downlines (*) of over 2000 distributors (*) with them. Rich DeVos and Jay Van Andel already had their chain scheme in place; now all they needed was a product to get it moving. Given Nutrilite's example, they were surely wary of the FDA watching for overhyped products, so they developed a pretty legitimate one (a consumable cleaning product), then created a compensation plan that (again, allegedly) robbed the bottom to compensate the top and let these ill-gotten "successes" drive the false hype machine. The predictable "sales" explosion occurred: sales jumped from $500,000 to $25 million between 1960 and 1964 (*) — by a factor of 50 within 4 years. 
This explosive growth once again got attention, and critics believed that some of the largest distributors were profiting at the expense of new distributors (I contend they got that bit right) by encouraging inventory loading — or front-loading —the purchase of more goods than distributors could sell (*) (just a reminder: that's only one possible way to enhance the fraud's results, but the scheme's MLM structure is the root of the fraud). Regulatory agencies took notice but had difficulty formulating criteria that would differentiate legitimate MLMs from illegal pyramid schemes. Perhaps the difference was more subtle than they thought! Amway eventually acquired Nutrilite in 1972 (*). 

From here I want to focus your attention on the route MLM took in establishing its oft-questioned legality — and why that legality hinges on a single botched legal case. You need to understand history if you're not to repeat it.

1975's Koscot case: The FTC defines pyramid schemes
In 1972, the Federal Trade Commission began investigating a cosmetics MLM called Koscot Interplanetary (I guess they had distributors on Mars), which was founded only 5 years earlier and already making $56 million a year, for being a pyramid scheme (*). The Securities and Exchange Commission (SEC) joined soon thereafter, alleging securities violations. The FTC defined a pyramid as:

"characterized by the payment by participants of money to the company in return for which they receive (1) the right to sell a product and (2) the right to receive in return for recruiting other participants into the program rewards which are unrelated to sale of the product to ultimate users" (*).

This became known as the Koscot test. In 1975, the case concluded; the FTC determined that not only did Koscot run a pyramid scheme in which Koscot motivated more distributorship sales than product sales (recruiting over retailing), but it implied that all MLMs that represent an equal opportunity for success must be inherently fraudulent due to inevitable market saturation (*):

"[...] even where rewards are based upon sales to consumers, a scheme which represents indiscriminately to all comers that they can recoup their investments by virtue of the product sales of their recruits must end up disappointing those at the bottom who can find no recruits capable of making retail sales." (FTC v. Koscot Interplanetary 86 F.T.C. 1106, 1975) (*)

Note also that the FTC in its Statement of Facts did not yet make any clear distinction between "multileveling" and pyramid selling:

"Koscot's distribution method has come to be known as multileveling or pyramid selling. Such a system has been condemned as unlawful by the Commission, as well as by numerous courts." (FTC v. Koscot Interplanetary 86 F.T.C. 1106, 1975) (*), 

A major ruling (not opinion!) the FTC was referring to was issued only a year before in 1974 when it found in multilevel marketing's very structure an "intolerable potential to deceive" (*). Mark those words because you will see them again. 

Also contributing to Koscot's condemnation was the fact that founder Glenn Turner ran a side business, "Dare To Be Great," selling "motivational materials" (books, tapes, records, seminars) to its distributors which had little value to anyone outside the company and could not be considered "retail" sales to "ultimate users". The SEC noted in its 1974 investigation that the Koscot manual instructed distributors to recruit using Opportunity Meetings, which were part of the "motivational materials" business, to drive recruitment:

"Never explain the program to a prospect before bringing him to an Opportunity Meeting. Do not mention Kosmetics or give any particulars, as many people will prejudge the program and decide it is not for them before they see the presentation. [...] When you invite a prospect to an Opportunity Meeting, arouse his curiosity. Tell him you have discovered a wonderful financial opportunity that will fit him like a glove. Or, tell him you have seen a money tree and would like for him to take a look at it." (SEC v Koscot, 1974 [*])

The FTC determined that Koscot's motivational materials side business was its main business, rewarding recruitment more than retailing of products to the financial detriment of its work force — "money borrowed, jobs quit, homes mortgaged, and even personal bankruptcy" (*). It established that recruiting over retailing was the hallmark of a pyramid scheme. 

Unfortunately, this definition is flawed. It is technically possible for an MLM to reward retailing more than recruiting and still hit the same problem once the market saturates — the business opportunity ceases to be a business opportunity for the later participants because there are no legitimate end consumers left to sell to. The only reason you don't see MLM doing this is because it isn't necessary — why saturate the market more slowly when the result is only ever going to be a hypersaturated market that churns misled participants? When you're perpetrating a clever crime, you don't want to give the law time to figure it out. You will later understand that recruiting over retailing, tools businesses, price fixing, misrepresentation of the products and business opportunity, etc. are merely possible results of the fraud mechanism behind MLM and not the problem itself. At least the FTC was on the right track with that "intolerable potential to deceive" argument.

The SEC also found that Koscot's "profit-sharing arrangement" with distributors constituted an unregistered security, based on the "Howey Test" of 1946 (*): 

"An investment contract for purposes of the Securities Act means a contract, transaction or scheme whereby a person invests his money in a common enterprise and is led to expect profits solely from the efforts of the promoter or a third party [...]" (SEC v. W.J. Howey Co., 328 U.S. 293, 1946)

The reason Koscot's plan constituted a security was that a distributor could "buy in" to a higher-level distributorship instead of building his own from the ground up, thus buying an enterprise that was designed to rely on the efforts of others.

Litigation ultimately forced Koscot out of business (*).
It should be noted that by the 1970s, direct marketing and MLM were effectively obsolete; advertising and transport were reaching almost everyone by then, so there was no longer any need for door-to-door salesmen to penetrate out-of-the-way markets. Before the Social Security Act of 1935, company benefits and pensions were few and far between and companies were still recovering from the Great Depression, so there had been greater impetus for those seeking a retirement income to take the gamble on MLM. But once the market recovered and offered legitimate retirement options, MLM turned to touting the income opportunity angle and "independence" offered by the MLM "business opportunity". Now competing with brick-and-mortar businesses, MLMs began slurring those businesses as slave drivers who built their empires at the "expense" of their employees' efforts and, with an ironic twisting of poor logic, even compared them to pyramids in which the many at the bottom enriched the few at the top! 

The 1970s saw such a proliferation of pyramid schemes that then-Senator Walter Mondale (D-MN 1964-76) sponsored a federal anti-pyramiding bill, which passed the United States Senate twice in the 1970s but never became law (*). One has to wonder what was so difficult about getting it passed when the Koscot case supposedly laid out the ground rules. The Washington Post hinted at one 1970s change that seemed to entrench MLM in spite of its tangles with regulatory authorities: 

"[Amway's] founders' proximity to power — their former congressman, Gerald R. Ford, became president [[R] 1974-1977] — assured them political consideration as problems arose with government regulators" (*).

And so we return to the Mother Of All MLMs, Amway.

1979's Amway case: A critical one that got away?
Amway is going to take a bit of a beating in this article, but that's only because it's one of the oldest and largest MLMs, thus there is simply more information available on it, and it's a fine example of how the mechanism behind all MLMs works.

In 1975, the FTC under President Gerald Ford ([R] 1974-1977) began its investigation of Amway, alleging that it was an illegal pyramid scheme that misrepresented its income opportunity and improperly fixed prices (again, these are only side effects of the real problem with MLM). Complaint counsel pointed out: 

"[...] that the Amway Sales and Marketing Plan is inherently unlawful because it is 'a scheme to pyramid distributors upon ever increasing numbers of other distributors.' They argue that the Amway Plan, even without actual proof of economic failure, is 'doomed to failure' and contains an 'intolerable potential to deceive.' The complaint alleges that distributors are not long likely to recruit other distributors because 'recruitment of additional participants must of necessity ultimately collapse when the number of persons theretofore recruited has so saturated the area with distributors or dealers as to render it virtually impossible to recruit others.'"(FTC v. Amway, 1979) (*)

The FTC under President Jimmy Carter ([D] 1977-1981) issued a Final Order on Amway in 1979 in which it found Amway to be engaging in two counts of price-fixing and one count of misrepresentation of the business opportunity (*), but unlike Koscot, Amway was determined not to be a pyramid scheme because it claimed it had rules in place that discouraged inventory loading (front-loading), the practice of encouraging a distributor to buy more products than could be sold due to the market saturation potential inherent in MLM: 

a representative must make at least 10 sales calls a month in order to be eligible for commissions (the 10 Customer Rule); 

a representative must sell 70 percent of previously ordered inventory before placing a new order (the 70% Rule); 

the company would buy back unsold inventory at 90 percent of cost (the 90% Buyback Rule). 

These rules became known as the "Amway Safeguards". The Commission acknowledged the complaint counsel's argument that the 'intolerable potential to deceive' could be inherent in MLM due to its very structure but noted the argument was not yet accepted by the courts, implying it would not set precedent. It chose to work only with actual harm to consumers and appeared to reason that if the market ever did saturate, distributors might waste time and effort building businesses that could never succeed but at least they couldn't lose more than 10% of their investment. 

The ruling sorely missed the point — who was going to ask for their money back while they continued believing that their participation in the scheme would make them rich? And who was going to ask for their money back while they continued believing the MLM's mantra that people who "failed" simply didn't try hard enough? And last of all, who was going to ask for their money back when part of that involves a) admitting how much they actually lost, and b) admitting to the trusting friends and relatives in their downlines that they've all been had? But once again, I remind you that front-loading was merely one possible result of the fraud mechanism behind MLM; fraud was inherent even if those safeguards were enforced. 

The Commission's Opinion was critical to the MLM industry; MLM would not likely exist today had Amway not prevailed (*). 

However, complaint counsel missed some reasoning using their own statistics that could have proven that the Amway Safeguards were NOT enforced, making Amway indeed fit the FTC's (faulty) definition of a pyramid scheme anyway. Here's the FTC's definition again: 

A pyramid scheme is "characterized by the payment by participants of money to the company in return for which they receive (1) the right to sell a product and (2) the right to receive in return for recruiting other participants into the program rewards which are unrelated to sale of the product to ultimate users" (*).

Now some statistics from the FTC v. Amway case: 

"The number of active distributors since 1972 has remained relatively constant, fluctuating around 300,000, climbing in 1977 to about 360,000" (*).
There was either a multi-year recruiting slump or Amway had saturated its market by 1972. Defense counsel pointed out that some distributors were able to recruit in the same markets where other distributors "failed"; thus, saturation could not have occurred yet. The Commission even deferred to a "marketing expert" called on by the defense who said that distributors who complained that they could not recruit were probably "not making the sale effort that is required"! Let's look at why recruiting would have stagnated. 

"The average annual turnover of Amway distributors is about 50%. The turnover rate for Amway distributors during their first year is almost 75% and thereafter about 25% a year (*)."
If Amway's turnover was averaging 50% every year, then it was essentially replacing every recruit who dropped out. But if you extrapolate the latter figures (and complaint counsel did not), you see that 99.5% of Amway's original sales force turned over in just 15 years (*) (in year one, 75 out of 100 quit [75%]; in year two, 25% of the remaining 25 quit, leaving 19 [81%]; year three, 25% of remaining 19 quit, leaving 14 [85%]; etc.). Indeed, Amway started in 1959, and only approximately 15 years later appeared to have reached saturation equilibrium (and had still maintained a similar number of recruits, approximately 340,000, as of 2004!). Why would such a high percentage of the original work force leave when at a bare minimum they could remain distributors and receive Amway's many everyday products at wholesale instead of retail (the "buyer's club" or "buying club" idea)? The products clearly weren't the motivating factor behind the vast majority of distributors' joining and remaining in Amway then. In fact, while many of an MLM's products may be legitimate and even of excellent quality, distributors typically discontinue purchasing them when they quit their MLM (*). (I certainly did! Even at "wholesale" cost, the products and selection were uncompetitive, and just getting them was inconvenient.)

In spite of the high turnover, a stagnant number of distributors were making more sales than ever: 

"[...] the sales trend for Amway has shown almost uninterrupted growth." (*)

"The average monthly BV [business volume] of Amway distributors in fiscal 1969-70 was about $20 a month. Much of this amount is consumed by the distributors themselves rather than resold. [...] Many of them consume large amounts of the products every month. [...] We note that this figure is not 'retail sales', but Business Volume — that is, the retail value of the products purchased for resale to consumers and sponsored distributors, and for distributor home consumption which, as stated before, constitutes a large portion of all sales of Amway products. [...] Most distributors average 30% of Business Volume as income." (*)

So according to Amway, the average distributor made about... well, $20 x .30 = $6 a month, or $72/year before expenses. Not that bad, if you note that $6 in 1969 was about $35 in 2008 (*). But wait, that's just an average, not a median (and it is gross, not net!). Remember, each time a distributor at the huge bottom of the pyramid sold something, even just "to himself", his upline made money. As with the turnover example, let's see how compensation in Amway was leveraged. 

"In attempting to recruit new distributors, respondents made generalized earnings claims like, 'You can earn $12,000 a year.' [...] The Commission opinion noted that of the 12,000 distributors selling for respondents in 1969, not more than sixty, or one-half of 1 percent of the total number of distributors, made profits in excess of $10,000 (*)."

A separate source used Amway's public statistics to estimate its 1969 sales at $85 million (*). [In 2008 dollars that translates to $498,419,618.53 (*).]

Yikes. If 12,000 distributors made only $72 a year, then Amway would have made only $2,880,000 ($72 X 12,000 = $864,000 / .30), but it made $85,000,000. The rest of that $82,120,000 ($85,000,000 - $2,880,000) went somewhere, and it wasn't to the average distributor! If distributor #60 out of 12,000 was only grossing $10K/year and #6,000 (half of 12,000) was grossing $72, you can imagine what the guy up top was grossing — and what the vast bottom-tier distributors were losing, since they were largely self-consuming without appreciable retail sales. And that's right, 99.5% (remember that percentage? 12,000-60=11,940/12,000=0.995, or 99.5%) never earned the $12K/year that Amway represented they all had an equal opportunity of making. But the misrepresentations were quite purposely verbal and not actually included in the company's literature:
"Amway literature urges recruiters not to 'quote dollar incomes on specific individuals even though you may want to use their stories about the homes in which they live, the cars they drive, or the airplanes they fly.' Amway officers and other representatives have, however, orally stated specific dollar incomes which are attributed to Amway distributors. These statements are typically made in mass sales rallies which are primarily for persons who are already Amway distributors. The context of the sales talk is inspirational and it is to a knowledgeable crowd already aware of the details of the Amway Sales and Marketing Plan, and in this motivational context the statements are obviously meant and understood to be feasible goals and not guaranteed average income for the listeners" (*).

Knowledgeable crowd? So did Amway make these people aware that 99.5% of them would fail, apparently as just "horrible salespeople"? The market of "knowledgeable" people attracted to such a plan would saturate very quickly. Using just the statistics above one could come to the conclusion that Amway was roping in a self-consuming revolving market for its own products using deception, enriching only a few at the top off the backs of the masses.

Amway wasn't the only one who figured out how to manipulate such a system. Remember how Koscot's founder had been operating a side business overselling "motivational tools" (books, records, tapes, seminars; also called BSMs, or Business Support Materials) to distributors in order to encourage and retain their participation, tools that had little to no value outside the scheme? Some high-level Amway distributors had apparently figured out the key to driving up their sales Koscot pyramid-style. 
According to Amway/Quixtar Managing Director Ken McDonald in a 2000 conversation with former high-level distributor Bo Short, Amway knew about these illegal tools businesses as early as 1965 (*). They were a problem for Amway — the books, records, and rallies sold by these "rogue" high-level distributors competed for distributors' money that 'should' have been going to Amway products. These "rogue distributors" put pressure on downlines to buy motivational tapes and attend frequent seminars (not free) or risk losing their "business momentum"; in fact this "encouragement" took on a cultic air as "motivated" distributors mimicked their "successful idols" and spent on credit in an effort to appear wealthy before they actually were ("fake it till you make it"), to the point of bankruptcy, foreclosure, and divorce, while at seminars their uplines claimed their MLM businesses made them wealthy and saved their marriages. And uplines encouraged hyperconsumption to the point that their trusting downlines filled their basements and garages with products just to make the next level of commissions and prestige — precisely the front-loading problem that the FTC tried to address in the 1979 case. During my stint in Amway in the mid-1990s I personally experienced all of this. Many websites today detail this abuse, and I have little doubt this was already part of those "rogues'" strategy during the 60s and 70s when Amway came under FTC scrutiny for being a pyramid scheme. 

A Forbes magazine article ("Cleaning Up", March 25, 1985) describes Amway's business slumping after 1981 and implies that defectors were leaving because they were either losing their shirts after being milked (presumably) by the tools businesses or angry that Amway was failing to terminate the abusers (*). Only 3 years after Amway had emerged victorious against the FTC, co-founder Rich DeVos chastised his organization:

"You [the Direct Distributors] present the wonderful numbers on the blackboard about all the money they [distributors] can make. Maybe you ought to tell them about all you're going to take from them [with your tool businesses] before they make any" ("Directly Speaking" tapes, 1982 [*]).

Also in 1982, the television program 60 Minutes ("Soap and Hope" [*]) noted the connection between the riches earned by Amway's largest distributors and the illegal tools businesses. Interviewee Bruce Craig, Wisconsin's Attorney General, revealed that of 20,000 Amway distributors in Wisconsin, the average income of 99+% of Wisconsin Amway distributors was actually a net loss, and the program implied the illegal tools businesses were milking participants. (An examination of the 1979-1980 tax records in the state of Wisconsin showed that the higher-level Direct Distributors, comprising less than 1% of all distributors, reported a net loss of $918 on average (*), so imagine what those on the bottom were losing!) Amway co-founder Jay Van Andel responded: 

"They're NOT our employees and we can't tell them or enforce things beyond a certain degree"(*). 

But one year later in 1983, Amway solved the illegal tools businesses problem not by terminating the distributorships of offenders, but by absorbing their tools businesses into its own business, paying limited commissions on their sales (*, *). For Amway, the payoff from the tools businesses may have been (and likely still is) huge. Recall that between 1960 and 1964 Amway sales had jumped from $500,000 to $25 million (*), reaching $200 million by 1976 (*), $1.2 billion by 1981, and more than $4 billion by 2003 (*). That's growth by a factor of over 8000 in only 43 years. One website author posits rather convincingly that real estate "guru" Robert Kiyosaki's motivational book Rich Dad, Poor Dad made him a millionaire only after Amway adopted it into its tools program (*). 

Only two years after that, one of Amway's largest distributors, Dexter Yager, admitted to Forbes magazine ("Cleaning Up", March 25, 1985) that the tools sales in his "leg" comprised 2/3 of his income (*) — and his leg accounted for perhaps 1/3 of Amway's direct sales volume. Former high-level Amway distributor turned whistle-blower Eric Scheibeler, author of the exposé book Merchants of Deception, describes the tools business as still being in full swing in the 1990s even after many, many complaints (*); I was in Amway around the same time, also in Dexter Yager's downline, and personally witnessed the incessant hawking of the tools. When Scheibeler complained to Amway corporate, Amway shut off his income, effectively terminating him, and told him to discontinue contact with distributors he was revealing the fraud to (*). 

In 2002, Amway terminated the distributorships of 6 large distributors who loudly complained about not receiving their fair share of the tools business from their uplines; 12 others resigned, protesting that Amway should have canned the abusers, not those who simply complained about the abuse (*). In 2004, Dateline NBC did an exposé on Amway/Quixtar (Amway began calling itself Quixtar in North America in 1999 [*]) in which a high-level distributor was unwittingly caught on tape admitting that 3/4 of his income came from the motivational tool business (*). Rogue high-level distributors also encouraged disregard for the 10-customer rule; in 1998 Louisiana newspaper The Advocate quotes Larry Harper, a senior manager of Amway’s distributor relations section, acknowledging that bonus checks get paid to distributors who have no retail sales and that it was up to the Direct Distributor to decide if this rule should be enforced (*). In spite of any defections, Amway's sales still grew fantastically.

It should be noted that all these clever tools promoters did was beat Amway at its own game by taking advantage of MLM's own fraudulent structure! The only difference was that the money funneled from the bottom ended with these tools promoters rather than funneling the rest of the way up to the top.

Returning to 1979, the FTC had ruled an entire industry legal based on the premise that MLM could play fair given a few rules. But I once again repeat the FTC's description of a pyramid scheme from Koscot:

A pyramid scheme is "characterized by the payment by participants of money to the company in return for which they receive (1) the right to sell a product and (2) the right to receive in return for recruiting other participants into the program rewards which are unrelated to sale of the product to ultimate users" (*).

Amway co-founder Jay Van Andel had admitted in 1982 that he had little power over distributors who made false claims, but in that same year legislation was conveniently passed that got Amway — and the MLM industry — off the hook for it anyway, as you'll see in the next section.
1982's IRC §3508: Lobbyists push bad legislation to reclassify specific employees as independent contractors to those contractors' detriment
In the late 1970s, MLMs and other companies had witnessed a pattern of the Internal Revenue Service fining into bankruptcy companies which had misclassified employees as independent contractors (ICs), a misclassification which was costing the IRS revenue. 1978's Congress under President Jimmy Carter ([D] 1977-1981) temporarily halted the IRS's inquisition and attempted to clarify worker classifications with its 1978 Tax Act Section 530 (IRC section 3401) safe harbors provisions (*, *), but MLMs were still in a state of panic. Ruling their independent contractors as employees would destroy the very basis of MLM, that of individual business opportunities. (If MLM's product was really just products and not business opportunities, the law I'm mentioning next would not have been necessary to chase after.) In 1982 under President Ronald Reagan ([R] 1981-1989), the IRS added Internal Revenue Code Section 3508, which conveniently gave a statutory exemption to two groups of workers: real estate agents and direct sellers. 

IRC Section 3508(b) (2) (*) defines the term “direct seller” to mean any person if such person 

-is engaged in the trade or business of selling (or soliciting the sale of) consumer products to any buyer on a buy-sell or deposit-commission basis for resale by the buyer or any other person in the home or in some other place that does not constitute a permanent retail establishment, or 

-is engaged in the trade or business of selling (or soliciting the sale of) consumer products in the home or in some other place that does not constitute a permanent retail establishment; 

substantially all the remuneration (whether or not paid in cash) for the performance of the services described above is directly related to sales or other output (including the performance of services) rather than to the number of hours worked; and 

-performs the services pursuant to a written contract between such person and the service-recipient and the contract provides that such person will not be treated as an employee with respect to such services for federal tax purposes. 

§3508 in effect only muddled the difference between independent contractors and employees, and I have no doubt lobbying by the MLM and real estate industries had everything to do with it. This was certainly the case in 1996 when the newspaper lobby got Senator Bob Dole [R-KS], who happened to be running for president, to slip a rider into the minimum wage bill that exempted newspaper carriers from all of the labor laws, making them permanent independent contractors (*, *, *) like direct sellers regardless of how they were treated. President Bill Clinton [[D] 1993-2001] signed it into law that same year (*). 

The biggest problem with §3508's exemptions is that they directly conflict with the IRS's own criteria for being an independent contractor. Legitimate independent contractors come to their clients pre-hatched — they:

-already present themselves as professionals in their fields (have all business and professional licenses, are incorporated, and do NOT require training); 

-assume responsibility for taxes, workers' comp, insurance (E&O, health, dental, vision, etc.), expenses (advertising, overhead), and legal liability (bonded); 

-are hired on a per-project basis and are paid upon completion of the project; 

-can realize a profit or suffer a loss in their business; 

-may perform services for as many clients as they wish with no restrictions; 

-come with all tools necessary to complete jobs; and 

-do not perform work for clients which can impact the success or continuation of the clients' businesses. 
That last point is crucial. Businesses who utilize the MLM model depend on the services these workers provide; remove these workers, and the business must grind to a halt! And it works in reverse too — take away the company, and these workers' "businesses" vanish. The last point is also significant in that MLM law directly conflicts with it, actually requiring the MLM to rely on the generation of sales and enrollments exclusively by distributors and not by company "employees" (*). (This is to satisfy the "Howey Test" of 1946, mentioned in the "Koscot" section of this article, which determined that a regulable security existed when "a person invests his money in a common enterprise and is led to expect profits solely from the efforts of the promoter or a third party" [*].) That alone should tell you there is something very wrong with the MLM model to begin with!

Also note that you are more than likely an employee if the employer can exercise control of your work through the threat of dismissal. The Direct Selling Association (DSA) is the lobbying and trade group for direct sales companies (*), which include MLM. In 1994, the DSA argued with the Senate Committee on Finance that "direct sellers established themselves as independent contractors for tax purposes under the common law rules in the test case of Aparacor, Inc. v. United States, 556 F.2d 1004 (Ct. CI. 1977)." (DSA again referenced Aparacor in arguing their case in 2007 with the House Committee on Ways and Means.) However, if you study the actual Aparacor case, the trial judge's opinion states that "the word 'termination' is used in company procedures simply to signify that a relationship with a particular distributor has come to an end because of a lack of interest on the part of the distributor" AND that the distributorship could be reactivated by simply ordering product. He also stated Aparacor/Queen's-Way's "primary interest is in maximum sales of its products, and it is not concerned with the ways, means and methods [control] employed to accomplish that result". The comparison of Aparacor to today's MLMs is extremely shaky, as most if not all MLMs can terminate your membership at will and seek to control your actions through the threat of termination (*); afore-mentioned Amway whistleblower Eric Scheibeler, those six afore-mentioned distributors who were terminated by Amway for complaining about the tools businesses, and all the reps who were terminated over "misrepresenting Amway" would certainly testify to this.
So why do MLMs and other like employers misclassify workers as independent contractors when those workers should quite clearly be classified as employees of the company? Because it's cheap and lessens legal liabilities. Companies that hire independent contractors generally avoid employer obligations under many state and federal laws (*). 
For example, the company escapes responsibility for:

-Tax and trust fund obligations (e.g., income tax, workers' compensation and unemployment insurance, state disability insurance, paid family leave, employment training tax, Social Security and Medicare, pensions and stock options); 

-Enforcement of wage and hour laws (e.g., minimum wage, overtime, rest periods, sick and vacation pay, etc.); 

-Enforcement of health and safety laws; 

-Enforcement of disability and medical leave laws (reasonable accommodation, leaves of absence, return to work rights); 

-Enforcement of anti-discrimination laws to protected employee classes (e.g., age, race, sex, national origin, ancestry, disability, medical condition, sexual preference, religion, etc.); though independent contractors are protected under sexual harassment laws; 

-Enforcement of laws regulating union issues and collective bargaining; 

-Enforcement of laws regulating plant closures and mass layoff notices; 

-Enforcement of laws regulating wrongful employment termination and related causes of action; 

-Advertising and prospecting, transportation, professional licensing, office expenses, medical and life insurance, and legal expenses, as these are borne not by the company but by the independent contractor. 

The market that MLMs typically recruit are not people holding themselves out as professional salespeople. They require training to do sales, and training generally marks them as employees. The way MLMs usually get around this is to sell the new recruit a sales kit containing sample products and "advice on how to grow your business", and all actual training is done verbally by the recruiters. This way they and the company can conveniently disavow knowledge of it later if necessary. The original duplication of the "unapproved behavior" gets passed so far down the line that salespeople may have no idea that the training they received "isn't approved" by the company (wink wink), and that training their own recruits risks making them the salesperson's own employees — with all the associated expenses! 
And the direct selling industry knows that they are not to train their salespeople. In 1997, attorney Eric J Ellman, representing the DSA (*) in an FTC meeting, was asked if typical DSA member salespeople offered any kind of training or assistance when they sold their income opportunities. He replied:

"No. And in fact, we cannot, because [...] by putting training requirements on [...] the sales people, you would run a serious risk of having these [sales] people characterized as employees" (*, p. 47, line 12).

But if one looks at DSA member Amway's website, they state:

"With Amway Global, you are never in business alone. In addition to the support you will receive from your sponsor, Amway Global provides you with world-class training, marketing, products, and customer support" (*).

And finally, there was one more positively crucial reason why industries adopting the MLM model and taking advantage of 1982's IRC §5308 wanted to ensure that their "independent contractors" remained so: legal liability. Again I quote:

"They're NOT our employees and we can't tell them or enforce things beyond a certain degree" (Jay Van Andel, co-founder of Amway, 1982 [*]). 

Note the year.

For the record, the DSA's own "Code of Ethics" includes an intriguing bit of double-speak entitled "Prompt Investigation and No Independent Contractor Defense" which states: "For the purposes of this Code, in the interest of fostering consumer protection, companies shall voluntarily not raise the independent contractor status of salespersons distributing their products or services under its trademark or trade name as a defense against Code violation allegations and such action shall not be construed to be a waiver of the companies' right to raise such defense under any other circumstance" (*). How curious that MLMs can pawn responsibility for legal violations off on their "independent contractor" distributors (even whilst they verbally encourage their naive distributors to break the law), but their own industry organization won't permit them to do that for purposes of ethical violations. Nice double standard! Even the DSA knows what hogwash that is.

And here's still more MLM double-speak. According to the earliest version of Amway's website circa 1996 (*), "Instead of having a shop to display, sell, and store products, Amway distributors [...] build a customer base via their friends, family, neighbors, and co-workers" (*): 

"While the basic function of an Amway business is dependent on marketing products, growing an Amway business comes from both marketing products and building a distributor network. [...] As a distributor, you potentially duplicate and multiply your efforts when you sponsor others to be distributors. Therefore, distributors earn income not only on the products they sell, but they earn income from bonuses on the products their distributors sell. Building a balanced business - combining marketing and sponsoring - leverages one's time to its best advantage." (*)

Did you get that? Amway was essentially telling you that taking optimum advantage of MLM's model requires recruiting; indeed its very design relies on it once the market saturates. Distributors who only self-consume ("buy from themselves") will always lose money. Having been an Amway distributor in the 1990s under Dexter Yager's downline, I can attest that my upline taught me to ONLY recruit, completely ignoring retailing; their mantras were:

"Buy from yourself" AND 
"Show The Plan to your friends and family" in order to 

"duplicate yourself"; and teach your downline to 

buy from themselves and duplicate themselves too. 

Lest you think that was just my immediate upline, those mantras were endlessly repeated by high level distributors at seminars and rallies I attended (*). 

As of 1998 those pages disappeared from Amway's website, and the 2009 website makes no mention of either concept (marketing products or building a distributor network) on its "Our Business Model" or "Careers" pages or subpages, the most likely places to find such information. (The "Careers" page now links to paid employee positions, not IC salesperson positions.) Perhaps you can see now why that information was removed — the company can't have in writing that its optimal "business plan" requires recruiting, after all! 

If salespeople in these afore-mentioned industries do retail using traditional advertising, the company puts very specific restrictions on the advertisements in order to prevent them from making false claims about the products/services or income opportunity. To me, this appears to be an admission by the company that it knows its salespeople are routinely making such claims, albeit not in writing! And of course this is a restriction that simply should not be put on so-called "independent contractors".

One notable incident of the above concerns a website put up by distributor James Eddy (*), www.amwayfacts.com, on which he sought to defend Amway against negative publicity. The site was attracting 1500 visitors per day when Amway asked him to shut it down. He complied, but opined, "They didn't want the Quixtar [Amway] information to be disseminated wrongly. I think there's a fine line, and in my opinion I don't feel I crossed it." What was on his site that Amway could object to? Take his page called "Why is There Such A Low Success Rate Among Amway Distributors?" (*). On it he asks, "If you are a distributor, have you followed your uplines' system completely for the past year (or as long as you've been a distributor if less than a year) WITHOUT ANY EXCEPTIONS, especially the part about showing the plan a MINIMUM of twelve times a month (or whatever number your system states)?" Showing the plan to prospects has nothing to do with retailing — it is used solely for recruiting. Perhaps you can see why Amway wanted Mr Eddy's "educational" site closed. 

If the salesperson ever leaves the company, he is usually bound by non-solicitation and non-compete agreements. These one-sided agreements are clearly against the laws of free enterprise that a true independent contractor enjoys. In general, an enforceable non-compete agreement does NOT (*):

-create an undue burden on the employee for finding other employment where he or she currently lives or works (geographical scope); 

-restrict the employee from performing job functions that are not linked to competitors (business interest protection); 

-place unnecessary restrictions on the ability of the employee to invest in a competitor (business interest protection); 

-bind the employee if he does not perform an essential function within the company (business interest protection); 

-remain in effect beyond the time period needed to adjust to the loss of the employee (length of time); 

-prevent the employee from earning a livelihood once separated (business interest protection). 

Note that last bullet. MLMs can't assign territories without triggering laws that risk their independent contractor sales force being classified as employees, but that also forces the largely inexperienced and unsophisticated sales force to market blindly and inefficiently without regard to inevitable market saturation. (A person who buys a franchise knows he is buying the built-in market that the company has already attracted via its recognized brand name.) Since salespeople in these industries have usually been taught to prospect using their friends and family, they have not truly learned to prospect. Thus when salespersons leave the company, they leave behind the only clients they usually get, so these salespeople are for all intents and purposes out of business for the term of the non-compete and non-solicitation agreements. The state of California specifically holds noncompete agreements to be unenforceable (*). More states should follow suit!

The impact of IRC §3508 on affected industries can be seen in complaints about those industries which have chosen to take advantage of §3508's exemptions (and keep in mind that unless otherwise noted, all allegations quoted from off-site sources in the subsections below have NOT been proven in any court of law):

Newspaper carriers (*). Newspapers have a long history of paying "paper boys" to deliver papers. However, with today's laws against child labor, they have been forced to deal with a more demanding workforce pool. Some hire actual employees, but many newspapers have decided to take advantage of §3508's exemptions and classify newspaper carriers as independent contractors. They either allow the carrier to buy and resell the newspapers at a set price or pay a commission per paper delivered. Carriers at these newspapers bear all expenses, including wear, tear, and insurance on their own automobile; reporting taxes; health insurance; etc. Although the advertised high wage looks pretty good to new carriers, they find that when all expenses are deducted from the "business", they are working barely above minimum wage — or even at a loss! Many newspapers charge the carrier a "complaint fine" several times the retail cost of the paper when a customer complains about a wet, torn, misplaced, late or missed paper. This is particularly problematic when the newspaper requires the carrier to bear the costs of bags and rubber bands for the papers (without rubber bands, the papers are difficult to throw), and paper theft is commonplace in apartment complexes. Carriers complain of being pressured to ignore traffic laws in order to get deliveries done on time, since their route is assigned by the newspaper. They burn through automobile brakes, gasoline and headlights, and face robbery and carjacking in the wee hours of the morning. When they are injured slipping on icy driveways or bitten by dogs, they are told it's their own problem (*). As independent contractors, they face obstacles unionizing for better working conditions (*).
Real estate agents. Some real estate businesses stick to the now-safe method of hiring agents as "independent contractors" and advertise to attract as many new agents as possible in an agent-mill fashion, arguably in order to gain access to the agent's leads, which often consist of friends and family. These new agents, making a lesser percentage of commissions than an experienced agent, make a few sales and often end up leaving the business for lack of income; the annual turnover rate for agents is high. Agents complain about operating their own "businesses" and having to pay for advertising, desk fees, insurance, taxes, etc., yet their brokerage exercises control over things more typical of an employer-employee relationship, like adding the brokerage to their auto insurance policies as second insureds or requiring the agent to increase their coverage. These brokers often advertise to attract far more new agents than the market will bear (*), allowing new agents, who require fewer hours of training than even a hairdresser (*), to sink or swim. Escalating consumer complaints against California RE agents coincide with a 44 percent increase in the number of agents between 1999 and 2004 (*). 

Some comments from real estate agents regarding the above model: 

-"The reason brokerages use new agents like puppy mills is they know most people getting into real estate are not coming from a business background but from a 40 hour 9-to-5 collect-a-paycheck crowd. [...] The owner/broker knows that everyone knows someone in their sphere that will net them a couple of deals before they die out with no more leads." (*) 

-"With the huge 95%+ fall out rate of new agents in the first 2 years that is how brokerages bring in commissions from the built in sales most agents have..." (*). 

-"We joke about part timers as 'they have a real job' on the side" (*). 

-"Most of the new agents that are flooding the market now are in search of a quick buck and think they will be a millionaire in a year. Statistically, each 'temp agent' will do less than a few deals in a year. Then they go back to corporate America" (*). 

-"The state considers us employees. We are only independent contractors under IRS's eyes (*)." The writer refers to the California Labor and Workforce Development Agency, which has taken the position that a RE agent is nearly always an employee for workers' compensation insurance purposes — but that is only California. Again, more states should follow suit! 

-Agents carrying all expenses and generating all leads wonder why they have to split commissions and pay a broker for desk space at all! Fault lies in the law, which requires RE agents to be sponsored by a broker who may abuse his role. You'll see the same complaints in the financial services industry below. 

Keller Williams Realty is one real estate company I am aware of that uses an overt MLM-type model to compensate its employees, through a 7 levels deep "profit-sharing plan". Per KW's "Build Wealth" page, Keller Williams is "committed to treating associates as stakeholders and partners [and] has created a unique profit sharing program in which close to 50 percent of every market center’s profit every month are returned to those who have attracted other productive associates into the market center." That's in perpetuity, by the way; the MLM-type compensation structure is weighted more heavily to recruiting to that 7th level deep with a focus on the agent's eventual retirement by relying solely on the efforts of his recruits. I find it telling that reps tend to deny that it is MLM. 

Exit Realty is another real estate company that has an MLM-type compensation plan that compensates agents for recruiting, though it claims to only pay one level deep. Per their "Residuals" page: "With Residuals [...] Everyone in the Corporation can receive a 'Piece of the Action' for helping to build EXIT through sponsoring." Also note that they specifically say it isn't MLM. I couldn't help but notice that the home page includes significant space devoted to recruiting agents; compare that to Coldwell Banker's or Century 21's home pages, which make no such mention. 

This blog compares Exit Realty to "Amway, World Financial Group", and schemes that depend largely on new recruits' high failure rates. It speculates that Exit Realty's real income must primarily come from "annual membership fees, training courses, training dvd's, stationery that you have to buy through exit resource center." On the same page: "The key to profits is sign up fees from new recruits. While traversing on the borderline of legality, CEO Steve Morris denies that Exit is a pyramid scheme. Morris states that because only one level of residuals are paid out, no laws have been broken in the US." 

Direct sellers. Direct sellers include mostly single-level and multilevel (MLM) direct sellers and insurance and financial services companies. Misclassifying this class as independent contractors is particularly odious because the companies usually train the "independent contractor" from the ground up, and in spite of what their recruiters tell them, these inexperienced and unsophisticated contractors may risk having their "business" classified as a not-for-profit or hobby by the IRS if they fail to show profit for 3 out of 5 years. The infiltration of MLM and its elements into the insurance industry is even more challenging, since the FTC does not oversee that industry (*). Complaints are similar to both classes above; in fact the Internet is so rife with them that many websites have sprung up just to get the word out to others similarly situated.                                                     
MLMs. 

5Linx Enterprises - (sells telecom services) 

Water Buffalo Press blog uses 5Linx's own numbers to indicate that of 'active' 5Linx reps in 2006, 93% earned less than $261 (don't know if that's gross or net, but I suspect gross). 1% and less earned over $10K. 

ACN, Inc. - (sells telecom services) 

Exposing the Truth About ACN MLM. Alleges: misrepresentation of business opportunity, average (expected) incomes, chances of "success"; cult mentality; promotion of abuse of friendships. 
Scam.com message board thread (Archived, so not all pages may show.) Long thread alleges: high pressure sales tactics; salespeople seem desperate; deceptive advertising; only way to make money is to recruit; cult mentality; high dropout rate; inferior products, training, and customer service. 

The Millenium Project (archived). Alleges: deceptive advertising; Canadian regulatory authorities charged ACN with illegal pyramiding; Australian authorities ruled ACN an illegal pyramid; ACN apparently attempted to silence website with a SLAPP suit. A "SLAPP" suit is a "Strategic Lawsuit Against Public Participation" in which a corporation sues a person or entity in an attempt to intimidate them into silence. Many states have "anti-SLAPP suit" statutes that protect citizens' rights to free speech. 

MLMWatchdog.com has a page on ACN with the headline: "MLM ACN Australia Shortest Launch and Shut down in History". 

Amway / Quixtar / Alticor / Team of Destiny - (sells variety of products; its old staple was soap/detergent) 

The Skeptic's Dictionary. Alleges: fantastic income appearances represented to recruits at rallies; only the "elite" will succeed; recruit's income increases are based on overrides on his sales force; reference to cult-like mentality or atmosphere; "Friends & Family List" is main "prospecting" tool. 

mlmSurvivor: Amway vs. Critical Websites. Mentions examples of alleged SLAPP suits (Strategic Lawsuits Against Public Participation) in which Amway repeatedly continued naming critical websites as defendants in an apparently unrelated case, ultimately forcing those critics to close their sites due to lack of funds to defend them. 

A 1986 FTC Order determined that Amway had violated its 1979 FTC Order against making earnings claims for its distributors without disclosing actual average gross income figures. 

In November 2009, a Scam.com poster started a petition against Amway to present to the FTC. 

Avon - (sells cosmetics) 

A 7/1/2004 PRNewswire article discusses a recent court case which accuses Avon of "channel stuffing", or artificially boosting its financial bottom line by charging for and shipping unordered products to sales representatives ("front-loading"). Alleges misrepresentation of realistic average (expected) income and artificial boosting of sales figures. In August 2004 the California Court of Appeals dumped the case but then reinstated it on appeal in May 2005. I can't seem to find any updates past that. 

Avon dabbled briefly with selling traditional retail before distributor backlash changed its mind (*). According to mlmWatchdog.com, Tupperware's more aggressive 2003 experiment with selling through Target stores backfired — sales plummeted as distributors defected. This only tends to lend further credibility to my theory that many MLM products cannot compete on their own merits in the open retail market; it must be the "business opportunity" that pushes sales. The product might be a fine high-end product or absolute crap, but on the open market its demand is equalized. 

A Jobvent user posts: 

"Avon has gone from a respected company to a network marketing nightmare. The representatives don't make enough money and aren't appreciated by the company, and the poor managers are held responsible for everything! The company is so hell bent on having the managers go out and recruit new sales reps all the time! If they don't find the required number of representatives, they are in trouble. Managers will sign up anything that breathes and has $10 to sign up. They have to because of the pressure put upon them by Avon. With so many people out there signed up to sell Avon, who is left to actually buy the stuff? It's a horrible environment to deal with, and morale is at an all time low. Such a shame." (Avon used to be a single-level direct marketer, according to DSA. Compare that with DSA's current page on Avon, which leaves the compensation plan blank.) 

Discovery Toys - (sells educational toys) 

This iVillage thread (archived; not all pages may display) contains a few complaints implying misrepresentation of realistic average (expected) income, discomfort of friends and family as sales targets. Most of the pro-company posts sounded to me like people in the early "emotionally charged" stages common to MLMs and almost invariably include their Discovery Toys websites, appearing to use the message board in desperation for recruiting or sales. 

Equinox International / Trek Alliance / Advanced Marketing Systems / BG Management - (sold water filters) 

This 1996 Santa Clara Valley Metro article recounts (though rather sensationally) several stories of failed reps who alleged: cult mentality; misrepresentation of realistic average (expected) income; heavy debts incurred by travel and other expenses encouraged in a "fake it till you make it" program; music before group interviews is purposely loud to discourage conversation (negativity). 

Was shut down by FTC in April 2001 as an illegal pyramid scheme; the Trek Alliance version was shut down in 2003. 

Excel Telecommunications / Vartec Telecom - (sells long distance service) 

This ComplaintStation.com thread (archived, as website since shut down) alleges: misrepresentation of realistic average (expected) income. Note the replies by Excel supporters, which boil down to the usual: "You have a bad attitude"; "You didn't try hard enough". 

"In May 1996, a group of representatives, including some of the company's top earners, filed a $400 million lawsuit against the company, charging Excel with unfair competition and trade practices, defamation, and interference with their business" (*). Excel settled for $1.7 million (*). Parent company Vartec filed for bankruptcy in 2004 (*). 

Excel president Kenny Troutt once said "Excel values our association with DSA" (*), and Excel was a member of DSA apparently as early as 1998. Troutt himself served as a board member of DSA (*). I can't be sure exactly when they lost their membership because Excel has blocked access to archives of their site from about January 2002 to February 2006 (*). Their website as of September 2009 appeared neglected, its copyright still reading 2008. 
Health-Mor / FilterQueen - (sells vacuum cleaners & air purifiers) 

This blog alleges: misrepresentation of job description; recruits must provide own first 10 leads before receiving any from company; abuse of trust relationships in selling to friends & family; misclassification of employees as independent contractors. 

Herbalife / Newest Way to Wealth - (sells vitamins) 

This complaint describes one woman's experience, which alleges: front-loading of expensive inventory with a misleading refund policy; a cult atmosphere; misrepresentation of realistic average (expected) income; sales to friends and family (the only sales she made); high-pressure recruiting tactics. 

Herbalife settled a 1986 lawsuit filed by the California Attorney General. Allegations included questionable claims made for products. 

Related companies or divisions are Big Planet, Pharmanex, & Photomax. 

Cockeyed.com has an amusing article in which the author muses about Herbalife's MLM format, market saturation, and the many "Lose Weight Now, Ask Me How" type signs distributors plastered (illegally) all over Sacramento. 

RickRoss.com, a website dedicated to the study of "destructive cults, controversial groups and movements" like Heaven's Gate and the Skinheads, includes a page on Herbalife. 

A testimonial reads: "My husband and I spent over $8,000 in this business through inventory, promotions, 'trainings,' travel, and marketing. We [...] feel that it was the obligation of Herbalife [...] to inform us of all the costs [...] before having us sign. Herbalife's promotional materials are clever. The costs are in the decision packets behind all the wonderful testimonials, but the numbers were either played down about costs and/or over inflated for profits. And everyone was high on 'personal development tapes'." (*) 

In the 1997 case of Fallow v Herbalife, Herbalife was successfully prosecuted for breach of contract when it cut off a distributor's income (effectively terminating him) and reassigned his extensive downline to his upline. Of note: "Herbalife went to great lengths to inform its Distributors that they are 'independent contractors', and not employees, with freedom to run 'their own business'." 

Mannatech - (sells nutritional supplements) 

RickRoss.com, a website dedicated to the study of "destructive cults, controversial groups and movement" like Heaven's Gate and the Skinheads, includes a page on Mannatech. Some articles: 

A 2007 Wall Street Journal article demonstrates a few cases where Mannatech's independent contractor sales force make spurious health claims based on Mannatech's own published testimonials as well as at "Mannafest", a yearly meeting for distributors that approaches a religious revival in tone. (Mannatech's founder is very religious; "manna" is the food God miraculously supplied to the Israelites in scripture.) 

A 2007 ABC News 20/20 segment points out that Mannatech's products sell so well that 'Forbes" magazine named the company [...] one of the fastest growing companies of 2006. (But note how they're doing it!) The sales reps even coached potential recruits on how to work around legal restrictions. For instance, they cannot claim the product cures or treats anything, but they can say "'I think I have something that will help you with your cancer" (because the statement is framed as the rep's own opinion). Note that sales associates are legally liable for any spurious claims they make, even if they're simply repeating what the company has told them. 

In February 2009 Mannatech settled a 2007 lawsuit brought by the Texas Attorney General in which it was charged with exaggerating health claims. Mannatech was ordered to pay $4 million in consumer redress and $2 million for the attorney general's investigation costs. 

Mary Kay- (sells cosmetics) 

See post #2 in this rather scathing ComplaintStation.com thread (archived) — allegations are exaggerated but may be pared down to: misrepresentation of realistic average (expected) income; sales to friends and family; "warm chatter" with strangers to generate leads; encouraging front-loading of inventory "to succeed" (earn promotion levels) and high-pressure sales tactics; salespeople must pay to go to cultic pep rallies. 

MKSurvivors is a Yahoo group; you need a Yahoo ID to sign up to read. "We deal in facts about issues, income and the realities of this business [...] we are a very diverse group of men and women all with a goal to expose the truths about this 'opportunity' as well as MLM's." 

The Pinking Shears is an anti-Mary Kay website created by the founder of the MKSurvivors Yahoo group. 

PinkTruth.com is another anti-Mary Kay website. 

Edumacation.com has a message board section on Mary Kay. Allegations are all the usual: front-loading of inventory; high pressure to recruit and make continuing (unnecessary?) purchases to earn sales rewards; marriages harmed when cultic atmosphere causes front-line MK reps to dig the family into escalating debt behind partners' backs; unauthorized credit card charges; abuse of personal relationships; MK runs secondary "tools" business similar to Amway; misrepresentations about actual earned incomes. MK defenders counsel failures: "You didn't work the business hard enough." 

A 2002 Law.com article says a jury in Texas hit Mary Kay Inc. with an $11.2 million verdict, including $10 million in punitive damages, for firing a sales manager (Woolf) disabled by cancer, who, the company contended, was not an employee but an independent contractor. May challenge IC status for all salespersons. 
Update on Mary Kay v. Woolf: The 2002 decision was overturned. Woolf was determined to be not an “employee” under Texas law and thus not entitled to protection under California’s anti-discrimination statute. Note that "The 5 Red Flags of Product-Based Pyramid Schemes" alleges that Texas is among those states that inadvertently passed deceptive DSA-promoted legislation that effectively "legalized the worst pyramid schemes of all — those that are product based." 

Melaleuca / The M.O.M. Team - (sells health products) 

This mlmSurvivor.com article alleges: misrepresentation of turnover rate. 

This RipOffReport.com page contains allegations of: misrepresentation of realistic average (expected) income, cult-like atmosphere, straining of relationships when selling to family and friends, obscuring the name and/or nature of the business because of prior bad publicity. Defenders use the same rote defenses ("you didn't try hard enough", "you're a negative person and I'm a positive one", citing company-provided propaganda). 

New Vision International - (sells dietary supplements) 

A 1998 FTC Order decided that it made unsubstantiated claims about one of its products. Two principals were formerly with International Heritage, Inc. (IHI), a company prosecuted by the SEC on allegations of being an illegal pyramid scheme. 

This peculiar page includes a New Vision recruit writing "We ignored the 'walk on the beaches of the world with us' scenario that our sponsor regurgitated and took a realistic look at the effort involved, the return, and the risk." Implies misrepresentation of realistic average (expected) income. Defense is the usual, implying those who failed "didn't try hard enough". 

Nu Skin (NuSkin) / Big Planet / Pharmanex / Photomax Studios - (sells health & beauty products, photo services) 

This Complaints.com post alleges front-loading of expensive inventory with a misleading refund policy; misrepresentation of realistic average (expected) income. 

A 1994 FTC Order ordered Nu Skin to stop making questionable claims about its products and income/success representations. 

The FTC determined Nu Skin had continued the same violations in a 1997 FTC Order. 

Prepaid Legal Services - (sells a sort of "legal insurance policy") 

RipOffReport.com's page on the company includes allegations of: misrepresentation of realistic average (expected) income; misrepresentation of turnover rate; nondisclosure of expected expenses; cult-like meetings; products of questionable worth. 

Southwestern Company - (sells books) 

Southwesterncompanytruth.com. Former Southerwestern Company distributor Kristen Rae Spicer felt negatively enough about her experience there to start a gripe site describing her experiences and opinions, and she posts site feedback from consumers who had similar experiences. Among allegations are: misclassification of independent contractors because since Southwestern trains them and exerts other control over them they should be employees; cult-like atmosphere; misleading advertising to attract a workforce consisting largely of students seeking paid internships to what turns out to be a full-commission independent contractor position; misrepresentation of expected income; distributors who worked hard and couldn't make enough money to support themselves are accused of "not working hard enough"; overpriced and outdated products. Specifically notable: 

"They present the facade that they care about your success; in reality, they just want their share of the profit from your hard work. In fact, my student manager sat down with me to explain the breakdown of the system of profits for the company and myself. It all seemed legit until I was later informed that the student managers would receive commission off of my production. According to what he had just explained, there was no room in the budget that allowed for their commission. Somebody down the line was lying. I later found out that my paycheck at the end of the summer would be 3.42% of what my managers would be making off of my emotional and physical distress." (*) 
"When the company tells you the average first year income is $2,630, what they are not including in that number is the number of students who go home in the middle of the summer. And conveniently, if you look at gross income as a profit measure of the summer you are not taking into account that your summer expenses are probably around $2,000-3,000 for the summer. So any tax write off you earn for all your expenses becomes a moot point. [...] The company will still make money off of you even though you have a net loss because your status as an “independent” contractor means that they do not have to share in your losses. They will do whatever is required to collect on the debt you owe them." (*) 

"Your website was great to read as it made me realize I was not alone in thinking the whole thing was one of the most un-ethical things I will ever experience." (*) Not specifically regarding this company, I feel it's important to comment here that particularly aggressive companies often try to quash any negative commentary on the Internet by sending frivolous Cease & Desist Letters to website operators, who then usually just delete the allegedly "defamatory content" rather than risk being named in a lawsuit along with the original author of the content. The standard these companies would hold website operators to would involve repeating only resolved court cases where the company was proven guilty, with the company knowing full well that those who have been scammed aren't likely to sue because they: a) are broke after being scammed and can't afford to sue (or defend against a lawsuit); b) are often students and new college graduates who don't understand that they've been scammed; and/or c) think they're the only victim and write it off as their own mistake, a lesson learned, a demeaning and terrible experience they don't want to relive in court, etc. 
The trouble for the company usually starts when victims realize they are not alone, and that can't happen when the company is quick to play legal whack-a-mole with any and every unresolved complaint by disingenuously casting it as a case of "tortuous interference with business relations" etc. Without getting into the legal in's and out's, if a company truly wants to maintain a good reputation, ethical behavior demands it should remedy the reasons for the complaints and not simply try to erase all signs that the complaints ever existed by crying "libel!" and "conspiracy to defame!". The latter is just a very intentional abuse of the legal system. Face it, if multiple people have the same complaints about you, the common denominator is probably YOU. 

World Perfume - (sells perfumes/colognes) 

This page alleges that Scentura Creations is the same company, another incarnation, or at a minimum very closely related. 

This RipOffReport.com page includes many allegations identical to the points made on this site (though I read it many months after having written the initial version of this site): misrepresentation of realistic average (expected) income and job duties; corporate sidestepping of legal responsibility by using recruits' "independent contractor" status; sales to friends and family during "training"; shutting down critical websites; cult-like atmosphere; encouraging front-loading of inventory; nondisclosure of expected expenses; cattle call interviews; obscuring the name and/or nature of the business because of prior bad publicity. 

Financial Services. This category of direct sellers alone is quite large so I've lumped it all together. I've written an entire site describing MLM's negative influence on the financial services industry; click here to read it. 

AFLAC 

Some quotes from people on I

 HYPERLINK "http://www.indeed.com/forum/cmp/AFLAC/Aflac-is-SCAM-you-pay-them-work/t13238" \t "_blank" ndeed.com's Jobs Forum: 

"The only money I spent was $38 for my business card in the first four months. I have since spent several thousand by choice as I am in business for myself. [...] You have to understand that you are starting a business - not just getting a job." 

"If you work a little, you will more than pay for [your insurance license]. Plus you can write it off." [No, that isn't necessarily true!] "You are an independent agent. It's an entrepreneur job. Having your own business means putting some [...] money into it at first." (Same as above.) 

"[...] new hires shouldn't be paying out of pocket to train unless they have bought into a bona fide franchise." (This person, an experienced salesperson, gets it.) 

"All they're doing is trying to fish unhappy losers, brainwash them [...] by using words like 'be your own business' or 'you're a professional entrepreneur', or 'make residual income', 'be rich and retire early', 'financial security'... etc." 

"I've never seen a 'pyramid scheme job' make it as high on the Forbes 500 list as they have..." (While MLMs may have fantastic sales, keep in mind how they're doing it!) 

"Employee turnover rate is over the top, [...] and then YOU OWE AFLAC, because they advance you the commissions." (Advance on commissions = LOAN!) 

"If you last 1 year, you have done better than 95% of all hired agents. You MUST have another job to pay your bills." 

"They will tell you that the saturation is less than 5%, but I found this to be misleading. All of the successful agents [...] got into Aflac 10 years ago when there were plenty of new accounts to open! Now it is very difficult, if not impossible, to find a big account that has not seen or heard of Aflac." 

"AFLAC has a good product. They just need to get organized and stop hiring anyone that has a pulse. I own a business and have AFLAC, but I still have 3 or 4 different people come in a month to try an schedule an appointment." 

"You have to find your own prospects, and so many people have tried to sell AFLAC that employers are hounded continually by AFLAC. [...] The market is SATURATED with AFLAC sales people." 

"If it is your ONLY source of income, don't do it. There are more agents than fleas, saturation is an understatement." 

Ameriprise Financial (formerly American Express Financial Advisors [AEFA]) 

Amexsux.com. I found a number of complaints on the "Financial" and "Employee" message boards alleging all the usual. A small sampling: 

Thread 1. "You have to sit through a sales pitch. It's very 'pyramid-schemesque' where they try to show you million dollar earners and the great opportunity and wow you while making you question your own instincts." 

Thread 2. "This kind of job is not rewarding unless you like working 80 hour weeks and getting a salary (18,000) which turns out in fact to be a draw system—not a salary." (Draw = advance on commissions = LOAN!) 

Thread 3."AmEx advisors in the field, however, say that entry-level advisors are experiencing close to 100% turnover and that the newly established franchisee advisors are essentially subsidizing the entire product sales system." 

Thread 4. "After working there, I realized that the business model at AEFA was about as close to a pyramid scam as a legit company can get. For example: A main focus of a managers duties were to dial resumes off of monster.com, jobsearch.com, etc. [...] to constantly get new advisors in the door. Many of these new advisors where totally unqualified. As a matter of fact, we hired one guy who didn't even finish high school." 

Thread 5. Also alleges that New England Financial is doing the same. 

Thread 6. "[You pay] the license study materials out of your own funds, around 3 grand. This is a glorified sales job! [...] You have to be willing to bring your own leads." Another person wrote: "The managers, recruiters, etc. are using you for your natural market [friends and family]. The turnover rate for new advisors has to be very high. At the office I interviewed at, they have group orientations or career previews every week. Recruiting is non-stop." 
Jobvent users have posted a few interesting comments: 

"[AEFA] are hiring constantly yet you never see anyone stay very long. You have to pay an 'admin' fee of up to $300 just to start and that is after you pay to get licensed through your state. I heard all sorts of claims about free leads (union leads) and how everyone was making over 100K a year but I never met anyone who actually grossed that." 

"They tell you when they hire you that you will receive 70 leads a week. I got 50 my first week, 35 my second week and zero my third week. I think I finally got 70 my 4th week, but about 20% of them had no phone numbers. Oh, and they give the same leads to more than one agent!" 

Some posters on MyMoneyBlog write: 

"[Ameriprise] hires kids off the street because those kids have parents that just might have ... money. So, kids are hired and told to go after their ‘natural market’. I have seen terrible, expensive portfolios set up by ‘advisors’ that was a close friends or a relative of the client. And when the client questioned the advisor about the fees (that I had to tell them about–the trusted advisor/friend/relative never did!!), the trusted friendly advisor turned ugly. Ameriprise does not ‘advise’. They sell… they find a way to fit what makes them the most money into the client’s 'plan'." 

"The recruiters for this position are [...] more aggressive than any other job/position I have ever applied for. I do not possess a college degree, but I have extensive sales experience. I asked [the Ameriprise recruiter] how do I obtain clients in my first month assuming I know nothing? He told me I would have to contact my “natural market” ie, family, friends, people I trust. In other words, I know nothing, but I should take people whom I know and use them for their money and possibly mis-invest it? It was such an obvious scam." 

To Ameriprise's credit, they do have a page on their website explaining how their three different types of financial advisor positions are compensated. I am curious if the "salary" they advertise is still a draw. 

American Income Life 

Scam.com. This thread presents both sides from people who have worked for AIL. Some negative claims concern high turnover, brainwashing those who wish to leave into believing they've "failed"; managers making higher commissions on recruits less than 6 months old (discouraging retention because company keeps commission trails); promises of "unlimited income" that rarely pan out while recruits are suckered into paying for everything including rah-rah conventions in exotic locales; the company encourages recruits to put the job over their family; all the usual. One AIL defender amusingly says: "after 10 years with the company i can retire!! yeah that’s right retire so while the rest of you work till your 65 I’ll be 40 on some tropical island". One complainant only learned about his "independent contractor" status when he attempted to claim unemployment! 

What's Up With American Income Life? (Archived) Insurance investigator Mark Colbert's website said: "It is claimed that American Income Life agents knowingly made false representations to the trusting members of numerous Labor Unions. AIL agents made these representations with the intent of defrauding, deceiving, and inducing these people to purchase American Income Life insurance policies." Legal action by AIL forced him to take the pages down. 

RipOffReport.com. Below are a few; search the site for more. Note that AIL is a member of RipOffReport's Corporate Advocacy Program; they pay RipOffReport for their "investigation" and "approval" as a company consumers should "have confidence in". I appreciate RipOffReport's value as a site where consumers can read about complaints about companies, but I am very highly suspicious of the website owner then charging these same companies for cleaning up their record there. I personally have ZERO confidence in the site's "endorsement" of any company complained about there. 

Page 1. "They tell me [to] bring a check for $150 for the book and training. [...] After numerous months of not making any money, wasting my gas, money on food, and my time and my life, [I begin to think] these people lied to me. They make you think you're an independent contractor but in fact you're not." 

Page 2. Poster describes how during his initial interview the interviewer wasn't interested in his past experience but called him a "go-getter". Second interview was a cattle call with 10 other people during which a presentation was made that only talked about how much money they could make. "The classes, books, licenses, background check and fingerprinting ran a whopping $447 total." 

Page 3. "I recently graduated from college [...] and was offered a job with this company. I was told their average agent makes $50,000 to $70,000 their first year with some agents earning $100,000. My job offer was revoked after I asked [...] how many people were successful." 

Page 4. "Long story short, between the 80 hour work weeks that robbed [my family] of our time together, the ragged out car [from all the travel to sales calls] and the $10,000 credit card bill, I can't decide how they SCREWED us the worst." 

Page 5. "They said the fee for the class was $250. [When] I told them that I had a school near me that is $100 less, [they lost interest] in me." 

Page 6. Poster complains of working 80 hour weeks, killing his car with the frequent travel, paying for food and lodging when going to sales conferences, and never made the income the company (mis-?)represented. "I drained my account based on a promise, all I had to do is follow their method. I followed their method and was set back at least $3000 for my trouble." 

A JobVent user writes: 

"I was a sales agent in Burnaby (BC, Canada) for about 7 months. I finally had to leave because of all the dishonest practices of the company and because of the cult mentality. My biggest problem is that my mentors when coaching me and everyone else in the office would instruct us to lie to the union members about many aspects of what we were doing in order to get the sale. [...] 
When I was hired they said they were very picky about who they hire but the truth is they will hire anyone willing to pay the course fees up front. Even more the people doing the hiring have little to no experience and work are paid commission based on how many people they hire! The also don't tell you that 99% of agents quit in less than a year having made very little money. [...] They had me training new agents after I had only been selling for about a month. I had no real experience. Most of the people I trained quit before they even got the chance to sell anything." 

Another JobVent user writes: 

If you are a recent college graduate or someone looking for a new job, be very cautious about American Income Life. This is a classic pyramid scheme and the entire interview process is carefully designed to lure people into this circus organization. [...] First, the company pulls hundreds of resumes from various websites (i.e. monster, school student center jobsites, etc.) and calls each and every candidate. Since this is a 100% sales-based commission position, they don't care whether you have work experience. From their perspective, you cost next to nothing in terms of overhead [...] Turnover is very VERY high [...] They use reverse psychology and maintain control of the conversation. [...] The interviewer is INTENTIONALLY leaving out the description concerning what the position is for. [...] The minute you ask questions concerning what the position is for, they've lost their chances of recruiting you. Now you may be wondering why I know so much about the interview process. It's quite simple... I used to be the one conducting the interviews. [...] I wish I can travel back in time and tell my younger-self not to join this pyramid scheme. 

Edward Jones 

Edward Jones.info (archived) British site. Info is for UK, USA, & Canada. According to this source, Edward Jones pressured the host into closing the site. 

RegisteredRep.com's Forums have some interesting comments: 

"In short, these market conditions are exposing the shortcomings of the Jones business model. I believe there will be significant changes to that model by this time next year. It's basically a pyramid scheme that has been outed." (*) 

"[Edward Jones is] not a pyramid scheme in a pure sense [...] but not too far off either. 'Recruiting' like minded people. 'Bonus Brackets' and 'LP Returns' and other phony mumbo-jumbo to get you a bigger cut of the action as your tenure, success, and loyalty to the firm grow over time. Then, there's the entire indoctrination of the spouse and family. The continued brainwashing that goes on that only EDJ is right and just. Others firms are somehow morally corrupt, and Jones FAs [financial advisors] have to go out and save the bluehairs from the evil competition. All the while, those at the top (GPs) are raking it in. The relatively few tenured brokers are getting profitability bonuses and LP payments which are essentially other people's money getting funneled to the top. I'm convinced the whole thing was contrived by a marvelously intelligent evil genius." (*) 

"That was one of my biggest complaints with Jones. I signed up for a 60/40 split, and they were taking 15 to 20% off the top, and THEN splitting with me 60/40. Not cool." (*) 

"I think what angers ex-Joneses the most is 2 things. 1. EJ sells you on the opportunity to have your own business, when in fact it is far from it. 2. EJ also claims that the FA's are the only profit center making an FA feel that the 60% going to Jones is going for expenses and/or partnership, when in fact it is far from it. I will be the first to admit that I was making a career change and jumped in without a full understanding of the business in general and the business of EJ and that is completely on me." (*) (I would disagree with his final statement.) 

"When you are at Jones, you are told it is BETTER than being at a wirehouse, and BETTER than being [independent]. Expectations are set so high that once people realize it is not vastly superior, and in many ways about the same as a wire, and definitely no better than being [independent], with lots of kool-aid culture, you feel a little schmucked." (*) 

A Vault.com user has this to say: 

"I guess after 25 years in business, I was flattered they had any interest in me at all. What was about to begin would unravel my family, personal, and financial life to the point of almost vengeful retaliation. I was "homeschooled" on one of their company laptops. This 2 1/2 months of studying for the series 7 test left me with little time for anything else. A year later, I found out I could have taken the training for $400 on the internet. All of the recruiting literature that was shown to me was later explained to me by my attorney as being spurious (symbolic) and had nothing to do with the actual working conditions that I could expect. In other words, when Jones says that you will "likely" be in an office in 4 months, they can take 10 years if they want. When they tell you that you will have an assistant, it means you have to damn near walk on water to get one. When they say that the AVERAGE broker makes $140K per year, it means that there are about 100 brokers who make over a million annually out of the 9000+ brokers and pull the average up and way out of proportion for the average person. Jones talks about their Funnel System for marketing. After a year, you realize that you are actually in THEIR funnel. It was common knowledge that if you tried to open a new branch as a new broker, you would fail, and so would the next 2 brokers who followed. With Jones, they own all of the accounts, so you can't take anything with you if you stay in the business. I opened 40 accounts in 8 months, and never opened an office. I was digging a huge hole financially with the pittance of a salary I was on quickly coming to an end. Still not in an office, I went to another institution and left Jones. After my license transferred, they sued me for $75,000 for "training costs". Remember the $400 for series 7 on the net? I was caught in the oldest scheme in modern history. They never actually expected me to succeed, just paid me enough to open accounts, gather assets, then drag their feet on their promises. The most insidious part of the whole slimy mess is the part in their Employment agreement called an Integration Clause. 
It basically means that anything they said, did, or represented in any way is now B.S. An interesting statistic: Last year Jones trained 1200 brokers, and 1150 of them left, leaving behind all of the assets that they had gathered, under the threat of being sued for 75K each for training costs. I was lured out of a 25 year old business to pursue what turned out to be a pack of lies and broken promises. Many of the people who started with me went broke and were living on credit cards. Here's one more nauseating caveat: The broker who recruited me won a trip because of my hiring." 

Edward Jones Can Be A Great Place To Work - If You Last! Article by L.M. SIXEL of Chron.com includes these quotes: 

"[Edward Jones] is so focused on growth [...] that it doesn't do enough to retain the brokers it already has." 

Attorney General Lockyer Files Major Securities Fraud Lawsuit Against Edward Jones. (2004) From the California Attorney General's website. 

California Attorney General Settles Edward Jones Lawsuit (2008). AG Jerry Brown filed his own lawsuit against Edward Jones for failure to disclose kickbacks earned from mutual fund companies, and won $75 million in refunds and civil penalties for consumers. This settled the 2004 case above. 

[REMOVED2] *** 

A JobVent user says the following about [REMOVED2] ***: 

"When you get hired, they slap on the 'financial services specialist' tag. But in reality you're just a telemarketer. [...] I just feel cheated because [REMOVED2] *** advertises that they're something they're not. [...] They basically flat out lied to me. During my time there, I did not receive one cent! They make you pay for your exams ($410) and do not give you a buffer salary to live on while you study for them. [...] Just like a used car salesman office, you have to record on a dry-erase board for all to see how much you sell every week. But how can anyone produce when they can only sell crappy funds to their friends and family? I hope you have a LARGE AND RICH circle of friends to swindle... so you can 'produce.' They won't fire you because you cost them nothing to be there. They give you a desk and a phone and you call your friends and family and then their friends and family. In addition, why are there constant ads for openings at [REMOVED2] *** on monster/careerbuilder? The turnover is ridiculous. [...] No wonder they slap on the AIG label after you're hired, otherwise this position would have no credibility to potential prospects. The introduction script that you pitch to prospects is 5% centered on [REMOVED2] *** and 95% centered on AIG." (He's lucky. I paid over $700 that was never reimbursed despite my being recognized as the top earning rep at my company during my tenure there. The costs for the exams/licenses are actually quite minimal, by the way, and the background check / fingerprinting is likewise relatively inexpensive — see one California Live Scan center's rates here.) 

Another JobVent user says of [REMOVED2] 

 HYPERLINK "http://www.armydiller.com/financial-scam/mlm.htm" \l "lawsuits#lawsuits" ***: 

"[REMOVED2] *** is a scam! They are a multi-level marketing pyramid! They camp out at job fairs with false promises of making money and being successful. They claim to be debt free because they don't have any employees, they never advertise, and they are not even a securities firm! SagePoint Financial is another nice way of saying AIG Financial. After the big AIG mess, they quickly changed names. [...] Commissions are worthless and pay far less than the industry average. [...] Your commission on a $50 investment is $2.50!!! [...] The manager will collect much more off your work! The goal of the management is to get you to bring in your friends and family so they can suck more commission from your work. After your so-called training (the two weeks of training is to get you to memorize their pre-written sales script), you are given a desk and a phone and your training ends. The manager is too busy luring in new recruits, most never come back. I was in the office on a Tuesday (when you are supposed to be out on appointments) while the manager and supervisor were doing new interviews. The manager told the supervisor, "If they look like a LOSER, get rid of them. If they look OK, ask them back." That is the interview process! They don't care what your background is because all you need to do is memorize a sales script. The girl that interviewed me said she was moving to Dallas to open a new branch. I found out months later that she QUIT! There is no office in Dallas! You won't be able to survive 6 months with the pitiful commissions to last that long to get any benefits. They claim there is a $1,000 bonus for the two weeks of training after you pass your tests. However, they don't give you your "employment" materials until after your first week, when you are unable to set 12 appointments! Then you find out the $1,000 bonus is contingent on you setting 12 appointments! A nice way for them to keep their money! The trips they talk about are only for select individuals...goals that you will never meet as a rep. [...] They have this stupid game called Tennis Ball in which you pretend to make sales calls and follow all the scrips to get them to agree to meet after they tell you NO! Telemarketing at its best! [...] Career Potential: None, unless you have lots of friends that are willing to change over all their investments to you, an inexperienced so-called financial advisor that took two tests. They will keep the $410 you pay for the tests because you won't last 6 months. [...] Some offices have closed due to lack of sales reps! [...] The office I worked at was a rotating door of employees. [...] Once your leads dry up, you are done. One new rep was doing 25 pieces of business a month, and was "top rep" for one of the months. That person even said they couldn't live off the commissions that they received with 25 pieces of business sold! They left the company the following month. [...] Anyone that calls for a rep that is not there, you are required to LIE and say they are with a client! [...] During the interview, they will lie and tell you they help you find clients and build your business, but they do nothing. You call your friends and family and try to get them to refer all their friends and family. Don't be surprised when your friends and family aren't willing to meet with you because they are not about to let you, an inexperienced investor, handle their life savings through a company no one has heard of! They also don't pay commissions immediately after you sell business. 
They claim there is a 30-day period between commission payments! They just want you to bring in whatever business you can, then you quit, and they continue to reap the commissions from your friends' and families' investments." (As of November 2009 this review was removed from Jobvent, even though it violated none of their posting guidelines.) 

Responses to the JobVent posts are all the usual: "you didn't qualify"; "it's your fault you couldn't produce"; "you didn't work hard enough"; "you didn't have what it takes"; "you're a worker bee who doesn't belong with us elite people who want to run 'our own business'"; "you're pessimistic"; "you're a bitter failure"; etc. One JobVent poster says, "the economy is horrible and I need to find/try something new." It is true that scams tend to proliferate worst during economic slumps when people who would otherwise avoid them get desperate (*, *). 

Northwestern Mutual Life (NML) 

Riverfront Times. "Training, he says, consisted of the new agents' listing the names and contact information of 200 friends and family members and rehearsing a scripted sales pitch for variable insurance." 

nmlcomplaints.com (archived) Includes negative testimonials. New grads should see the "NM Internship Program Facts" (archived) section: 

Many schools exclude NM from recruiting for interns on their campuses altogether. Numerous other schools are taking a critical look at the company’s internship program to determine whether or not allowing NM to recruit is worth the potential risks to students, as well as the school. The issue? NM grossly exaggerates the likely income potential and is not forthcoming in pointing out "business expenses" that interns have to pay that are beyond licensing costs. Also, there is the chance that an intern's commission (income) may be reversed when policies are cancelled — even after the internship has ended. Many students find themselves in the position of having to borrow money from family members or friends to pay NM's management for the experience. NM's supporters offer a uniform knee-jerk reaction to former interns’ claims: They state that these individuals “couldn’t keep up” and more commonly, “didn’t have what it takes.” 

Colin Braybrooks from Ashville, North Carolina said: “I just went through the NMFN sales training program, but when it came time to sign a contract with them, I said 'no thanks'. Why? Because what they promised did not match up with what I wanted to do. By way of background, I am an attorney and have worked in the home office of a major insurer for a number of years. I wanted to make a career change to get into financial planning. I am a CLU and a ChFC. The training I received was 100% sales training. No product training. When you finish sales training, you start dialing for dollars. Nobody wants to receive a telephone call from a life insurance agent. Selling whole life insurance today is probably the hardest product to sell. But NMFN's relentless emphasis is on whole life sales. I also realized that their sales training was highly unethical. They want you to sell their insurance as an investment, which is forbidden under state insurance laws. I could not believe what I heard in the sales training school from seasoned agents ‘teaching’ us the ropes. There were nine people in my sales training class. Seven were in their early twenties, basically right out of college with no clue about life. Another older ‘career changer’ and myself rounded out the class. We both decided not to sign contracts to become NMFN representatives. But these young kids are very impressionable and do not know enough to challenge what they are told. For instance, NMFN wants the agent to focus on their 'dividend'. But the training they provide implies that the dividend is paid from day one and is a much better ‘buy’ than any other ‘investment’. ‘Why put your money in the stock market when you can get a 7.7% return from NMFN?’ Again, this presentation is not only VERY deceptive, it’s illegal.” 

An email I received reads: "This website has been shut down by order of US Circuit Judge Larry J. McKinney on July 27, 2006." The lawsuit is discussed in an article in The Milwaukee Journal-Sentinel. If Northwestern Mutual's allegations are true, then this is a textbook case in how NOT to aid those with ostensibly legitimate complaints. 

A JobVent user writes: 

"I interviewed for an 'internship' with Northwestern Mutual recently. The job title was "Financial Representative". When I got there, she explained this was actually a sales internship. She said we would have 100 names and we would call them and sell them insurance, annuities, etc. I asked if these 100 names were people who already expressed interest in NWM or if it was cold calling. She responded that this list would be compiled by the interns - our friends and family!! She said I didn't even have to come into the office - I could make the phone calls from my home! Then, if I got a bite, I would come in and sit in the meeting room while some higher person made the sale. I would get a small percentage of the profit, and NOTHING ELSE. ONLY COMMISSION. Basically, if your OWN family doesn't pay them, you make nothing! You'd be better off hitting up your grandma for money all summer long, cut out the middle man." 

Another Jobvent user writes: 

"I worked for this company for 6 months before I figured out it was a scam. Got suckered in by the '"internship' which is their word for stealing your commissions by having you sell insurance to your family members. [...] they say you get a weekly paycheck but it's just an advance and if you leave you have to pay it back. I guess it depends on what office you work in but mine was a turnover MACHINE! I think I saw 50 reps come in the door for every one who made a decent living." 

Primerica Financial Services (PFS) / AL Williams 

Primerica is the only financial services company that I am aware of that openly acknowledges it is MLM. 

"So What's With Primerica?" (archived) includes this page (archived) describing the author's allegations regarding how Primerica recruits and (mis?)-educates its reps. 
RipOffReport.com has a many pages of complaints/defenses on Primerica. Below are a few. Note that Primerica is a member of RipOffReport's Corporate Advocacy Program; they pay RipOffReport for their "investigation" and "approval" as a company consumers should "have confidence in". I personally appreciate RipOffReport's value as a site where consumers can read about complaints about companies, but I am very highly suspicious of the website owner then charging these same companies for cleaning up their record there. 

Page 1. "I have seen my best friend be lured by the promises of 'wealth' and 'financial freedom'. He has been convinced that anyone that does not like Primerica is not worth having in your life. He has been TOLD to attend church and join church organizations for the 'contacts' and to improve his reputation. I have heard cult horror stories that don't compare to the brainwashing my best friend has received from Primerica." 

Page 2. "Primerica milked me for a list of my friends and family, with the promise of a 'pie-in-the-sky'-type of career. Once my list dried up, Primerica was GONE, baby! I'm *STILL* waiting for my first paycheck from this band of gypsies, some ten years later. [...] No reimbursement for the test, no loans, no splitting commission for turning over my list of contacts, no *NOTHIN'*!!!" 

Page 3. Very long thread, be patient while it loads as it is worth the read. Original poster describes being cold-called about her resume; being offered a 'job' at which she would be expected to start at zero even though she had a Master's degree; company reps were vague about responsibilities, products, and how money is made; company appeared 'cultic'. 

A JobVent user writes: 

"You 'own your own business.' That means you are an independent contractor that has to assume ALL of your own benefits! Most Primerica reps do this on the side and use the bennies from their REAL jobs (or their spouse's job if they have one). [...] You work (hassle people) at all times... usually nights/weekends/holidays because that is the only time that people that have REAL jobs are available. [...] If you recruit enough people you get to be an RVP (Regional Vice President). [...] All that means is that you were able to recruit enough hapless family members to this lost cause. The RVPs that I know of wore crappy clothes, drove P.O.S. cars, and were slimy used car salesmen hucksters. They were NOT the 'rich' people I was led to believe were running the place." 

Another JobVent user writes: 

"I showed up for the interview and it was me and over 20 other people. Apparently he liked all of them as well, and for the same interview. You got to love his time management skills. [...] The only ones getting rich are the ones at the top who are making money off of your friends and family. The problem for you (or me) is you will eventually run out of family and friends. In the meantime they reap the benefits. [...] It is really a genius idea if you think about it. You advertise for jobs, troll online jobsites, invite a massive amount of people for interviews [...] and then hit each one up for possible customers." 

Another JobVent user writes: 

"I went on my 'interview' only because the person calling said it was for Citigroup and not Primerica." 

Another JobVent user writes: 

"The work environment in the office is scary. It's like a constant brain-washing to convince people that what you're doing is righteous." 

Trilogy Financial Services ** 

Blogger Evelyn Baker attended a seminar for Trilogy Financial Services ** and wrote this article in which she described its presentation as identical to Primerica's, i.e. multilevel marketing like Amway; she feels MLM is code for "pyramid scheme". I'm not the only person noting the negative similarity problems between some companies in the financial services industry and MLM. 

A JobVent user says the following about Trilogy Financial Services **: 

"This is a terrible company to work for. You initially get hired on as an Investment Executive, but, you don't really get paid. You PAY THEM to work there and you ultimately PAY for all of your licenses and certifications. The training they promise you in hiring is redundant. And they threaten your job on a daily basis. So, no salary, they take 60% of any of the business you bring in and no benefits. Most of the 'Financial Advisors' complain to fellow co-workers on a daily basis about not making enough money, yet put up a fake front to business associates and prospects. Most of the Managing Partners and Training Managers do not hold higher degrees. They expect you to work 80 hour weeks and to prospect unless you are sleeping. Beware with this company, as at first it appears really nice and a great opportunity, however, their mottos are 'fake it until you make it'." (As of November 2009 this review was removed from Jobvent, even though it violated none of their posting guidelines.) 

Another JobVent user says about Trilogy Financial Services **: 

"I worked here for almost a year and in the beginning was very excited to begin my career in financial services. After a grueling two day interview, I was overjoyed to be offered a job. I should have known it was too good to be true when I had to pay them close to $900 for 'training', but as a recent college grad searching for my 'career job', it seemed everything was on the up and up. The 'training' for the licensing was not that bad and actually quite informative/educational, but once I began the company 'training' everything went downhill. I was basically trained to cold call and to hound my friends and family. I was actually told, 'Saturday mornings are the best time to call people because you know they will be home'. Mondays were 10-12 hour days of cold calling and more useless 'training', which primarily consisted of memorizing a script. [...] I wish I would have quit earlier, because I actually lost money working here." 
Another JobVent user says about Trilogy Financial Services **: 

"Trilogy Financial Services ** offered me a job but it turned out this was not employment. They made me be an independent contractor. They told me that I would become an employee if I made a certain level of commissions, which never happened. I never became an employee and never received any of the 'benefits' offered. They claim to offer health insurance which is not true as well. They just give you some money to buy your own plan which cost substantially more than what they give you. They claim to provide training but all they did was help me get licenses and leave me to die on the vine. They only care about reps who produce and bring in business from their family. They do not provide any leads and expect you to cold call for long hours. After several months of making no money and going into debt I was forced to take a job else where." (As of November 2009 this review was removed from Jobvent, even though it violated none of their posting guidelines.) 

As of December 2, 2009, Trilogy Financial Services ** has informed me through their attorney that Trilogy denies all of the above allegations made by those JobVent posters (imagine that!). He also informed me that Judge Andrew P. Banks "indicated at the ex parte that he has 'sorted out' similar situations by having contemnors handcuffed and taken to jail straight from his courtroom for violating his injunctions". All this presumes I have violated any injunction **, which I haven't. I'm just letting their actions speak for themselves. 

World Marketing Alliance / World Financial Group (WMA/WFG) / National Lending Corp. (NLC) / Aegon Financial Group World 

xWMA.org (archived). 

Attorney Dan Feder was at one time: "investigating a possible nationwide class action against WFG, as it seems to me that current and former brokers/salespersons may be [misclassified as independent contractors and thus] entitled to employee benefits, worker's compensation, health insurance, and other benefits." 

Law firm James Hoyer were at one time: "investigating complaints about misrepresentations in the sale of life insurance policies by World Marketing Alliance. Some consumers have stated that they thought they were buying annuity, savings or investment plans [and] felt tricked when they learned they had purchased variable universal life insurance policies." (It is illegal to sell insurance as an investment instrument.) 

WFG-Offline (archived). Be sure to see the MONEY magazine article. 

RipOffReport.com has some complaints/defenses on WMA/WFG. Search the site for more. 

Page 1. Very detailed article with references. 

Page 2. Aaron claims: "My aunt works at WFG headquarters and she files everyone who comes through the company. She sent me a fax and 85% of the people who pay the $100 don't get their licenses, and of the 15% who get them, 90% leave within the first year and half of the remaining 10% leave in year 2. You don't have to be a rocket scientist to figure out that's about a 1% success rate." 

Ted DeCorte's Eclectic Mouse Experience (archived) implies that Zillionaire.com (offline) / DotPlanet.com (offline) was a biz op used as a "lead-in" to promote the securities and investments offered via WMA. 

Whew! The above industries, including MLM, were given specific exemptions with the passage of IRC §3508 and its amendments. Keep in mind that IRC §530 was intended to provide companies only temporary relief against the IRS's 1970s crusade against employee misclassification, which was robbing it of revenue. And of course the above opinions are only those of their authors and should not be construed as my condemning any of these companies as guilty; only a court of law can decide that, hence it is so important for victims to act. They are listed only to demonstrate the pattern of complaints since the passage of IRC §3508.
In 1988, the IRS resumed its crusade (*). Industries wishing to continue misclassifying their employees as independent contractors must push to get their industries added to IRC §5308 or remain in a race against the IRS's fining them into bankruptcy. These industries tend to prey not on successful salespeople but on relatively naive work forces that they must train, consisting of the un- or undereducated, recent college graduates, stay-at-home moms, immigrants, and disenfranchised workers. (According to the Direct Selling Association, the average direct seller is a married woman between 35-44 with at least some college education [*].) Messengers and couriers, delivery drivers, taxi drivers, auto rental agents, car salespeople, model and talent scouts, and others not currently included within IRC §3508 could all face possible reclassification if lobbying is successful, or could be counted among the vague "direct sellers" category if such precedent is set. 

For the record, the auto rental industry already seems on its way. A quick look at a former Enterprise Rent-A-Car "employee"'s complaint reveals many of the same complaints as MLM: 1) promotion only "from within" means all salespeople started at the bottom regardless of education and experience; 2) job "interviews" consisted of cattle calls that were motivational in nature about the "business opportunity"; 3) high turnover as many rental agents who were making far less than they expected either quit or found creative ways to put money in their pockets at the expense of customers and other reps; and on and on. In the mid-1990s in San Diego I rented from Enterprise and an agent actually forged my initials onto a damage waiver insurance form, which was clear since I had the triplicate copy I'd originally NOT initialed. Some five years later a friend in Los Angeles was planning to rent from them and I warned her to watch for that little trick, and sure enough the Los Angeles rep forged hers too! Apparently they get incentives to push for that often-unnecessary insurance, as most people's own auto insurance already covers it.

One other anecdote I'll share is that my fellow reps at a financial services firm had a laugh one day about Amway being a scam, and they derided any "fool" who would join. This amused me in particular, as I had been an Amway distributor at one time and noted just how similar our firm was to that MLM. The resemblance was uncanny.
The MLM method of "throw the independent contractor newbies against the wall to see who sticks" may eventually find a few reps who stick around long enough to know their jobs and earn some money, but the reps and ultimately the consumers suffer until that's a reality, IF it ever is. Many people who come from MLM (and companies that are run like them) are surprised to hear that most reputable companies hire experienced salespeople and compensate them well from the start in order to retain them.

So that's 1982's IRC §3508. Let's look at what else happened from there.

MLMs proliferate in the 80s & 90s 

With the 1979 FTC v. Amway case "clarifying" the rules under which the FTC would tolerate MLMs, and with 1982's IRC §3508 "clarifying" direct sellers' classifications as independent contractors, the 1980s and 1990s conveniently saw a proliferation of MLMs (to the left is a partial list) and other industries (as mentioned above) that adopted MLM-like compensation structures to reap the same benefits. DSA memberships shifted from single-level to multilevel quite significantly after 1982, so it must pay [guess who?] for "direct sellers" to go MLM: 

-In 1970, less than 5% of U.S. DSA members were multilevel (as opposed to traditional single-level); the Direct Sellers Association got its name only two years before in 1968. See the DSA's history here. 

-In 1990, 25% of U.S. DSA members were multilevel; 

-By 1996, over 70% of U.S. DSA members were multilevel; 

-By 1999, 77.3% of U.S. DSA members were multilevel; 

-By 2000, 78% of U.S. DSA members were multilevel; 

-By 2009, 97% of U.S. DSA members classified themselves as multilevel. I arrived at this figure by searching "single-level" [6] vs. "multilevel" [197] in DSA's public member directory, then just divide 6 by 197 for the percentage = 3% single.) Also, some of the 6 "single-level direct sellers" likewise appear to be misclassified, as their compensation structure fits the multilevel model despite what they list, so the percentage may be even higher. For instance, Avon and Mary Kay's compensation plans were once listed as single-level, and now the compensation plan is blank. Electrolux's status is also blank, but it was single-level sales when I worked there years ago. My experience with Electrolux back then was actually pleasant. 

It also helped that MLM entrenched itself largely among Republicans who believed in deregulated free enterprise. I'm not anti-Republican, but I can't change the facts: during the Republican-led mid-1980s, the FTC actually sent representatives to MLM industry meetings and even extolled the virtues of MLM (*)! Let's follow the money trails to see who all got abused:

The single largest soft money donation then on record to any political party was $2.5 million from the Amway Corporation to the Republican Party in the final weeks of the 1994 election (*, *). A 1996 letter from Republican National Committee Chairman Haley Barbour to Amway co-founders DeVos and Van Andel read: "Your generosity in 1994 clearly was a major factor in the historic Republican capture of majorities in the House and Senate" (*). 

According to the consumer watchdog group Common Cause, Amway and affiliated donors made soft money contributions to the Republican National Committee totaling $4,147,000 between January 1, 1991 and June 30, 1997 (*). From 1994 to 1996 Amway gave $366,000 to Republican Party causes and candidates, and it employed Roger Mentz, who was the Assistant Treasury Secretary for Tax policy in the Reagan Administration, as its tax lobbyist" (*). Amway had tried to get a $283 million loophole for itself passed in 1996 as an amendment to the minimum wage bill (minimum wage bills are apparently popular places to sneak riders through), but Sen. Byron Dorgan [D-ND] shot it down (*); then House Speaker and Amway supporter Newt Gingrich [R-GA] sneaked it back into a bill at the last moment in 1997 (*). The payoff was ultimately seventyfold. 

A 1997 Texas newspaper article by Molly Ivins entitled "Congress Distributes a Tax Break to Amway" pointed out that five Republican House members at the time were Amway distributors (Sue Myrick [R-NC], Jon Christensen [R-NE], Dick Chrysler [R-MI], Richard Rombo [R-CA], and John Ensign [R-NE]). It further stated that "their informal caucus meets several times a year with Amway bigwigs to discuss policy matters affecting the company. [...] House Majority Whip [and later indicted House Majority Leader] Tom Delay [R-TX], a onetime Amway salesman, also remains close to the company." Myrick was later a co-sponsor of DSA-backed federal HR 1220, introduced by Congressman Joe Barton [R-TX] [*], which was designed to legalize pyramid schemes. The DSA Political Action Committee's political contributions shot up from its usual ~$15,000 contributions (*, *, *, *) to over $50,000 during the 2003-2004 cycle (*), presumably in support of this bill. 

A 1998 Mother Jones magazine article reported that Myrick owed her election to Amway — almost half her total campaign funds came from Amway people, urged on by the voice of George Bush himself and distributed via distributor Dexter Yager's internal voicemail (Amvox) campaign (*, *, *, *); this may have violated campaign laws. Myrick wasted no time once in office in 1996 co-sponsoring the home-office deductibility bill, which allows tax write-offs for independent contractors who use their homes as offices — a purported boon for Amway distributors. The day before Amway's $1.3 million funding of GOP convention coverage was revealed, Senator Bob Dole [R-KS], who paid tribute to Amway founder Richard DeVos at a Republican party fundraiser only one week before, announced his support for the home-office deduction, as well as for an increase in health insurance deductions for the self-employed — another measure purportedly benefiting Amway distributors. The same Mother Jones article also states that Reps. Bill Redmond [R-NM] and Heather Wilson [R-NM] also received Amway funding in 1996. 
In 2000, Amway was the second largest contributor of “soft money” to the Republican National Party with contributions totaling $1,138,500; Amway was second in donations only to Reynolds Tobacco. The Orlando Sentinel reported that Amway co-founder Richard DeVos said: "People ask me sometimes why I support Bush. I've been a friend to the family for a long time. I give the max. People talk about buying access, but all I can tell you is that politicians know the people who support them" (*). 

In 2004, the Republican 527 committee "Progress for America" received money from Amway founders Richard DeVos and Jay Van Andel, who each chipped in $2 million" (Newsweek, "The Secret Money War," September 20, 2004 [*]). In the last three weeks leading up to the November 2, 2004, election, Progress for America Voter Fund (PFA-VF) outspent the next largest spending Democratic 527 group three-to-one on political ads, buying $16.8 million in television and radio ad time (*). 

In May 2005, former Amway President Dick DeVos, son of co-founder Richard DeVos and one of the wealthiest people in Michigan, and his wife Betsy DeVos, former chairman of the Michigan GOP, were listed as two of the largest campaign contributors of the 2004 election. Just days later, Dick announced that he would run against Michigan Governor Jennifer Granholm in 2006 (*); he lost. 

The MLM-political entanglements get even uglier, touching the Federal Trade Commission itself. As president, George W. Bush appointed Timothy Muris (2001-2004) to head the FTC. Muris’ last job before chairing the federal agency that regulates multilevel marketing was as an attorney with the antitrust division of the firm Howrey, Simon, Arnold and White, LLP, whose antitrust division counts among its largest clients the Amway Corporation. While Muris was with Howrey and while he was in charge of the FTC, his former partners in the antitrust division at Howrey represented Amway Corporation in a class action lawsuit initiated by Joe Morrison, a former Emerald-level distributor, in the US District Court for the Southern District of Texas in 1998 (*). The suit charged that the recruitment program of Amway is an illegal pyramid scheme and was referred to mandatory arbitration as outlined in Amway's distributor agreement, so we may never know the outcome of the case. And Amway's insider influence in the Bush administration FTC extends beyond Chairman Muris. When the multilevel marketing company Equinox International, an Amway clone, was prosecuted for pyramid scheme fraud by the FTC during the Clinton administration, one of Equinox’s expert witnesses, David Scheffman, testified against the FTC and on behalf of the scheme (which was later shut down as part of a settlement). Scheffman argued that the Equinox business model was not a pyramid scheme. His claim was largely based on the assertion that Equinox operated just like Amway. Muris subsequently appointed this same David Scheffman as the FTC’s new Chief Economist (*, *). 

Amway is also aligned with the fundamentalist Christian wing of the Republican Party and has been accused of mining trusting Christians. In her book Amway Motivational Organizations: Behind the Smoke and Mirrors, Ruth Carter notes that "conservative Christian leaders James Dobson (founder of Focus on the Family), and formerly Jim and Tammi Faye Bakker (televangelist whose ministry ended after sex and accounting fraud scandals) have been staunchly pro-Amway, and claim friendships with Amway founders and high-level distributors. Reverend Jerry Falwell, who received massive donations from Amway leaders, issued statements on the internet and through Amway's voice messaging system supporting Amway against its critics (*). Dexter Yager, mentioned above with regards to the motivational business, reportedly gave a whopping $100,000 to the Rev. Falwell's Liberty University in Lynchburg, Virginia (*). Author Charles Paul Conn, president of Lee College, a small Christian college in Cleveland, Tennessee, has written six books about the Amway business, and was a favored speaker at Amway conventions for a number of years; and a number of entertainers and motivational speakers support the Amway business (*). According to Amway whistleblower Eric Scheibeler's Merchants of Deception (*), "You were either a Republican Christian or you would become one if you maintained any level of involvement [in Amway]. There was a constant level of conservative political promotion and religious services at seminars." Scheibeler also noted that many high profile individuals from outside the corporate world of Amway lent their credibility, both indirectly and directly, which was used to drive recruitment. Such figures included George Bush Sr. [R, 1989-1993], George W. Bush [(R), 2001-2009], Ronald Reagan [(R) 1982-1989], Gerald Ford [(R), 1974-1977], Senator Rick Santorum [R-PA], Congressman Jack Kemp [R-NY], Mary Lou Retton (U.S. Olympian), Reverend Jerry Falwell, Billy Zeoli (president of Gospel Films Inc. / Gospel Communications International, who co-chaired the Board with Doug Devos of Amway), Charles Stanley (senior pastor of megachurch First Baptist Church Atlanta), Robert Schuller (American televangelist), Dave Thomas (founder of Wendy's fast food chain), Dan Quayle (former U.S. vice president [R-IN]), Dennis Waitely (former Blue Angels pilot and psychologist for the US Olympic team), Zig Ziglar (motivational speaker), Oliver North (U.S. Marine Corps officer best known for his role in the Iran-Contra scandal), Newt Gingrich ([R] U.S. Speaker of House 1995-1999), entertainer Pat Boone, and football coach Tom Landry (*). Because of the conservative Christian messages touted at seminars and the fact that high-level distributors discouraged their downlines from associating with critics, including family, Amway gained a cult-like reputation. Some distributors even used their church congregations for recruiting, earning them the derogatory title of "Amway Christian" (*). At least one Amway official hinted at an admission of the problem — a 1985 Forbes Article reports: "Last year DeVos and Van Andel brought in William Nicholson, former president Gerald Ford's appointment secretary, to reorganize Amway. Nicholson says the firm is cleansing the sales force, and there is a new approach, downplaying evangelism and cultism and emphasizing real sales training instead" (*). Outside of Amway, this strategy of some MLMers worked so well for recruitment that Dr. Jon Taylor*, President of the Consumer Awareness Institute and author of the anti-MLM website www.mlm-thetruth.com, even found it necessary, based on his experience with MLMs infiltrating religious congregations, to warn MLM-heavy Utah's Mormon population against MLMers out seeking recruits from among them (*). *See page 85
Clearly some in Amway, the Mother of all MLMs, saw the potential in aligning themselves with others who believed in American free enterprise and Christian values — and then abused those relationships. (Indeed I only joined Amway because I was told that changing my buying habits would help my younger relative earn commissions. She also became a conservative Christian during her stint in Amway.) I'm certain that many religious leaders and politicians are thankful for the financial support but don't understand the entire reasons behind the causes and legislation they're then asked to push on behalf of their benefactors. And then again, some probably know full well what they're doing. 

1994-1996's Nu Skin case: FTC begins new crusade against pyramid schemes 
I mentioned how President Bill Clinton [(D) 1993-2001] signed into law a rider that Senator Bob Dole [R-KS] sneaked into the 1996 minimum wage bill at the last minute that (mis-)classified newspaper deliverers as independent contractors. But to his credit, it was under Clinton's administration that the hounds were released on MLMs, pyramid schemes, and fraudulent "business opportunities". 

In 1994, the FTC had gone after Nu Skin, alleging unsubstantiated claims for the income opportunity and products. In 1995 Clinton appointed FTC Chairman Robert Pitofsky [D], who had noted the meteoric rise in "business opportunity" frauds about which consumer complaints surged in the 1980s and early 1990s (*), and in April 1995 Pitofsky began soliciting public comments about the possible inadequacy of the Franchise and Business Opportunity Rule (the "Franchise Rule" or "The Biz Op Rule"). He described the biz op problem in a February 1996 warning to consumers thusly: "Lured by deceptive promises of independence and easy income, many would-be entrepreneurs are jumping into the arms of con artists who claim: 'we are not just selling you a business, we put you IN business'", further calling the problem "epidemic" (*). 

In 1997, Nu Skin paid a $1.5 million civil penalty to settle its case but came under scrutiny for continuing to disobey the 1994 FTC Order against it — with the FTC failing to enforce the Order and assess further consequential penalties (*). But it would be disingenuous to be critical of Pitofsky as being too soft, as he proved quite the pitbull for the remainder of his six-year term until Republican President George Bush replaced him with Timothy Muris in 2001. The MLM industry did begin to note the pattern under Pitofsky: MLMs were ambushed, with the FTC often gaining injunctions that froze assets as it fined the targeted MLM for FTC violations, often to the point of bankruptcy, and without the MLM ever admitting guilt. Pitofsky successfully applied the FTC Act and Franchise and Business Opportunity rule to end many MLMs and like businesses, including promoters selling "franchises" of vending machines, pay telephones, medical billing biz ops, and envelope-stuffing schemes.

In 2005 and 2006, Nu Skin communicators based in MLM-swamped Utah, aided by the DSA, noted Pitofsky's pattern and lobbied for state legislation (SB 182) that effectively legalized pyramid schemes in Utah — and got it on the second pass. (First-pass HB 269 was defeated.) Of course a legal challenge preceded all this — that's next.

1996's Omnitrition case: FTC challenges "personal use"
In 1996 the FTC under Pitofsky began revisiting the issue of chain-recruiting in the aftermath of a 1994 civil class action suit against Omnitrition (Webster v. Omnitrition International [*]). The case boiled down to the suspicion that most distributors were simply selling to their own downlines, which meant that the vast majority in the bottom tier could only be "buying from themselves", unable to recruit in a saturated market, and thus only ever lost money. Omnitrition defended that its compensation program was similar to Amway's; the court found that the existence of the Amway Safeguards was at a minimum no good without enforcement. The court also reinforced via an in dicta opinion (statements made by the court but not part of the holding itself) that the amount of focus a company places on retailing versus recruiting is a key determinant of whether or not it is a pyramid scheme (*) (same as was established in 1975's Koscot), i.e. sales to persons who are participants in the company's compensation program do not qualify as "retail sales" for purposes of satisfying the Koscot test. Regarding Koscot: 

"[...] recruitment with rewards unrelated to product sales is nothing more than an elaborate chain letter device in which individuals who pay a valuable consideration with the expectation of recouping it to some degree via recruitment are bound to be disappointed (Webster v. Omnitrition International [*])"

And now Omnitrition's in dicta language which referenced Koscot:

"[...] plaintiffs have produced evidence that the [Amway] 70% rule can be satisfied by a distributor's personal use of the products. If Koscot is to have any teeth, such a sale cannot satisfy the requirement that sales be to 'ultimate users' of a product." (Webster v. Omnitrition International [*])

The case settled out of court, but the DSA recognized the potential for the in dicta opinion on "personal use" to impact the MLM industry and filed a 1996 amicus (friend of the court) brief in support of Omnitrition, a U.S. DSA member. The old DSA c. 1990 whose MLM members only comprised 25% of its membership roster would have had little reason to defend "personal use", as their majority traditional single-level direct sellers had as their end users consumers mainly outside the scheme; there was no incentive for end users to participate in order to buy products. The new DSA c. 1996 had over 70% MLM members now who had a stake in sales to participants inside the scheme; in fact, the DSA argued in its ignored amicus brief: 

"... consumption by participants of direct selling companies' products is a natural and appropriate element of direct sales. [...] It is an axiom of direct selling that a company must successfully market its products to its own distributors if it is to have any hope that its distributors will successfully market its products and its opportunity to others. [...] Sales to distributors and their use of a plan's products can be crucial to the success of a bona fide direct selling company (*)."
Good grief, what a crock. I sold $800 vacuum cleaners for single-level direct seller Electrolux and, while I enjoyed the product, certainly never bought one! The DSA was arguing in essence that the court's attack on "personal use" based on the Koscot test was an attack on the very structure of MLM (duh) based on a "misunderstanding" of how MLM worked. The problem that Koscot recognized with "personal use" was that those at the bottom of a saturated MLM, comprising mathematically in fact the vast majority of MLM members who are unable to recruit, should of necessity be selling retail to nonparticipants. The DSA was arguing that the Koscot test did not apply to unsaturated MLMs, which we all know by now is a temporary state of being, hence there exists that "intolerable potential to deceive". Aside from all that, the problem then with an unsaturated MLM with a focus on "personal use" was that it risked triggering onerous laws regulating "buying clubs" (also called buyer's or merchandise clubs, like Fedco and Sam's Club) that could impede business (*), including registration with the state (usually the Attorney General), the posting of bond, the payment of registration fees, establishing trust accounts or escrow accounts for prepayments of fees collected from buyers (*), and, sometimes, complying with a requirement that savings claims made by the buying club must be based on price comparisons with area retailers comparing like items; violators of these myriad and inconsistent federal and state buying club laws could be faced with severe penalties, including injunctive action. Because the risks supposedly substantially decline below a minimum investment level, statutes defining business opportunities contain minimum initial investment threshold exemptions; the FTC's Franchise and Business Opportunity Rule of the time stated the minimum threshold as $500. Take note of that amount, as it will come back to haunt the MLM industry later! In any case, distributors' first sales were usually to themselves and did not exceed $500.

In order to avoid the onerous restrictions involved with being classified as a buying club, MLM had to minimize recruiting based on the attractiveness of buying wholesale. Thus the main reason a new recruit would join an MLM had to be based on the business opportunity, an opportunity that may not be viable because MLM by its very structure has no controls to determine at what point market saturation occurs. The court was correct in attacking MLM's structure (again); a prevalence of "personal use" among MLM distributors was definitely evidence that the income opportunity drove endless chain recruitment, i.e. recruiting was emphasized over retailing.

The Omnitrition court affirmed that the Koscot test was necessary, though it never explicitly noted the buying club connection and thus failed to fully understand exactly why the Koscot test was necessary. The court also affirmed that the Amway safeguards were "still sound" but emphasized that they needed to be enforced in order to be a defense. However, a second look reveals that Amway itself could not have been enforcing the Safeguards. Recall this quote: 

"The average monthly BV [Business Volume] of Amway distributors in fiscal [...] 1973-1974 [...] was about $33 a month. Much of this amount is consumed by the distributors themselves rather than resold. [...] Many of them consume large amounts of the products every month. [...] We note that this figure is not 'retail sales', but Business Volume ​​ that is, the retail value of the products purchased for resale to consumers and sponsored distributors, and for distributor home consumption which, as stated before, constitutes a large portion of all sales of Amway products." (FTC v. Amway, 1979 [*]) 

Only about 25% of Amway distributors as of that case sponsored new distributors (*). Clearly it wasn't for lack of trying, since buying club appeals were out and the "business opportunity" was the only reason left to participate. If each distributor was selling to 10 customers outside the scheme per month (the 10 Customer Rule) in order to qualify for commissions, then the vast majority of Amway's business volume would have been consumed by them and not by the distributors themselves!

In affirming the use of a definition that excluded self-consumption of products from the "retail sales" requirements of the Koscot case, the Sixth Circuit endorsed the position taken by the FTC and the Omnitrition court, and specifically pointed out that a basis for the Koscot case was the extensive self-consumption of products by the scheme's participants rather than actual retail customers. The court concluded: 

"Given the district court's instruction that a pyramid exists when a program's rewards relate to recruitment, not product sales, the jury necessarily found the possibility of saturation when it found that the defendants ran a pyramid scheme: 'The presence of this second element, recruitment with rewards unrelated to product sales, is nothing more than an elaborate chain letter device in which individuals who pay a valuable consideration with the expectation of recouping it to some degree via recruitment are bound to be disappointed.'" Omnitrition, 79 F.3d at 781 (quoting Koscot). (*)

1996's Fortuna Alliance case: FTC again reinforces retailing over recruiting 
In May 1996 the FTC pursued Fortuna Alliance on grounds that although it appeared to be offering consumer benefits services, in reality it was selling positions in an opportunity with the right to secure others to do the same. (Recall that 1975's Koscot case found that selling positions in an opportunity constituted an unregistered security.) The FTC also charged that Fortuna was inducing consumers to join the scheme with false income claims (*). In February 1997 Fortuna settled, agreeing to repay around $5.5 million in redress to consumers. In the final settlement, Fortuna Alliance was permitted to pay commissions on the sale of goods and services, but it was strictly prohibited from paying commissions on membership fees or dues, because those purchases were of "business centers".

However, Fortuna Alliance violated the FTC's Order and dragged its feet with repayment, moving assets and operations offshore in a Fortuna II scheme, claiming:

"One of the most important changes in Fortuna Alliance II will be that the company will maintain its operations off-shore from each and every country where it will do business. This means that a 'raid' by a governmental agency which put Fortuna Alliance out of business without a warning or a trial to prove guilt of any kind, will never happen again." (*)
The FTC pursued Fortuna Alliance once again in October 1997, and after being charged with contempt, Fortuna finally complied with the Order and paid. In any case, MLMs took notice as the FTC was able to effectively shut down, even only temporarily, MLMs suspected of being pyramid schemes before the crime was ever even actually proven. MLMs selling discount buying, travel, and consumer benefits packages particularly took note of the FTC's prohibition against paying commissions on membership fees or dues, which made those businesses impossible since the membership was the product! A similar case could be made for ALL MLMs, if you think about it! 

1997's Jewelway case: FTC formulating criteria for Biz Op Rule review 
In 1997 the FTC ambushed MLM Jewelway, alleging it was an illegal pyramid scheme that emphasized recruiting over retailing. Jewelway, its assets frozen under temporary restraining order, agreed under duress to exactly the language that had been so dangerous in Omnitrition: Jewelway 's sales revenue must come "primarily from retail sales" to nonparticipants (*). In addition, Jewelway agreed to some very onerous restrictions in order to enforce compliance so Jewelway could continue its business. Among other things, the settlement required Jewelway to:

-disclose the percentage of all representatives in the program who have received a particular reward (e.g., a specific income level, car or home allowance, vacation package) at the time a claim is made regarding income potential or likelihood of earning other types of rewards; 

-implement a 90 day "cooling off" period, under which the purchaser of JewelWay's jewelry cannot join the company as a representative for 90 days; 

-review all representatives' advertisements before allowing the ads to run; 

-obtain from each new representative a signed verification form, which the defendants must review before depositing any of the representative's money, to ensure that none of the prohibited claims were made (if the defendants do not -receive a completed verification form from a consumer, the purchase price must be refunded). 

(The above rules will later be a foundation for the FTC's 2006 Proposed Business Opportunity Rule.) 

Note that the above requirements infringed upon the rep's independent contractor status by exerting control over the method in which he ran his "business" (in case he wasn't already restricted enough). The message sent was clear: Jewelway could now be held responsible for infractions by its distributors. It also set the stage for independent contractors to possibly challenge their status as employee misclassification. Jewelway filed for bankruptcy around 1999 (*).

1997's World Class Network case: More of the same
World Class Network was a multilevel marketer of travel agent credentials that the FTC charged with running a pyramid scheme which drove recruitment by misrepresenting its services and income opportunity. WCN's own records indicated that only about 4 percent of the more than 51,000 purchasers earned more than $1,000 in commissions in 1996, and that more than 35,000 of the network members (68%) received no commissions at all in 1995 (*) — and those figures didn't even account for gross versus net. Similar to Jewelway, the FTC required among the stipulations in its consent judgment that WCN:

-implement a program under which consumers could receive refunds of 100 percent of the purchase price within 45 days of the date of purchase, and 90 percent within 46 to 90 days of the purchase date; 

-implement a 90 day "cooling off" period for sales of travel tutorial kits under which the purchaser cannot become a travel agent or a distributor for 90 days; 

-obtain from each purchaser a written verification form ensuring that the prohibited claims were not made before depositing any of the purchaser's money; 

-review all distributors’ advertisements before allowing the ads to run; 

-disclose, in connection with any earnings claims made, the number of purchasers who made at least the amount claimed and the percentage of total purchasers who earned that amount. 

(Note once again how these rules will later form a foundation for the FTC's 2006 Proposed Business Opportunity Rule.) 

1998's Futurenet case: FTC retreats a step on "personal use"
Since 1996's Omnitrition case, the MLM industry was on somewhat thin ice regarding "personal use." In Futurenet's case, the FTC alleged that, like Fortuna Alliance, the Futurenet program was a pyramid scheme in which individuals made money by recruiting others who paid "training" fees to purchase "positions". In the JewelWay case, the majority of the sales revenue approach had been applied to the entire company, but in Futurenet, the majority sales revenue approach was applied to individual distributors, i.e. compensation to the individual distributor must be based primarily on retail sales. This time it allowed that retail sales could also include reasonable distributor "personal use" purchases not to exceed $30/month (service contracts) or $360/year (single purchase items) (*). This deterred inventory loading, the bugbear of the Omnitrition case, but removed the consumer protections against "closed system" buyer clubs in which distributors were encouraged to buy, even in small amounts, only to participate in purported "savings". This new standard only led to more FTC micromanagement and confusion.

Of note here is that the FTC did approve the payment of the recruitment (training) fees, a practice heretofore consistently condemned as one of the hallmarks of a pyramid scheme — but commissions on recruitment could only penetrate one level deep (*). The FTC missed the boat on this one. However, by 2000 the FTC under Pitofsky issued several consumer advisories regarding MLMs in which its opinion on pyramids shifted from "pyramids are dangerous because they collapse when no recruits can be found" (*) to "pyramids are dangerous because the vast majority of participants lose money to pay for the rewards of a lucky few" (*). Pitofsky was eventually sharp enough to recognize that pyramids needn't collapse if they can maintain saturation equilibrium, though the harm to consumers remained the same.
1999's 2Xtreme case: FTC questions "closed system" buying clubs
Of note in this case is the fact that 2Xtreme Performance International sold training materials, a practice vaguely approved of in Futurenet, but the FTC took notice and disapproved this time because the training materials were required as mandatory purchases in order to earn 2Xtreme commissions. The training materials (and commissions paid on them) served only those within the MLM (a closed system), had no value to those outside and were even of questionable value to those inside — the Dallas BBB had received many complaints a year before from consumers who complained they lost money because of income misrepresentations and dodgy buyback policies. Also of note is this comment by Jodie Bernstein, Director of the FTC's Bureau of Consumer Protection: "[The 2Xtreme] scheme produced the same results all pyramids do: most consumers lost their money" (*). You will see Bernstein's name again later when she somehow flips her loyalty.

2000's Equinox International (Trek Alliance) case: FTC finds Amway defense inadequate again
In a case culminating in 2000, the FTC charged Equinox International with being an illegal pyramid scheme. The founder invoked the Amway defense and the FTC again found it again inadequate without enforcement. Without admitting any wrongdoing, he settled, liquidating assets of about $40 million to satisfy the terms, as well as being barred for life from ever again engaging in MLM operations (*). 

2001's BigSmart case: FTC finds "independent contractor" defense inadequate again
According to the FTC, BigSmart.com claimed that customers would make "substantial money" by participating in the company's e-tail program. The FTC alleged that BigSmart.com's claims were false and were intended to recruit more participants to buy the welcome pages (*).

In May 2001 BigSmart settled, paying $5 million in consumer redress. Of note here is the fact that BigSmart, like so many MLMs before it, attempted to blame its independent contractor work force for the violations (*), which you might recall backfired in 1997's Jewelway case. Two of the promoters were previously high-level distributors with Equinox International (mentioned above) (*).

2001's Skybiz case: FTC finds 96% of participants lost money
In May 2001 the FTC charged that Skybiz was a classic pyramid scheme in which promoters misrepresented the income opportunity and products. Evidence showed at least 96% of participants lost money in the scheme. The 2002 settlement provided for $20 million in redress to consumers and barred the promoters from participating in or encouraging others to start another MLM for a specified number of years (*). I believe this was Democratic FTC Chairman Pitofsky's last significant case against pyramid schemes; President George W. Bush wasted no time once in office in 2001, replacing him with Timothy Muris [R] in June.

2001-2009: FTC goes relatively silent ... and then thunderously STUPID
Below is a chart indicating the FTC v MLM lawsuits and during whose administration they occurred. FTC Chairmen designated by the Presidents from 1970 to 2009 are (*):

1969-1974 [R] Presidency of Richard Nixon 

1970-1973 [R] Kirkpatrick — Koscot suit begins 

1974-1977 [D] Presidency of Gerald Ford 

1973-1975 [R] Engman — 1975 Koscot concludes, and Amway suit begins 

1976-1976 [D] Dixon (Acting) 

1976-1977 [R] Collier 

1977-1981 [D] Presidency of Jimmy Carter 

1977-1981 [D] Pertschuk———1979 Amway concludes 

1981-1989 [R] Presidency of Ronald Reagan 

1981-1981 [R] Clanton (Acting) 

1981-1985 [R] Miller 

1985-1986 [R] Calvani (Acting) 

1986-1989 [R] Oliver 

1989-1993 [R] Presidency of George H. W. Bush 

1989-April 1995 [R] Steiger — 1994 Nu Skin (but FTC failed to adequately enforce the Order) 

1993-2001 [D] Presidency of Bill Clinton 

April 1995-May 31, 2001 [D] Pitofsky — Charged with being pyramid schemes: 1996 Omnitrition; 1996 Fortuna Alliance; 1997 Jewelway; 1997 World Class Network; 1998 Futurenet; 1999 2Extreme; 2000 Equinox; 2001 Bigsmart; 2001 Skybiz. Also conducted enforcement sweeps of allegedly fraudulent "business opportunities" with Projects Telesweep, Buylines, Missed Fortune, Vend-Up Broke, and Biz-illion$ (*). 

2001-2009 [R] Presidency of George W. Bush 

June 2001-2004 [R] Muris — 2003 NexGen 3000 (Arizona action initiated by FTC's Southeast Region office) 

2004-2008 [R] Majoras — 2007 Burnlounge (California action initiated by FTC's Southeast Region office) 

2008-2009 [R] Kovacic 

2009-present 2009 [D] Presidency of Barack Obama 

March 2009-present 2009 [D] Jon Liebowitz — ? 

Take a good look at Pitofsky's chairmanship and note that he was the person who drafted the original 1979 FTC v. Amway Opinion that largely let Amway off the hook for being a pyramid scheme (*). 
The now-archived lawDawg's lawBlawg points out some glaring problems in Pitosfsky's Amway Opinion:
"All of the evidence about Amway's rules and enforcement came from Amway witnesses: Walter Bass (the first president of the Amway Distributors Association), Steve Van Andel and Rich DeVos (the company's founders), Steve Bryant (Amway's general counsel), Lawrence Lemier (Amway's business rules director), and Bill Halliday (another Amway lawyer). Notice as you read the opinion that there is no discussion of any evidence or argument put on by the FTC prosecutors that Amway's purported enforcement of those rules did not actually result in most of the products being sold to outside customers. There is no discussion of any argument or evidence from FTC prosecutors that the majority of the products were sold to the so-called distributors for their own use and consumption. And most importantly, notice that there is no mention of the 'tools' business. That last oversight is glaring given the lessons the FTC should have learned from the critical role motivational 'tools' played in Glenn Turner's [Koscot] scheme. In short, it is apparent that the prosecutors did not put on the right case against Amway." (*)

The entire legality of MLM hinges on one botched case. Given Pitofsky's later aggressive prosecution of MLMs, I believe he may have regretted the mistakes made, noted the unfortunate consequences, and then creatively used his FTC power to begin trying to set legal precedents that might eventually right them. DSA/MLM noted the FTC's pattern of aggression under Pitofsky, and in 2003, with the more MLM-friendly Muris heading the FTC, began lobbying to pass federal HR 1220, "The Anti-Pyramid Promotional Scheme Act of 2003", which due to some tricky language would have legalized pyramid schemes (*) by redefining "legitimate retail customers" as personal users inside the scheme, thus rendering meaningless the FTC's 1979 "Amway Safeguards" that determined MLM's very legality! Since savvy federal legislators keep killing that beast, DSA/MLM has resorted to lobbying to legitimize pyramid schemes at the state level — and some states have fallen for it, as you'll soon see. 

Why is it so hard to get proper laws passed? Obviously there's the DSA lobby, but they're simply relying on easily-manipulated politicians; the Republican Party was simply chosen by MLM because its structure and belief system was easiest to abuse. MLM's real motive was the Republican policy of deregulation, and nowhere is deregulation's weak spot in brighter view than with Bernard Madoff, who is believed to have successfully run the largest Ponzi scheme ever run by a single individual from at least the 1980s to 2008, with investor losses of about $65 billion, despite the regulatory Securities Exchange Commission having received numerous tips from concerned critics. Most will never recover a dime. The SEC's simple defense: 'We do not have the resources' (*). It's no stretch to presume the FTC suffered in similar fashion.

In 2003, spurred into action by the FDA, Muris did initiate regulatory actions against an MLM called Seasilver for making false and unsubstantiated claims — but he did not allege it ran a pyramid scheme. Muris did appear to have teeth when he put a stipulation in the consent order that if Seasilver failed to pay the $3 million owed to consumers in redress, it would trigger a penalty increase to $120 million (*), and he did enforce it when Seasilver failed to comply, forcing Seasilver into bankruptcy (*). Otherwise, it appears to me that Muris's FTC remained fairly quiet on MLMs for eight years of Republican rule. In fact, once Muris was in office:

"One of the first actions taken was the removal of Dr. Peter J. Vandernat out of the area of MLM fraud investigation and analysis. Vandernat was FTC Senior Economist and the developer of a simple 'test' for determining the legitimacy of a MLM by measuring how much retail sales to non-affiliating consumers would have to occur for an MLM to pay legitimate commissions rather than rewards for illegal pyramid recruiting" (*).

Also in 2003, Muris's FTC did allege Arizona-based NexGen3000 (*), an "Internet shopping mall" MLM, was a pyramid scam, but apparently only at the behest of the FTC's Southeast Region office. MLM supporters accused the FTC of "venue shopping" (*, *) to procure the most favorable outcome in seeking out NexGen in Arizona though the initial alleged violations were presumably reported by southeastern U.S. residents. But as the FTC covers the United States, and Internet violations would affect people all over the U.S., the venue shopping allegation is ludicrous. The easiest jurisdiction was understandably NexGen's own turf. However, what seems odd to me is that the action was brought not by the FTC's Western Region office which encompasses Arizona but by the Southeast Region office. After being temporarily shut down by FTC injunctive order, NexGen folded.

Similarly, in 2007 the FTC under Majoras initiated pyramid scheme charges against MLM Burnlounge in California (*), which sold participants "on-line digital music stores", but it appears the FTC's Southeast Region again initiated an action in another FTC office's region (*). (Southeast Region attorney Chris Couillou also aided in prosecuting afore-mentioned NexGen3000 in Arizona; and the FTC's initial press release regarding Burnlounge acknowledges the "invaluable assistance" of the Attorney General of South Carolina, Henry McMaster). Burnlounge at first appeared to have ceased operations due to this litigation, but as of October 2009 their website's home page promoted "BL3" or "BurnLounge 3.0", encouraging visitors to "get ready" (*).

In 2008, California Attorney General Edmund G "Jerry" Brown alleged YTB (YourTravelBiz.com) operated a "gigantic pyramid scheme that is immensely profitable to a few individuals on top and a complete rip-off for most everyone else" (*)(*) and won $1 million for California consumers in May 2009. Also in May 2009, Illinois Attorney General Lisa Madigan filed a similar suit against YTB in her state (*). These cases beg the question: 'where has the FTC been?' 

You will recall that previous FTC Chairman Pitofsky noted the meteoric rise in "business opportunity" frauds in the 1980s and 1990s and had instigated a 1995 regulatory review of the Franchise and Business Opportunity Rule. Though he had prosecuted "franchise" and MLM promoters of "business opportunities," establishing in 1997's Jewelway and World Class Network cases some guidelines under which such business opportunities should be permitted to operate, the job of actually revising the Franchise Rule fell to successor after successor as the Rule remained in question. 
In April 2006, the FTC under Chairman Majoras [R] followed up and issued the Initial Proposed Business Opportunity Rule (IPBOR), which included many of the base criteria Pitofsky had outlined. The original 1978 Franchise Rule had covered only business opportunities and franchises in which the buyer's initial purchase was $500 or more, as that was believed to cover most get-rich-quick schemes of the time ($500 in 1976 was worth $2000 in 2008), but the new proposed Rule would also cover MLM business opportunities, erasing the $500 minimum payment requirement that had previously classified the opportunity as subject to the Rule. 

In 2008 the DSA lobbied the FTC to ensure exemption of multilevel business opportunities from coverage by the FTC's Initial Proposed Business Opportunity Rule (IPBOR), which would require disclosures to the buyer encompassing things like: 

-Whether or not sellers make earnings claims 

-The name of the person making the earnings claim and the date of the earnings claim 

-The earnings claim 

-The beginning and ending dates when the represented earnings were achieved 

-The number and percentage of all purchasers during the stated time period who achieved at least the stated level of earnings 

-Any characteristics of the purchasers who achieved at least the represented level of earnings, such as their location, that may differ materially from the characteristics of the prospective purchasers being offered the business opportunity 

-A statement that written substantiation for the earnings claim will be made available to the prospective purchaser upon request 

-A list of any criminal or civil legal actions against the seller or its representatives that involve fraud, misrepresentations, or deceptive or unfair trade practices 

-The terms of any cancellation or refund policies 

-The total number of purchasers in the past two years 

-The number of those purchasers seeking a refund or to cancel in that time period 

-Names of people who can provide references 

When the FTC solicited public comments, the vast majority of the 17,000 comments came from the MLM industry (*), urged on by the DSA to send form letters objecting to the Rule. These commenters urged the Commission to narrow the scope of the IPBOR, to implement various safe-harbor provisions, and/or to reduce the required disclosures. For instance, DSWA (Direct Selling Women's Alliance) stated these reasons, which are rather representative of the industry, as their primary objections: 

-The required disclosure and earnings statements and the required list of all distributors who have cancelled their distributorship in the previous last two years may cause the sponsoring process to become cumbersome and difficult. (Ya think?!) 

-These requirements may create unnecessary alarm and concern about the legitimacy of the profession and the business opportunity to prospective distributors. (Unnecessary?!) 

-The proposed seven day waiting period between receiving the disclosures and enrollment would likely cause a potential distributor to lose their enthusiasm for joining the company. (God forbid a prospect actually THINKS about a business decision that could sink them into massive debt over time.) 

-The costs of complying with the requirements would increase expenses to the company which may be passed on through the selling price of goods or services we offer. (You've GOT to be kidding.) 

Only a handful of comments were submitted by non-MLM companies and industry groups; 85 congressmen also objected to the Rule (*), urged on by DSA & MLM interests. See this letter and this letter (PrePaid Legal) from senator Mel Martinez [R-FL]; he received donations from Richard Devos, co-founder of Amway. (Athough he lives in Michigan, Devos owns Florida's Orlando Magic and Amway Arena, and was named by the Orlando Sentinel as #15 of the "25 Most Important People in Central Florida" [*]. Also, Dexter Yager, one of Amways largest distributors, lives in Florida [*]. Despite the MLM lobby's best efforts Florida did not pass SB 2648 in 2005, which would have effectively legalized pyramid schemes. It could still be proposed again in another bill.) 

See also this letter from senator Mike Crapo [R-ID] on behalf of MLMs Stampin' Up and XELR8. Idaho passed DSA-sponsored (*) SB 1237 in 2004, effectively legalizing pyramid schemes. In 2008, SB 1237 sponsor Senator Mel Richardson [R-ID] was among ten lawmakers shuttled around on Idaho-based MLM Melaleuca's owners' jets (*) just hours before he voted for Idaho's SB 1393, which not only reinforced the legality of MLM non-compete agreements but also "allows courts to modify or limit non-compete contracts that are found to be unreasonable". In other words, SB 1393 allows MLMs whose non-competes are proven to be illegal to amend the contract instead of losing in court altogether based on the contract's illegality. (It appears Melaleuca pushed SB 1393 after a high profile distributor left to work for a competitor and took his downline with him [*,*].) SB 1393 co-sponsor Rep John Goedde [R-ID] has received contributions from Melaleuca, (*), as have Crapo (*, *) and Richardson (in the form of a $4000-6200 [*] corporate jet ride). Maybe Melaleuca figured the chartered plane taxis would get around Idaho's HB 415, passed in 2006, which "prevents campaign contributors from trying to get around $1000 legislative race contribution limits by giving from multiple subsidiaries" (*,*,*). Just sayin'.

Other persons of interest who submitted letters supporting DSA members include Joan "Jodie" Bernstein, former Director of Consumer Protection with the FTC (remember her name?), who wrote on behalf of Amway/Alticor/Quixtar (*, *), and none other than Timothy Muris, the former FTC Chairman with Amway ties, who wrote on behalf of Primerica Financial Services (*). 
The Primerica letter Mr Muris contributed to actually had the nerve to include the words: "There Is No Evidence of Widespread Fraud in the Direct Selling Industry." Good grief. I and a few million others would beg to differ. Another contributor to that same support letter for Primerica is J. Howard Beales III (*), whom Muris appointed as the FTC's Director of the Bureau of Consumer Protection (who resigned from his post in 2004 [*, *]). I expect Congressmen to get manipulated by special interests, but FTC members who are appointed to protect consumers should know better!

This wasn't the DSA's first attempt at lobbying for exclusion of direct selling business opportunities from the Franchise and Business Opportunity Rule. In a 1995 "final draft" written to the FTC by attorney Eric J Ellman, the DSA claimed that because MLM business opportunities require "minimal risk" (below $500 in initial investment), they should be unregulated. This does not take into account the money spent self-consuming over the membership's lifetime, and the MLM's products are generally only bought in order to qualify for "rebates", "commissions" (from retailing? ha!) and "bonuses" and to "build a business" by selling to downlines. The goal is to get enough people in your downline that your "rebates" and "bonuses" eventually zero out your purchases and hopefully you may even begin to profit. What the FTC failed to realize then, and probably still does not realize now in spite of its being glaringly obvious, is that if YOU are not paying for your purchases, the people in your DOWNLINE are. If you eventually begin making a profit, you're only stealing more from your downline! The MLM sure as heck isn't giving your purchases to you! In a sneaky twisting of logic the DSA also claimed that their biz ops are better than a franchise because they are required by the DSA Code of Ethics (haha) and "many state laws" to buy back the inventory at 90% of cost when the distributor leaves (the 90% Rule); a franchise won't do that. Again, the losses occur over time in an MLM, not in one whopping purchase, but the damage done to the consumer is eventually the same and worse, because more people will "buy a business" for less than $500 than over it. 

In that same document, the DSA also argues that direct selling business opportunities differ from franchises in that "franchise agreements will occasionally restrict from whom franchisees can purchase supplies, equipment and inventory. Unlike franchisees, many direct sellers are not prohibited from selling the products of competitors." Also, "franchisors exercise a significant amount of control over their franchisees including limitations on locations and products sold. By contrast, direct sellers are independent contractors who determine themselves when and where to sell, to whom to sell, which products to sell, and how much to sell." 

Perhaps Mr Ellman should have consulted first with one of the oldest and largest MLMs, Amway (again), whose non-compete agreement of the time read:

"The Corporation and all registered IBOs [Individual Business Owners] share a competitive business interest in maintaining the integrity of the Line of Sponsorship, which was developed exclusively for the purpose of distributing products and services offered or marketed by the Corporation and compensating IBOs for marketing and merchandising such products and services. In order to protect these interests as well as those detailed in Rule 4.27.1., current and former IBOs must not use the Line of Sponsorship to sell, distribute, or promote competing products, services, or other business ventures, or otherwise interfere in the Quixtar business of other IBOs." and...

"'Compete' means to own, manage, operate, consult for, be employed by, or participate as an independent distributor in (a) any other direct sales program using a multilevel or 'network' marketing structure, or (b) any other enterprise that markets, through independent distributors, products or services functionally interchangeable with those offered or marketed by the Corporation."

In other words, if you were in Amway, you couldn't sell to someone else's downline, and you couldn't sell vitamins for Herbalife or suchlike concurrently because Amway also sold vitamins (among many other products). If selling products were the ultimate goal, you'd be able to set up a vitamin shop and sell to whomever you please whichever vitamins on the market you determined were BEST for your customers; MLM vitamins that don't actually compete in the open market to keep their prices down would be a hard sell. (Recall Avon's and Tupperware's rather disastrous experiments with trying to sell retail.) So tell me again how that is freedom to sell to whom you please, however and wherever you please? This sort of non-compete and non-solicitation agreement is pretty standard in the MLM industry for obvious reasons, and I've been unable to find much that has changed since that 1995 document (*), except... THE DSA SOMEHOW FINALLY GOT THE FTC TO ACTUALLY "BELIEVE" THEIR RUBBISH. 

You read that right. On March 18, 2008, the DSA and MLM lobby scored a major victory when the FTC, now under Chairman Kovacic [R], announced that it was seeking to modify the Proposed Business Opportunity Rule to conveniently exempt MLMs (*, *), as they determined "the potential harm to that industry could outweigh any benefit in preventing fraud". WHAT?! (The Consumer Awareness Institute's Dr Jon Taylor wrote in a letter to the FTC that some "believe that Chairman Kovacic, who was appointed to his post by President Bush, allowed the FTC to abandon its duty to consumers as the ultimate 'thank you' to the DSA and its members for their financial support of Republican lawmakers".) What a convenient omission! This is completely at odds with a 2007 letter from the FTC under Majoras [R] to Senator Martinez [R-FL] which stated: 

"The requirement to provide this disclosure document would cover all types of business opportunity sellers, including those employing the multilevel marketing - or 'direct sales' - model. In the Commission's enforcement experience, fraudulent businesses have often passed themselves off as legitimate companies that use this business model." (*)

One must wonder why the DSA and the MLM industry it represents continue to oppose requirements that are designed to help the consumer avoid getting defrauded by them! 
After all, the entire reason the Franchise and Business Opportunity Rule exists is to define the proper scope of the term ‘‘business opportunity,’’ the types of business opportunities that are known to engage in deceptive or fraudulent conduct, and the types of disclosures that are material to business opportunity purchasers. The DSA's flimsy defense is that fraud in the MLM industry is already well covered by Section 5 of the FTC Act, but if that were the case then the new Proposed Business Opportunity Rule isn't necessary for anyone because they ALL are! MLM cannot even decide what it IS, an unregistered buyer's club, or an unregistered security investment, or an unregistered franchise! Heck, MLM doesn't even admit that the business opportunity it promotes IS a business opportunity. While the FTC was considering whether to include MLMs under the Franchise and Business Opportunity Rule, Amway Corporation's attorney John Brown conveniently preferred to call it an "income opportunity" (*) instead of a biz op. This is particularly silly since Amway's own website calls it a "business opportunity" (*)!
What has history taught us thus far then?
If you walk away from this article with one thing, let it be this: any "business" in which the total of commissions exceeds the FINITE marketable retail markup of the product has only one purpose: funneling money up a chain. Most recruits will join because of the "business opportunity" and because they are led to believe the products are not only in high demand but are unique ("always!"), exclusive ("absolutely!"), elite, upscale, innovative, super-concentrated, miraculous, healthier, more environmentally friendly, etc. When the business opportunity fails, they either accept the theft because they've had it drilled into their heads that only losers quit and settle on believing that they're buying these products at some tremendous discount because they're in a "buying club", or quit and feel so guilty they fail to understand they've been robbed. Now imagine an entire legion of MLMers paying for millions of these overpriced, uncompetitive products just so they can participate in a compensation plan they believe is leveraged to help them earn a reasonable part-time supplemental income if not a vast fortune, and you've got MLM's gravity-defying money funnel, which is more aptly compared to a vacuum cleaner sucking the income stream from the bottom up. 

MLM author and consultant Daren C. Falter, who is obviously pro-MLM, explains his version of "wholesale buying clubs" vs. "MLM buying clubs" below:

"Wholesale Buying Club: A group of consumers who band together to form a large purchasing organization to take advantage of volume discount prices. [...] Typically, wholesale buying club members will pay a monthly or annual fee for the exclusive right to purchase at factory-direct, wholesale prices (*)."

"[MLM] Buying Club: A group of consumers who band together to form a purchasing organization. The organization offers the same items you might find in the retail and wholesale store at similar prices, or possibly a bit higher. The organization retains the profits that would otherwise have been savings to the consumer. These profits fund the organization. [...] If a company can’t afford to research and develop their own products, they can’t afford to start a network marketing business" (*).

Note the mention of the company developing their own products and recall the second chart from earlier in which the MLM manufactured its own products for a fraction of what they retailed for. He also adds:

"People are in it for the cause, not the discount" and "It’s not name-brand products but exclusive products that drive all network marketing opportunities" (*). 

He's technically quite right, though he tries to use these facts to defend MLM while I use the exact same facts to gut it. I challenge you to find any MLM whose commission structure rewards all salespeople equally based on their actual product sales. If the company were truly interested in marketing the product efficiently and avoiding the taint of "scam" it would never bother with MLM. A FINITE remains a FINITE, no matter which way you slice it. I repeat:

"[...] a scheme which represents indiscriminately to all comers that they can recoup their investments by virtue of the product sales of their recruits must end up disappointing those at the bottom who can find no recruits capable of making retail sales." (FTC v. Koscot Interplanetary 86 F.T.C. 1106, 1975) (*)

"[...] distributors are not long likely to recruit other distributors because 'recruitment of additional participants must of necessity ultimately collapse when the number of personal theretofore recruited has so saturated the area with distributors or dealers as to render it virtually impossible to recruit others.'"(FTC v. Amway, 1979) (*)

I've picked a random U.S. DSA-member MLM, 4Life Research (a.k.a. Shaperite Concepts and 4HealthDirect), from the list at the left in order to try to illustrate potential warning signs that an MLM is financially raping distributors. Given 4Life is a DSA member, I suspect these contract terms are pretty widely accepted practice in the MLM industry. If you're in an MLM, it is to your advantage to compare yours! Here is my INTERPRETATION of 4Life's Research's convenient online distributor policies and procedures manual:

LESSON #1: "This is NOT a business opportunity." In 3.25 4Life reminds you that it isn't selling a franchise or business opportunity (a handy way to try to escape the FTC's supervision under the Franchise and Business Opportunity Rule). Clearly you joined so you could sell 4Life for the rest of your life and not because 4Life's MULTI-LEVEL compensation plan purports to enable you to grow your "business" and eventually rely on "passive income" (hey SEC, isn't that a security?!). 4.3 & 4.4 intimate there is no such thing as passive income; if your distributorship becomes very profitable 4Life is probably going to promote you as a "success story" who is expected to show up at meetings, conventions, and rallies and motivate the masses. Beats working for a living, doesn't it? Oh, and eat all your "business" expenses, you independent contractor! 
LESSON #2: "Here's how to run your 'business' — but you didn't hear that from us." 3.13 says don't claim 4Life's products are "useful in the cure, treatment, diagnosis, mitigation or prevention of any diseases" (wink wink!). 3.14 says don't make or imply any income claims (wink wink!) because 4Life apparently doesn't want to follow the rest of that law and reveal the dismal true percentage of distributors who actually make that income. 4.2 says you are responsible for training your downline (hey IRS, doesn't that make them your employees?) and ensuring they comply with the law (wink wink!). 5.1 says 70% of your sales must be to "personal retail customers" (their version of the 10 Customer Rule, wink wink!). 3.18 says "Downline Activity Reports" are available for use in "training and motivating" your downline. This likely means you're showing distributors how duplicating themselves many times over can pay off (in theory!). These reports will of course contain evidence of whether you're enforcing the unwritten 10-Customer Rule and 70% Rule, but they are confidential and proprietary and all copies must be returned to the company upon demand. In other words, if the FTC comes knocking, 4Life wants all copies back, and no, Mr FTC, you can't see them! 1.7 says if a regulatory authority catches 4Life not catching you breaking the law (even though you are only doing what your upline trained you to do), they reserve the right to conveniently and suddenly insist! About contracts, by the way: normally if any part of a contract is illegal, the entire contract is unenforceable; you can't simply amend the contract to make it legal and inform the other party after the fact. In 1.5, 4Life claims that if any part of its contract is proven illegal, you agree that the illegal portion can be ignored but all the rest shall remain in full effect. 1.3 says 4Life reserves the right to amend your Distributor Agreement — in retro, well after your initial signature. I can't imagine this sort of incestuous verbiage holding up in any court! Back to covering our tracks, 3.3 says you're encouraged to "share ideas" during company-sponsored conference calls — but those ideas immediately become 4Life's property that may not be redistributed without 4Life's consent; effectively, it's a gag order against repeating anything said on those calls. Not only that, but 3.12 says that if you DO repeat any "misinformation" you heard there and it turns out to be illegal, you agree that YOU are legally responsible for any resultant harm, not them! 

LESSON #3: "How can I fleece thee? Let me count the ways." 

-2.2 says distributor purchase of an "at-cost" sales kit is mandatory (but you can't earn profit or commissions on its sale because that would amount to your profiting from recruiting — nevermind that the company's profit is already built into the "wholesale" price). 

-3.2 says that sales aids and business support materials must be purchased from 4Life (tools, anyone?). 

-2.5 says you must renew your contract every year as a "material and subscription fee" (because if they charge for membership, 4Life could be compelled to register as a 'buying club' with all its myriad regulations and costs). If you forget your anniversary, fear not — your subscription is automatically renewed each year. 

-Likewise fear not forgetting to order product — 4Life has you covered with an elective autoship program. Why would this be important? Because although in 9.2 4Life (technically correctly) claims there are no minimum sales requirements, 10.2 holds that if you fail to personally buy a specified minimum amount for six consecutive months (thus qualifying for commissions on ALL volume), 4Life will terminate you. Note that in 10.3 4Life informs you that upon your termination it reserves the right to "permanently retain" any funds owed to you. 

-10.2 says if you fail to cash or deposit a commission check within 6 months, 4Life will credit it to your 4Life account and charge you $15 for the transaction and $10/month for each subsequent month you fail to qualify for enough commissions to cancel out the balance. You may be asking, 'why would anybody ever not cash their commission check for 6 months?' Because cashing the check is regarded as unconditionally accepting their terms AND constitutes settlement of the disputed amount of the check. I'm just guessing here, but I've a hunch that 4Life issues a lot of inaccurate checks and takes at least six months to resolve complaints. It's obviously your fault that the MLM created a complicated compensation system in which it's difficult to determine who is 'really' owed what. 

-3.35 says if you and your spouse own a distributorship, divorce, and can't agree how to split the distributorship's profits within 6 months, 4Life can simply terminate both of you. 

-3.17 says that although you may sell for other MLMs, if you try to recruit your 4Life downline, 4Life will terminate you, after which you must wait 6 months to recruit them. 

-5.2 says 4Life will immediately terminate you if you advertise for or sell below "wholesale price" to anybody. I believe what 4Life is really doing here is preventing you from buying ex-distributors' non-returnable inventory and sales aids at firesale prices on eBay and then underselling 4Life for an actual real profit. (Hey, those autoship orders have a way of piling up in basements!) What constitutes returnable inventory? Per 4Life's definition: unopened, unused, unexpired, non-seasonable, non-discontinued merchandise in its original packaging, with its original labeling, in good condition, for personal use, returned within one year of purchase, less shipping charges. If you return it within 30 days, you get a 100% refund; after 30 you get only 90%. Oh, and one more thing: if the refund amounts exceed $300 within one year, per 7.1 4Life will terminate you. Compounding this problem is the fact that per 4Life's FAQ you get incentives for buying amounts over — you guessed it —$300. If you're terminated, you have one year to return anything returnable. Good luck returning merchandise if 4Life goes under. 
LESSON #4: "So sue us!" 8.4 holds that if you have a dispute with 4Life, you must settle it not through the court nearest you, but by traveling to either Salt Lake City, Utah, or the capital of your own state, to an arbitration hearing in which 4Life will hand-pick an arbitrator who is "knowledgeable in the direct selling industry" and whose decision shall be "binding" (thus limiting your ability to appeal it in an actual court!). Who do you think is going to win? Also, arbitration is not necessarily cheaper than a full court trial. The costs to institute an arbitration case can be up to 5,000% higher than the costs to institute court litigation (*), a natural deterrent for potential claimants! 
Once again, I remind you that I've no particular bone to pick with 4Life and the above is only MY (occasionally sarcastic) PERSONAL INTERPRETATION of their policies and procedures manual. This should not be interpreted as proof that they are running a pyramid scheme.

The very concept of MLM is outdated, redundant, and exploitive. If the MLM and/or its participants are running a "tools business" explicitly or on the side as well, it's even worse. Only a few years back when Amway began marketing itself online in North America as Quixtar, the Quixtar website hawked to distributors "your own Web-based business". Quixtar's website home page originally had no mention of Amway, and you couldn't view the products without logging in with a distributor ID number (or whatever they called it). I only knew Quixtar was Amway because a relative who was in Amway told me. I began to see a proliferation of cookie-cutter Quixtar distributor websites, which distributors were apparently buying. They all led back to Quixtar's original site where the products were actually sold. If this silliness didn't expose the redundancy of the MLM model, I don't know what can! Some time later those distributor websites disappeared, and for a while Quixtar simply awarded unreferred orders to the random rep nearest the buyer. But why pay somebody commissions when they did no work to procure the sale and you can just keep it? Amway scrapped the Quixtar idea relatively quickly, and today you can buy products directly from Amway's home website without logging in or needing any distributor whatsoever. Even Amway has essentially admitted that its distributors are redundant. It's little surprise that Amway rather recently began its ironic "Now You Know" advertising campaign on television like any traditional retailer — but though they could have simply advertised the products, they pretty much had to advertise the "business opportunity" or risk alienating their distributor force. 
In 2005, Dr Jon Taylor [see page 85] of the Consumer Awareness Institute did an evaluation of the compensation systems of some 150 MLMs and concluded that only three — Avon, Pampered Chef, and Stampin' Up — rewarded retailing over recruiting. When I checked that list again in 2009, the total MLMs evaluated had grown to over 250, and only Pampered Chef passed Taylor's compensation structure test, and even then that one was rated as only marginally better than the rest. PamperedChef.com today states that you can have "your own professionally designed website" from which to run "your" business — but as with Amway/Quixtar (and BigSmart, and NexGen3000, etc.), why? 

Dr Taylor also conducted a statistical analysis of income disclosures made by 10 representative major MLM companies plus the largest of all MLMs, Amway/Quixtar; results revealed that, on average, more than 99% of all MLM participants never realize ANY net income (*) from rebates, commissions or bonuses [...] and in fact LOSE money (*). The "intolerable potential to deceive" pointed out in the 1979 Amway case has only proven all too real. 

And yet MLMs keep on recruiting. MLMs often have a meteoric rise and end up in Inc. Magazine's 500 fastest-growing companies (The Inc. 500) or Fortune Magazine's list (The Fortune 500), but this hyper-growth does not lend a shred of legitimacy; it is only to be expected given how MLM accomplishes this "honor". Meteoric growth often only happens when consumers join a feeding frenzy based on deceptive product and income claims, and the promoters are only trying to rake in as much as possible before getting caught, hence recruiting is emphasized over retailing in order to saturate the market as quickly as is feasible, and then try to maintain saturation equilibrium for as long as they can by replacing all who drop out.

The Direct Selling Association has been swamped by MLMs and promotes their interests, NOT the consumer's. DSA members pay dearly for membership, and the DSA has rewarded them by lobbying to pass legislation that flat-out LEGALIZES PYRAMID SCHEMES (*). The first attempt, federal HR 1220, failed. Since savvy federal regulators keep blocking incarnations of that one, they've resorted to searching out dupes at the state level. Thus far duped states include Texas, Montana, Louisiana, Oklahoma, New Mexico. Kentucky (*), Idaho [SB 1237], South Dakota (HB 1183), Georgia (SB 141), North Dakota, Maryland, Utah and Illinois (*). According to PyramidSchemeAlert.com, Florida's SB 2648 (died in committee in 2005) is "virtually identical to a bill recently defeated in Utah" [the defeated HB 269, which was later passed in the incarnation of DSA-initiated SB 182 in 2005, aided by Utah Attorney General Mark Shurtleff, who failed to disclose that for years his top contributors were MLMs like Nu Skin and Prepaid Legal (*)]. Dr Taylor blatantly says of MLM-swamped Utah's DSA-driven SB 182: "The DSA duped Utah's top law enforcement officials, legislators, and Governor Huntsman into legalizing product-based pyramid schemes." By now other states may have passed such laws as well while critics weren't looking — or were conveniently ignored. You might note that while DSA's old page on HR 1220 included language from the 1974 ruling that found in MLM an "intolerable capacity to deceive", the current page conveniently omits this. 
Many parts of DSA.org, particularly those regarding government affairs and legislative activism, are off-limits to non-members. I'm particularly curious about what is covered in DSA's Top-Selling Product called "Coffee Break: No One is Safe from the Legislature"! (Products I WAS able to view average over $1500 for non-Members; you can imagine how many non-Members ever buy these.) If MLM were so clearly legal, they would have no need of lobbying for special exemptions and hiding behind flimsy legal double-speak. Keep in mind that DSA membership is no guarantee whatsoever of the MLM's legitimacy; at least 10 out of about 200 U.S. DSA members have been prosecuted by regulatory agencies and state Attorneys General for operating illegal pyramid schemes or similar crimes. For those who enjoy gambling, that means even with U.S. DSA membership, at best an MLM stands about a 1 in 20 chance of harming consumers.

As for how the DSA penalizes members who violate their "Code of Ethics", the most severe penalty they can inflict is to terminate the member's DSA membership. You can guess how often DSA terminates memberships. I did find one MLM, Monavie, who may have been terminated from DSA (U.S.), but that appears to have been the result of one Amway member who was terminated by Amway and then took his downline with him to Monavie (*). 
Monavie was presumably punished for "encouraging distributors to violate their Amway non-compete agreements". Especially ironic is the fact that Amway was started by two Nutrilite salesmen who quit and took their downlines with them! Monavie is NOT currently listed on the US DSA's membership, but Monavie's website, curiously enough, still includes a link not to the Canadian DSA of which they are a member, but to the U.S. DSA of which they are NOT a member!

Speaking of the DSA's "Code of Ethics", at one time the DSA hijacked (archived; click on a date to see the proof) the mistyped web traffic of a critical site, www.pyramidschemealert.ORG, by registering www.pyramidschemealert.COM (& .info, .net, .biz, etc.). A screencap from July 2003 shows that pyramischemealert.com was first redirected to DSA's page on "HR 1220"; as of May 18, 2004 it redirected to DSA's page on "pyramid schemes". The Quixtar Sucks Blog posted a nice screencap of the DSA registrant, Amy Robinson (compare to 2009 record), then-VP of Communications and Media Relations at DSA. This disgraceful behavior belies the spirit of DSA's own "Code of Ethics", which states: "Member companies shall ensure that no statements [...] are made which are likely to mislead consumers"; and "Sellers shall truthfully identify themselves".

President Barack Obama's new FTC Chairman as of March 2009 is Jon Liebowitz [D]. I sincerely hope he will continue what Pitofsky started. MLM has essentially managed to get itself out from under scrutiny by defining itself as "not a business opportunity"; so force MLM to define itself! Buying club, security, or what? SOMEbody is responsible for regulating them. And it's time to stop worrying about prosecuting on the potential for fraud; fraud is inherent in the very business model. It's as simple as looking at the structure and who it's really rewarding. Even if a distributor wants to do nothing but retail an MLM's products, he must join in somebody's downline to buy at wholesale price and pass his business volume up the pipeline through them, with everybody (or at least many superfluous levels) above him taking a cut. That's typical, because in MLM the "business" is optimized for both retailing (wink wink) and recruiting. The FTC can continue fining offenders into bankruptcy after the vast majority of the damage is done, but far better would be regulations targeted at ensuring consumers receive all material facts up front so they can make truly informed choices before the brainwashing begins. This will also require a strengthening of regulators so that they can actually do the jobs we expect of them. Best of all options, of course, would be to altogether outlaw this predatory "business" model and all its incarnations which have infested other industries - and other countries. There's a reason MLM sets off legality alarms wherever it's introduced (bans in UK, China, India, etc.). The world can learn from the U.S.'s negative experience if the U.S. would just take a stand! Unfortunately, with DSA lobbying spreading wherever MLM does, that isn't likely to happen anytime soon. So...

What can you do to avoid becoming a victim of MLM fraud?
The simplest answer is to never, never get involved with an MLM or any company that has adopted any elements of the MLM model. The MLM model is INHERENTLY fraudulent because the MLM has no controls to monitor market saturation AND the chance for success is intrinsically linked to it; it amounts to withholding information material to making an informed decision about whether or not to participate in the business opportunity. Don't fool yourself into believing that you will make a good living by taking a share of the business of those you "help" below you, because statistically all you will be doing is making you and them poorer while enriching only a numbered few at the very top of the pyramid. Even if you become one of the infinitesimally few who DO net any profit, is it worth defrauding your friends and family to do so?

If you still aren't convinced by this article and want to give MLM a go, it's your funeral, but please, go in with your eyes open! (And if you're already participating, your eyes may still need opening.)

If you simply want to try the MLM's products, you needn't join — remember that if you are not willing to buy the products at retail price from a salesperson, neither will YOUR customers. If you decide to join in order to buy the MLM's products at "wholesale", remember that MLM is NOT a buyer's club (nor legally can it be without triggering onerous buying club laws) and is structured such that participants MUST recruit in order to offset the wholesale prices, which are generally too high to be competitive on the open market anyway (why do you think they're "selling" it through MLM?). So be sure you're buying the MLM's products because they're truly better than their direct competition and not just to participate in the scheme (*). 

If the MLM's products carry a label indicating that the product has not been proven to help, prevent, treat, or cure any ailments, then question why the devil you're buying it at all, much less considering selling it! Be aware that any health claims YOU make about the products must be per the manufacturer lest YOU be legally liable for not backing them up. If you tell someone that your gingko-biloba based product is perfectly safe, you've just lied and possibly endangered someone's life, as those with circulatory problems should avoid gingko-biloba because it inhibits clotting. That is one of many examples (*)! And the maker of the product is NOT required to disclose these side effects on the packaging, as dietary supplements are not as tightly regulated by the FDA. You can probably thank MLM lobbyists for getting this dangerous and irresponsible loophole passed as the "Dietary Supplement Health and Education Act of 1994" (*, *). The DSHEA states that FDA's only responsibility regarding dietary supplements is to order them taken off the market after the harm has already occurred. MLMs love vitamins and dietary supplements because of their consumable nature and the ignorance of the general public regarding their use (remember how Nutrilite started?), but note that the average healthy person who eats a balanced diet has no need whatsoever for dietary supplements (*). (See here for the few exceptions who should be supplementing their diet. Also see here for Dr Ed Zimney's explanation of one rather ubiquitous method dietary supplement sellers use to scare the public into buying them — all based on twisting information into misinformation and truth into lies.)
Do not rely on "customer testimonials" as proof of the MLM's product's safety or efficacy, nor any claims made for the products that are not DIRECTLY PROVIDED by the product's manufacturer. Even if the MLM's products carry the FDA's warning that it has not been tested nor proved effective in the treatment, prevention, or cure of any ailment, it will often rely on shills or unwitting consumers to do their lying for them. For instance, a woman whose cancer went into remission after she began taking a product may provide ecstatic testimony that the product cured her cancer, when the truth is that no proven cause-effect relationship actually exists. If a stampede of cancer patients suddenly begin consuming the product based on her testimonial, they will likely be losing time that could be better devoted to proven treatments that really CAN help them. To me, that's unconscionable. If the MLM claims its products' benefits are backed by scientific research, make sure that research supports the MLM's claims. Many scammers will try to find the vaguest published scientific research they can, even if it doesn't even pertain directly to their product, and twist it to support a conclusion it doesn't really support. If the research doesn't support their claims, they're lying, and why should you want to work with liars? Remember that if you innocently repeat a lie, it is still a lie and YOU are legally liable.

Do not join any MLM that pitches its business opportunity as an investment (which is designed to eventually rely solely on the efforts of others); if it isn't registered with the SEC, it isn't a security, and it is illegal to promote otherwise. Similarly, never join any MLM that allows you to "buy in" to a higher level distributorship position instead of building your organization from the ground up. Such MLMs are generally only pyramid schemes trying to make all the money they can before they get caught. Report such MLMs to the SEC, as they are selling what amounts to an unregistered security. If the MLM claims everyone has an equal chance to succeed because the market isn't yet saturated, they're not only lying, they're breaking the law. Don't get suckered into "investing" in your business "so it can grow", because your chances of succeeding will NOT depend on the car you drive or the suits you wear ("fake it till you make it"); it will depend upon how saturated the market in your area already is for that particular MLM, and the MLM has no interest in giving you that information (nor is it required to, nor can it legally do so without triggering sales territory laws that make you its employee!). Avoid any MLM that presents its business opportunity as a "franchise"; it is NOT one — when you buy a franchise, you are buying a known, finite territory and brand name with an established customer base.

Don't be fooled by the MLM's attempts to sell you on "residual income". They usually avoid comparing MLM's residuals to securities because that would be a red flag to the SEC, or an insurance policy that pays the agent limited commissions over a portion of the life of the policy as that would alert the Departments of Insurance, but comparisons to royalties on creative properties like those of writers, musicians, and artists are common. With those professions, the property is copyrighted and royalties are paid each time copies are sold (as with a book) or used (as with performance of a song), providing the author and his estate a residual, passive income stream for a specified period of time, generally the author's life plus seventy years, after which the work enters the public domain. In MLM, there is no direct equivalent. You do not own a single copyrighted property that pays residuals when it is sold or used; all you realistically own is a position in a chain. In MLM, residual income is generated not by any single copyrighted property you own but by the works (individual sales) of others, your downline's. Before you fancy yourself CEO of your own company who is entitled to retire comfortably off the work of others, ask yourself if you can look the very last person entering the scheme in a saturated market in the eye and truthfully tell him that he can achieve exactly the same level of success in this MLM as the promoters of the scheme. If you can say that, trade places with him and prove it. I guarantee the MLM promoters won't trade places with you either.

NEVER join any MLM that pays commissions on recruitment in any form; know that no compensation can be paid to your sponsor on the "at cost" introductory sales kit, IF you bought it. If the MLM requires you to buy the sales kit in order to join, just give them a pass. Most reputable direct sales organizations provide the brochures, demo equipment and sample products free to their sales force, or with a deposit required for expensive items, but there is no requirement for salespeople to buy them up front. 

Don't get conned into buying the biggest sales kit the MLM offers! Note that even if the MLM has a buyback guarantee (which is NOT a requirement), actually honors it (good luck!), and doesn't fail or get fined into bankruptcy by regulatory authorities first, the simple act of opening the sales kit's packaging usually voids your ability to return ANY of its contents. Even if you can return it, you may only receive back 90% of what you paid for it. Along those lines, while the MLM may tout its constantly improving product line, know that replaced ("discontinued") products are usually not eligible for buyback. Also be sure that the MLM employs AND enforces the 70% Rule or better, "requiring" distributors to sell at least 70% of their inventory before buying more. Lip service means nothing.

Never join any MLM that requires minimum monthly purchases or yearly fees in order to qualify for commissions, discounts/rebates, or advancement. Dr Jon Taylor [see page 85] points out that "the practice of requiring high signup fees or of committing to initial or ongoing minimum purchases to qualify for commissions is what accounts for losses for 99% of participants in typical MLM programs, since few earn enough in commissions to recover their investments. With no 'pay to play' requirements, any participant could actually profit from selling products" (*). 

Never join any MLM whose primary marketing strategy consists of recruiting a revolving self-consuming "sales" force. If little to no retailing to actual retail customers outside the scheme is going on, it's likely just an illegal pyramid scheme that is funneling money from the bottom to the top while maintaining the illusion of legitimacy through selling products. A good way to gauge this is simply to note if the person who introduces you to the MLM approached you first about selling you the product(s) and not because he was desperate to grow his downline by showing you his "fantastic business opportunity." There is nothing, and I mean NOTHING, that that person can say that should sway you to join; also keep in mind that he may very likely be innocently repeating misinformation he learned from his upline. You are perfectly capable of asking your friend for the business opportunity promotional materials supplied by the MLM itself and making your decision based upon number-crunching, and not emotions whipped up by "dream-building". 
If the MLM employs the 10 Customer Rule or better AND enforces it, you may have at least some confidence that money from non-participants (and not everybody's downlines) may be the majority funding distributor compensation, meaning the products have actually got some real value in the retail market. Of course the 10 Customer Rule is useless for that purpose if distributors typically have 10 retail customers and 50 downline members buying "from" them, but you can guess how often that happens. You can also guess how often the 10 Customer Rule is enforced.

Avoid any MLM whose distributor agreement contains a non-compete clause that prevents you from selling the wares of other companies concurrently or prevents you from retaining your customers (i.e. downline) after you leave. Restraining your ability to continue making a living in your chosen profession, even if just for a few months, constitutes an unfair restraint on trade. This could become an incredible headache later, particularly if it's coupled with a rule demanding that any legal action you take must be through arbitration or mediation (see more on those in the next section). If mediation or arbitration can't help bring the parties to a mutually acceptable solution, in most cases the case can proceed to civil court, but be aware that the average judge doesn't understand MLM and will try to kick you back to arbitration to get rid of the headache.

If you join the MLM, know that you will be a vague class of independent contractor for IRS purposes, but other regulatory agencies may treat you as the MLM's employee based on how much control they exert over you. Assume nothing! Be prepared to eat at least a third of any income you make as expenses — or just eat those expenses anyway since the chances of your ever making any net profit are so slim to begin with. Pay no attention to "tax benefits" of owning "your own business" unless the MLM also informs you what percentage of sales reps made a NET profit that qualified them for the deduction(s). You cannot generally claim deductions for meals, the family car, travel, hotel expenses, entertainment, a home office, etc. under the presumption that everyone is a potential customer. You may not be able to claim deductions in any case if your business doesn't make a NET profit for 3 out of 5 years (*, *) and the IRS labels your "business" a not-for-profit or HOBBY. Note that prizes, bonuses, trips, awards, and gifts are all taxable. Also note that in many states you cannot legally sell taxable items to end consumers outside the scheme until you have obtained a seller’s permit (or resale certificate) (*, *). 

Last of all, once you've joined be extremely careful not to get sucked into attending any dream-building "motivational seminars" or buying any "motivational materials". Those are designed to do one thing and one thing only: to keep your emotional fervor up so you will ignore the damage being done for as long as possible. Anyone telling you to avoid "negative people and websites" that "bash MLMs" is abusing you by trying to control your access to opposing information for the same reasons.
So that brings me to the next section...

What can be done to recover money lost through MLM fraud? How can you help prevent others suffering your fate?
If you can truthfully tell yourself that you are buying the MLM's products simply because they are the best value for you and not so you can participate in the "income opportunity", then congratulations and move along, but given the extremely high turnover in MLMs you can understand that you are the rare exception. It is much more probable that you bought the MLM's overpriced "exclusive" and "unique" products and sponsored others to do the same only because the MLM misrepresented to you the true chances of your making a reasonable supplementary NET income, much less getting rich through the scheme. Even Neil Offen, President of the Direct Selling Association, admitted that "90 percent [...] earn less than $5,000 a year" (*), though I suspect the true percentage is much, much higher.

Before I tell you what to do to help yourself and others, let me stress what you should NOT do. 

-DO NOT blame yourself. By the time you get over the misplaced shame of having "failed", the statute of limitations for any recovery may have passed! Get active immediately. Even if you lost only a little money, you can bet a couple million others did the same, and those small amounts add up for the MLM. Even if you were one of the tiny few who MADE money, your downline who DID lose money may sue you on their way up the chain of responsibility. If the business opportunity was misrepresented to you, you may have inadvertently misrepresented it to your downline, you've all been defrauded, and it's time to try to recover anything you can, or help those who need it recover what they can.
-DO NOT get on the Internet and try to deter people from joining a specific company by telling your tale of woe. Every word of it can be true, but the truth is only as good as your financial ability to legally defend it. I speak from experience here, folks. You could end up settling for a permanent injunction against ever mentioning the company again, which will forever hamper your ability to solicit others for help giving testimony in your case or pooling funds to sue. Just don't go there! (But if you do end up there, become familiar with SLAPP suits [Strategic Lawsuits Against Public Participation], and check that your state has anti-SLAPP laws to protect you. A SLAPP suit is filed by somebody who just wants to silence you with a permanent injunction, or wear you out financially until you give up.) 

So here is what you SHOULD do — and I'm only giving you the U.S. options since these are the only I'm familiar with.
First, try to sell any returnable inventory back to the MLM. 
Second, sue. It's extremely difficult to recover for fraud from the MLM itself under current laws, so your most likely avenue for recovery will be through suing your upline in civil court for misrepresentation of the business opportunity, products, and whatever else applies. 
If your loss is $5000 or less (or whatever your state's threshold is), you may sue without the expensive services of an attorney in small claims court; just be very prepared with all the relevant documentation you can supply, as well as the testimony of applicable witnesses. If your loss is over that threshold, you and your friends and family who participated can pool resources towards the $15-20,000 it usually takes your lawyer to initiate a civil case, or if you're very fortunate, you may find that someone else has already initiated such a case so you can join that as a class action. Try to initiate your case as a class action lawsuit so others similarly wronged may join, and let the attorney do the job of soliciting others to join.
Be prepared for that upline leader you believed was rich to knuckle under and admit that he really isn't — and he may just be telling the truth. But that isn't your problem. If he's got assets, he'll be forced to disgorge them to satisfy a successful judgment against him. If he's got a job, then his wages may be garnished to satisfy it. Be prepared to continue pursuing the money trail as he tries to hide assets. If he was lied to by his upline, he can sue them and recover so you can recover from him. If everyone down the line continues to follow the responsibility trail upward, they will eventually get to those who profited most from the deception. I'd love it if every distributor in every MLM wised up and launched a class action lawsuit against the promoters up top who defrauded them! Just because a few people made a net profit does not mean they were not also defrauded! After all, they recruited their downlines based on lies. 

If you want to go straight for the MLM's throat, ALSO name them in your lawsuit (and be sure to file for class action status!), but know that not only will you and your attorney need to prove the MLM is running an illegal pyramid scheme by citing laws that already favor the MLM, but you will also likely hit that wall in your independent contractor contract called "mediation" or "arbitration". (See the FTC's definitions of mediation and arbitration here. Mediation simply helps everyone come to some agreement so forget that; only arbitration implies an award [decision].) In order to avoid them (and thus help others), you'll need to prove to the judge(s) that those processes unfairly favor the MLM, or more specifically:
-The MLM has the sole ability to pick the mediator/arbitrator and shows a pattern of cherry-picking arbitrators who are conveniently "knowledgeable in the direct selling industry" (*, *) and who usually decide in their favor. 

-The MLM knows that while it touts arbitration as a low-cost avenue to help the little guy recover, in your case the cost to initiate the arbitration case is equal to or higher than for instituting equivalent court litigation and is thus actually cost-prohibitive for you. (For your information, the costs to institute an arbitration case are often even more expensive than for instituting court litigation [*] — in some cases up to 5,000% higher [*] — a natural deterrent for potential claimants [*].) 

-The MLM knows that arbitration conveniently limits your ability to appeal any decision and escalate the case to a full court trial that can set legal precedent so others can benefit in the future! 

Third, submit your complaint against the company to appropriate regulatory authorities. Be aware that none of these regulatory authorities have any legal clout to punish anyone beyond assessing fines, but those fines can at least lead to putting the MLM out of business so nobody else can be harmed, and a pattern of complaints can lead to a referral to eventual law enforcement actions that CAN punish the guilty. Just don't expect to recover much money, if any, once the attorneys have taken their share. But since you joined the MLM presumably to help others, now you can actually do that.

Federal Trade Commission (FTC) - File a Complaint. While the FTC does not resolve individual consumer complaints, your complaint helps them investigate a pattern of fraud which can trigger an eventual referral to law enforcement action. The chances of your seeing any money recovered through this route are slim to none, as most of it will be eaten up by attorneys before you ever see it. Referring the case to law enforcement action is also rather weak as overburdened police forces do not put a high priority on white collar crime. The best the FTC can realistically hope to accomplish is to fine the MLM into bankruptcy so nobody else can get defrauded by that particular MLM incarnation. 

SEC (Securities & Exchange Commission) - File a Complaint. If your MLM is in the financial services industry, submit a complaint here as well. Attorneys in the Division of Enforcement evaluate information and tips concerning violations of the federal securities laws. Again, realize that you will likely not recover a dime, and that the best the SEC can hope for is to fine the MLM into compliance or bankruptcy. Also, know that the SEC typically does not have the resources to follow up to ensure compliance, so expect that fraudsters who agree to comply will NOT. You and your attorney will need to do your own follow-up to ensure the offenders get a contempt of court charge for noncompliance, or that all ill-gotten gains are properly disgorged. 

FINRA (Financial Industry Regulatory Authority) - File A Regulatory Tip. (FINRA used to be NASD, the National Association of Securities Dealers.) If you are aware of unfair practices or specific instances of abusive conduct or rules violations in the securities industry, FINRA wants to know about it.

BBB (Better Business Bureau)- File a Complaint. A pattern of complaints against a company may earn it an "unsatisfactory" rating in the locality in which it was reported. Keep in mind that the stated purpose of the BBB is to arbitrate resolving complaints against businesses. The BBB can be sued just like any other consumer and has reportedly shown a track record of being reluctant to risk MLM legal action by doing its very job of issuing poor ratings in the face of unresolved consumer complaints (*). You should also be aware that, according to Pyramid Scheme Alert, "sitting on the BBB's roster of 'corporate partners', which financially support BBB, are Amway, the kingpin of all MLMs, and Amway's lobbying organization, the Direct Selling Association." (*) Last of all, keep in mind that like DSA, the BBB collects fees for membership and has little incentive to eject violators (i.e. turn away membership dues).

IRS (Internal Revenue Service) - Report Tax Fraud. If you believe the company is misclassifying its employees as independent contractors, you may file a tip. If you feel you've been misclassified as an independent contractor to your detriment, submit form SS-8. The IRS can audit the firm and impose heavy fines on those caught misclassifying employees as well as save you from paying taxes you aren't liable for to begin with.
YOUR STATE'S DEPT. OF REVENUE - Report Tax Fraud. As above. Links to all are here.

YOUR STATE'S DEPT. OF INSURANCE - Report Insurance Fraud. Links to all of them are here. For insurance-related issues, contact your state's Department of Insurance. Examples of insurance fraud that might be reported would be inducing policy owners to lie on their applications in order to influence rates, or even using private information from those applications to recruit the policy owner as a rep (yes, it's happened). 

YOUR STATE'S DEPARTMENT OF LABOR - Report Labor Violations. List of them is here. Report possible misclassification of employee as independent contractor, ask for a determination.

FDA (Food and Drug Administration) - File a Consumer Complaint. If you suspect an herbal remedy (classified as a "dietary supplement") sold by your MLM has caused you or someone you know to suffer ill effect, the FDA wants to know about it. Also, if your MLM makes any claims that its product diagnoses, treats, prevents, or cures any ailments, the FDA needs to know because such claims can only be made of drugs, which the FDA does regulate. 

DSA (Direct Selling Association). If your company is a member of DSA (for example, Primerica), then it must technically abide DSA's "Code of Ethics". File a "Code Complaint". Many MLMs DO rely on a membership in good standing with the DSA, so if the DSA actually terminates their membership, that will hurt. Given their track record, just don't expect the DSA to actually DO that. 

Fourth, know that none of the above regulatory agencies can do their jobs without proper laws to enforce, so if you REALLY want to help others, write the folks below and point out how they're being duped so they can make the necessary changes. The MLM laws they should fight are currently largely along the lines of: 1) trying to get "personal use" or "self-consumption" recognized as "retail" sales to end consumers, thereby erasing the recruiting-over-retailing hallmark that currently defines a pyramid scheme; 2) raising the minimum investment threshold of $500 in order to ensure the MLM can continue dodging inclusion in the FTC's oversight of business opportunities; and 3) giving any number of flimsy excuses to get MLM exempted from the FTC's Franchise and Business Opportunity Rule. Feel free to forward this page to them. 
YOUR STATE'S ATTORNEY GENERAL. Links to all of them are here. Report suspected fraud to your state's Attorney General, who can investigate and prosecute possible illegal pyramid schemes (those fall under CONSUMER PROTECTION).

U.S. House of Representatives. Find your local legislator. Write to him or her in support of legislation that will protect consumers against MLMs (and those operating in similar manner) misrepresenting their business opportunities. 

The FTC (again). Insist that FTC Chairman Liebowitz include MLM in the FTC's Revised Franchise and Business Opportunity Rule, as that is where the vast majority of business opportunity fraud actually occurs! Also insist that he KEEP or even LOWER the current $500 minimum investment threshold, and that he NOT count "personal use" towards "retail sales"; buying a product "from oneself" will NEVER produce a profit. Ignore any nonsense about comment periods having closed, because, unlike the DSA, the general public that needs to be fighting this rubbish is not some organized lobbying group, and the DSA knows it. His FTC office phone number is (202) 326-3400. Feel free to give him this site's URL. Let's hope the 50-year history of MLM duping the FTC stops here. 

Last of all, sign up for mailing lists of MLM watchdog websites that keep abreast of MLM laws and can inform you when you need to get active and flood your congressmen and regulatory authorities with your insistence that they stop pandering and return to their job of consumer protection! These laws are usually creatively written to mask their real intent, so the websites below may spell out the real consequences in plain English.

Pyramid Scheme Alert (PyramidSchemeAlert.org). PSA President Robert Fitzpatrick publishes "Action Alerts" for consumers to join. Sign up for the newsletter so these alerts can be sent to you via email. As of this writing, PSA was sponsoring a petition you may sign which will be used to lobby for better consumer protection against "Pyramid Selling Schemes, multilevel Marketing Scams, Ponzi Investment Frauds, Bogus 'Business Opportunity' and 'Work from Home' Schemes." And remember that Mr Fitzpatrick is one man and can't possibly keep abreast of everything, so if you learn of a pending law in your state that consumers need to fight, tell him! 

[image: image1.png]


Truth on MLM or Network Marketing (MLM-TheTruth.com). The Consumer Awareness Institute's Dr Jon Taylor runs this extensive site dedicated to consumer education about MLMs. He and PSA's Robert Fitzpatrick offer to help as they can with providing relevant testimony in some MLM cases. The site does not currently have a newsletter, but you may want to refer friends and family in MLM to it so they can learn why the negative hype about MLM exists and how they can protect themselves. For those wanting the answer to the big question of "Can I Make Any Money in MLM?", start by taking Dr Taylor's 5-Step Do-It-Yourself MLM Evaluation. It's a very accurate eye-opener. 

MLM Watchdog (MLMWatchdog.com). Rod Cook's site is pro-MLM, and though I think he is misguided in his support for MLM and accordingly offers some dodgy advice (and there is no love lost between Mr Cook and the two above-mentioned anti-MLM website operators!), I believe he is a nice guy who just wants to protect consumers from MLMs he regards as obvious fraudsters. He updates his website frequently with news pertaining to MLMs, and if you find him disapproving of a particular MLM, then it's a pretty safe bet that you should avoid it! Conversely, if you see him appealing for support for proposed pro-MLM legislation, you should probably get busy fighting it. Sign up for his newsletter. 

MLM Legal (MLMLegal.com). MLM attorney Jeff Babener runs this pro-MLM website. As above, I believe his heart is in the right place. You can often find up-to-date information on laws affecting the MLM industry, and you can get moving on fighting the pro-MLM laws he (misguidedly) recommends. Sign up for his newsletter. 

If you believe this website helped and you feel compelled to send me buckets of cash, I would refer you instead to an unaffiliated Legal Defense Fund for consumer advocates that I would ask you to support — just click on "About/Contact Author". You may also send me eternal gratitude from that link. If you want to dance a happy Irish jig, click here (relax, it's safe). Thanks for visiting. 
[Last updated November 2009. I've sourced as much as possible but this article was written over a period of years, 
so some links may no longer exist. You can try using Archive.org to locate archives of outdated sources.] END
THE MIRAGE OF MULTILEVEL MARKETING 
by Stephen Barrett, M.D. http://www.quackwatch.com/01QuackeryRelatedTopics/mlm.html [See also page 83]
Don't be surprised if a friend or acquaintance tries to sell you vitamins, herbs, homeopathic remedies, weight-loss powders, or other health-related products. Millions of Americans have signed up as distributors for multilevel companies that market such products from person to person. Often they have tried the products, concluded that they work, and become suppliers to support their habit.

Multilevel marketing (also called network marketing) is a form of direct sales in which independent distributors sell products, usually in their customers' home or by telephone. In theory, distributors can make money not only from their own sales but also from those of the people they recruit.

Becoming an MLM distributor is simple and requires no real knowledge of health or nutrition. Many people do so initially in order to buy their own products at a discount. For a small sum of money—usually between $35 and $100—these companies sell a distributor kit that includes product literature, sales aids (such as a videotape or audiotape), price lists, order forms, and a detailed instructional manual. Most MLM companies publish a magazine or newsletter containing company news, philosophical essays, product information, success stories, and photographs of top salespeople. The application form is usually a single page that asks only for identifying information. Millions of Americans have signed up, including many physicians attracted by the idea that selling MLM products can offset losses attributable to managed care.

Distributors can buy products "wholesale," sell them "retail," and recruit other distributors who can do the same. When enough distributors have been enrolled, the recruiter is eligible to collect a percentage of their sales. Companies suggest that this process provides a great money-making opportunity. However, it is unlikely that people who don't join during the first few months of operation or become one of the early distributors in their community can build enough of a sales pyramid to do well. In July 1999, the National Association of Attorneys General announced that complaints about multilevel marketing and pyramid schemes were tenth on their list of consumer complaints. 

A recent analysis of Quixtar's reported income figures indicates how poorly most MLM distributors do. In a declaration filed in a suit by two former Quixtar distributors, he concluded:

A statistical sample of distributors revealed that 99.4% of the IBOs [independent business owners] earned on average just $13.41 per week—before product purchases, all business expenses, and taxes. This average income is far less than the costs of the business, resulting in 99% of victims of Quixtar making no net profit. Fewer than 1 person in 10,000 are at the "Diamond and above" levels, the upper ranks of the Quixtar chain that every new recruit is urged to aspire to. . . .

The massive loss rates among Quixtar victims that are revealed in Quixtar's own data are the inevitable mathematical result of the endless chain business model. In this model, the success of the IBO is based on continuous recruiting of additional distributors (IBOs), who are induced to make monthly purchases for their own consumption, rather than on making retail sales in the open marketplace. In the recruitment model, only those participants at the top levels of the pyramid can earn true profits, since the source of a participant's real income is the expenditures of individuals below them on the pyramid, and only a small percentage can be in those top positions. The untenable model results in approximately 70% of IBOs quitting Quixtar within the first year. The mission of this deceptive business model is to continuously enroll losing investors (IBOs) and replace them as they suffer losses and quit the program. Many distributors who stock up on products to meet sales goals or increase their hoped-for commissions get stuck with unsold products that cost thousands of dollars. Some companies permit direct ordering of their products, which avoids this problem, but the risk of failure is still high. 

Dubious Claims
More than a hundred multilevel companies are marketing health-related products. Most claim that their products are effective for preventing or treating disease. A few companies merely suggest that people will feel better, look better, or have more energy if they supplement their diet with extra nutrients. When clear-cut therapeutic claims are made in product literature, the company is an easy target for government enforcement action. Some companies run this risk, hoping that the government won't take action until their customer base is well established. Other companies make no claims in their literature but rely on testimonials, encouraging people to try their products and credit them for any improvement that occurs. Every company I have looked at has done at least one of the following.

-Made misleading statements that could frighten people into taking dietary supplements they do not need. 

-Made misleading statements of product superiority that could induce people to buy products that retail stores sell more cheaply. 

-Made unsubstantiated claims that their products would prevent or remedy health problems 

-Uses research findings to promote products without noting that the findings are not sufficient to substantiate using the products. 

-Uses deception by omission by making statements about the biochemical properties of various substances without placing them in proper perspective. An example would be stating that a certain nutrient is important because it does this or that in the body but omitting that people who eat sensibly have no valid reason to take a supplement.
-Exaggerated the probability of making significant income. 

Most multilevel companies tell distributors not to make claims for the products except for those found in company literature. (That way the company can deny responsibility for what distributors do.) However, many companies hold sales meetings at which people are encouraged to tell their story to the others in attendance. Some companies sponsor telephone conference calls during which leading distributors describe their financial success, give sales tips, and describe their personal experiences with the products. Testimonials also may be published in company magazines, audiotapes or videotapes. Testimonial claims can trigger enforcement action, but since it is time-consuming to collect evidence of their use, government agencies seldom bother to do so.

Government enforcement action against multilevel companies has not been vigorous. These companies are usually left alone unless their promotions become so conspicuous and their sales volume so great that an agency feels compelled to intervene. Even then, few interventions have substantial impact once a company is well established.

Motivation: Powerful but Misguided
The "success" of network marketing lies in the enthusiasm of its participants. Most people who think they have been helped by an unorthodox method enjoy sharing their success stories with their friends. People who give such testimonials are usually motivated by a sincere wish to help their fellow humans. Since people tend to believe what others tell them about personal experiences, testimonials can be powerful persuaders.

Perhaps the trickiest misconception about quackery is that personal experience is the best way to tell whether something works. When someone feels better after having used a product or procedure, it is natural to give credit to whatever was done. However, this is unwise. Most ailments are self-limiting, and even incurable conditions can have sufficient day-to-day variation to enable bogus methods to gain large followings. In addition, taking action often produces temporary relief of symptoms (a placebo effect). For these reasons, scientific experimentation is almost always necessary to establish whether health methods are really effective. Instead of testing their products, multilevel companies urge customers to try them and credit them if they feel better. Some products are popular because they contain caffeine, ephedrine (a stimulant), valerian (a tranquilizer), or other substances that produce mood-altering effects.

Another factor in gaining devotees is the emotional impact of group activities. Imagine, for example, that you have been feeling lonely, bored, depressed or tired. One day a friend tells you that "improving your nutrition" can help you feel better. After selling you some products, the friend inquires regularly to find out how you are doing. You seem to feel somewhat better. From time to time you are invited to interesting lectures where you meet people like yourself. Then you are asked to become a distributor. This keep you busy, raises your income, and provides an easy way to approach old friends and make new ones—all in an atmosphere of enthusiasm. Some of your customers express gratitude, giving you a feeling of accomplishment. People who increase their income, their social horizons, or their self-esteem can get a psychological boost that not only can improve their mood but also may alleviate emotionally-based symptoms.

Multilevel companies refer to this process as "sharing" and suggest that everyone involved is a "winner." That simply isn't true. The entire process is built on a foundation of deception. The main winners are the company's owners and the small percentage of distributors who become sales leaders. The losers are millions of Americans who waste money and absorb the misinformation.

Do you think multilevel participants are qualified to judge whether prospective customers need supplements—or medical care? Even though curative claims are forbidden by the written policies of each company, the sales process encourages customers to experiment with self-treatment. It may also promote distrust of legitimate health professionals and their treatment methods.

Some people would argue that the apparent benefits of "believing" in the products outweigh the risks involved. Do you think that people need false beliefs in order to feel healthy or succeed in life? Would you like to believe that something can help you when in fact it is worthless? Should our society support an industry that is trying to mislead us? Can't Americans do something better with the billion or more dollars being wasted each year on multilevel "health" products?

Physician Involvement

Many any physicians are selling health-related multilevel products to patients in their offices. The companies most involved have included Amway (now doing business as Quixtar), Body Wise, Nu Skin (Interior Design), Rexall, and Juice Plus+ Juice Plus+. Doctors are typically recruited with promises that the extra income will replace income lost to managed care. In December 1997, the American Medical Association Council on Ethical and Judicial Affairs (CEJA) advised against profiting from the sale of "non-health-related products" to their patients. Although CEJA's policy statement does not mention products sold through multilevel marketing, CEJA's chairman said the statement was triggered by the growing number of physicians who had added an Amway distributorship to their practice.

Recommendations
Consumers would be wise to avoid health-related multilevel products altogether. Those that have nutritional value (such as vitamins and low-cholesterol foods) are invariably overpriced and may be unnecessary as well. Those promoted as remedies are either unproven, bogus, or intended for conditions that are unsuitable for self-medication.

Government agencies should police the multilevel marketplace aggressively, using undercover investigators and filing criminal charges when wrongdoing is detected. People who feel they have been defrauded by MLM companies should file complaints with their state attorney general and with local FDA and FTC offices. A letter detailing the events may be sufficient to trigger an investigation; and the more complaints received, the more likely that corrective action will be taken. If you possess a distributor kit that you no longer need, I would be pleased to add it to my collection. If you would like to help Quackwatch gather information on MLM companies on the Internet, click here. This article was revised on January 21, 2008.

MULTI-LEVEL MARKETING (a.k.a. NETWORK MARKETING & REFERRAL MARKETING)
http://skepdic.com/mlm.html Last updated 02/23/09
The idea behind multi-level marketing (MLM) is simple. Imagine you have a product to sell. A common MLM product is some sort of panacea, such as a vitamin or mineral supplement. You could do what most businesses do: either sell it directly to consumers or find others who will buy your product from you and sell it to other people. MLM schemes require that you recruit people not only to buy and sell your product, but who will also recruit people who will not only buy and sell your product but also recruit people....ad infinitum. Only there never is an infinitum to move towards. This may seem unusual to traditional business people. Why, you might wonder would you recruit people to compete with you? For, isn't that what you are doing when you recruit people to sell the same products you are selling? MLM magic will convince you that it is reasonable to recruit competitors because they won't really be competitors since you will get a cut of their profits. This will take your mind off the fact that no matter how big your town or market, it is finite. The well will go dry soon enough. There will always be some distributors who will make money in an MLM scheme. The majority, however, must fail due to the intrinsic nature of all pyramid schemes. 

Multi-level marketing is system of marketing which puts more emphasis upon the recruiting of distributors than on the selling of products. As such, it is intrinsically flawed. MLM is very attractive, however, because it sells hope and appears to be outside the mainstream of business as usual. It promises wealth and independence to all. Unfortunately, no matter what the product, MLM is doomed to produce more failures than successes. For every MLM distributor who makes a decent living or even a decent supplemental income, there are at least ten who do little more than buy products and promotional materials, costing them much more than they will ever earn as an MLM agent. The most successful MLM scheme is Amway Amway. 
It has millions of distributors worldwide with sales in the billions. At the turn of the century, the average Amway distributor earned about $700 a year in sales, but spent about $1,000 a year on Amway products. Distributors also have other expenses related to the business, e.g., telephone, gas, motivational meetings, and publicity material (Amway.com; Klebniov 1991).
The reason MLM schemes cannot succeed is because MLM marketing is, in essence, a legal pyramid pyramid scheme.  The basic idea is for a sales person to recruit more sales persons. This is very advantageous to those who own the company and supply the products, especially since the sales persons in MLMs are also customers. But it is puzzling why a sales person would think it is to his or her advantage to increase the number of competing sales persons. 

This is not to say there is no benefit to MLM membership. You get certain tax write-offs. You get to buy products, some of which you will be happy with. You get to go to inspirational meetings, some of which will make you feel good. You may meet new friends and you may even make a few bucks. But more than likely you will end up alienating some family and friends. You will probably end up buying more stuff than you sell. And you will learn a lot about deceiving yourself and others. You won't be allowed to tell anyone how you are really doing, for example. You will always have to think positive, even if that means lying. You will have to tell anyone who asks that you are doing great, that business is wonderful, that you've never seen anything go so fast and bring you income so quickly, even if it isn't true. 

The dangers of MLM schemes have been well articulated by others. If you are thinking of joining any MLM program, I advise you to first read Dean Van Druff's What's Wrong With Multi-Level Marketing or Robert Fitzpatrick's False Profits - Seeking Financial and Spiritual Deliverance in Multi-Level Marketing and Pyramid Schemes (Herald Press, 1997).

See also Amway, multi-level marketing harassment, and pyramid scheme
reader comments 

Further Reading 

Books and articles
Fitzpatrick, Robert L. and Joyce Reynolds. False Profits - Seeking Financial and Spiritual Deliverance in Multi-Level Marketing and Pyramid Schemes (Charlotte, N.C.: Herald Press, 1997). See my review of this book. 

Klebniov, Paul. "The Power of Positive Inspiration," Forbes, December 9, 1991. 

LOTIONS AND POTIONS: THE BOTTOM LINE ABOUT MULTI-LEVEL MARKETING PLANS
http://www.ftc.gov/bcp/edu/pubs/consumer/alerts/alt057.shtm January 2000
Lose weight! Firm up! Look better! Live longer!

'Tis the season for consumers to be confronted with a wide range of health, beauty and fitness products and promotions. Many of these items aren't available on store shelves and are sold only through distributors.

What Are You Buying? 

Many companies that market their products through distributors sell quality items at competitive prices. But some offer goods that are overpriced, have questionable merits or are downright unsafe to use. 

The Federal Trade Commission warns consumers to apply a healthy dose of caution before buying products advertised as having "miracle" ingredients or techniques and guaranteed results. Many of these "quick cures" are unproven, fraudulently marketed and useless or even dangerous. 

Before using one of these products, the best prescription may be to check with a health professional. 

What Else Is For Sale?

Some distributors sell more than diet and exercise plans, vitamin supplements or wonder creams. Many may sell "opportunities," too-a chance for you not only to buy, but also to market, the products. In addition to describing the benefits of their product or program, these distributors may encourage you to become a distributor. 
If you sign up as a distributor, you may be promised commissions or other rewards-for both your sales of the plan's goods or services and those of other people you recruit to become distributors. These plans, often called "multilevel marketing plans," sometimes promise commissions or rewards that never materialize. What's worse, consumers are often urged to spend or "invest" money in order to make it. 

Watch Out For Pyramids

Steer clear of multilevel marketing plans that pay commissions for recruiting new distributors. They're actually illegal pyramid schemes. 

Why is pyramiding dangerous? Because plans that pay commissions for recruiting new distributors inevitably collapse when no new distributors can be recruited. And when a plan collapses, most people-except perhaps those at the very top of the pyramid-end up empty-handed. 

How to Evaluate a Plan 

If you're thinking about joining what appears to be a legitimate multilevel marketing plan, take time to learn about the plan before signing on. 

What's the company's track record? What products does it sell? How does it back up claims it makes about its product? Is the product competitively priced? Is it likely to appeal to a large customer base? What up-front investment do you have to make to join the plan? Are you committed to making a minimum level of sales each month? Will you be required to recruit new distributors to be successful in the plan? 

Use caution if a distributor tells you that for the price of a "start-up kit" of inventory and sales literature -and sometimes a commitment to sell a specific amount of the product or service each month-you'll be on the road to riches. No matter how good a product and how solid a multilevel marketing plan may be, expect to invest sweat equity as well as dollars for your investment to pay off. 

Your Responsibilities 

If you decide to become a distributor, remember that you're legally responsible for the claims you make about the company, its product and the business opportunities it offers. That applies even if you're simply repeating claims you read in a company brochure or advertising flyer. 

When you promote the qualities of a product or service, you're obligated to present those claims truthfully and to ensure there's enough solid evidence to back them up. The Federal Trade Commission advises you to verify the research behind any claims about a product's performance before repeating those claims to a potential customer. 

Likewise, if you decide to solicit new distributors, be aware that you're responsible for any claims you make about a distributor's earnings potential. Be sure to represent the opportunity honestly and to avoid making unrealistic promises. If those promises fall through, remember that you could be held liable. 

The FTC works for the consumer to prevent fraudulent, deceptive, and unfair business practices in the marketplace and to provide information to help consumers spot, stop, and avoid them. To file a complaint or to get free information on consumer issues, visit ftc.gov or call toll-free, 1-877-FTC-HELP (1-877-382-4357); TTY: 1-866-653-4261. The FTC enters consumer complaints into the Consumer Sentinel Network, a secure online database and investigative tool used by hundreds of civil and criminal law enforcement agencies in the U.S. and abroad. 

NET BASED BUSINESS OPPORTUNITIES: ARE SOME FLOP-PORTUNITIES?
http://www.lawpublish.com/mlm.html by JLCom Publishing Co., LLC, June 2002
This page contains the full-text reproduction of FTC's Publication

Whether it's recruiting people to sell so-called Internet-access devices, placing kiosks with Internet access in public places, or dealing in other Internet-related activities, consumers are being lured to the vast commercial potential of the Web by business promoters.  

However, the Federal Trade Commission (FTC) says that many of these business opportunities are scams that promise more than they can possibly deliver.

The scam artists lure would-be entrepreneurs with false promises of big earnings for little effort. They pitch their fraudulent offerings on the Web; in e-mail solicitations; through infomercials, classified ads and newspaper and magazine "advertorials"; and in flyers, telemarketing pitches, seminars, and direct-mail solicitations.

Here are a few examples of Internet-related business opportunities that didn't live up to their promises:

Example 1: Providing TV access to the Internet
The Pitch: The promoter promises that you can earn thousands of dollars a month by recruiting people to sell devices that provide television access to the Internet.

The Problem: The program claims to pay participants based on how many people they recruit into the program, not on their product sales. That makes the program a pyramid scheme - not a legitimate multi-level marketing plan. Pyramid schemes are illegal. Mathematically, nearly everyone who participates in them loses their money. When there are no new recruits, the pyramid collapses.

Example 2: Selling walk-up Internet access
The Pitch: The promoter claims you can earn big money by selling machines or kiosks that provide walk-up Internet access - for a fee - in places like airports, hotels and shopping malls. The machines cost thousands of dollars, but the promoter says the cost can be recovered because the machines generate "amazing" earnings. And, the company promises to help find profitable locations for the machines. 
The Problem: Rather than the high-traffic locations that the promoter promises, the buyer's machines get placed where demand for Internet access is low. As a result, a would-be entrepreneur can't possibly make the promised earnings.

Example 3: Giving seminars on making money on the Internet
The Pitch: The promoter advertises that you can earn more than $150,000 as an "Internet consultant" who sponsors free seminars to teach other consumers how to make money on the Internet. 

The Problem: The seminars really feature high-pressure sales pitches for the promoter's Internet yellow pages or Internet advertising. And, even though the promoter promises to provide Internet and sales training to buyers - for a fee of several thousand dollars - the buyers never get the promised training. In the end, they never earn the promised amounts.

The FTC offers this advice to consumers considering an Internet-related business opportunity:
Consider the promotion carefully. If it claims buyers can earn a certain income, then it also must give the number and percentage of previous purchasers who achieved the earnings. If an earnings claim is there - but the additional information isn't - the business opportunity seller is probably violating the law.
Get earnings claims in writing. If the business opportunity costs $500 or more, then the promoter must back up the earnings claim in a written document. It should include the earnings claim, as well as the number and percentage of recent clients who have earned at least as much as the promoter suggested. If it's a work-at-home or other business opportunity that involves an investment of under $500, ask the promoter to put the earnings information in writing.
Study the business opportunity's franchise disclosure document. Under the FTC Franchise Rule, many business opportunity promoters are required to provide this document to potential purchasers. It includes information about the company, including whether it has faced any lawsuits from purchasers or lawsuits alleging fraud. Look for a statement about previous purchasers. If the document says there have been no previous purchases but the seller offers you a list of references, be careful: the references probably are phonies.
Interview each previous purchaser in person, preferably where their business operates. The FTC requires most business opportunity promoters to give potential purchasers the names, addresses and phone numbers of at least 10 previous purchasers who live the closest to the potential purchaser. Interviewing them helps reduce the risk of being misled by phony references.
Contact the attorney general's office, state or county consumer protection agency and Better Business Bureau both where the business opportunity promoter is based and where you live to find out whether there is any record of unresolved complaints. While a complaint record may indicate questionable business practices, a lack of complaints doesn't necessarily mean that the promoter and the business opportunity don't have problems. Unscrupulous dealers often change names and locations to hide a history of complaints.
If the business opportunity involves selling products from well-known companies, call the legal department of the company whose merchandise would be promoted. Find out whether the business opportunity and its promoter are affiliated with the company. Ask whether the company has ever threatened trademark action against the business opportunity promoter.
Consult an attorney, accountant or other business advisor before you put any money down or sign any papers. Entering into a business opportunity can be costly, so it's best to have an expert check out the contract first. If the promoter requires a deposit, ask your attorney to establish an escrow account where the deposit can be maintained by a third party until you make the deal.
Take your time. Promoters of fraudulent business opportunities are likely to use high-pressure sales tactics to get you to buy in. If the business opportunity is legitimate, it'll still be around when you're ready to decide. 

Reporting Possible Fraud
If you suspect a business opportunity promotion is fraudulent, report it to:
-the state attorney general's office in the state where you live and in the state where the business opportunity promoter is based. 

-your county or state consumer protection agency. Check the blue pages of the phone book under county and state government. 

-the Better Business Bureau in your area and the area where the promoter is based. 

-the FTC. File a complaint online at www.ftc.gov or call toll free 1-877-FTC-HELP (1-877-382-4357).
The FTC works for the consumer to prevent fraudulent, deceptive and unfair business practices in the marketplace and to provide information to help consumers spot, stop and avoid them. To file a complaint or to get free information on consumer issues, visit www.ftc.gov or call toll-free, 1-877-FTC-HELP (1-877-382-4357); TTY: 1-866-653-4261. The FTC enters Internet, telemarketing, identity theft and other fraud-related complaints into Consumer Sentinel, a secure, online database available to hundreds of civil and criminal law enforcement agencies in the U.S. and abroad.
Other MLM-Related Websites
MLM Legal. MLM Legal contains interesting articles and information about legal developments affecting the Multi-Level Marketing and Direct Sales Industry. For example, the site contains a page devoted to FTC's Proposed Business Opportunity Rule Resources and Analysis.  

Pro-MLM Website. What are the multilevel marketing websites names? This web site lists state and federal regulatory websites and MLM attorneys. 

Business Opportunities in Internet Marketing. Many Useful Links. 

  

 

MULTI-LEVEL MARKETING (MLM)

http://www.quatloos.com/mlm/mlm.htm
You see the ads all the time: "Make millions now, no manager" or "Work on your own, start $12,000 per week." Maybe you saw the ad in the paper, or maybe you received it by e-mail.

Yes, we're talking about Multi-Level Marketing, also known as "MLM" 

MLM: Once Legitimate, Now a Scam

Once upon a time, multi-level marketing was a legitimate business which provided a way for small companies to get their unique products to consumers in small towns and rural areas which had no access to these products. At this time, the products sold themselves, and the multi-level aspect was a way of giving a small reward to those who had worked hard to build the organization. But the focus was always on the product.

Today, and especially with the growth of the internet, it is possible for consumer to get about whatever they want at competitive prices. There is simply no real need for distribution "systems" as there once was, and indeed the focus of all the programs is not on the products they sell -- which are usually either bogus or are available somewhere else to the public at the same or lesser prices. Instead, the focus now is solely on recruiting new people to either buy into the program or else to buy products that are grossly overpriced (i.e., a $1 bottle of "herbal shampoo" for $26), with the idea that those people will recruit additional people who will also buy into the program or themselves buy the grossly overpriced products.

Thus, today just about ALL of the multi-level marketing programs are scams. In today's internet economy, there is simply no need for multi-level marketing or the overpriced products that they sell -- meaning that the only thing they are selling are memberships in anticipation that future memberships will be sold in the future, which is the classic definition of a pyramid scheme, and thus securities fraud.

Because products are available over the internet to everybody at lower costs than ever before, claims that "Multi-Level Marketing will take over the World!" are completely bogus. Indeed, the fact that no MLM schemes sell significant product to anybody other than the people who bought into the programs is proof positive that MLM is a dinosaur in today's economy, and exists only by defrauding people to buy memberships in anticipation of being able to make a profit defrauding other people into the program.

Indeed, as is discussed elsewhere, many of these programs have been broken up for securities fraud and the people in them now have criminal records. So, save your Quatloos and avoid MLM schemes.

Stars! Stars!

Like many advertising campaigns, many MLM programs now attempt to associate themselves with celebrities. "Zig Ziglar goes MLM!" read one spam e-mail we received.

Note that the celebrities didn't make their money in MLM. Nor will you.

Buying Into the Program

So you are being "hired" to sell products, and you have to buy into the program? This is a sure sign that it is a scam. If the product is worth a darn, the company will make its money selling the product. No program that requires you to buy into the program is real, meaning that all our scams. If you have to buy into the program, forget it! It is not a real program.

Sales Material

Often MLM scams have sub-scams within the main scam of buying Distributorships. One of these scams is the purchasing of advertising materials. Think about it: A company wants you to sell their product but they want you to pay for the advertising materials? Especially with the huge profit margins that the Top Guy makes with these programs, they should at least pay for your brochures and tapes. If a company requires you to pay for advertising or marketing materials, it is a sure sign that it is a scam. The very worst programs will even require you to buy the "samples" of the product that you have paid to be able to sell!

Training Seminars

A scam-within-the-scam is the "training seminars" offered (sometimes required) by the MLM programs. These "training seminars" offer little training, but are mostly rah-rah seminars to boost enthusiasm -- and to make big bucks for the promoters. We have often seen people encouraged to take out thousands of dollars in credit card debt to go to these seminars, with the promise that they will make so much selling the MLM program that they will quickly pay back the credit card debt (this is almost never true).

These training seminars can cost thousands although the company ought to be paying you to attend and learn how to sell its product. No company which requires you to pay for your own training seminar is a real program.

Only The Top People Make Money

The hard truth is that only the guy who sets up the program, i.e., the Big Cheese at the very top, makes any really good money with these programs. Everybody who is selling for the Promoter typically gets screwed.

Nonetheless, the promoters of these programs will often have pictures of themselves standing next to their mansion, yacht, executive jet, whatever, to show their success. Yes, these are real and they did make money by selling programs. Unfortunately, they made this money by cheating and defrauding the people under them to sell these programs for them -- you never see a distributor with anything other than a bunch of credit card debt.

The Drop Out Rate

The "Drop Out Rate" of MLM programs is enormous -- 98% will drop out immediately, meaning that only 2% will continue with the program over any long period of time. The Promoters will tell this 2% that they are the "successful" ones -- what this means is that they have become "successful" scamming other people (who will probably spend their money and then drop out, possibly a big personal loss to them but a profit to the Promoters).
The Promoters know the Drop Out Rate, and know that by far most people will buy in, but then never sell anything and quit, which is one of the reasons why MLM programs are criminal schemes.

The Promoters also tell those who stay in that they are the "well-motivated and lucky ones". This is 100% false. The people who never sold anything and dropped out are the lucky ones, since they will not be liable for securities fraud or any of the related criminal penalties that goes with promoting somebody else into the program. It is the people who stay in the program who are risking some prison time and a felony conviction for selling an unregistered security.

One of the biggest problems of MLM is that they are marketed to people who are down-and-out and desperate, and who can ill-afford to lose their money by purchasing memberships in these bogus programs.

You Gotta Believe!

Promoters tell prospective Distributors that to be successful "You gotta believe!" in the program. This is part of a brainwashing/programming effort to lead you to believe that you will fall into that (falsely) "successful" 2% if you believe in the program and the products that it sells. Thus, active Distributors will defend to great lengths their program and their products, to the point of slandering naysayers, spamming "negative" or competing sites with e-mail to shut them down, threats of physical harassment, etc., etc., not to mention often buying the products themselves in substantial quantity.

But the proof is in the pudding. It is an interesting phenomena of MLM that the hardcore and brainwashed Distributors who defend the products the hardest, almost always quit using those "great products" completely when they move on to the next program! The point of this is that the 2% of "successful" Distributors have usually been brainwashed and programmed so that they really believe the junk they are saying about the junk they are selling. But that doesn't make it any less junk.

Building that Downline

The promise of MLM is that if you are "successful" (in defrauding others) that you will create this big "downline", i.e., multiple layers of sellers under you, which will quickly lead you to riches and allow you to retire forever with a never-ending stream of seven- or eight-figure revenue.

This promise is totally fraudulent, for at least the following reasons:

As discussed above, the 98% drop-out rate means that you probably will never build a significant downline. 

None of these programs last very long (Amway seems to be the sole exception), meaning that as soon as the program croaks your revenue stops. 

The odds of anybody in your downline making any money are incredibly small (smaller than yours!), meaning that they will probably "drop out" and be mad at you for getting them into a program where they lost your money -- the upshot being that these people will certainly not follow you to your next program (which will be necessary when your existing program finally collapses), meaning that you will have to build a completely new downline with every new program! 

For all these reasons, your chances of long-term residual income with MLM is zero. Even if you are successful, the best you can hope for is a lot of hard work defrauding others to build your downline, some short-term profits until your program collapses or is shut down, and then a lot more hard work defrauding even more people into your next program, and so forth and so on until you get sick of it and drop out of MLM completely.

Buying Your Own Products

To the extent MLM programs sell any product, it is usually purchased by people who -- frustrated by their ability to build a downline and pressured by their recruiters -- will themselves buy mass quantities of the product as an attempted badge of "success". Thus, newbies on the lowest levels will max out their credit cards and buy lots of worthless product themselves in a vain attempt to move on to the next level. Usually, this works only if there is a "buy in" to the next level (more Quatloos for the promoters!) but never means success to the poor sucker buying the products, although he or she will end up with a closet full of vitamins, shampoo, phone cards or whatever -- and usually a lot of credit card debt too.

Fake It 'Til You Make It

Buying your own products is just one aspect of the MLM method of "Fake It 'Til You Make It", meaning that even if you are having zero success, you should act like you are very successful and have already made the Big Time. Many programs will tell people to start living a high lifestyle (on their own credit cards, of course), go lease a new BMW, etc., etc., so that people will believe that you are successful and they will then want to be in the program too.

The problem of course is that only a small percentage are successful in MLM, and these only for the short time until their program collapses. Their debts and BMW leases, however, are long term and require monthly payments to maintain. We have spoken with a few people who were encouraged by Promoters to lease expensive cars, and then were forced to actually live in those cars because they couldn't make the rent (and of course the cars were eventually repo'd from them too, leaving them homeless).

Additionally, the "Fake It 'Til You Make It" is just more fraud on the people you are trying to bring in. Acting like you are making the Big Bucks when you are not is blatantly dishonest -- but all part of the MLM scheme of cheating people.

Heavy-Hitters

A variation of "Fake It 'Til You Make It" is the "Heavy-Hitter" who bounces on the scene and seems very rich, and then acts as a "closer" of new recruits. Whether or not the "Heavy-Hitter" will actually have any money is subject to serious doubt: He may be one of the people living out of his leased BMW! More likely, he has been hired on a pure salary basis by the Promoters to act as a cheerleader and "closer" for prospective Distributors. The "Heavy-Hitters" usually circulate from program to program, and are often the "Heavy-Hitter" in several MLM programs at the same time. A good way to identify these scam artists is to inquire as to what other programs they are in now, and have been in the future. If they have been in several other programs, you know that you are facing a "Heavy-Hitter", which when you get down to it is just a professional MLM scam artist (and, again, probably on a flat salary no matter what BS they tell you).
At seminars, you will frequently hear the Heavy-Hitter buildup: "Maybe Mr. Such-And-Such" will be here today!" The excitement is such that when Mr. Such-And-Such finally appears, you'd think Moses just came down from the mountain. It is all hype: The Promoters know exactly who will be at these seminars, and they plant people in the audience to make statement such as these, so that Mr. Such-And-Such finally does make his appearance, people attribute to him the credibility of the Messiah. Don't fall for this ruse.

For reference, the "Heavy-Hitter" is not unique to MLM. Casinos have for many years employed "Shills", being people who are hired by the casinos on salary and given a bunch of chips, and sent into the casino to mingle with the other gamblers and spin a few stories of the casino's big payoffs (which may or may not have occurred) -- and of course to gamble the (casino's own) chips and thus encourage others to gamble with the same enthusiasm and similar better levels.

The "Heavy-Hitters" perform the same function with MLM, often coming in to tell false stories about themselves hitting it big with the program. You can admire their gold pinkie rings, and their expensive leather shoes. But avoid these people, and just chuckle at the stories they sell. And be sure to ask them about the lease program on that BMW they are driving!

Fending Off Criticisms

You may see your program mentioned in an unfavorable light, such as on 60 Minutes or 20/20 or some other investigative news program. The Promoters will tell you something like "Their job is to bring down good companies . . .." Bull! Their job is to point out scams, and if your program has been featured on one of these program you can pretty much be sure it is one (if it is an MLM program it is a scam whether it is featured on these programs or not).

Survival Mode

After you have made big investments into the MLM program (or maybe several), are strung out on your credit cards, and the program isn't working out, then you will go into what is called "Survival Mode", where you finally give up the (false) dream of big riches with MLM and start trying to figure out how to hold off your credit card companies while getting back to a normal lifestyle.

Unfortunately, we don't have any special advice to offer. The only thing that we can say is that suicide shouldn't be an option (ex-MLM'ers unfortunately have a very high suicide rate), and that you should simultaneously seek credit counseling, and maybe adult education for re-education for a better job.

Refunds

The worst programs will promise you some sort of refund if it all doesn't work out. These are the worst programs because the refund programs are usually contingent on this-or-that, require long forms and long waits, often the refund is only 30% or so of what you spent, and usually the refunds are illusory (meaning that they company will never pay out the refund to you). The MLM programs which offer refunds do this to create the illusion that there is "no risk" to you -- and this is a 100% fraud because as discussed, you odds of actually getting your money back is infinitesimally small. At least the companies which don't offer refunds tell you this up front so that you are not suckered into believing this nonsense.

NCAHF* POSITION PAPER ON MULTILEVEL MARKETING OF HEALTH PRODUCTS
http://www.ncahf.org/pp/mlm.html 1/22/03 [NCAHF Home Page]            *The National Council Against Health Fraud
Multilevel marketing (MLM ) -- also called network marketing -- is a form of direct sales in which independent distributors sell products, usually in their customers' home, by telephone, or through the Internet. In theory, distributors can make money not only from their own sales but also from those of the people they recruit as distributors.

Becoming an MLM distributor is simple and requires no real knowledge of health or nutrition. Many people do so initially in order to buy their own products at a discount. For a small sum of money -- usually between $35 and $100 -- these companies sell a distributor kit that includes product literature, sales aids (such as a videotape or audiotape), price lists, order forms, and a detailed instructional manual. Many MLM companies publish a magazine or newsletter containing company news, philosophical essays, product information, success stories, and photographs of top salespeople. The application form is typically a single page that asks only for identifying information. Millions of Americans have signed up, including many physicians attracted by the idea that selling MLM products can offset reduced reimbursements from third-party payers.

Distributors can buy products "wholesale," sell them "retail," and recruit other distributors who can do the same. When enough distributors have been enrolled, the recruiter is eligible to collect a percentage of their sales. Companies suggest that this process provides a great money-making opportunity. However, it is unlikely that people who don't join during the first few months of operation or become one of the early distributors in their community can build enough of a sales pyramid to do well. Fewer than 1% of new distributors earn significant income; and many who stock up on products to meet sales goals get stuck with unsold products that cost thousands of dollars [1]. Many attorneys general have placed multilevel marketing and pyramid schemes on their "top ten" lists of consumer complaints.

MLM can also cause social harm. Many "believers" pester everyone they know to buy their products or become a distributor. In many cases, this pressure strains or terminates friendships.

Misleading Promotion

More than a hundred multilevel companies are marketing health-related products. Most claim that their products are effective for preventing or treating disease. A few companies merely suggest that people will feel better, look better, or have more energy if they supplement their diet with extra nutrients. Some companies cite research that is poorly designed, preliminary, or even irrelevant to their actual claims.
When clear-cut therapeutic claims are made in product literature, the company is an easy target for government enforcement action. Some companies run this risk, hoping that the government won't take action until their customer base is well established. Other companies make no claims in their literature but rely on testimonials, encouraging people to try their products and credit them for any improvement that occurs. Even when curative claims are forbidden by written company policies, the sales process encourages customers to experiment with self-treatment. It may also promote distrust of science-based health professionals and their treatment methods.

NCAHF Vice-President Stephen Barrett, M.D.,* who has examined the offerings of more than 100 MLM companies offering health-related products, has concluded that every one of them has made false or misleading claims in their promotional materials [2]. The products that have nutritional value (such as multivitamins) are invariably overpriced and usually not needed. The products promoted as remedies are either bogus, unproven, or intended for conditions that are unsuitable for self-medication [2]. *See pages 74, 83
MLM solicitations fail to give a clear picture of how difficult it is to earn money selling health-related MLM products. Because person-to-person sales are labor-intensive and involve high commission expense, MLM products generally cost much more than similar products purchased through pharmacies, health-food stores and other retail outlets.

Most supplement companies get their raw ingredients from the same bulk wholesalers and merely repackage them into brand-name products. To compete with retail outlets, MLM distributors must persuade prospective customers that their products are superior, even though they are not and may even be identical to competing products that cost less. This requires misrepresentation. Moreover, people who like MLM products are likely to become distributors, which means that the original seller will no longer profit from retail sales to those customers.

Most multilevel companies tell distributors not to make claims for the products except for those found in company literature. (That way the company can deny responsibility for what distributors do.) However, many companies hold sales meetings at which people are encouraged to tell their story. Some companies sponsor telephone conference calls during which leading distributors describe their financial success, give sales tips, and describe their personal experiences with the products. Testimonials also may be published in company magazines, audiotapes or videotapes. Testimonial claims can trigger enforcement action, but since it is time-consuming to collect evidence of their use, government agencies seldom bother to do so.

Physician Involvement

During the past several years, many physicians have begun selling health-related multilevel products to patients in their offices. Doctors are typically recruited with promises that the extra income will replace income lost to managed care.

The sale of health-related products by physicians presents a financial conflict of interest that can undermine the primary obligation of physicians to serve the interests of their patients before their own [3]. The greater the potential profit, the greater the potential problem. In June 1999, the AMA House of Delegates narrowly approved new ethical guidelines emphasizing that physicians should not coerce patients to purchase health-related products or recruit them to participate in marketing programs in which the physician personally benefits, financially or otherwise, from the efforts of their patients. The guidelines frown on doctors profiting from the sale of health-related nonprescription products such as dietary supplements [3]. Although the guidelines do not mention products sold through multilevel marketing, the chairman of the AMA's Council on Ethical and Judicial Affairs has indicated that they were triggered by the growing number of physicians who selling MLM products to their patients [4].

Inadequate Government Regulation

Government enforcement action against multilevel companies has not been vigorous. These companies are usually left alone unless their promotions become so conspicuous and their sales volume so great that an agency feels compelled to intervene. Even then, few interventions have substantial impact once a company is well established.

During the past 20 years, more than 25 health-related MLM companies have faced regulatory actions for false advertising, operating a pyramid scheme, or both [5]. Although such actions usually improve future behavior, they rarely provide adequate redress for victims. Moreover, the number of MLM frauds known to Federal Trade Commission vastly exceeds its capacity to prosecute them on a case-by-case basis.

Recommendations
To Consumers
Avoid health-related multilevel products altogether. Those that have nutritional value are invariably overpriced and may be unnecessary as well. Those promoted as remedies are either unproven, bogus, or intended for conditions that are unsuitable for self-medication. 

Consider it likely that people who promote products to e-mail discussion groups are MLM distributors. 

Be very skeptical of claims for high income. 

People who feel they have been defrauded by MLM companies should file complaints with their state attorney general and with local FDA and FTC offices. A letter detailing the events may be sufficient to trigger an investigation. The more complaints received, the more likely that corrective action will be taken. 

To Professional Organizations
The American Medical Association should amend its guidelines to acknowledge that MLM-related sales represent a special problem that physicians should avoid. Other health professional groups should issue similar guidelines. 

To Government Agencies
Government agencies should police the multilevel marketplace aggressively, using undercover investigators and filing criminal charges when wrongdoing is detected. 
The Federal Trade Commission should require MLM companies to disclose full and truthful "income opportunity" information to all persons solicited to participate in the income program [6]. 
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THE ORIGIN OF MULTILEVEL MARKETING
http://www.mlmwatch.org/01General/mlmstart.html by Stephen Barrett, M.D. 9/5/99 [See also page 74]
The roots of multilevel marketing are intertwined with those of the Amway Corporation and its Nutrilite product line. The Nutrilite concept is said to have originated about during the early 1930s in the mind of Carl Rehnborg, an American businessman who lived in China from 1917 to 1927. According to Amway publications, this gave Rehnborg "ample opportunity to observe at close range the effects of inadequate diet." He also "became familiar with the nutritional literature of his day." Concluding that a balanced diet was needed for proper bodily function, he began to envision a dietary supplement which could provide people with important nutrients regardless of their eating habits.

After seven years of "experimentation," Rehnborg produced food supplements which he gave to his friends to try. According to his son, Sam, who became Nutrilite's president and chief operating officer:

After a certain length of time, Dad would visit his friends to see what results had been obtained. More often than not, he would find the products sitting on the back shelves, unused and forgotten. It had cost them nothing and was therefore, to them, worth nothing . . . It was at this point that he rediscovered a basic principle-that the answer was merely to charge something for the product. When he did, the friends, having paid for the product, ate it, liked it, and further, wanted their friends to have it also. When they asked my dad to sell the product to their friends, he said, "You sell it to them and I'll pay you a commission."

Carl Rehnborg's food supplement business, which thus began as the California Vitamin Corporation, changed its name to Nutrilite Products in 1939 when it moved to larger quarters. According to Federal District Court records, significant out-of-state distribution of Nutrilite supplements began in 1945 when a company operated by Lee S. Mytinger and William S. Casselberry became exclusive national distributor [1]. Rehnborg acted as "scientific advisor" in the distributional scheme and would explain to sales groups that his supplements contained a secret base of unusual therapeutic value and were the answer to man's search for health.

Gross sales soared to $500,000 a month, but the promoters also ran afoul of the law. In 1947, the FDA began a 4-year struggle to force Mytinger, Casselberry, Rehnborg, their respective companies, and some 15,000 door-to-door agents to stop making wild claims about their products. Potential customers were being given a booklet, "How to Get Well and Stay Well," which represented Nutrilite as effective against almost every case" of allergies, asthma, mental depression, irregular heartbeat, tonsillitis, and some 20 other common ailments. The booklet, which contained testimonial letters, also implied that cancer, heart trouble, tuberculosis, arthritis and many other serious illnesses would respond to Nutrilite treatment.

After Mytinger and Casselberry, Inc., was asked by the government to show cause why a criminal proceeding for misbranding should not be started, the booklet was revised. A "new language" was devised which referred to all diseases as "a state of nonhealth" brought about by a "chemical imbalance." Nutrilite would cure nothing—the patient merely gets well through its use. Most direct curative claims were removed from the booklet, but illustrative case histories were added. Although continued governmental pressure led to removal of the case histories, the booklet remained grossly misleading.

In 1951, the Court issued a permanent injunction forbidding anyone who sold Nutrilite products from referring to any edition of "How to Get Well and Stay Well" and more than 50 other publications that exaggerated the importance of food supplements. The court decree also contains a long list of forbidden and permissible claims about nutrition and Nutrilite products.

Amway's founders, Rich DeVos and Jay Van Andel, were friends who became Nutrilite distributors after high school graduation. They were extremely successful and built a sales organization with over 2,000 distributors. Fearing that Nutrilite Products might collapse, they formed a new company, the American Way Association, later renamed Amway. They began marketing biodegradable detergent products and other household cleaning products and later diversified the product line to include beauty aids, toiletry, jewelry, furniture, electronic products, and many other items. Gross sales rose steadily from half a million dollars in 1959 to over a billion dollars by the early 1980s.

Reference Notices of judgment under the Federal Food, Drug, and Cosmetic Act. D.D.N.J., F.D.C. 3381-3383 issued Aug 1951. 

MLM GLOSSARY 
http://www.mlmwatch.org/01General/glossary.html August 8, 2002
Downline. The distributors recruited by a given distributor who receives commissions on their sales and the sales of the distributors they recruit.

Inventory loading (also called front-end loading). Stocking up on products to meet sales goals, a practice that is promoted with claims that it will push the new distributor to higher bonus and/or leadership levels quickly. In reality, it increases the risk of significant financial loss if sales do not occur.
Multilevel marketing (MLM). Any marketing program in which participants purchase the right to recruit additional participants, sell products or services, and be compensated for the sales by people they recruit as well as for their own sales.

Network marketing. Term that MLM companies prefer to describe themselves because "multilevel marketing" sounds more like a pyramid scheme.

Naked pyramid scheme. Pyramid scheme that does not involve the sale of products. New participants pay a fee to participate and hope to profit by recruiting others into the system. Chain letters are an example.

Product-based pyramid scheme. Pyramid scheme in which new participants are induced to buy products they supposedly will resell. State laws against pyramiding say that an MLM plan should only pay commissions for retail sales of goods or services, not for recruiting new distributors. However, MLM companies typically structure their payment plan so that recruiting is more profitable. 

Pyramid scheme. A plan that promises large profits based primarily on recruiting others to join its program and not based on profits from any genuine investment or sale of goods to the public. 

Upline. Distributors who are above a given distributor in the MLM hierarchy and who receive commissions (overrides) from that distributor's sales.

BOTH BUYERS AND SELLERS SHOULD BE WARY OF MULTILEVEL MARKETING
http://www.mlmwatch.org/13Victims/wary.html by William T. Jarvis, Ph.D., ©1998, July 2, 2006

Millions of people are selling health products as "independent distributors." Product lines typically include vitamin supplements, weight loss formulas, fiber-containing snack bars, and/or herbal remedies. The National Council Against Health Fraud (NCAHF) has received so many inquiries about such products that it has developed some general caveats. 

Consumers Beware:

Products sold in this fashion must be overpriced to finance the greedy profits promised to distributors.

Vitamins, weight loss formulas, and fiber supplements are ordinary items readily available in retail stores. Exaggerated claims are generally needed to justify extraordinary prices for these ordinary items.

Herbal supplements may contain potent drugs naturally or by adulteration. Herbal supplements are not manufactured or labeled according to the high standards American consumers have come to expect.

Salespeople, with little more than company training and subjective personal experience, may be misrepresented as "health counselors" when their real goal is to sell products and/or sign-up distributors. Selling health products one recommends poses a serious conflict-of-interest even when sellers are qualified and products worthwhile.

Salespeople are encouraged* to make oral health claims while companies seek deniability for themselves via fine print disclaimers. *Heroic anecdotes to be repeated in sales pitches are promulgated at pep rallies and/or in company publications. 

Prospective Distributors Beware:

Multilevel marketing entices unwary people with the "sweet dream of success." 
MLMs are driven largely by greed. The idea of working hard for a while, building up a substantial down-line sales system, and watching the money roll in, is appealing, but is "too good to be true." Literature of the NuSkin company claimed that distributors could make $5,000 to $10,000 per month, but 98% of all distributors earned an average of $38 a month [1]. Even the well-established Amway company has not been able to deliver on the sweet dream for most of its people. In the mid-1990s, the company had 14,000 employees, over 3 million distributors internationally, and global sales of $7 billion. Yet the average monthly gross income of "active" Amway representatives was less than $90.

Some multilevel marketing programs are illegal pyramid schemes. 
A focus upon new distributor recruitment in hopes of sharing in their commissions can cause multilevel marketing programs to become illegal pyramid schemes. An important legal criterion is that in pyramid schemes, most of the products become inventory in the hands of hopeful distributors instead of being bought and used by consumers. Thus, the unwitting, hopeful distributor may be victimized twice. First as one stuck with goods that have little chance of being sold, and second, as one stigmatized by having been a part of an illegal business operation.

You may unwittingly become involved in quackery. 
A master in the art of quackery could not have devised a more effective way to turn ordinary people into quacks. First, studies have consistently shown that the primary marketing route for multilevel schemes—word-of-mouth via friends, relatives and neighbors—is the most common way people come to try quack remedies. Second, using testimonials as proof of effectiveness is quackery's most common means of persuasion. A basic tenet of salesmanship is that to succeed you must believe in your product. Successful salespeople wanna-bes are told to become users so they can say "it works for me!" Third, quacks encourage the faulty validation of personal experience. Placebo effects alone are enough for a highly-motivated person to find something positive about the product. In the case of herbals, the naturally-occurring drugs that many herbs contain may give users a high, exert a tranquilizing effect, or produce some other pharmacological reaction. The drug-effect combined with the "sweet dream of financial success" cause users to make exaggerated claims for their products. Although individuals may control the extent of the claims he/she makes, it is easy to be deceived by one's lack of medical knowledge and personal zealotry. Fourth, distributors are often taught to defend the company against alleged "persecution" by the FDA or others engaged in consumer protection. This type of siege mentality is another well established attribute of quackery.
You may pay a high social price. 
Because multilevel marketing is aimed at friends, relatives and neighbors, a distributor can easily become persona non grata. In 1987 Money Magazine reported on a woman who became so aggressive that she was thrown out of a PTA meeting. It took her a year to restore her good name in the community. Before becoming involved in multilevel marketing, you should consider how much value you place upon your good name. A short-term financial gain may not be worth what it cost in long-term loss of social status.

Doctors who become distributors may be guilty of unprofessional conduct. 
Distributors who are health professionals can easily abuse the unequal doctor-patient relationship by exerting undue influence, a form of unprofessional conduct. Also, many MLM companies eventually run afoul of the law. When they do, distributors are likely to be stigmatized. In common-sense terms this is known as: "if you want to dance, you must pay the piper!" Some professional groups specifically prohibit members from selling products directly to patients. The unavoidable conflict of interest that is created by a situation in which a health care provider profits directly from a patient is obvious. Just how perverse financial self-interest can be was shown by a physician who told a Registered Dietitian that if she did not recommend the brand of vitamins that he was selling, he would no longer refer patients to her for dietary counseling. Dietary counseling was one of her primary jobs at the hospital, and a lack of patient referrals could mean loss of employment for her.

Teachers and coaches who use their positions to influence students and athletes abuse their social status.
NCAHF has received numerous complaints from parents, students, former students, and athletes whose teachers and/or coaches have attempted to recruit them as customers and/or distributors. Some teacher distributors have become so deluded that they have used parent-teacher conferences as opportunities to sell products alleging that these would improve the student's academic performance. The lack of ethics of such conduct speaks for itself. 

Dr. Jarvis, now retired, was Professor of Public Health and Preventive Medicine, School of Medicine and Public Health, Loma Linda University and President of the National Council Against Health Fraud. This article can be reprinted with proper credit. 

TYPICAL MLM MISREPRESENTATIONS 

http://www.mlmwatch.org/01General/misrepresentations.html by Jon Taylor, MBA, PhD.* Revised 1/25/08 *See pages 58, 68
Law-enforcement agencies do not require honest disclosure of essential information to MLM prospects. I have examined the compensation plans of more than 250 leading MLMs and found that virtually all hide the near-zero odds of making a profit. Here are the typical ways they exaggerate to new recruits.

Misrepresentations A great “income opportunity,” with huge incomes reported for many.

The naked truth Nearly all new recruits lose money. A few at the top of a pyramid of participants are enriched at the expense of the many downline participants, at least 99% of whom lose money.

Misrepresentations Everyone can do this and earn a good income.
The naked truth Holding up top earners as examples of what others can do is deceptive. It is unfair to sell tickets when—for nearly everyone—the ship has left the port.
Misrepresentations "Average earnings" statements on official reports may make MLM's appear highly profitable.
The naked truth Such reports are full of deceptions.
Misrepresentations Products can purchased wholesale and be resold at retail prices for a handsome profit.
The naked truth The actual retail market is likely to be small. Products are high-priced and sold primarily to recruits rather than to consumers who are outside of the distributor network.
Misrepresentations This is a legitimate business—not a pyramid scheme
The naked truth Product-based schemes are the most extreme type of pyramid scheme, with the highest loss rates approximately 99.9%— far worse than most games of chance in casinos.
Misrepresentations Work for only an hour or two a day, and build up a "residual income" that will allow you the "time freedom" to quit your job and spend more time with your family or do whatever you want.
The naked truth Recruiting MLMs are multi-level marketing programs that reward aggressive recruitment far more than direct sales of products to legitimate customers. To profit in a recruiting MLM, one must work long hours and be willing to continue to recruit to replace dropouts. One must also be willing to deceive large numbers of recruits into believing it is a legitimate income opportunity. Recruits primarily fatten upline commissions.
Misrepresentations The job market is not secure. The stock market is even shakier. MLM offers a much more secure and permanent (residual) income.
The naked truth Quite the contrary. MLM is far more risky than either the stock market or the job market. It even makes gambling look like a safe investment by comparison. Very few recruits will sell enough to generate residual income.
Misrepresentations Standard jobs are not rewarded fairly. In MLM, you can set your own standard for earnings.
The naked truth Fair? Most MLM compensation plans are weighted heavily towards those who got in early or who frantically scrambled to the top of a pyramid of participants.
Misrepresentations If not legal, the program would have been shut down long ago. MLM's have survived legal challenges. The fact that they are still around tells you they are legitimate.
The naked truth Consumer protection officials are reactive, not proactive. Since victims rarely file complaints, law enforcement seldom acts against even the worst schemes. Victims don't complain because they blame themselves, and they fear self-incrimination or consequences from or to their upline or downline.
Misrepresentations If you fail at this program, it is because you failed to properly "work the system."
The naked truth The system itself is inherently flawed, requiring an endless chain recruitment of participants as primary customers. The vast majority will always lose money.
Misrepresentations In any business, one must invest time and money to be successful.
The naked truth Committed MLM participants may continue investing thousands, and even tens of thousands of dollars, over many years before running out of money or giving up. The more invested, the greater the loss, unless you are willing to deceive enough people to rise to the top of a pyramid of victims. In legitimate companies, salespeople are not expected to stock up on inventory or subscribe to monthly purchases. But in recruiting MLM's, incentivized purchases (required to participate in commissions and/or advancement) usually turn out to be disguised or laundered investments in a pyramid scheme.
Misrepresentations MLM is the wave of the future. In fact, ours is experiencing phenomenal world-wide growth. So get in on the ground floor of this great opportunity.
The naked truth MLM'rs have been saying this for twenty years, but MLM still accounts for less than 1/2 of 1% of consumer purchases—even though MLM companies have numbered in the thousands. MLM's come and go, as do new recruits, 99.9% of whom drop out. Long-term MLM growth is a myth.
Misrepresentations Saturation never happens. Turnover, as in any business, is a reality that assures an ample supply of available prospects.
The naked truth With few real customers, MLM products are sold by recruiting a revolving door of new “distributors” who buy products to “do the business.” And since people perceive the opportunity as dwindling with each new “distributor,” market saturation requires promoters to recruit elsewhere. So MLM’s quickly evolve into Ponzi schemes that require new markets and/or new product divisions to repay earlier investors. It’s not turnover, but continuous churning of new recruits to replace dropouts.
Misrepresentations The demand for these MLM products is growing at a rapid rate. They literally sell themselves.

The naked truth The sale of products is distributor-driven, not market driven. Most products are sold to new participants to get in on this “ground floor opportunity.” 

Misrepresentations It takes time to build any business. This is not a get-rich-quick scheme, but a "get-rich-slow" program. Don’t expect instant success.

The naked truth Promoters tell recruits that their programs as a business, but defend it to authorities as a direct selling opportunity. However, in legitimate direct sales programs, salespeople earn commissions right away and don’t have to wait months or years for them to exceed expenses.

Misrepresentations Take advantage of momentum and windows of opportunity.
The naked truth This kind of appeal has been used for twenty years. In any endless chain scheme, the momentum cannot continue indefinitely, leaving those who come in later in a loss position.

Misrepresentations In this new (MLM) program, you can be the master of your destiny.
The naked truth You will be a slave to the phone, to meeting the qualifications for commissions and bonuses, and to continual pressure to recruit new participants to replace dropouts. You will also be caught in a money trap of hyper-consumption.

Misrepresentations Unlike franchises, business startups, or sales of existing businesses, you can start an MLM business with very little capital.

The naked truth MLM’s typically urge new recruits to buy products on a subscription basis, invest in sales materials, and pay for ongoing training until they run out of money or give up. 

Misrepresentations The fear of losing potential income by not recruiting aggressively is a great motivator.
The naked truth If participants understood what was happening to them, they would fear accumulating further losses by continuing to invest in the MLM. 

Misrepresentations You will belong to a great support team. In MLM, you have a whole network of people willing to help you succeed and be your friends.
The naked truth Some MLMs operate like a cult with an us vs. them mentality. Watch how quickly the team ostracizes you if you quit or discover contrary information about the legitimacy of the program.

Misrepresentations You will be offering people you care about the very best products available for promoting their health and well being.

The naked truth No matter how high the quality of the products, investment in products for which you do not have orders in hand is the hallmark of a product-based pyramid scheme.

Misrepresentations Our products are unique and consumable—perfect for repeat business.

The naked truth MLM products are typically potions and lotions. Their purported uniqueness is an attempt to conceal the fact that they are priced too high to compete in standard markets.

Misrepresentations Products are less expensive through MLM because you cut out the middleman.

The naked truth MLM creates thousands of middlemen, with few real customers outside a bloated network of distributors, agents, consultants, and demonstrators, The products are typically expensive and not priced competitively. 

Misrepresentations Build your business by duplication. Buy five of these business in a box packages now, sell them to five people, and ask each to do the same, etc. Be a product of the products by signing up for monthly shipment of these items. Soon you will be reaping huge commission checks.
The naked truth This is how recruiting MLMs earn fortunes for their top recruiters. Commissions from initial and ongoing purchases by new distributors (in hopes of profiting) is the life blood of their business. The promised rewards never come, except to those who recruit their way to the top of a pyramid of participants. Take away inducements for participant purchases and these companies would collapse like a house of cards.

Misrepresentations Our tools for success are unbeatable. Sign up for our seminars and conferences, and buy our books and tapes to assure your success in this business.

The naked truth In at least one major MLM, the tools business is a pyramid within a pyramid. Hardly anyone makes money selling products, so a lucrative source of income for those at the top is the sale of success tools to supposedly assure the success of their downline – who are in fact only further victimized when they buy these motivational items.

Misrepresentations MLM is like insurance, investing, inventing, acting, and writing in that hard work at the outset yields residual income for the rest of your life. This is done be leveraging the efforts of your downline. So you can retire early, travel, etc.

The naked truth MLM is more like gambling than legitimate residual income. It appeals to the something for nothing mentality. MLM addiction has been observed in some true believers. The large residual incomes reported are more the result of time of entry and willingness to deceive prospective recruits than of payoff for hard work. To succeed in MLM, one must leverage one’s deceptive recruiting through others who can be persuaded to do the same.

Misrepresentations Some very reputable people are involved in MLM.
The naked truth This credibility argument is used with many scams. Notables can be bought.
Misrepresentations Some MLM companies invest in very worthy (and visible) causes.
The naked truth The mafia supported local charities. If a bank robber donates some of his take to charity, does that excuse the robbery?

Misrepresentations You will be helping your friends and family by recruiting them into your downline.

The naked truth For potential personal gain, you would be exploiting those you care about the most. In other words you would be squandering your social capital.                                                          
See also:

Typical Misrepresentations Used in MLM Recruitment http://www.mlm-thetruth.com/30typicalMLMmisrepresentations.htm
Dr. Taylor is president of the Consumer Awareness Institute. He has taught college classes on entrepreneurship, ethics, and communications and founded more than 40 home businesses, focusing on sales and marketing. His experience in MLM; communications with top MLM executives, law enforcement, and thousands of inquirers; consumer advocacy; and wide-ranging research on MLM/network marketing make him a premier consultant and expert witness on chain-selling and product-based pyramid schemes. His Web site contains a wealth of material about MLM pitfalls and deceptions.
WHAT ARE THE ODDS OF PROFITING IN MLM?
http://www.mlm-thetruth.com/MLM-Odds-SnakeEyes3X by Jon M. Taylor, MBA, Ph.D. jonmtaylor@juno.com
I can answer this question with confidence, based on careful analysis* of company records. With the notable exception of those who joined at the beginning of the endless chain of recruitment, the odds of realizing ongoing significant profits (the  "residual income" promise new recruits) from the typical MLM are less than the odds of rolling the dice three times and getting snake eyes all three times!

MLM is the epitome of an unfair and deceptive practice, which the FTC is pledged (but utterly fails) to protect against. In fact, it would be difficult to conceive of a more unfair or deceptive trade practice than MLM. If gambling does not qualify as a legitimate business opportunity, neither should MLM. At least, when one gambles at a Las Vegas gambling casino, he/she is not told it is a business opportunity. And with gambling, all the players supposedly have an equal chance. With MLM, the first ones in are the winners.  (In case you were wondering, I am not with the Las Vegas Chamber of Commerce, nor am I 
promoting gambling in lieu of MLM.) 

Read more on the statistics showing the abysmal odds of success in MLM.

*The odds of profiting discussed above are based on the following:

– analysis of compensation plans of over 350 MLMs 

– reports of average incomes of distributors (in every case where data was available) 

– inclusion of ALL who sign up, not just those who remain "active" (Of course, MLM 
promoters say that dropouts should not be counted, as they were "merely joining to get the products wholesale" – even though they are way overpriced, even at wholesale)

– subtracting costs of “pay to play” or incentivized purchases necessary to qualify for commissions or for advancement in the scheme (MLM promoters claim participants would have bought them anyway – even though they - or cooperating loved ones - typically stop buying when they stop "doing the business")  

– subtracting minimal operating expenses to conduct a successful recruitment campaign (shown by experiential testing) of recruitment-driven MLMs (in which one must rise to a high level in the pay plan to get enough commissions to exceed expenses). All 350 MLMs analyzed were recruitment-driven. Read the full "5 Red Flags" report on how to identify 
a "recruiting MLM," or product-based pyramid scheme. 

NOTE: When I refer to "typical MLMs," I am referring to the 350 MLMs I have studied. 

I am leaving open the possibility that there could conceivably be retail-focused MLMs, such as in-home demonstration programs, or "party plans" in which participants could conceivably sell enough products to non-participants to exceed their total costs - and thus to realize a profit. But even then, one must analyze their whole compensation plan to determine whether or not the program is still in fact (1) recruitment driven, (2) top-weighted, and (3) with sales coming primarily from incentivized personal consumption of an endless chain of recruited participants. 

FREQUENTLY ASKED QUESTIONS AND STRAIGHT ANSWERS ABOUT MLM

http://www.mlm-thetruth.com/FAQreMLM.htm by Jon M. Taylor, Ph.D.
(MLM refers to multi-level marketing, network marketing, pyramid or chain selling, 2-ups, etc.)  

1. Are your conclusions about MLM based on research or mere opinions?

A: Fourteen years of research and worldwide feedback place these conclusions above the category of mere opinions. This research includes court records in MLM cases; financial reports from MLM companies; interviews and world wide feedback from thousands of MLM participants; analyses of compensation plans and marketing materials of over 300 MLMs; interviews with top experts and law enforcement officials; direct experience in MLM recruitment chains; and surveys of tax professionals, MLM company officials, consumers approached by MLM recruiters, and MLM customers. Information and guides drawn from this research are accessed from the home page of the web site - www.mlm-thetruth.com. 
THE BUSINESS MODEL
2. What does MLM include?

A: "MLM" is an acronym for “multi-level marketing” (a.k.a. “network marketing,” “product-based pyramid schemes,” “pyramid selling schemes,” etc.). More accurately, it is a form of chain selling, which also includes chain letters, naked or no-product pyramid schemes, 2-ups, and other schemes featuring an endless chain of participants as primary (or only) customers. For brevity, we will refer to all types of product-based pyramid schemes, MLMs, or chain selling companies that offer products and services, as "MLMs". (For more information, see Consumers Guides.) 
3. Are not all large organizations pyramids, with those at the top getting paid the most? What’s the difference between them and pyramid schemes?

A: This question shows a lack of understanding of why a pyramid scheme constitutes an unfair trade practice. It isn’t the shape of the organization that is important, but the endless chain of recruitment of participants as primary customers. MLM compensation plans require the climbing of a pyramid of participants in order to make enough money to profit to any significant degree. But unlike a corporate pyramid, in MLM and other types of pyramid schemes, virtually all of those at the bottom (the "downline") lose money (some a lot of money), where in a corporation, those at the bottom at least get a minimum wage.

Of course, there are inequalities of rewards in most business arrangements. However, in MLM, the leveraging of a downline of thousands of participants who invest and lose money - only to enrich the TOPPs (top of the pyramid of participants), creates extreme inequality. For example, a downline may average $50 a month (actually losing money after subtracting necessary purchases from the company and operating expenses), while those at the top reap thousands or even millions of dollars a month. Such extreme inequality far exceeds what could be considered a normal or equitable business arrangement. MLM’s easy money and winners-take-all appeal is more akin to a lottery than a legitimate business.

4. How can I clearly distinguish between a pyramid scheme and a legitimate sales opportunity? 

A: Many years of broad experience in the direct sales field and extensive research led to the identification of five causal and defining characteristics of a compensation plan that clearly separate exploitive MLM/pyramid/chain selling schemes from legitimate sales opportunities. These five characteristics – referred to as the "5 Red Flags" – both cause the horrendous loss rates and clearly define or distinguish between a pyramid or chain selling scheme and a legitimate income opportunity.  A detailed report on these characteristics is posted on the research page of our web site. The compensation plans of over 300 MLM programs have been tested against these 5 Red Flags of "recruiting MLMs" (those with pay plans that primarily reward the recruiting of a downline, making sales to non-network customers a comparative waste of time – which applies to nearly all MLMs). 

In the compensation plans of recruiting MLMs, we find these “Five Red Flags” (causative and defining factors):

Recruiting of participants is unlimited in an endless chain of empowered and motivated recruiters recruiting recruiters. 

Advancement in a hierarchy of multiple levels of participants (“distributors,” "associates," etc.) is achieved by recruitment, rather than by appointment. 

Ongoing purchases (company products and/or sales “tools,” "business support materials," training, etc.)  by participants are encouraged in order for them to be eligible for commissions and to advance in the business ("pay to play"). 

The company pays commissions and/or bonuses to more than four levels of participants. 

For each sale, company payout for the total of all upline participants equals or exceeds that for the person actually selling the product, creating an inadequate incentive to sell products directly and an excessive incentive to recruit new participants.  

In 100% of the MLMs where data is available, MLMs with all five of these characteristics (which is nearly all MLMs) result in losses suffered by approximately 99% of participants. The odds of profiting are far greater at gaming tables in Las Vegas. (For more complete discussions of the "5 Red Flags," read the reports linked from the MLM Consumer Guides page.)

It is true that most new MLM recruits buy a few products and services and soon drop out. The ones who lose big are those who believe the promises of MLM promoters and then work hard to make them happen – and find their participation to be a money trap. 
Whereas in a legitimate business those who invest the most in time, effort, and money can be expected to profit the most; in MLM those who invest the most, lose the most – with the notable exception of those at the top of the pyramid or who got in at the beginning of the recruitment chain, some of whom make obscene amounts of money.

One astute former MLMer stated it well: "The massive loss rates in MLM would be the same even if every participant had the talents and ambitions of Donald Trump or Warren Buffet! The loss rates are pre-determined by the scheme design and its operation."

Some MLM promoters and executives vigorously deny that they are pyramid schemes, or even MLM. They may set up rules of behavior for participants to follow (such as requirements for sales to non-participants) in order to make them appear more legitimate. Such rules have little effect if the underlying structure features a compensation plan that rewards recruitment of an endless chain of participants as primary customers. “If it looks like a duck, walks like a duck and quacks like a duck, it’s a duck. “ Likewise with MLM.

5. Aren't no-product pyramid schemes more harmful than MLMs, or product based pyramid schemes?

A. Many assume that since MLM chain sellers offer legitimate products they cause less losses than naked, no-product pyramid schemes. The facts show otherwise. Extensive research correlating the compensation plans with financial reports of leading MLMs and analyses of other classes of chain selling schemes leads to the conclusion that of all classes of pyramid/chain selling schemes, those that do the most harm are MLMs (product-based pyramid schemes) by any measure - leverage, loss rates, aggregate losses, or number of victims. In fact, statistical reports show that joining an MLM makes a bet on snake eyes in a game of craps at Caesar's Palace in Las Vegas look like a safe bet in comparison.   
One of the reasons that MLM is less profitable for participants than no-product pyramid schemes is that a sizable percentage of moneys paid into an MLM program goes to the company for products and infrastructure - facilities (often expensive), wages of workers, and salaries (often huge) of executives, and profits to founders (also often huge - called "skimming"). Conversely, in no-product schemes, all the money goes to the top of those in the pyramid of participants. As a result, the loss rate for no-product pyramid schemes is approximately 90%, whereas for product-based schemes it is about 99%. In fact, in many MLMs, approximately 99.9% of participants lose money, assuming you count all participants (not just "actives") and subtract incentivized purchases and minimal operating expenses. 

(See MLM Research, especially “5 Red Flags” report. See also MLM Statistics. Read also Robert Fitzpatrick's excellent report "The Myth of MLM Income Opportunity in Multi-level Marketing

 HYPERLINK "http://www.falseprofits.com/MythofMLMIncome.doc.pdf" ," which essentially confirms my findings.) 
6. Do not some MLM programs qualify as legitimate income opportunities?

A: After studying over 300 MLM programs, my short answer would have to be "not likely," with the possible exception of some party plans that emphasize sales to non-participants. To be legitimate and fair, an MLM would have to depart from the typical MLM model of an endless chain of recruitment of participants as primary customers - which is virtually all of them. In other words, they would actually have to retail products to non-participants and pay the bulk of their rewards to those actually doing the selling, rather than to the upline. 

To those familiar with qualified independent research, MLM (or any chain selling program) should be considered an unfair trade practice. It enriches a few at the expense of a revolving door of hapless victims who lose money – after subtracting necessary purchases and minimal operating expenses. (See MLM Research, MLM Evaluations, and MLM Statistics.)   
7. MLM critics charge that MLM leads to saturation. But how can that be when MLMs are constantly growing without ever reaching saturation?

A: MLM compensation plans reward the recruitment of an endless chain of participants into an infinitely expanding network – but in a finite marketplace. They are therefore destined to market saturation, and MLM promoters must be continually recruiting to replace a revolving door of participants who drop out at a rapid rate. MLM promoters who claim that saturation never occurs are referring to total saturation, which never would or could occur. It is absurd to assume that in a city of 100,000 people, 100,000 MLM distributors would be needed. The city may accommodate 10 or 20 distributors before the market is saturated, in that each new recruit would find it tougher and tougher to recruit more participants. So it is market saturation, not total saturation that is relevant to the analysis. To illustrate an extreme example of saturation, in a randomized survey of households in Utah County, which leads the nation in sponsorship of MLMs, there were four MLM distributors for every one customer who was not a part of the network of distributors. Is it any wonder MLMs from Utah County recruit aggressively in other areas? Of necessity, their sales are to recruits, and only rarely (if at all) to non-network customers.

So with MLM or any endless chain scheme, market saturation occurs very quickly, after which recruiters must move to other states to recruit successfully, then to other countries to find new prospects to add to the chain of buyers. In effect, the MLM then becomes a de facto Ponzi scheme, in that income from the constant churning of new recruits in new markets is needed to repay earlier recruits who invested in saturated markets. This is why MLM promoters scramble to be the first ones in to a new country when it is opened up as a new market for recruitment.

8. If MLMs are merely endless chain recruitment schemes, how do some MLMs survive for decades without collapsing?

A. Some MLM proponents argue that if it were a pyramid scheme, the programs would be destined to collapse. While this may be true for classic, no-product schemes, MLM promoters have found ways to survive and even grow. They do so by constant recruitment of new recruits to replace those dropping out, a process called churning. They move to new areas to start the process all over again - a technique that I call "re-pyramiding." So they don't collapse, but are in a state of continuous collapse - or churning through a revolving door of new recruits.
The more resourceful MLMs survive for years and even decades by doing the following:

-hugely rewarding top recruiters for constant recruitment of purchasing participants to replace those who dropped out,

-duping law enforcement, media, and consumers about the MLM's legitimacy,

-requiring ongoing (subscription) investments by participants to qualify for commissions and advancement in the pay plan,

-recycling through new markets or countries and then with new product offerings,

-feigning compliance with “retail rules” and by staying below the radar of law enforcement,
-convincing victims that failure is their “fault,” and by a host of other deceptive and creative measures. 

Thus, MLMs, or product-based pyramid schemes, are able to continue indefinitely where no-product pyramid schemes soon collapse. (See MLM Research, especially “5 Red Flags” report.)
9. If ordinary participants are not profiting from the large revenues received by the MLM company, who is?

A: Based on feedback from those who prepare tax returns of MLM participants - and on reports by the MLM companies themselves, four groups of people get the vast majority of the commissions and profits paid by MLM companies:

-the founders 

-top company officers

-participants at the beginning of the recruitment chain

-those who through long, hard work and deceptive recruiting manage to climb to a point at or near the top of a large pyramid of participants

 Approximately 99% of all other participants lose money. (See MLM Research and MLM Statistics.)
10. MLM promoters claim that most MLM participants sign up to buy products at a discount – or just sell part-time to supplement income. What's wrong with that?

A: These deceptive arguments ignore the basic reality of MLM pricing and compensation plans. MLM products are not priced competitively (often at least triple the price of similar products from standard retail outlets), so that promised income from re-selling them, except sparingly to sympathetic friends and family members, is rarely worth the time. Actual sales to customers who are not part of the network of distributors are symbolic, but seldom significant. Products are sold through an endless chain of distributors, who subscribe to a monthly quota of products in order to qualify for commissions and advancement in the scheme – the "pay-to-play" requirement. But it is extremely rare for participants to recruit enough people to buy enough products to cover minimum pay-to play-purchases and operating expenses. That is why 99% of participants lose money and qualify as victims of these deceptive endless chain schemes.
MLM participants who do actually earn enough in commissions and bonuses to exceed required purchases and minimal operating expenses must work long hours and recruit aggressively (while parroting typical misrepresentations they are taught) in order to realize any significant profits in excess of expenses. "Part-time income" from MLM is a myth, and to promise such is a misrepresentation of the facts. Success in MLM requires years of round-the-clock recruiting and a generous dose of self-deception. (See MLM Products, Consumer Guides, and MLM Research.) 
THE PEOPLE WHO PROMOTE MLM

11. Are you saying MLM promoters are crooks?

A: To those who understand the business model and its effects on participants, MLM/chain selling companies are bogus businesses that can definitely be classified as white-collar crime; i.e., money obtained by deception but without violence – by otherwise respectable people. However, it would be harsh to refer to most MLM participants as criminals. Nearly all recruits are lured by these deceptions into buying expensive products in order to “play the game.” Self-deception is common in MLM, as is group deception and even cultish behavior in typical recruitment campaigns. (See MLM Research and MLM Regulation and Law Enforcement. 
For discussion on cultish MLM behavior, go to - http://www.freedomofmind.com/resourcecenter/groups/m/mlm) 
If one looks for a villain in MLM/chain selling schemes that defraud the vast majority of participants, it is easily ascribed to the founders or promoters, most of whom (based on my communications with them) have convinced themselves that their schemes are legitimate. In my opinion, the primary villain in all chain selling is an inherently flawed system that depends on deception and self-deception to survive and spread in an endless chain of unwitting participants. I prefer to call MLM "system fraud," implying that it is the underlying system that is the villain.

12. What about the esteemed scientists and famous people who endorse the MLM products and who speak at MLM conventions? 

A: It should come as no surprise to you that if you pay a scientist or famous person enough money and tell  a convincing story, he/she will often allow his/her name to be associated with your product, no matter how questionable.

13. Some MLMs donate to worthy humanitarian causes. Would scam operators be so generous?

A: This question deserves a rhetorical question in response. If a person robs a bank and donates 5-10% of his take to charity, does that excuse him from the crime of robbery?

THE PRODUCTS

14. If MLM products really work, what is the harm in buying them?

A: Most MLM companies sell “potions and lotions” with little scientific evidence supporting their claims that they will cure or prevent nearly every disease under the sun. It is virtually impossible to convince “true believers” that MLM promoters are often the modern version of what a former vice-president of a major MLM called "snake oil peddlers". Frequently, product claims by MLM promoters have been found to be misleading, resulting in legal actions against them. 
Actually, some MLM products are very good, but the emphasis on the “great products” offered by MLMs is often merely a diversion from a flawed business model and a ruse for getting people involved in the chain of recruitment. And if you are gullible enough to be a "customer" and pay the premium prices charged by these MLMs, you are more likely to be fattening the wallets of those at the top of the MLM recruitment chain than you are to be benefiting yourself.  (See MLM Products, Consumer Guides, and MLM Research  See also http://www.mlmwatch.org/)
MLM AND LAW ENFORCEMENT

15. Isn’t MLM legal in most jurisdictions?

A: To those who understand the compensation plans, MLM has in the past been technically illegal in most jurisdictions where statutes against pyramid schemes are in place. However, MLM spokesmen and the Direct Selling Association (DSA) have used deceptive tactics and information to weaken statutes against pyramid schemes in several states and has even attempted to get protection from Congress. Unfortunately, even in jurisdictions where MLM clearly satisfies the definition of an illegal pyramid scheme or endless chain, such laws are seldom enforced. As explained below, this is due primarily to the silence of victims, who rarely file complaints. (See MLM Regulation and Law Enforcement)
And I might add – the politicians to whom MLMs give generous political contributions cooperate with the DSA to protect MLMs from laws that would otherwise provide protection for consumers. For news and information on legal cases and legislation related to MLM and other types of pyramid schemes, go to the Pyramid Scheme Alert web site.

16. If MLMs are an unfair trade practice and depend on deception  for their growth and survival, why has the FTC allowed MLM to go forward at all?

A: In 1979, the FTC was outfoxed and outgunned by Amway attorneys when an FTC judge ruled that Amway was not a pyramid scheme, provided certain “retail rules” were met. These rules have not been enforced to any significant degree, and indeed, may be unenforceable. The result has been the proliferation of MLM programs to the point that thousands of MLMs have come and gone since 1979, and several hundred remain. World wide, tens of millions of MLM victims have lost tens of billions of dollars as a result of "the great FTC blunder" – the 1979 Amway decision. However, in fairness to the FTC, if FTC prosecutors would have had the research available in 1979 that is available today, the ruling might have been entirely different. Had Amway been ruled an illegal pyramid scheme, you would not be reading this today, and millions of victims might have been spared financial loss. (See MLM Regulation and Law Enforcement.)
Incidentally, the FTC has proposed a Business Opportunity Rule that would require disclosure of key information to help prospects making decisions about participation – much like franchise disclosure requirements. The DSA and MLM promoters were able to get over 17,000 MLM participants to comment, protesting that such strict disclosure requirements would make compliance difficult and would hurt their business. They vigorously protested against disclosing average income of participants, legal actions against the company or its officers, a “cooling off” waiting period before signing on, etc. MLM companies have even hired former top officials of the FTC (including a former FTC Chairman) to act as spokespersons to write comments opposing the Business Opportunity Rule. It would be interesting to know how much these officials were paid to move from consumer protection to what some would consider fraud protection.

In addition, the DSA managed to get over 80 Congressmen to sign on to a petition to the FTC to exempt MLM from the Rule. Yielding to this extraordinary pressure, the FTC granted an exemption to the Rule in its Revised Proposed Business Opportunity Rule - claiming it could prosecute offending MLMs under Section 5 (mandating against unfair and deceptive practices). However, Section 5 has been rarely used, and prosecuting the hundreds of recruiting MLMs who are now violating Section 5 on a case-by-case basis would be impossible for such a small agency. We filed numerous comments with the FTC protesting to this abrogation if its responsibility to protect consumers and insisted the FTC abandon its plans for a Business Opportunity Rule altogether as an alternative far preferable to a Rule that would exempt the primary reason for the rule itself - the MLMs that are the primary perpetrators of business opportunity fraud resulting from  misrepresentations regarding income of participants.

It should be obvious from the above that meaningful disclosure would hurt an MLM business. If intelligent prospects were told that their chances of making a profit were virtually nil, or that 99% actually lose money, who would join? The FTC is faced with a choice between cowering to the DSA/MLM lobby or carrying out its own mission to protect consumers and promote fair trade by requiring meaningful disclosure. The latter course would do much to mitigate the harmful worldwide fallout from the original 1979 Amway decision. (Read sample comments, including my own (Go to “C” and Consumer Awareness Institute) and my rebuttals to comments by the DSA and MLM spokesmen.)
Another reason for the lack of enforcement actions against MLM companies is the lack of prosecutorial will and resources (funds, personnel, and expertise) to confront the MLM companies with their massive legal and lobbying resources. One state regulator estimated that  it would take 20 times the resources to prosecute an MLM as it would the typical case brought before it. 

17. Why are laws against pyramid schemes seldom enforced in the case of MLMs? And what explains the silence of victims?

A: Typically, in law enforcement, the squeaky wheel gets the grease. Officials respond to complaints in a reactive – not proactive – fashion. Victims in endless recruitment chains almost never file complaints. Since MLM recruits must recruit a large number of people to have any hope of earning enough in commissions to recoup their ongoing investments (including required purchases), every major victim becomes a perpetrator. Fearing self-incrimination and/or consequences from or to those they recruited (often close friends and family members) and blaming themselves for their “failure,” they simply drop out and accept their losses. Also, when law enforcement does not act, recruitment prospects assume the MLM is legitimate. No law enforcement, no complaints. No complaints, no law enforcement.
MLM may be the most successful con game of all time. Many of the very people who are out recruiting to extend the endless chain of participants (their "downline") are themselves victims until they run out of money and drop out of the chain. And since victims in endless chains almost never file complaints, law enforcement seldom acts. So the game goes on, extending the chain of recruitment from state to state and from country to country – then starting the cycle of recruitment all over again with new products, aliases, or divisions – as Amway (Alticore) has done with Quixtar and Nu Skin has done with IDN, Big Planet, Pharmanex, and PhotoMax. (See MLM Regulation and Law Enforcement)
For a unique perspective on why MLMs manage to escape prosecution even while defrauding thousands of victims, read "The Parable of the Missing Children." 
MLM/DSA – AND CREDIBILITY WITH THE MEDIA, THE FINANCIAL MARKETS, THE BBB, AND ACADEMIA

18. Has not the DSA produced statistics to prove the efficacy and acceptance of MLM companies as legitimate businesses?

A: The Direct Selling Association (DSA which has been virtually taken over by MLM member companies) deceives law enforcement, the media, and the public by citing misleading statistics from surveys lumping MLM/chain selling in with legitimate direct selling. If their surveys on participant satisfaction, profitability, etc. were to include only MLM/chain sellers – and all MLM participants who were recruited within a given year, including dropouts – the statistics would be vastly different – certainly not so rosy. (See DSA)
19. The stocks of some MLMs are publicly traded and given favorable reviews in business publications. Doesn’t that prove they are legitimate? 

A: Unfortunately, this is an indictment of the shallow research and analyses of financial writers and the media who fall for the phony claims of the MLM industry. MLM is a pseudo-business without a significant base of legitimate customers (most buyers are recruits). And it is totally dependent on a network of thousands of distributors, 99% of whom are losing money. But MLM promoters have duped analysts and the media into believing they are legitimate – and even that the stocks of publicly traded MLMs are good investments. MLM is the Enron of the little guy.

It has been reported to us that the SBA (Small Business Administration) refuses to finance any enterprise characterized as MLM (SBA 2006).  And the SBDC (Small Business Development Corporation) refuses to counsel anyone involved with MLM, since many small business consultants do not consider MLMs legitimate entrepreneurial ventures. A banker told me that bankers will not loan money to finance MLM participation - and will require a large down payment on a home loan if they know that the borrower is depending on MLM for income.

20. Can consumers get good advice regarding MLM from their local Better Business Bureau?

Unfortunately, the usual recommendation to "check it out with your local Better Business Bureau" seldom works with inquiries about MLMs. Most BBBs merely report unsatisfied complaints against companies. And since so few victims ever register complaints, BBB's often give a "clean" report for even the most egregious MLM/chain selling schemes. 

21. So are MLM promoters lying to the public, the media, and to law enforcement?

A: MLM is dependent on a complex web of deceptions. In fact, the success of typically every MLM recruitment campaign depends on at least 30 misrepresentations of products and or the business itself. (See "30 Typical MLM Misrepresentations.")  MLM spokespersons have duped many in the public, the media, and law enforcement into believing MLM is a legitimate business. Based on careful analysis of MLM company financial reports, it is no more appropriate to refer to MLM as a legitimate business opportunity than it is to post “Business Opportunity” above the slot machines in Las Vegas.

The DSA and MLM company spokespersons constantly beat the drumbeat of legitimacy. However, many savvy consumers sense something terribly amiss about MLM – or have known many MLM victims, which accounts for the unsavory reputation MLM has in the minds of many. (See MLM Products, MLM Research, and MLM Regulation and Law Enforcement.)
22. Where is academia in the debate over the legitimacy of MLM?

A: Academia has not weighed in on this issue to the extent that one would expect. University officials and instructors are typically not activists and do not see themselves as having the responsibility to determine the legitimacy or legality of alleged scams. Unfortunately, some colleges who receive large donations from MLM companies have actually taught MLM as a legitimate business model and have allowed industry representatives to serve on academic boards.

In isolated instances, some professors speak out and write about the abuses inherent in the MLM field. However, since MLM has become such a major phenomenon among many countries in the world, more serious study of the effects of MLM participation could well be undertaken. But to be objective, such research should be financed from independent sources and not from MLM companies or the DSA. 

CONSUMER WARNINGS AND GUIDES

23.  So where can a consumer go to get reliable information about MLM? 

A. The answer demonstrates the democratic power of the Internet. Reliable information on MLM is seldom available from government, media, academic, or Better Business Bureau resources. Currently, the only source of rigorous, well-researched, and independent information on MLM is the Internet. A small group of dedicated consumer advocates and researchers donate their time and resources to post news, research data, and analytical reports on independent web sites – financed by them and not by MLM companies or public funds. These consumer-oriented sites stand in sharp contrast to the DSA’s web site and to a plethora of web sites sponsored by MLM companies, which of course promote MLM as a legitimate business model – though for those who are informed, it clearly is not.
The FTC and state AG offices and consumer protection agencies typically give warnings but are careful not to go so far as to condemn MLM programs with legitimate products. Some even go so far as to state that multi-level marketing is a legitimate form of business enterprise and that there is a real difference between an illegal pyramid scheme and multi-level or network marketing. Assuming officials were working with correct information (including recent independent research) and were not beholden in any way to the DSA or MLM industry, they would likely take a more negative position. Even in states with pyramid scheme laws weakened by the DSA, MLM is an unfair trade practice and does not deserve the imprimatur of legitimacy. It may be legal in those states, but it is neither honest nor equitable. 

For an annotated list of recommended links to sites that provide accurate and independent (not misleading) information on MLM, go to “Annotated List of Recommended web sites on MLM/Network Marketing
24. What can consumers do to protect themselves from MLM scams?

A: Avoid any scheme where recruitment occurs in an endless chain of participants, regardless of product or income claims – whether the scheme is called MLM (multi-level marketing), network marketing, consumer direct marketing, 2-up, etc. Buy from reputable and established retail or legitimate (non-MLM) direct selling channels. And be suspicious of any opportunity that comes knocking (by a recruiter). Normally, you must search out the good opportunities for yourself. If uncertain about an MLM that you are considering, run its compensation plan through my 5-step Do-it-yourself Evaluation program. (See also  Consumer Guides and “1,357 Ways to Earn a LOT More Mony than in MLM/Network Marketing.”)
25. But if MLMs are not legitimate home businesses, what can  a person do for income working from home?

A: There are literally thousands of legitimate income opportunities outside of the standard job market. Read the report and check out the links in “1,357 Ways to Earn a LOT More Money than in MLM/Network Marketing.”

SUMMARY

MLM (multi-level marketing, network marketing, chain selling, product-based pyramid schemes, etc.) is a system that depends upon recruitment of an endless chain of new distributors to replace a continuously collapsing base of new participants in a pyramid of recruits. As such, it constitutes an endless chain scheme of marketing by recruitment of distributors as primary customers. It is a pseudo-business with no significant customer base and is dependent on a large network of distributors, approximately 99% of whom lose money from investing in products and services (including “success tools”) offered by the sponsoring MLM company - as well as normal operating expenses. The extremely high loss rate and aggregate losses make recruiting MLM’s, or product-based pyramid schemes, the worst of all types of pyramid schemes.

Thus, recruiting MLM’s are inherently flawed systems that promise ongoing residual income, but deliver very little except financial loss at the least, and loss of treasured relationships and values of honesty and integrity at the worst. They maintain themselves by continuous recruitment of new recruits, as investing participants give up or run out of funds and leave the system, seldom understanding what happened to them – even blaming themselves for their “failure.” Victims of MLM programs are seldom aware enough to file complaints with authorities and often fear consequences from or to those they recruited, so law enforcement rarely takes action. 

To be successful in a recruiting MLM, one must first be deceived, then maintain a high level of self-deception, and finally go about deceiving others. They must also be in a state of denial about the losses suffered by the "downline" they recruited. Some would label this "theft by deception," except that few of those doing the deceiving are aware that they are deceiving and defrauding those they are recruiting.  They may even put on a display of being "successful" by buying expensive cars and homes and inviting others to be like them. The SYSTEM is the culprit.    

Read about MLM as a flawed business model and the need to protect consumers with meaningful disclosure such as the FTC outlined in their proposal for a new Business Opportunity Rule. Of course, the DSA is doing everything it can to gain an exemption for MLMs as "direct sellers."

This information is also reported in a brief and simplified summary of key points that can be easily translated into a foreign language.

Please refer five people to this report and web site, and ask each of them to tell five more, suggesting that each of them tell still five more, etc., etc. –  ad infinitum. You just might start an endless chain of truth-telling.

SOME SHOCKING STATISTICS. COMPARING RECRUITING MLM’s WITH NO-PRODUCT PYRAMID SCHEMES, AND WITH GAMBLING
http://www.mlm-thetruth.com/ShockingMLMstats by Jon M. Taylor, Ph.D., President, Consumer Awareness Institute
IMPORTANT: The estimates below are based on our careful analysis of reports published by the MLM companies themselves. These extraordinary loss rates were derived by removing typical deceptions from the reporting of these MLM’s. Before forming your own conclusions, you are urged to perform your own research and calculations based on actual company data, which all MLM companies should provide for prospects. This is explained on the page to entitled “How can the odds of success in an MLM program be calculated?”
The odds of profiting by investing in a clearly illegal no-product pyramid scheme** (with all winners re-investing) is approximately – 

- 667 times as great as the odds of profiting after enrolling as an Amway/Quixtar “distributor”

- 111 times as great as the odds of profiting after enrolling as a Nu Skin “distributor”

- 69 times as great as the odds of profiting after enrolling as a Melaleuca “distributor
The odds of winning from a single spin of the wheel in a game of roulette in Las Vegas*** is approximately – 

- 286 times as great as the odds of profiting after enrolling as an Amway/Quixtar “distributor”

- 48 times as great as the odds of profiting after enrolling as a Nu Skin “distributor”

- 22 times as great as the odds of profiting after enrolling as a Melaleuca “distributor”

Similarly, the odds of winning with a single bet on snake eyes in a game of craps in Las Vegas are far greater than the odds of profiting from any of these MLM programs. 

CONCLUSIONS:
Contrary to popular belief, the worst pyramid schemes are product-based – or recruiting MLMs*, such as the ones listed above.  One can do far better gambling in Las Vegas. We're not promoting gambling - just fair trade practices, as manifested in legitimate business opportunities (as opposed to phony MLM chain selling schemes, or product-based pyramid schemes).

1 A “recruiting MLM” is a multi-level marketing (MLM) program that uses a compensation plan that allocates the majority of its payout to participants to those who recruit a large downline of participants, rather than to front-line sales persons for sales to persons not participating in the scheme. I have analyzed the compensation plans of over 300 MLM’s, all of which were found to be recruiting MLM’s, in which participants must aggressively recruit a large downline to profit significantly. Based on available data from the companies themselves, the loss rate for recruiting MLM’s is approximately 99.9%; i.e., 99.9% of ALL participants lose money after subtracting all expenses, including purchases from the company. Read about the “5 Red Flags” in the compensation plan that signal it is a recruiting MLM.

2 The odds of profiting from a classic 1-2-4-8 no-product pyramid scheme increases from 6.7% to 12.5% for those who drop out after completion of a pyramid cycle; i.e., without reinvesting in a new pyramid. For references and public records used as bases for these calculations, see the author’s research reports, including “5 Red Flags of a Recruiting MLM, or Product-based Pyramid Scheme,” and “Which Does the Greater Harm?” which is available on the web site listed below.

3 Gambling statistics were obtained from Caesar’s Palace in Las Vegas, April 6, 2001.  

MLM COMPANY    Approx. percentage of recruiting MLM participants who     Approx. percentage who realize

                             LOSE MONEY 4 (spend more than they receive)                    a profit4 after all expenses 

AMWAY/QUIXTAR           99.99%                                                                                  0.01% 

RENAISSANCE (RTTP)     99.98%                                                                                  0.02% 

NIKKEN                           99.98%                                                                                  0.02% 

SYMMETRY                       99.96%                                                                                  0.04% 

CYBERWIZE                      99.94%                                                                                  0.06% 

NU SKIN/PHARMANEX/BIG PLANET/ETC.  99.94%                                                      0.06% 

TELCOM CO.                     99.92%                                                                                  0.08% 

ARBONNE                          99.92%                                                                                   0.08% 

RELIV                                 99.90%                                                                                   0.10% 

MELALEUCA                       99.87%                                                                                   0.13% 

FREE LIFE                          99.69%                                                                                    0.31% 

HERBALIFE                        99.42%                                                                                    0.58%
4 The estimates are based on our careful analysis of reports published by the MLM companies themselves. 
These extraordinary loss rates were derived by removing three sources of deception from the reporting of these MLM’s: 
     (1) the practice of not counting ALL who signed on as distributors (agents, consultants, etc.) in the population of recruits who attempted to make the program work for them, but instead counting only those still “active;” i.e.,  deleting all dropouts in the calculation, 
     (2) not subtracting expenses, especially products and services purchased from the company to qualify for commissions, plus minimal operating expenses, and 
     (3) assuming legitimate sales of products (to customers not in the  network) that did not occur.

Here is another way of predicting the

 HYPERLINK "http://www.mlm-thetruth.com/MLM-Odds-SnakeEyes3X"  odds of earning any significant profits for those signing up in an MLM program.
You may also want to read how Jon Taylor discovered the abysmal loss rate of MLM.
LINKS TO INFORMATION ON MLMs IN GENERAL
TRUTH ON MLM OR NETWORK MARKETING http://www.mlm-thetruth.com/ 

Research, advocacy, and education on MLM or network marketing, prepared over fifteen years by Dr. Jon M. Taylor, President, Consumer Awareness Institute
You came to the right place for authoritative answers to your questions and reliable guidance in making decisions about MLM participation and/or help with recovery. This information is based on the most extensive research ever done on MLM compensation plans and profitability, on distinguishing characteristics separating legitimate direct selling from pyramid or chain selling, and on the deceptions used to sell product-based pyramid schemes. Some of the features (referred to on this page) that you may find helpful include:

- A do-it-yourself 5-step quiz to evaluate any MLM http://www.mlm-thetruth.com/mlm_evaluations 
- 1,357 Ways YOU Can Make more Money than in MLM/Network Marketing (at least a profit)
http://www.mlm-thetruth.com/1357WaysMakeMoreMoneythanMLM
- Expert witness resources for legal cases related to MLM
- Translations of reports on MLM into foreign languages
- Important new reports and developments reported on this web site →
- Consumer guides for deciding about MLM participation, average earnings, red flags to watch for, income tracker, actions victims can take, & more →
- Research backing up the startling conclusions on this web site (below) →
- Special markets, such as world markets and religious groups affected (below) →
Dr. Jon M. Taylor (MBA, PhD) has founded over 40 home businesses, focusing on sales and marketing, and consulted on many others. He has taught college classes on entrepreneurship, ethics, management, and personal finance. Also, his experience in MLM; communications with top MLM executives, law enforcement, and thousands of inquirers; consumer advocacy; and wide-ranging research on MLM - network marketing make him the premier consultant and expert witness on all forms of MLM, pyramid/chain selling, and product-based pyramid schemes.
Consumer Awareness Institute 
Our mission is to seek and share the truth about MLM (endless chain or pyramid selling schemes), through research, analysis, and feedback from participants who do real world market testing. Our numerous research studies and reports are posted on this web site, which has received visitors from over 140 countries. Our evaluations of over 350 MLMs and of their profitability has guided thousands of consumers to make better decisions regarding home income opportunities.

We have responded to thousands of inquiries from all parts of the world. We have also worked to discourage unwise legislation that would weaken laws against pyramid schemes – and to encourage 2nd and 3rd world nations to enact laws to protect consumers from the worst schemes coming from supposedly enlightened industrialized nations. In conducting his research, Dr. Taylor did not act alone, but consulted with top experts from government, MLM firms and the “direct selling” industry, universities, and non-profit consumer advocacy groups.
Download free e-book: "FIVE RED FLAGS" explains how one can recognize MLMs that are a losing proposition – except for founders and those at or near the top of the pyramid of participants. (44 pages, 2008 edition).

Beware of 5 Red Flags - Summary Report
MLM Income (profit or loss) TRACKER
Summary of Key Conclusions, Based on Over 350 MLMs and 15 Years Worldwide Feedback 

Actions Victims Can Take
12 Steps to Deprogram & Rehabilitate Victims
Other consumer guides to help protect against losses, including 12 Tests for Evaluating an MLM
Podcast of Jon Taylor on MLM - Interviewed by Rob McNealy, Startup Story Radio
The Downline - a documentary about MLM recruitment

Humor & Satire, -- "How to Start a Pyramid Scheme & Get away with it," "Parable of the Missing Children," Cartoons
MLMs Smoking Guns: Some critics say MLM as a business model is flawed, uneconomic, and fraudulent - and extremely viral and predatory. MLM promoters say this is hogwash. Compelling evidence resolves this issue.
Taxes Tell Who's Profiting – not new recruits

High Cost of MLM Products
Revealing MLM Statistics: Average Earnings of MLM Participants – or - as the case may be - average losses. 
Pay Plans Analyzed – List of over 350 MLMs we have analyzed

MLM as a flawed business model - If so, why?

OVER 350 MLMs EVALUATED 

Below are a few samples of MLMs evaluated by Dr. Taylor:

ACN  Agel  AmeriSciences  Amway - Quixtar  Arbonne  Avon  Herbalife  Mary Kay  Melaleuca  Nu Skin - Big Planet -
Pharmanex  PrePaid Legal  Team National  Tupperware  USANA   Xango
See the full list of over 350 MLMs evaluated to the date recorded. [February 18, 2010]
[See the web page for the links to various articles and reports- Michael]
MLM WATCH http://www.mlmwatch.org/ 

[Larger source: Pseudoscience and Quackery http://pseudoscience-and-quackery-swicki.eurekster.com/MLM/ ] 
MLM Watch Exposes pyramid schemes get-rich hype and dubious product claims. Authored by Stephen Barrett, M.D. of Quackwatch. [See page 54 The Aqua Detox Scam by Stephen Barrett, and also page 84, of my article BIOCONNED…]

The Skeptical Guide to Multilevel Marketing Operated by Stephen Barrett, MD
Accurate information about multilevel marketing is not easy to get. Few publishers, editors, and broadcasters are willing to examine this topic in depth. Most reports reaching the public express what the companies and individual distributors would like people to believe. Nearly all MLM companies selling health-related products exaggerate their value, and the vast majority of people who become distributors do not make significant income.

About MLM Watch 
Mission Statement (updated 1/25/08) 

About Dr. Barrett (updated 1/21/08) 

Frequently Asked Questions (updated 7/1/06) 

Legal Advisory Board (10 members, updated 7/27/05) 
How to Contact Us 

Publications for Sale (link to Quackwatch) 

General Articles 
The FTC's Consumer Alert Is Not Strong Enough (posted 1/25/08) 

Appropriate Use of Dietary Supplements (link to Quackwatch) 

Sale of Non-Health-Related Goods from Physicians' Offices (posted 7/14/99) 

Investigative Reports
2Xtreme: Better Business Bureau Warning (posted 7/1/99) 

Cell Tech (link to Quackwatch) 

Coral Calcium and Robert Barefoot (link to Quackwatch) 

Don Lapre, Doug Grant, and "The Greatest Vitamin in the World" (link to Quackwatch) 

Energetix Magnetic Jewelry: Can It Help Your Health? (posted 7/1/06) 

Eniva's "PDR" Hype Debunked (updated 3/7/08) 

Herbalife International (updated 4/12/02) 

Ideal Health's Privatest (link to quackwatch) 

Mannatech (updated 8/21/08) 

National Safety Associates (Juice Plus+) (updated 1/29/06) 

Questionable Research by the Juice Plus Children's Research Foundation (posted 4/3/04) 

NuGenix (link to Quackwatch) 

Rexall Showcase International (updated 4/02/01) 

Seasilver (link to Quackwatch) 

Starlight International (link to another site) 

StemTech's Dubious Claims (posted 11/18/05) 

United Sciences of America (revised 9/19/99) 

Young Living (link to Quackwatch) 

Victim Reports

Becoming Wealthy with MLM: A Myth (posted 7/3/06) Nikken: http://www.mlmwatch.org/04C/Nikken/letter.html 
Ripped off by Herbalife (posted 2/14/04) Herbalife: http://www.mlmwatch.org/13Victims/fox.html 
Unethical Selling by a Doctor (posted 10/18/99) Wellness International Network (WIN): http://www.mlmwatch.org/01General/cummiskey.html 
Complaints to FTC about Herbalife (link to FTC report) 

Complaints to FTC about Quixtar (link to FTC report) 

Legal Issues

Amerisciences Sued for Refunds (revised 1/14/08) 

Cell Tech Loses False Advertising Suit (posted 7/25/03) 

Class Action Suits: Plaintiffs Wanted! (posted 9/19/99) 

Comments Needed on the FTC's Proposed Business Opportunity Rule (posted 6/29/06) FEATURE 
Food, Drug, and Cosmetic Act: Relevant Portions (to be posted) 

Class Action Suit Filed against FreeLife and Earl Mindell (posted 9/8/09) 

FTC Guide to Dietary Supplement Advertising Claims (posted 5/27/99) 

FTC Petition to Require Full Financial Disclosure [HTML] [PDF] (posted 8/6/02) FEATURE 

Herbalife Lawsuits (link to archive of another site) 

Omnitrition/Pyramid Scheme Case (link to another site) 

Quixtar Sued for Alleged Fraud and Racketeering (posted 2/15/07) 

Rexall Sued for Cellasene Fraud (posted 4/2/01) 

Government Enforcement Actions

4Life Research (link to FDA warning letter) 

Advantage Neutraceuticals (FDA warning letter) 

Alliance USA (The Chemins Co.) (posted 10/15/02) 

Alpine Industries Ordered to Stop Unsubstantiated Claims for Ozone Generators (updated 5/27/01) 

American Image Marketing (1988) 

Amway Corporation (1979 and 1986

 HYPERLINK "http://www.mlmlaw.com/library/cases/mlm/ftc/amway.htm" ) (links to FTC reports) 

Bodywise International (1995) and 2005 

Cell Tech International (link to 2002 FDA courtesy letter) 

Dynamic Essentials (link to FDA news release) 

E Excel (link to 2000 FDA warning letter) 

E'OLA International (link to FDA report) 

Equinox International (posted 8/11/99) 

ForMor International (posted 6/17/01) 

FutureNet (link to FTC report) 

Gano Excel (link to FDA warning letter) 
Herbalife International (posted 11/12/99) 

Infinity2 (link to FTC report) 

Kaire International (link to Quackwatch) 

K.C. Laboratories (Blue-Green Manna, 1986) (posted 2/6/02) 

Legacy for Life (link to FDA warning letter) 

Mannatech (posted 10/18/00) 

Market America (link to Casewatch) 

MonaVie (link to 2007 FDA warning letter) 

Morinda (Tahitian Noni) (link to Quackwatch) 

Nanci Corporation (link to FTC report) 

Neways International (posted 8/5/04) 

Nu Skin (1993 and 1997) (links to FTC reports) 

Nature's Sunshine (link to 2001 FDA warning letter) 

New Vision International (1998) (posted 3/15/99) 

Oasis Wellness Network (updated 7/1/01) 

Oxyfresh Worldwide (2000) (posted 9/5/00) 

Quest IV Health Products (1999) (updated 6/20/01) 

Reliv International (1998) FDA warning letter (1998) FDA warning letter (2001) 

Seasilver USA (link to 2002 FDA warning letter) 

Streamline International Link to FTC complaint Settlement with Robert Waitkus 

Sunrider Corporation (1998) (posted 7/21/99) 

Trek Alliance (2003) (link to FTC report) 

TrendMark International (1998) (link to FTC report) 

Trek Alliance (2002) (link to FTC report) 

Unither Pharma (HeartBar) (link to FTC report) 

Venegas, Inc., (1997) (link to FTC report) 

Links to MLM Industry Web Sites

MLM Company Headquarters Sites (updated 6/17/01) 

MLM Suppliers (updated 11/4/03) 

Publicly Held MLM Companies (updated 12/3199) 

Sites operated by MLM critics

Amway: The Untold Story 

Amway/Quixtar/Alticor Business Analysis 

AMwayQUIXtar.info 

An Insider's Perspective 

Dean & Laura Van Druff 

False Profits 
Merchants of Deception (free book about alleged Amway/Quixtar fraud) 

MLM Survivors Homepage 

MLM-the truth: (investigations by Jon M. Taylor, Ph.D. 

MLM Watchdog 

Quackwatch 

Ross Institute: Information about Amway, Herbalife, and Trek Alliance 

MLM Suppliers (updated 11/4/03) 

Warnings About Pyramid Schemes, Chain Letters, and Other Questionable Plans 

Acid Test: "Make money online" scams and hoaxes 

Donald Watrous's Chain Letters Page 

Federal Trade Commission (brief report) 

Federal Trade Commission (detailed report) 

Global Prosperity Scam 

Industry Canada - Competition Bureau 

Matrix Watch 

Mediamoogle.com: Discusses Pre-Paid Legal 

Pyramid Scheme Alert 

U.S. Postal Inspection Service 

MLM BY SKEPDIC.COM http://skepdic.com/mlm.html
EVALUATIONS of MLM or Network Marketing Companies, Based on the "5 Red Flags" of a Recruiting MLM
Buyers and Sellers Alike Need to Beware of Multilevel-Marketed Health Products by William T. Jarvis, Ph.D.
Mary Kay Survivors Club
Mary Kay Support Group
MLM Alerts! on the Net 

WORLD WIDE SCAMS http://worldwidescam.info/  
Larger source: http://mlmcrimealert.blogspot.com/2008/02/100000-crore-scam-by-mlm-companies.html: 

You would be amazed at the products that get sold through MLMs. Laundry Rings, Breast Enhancers, Human Growth Hormone products -- you'll find it talked about here. These products make Amway look benign by comparison (after all, it's JUST soap), and show the cancer that MLM is.
IN PURSUIT OF THE ALMIGHTY DOLLAR – DATELINE INVESTIGATION: INSIDE STORY OF BUSINESS THAT ATTRACTS PEOPLE WITH PROMISE OF EASY MONEY by Chris Hansen 
http://www.msnbc.msn.com/id/4375477/ 
WHAT MAKES A LEGAL MLM? http://mlmatty.com/legality.html 

Larger source: http://mlmcrimealert.blogspot.com/2008/02/100000-crore-scam-by-mlm-companies.html: 

One man's opinion on what makes for a legal MLM. According to him, it's the ability to make money off selling the product itself. He even states that pushing sponsoring in the place of retail sales is dangerously close to illegal.
MLMs QUESTIONABLE LEGALITY. FALSE PROFITS http://www.falseprofits.com/FSLegalityPg.html: 

Larger source: http://mlmcrimealert.blogspot.com/2008/02/100000-crore-scam-by-mlm-companies.html: 

A very good set of pages on what defines a Legal MLM, recent court cases and their possible effects on this definition, and the parallel with Penny Stocks during the 1980's. Includes commentary on Amway's now infamous "Rule of Ten." Also check out the book False Profits.
The Omnitrition Case: The New Legal Standard


 HYPERLINK "http://www.falseprofits.com/Seventypercent.html" \t "frame4326832" 70% Rule Amway's "Rule of 10"


 HYPERLINK "http://www.falseprofits.com/FTCadvice.html" \t "frame4326832" FTC Warning


 HYPERLINK "http://www.falseprofits.com/PennyStocks.html" \t "frame4326832" The Penny Stock Parallel
PYRAMID SCHEMES

FTC - On Pyramid Schemes http://www.ftc.gov/speeches/other/dvimf16.shtm
FTC vs. Amway, 1979 Court Ruling FTC vs Amway, 1979 Court Ruling 

Legal Principles of Multilevel Marketing Legal Principles of Multilevel Marketing
The 1979 ruling that defined what separated Multi-Level Marketing companies from Pyramid Schemes. 
Pointed to by many in the MLM movement as legal justification for their existence, this ruling seems to be what's bringing many of these companies down.
HOW TO IDENTIFY A PRODUCT-BASED PYRAMID SCHEME ("RECRUITING MLM") http://www.mlmwatch.org/01General/recruiting.html © 2003, by Jon M. Taylor, PhD 
Multilevel companies that are based on profits from recruiting rather than retailing should be regarded as pyramid schemes or "recruiting MLMs." This article describes five ways to distinguish them from "retail MLMs" in which the company pays generously for retailing products without recruiting a large downline. "Recruiting MLMs" typically display five features:

1. Recruiting of participants is unlimited in an endless chain of recruiters recruiting recruiters.

Ask whether unlimited recruiting is allowed. When a given market is saturated, and the program must move on to another location or introduce new products or divisions to continue, the opportunity for each new person to make money becomes less and less as the programs expands.

2. Advancement in a hierarchy of multiple levels of "distributors" is achieved by recruitment, rather than by appointment.

Ask whether participating "distributors" advance their position (and potential income) in a hierarchy of multiple levels of "distributors" by recruiting other "distributors" who in turn advance by recruiting distributors under them, etc.? If so, the result is self-appointment through recruitment to ascending payout levels in the distributor hierarchy. If the only way a person can profit significantly in the scheme is through recruiting to advance to higher payout levels (or to buy another's downline), this strongly indicates a pyramid scheme.

3."Pay to play" requirements are satisfied by ongoing "incentivized purchases." These are purchases of goods and services that are required to participate in commissions or to ascend in the distributor hierarchy. If they are required to participate in the "business opportunity," then whether they are used, sold, given away, or stored is irrelevant. They should be considered a cost of doing business.

Ask whether prospective "distributors" are encouraged to make sizable investments ("front loading") in "incentivized purchases" in order to take advantage of the "business opportunity" and later to continue qualifying for advancement or higher payout in overrides (commissions and bonuses). This practice, can result in large losses if the products cannot be resold. Also be wary of plans that require minimum periodic purchases ("pay to play") to qualify for commissions or advancement. Do not sign up for continuing product purchases on auto-ship through an automatic bank draft or credit card, rather than making occasional purchases as needed. Such purchase requirements may be disguised investments in a product-based pyramid scheme or a clever attempt to disguise pyramid investments as product purchases.
4. The company offers commissions and/or bonuses to more than five levels of "distributors."

Ask whether the company pay overrides to distributors in a hierarchy of more levels than are functionally justifiable. Even in major corporations, the entire world marketplace can be covered in five levels of sales management ​- branch, district, regional, national, and international sales managers. Paying commissions and bonuses on more than five levels in an MLM program primarily enriches those at the top at the expense of those at the bottom. You would be wise to avoid any program that pays overrides on more than five levels. Breakaway compensation systems are particularly exploitive, as payments are on a hierarchy of "breakaway" organizations of whole groups of participants, not just individuals -- creating an extraordinarily high loss rate, except for those at the top of a "mega-pyramid of pyramids."

5. Company payout per sale for each upline participant equals or exceeds that for the person selling the product, creating inadequate incentive to retail and excessive incentive to recruit -- and an extreme concentration of income at the top.

Ask whether a "distributor" purchasing products "for resale" would receive about the same total payout (in commissions, bonuses, etc.) from the MLM company as participants several levels above who had nothing to do with the sale. If so, the company's payments to the person retailing the product would be pitifully small, while those at the top of the upline can compound the small commission per sale by the sales of hundreds or even thousands of downline distributors. This is great for the upline leaders but lousy for those attempting retail sales. Avoid any MLM company that pays less than half of all distributor payout to the person actually selling the products to outside customers.

Never accept income projections of retail sales at full retail prices, especially for products that are overpriced and not competitive in the marketplace. Also be wary if you are asked to choose between two options or "tracks" -- one for those who want to "retail" the products and another track for those who are serious about "building the business." This sales pitch usually indicates that the incentives are heavily weighted towards recruiting

Where valid data are available, recent research has demonstrated that when all five of these red flags are found in an MLM, the percentage of participants who lose money is 99.9% -- even worse than the loss rates for typical no-product pyramid schemes and for games of chance in Las Vegas.

Dr. Taylor is president of the Consumer Awareness Institute and a director of Pyramid Scheme Alert. Additional information is available from Dr. Taylor and the Pyramid Scheme Alert Web site.

LINKS TO PYRAMID SCHEMES http://www.mlmwatchdog.com/Library.html  
Cash2Infinity / Sunrise Gifting both Pyramid Schemes http://www.mlmwatchdog.com/RC_Gifting2.html 
NEW CLONE GIFTING SCAM BAM!! - If Things Get Too Hot - Change the Name and Website and start another Pyramid Scheme!

Damsels In Distress - Gifting Pyramid Scheme http://www.watchdog.com/RC_DamselGift.html 
Gifting Pyramid Schemes! Women Helping Women Gifting Club Illegal Pyramid! GIFTING SCAM ARRESTS

Gifting - Raids on Pyramid Schemes and warnings http://www.mlmwatchdog.com/RC_Gifting.html
GIFTING -- PURE PYRAMID SCHEMES - WOMEN HELPING WOMEN RAIDED! Maine, Wisconsin, To California!

Gifting Clubs - Research / Resource Links www.mlmwatchdog.com/Resources_Gifting.html 
ILLEGAL PYRAMID SCHEMES - LINKS TO RESEARCH GIFTING PROGRAMS

Haiti -Alabama Pyramid Ponzis http://www.mlmwatchdog.com/RC_Haiti.html 
Lesson to be learned; If It looks to Good To Be True It Is!

Handful of Pyramid Scams (Golden Web, Money Cube, Direct Infinity, GMT=GET MOVING TODAY, Load Your Wallet Pyramid, Free Store Club, Money4U) http://www.mlmwatchdog.com/RC_HandfulScams.html
Holiday Pyramid Scheme Scams http://www.mlmwatchdog.com/RC_HolidayScam.html
HOLIDAY SCAM TAKES $8 MILLION

HR1220 - Proposed Law -Stops Pyramid Schemes - Define Good MLM Companies

http://www.mlmwatchdog.com/RC_HR1220.html
PROPOSED LAW TO STOP PYRAMID SCHEMES AND DEFINE GOOD MLM COMPANIES

http://www.mlmwatchdog.com/RC_HR1220_RiverWalk.html
PROPOSED LAW TO STOP PYRAMID SCHEMES AND DEFINE GOOD MLM COMPANIES

Recruiting Claims - part of Pyramid laws http://www.mlmwatchdog.com/RC_RecruitClaims.html
Illegal Earnings Claims are part of Pyramid Scheme laws and can get you shut down! http://www.mlmwatchdog.com/RC_IllegalEarnings.html ILLEGAL EARNINGS!  - Earning Claims Can Make Your Company An Illegal Pyramid! HOW A SCUMBAG SPAMMER TELLS A LIE AND WILL GET YOUR COMPANY SHUT DOWN!

Loser companies and lies... Not Pyramid Schemes just losers! http://www.mlmwatchdog.com/RC_Loser.html
When Picking a Company "The Top Hype" or "How to Tell a Loser!"

Meridian Pyramid Plan http://www.mlmwatchdog.com/RC_Scams.html
Never Work - failures not necessary Pyramid Schemes http://www.mlmwatchdog.com/RC_NeverWork.html
MLM Programs That NEVER Work!! MLM Downline Clubs

Pyramid Schemes http://skepdic.com/pyramid.html
Pyramid Scheme Alert http://www.pyramidschemealert.org/
Another site dedicated to reporting on all MLMs and their faults. Also includes a PDF version of the 
Pyramid Schemes/Gambling/MLMarketing Programs comparison suitable for printing.

MLM SURVIVORS HOME PAGE http://mlmsurvivor.com/ BY RUTH CARTER
MLM SURVIVORS PAGES http://www.mlmsurvivor.com/index.htm 
This site is dedicated to reporting on all MLMs and their faults. Includes stuff on Amway, Equinox, and others.
MLM SURVIVORS TESTIMONIES http://mlmsurvivor.com/posts/post82.htm 
The following posts have been reprinted in their entirety from posts e-mailed by readers of this website, except that headers, names and locations have been removed. These posts express the opinions and experiences of their authors, and this site publisher makes no representations about them in any way whatsoever. Some samples:
1. Re: Quixtar 

My husband and I were approached about 3 weeks ago by a cousin. He said he knew of this "great opportunity" on the internet. We had no idea what this was all about, so we agreed to be open. My husband flew to a meeting (otherwise an 8 hour drive) and returned home the following day. He was very excited and "pumped up". The following week, we held a meeting at our house and invited a few friends over. Someone affiliated with Quixtar came to our house to do the presentation. I was even excited! Everyone seemed so positive and upbeat. We bought the Pro Net kit that evening and obtained our new IBO#. Two days later my husband went to the Atlanta conference (Bubba Pratt????). My husband came home very excited once again.
However, I turned to the internet while he was away to do some research of my own. I found this site and many others with similar information. Once he arrived home, it took about 2 minutes to decide this "business" was not suited for us at all. We highly disagree with the "Tools" of the organization and believe that this is some sort of cult. Most people we have encountered seem to be brainwashed by this organization. This is not how we want to spend our lives. We are out about $500.00, but are pursuing getting some of our money back. Thank goodness it only took us a few weeks to figure it out. If someone approaches you about a "great opportunity" but is not willing to tell you about it up front, run like the wind!!!!! Also, check out Ruth's book, I know I am!!!
2. Re: Equinox
I was sucked into Equinox a few yrs back. I was put off by the hyper hype but loved the products. I suppose I am lucky to have gotten out b4 I lost more. It seemed like "New age Amway" but I had lots of friends. (warm market) or so I thought. Julie Hoy was the person who roped me in. I was looking for a job that would pay more than the 1k mo. that clerical brings. i was also in counseling at the time having Posttraumatic Stress symptoms from a batch of deaths and other losses. In too short a time. I was especially vulnerable to the love bomb of health wealth and happiness.
I never believed I’d get rich but they crunch so many number$$$$ possibilities that i really believed i could easily make a side income with just a few regular customers and sales from people answering the help wanted ads I placed. That was not how it turned out. My husband almost divorced me and refused to show the catalog at his work. After they suckered me in i was in deep despair in 96or 97 the memories are so painful. I don’t even want to remember that year (aug-dec) when i was hesitating and being given the rush to get in now. I was going to invest just 1k and build but Julie said she and her husband had 11 people signing on this month and that if i came in with 5k she would have her husband put 2 of their other new sign ups as my down line to help me out. This 15k total would put me up to the point where u make 50% back vs. 35%. I fell for her verbal promise. Need I tell you or can you guess that she reneged on her promise. I ran ads for a few months and tried to sell but never made any money and when I tried to get friends to buy at a discount they said no because i wouldn't make any money if they bought at discount. i probably sank about 6k into the stuff and the ads and 1 training weekend. The training is really just carefully crafted brainwashing. Psych you up and blame you if you fall.
I am very interested in the lawsuit. i was so depressed over the mlm fiasco and i couldn’t do my taxes for that year I didn’t and still don’t know how to handle it so last year i gave it all to a lawyer. He said that his partner had several clients who had to file for bankruptcy because of Equinox.
3. Re: Amway 

Hi - I came across your site via the Anti-Amway web ring. Yours was the only one that I could find the ability to email. It seems that there is so much spam, and defenders of Amway out there that many of the sites have shut their email off.

My brother joined Amway about 2 1/2 years ago. So far, everything I have read on the anti-Amway sites could be talking about him. He was recruited at his church, he has distanced himself from our family (and we are a very close knit family) - he even chose to celebrate his last birthday with Amway people, rather than us. He only comes around when he wants to "show us the plan" or invite us to meetings. He can't talk about anything but Amway - how much money he's GOING to be making (it's always in the future of course). He has stacks of tapes and videos (but recently had his phone disconnected - probably from blowing all of his money on Amway "tools"). I could go on and on.

We are very concerned for him. They have him so brainwashed - every time we challenge something they have told him, he gets all defensive, and always has a quick (programmed) answer.

Are there any sites out there for families of Amway victims? Is there any certain approach that can be taken to get him to see the light, and get back to reality?

He's convinced he's going to retire in a couple of years, and just live off of the "residuals" he makes from Amway - what a joke - he's been at it for 2 1/2 years, and can't even pay his phone bill! But there's no convincing him of that.

Anyway - I'd really appreciate any advice you can offer, or any links to other web sites that may address our concerns. Thank you,

4. Re: Equinox 

Hello!! I was more than delighted to get a class action notice against Equinox company that is based in Nevada. This company is AWFUL and HORRIBLE...needs to be put out of business!!
It started in 1995 when my oldest brother told me about it and brought me to a "meeting" with his uplinks. I wasn't sure at first of their intentions… you see, I'm deaf but wear hearing aids and do speak very well.
I have a degree in Chemistry and have worked in a toxicology lab for 4 years dealing with government agencies, DA offices, defense attorneys, and etc so I'm not "dumb and deaf".
In the beginning, they "promised" that they'll help me, i.e.: sitting front row in the meetings, getting a TTY machine so I could call them, and etc... they really laid out the red carpet for me however, there was a catch!!! They told me that I need to put down 5 grand to show my commitment (my good sense flew out of the door!) so after thinking for a bit... it was during while I was trapped in a room with them while they were telling me: "You need to make up your mind now!! Times a wasting!"
I said okay but made them promise that they'll help me with all those meetings and they even OFFERED to pay for a interpreter for these kind of meetings.
The minute I put down the 5 grand, they basically changed their song and dance. "You are an independent rep and you need to pay for these things" Uh??? Things quickly went downhill from there.
I called the headquarters and they kept telling me "sorry, you're an independent rep and you need to deal with your uplink on your own!"
I came to meetings one time and managed to save a whole front row (6 seats) for my deaf friends and got an interpreter. Well, one of the uplink came up to me and screamed that I should not save seats and that my friends need to come early and for the interpreter to move off to the far side so it won't "distract" others. I held my ground.... I didn't scream back while she was actually in my face screaming "Do you understand?? Do you understand??" She pulled the papers that was on the seats (I put it there to save these seats) and threw them in the garbage. I sat down and actually put my legs and arms on the seats. Sounds childish but I was not willing to have her browbeat me. Meeting came and went.
Then there was a meeting with Mark Acetta at a hotel...the uplinks were sponsoring that meeting so I told them by law they had to pay for a interpreter... got screamed at again!! Went to the meeting (I was late) and requested that I sit up front since I was hearing impaired...was told no since the front row was reserved for "top sellers" so I just left...wasn't going to WASTE time! I contacted a lawyer who was experienced with ADA law. She was very nice and very calm when she called the headquarters about me returning the products. At first they said no, then said okay but with a 10% stocking fee then finally said that they'll take all of the products back if I signed a paper saying that I won't sue them in the future but I refused!!!
After 8 months of hassling them, they finally said that they'll take the products back.
These people use the "independent reps" to avoid the ADA law so they won't have to pay for these things. I don't know how many deaf people got ripped off by these companies. With regards,
5. Re: Amway 
HELLO, I JUST READ YOUR STORY, AND I CAN RELATE TO IT. NOT THROUGH PERSONAL EXPERIENCE BUT THROUGH MY SON. HE IS THE SWEETEST, KINDEST, YOUNG MAN I KNOW. HE HAS A BACHELORS IN EDUCATION WITH A COACHING DEGREE. HE HAD A LOVELY GIRLFRIEND, AND WHAT I THOUGHT WAS A GREAT LIFE.
THEN CAME AMWAY. HE NO LONGER CAN COME TO FAMILY HOLIDAYS, DINNERS, ETC., AS HE HAS A MEETING. LAST WEEK HIS PHONE WAS DISCONNECTED, SO AS A CONCERNED PARENT I WENT TO HIS HOME. WAS I SHOCKED!!!!HE HAD HUNDREDS OF TAPES, AND MESSAGE BOARDS THROUGH OUT HIS HOUSE, WITH GOALS, STATS, ETC...I SAID NOTHING TOLD HIM I LOVED HIM AND LEFT.
IF YOU OR ANYONE ELSE CAN HELP ME DEPROGRAM HIM, PLEASE "E", ME. I LOVE HIM SO MUCH, AND DO NOT WANT TO JEOPARDIZE WHAT LITTLE RELATIONSHIP WE HAVE LEFT. HE IS 28 YEARS OLD, SO I FEEL HELPLESS IN OFFERING ADVICE TO HIM. WE AS A FAMILY MISS HIM TERRIBLEY…HE IS ALWAYS TO BUSY...I HAVE VISITED SEVERAL WEB SITES AND IT SEEMS ALL THE STORIES ARE THE SAME. THANK YOU FOR LETTING ME VENT.
6. Re: Amway/WWDB 

I have little time to write this. Boy what a relief it is to see Amway and its affiliated "organizations" exposed in full relief all over the web. Here is some testimony I have submitted to the FTC regarding my own experience.
In my experience the Amway Corporation itself strictly adhered to the FTC "pyramid" statutes in all cases. However, the "World Wide Dream Builders" sales organization which I was part of and is inextricably de facto part and parcel of the Amway Corporation and deeply financially and politically involved with the Amway Corp, grossly violated the "70% rule" and the "buyback rule" during the time I was involved with Amway. The WWDB people are VERY dangerous in my estimation. They used powerful and effective methods of mind control ranging from subtle techniques involving repetitive subliminal messages to outright verbal coercion. They have a highly developed and sophisticated system that is used to control and manipulate thousands of people in order to generate profit through sales of both Amway and non-Amway products. I found myself unable to quit Amway-WWDB of my own volition. I had a nervous breakdown and moved from Colorado to Rhode Island and moved back in with my family. This was an extremely difficult time for me and I underwent psychiatric counseling for some time. I would not be surprised to learn that many people have developed clinical mental illness as a result of involvement with the WWDB-Amway organization.
Too bad I forgot to mention their most powerful method of control: sleep-deprivation. I went for about 6 months on 3-5 hours of sleep per night and it really screwed me up mentally.
7. Re: Purchase Plus
My mom has been solicited by her church group into what I believe is a mlm. I don't know too much about the company but what she has told me, which of course sounds to good to be true. The name of the company is called Purchase Plus and from what I gather from my mom is she sends them $400 for a "unit" and then they magically return her money 90 days later. After 13 months, she is suppose to receive approximately $11,000. I can't find a catch because I don't have enough information, but I know there must be one. My mom is rather reluctant to tell me more because she sees that I believe strongly that this is a heist. Any suggestions or information that you can offer would be most appreciated.
Thank you,
[Since this email was written, Purchase Plus has shut down, and then reopened again. The State of Ohio is investigating.]
There’s PLENTY MORE of this- Michael
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FTC Postpones February 9 Press Conference on Job and Money Making Scams February 8, 2010
http://www.ftc.gov/opa/2010/02/obdupdate.shtm 

FTC CRACKS DOWN ON CON ARTISTS WHO TARGET JOBLESS AMERICANS February 17, 2010
http://www.ftc.gov/opa/2010/02/bottomdollar.shtm 

Scams Prey on Victims of the Recession With Bogus Job, Money-Making Schemes

The Federal Trade Commission today announced a new crackdown on con artists who are preying on unemployed Americans with job-placement and work-at-home scams, promoting empty promises that they can help people get jobs in the federal government, as movie extras, or as mystery shoppers; or make money working from their homes stuffing envelopes or assembling ornaments.

With the U.S. unemployment rate just under 10 percent, the FTC is redoubling its efforts to put a stop to these schemes, which make life even more difficult for hundreds of thousands of Americans already wrestling with the economic downturn.

As part of the law enforcement sweep announced today, dubbed “Operation Bottom Dollar,” the FTC has filed seven cases against the operators of deceptive and illegal job and money-making scams and announced developments in four previously filed job scam cases. In addition, the sweep includes 43 criminal actions by the Department of Justice, many involving the substantial assistance of the U.S. Postal Inspection Service, as well as one additional civil action by the Postal Inspection Service and 18 actions by state attorneys general.

During a joint press conference today at the FTC, David C. Vladeck, Director of the FTC’s Bureau of Consumer Protection, was joined by Tony West, Assistant Attorney General for the Civil Division of the Department of Justice; Ohio Attorney General Richard Cordray; and a Grandview, Texas, job seeker who lost money to a company that made false promises of full-time work with benefits. The FTC also announced partnerships with the online job placement service Monster.com, the search engine Bing, by Microsoft, and the centralized network of online communities Craigslist, to help job seekers recognize job scams so they can avoid being victimized. Monster, Careerbuilder, Bing and Craigslist will display FTC consumer education material to people who are using the companies’ Web sites to look for jobs.

“Federal and state law enforcement officials will not tolerate those who take advantage of 
consumers in times of economic misfortune,” Vladeck said. “If you falsely advertise that you will connect people with jobs or with opportunities for them to make money working from home, we will shut you down. We will give your assets to the people you scammed, and, when
it’s appropriate, we’ll refer you to criminal authorities for prosecution.”

“Employment and business opportunity fraud causes terrible hardship to those who are suffering the most in these difficult economic times,” said Assistant U.S. Attorney General Tony West. “The Justice Department is committed to prosecuting those who defraud through false promises of employment or financial success.”

To help consumers avoid being conned by employment scams, the FTC has produced a new consumer education video in English and Spanish. Still shots from the Web sites of some of the operators charged in this law enforcement sweep, as well as video footage of FTC Consumer Protection Director Vladeck, and Monica Vaca, an Assistant Director in the FTC’s Division of Marketing Practices, will also be available. To view them, go ftc.gov/jobscams and youtube.com/ftcvideos. For access to higher resolution versions, visit aperturefilms.com/ftc or contact the FTC’s Office of Public Affairs.

Operation Bottom Dollar: FTC Law Enforcement Actions 
The FTC announced seven new cases against promoters of the job and money-making scams, including one that victimized more than 100,000 people. This brings to 11 the number of cases the agency has brought since last spring challenging these types of operations. In each case, the FTC got a court order temporarily barring these operators from continuing their deceptive, illegal tactics and freezing their assets. The FTC also is asking the courts for permanent orders that would allow the agency to try to get money back to reimburse victims. In two of the matters announced today, criminal authorities executed search warrants, and arrested the two operators of one of the businesses.

In the law enforcement actions announced today, the FTC charged that:

Government Careers Inc. and three principals preyed on job seekers since at least March 2009 by running deceptive ads on job Web sites. Government Careers claimed it could help people get postal, border patrol, and wildlife jobs as well as administrative support and clerical positions with the federal government. It told people they could get these jobs if they paid $119 for study materials, which would allow them to pass any required test with a score of 95 percent or better. But according to the FTC complaint, those who paid the fee found that there are no exams for the positions they sought, or that the supposed job vacancies did not exist. The company also hawked career counseling services, charging $965 for services like resume editing and employment exam preparation. Although the defendants said that consumers would not have to pay the fee until they got a government job, the defendants demanded payment before consumers obtained the promised jobs. The Arizona Attorney General’s Office is the FTC’s co-plaintiff in this case, which was filed in the U.S. District Court for the District of Arizona. After the court issued a temporary restraining order, the defendants agreed to an interim order that prohibits any alleged misconduct pending resolution of the case.

Real Wealth, Inc. and its principal allegedly conned more than 100,000 people by selling them booklets that supposedly explained how they could earn money by applying for government grants and working from home mailing postcards and envelopes. 
Using direct mail campaigns that sometimes targeted the elderly and disabled, Real Wealth lured consumers, according to the FTC complaint, with deceptive solicitations such as “Collect up to $9,250 with my simple 3 minute form” or “All I do is mail 30 postcards everyday and I make an extra $350 a week!” Real Wealth also claimed that consumers could “rake in up to $1,500+ per week or more in solid cash” by learning “secrets” about the “$700 billion banking industry bailout.” This case was filed in the U.S. District Court for the Western District of Missouri. After the court issued a temporary restraining order, the defendants agreed to an interim order that prohibits any alleged misconduct pending resolution of the case.

Darling Angel Pin Creations and two principals allegedly claimed on the Internet and in newspaper advertisements that by purchasing a starter kit, consumers could earn up to $500 per week assembling angel pins, and that no experience, special tools, or sewing skills were required. Consumers paid between $22 and $45 to get started, and sometimes paid hundreds more for the supplies they would need to make the pins. However, according to the FTC’s complaint, there was a catch: Consumers were required to have one of their assembled angel pins approved by the company before they could make any money – but the company rejected nearly all the angel pins consumers submitted, no matter how well-made. The FTC charged that the defendants made false and baseless claims that consumers could earn substantial income from angel pin assembly, when in fact they could not. This case was filed in the U.S. District Court for the Middle District of Florida, Tampa Division. After the court issued a temporary restraining order, the court issued interim orders with regard to all the defendants in the case prohibiting further misconduct. 

Abili-Staff, Ltd., two principals, and a related entity sold supposed work-at-home opportunities online. Billing itself as a “scam free” and “legitimate” job search service, Abili-Staff sold supposedly pre-screened lists of jobs, telling consumers they could access the lists after paying a fee ranging from $29.98 to $89.99, according to the FTC’s complaint. The FTC alleged that defendants falsely told consumers they would have unlimited access to more than 1,000 work-at-home job listings, and that they would get their money back if they did not get a job. This case was filed in the U.S. District Court for the Western District of Texas, San Antonio Division. The court issued a temporary restraining order pending a preliminary injunction hearing held February 16-17, 2010. 

Entertainment Work, Inc. and two principals marketed memberships in a Web site that was supposed to list jobs as movie extras, jobs on television, or jobs in print media. By telemarketing and placing advertisements on Web sites and in newspapers across the country, the defendants sold trial memberships for $19.95 to $24.95, and automatically converted those into annual memberships for an additional fee of $80 after two weeks, according to the FTC complaint. The FTC charged that Entertainment Work deceptively claimed consumers would 
find entertainment and media jobs near where they lived, without regard to their experience, skills, or appearance. The complaint also charged that the company failed to disclose that to cancel their membership, people would have to pay an additional fee or undertake a burdensome process. This case was filed in the U.S. District Court for the Southern District of Florida. The defendants have agreed to an interim court order that immediately halts the alleged misconduct. 

Independent Marketing Exchange, Inc. and its principal allegedly made false earnings claims, and additional misrepresentations in the course of selling a smorgasbord of work-at-home opportunities, including an envelope mailing opportunity, a postcard mailing opportunity, and a mystery shopper opportunity. Their deceptive practices have injured numerous consumers, including stay-at-home and single mothers. The FTC’s complaint alleged that the defendants falsely represented to consumers that they could make substantial amounts of money. The case was filed in the U.S. District Court in the District of New Jersey. After the court issued a temporary restraining order, the defendants agreed to an interim order pending a further hearing.

Preferred Platinum Services Network and the husband-and-wife team who owned and operated it allegedly marketed a work-from-home scheme in which consumers were told they could earn significant sums by labeling postcards describing a non-existent product promoted by Preferred Platinum called “mortgage accelerator.” Advertised in local pennysavers and newspaper classified sections, and at the defendants’ Web site, the scheme touted earnings of up to $1 per postcard, as well as a 60-day money-back guarantee. Consumers paid an enrollment fee of $80 to $90, and they typically did not learn until later that they would have to pay $40 more for each additional batch of 100 postcards, according to the FTC complaint. At the same time this matter was filed, criminal authorities executed search warrants on the business and arrested the husband-and-wife team, charging each of them with one count of mail fraud. This case was filed in the U.S. District Court for the District of New Jersey. The court issued a temporary restraining order, followed by a preliminary injunction on February 16, 2010. Both individual defendants also have been indicted by a grand jury.

In addition to the seven cases announced today, since last summer, the FTC has settled or litigated four law enforcement actions stemming from employment and work-at-home scams: 

Job Safety USA. Principal Wagner Ramos Borges allegedly systematically offered phony jobs to people seeking maintenance and cleaning work. The U.S. District Court for the District of Maryland Greenbelt Division, issued a default judgment ordering Borges to pay $414,900 – which is the estimated amount of his profits during the period covered by the FTC complaint. http://www.ftc.gov/opa/2009/07/shortchange.shtm
Career Hotline, Inc. Career Hotline took money from job seekers by guaranteeing them jobs that paid at least $25,000 per year, according to the FTC complaint. The federal court in the Middle District of Florida issued a default judgment against Career Hotline ordering the company to pay $75,000, which is the estimated amount of money job seekers lost to this scam. In addition, the company’s principal, Susan Bright, reached a settlement with the FTC that prohibits her from deceiving consumers about job availability, salaries, access to interviews, job listings and refunds. The settlement order also includes a suspended judgment against her because she is financially unable to pay, but the full judgment will become due immediately if Bright misrepresented her financial condition. http://www.ftc.gov/opa/2009/08/hotline.shtm
Penbrook Productions. The FTC complaint alleged that in this online scam, principal Michael Allen Brooks used fictional spokesperson “Angela Penbrook” to entice consumers to become “certified” rebate processors, supposedly earning as much as $225 per hour. A settlement approved February 10, 2010 by the U.S. District Court for the Central District of California requires the defendants to pay $125,000 within 10 days, plus a significant additional amount from assets they own that are to be liquidated. The settlement bars the defendants from making or assisting others to make deceptive claims in connection with work-at-home, franchise, or business opportunities. http://www.ftc.gov/opa/2009/07/shortchange
International Marketing and principal Zolio Cruz Carrion falsely promised Spanish- speaking consumers substantial income for stuffing envelopes, and was charged in an FTC complaint filed in the U.S. District Court for the District of Puerto Rico in 2008. The court granted the FTC’s motion to hold Cruz in contempt for failing to comply with an earlier order and briefly jailed him for contempt. It also prohibited him from marketing any business, employment, investment or work-at-home opportunity. http://www.ftc.gov/opa/2009/12/intermarketing.shtm
The FTC would like to acknowledge the assistance of: AARP’s Legal Counsel for the Elderly; United States Postal Inspection Service, Tampa Field Office; Better Business Bureaus of Southern Arizona, West Florida, New Jersey, the Southland (Southern California), and Coastal, Central, & Southwest Texas; U.S. Attorneys for the Southern District of New York, New Jersey and Western District of Missouri; Attorney General’s Offices of Florida, New Jersey and Pennsylvania; Florida Department of Agriculture and Consumer Service; Washington State Department of Financial Institutions, Securities Division Los Angeles County Department of Consumer Affairs; Ocean County New Jersey Department of Consumer Affairs; and the Tucson Police Department.

The enforcement actions announced today named the following defendants: Government Careers Inc. – Jon Coover; Richard Friedberg; and Rimona Friedberg. Abili-Staff, Ltd. – Pamela Barthuly; Jorg Becker; and Equitron, LLC. Darling Angel Pin Creations, Inc. – Shelly R. Olson and Judith C. Mendez; d/b/a/Angel Pin Creations. Entertainment Work, Inc. – Jason Barnes and Racquelle Barnes; d/b/a Resource Publishing Co. Independent Marketing Exchange, Inc. – Wayne Verderber, II, d/b/a as National Data Management, N.D.M., Global Mailing Services, G.M.S., Independent Mailing Services, Independent Mailing Services, Inc., I.M.S., Independent Shoppers Network, Independent Shoppers, Success At Home, Success-At-Home Mailing, IMEX, IMEX, Inc., and Continental Publishing Company. Preferred Platinum Services Network – Rosalie Florie; d/b/a Home Based Associate Program and PPSN, LLC. and Philip D. Pestrichello, individually. Real Wealth, Inc. – Lance Murkin; doing business as American Financial Publications, Emerald Press, Financial Research, National Mail Order Press, Pacific Press, United Financial Publications, Wealth Research Group, and Wealth Research Publications. 

NOTE: The Commission authorizes the filing of complaints when it has “reason to believe” that the law has been or is being violated, and it appears to the Commission that a proceeding is in the public interest. A complaint is not a finding or ruling that the defendants have actually violated the law. Stipulated final orders are for settlement purposes only and do not constitute an admission by the defendants of a law violation. A stipulated final order requires approval by the court and has the force of law when signed by the judge.

Copies of the documents related to these cases are available from the FTC’s Web site at http://www.ftc.gov and also from the FTC’s Consumer Response Center, Room 130, 600 Pennsylvania Avenue, N.W., Washington, D.C. 20580. The Federal Trade Commission works for consumers to prevent fraudulent, deceptive, and unfair business practices and to provide information to help spot, stop, and avoid them. To file a complaint in English or Spanish, visit the FTC’s online Complaint Assistant or call 1-877-FTC-HELP (1-877-382-4357). The FTC enters complaints into Consumer Sentinel, a secure, online database available to more than 1,700 civil and criminal law enforcement agencies in the U.S. and abroad. The FTC’s Web site provides free information on a variety of consumer topics.

MEDIA CONTACT: 

Betsy Lordan Office of Public Affairs 202-326-3707 Peter Kaplan Office of Public Affairs 202-326-2334 

STAFF CONTACT: 

Philip Tumminio Bureau of Consumer Protection 202-326-3402 Jennifer Larabee Northwest Regional Office 206-220-6350 

Cases Announced Today: FTC File Nos. 092-3207, 092-3186, 102-3007, 092-3196, 102-3026, 092-3213, 092-3191

FOUR LIES ABOUT MLM 
http://www.mlmwatch.org/01General/mlmlies.html by John Milton Fogg mltruth@writeme.com 
The lies that limit the future of network marketing began as so many untruths do. They were told initially to bolster up our insecurity -- in this case, our industry's perceived lack of self-esteem. The lies were harmless "little white" (i.e. "okay") ones, meant to make us seem bigger and better than we really thought we were. As they always do, the lies backfired. Now, when people ask us about this or that "false-fact" and we have to admit to their fabrication, we come up looking smaller and worse than we are.

What lies am I talking about? These:

-The Wall Street Journal has said that by the year 2000, 60 to 70 percent of all goods and services will be sold through MLM. 

-"Network marketing is taught at Harvard and Stanford business schools and in numerous other leading colleges and universities throughout the country. 

-Some 20 percent of all the millionaires in America were created through network marketing. 

-John Naisbitt, in his best-selling book, Megatrends, says network marketing is the wave of the future. 
There are others. These are the leading offenders. I have yet to speak to any group of people about network marketing -- from established MLMers to the general public -- and not be asked about one or all of these statements.

And when that happens, here's what I say:

According to more than a dozen reporters and staffers, The Wall Street Journal never endorsed network marketing or "network marketing methods."

Yes, they have reported on some companies. But they certainly never said that MLM would be moving 60-plus percent of all U.S. commerce - goods and services -- by the year 2000.

They're not stupid!

The U.S. sells about $6 trillion plus worth of goods and services per year - give and take ten or twenty billion. By the most aggressive accounts, network marketing (which for the sake of quoting really BIG numbers must include the Direct Selling industry) accounts for $50 billion in annual sales. More conservative estimates put the figure at a max. of $15 to $20 billion worldwide. Super-conservative folks say MLM is about $10 billion really.

Hmmm. One percent of all U.S. goods and services would amount to $55 billion. 50 percent -- 10 to 20 percent less than the journal was falsely quoted as saying -- would be $3 trillion. Not bad growth for the next six years!

Okay -- get out your calculators. This is a lie of the lowest order; not even creative -- just stupid.

If someone tried to sponsor you, boastfully claiming he or she made $30,000 per month, and you discovered that he or she really made one percent of that -- or $300 -- what would you think of that person?

Enough said.
Network Marketing Sales is not taught at Harvard and Stanford business schools -- or in "numerous other leading colleges and universities throughout the country". Truth is, most of them detest us. They don't understand us and do not care to. As Harvard 'B' School professor Thomas Bonora recently said in an article in Marketing News:

We do not teach such methods [MLM] at the Harvard Business School; they are not part of the curriculum; to my knowledge, they are not taught at this or any other reputable business school in the country . . . Multi-Level Marketing schemes, like chain letters and other devices, sometimes are at the borderline of what is legal -- and over the borderline of what is ethical . . .

He concluded by saying that examples of legit MLMs are few and far between. Not a glowing endorsement for such a valuable curriculum.

Harvard has reviewed a case study of Mary Kay Cosmetics. Also, there are courses in "Networking" as it pertains to management resources. That's it. Stanford refuses to discuss the subject.

Twenty percent of all the millionaires in America were not created through network marketing. By most accounts, as many as 90 percent of them were created through real estate, 90 plus 20 equals 110, and that kind of math would get an F in any school -- even Harvard 'B'. And how many millionaires came from manufacturing or distribution (the family Walton of Walmart -- $25 billion plus) . . . ? High-tech . . . (Bill Gates of Microsoft, the richest man in America -- and the 300-plus millionaires his company has created . . .or Ross Perot)? Franchising (Mrs. Ray Kroc of McDonald's) . . . ? Entertainment . . . ? Etc. . . . ?

We've got lots of men and women who make a million dollars a year in this business. Many more who've made $1,000,000-plus in their Networking careers. But . . . 20 percent of all the millionaires in the U.S.? Please, use some common sense.

The only possible reason I can think of as a basis for the existence of this 20 percent figure is that the founders of Amway, Rich DeVos and Jay Van Andel, have a combined net worth in excess of $6 billion. That's 6,000 millionaires right there. Maybe that's where the 20 percent comes from.

John Naisbitt never mentioned network marketing in Megatrends, Megatrends 2000, Megatrends for Women, or anywhere else for that matter. I can't even find a mention in back issues of his far more liberal Trend Letter. (If you can, please let me know.) I called him and asked him for his opinion on MLM and he said -- well, his people told me -- he didn't have one. There is no listing of network marketing or MLM in any index of a Naisbitt book. The references he makes to Networking are many. The use of them by MLMers are convoluted misquotes and rubbery stretches of the truth.

A good friend of mine -- a leading MLM trainer and acknowledged expert who is depended upon by many people as a source of "how-to truth" about this business -- recently sent me a generic prospecting product, proudly offering it for listing in our Upline Resources catalog. Sadly, I couldn't offer it -- because it included every one of the above lies.

If this garbage (it's much nicer to use then the affected French pronunciation) finds its way into this guy's repertoire, how many others are running around saying this stuff? We've got to paper-train this industry!

You can't build lasting relationships with people -- let alone government regulators and the press -- with lies. You will be found out -- and when you are, your stock, and the stock of the entire industry, will go way down.

The truth is, there is so much that's positive to be shared about network marketing -- facts, not even opinion, much less lies. You may make a sale with a lie, but you won't create a customer, and you certainly won't build a successful Network of Distributors.

What you'll make is a house built on get-rich-quick-sand.

Here's my request: Please -- Do not say false and misleading things about network marketing to anyone. If you are insecure about the legitimacy of this business and feel the need to bolster up your courage and confidence -- please shut up 'till you bone up and grow up. . . .

I urge each of you to quash the lies you find out there. Tell the truth. Honesty is and always will be the very best of policies. For my part, I will continue to set the record straight every chance I get. Integrity is our most precious asset. Like our bodies, it requires proper diet (the truth) and exercise (telling it) to become healthy and prosper.
Mr. Fogg is a widely recognized writer and authority on network marketing sales. He founded two MLM magazines (Upline and Network Marketing Lifestyles) and has authored more than 25 books and tapes, the most prominent of which is the book, The Greatest Networker in the World. No longer involved with either of the magazines, he now operates The Greatest Networker.comUnity, of Crozet, Virginia, which offers consultation and training in network marketing. This article was slightly condensed from its original publication in Upline several years ago.
Now, was that an anti-MLM article or a pro-MLM article? In either case, it makes informative reading. Maybe it was written as a response to the following article, Ten Big Lies…? - Michael
SELECTED EVANGELICAL CHRISTIAN RESPONSES TO MLM [PAGES 106-136]
TEN BIG LIES OF MULTILEVEL MARKETING
http://www.mlmwatch.org/01General/10lies.html http://www.falseprofits.com/MLM%20Lies.html 
http://www.mlmsurvivor.com/fitzpatrick.htm by Robert L. Fitzpatrick, 1997 
The multilevel marketing (MLM) field grows, and its member companies multiply. Solicitations to join seem to be everywhere. Its promoters would like you to believe that it is the wave of the future, a business model that is gaining momentum, growing in acceptance and legitimacy, and will eventually replace most other forms of marketing. Many people are led to believe that success will come to anyone who believes in the system and adheres to its methods.

Unfortunately, the MLM business model is a hoax that is hidden beneath misleading slogans. 
Calling it a "great business opportunity" makes no more sense than calling the purchase of a lottery ticket a "business venture" and winning the lottery a "viable income opportunity for everyone." MLM industry claims of distributor income potential, its glorified descriptions of the "network'" business model, and its prophecies of dominating product distribution have as much validity in business as UFO sightings do in the realm of science.

The very legality of the MLM system rests tenuously upon a single 1979 court ruling on one company. 
The guidelines for legal operation set forth in that ruling are routinely ignored by the industry. Lack of governing legislation or oversight by any designated authority also enables the industry to endure despite occasional prosecutions by state attorneys general or the FTC.

MLM's economic scorecard is characterized by massive failure rates and financial losses for millions of people. Its structure in which positions on an endless sales chain are purchased by selling or buying goods is mathematically unsustainable, and its system of allowing unlimited numbers of distributors in any market area is inherently unstable. MLM's espoused core business -- personal retailing -- is contrary to trends in communication technology, cost-effective distribution, and consumer buying preferences. The retailing activity is, in reality, only a pretext for the actual core business, which is enrolling investors in pyramid organizations that promise exponential income growth.

As in all pyramid schemes, the incomes of those distributors at the top and the profits to the sponsoring corporations come from a continuous influx of new investors at the bottom. Viewed superficially in terms of company profits and the wealth of an elite group at the pinnacle of the MLM industry, the model can appear viable to the uninformed, just as all pyramid schemes do before they collapse or are prosecuted by authorities.

The growth of MLM is the result of deceptive marketing that plays upon treasured cultural beliefs, social and personal needs, and some economic trends, rather than its ability to meet any consumer needs. The deceptive marketing is nurtured by a general lack of professional evaluation or investigation by reputable business media. Consequently, there is widespread belief that MLM is a viable business investment or career choice for nearly everyone and that the odds of financial success in the venture are comparable or better than other employment or business ventures.

MLM's true constituency is not the consuming public but hopeful investors. The market for these investors grows significantly in times of economic transition, globalization, and employee displacement. Promises of quick and easy financial deliverance and the linking of wealth to ultimate happiness also play well in this market setting. The marketing thrust of MLM is directed to prospective distributors, rather than product promotions to purchasers. Its true products are not long distance phone services, vitamins, or skin creams, but the investment propositions for distributorships which are deceptively portrayed with images of high income, low time requirements, small capital investments, and early success.

Here are ten lies I have identified during more than 20 years of observing the MLM marketplace:

Lie #1: MLM offers better opportunities than all other conventional business and professional models for making large amounts of money.

Truth: For almost everyone who invests, MLM turns out to be a losing financial proposition. Fewer than 1% of all MLM distributors ever earn a profit and those earning a sustainable living at this business are a much smaller percentage still.

Extraordinary sales and marketing obstacles account for much of this failure, but even if the business were more feasible, sheer mathematics would severely limit the opportunity. The MLM business structure can support only a small number of financial winners. If a 1,000-person downline is needed to earn a sustainable income, those 1,000 will need one million more to duplicate the success. How many people can realistically be enrolled? Much of what appears as growth is in fact only the continuous churning of new enrollees. The money for the rare winners comes from the constant enrollment of armies of losers. With no limits on numbers of distributors in an area and no evaluation of market potential, the system is also inherently unstable.

Lie #2: Network marketing is the most popular and effective new way to bring products to market. Consumers like to buy products on a one-to-one basis in the MLM model.
Truth: Personal retailing -- including nearly all forms of door-to-door selling -- is a thing of the past, not the wave of 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 engage in potentially awkward business relationships with close friends and relatives. In reality, MLM depends on reselling the opportunity to sign up more distributors.

Lie #3: Eventually all products will be sold by MLM. Retail stores, shopping malls, catalogs and most forms of advertising will soon be rendered obsolete by MLM.

Truth: Fewer than 1% of all retail sales are made through MLM, and much of this is consists of purchases by hopeful new distributors who are actually paying the price of admission to a business they will soon abandon. MLM is not replacing existing forms of marketing. It does not legitimately compete with other marketing approaches at all. Rather, MLM represents a new investment scheme couched in the language of marketing. Its real products are distributorships that are sold through misrepresentation and exaggerated promises of income. People are buying products in order to secure positions on the sales pyramid. The possibility is always held out that you may become rich if not from your own efforts then from some unknown person ("the big fish") who might join your "downline."

MLM's growth does not reflect its value to the economy, customers, or distributors, but the high levels of economic fear, insecurity, wishes for quick and easy wealth. The market dynamics are similar to those of legalized gambling, but the percentage of winners is much smaller.

Lie #4: MLM is a new way of life that offers happiness and fulfillment. It provides a way to attain all the good things in life.

Truth: The most prominent motivational themes of the MLM industry, as shown in industry literature and presented at recruitment meetings, constitute the crassest form of materialism. Fortune 100 companies would blush at the excess of promises of wealth, luxury, and personal fulfillment put forth by MLM solicitors. These appeals actually conflicts with most people's true desire for meaningful and fulfilling work at something in which they have special talent or interest.

Lie #5: MLM is a spiritual movement.

Truth: The use of spiritual concepts like prosperity consciousness and creative visualization to promote MLM enrollment, the use of words like "communion" to describe a sales organization, and claims that MLM fulfills Christian principles or Scriptural prophecies are great distortions of these spiritual practices. Those who focus their hopes and dreams upon wealth as the answer to their prayers lose sight of genuine spirituality as taught by religions. The misuse of these spiritual principles should be a signal that the investment opportunity is deceptive. When a product is wrapped in the flag or in religion, buyer beware! The "community" and "support" offered by MLM organizations to new recruits is based entirely upon their purchases. If the purchases and enrollment decline, so does the "communion.'"

Lie #6: Success in MLM is easy. Friends and relatives are the natural prospects. Those who love and support you will become your life-time customers.

Truth: The commercialization of family and friendship and the use of" 'warm leads" advocated in MLM marketing programs are a destructive element in the community and very unhealthy for individuals involved. People do not appreciate being pressured by friends and relatives to buy products. Trying to capitalizing upon personal relationships to build a business can destroy one's social foundation.

Lie #7: You can do MLM in your spare time. As a business, it offers the greatest flexibility and personal freedom of time. A few hours a week can earn a significant supplemental income and may grow to a very large income, making other work unnecessary.

Truth: Making money in MLM requires extraordinary time commitment as well as considerable personal skill and persistence. Beyond the sheer hard work and talent required, the business model inherently consumes more areas of one's life and greater segments of time than most occupations. In MLM, everyone is a prospect. Every waking moment is a potential time for marketing. There are no off-limit places, people, or times for selling. Consequently, there is no free space or free time once a person enrolls in MLM system. While claiming to offer independence, the system comes to dominate people's entire life and requires rigid conformity to the program. This is why so many people who become deeply involved end up needing and relying upon MLM desperately. They alienate or abandon other sustaining relationships.

Lie #8. MLM is a positive, supportive new business that affirms the human spirit and personal freedom.

Truth: MLM is largely fear-driven. Solicitations inevitably include dire predictions about the impending collapse of other forms of distribution, the disintegration or insensitivity of corporate America, and the lack of opportunity in other occupations. Many occupations are routinely demeaned for not offering "unlimited income." Working for others is cast as enslavement for "losers." MLM is presented as the last best hope for many people. This approach, in addition to being deceptive, frequently discourages people who otherwise would pursue their own unique visions of success and happiness. A sound business opportunity does not have to base its worth on negative predictions and warnings.

Lie #9. MLM is the best option for owning your own business and attaining real economic independence.

Truth: MLM is not true self-employment. "Owning" an MLM distributorship is an illusion. Some MLM companies forbid distributors to carry other companies' products. Most MLM contracts make termination of the distributorship easy and immediate for the company. Short of termination, downlines can be taken away arbitrarily. Participation requires rigid adherence to a "duplication" model, not independence and individuality. MLM distributors are not entrepreneurs but joiners in a complex hierarchical system over which they have little control.

Lie #10: MLM is not a pyramid scheme because products are sold.
Truth: The sale of products does not protect against anti-pyramid-scheme laws or unfair trade practices set forth in federal and state law. MLM is a legal form of business only under rigid conditions set forth by the FTC and state attorneys general. Many MLMs are violating these guidelines and operate only because they have not been prosecuted. Recent court rulings are using a 70% rule to determine an MLM's legality: At least 70% of all goods sold by the MLM company must be purchased by nondistributors. This standard would place most MLM companies outside the law. The largest MLM acknowledges that only 18% of its sales are made to nondistributors.

Accountability Needed

An FTC trade regulation rule that forces honest disclosure of potential MLM distributor income is desperately needed. Toward this end, Pyramid Scheme Alert has launched a petition drive urging the FTC to force multilevel companies to disclose the true income of their distributors. The requested data would include: 
(a) the total number of distributors involved in the company for at least three years (or since the company's founding if less than three years); 
(b) the average incomes of all distributors who have signed up for a distributorship by percentiles, not just the ones deemed "active"; and 
(c) a "weighted" overall average income of all distributors so that the extraordinary high incomes of the small number at the top are not calculated in with vast majority so as to give a more statistically valid figure.

Mr. Fitzpatrick consults and writes about trends in manufacturer/distributor relationships. He founded and is president of Pyramid Scheme Alert, a consumer advocacy group focused on exposing and preventing pyramid schemes. He has served as an expert witness in several cases involving pyramid schemes and MLM companies. His writings include False Profits (a book about MLM deception) and "Pyramid Nation" (a booklet that laments the growth and "legalization" of pyramid schemes.)

http://mlmcrimealert.blogspot.com/search?updated-min=2008-03-01T00%3A00%3A00-08%3A00&updated-max=2008-04-01T00%3A00%3A00-07%3A00&max-results=1:

Robert Fitzpatrick is president of Pyramid Scheme Alert and co-author [with Joyce K. Reynolds] of the book, False Profits: Seeking Financial and Spiritual Deliverance in Multi-level Marketing and Pyramid Schemes [published by Herald Press in Charlotte, NC (ISBN: 0-9648795-1-4)]. He is the publisher of THE EAGLE, a quarterly journal on distribution-related issues in the printing and digital imaging industries, continuously published since 1981. He is an author of numerous articles and monographs on distributor marketing in mature industries and he has provided direct consulting services to major manufacturers and distributors including DuPont, Fuji Film USA, Polaroid, and many others. He is a featured speaker at corporate and trade association conferences in the US and abroad. He occasionally serves as expert witness in cases brought by state Attorneys General or by distributors against multi-level marketing companies charged with operating as pyramid schemes. Robert Fitzpatrick can be reached at 1522 Lilac Rd., Charlotte, NC 28209, Tel: (704) 334-2047, email: RFitzPatrick@pyramidschemealert.org, websites: http://www.pyramidschemealert.org and http://www.falseprofits.com 
Read a Review of False Profits. Robert L. Fitzpatrick may be contacted at falsprofts@aol.com, False Profits Web Site
IS MULTI LEVEL MARKETING CHRISTIAN?
http://www.redwhiteandblue.org/christian/plstexts/MLNLTR.HTM by Phil Scovell
It has been 10 years since the following letter was written. I have not heard from my friend in all these years. I pray for          him and his family often and there is rarely a week that passes which I don't think of him. He had a greater impact upon my life than any other Christian man I have known in the 45 years I have been walking with the Lord.

I often wonder if I shouldn't try and contact my friend but I  haven't  for three  reasons. First, over the years, I have           prayed for him dozens of times and never once has the Lord encouraged me in my spirit to make contact with him.  Secondly, I have heard from others who know him. Of course, he did not continue in the multi level program he came to sell me on many years ago or at least this was my understanding from our mutual friends who spoke with him in person.   Thirdly, a friend did speak with him years later and he casually asked if this family had heard from me over the years. The reply was they had not heard from me except for the terrible letter I had written them criticizing them for their involvement with the MLN*. I leave it up to the reader to determine if my letter was mean spirited, uncaring, unchristian, or in any way "terrible."      *multi level networking
Finally, it is interesting to me how this letter, although until recently was not on my own website, has traveled around the world. In 1994 I logged on to the internet for the first time. Before I even logged on to the internet, however, I had received comments from someone who had read my letter. I had posted the letter on my bulletin board system and I knew it had also been distributed over a Christian computer network before the internet was as popular as it is now. I had no idea, however, that the letter was on the internet. When I wrote back to the first person who had contacted me, they told me that my letter was on a website in Australia. After putting my first website on the web, I still did not put the letter to my friend on my own site because it simply never came to mind to do so until recently.

Since 1994, however, I have heard from Christians all over the world who have read my letter. All who emailed me thanked me for making my letter available for others to read. Some said it caused them to reconsider their involvement in multi level businesses as Christians. Others thanked me for at least pointing out the spiritual and Scriptural considerations before          becoming involved with MLN companies.

To this day, I know three people who were successful in multi level networking and reached retirement age and now live comfortably during their retirement years. All three of these people are people who not only promoted the MLN program itself, but were extremely sold on the products and daily use the products.  
Unfortunately, I know dozens of others who went broke trying to make MLN work for them. Yet, I am still not against       MLN businesses and even buy products through MLN companies. I am less enthusiastic, as you will see, about participating in any MLN as a business but I am not against Christians, who have prayerfully considered the nature of the MLN they are in, being involved with such businesses.

In closing, I miss my friend a great deal. Before I wrote the below letter to my friend years ago, I called and discussed my intentions with my pastor and one other pastor of another church. I told them exactly what I was going to say and why.

They both encouraged me to send my letter but they both warned me that I would probably lose the friendship and most likely would never hear from my friend again. They were right. The man to whom I wrote I consider to be one of the finest Christian men I have ever known. He taught me more about the ministry than anyone else and as his assistant pastor for about a year and a half, I cannot think of anyone that influenced my life more than he. I am glad we will see each other in Heaven even if we never get to be friends again in this life.

Phil Scovell, May 2002

August 31, 1992

Hi Rayburn,

It sure was great to see you the other day and to catch up on things. I was glad to hear how the Lord has been working in your life and how he has blessed your family over the past few years. I trust the Lord will continue to bless you, your family, and the business in which you are now engaged. Thanks for leaving us the tapes and though Sandy didn't get time to listen to them, I did and found it interesting.  I have, of course, heard dozens of such presentations over the years. When I was doing the high speed cassette duplication for eight years, I duplicated every type of business presentation, multi-level and networking seminar one could possibly think of and they are, of course, all basically the same in nature. It's still interesting, though, to hear how people get into such businesses.

Before we get together again, I wanted, however, to share with you my thoughts on these things. Please keep in mind they are strictly personal thoughts and in no way reflect on what God has you doing right now except indirectly. Since I was willing to hear what you had to say about the business you're now in, I trust you'll extend me the same courtesy and read my letter carefully. Please read it at least twice because by the time you've reached the end the first time through, you will have forgotten what I said up front. I likewise called my pastor and explained to him my intentions and asked his advice before mailing my letter to you.

Some of what I'm about to share is very personal in nature because of my own experience in such networking businesses.   I have been in several; some with Christians. I have seen many people do well; even great. There are some aspects of such networking businesses, on the other hand, which are, at the worst, unscriptural, or at the very least nonchristian, as far as their foundations are concerned. If, in my opinion, brethren are able to see those things and deal with them accordingly, I believe God will bless them inspite of the company inner workings. Let me share with you a couple of examples of what I'm talking about.

I was in a networking long distance telephone company with several other Christian brethren both locally and around the country. We all went into it together and worked the plan together and after a few short months, it was going very well.  I was one of the most active people in Colorado for some time working this program and was getting business nationally from others as you are now. As I began sharing the plan with other friends, I discovered not everything the company was telling us was true. I called Dallas one day and spoke with the national director of this organization and explained to him what I had been finding. He flat out told me that when sharing the information with potential clients, if they checked up on what I          said and found it to be unverifiable, I should basically lie and say otherwise. That wasn't exactly how he put it but that's what he meant. When I told him such would be misleading them, he said he didn't think it was. I eventually dropped out of this networking plan largely because it later proved not to be what they said it was.

I could go on with a number of other experiences I have had over the years with a number of networking programs in which I have been enrolled. One of the best ones I got into had to do with selling a monthly vitamin package deal. A few Christian          friends talked me into it and I thought it to be excellent. I worked it faithfully, more than I had with anything else, and it          began to grow. The thing which made this multi-level outfit different was the fact that every person in the system was a          paying monthly customer. Yes, they sold the idea that you could make bunches of money but they made every person in the program buy the vitamins each month which was $30. I signed up several people and then the company, which was just a few months old, began to change the rules from the top down. When the lower level people expressed concern and tried to show them what would happen if they continued their plans, things got messy. All my Christian buddies bailed out of the program, as they had in the long distance program in which we had joined together, and I was left hanging.  I have found that most people in multi-level programs, and of course we both know that "networking" is the latest buzz word used for multi-leveling, never permanently stay in the program. I know of only a couple of families who have and they were in the Shaklee vitamin programs. The reason, I believe, for people dropping out is the idea that if you  work hard for awhile,  you'll eventually have a steady  income for the rest of your life and then you'll be on easy street. This is due, of course, to all the people under you doing their thing which keeps you at the upper levels.  It sounds great on the surface and does in fact work unless, of course, people under you begin to drop out of the program. Anyone who tells you such doesn't happen is being less than honest. This is a subject which people in networking always attempt to avoid in their selling of the         program to potential signees. People under you always drop out and must be replaced or the whole system breaks down.   Your program may work somewhat differently but all networking programs share similar characteristics.
I mentioned I felt that such networking programs were unscriptural or, at the very least, nonchristian.  Let me explain why I feel that way.

First, all such multi-level and networking programs link Christians in business with unsaved business partners. This is why I believe when such networking programs are used, they should be Christian in nature. There are now many such Christian          networking programs around I've discovered. No matter how you view it, people above and below you in the structure are your business partners. Those closest to you in the tree structure are literally your business partners and if they are not saved, I believe there is a Scriptural basis for considering such programs as being unacceptable as Bible Believers. […] I have many Christian friends in networking, however, and they feel completely different about it than I and if in their own hearts and minds they are able to justify the relationships as something less than partnerships, then so be it.  I, on the other hand, have a Scriptural problem with it.

The thing which disturbs me the most, however, has nothing to do with the Scriptural aspects of networking. The major focus of all networking plans is on the selling of an idea rather than a product. Oh sure, every program like this has a product (it is against federal law to conduct business without the selling of a product) but nobody wants to discuss up front the product or products. Why? Because they aren't selling a product; they're selling the program (i.e.. the idea).  What is that idea? Wealth!

Materialism! Early retirement! Easy street! Rayburn, every speaker on that tape you left me had a common theme. They were all pretty well to do people who felt insecure. They all said they were dissatisfied with their current life and life style.

They all confessed they were too  busy and wanted to live without having to work hard, and they all wanted more money. They even attempted to disguise their greed by suggesting their real motive was they wished to spend more time with their families. The bottom line was, however, they wanted more money and lots of it. Doesn't that strike you as odd? Here are          wealthy people, at least by our standards, who all said money hadn't satisfied them but now that they were making more money than ever before, through this new program, which they never wanted to identify by name, they were now satisfied and had found self fulfillment. That philosophy alone should send up a warning flag to any Christian considering their appeal to get into their program. The basis for such a program is by itself unscriptural.

Nowhere in God's Word is there room for such philosophy and yet every time you give out one of those tapes, you are promoting, as a Christian, that philosophy yourself. Now, I know that you personally do not ascribe to that belief but you are in fact promoting it. You even admitted yourself that you are attempting to achieve that lifestyle by saying that within          another year or so, you'll be able to basically retire financially and start another church or go fulltime in another ministry work without that work supporting you. It is that philosophy alone which is the most detrimental to the Christian.

God doesn't call millionaires to pastor because they have money; He calls those who seek Him and are willing to follow Him.

Closely connected with this is Zig Ziegler’s philosophy of "Help enough people get what they want and you'll get what you          want." Though that philosophy sounds good and though Zig Ziegler is a born again Christian, the bases of that philosophy          is wrong; unless, of course, what "they" want is what God wants for them. In principle I agree with Zig's statement but in          practice, when applied in a networking plan, what we are really helping people get is wealth. Even that isn't wrong in and of         itself but such a philosophy as the reason for living is certainly mundane and places money at the center of one's life.

Even helping Christians achieve this goal for the purpose of helping God out with their vast amounts of accumulated monies          doesn't change the philosophy; it's still wrong. God doesn't need our money. I've enclosed a short little article I've written on what God has taught me over the years on money and stewardship. Additionally, I'm not surprised at all that you've been able to involve lots of Pentecostals and Charismatics in this program. They are the most gullible people in the world and          are easily misled because they are used to believing first and checking up on it later. How else do you think Jim Bakker and          Jim Swaggart made their hundreds of millions of dollars in their ministries each year.

When I decided to stop trying to travel and hold revivals back in early 1980, I finally thought it best for me to get into          cassette duplicating. God really blessed me over eight years and in fact, for two years, after getting an SBA loan, things were unbelievable. I had two incoming 800 toll free lines, I was advertising in national Christian publications, I was doing about 60,000 cassettes a year, and I had even hired two part time employees. I was making more money than I ever had in my life. I was so happy with how the Lord had blessed me yet I felt something was abnormal about my business. I began praying on a daily basis for wisdom. It was during these weeks and months of prayer concerning my business that God began to speak to me about the gift of tongues. I had been, of course, filled with the Spirit three years earlier but because I did not believe in the gift of tongues, I never received the gift. Though I was given the gift of tongues during this time, my business went belly up a few months later. I filed for bankruptcy in late 1987. It took a long time for me to understand how things could have been going so well for me financially and then all of the sudden the bottom dropped out. I know now my philosophy was wrong. I got into the cassette duplicating business, and I confessed it often to others as we visited, to make money so I could eventually be financially self supporting. With my business largely mail order, I could live anywhere and still make good money. In this way I could move to any little town any where and pastor a church without support. I figured I would get a church to pastor even if they could not pay me. In other words, I was buying my way into the ministry. Were my motives wrong? Of course not. My methods, however, were unscriptural and God wasn't obligated to honor my work.  I was wrong, my philosophy was wrong, and I paid dearly for my mistake.

First of all, Rayburn, I don't want you to misunderstand anything I've said so far. I know exactly how you feel concerning finances and the like. The ministry is financially sacrificial when it comes to money. You and your family have sacrificed your very lives in the ministry by your faithfulness and I want you to know that God will honor that faithfulness in whatever you do with the rest of your life. Don't ever let anyone tell you differently.
Please understand also that I am not disappointed in your interest in this networking plan. There is absolutely nothing          wrong with wanting to make good money, even lots of money, in order to support your family and to do things to help out other ministries. We must never lose sight, however, of the fact that God doesn't need our money and He isn't impressed with how much money we make and give to Him for any reason. If we can work a program such as the one you are in with these things kept in perspective, I have no problem with it though I personally do not believe in networking programs generally and would never again participate in one unless I was sold on the product. Even then, there would be many other things I would first consider before signing up. Compare this with the tape you left me to hear and you'll see they all were sold on the plan/idea/program; not the product. In fact, they never once mentioned the product. Why? The product is available to justify the program. Their main interest is money and the plan.

I trust you will read this letter a second time. I honestly believe these things I have said come from my personal         experiences in networking programs; both personally and with those I know who are Christians. In fact, the church I pastored for a year was started by a man who turned his ministry over to me because he went into networking.  The company was represented by hundreds of commercial companies selling products through this networking program which they called Unamax. They, too, had over 15,000 products from which to buy. They, too, had tapes of rich people who had joined the program. My pastor friend, who later turned his church ministry over to me, was making over $3,000 a month and he had done that in less than six months. He signed up half the church before resigning, too. He even got one  of my          best friends so caught up in it that my friend quit  his thirteen year King Sooper's job and went full time into multi-level and          networking  programs. He went broke in a few months and hasn't been steadily employed now for over three years.  I have many friends who have put their whole life into networking and today have nothing to show for it. Some of them were super sales people, too. I believe the bases for these Christians not making the plan work is that the plan itself is worldly and          materialistic in nature. From what little you told me about this program, it sounds so much like Unamax I was beginning to  wonder if it  was that same  organization under another name  and title. Though I am in no way suggesting these things will happen to you, I trust you will consider what I'm saying as at least worthy of your prayers.

By the way, the pastor I said turned his church over to me also signed up our church secretary and her family. They, along          with others in the church fellowship, began traveling around the country together holding meetings in different cities. What          happened? The pastor spent so much time with his former church secretary that they began sleeping together, divorced their mates, and moved in together. The pastor had five kids and the secretary had three children; one was a six month old infant which she cheerfully turned over to her husband for custody. At the risk of sounding dramatic Rayburn, what you're in is dangerous to the very fiber of a Christian's relationship with God. Not because you're making money but because the people with which you work are caught up with money and wealth and easy living. I personally do not see how a Christian can successfully negotiate Christian and Biblical and moral principles by saturating their minds with that mundane and ungodly philosophy and I'm asking you to stop and think about what you are in.

As I've typed this letter and tried to put my feelings into logical patterns, I've felt in my heart that my letter won't have          any effect. After all, you may reason, it's working! It may be working but the foundation isn't based upon Christian morality          and that's what bothers me.

There are many other things which could perhaps be said but I'm sure what I've said won't touch you personally. Sandy          suggested I forget saying anything and just let it go. I, however, have felt the need to at least share my feelings with         you because I'm concerned over what could happen. If you had come to me and said you and a Christian friend borrowed a half a million dollars and purchased an old copper mine and because the mine was producing a million a year and you and your partner were making $100,000 each, I would have been thrilled. If you then tried to sell me stocks in order to expand your operations, I would have purchased all I could afford. I have no qualms about Christians making lots of money. In fact, one of my favorite preachers is a farmer in Arkansas. He nearly supports his entire ministry through the buying and selling of properties. I am not opposed to that and in fact admire him. I am not opposed to you doing the same thing and later returning to the ministry with your own support. The motives for such a desire, however, is what bothers me. I believe you'll find it impossible Rayburn to return to the ministry if you maintain this same philosophy, working with people who hammer this philosophy, and selling this philosophy to others; especially to other Christians.

I wouldn't care if you went into a business and never returned to the ministry. I would be honored, on the other hand,          if some day I were able to say, "Yes, I know Rayburn Cox...I even knew him before he was a millionaire." There is nothing          wrong with your desires; in fact, they are honorable before the Lord. I'm asking you to simply consider how you are going about it without the money and the hype and glamor in front of you by those who only want you involved in their idea so they can make more money. Be honest Rayburn. The philosophy is "Help me get rich and you'll get rich, too."

As I close my letter, I'm trying to guess how you will respond. I'm guessing, because  of what I've said, I  won't hear          from you again for some time; maybe you'll choose never to talk with me again.  That makes me sad. You mentioned how other Christians whom you had not seen for years became upset when you visited them only to discover they were being visited because you wanted to sell them on something. I know how they feel but I'm not so sensitive that I felt that way.  Like Sandy said, we're just glad you came to visit no matter the reason. I do understand how those people feel however.   They probably wonder if you ever would have contacted them if you hadn't gotten caught up into this business.

Then, too, I've thought that you may get really angry and tell me how wrong I am in assessing your motives. I state again,          however, I am not questioning your motives and in fact think your motives are honest and admirable. How could it be wrong for any man to want to support his family in the best way he could and to also put lots of money into God’s work on earth?
Those are good motives and honorable before God. If the foundation is wrong, however, we should reconsider. I wonder if you have gone to any brethren you really trust, set this before them, and asked them if they saw anything wrong with the program before you gave yourself to it? I know you've gone to others but not for their honest opinion and advice; you went to sell them. Did you at any time go to two or three men of God and show them the complete program and ask if they had any advice? I also would be surprised if Brother Todd would be in agreement if he had an understanding of the way this networking system works.

Many years ago, as a teenager, I wrote a letter to a Christian friend in Iowa. We had grown up together in a Baptist          church.  Though I was living in Nebraska, we kept in touch. I had allowed my Christian life to drift into something less than          honorable to God and wrote him a letter filled with immorality concerning a girl we both knew. To my amazement, he wrote back and chastised me for my letter and told me I  was totally out of line and to get my Christian act together. Though I was stunned by his letter, I respected him for his stand and his courage to warn me of my ways. Only a friend, I knew, could have been courageous enough to have written that letter to me. I trust, though I'm not comparing you to a Christian backslider, you'll consider my letter in the spirit in which it was written.

Finally, I've considered the possibility that you'll just consider me a jerk and ignore anything and everything I've said.          I hope you won't consider me anything less than your friend but that, too, is a possibility that has crossed my mind. The one          thing which I don't believe will happen is that you will take my remarks seriously. I know you won't give up what you’re doing because of the results and satisfaction you've gotten from it.

The money, the people you've met, the trips you've taken to Mexico, the traveling from one end of the country to the other and the exciting meetings you've been to are all pretty difficult to overlook. I will pray for you, however, that God will          continue to lead you in the direction He wants. You are one of the most Godly pastors I've ever known. You mean more to me than nearly any man with which I've ever worked. You are one of the greatest soul winners I've ever had the privilege of seeing in action. None of these feelings I have will ever change no matter what and where you go in life Rayburn. I pray, however, you will consider what I've said. Forgive me if you think I'm being too personal and trying to tell you how to live your life; that's not my intention. The reason I said nothing while you were here in Denver was out of respect for you and to hear you out. Then, too, I felt what you did was none of my business. It still is none of my business but as one of your brethren, I felt I had no choice but to ask you to at least think about what I have to say. My love for you as a brother in Christ, however, over rules any of my other considerations for grounds not to write this letter.

I would have had a difficult time living with myself if I didn't express these thoughts. I know you didn't ask for them but  if I          didn't respect  you and love you  as my brother, I wouldn't have taken two days and many hours to write this long letter.

I am not saying any of these things out of spiritual piety. In fact, I often feel I have failed in the ministry. I have no church, as do you, to point to and say, "See, that's what I did for the Lord." The only church I ever pastored eventually folded          though we did so owing money to no one. I don’t feel more spiritual than you or anyone else and this letter was not written          with that attitude even if you think otherwise. I'm not telling you how to live your life; I'm telling you that as a Christian,          some networking programs violate Biblical principles and morals.

Since you've lived your entire life by the Scriptures, I'm simply requesting you examine the Scriptures in relationship to this         business. I would be disappointed in you if you saw something in my life you felt cut the grain of Scripture and didn't tell me. I hope you'll believe that I am attempting to do the same now. I pray God’s best for you Rayburn and if you remain in the program you are currently in, I'll think no less of you. I feel honored that you even thought of me and my family as part of what you are doing and I mean that sincerely. I trust it will always be so. Complete In Him, Phil Scovell

CHRISTIANS AND MULTI LEVEL- MARKETING
http://www.moldovacrestina.net/english/christians-and-multi-level-marketing/ 23 April 2008 Translated by Felicia Djugostran
Multi-Level Marketing is a relatively new phenomenon in the society but it spreads very quickly. 
Wikipedia encyclopedia defines this term:

Multi-level marketing (MLM), also known as Network Marketing is a business distribution model that allows a parent multi-level marketing company to market their products directly to consumers by means of relationship referral and direct selling. Independent unsalaried salespeople of multi-level marketing referred to as distributors represent the parent company and are rewarded a commission relative to the volume of product sold through each of their independent businesses (organizations). Distributors earn a commission based on the sales efforts of their organization, which includes their independent sale efforts as well as the leveraged sales efforts of their downline.
Christians’ opinion about MLM are divided
According to an online poll, when asked “Is it admissible for Christians to practice Multi-level Marketing?”, 34% said “Yes”, 6% couldn’t decide, and 58% replied definitely “No”. On the other hand, there are many Christians who work in this way and they want to know what the Word of God has to say in regard to this. I was motivated to write this article by a Christian who doubts concerning MLM. If one hasn’t yet got the thing I am talking about, you will surely understand it when I name some companies that sell their products using this method. They are: “Amway”, “Oriflame”, “Mary Kay”, “Herbalife”, and other similar to these. So, Christians’ opinions are very divided and some came to the point to qualify Multi-level Marketing as a heresy.
The first experience that made me think
When I heard for the first time about MLM, I didn’t pay much attention and I didn’t try to enter into details. But, once I was in another country. There a pastor came to me who began to recommend a medical product to me and he was doing this very convincing. I bought that certain product, but he didn’t stop. At the next break he came with other products, and then he came with a catalogue and made some very professional presentations. I began to dislike what he was doing because I thought that it was sufficient for me the product I had already bought and I didn’t need to see other products, because I hadn’t asked this. At the same time I realized I had never seen that pastor, though I had known him for more time, to share the Gospel of our Lord Jesus Christ with such passion and such professional. But he could have done it because he graduated from the theological seminary.

A whole church has been affected
The next case happened in another country. A church had some problems and invited a young pastor to lead them. The pastor seemed very passionate and he was going on mission trips and tried to motivate people to this. But… after a while the pastor of this church began to work in a Multi-level Marketing and he even began to teach conferences in the whole country and to tell people how to do business. Instead of teaching the members of his church how to be true and good disciples of Christ, he was teaching them how to do business. I was sad to see how he used his gift of speech, which Christ had given him for other purposes than for that of sharing the Gospel. When he was told about this, that pastor replied that if he were only a pastor of the church, no one could give him 5000$ monthly. According to the Old Testament priests were not given land as inheritance so that they might not do business, but to answer to the need God had called them and to teach people the Law of God. The New Testament writes:

So also the Lord directed those who proclaim the gospel to get their living from the gospel. (1 Cor. 9:14)
How much is the Gospel shared?
When I found out that in our city there are many Christians implied in different MLM, and I invited them at a meeting where we put many questions to understand the truth about this business. When I asked them about the positive aspects of this kind of business, I was told that it offers many possibilities to share the Gospel with people. Then I asked how was that possible and how many times they shared the Gospel with people and how many came to God when they testified God through this business. All of us found out that there were no results in fact and the Gospel was shared only occasionally, but most time was used to advertise and to promote the product to sell it. Holy Scripture says: “His mouth speaks from that which fills his heart”. Then I talked about the importance of sharing the Gospel and some of them began to tell the Gospel and even to do Bible studies at every presentation of the products they were selling.

Discipleship that impedes discipleship
Multi-level marketing is based on a very strong institution. People are taught systematically at seminars, in small groups, and particularly how to make presentations, how to sell their product better. This principle is borrowed from Christianity and unfortunately, it is very seldom used in churches by Christians, when they have to study the Holy Scriptures, according to the Great Commission of Jesus Christ:

Go therefore and make disciples of all the nations, baptizing them in the name of the Father and the Son and the Holy Spirit, teaching them to observe all that I commanded you; and lo, I am with you always, even to the end of the age. (The Gospel of Matthew 28:19–20)

In the same church where the pastor began to practise this kind of business, before he came, people were very active in the gospel, were meeting at their houses and were studying the Bible, they were calling their friends, were going to different places to share the Gospel. Since that priest was enlured in that trap he took with him all other people. All spiritual activities were stopped or performed very seldom because Christians didn’t have time, they ran after potential clients the whole day. Here is what I referred to when I said that Multi-Level Marketing, compared to other kind of business affects Christian discipleship badly.

The reasons of fall are people’s hearts
My opinion is that the reason when one, as the mentioned priest, falls in his spiritual life is not Multi-Level Marketing, but the love for money from people’s hearts. This makes many Christians depart from God and not live according to the Bible. Apostle Paul wrote in regard to this:

But those who want to get rich fall into temptation and a snare and many foolish and harmful desires which plunge men into ruin and destruction. For the love of money is a root of all sorts of evil, and some by longing for it have wandered away from the faith and pierced themselves with many griefs. (1 Timothy 6:9–10)

The true problem of those who fell into the snare is not the MLM, but love for money from their hearts. MLM was bait for them, as business, leaving the country became baits for so many, more and more nowadays. The results are the same.

It would not be right to forget to mention some people who are implied in MLM, but they know the limits in business and are also very active at sharing the Gospel. When I asked them about their success in business, they told me they don’t have much success but they became members of that certain company only to buy cheaper the qualitative produces distributed there.

Let us pursue righteousness firstly
After Paul warned Timothy against the danger of love for money that threatens believers as priests, he said:

But flee from these things, you man of God, and pursue righteousness, godliness, faith, love, perseverance and gentleness. Fight the good fight of faith; take hold of the eternal life to which you were called, and you made the good confession in the presence of many witnesses. (1 Timothy 6:11–12)

The Lord Jesus said in His sermon on the mount: But seek first His kingdom and His righteousness, and all these things will be added to you. (Matthew 6:33)

CHRISTIAN MULTI LEVEL MARKETING REVIEW- IS THERE SUCH A THING AS CHRISTIAN MULTI LEVEL MARKETING? 

By Gregg Copeland http://ezinearticles.com/?Christian-Multi-Level-Marketing-Review---Is-There-Such-a-Thing-As-Christian-Multi-Level-Marketing?&id=3240809 

First of all what is multi-level marketing (or MLM) or network marketing? 
Wikipedia defines that as: "The structure is designed to create a marketing and sales force by compensating promoters of company products not only for sales they personally generate, but also for the sales of other promoters they introduce to the company, creating a downline of distributors and a hierarchy of multiple levels of compensation in the form of a pyramid. The products and company are usually marketed directly to consumers and potential business partners by means of relationship referrals and word of mouth marketing." 
In other words, there are generally two ways that someone would make money in an MLM. 
First is through the buying and selling of the company's products. 
Second is by enticing others to join you in the business so that you are able to make money (or commissions) off their sales and what they generate by in turn bringing in others to the business.

Unfortunately Network Marketing often times has a really negative stigma, and is misunderstood for something it truly is not. It is NOT what one sometimes mistakenly equates to a pyramid. An example of a "pyramid scheme" would be where someone sends out something (normally money) to names on a list, expecting to get more back than they sent out, when in fact everything just ends up going to a few people at the top of the pyramid. To the best of my knowledge pyramids are illegal. The difference between a pyramid and multi-level marketing is that there is an actual product (or products) involved with network marketing, and people have the opportunity to make money or commissions from the people that are in their teams in the hierarchy below them, based on their teammates performance. A big advantage to MLMs or Home Businesses it that it normally would not require the overhead or inventory or other costs associated with someone opening a traditional franchise.

This brings us to the topic of this review... Should there actually be Christian Multi Level Marketing in the first place? Are Christians setting a good example by being involved in such a business? 
While a good home-business should not require a massive amount of investment, it is realistic to expect some kind of investment. At the same time, it is realistic to expect that with some "sweat equity" there should realistically be a positive return on this investment. Instead are Christians chasing away the people that they want to reach by trying to introduce someone to their business? Is this a scam, and will Christians simply cause a series of complaint against them and Christianity as a whole?

These are some very tough questions. From a Christian standpoint, there is nothing wrong with money, but the "love of money" is something that is talked about many times in the Bible as being wrong. Even Apostle Paul raised money for Jerusalem and even was a tent-maker by profession. So for Christians it is clear that money is a simple necessity to survive, especially in our society today that uses money for simple things like food and basic essentials. Churches even take up offerings as a way to raise money to help causes that they support. People have to make a living somehow, so what is wrong with having a business that ends up being very profitable, so that as Christians we are able to bless others with what we are able to earn? I would suspect that most churches have paid staff members, including the head pastor.

The problem that a lot of people have with network marketing is that one can run the risk of losing friends that are not interested in being approached with their business opportunity, and they are not interested in the products that they are promoting. Also since Network Marketing frequently carries this negative stigma of being dishonest, someone approaching another this way can be taken as an attempt to take advantage of someone, or an attempt to entice someone else into doing something that they should not be doing.

I as a Christian myself believe that there is nothing wrong with being involved with network marketing, and think that there is a lot of good that one can do for others in this capacity. Instead it has everything to do with what home business opportunity you are standing behind. Since by nature no one would normally become involved in an MLM without the expectation of others joining in it is of extreme importance to research a company first, as a network marketer what you do affects not just you but others as well. Check out a company's products first, and do they truly help people Find out what kind of training the company offers and support there is for others that you bring on board. Finally what are the other people like in this company and do they like this company as well.

In conclusion, you will have to decide for yourself if network marketing is for you. Don't jump into things blindly and when you do approach others, only do so if if you feel that you can be a blessing to them by sharing what you have. Finally it is important to keep in mind that you will encounter resistance to what you are doing and issues that I have mentioned above likely will come up as some point. Your job I think is to simply to point out that this works for you and maybe (and maybe not) it would work for them, and why keep this from others if you truly feel that they could benefit as well.

Gregg Copeland is an experienced Trainer, Teacher and Internet Business Owner who specializes in having fun for profit and showing others how to do the same. He loves Jesus most of all. He also loves his family very much, especially his wife and best friend, and his three children (two of them twins).

NOTE: THERE WILL ALWAYS BE CHRISTIANS WHO FIND, NO MATTER WHAT THE EVIDENCE AGAINST THEM, NO HARM WITH STUFF LIKE CHRISTIAN YOGA, AND IN THIS CASE MULTI-LEVEL MATKETING- Michael
UNDERSTANDING THE DIFFERENCE BETWEEN MULTI-LEVEL MARKETING PROGRAMS AND PYRAMID SCHEMES
http://www.christianpf.com/understanding-the-difference-between-multi-level-marketing-programs-and-pyramid-schemes/
This is a guest post from Ryan who is the author of the Obsessed Analytic blog, a guide for young adults regarding life, money, and technology. January 29, 2010
Occasionally you may run across an old friend or acquaintance who has a deal too good to be true. You hear “Just buy a few of these and sell some of those and you’ll retire at thirty.” These pyramid/multi-level marketing/sales pitches are enticing, but it’s important to understand what’s worth it and even what’s legal. Understanding the difference between the scam known as a pyramid scheme and a legal multi-level marketing design is important to anyone wanting to try out one of these sales businesses.

What are Pyramid Schemes and Multi-level Marketing Companies?

Straight up, a pyramid scheme involves a lot of people passing a small amount of money up a “pyramid” so that the person at the top comes out with big bucks. Although profitable for some, the downfall of a pyramid scheme is that it is unsustainable. For any one person to make money, another dozen or so must lose money. Or for a hundred people to make money, a thousand must lose. No matter what, there are always more losers than winners.

Multi-level marketing (MLM) companies have a similar top down design as pyramid schemes, but when designed correctly, they function like a legal sales company (i.e. Primerica, JWS). When following the right frame set, a MLM company can provide sellers with a great entrepreneurial experience and a great source of income, but under the wrong rules, a MLM can ruin someone and make them waste their time.

How to Tell If a Deal is Legitimate

There is one key difference between the legitimate and illegitimate companies and this has to do with the product being created and the source of income. In any real economy, products are traded for currency which signifies the value being traded. A legitimate company has workers and sellers creating and selling a product and then outside buyers purchase the product in exchange for money. A good with value is being passed to someone outside of the company and the money is then distributed among the workers and sellers.

Multi-level marketing companies often require sellers to pay a fee to sell the good and this fee is passed up the ranks. If no goods are ever sold then this set up emulates a pyramid scheme. As more and more goods are sold, the design begins to look more and more like a traditional company where the sellers pay no fee and receive a commission for goods sold. A company is legitimate when it has more money coming in from goods being sold than from sellers paying fees to sell.

When a Multi-Level Marketing Company is Worth It

Even legitimate MLMs may not be worth it to the seller. It may take an unnecessary amount of time and effort to make the smallest amount of money. Here are some questions to ask before committing.

Is there an entrance fee to become a seller? 

Do I have to buy x units of the product (that’s a fee) to make a commission? 

Will I only make money if I refer others to the company? 

When evaluating a company, the more times you answer YES to the questions above then the more likely the MLM is operating like an unsustainable pyramid scheme. Be sure to be cautious of how hard it is to make money in MLMs. Remember that traditional sales companies don’t require sellers to pay fees to get started, don’t require sellers to buy the company product to make money, and don’t require sellers to have other sellers under them to make a living. Although these may increase your pay, you should be able to make a living without them.

What are your thoughts on MLM programs? Have you benefited from a well-designed one or been hurt from a deceitful one? Let us know in the comments…
THE COMMENTS:
1. FinancialBondage January 29, 2010 at 11:16 am 

I got burned on one year ago to the tune of $600. If you always have that get rich quick mentality, it will cost you. there is no easy way to make money. If there were, we all would be rich. Right? Sure wish I had that $600 bucks back in my account today.
2. Joe Plemon January 29, 2010 at 11:35 am 

My wife tried working for an MLM cosmetic company years ago. The BIG push was to recruit, recruit and then recruit more. The more recruits you get, the more money you make through THEIR sales. Those at the top were easily 6 figure income earners, but it was very difficult to make a living by simply selling cosmetics. This company (dare I say Mary Kay?) is still around and evidently doing well. But people should realize going in that the real business is recruiting and training…not selling cosmetics.

Thanks for the thought provoking post, Ryan. Your statement “A company is legitimate when it has more money coming in from goods being sold than from sellers paying fees to sell” makes sense, but would one have a tough time learning that information?

3. Kick debt off January 29, 2010 at 12:05 pm 

Good piece here when you say  “A company is legitimate when it has more money coming in from goods being sold than from sellers paying fees to sell.”

I have friends who have lost a lot of time and money on both MLMs and Pyramids. I therefore easily dismiss anything related to the pyramids and MLMs – especially with the mindset of getting out of debt… it is easy to fall victim of scams.
4. bondChristian January 29, 2010 at 5:44 pm 

Nice breakdown. I’m working on a guest post for Church Marketing Sucks that goes over the same issues. In a sense, Christians discipling other Christians who in turn disciple other Christians is a form of Multi-level Marketing. It’s important to understand why it works (and how it can be very effective) and the ways it doesn’t work and can end up ripping people off.

I enjoyed this. Thank you for posting. Marshall Jones Jr.

5. Suzy January 30, 2010 at 12:06 pm 

My husband and I have been involved in a wonderful MLM for over three years. We have done very well with it. I disagree with the assumption that if you answer “yes” to the questions, you should not get involved. Here are the facts:

* Is there an entrance fee to become a seller? There is a start up cost in any business venture. Typically, MLM fees are much less than it would be start a business or even to start work as a real estate agent! So that is unfair to lay at the feet of MLM companies.

* Do I have to buy x units of the product (that’s a fee) to make a commission? Why in the world would you want to represent products you are not using yourself? And again, this is part of the investment into your business.

* Will I only make money if I refer others to the company? Well, doesn’t all businesses work this way? All businesses make money by having customers. How in the world come MLMs be any different?

I believe the reason people despise MLMs is because they tried something and wanted some other people to make them rich. When that did not happen after sponsoring one or two people, they quit. They did not fail; they quit. Just like they quit at violin or golf. They decide if it does not come easy, it isn’t worth the effort. But no one blames the makers of violins or golf clubs for the failure. That would be absurd! It is also absurd to blame MLMs. The truth is most people are not going to amass wealth with a traditional job. They will live month to month, but probably won’t drastically change their future or their children’s futures financially. There are many wonderful MLM companies, but it takes hard work to be a success. The one I am involved with is certainly not a “get rich quick” or “lottery win” venture. The friends we have met in this industry who have been successful (some of them wildly successful) all worked very hard and had to put cotton in their ears against people who went around yelling “SCAM.” They did what everyone said could not be done because they trusted that the Lord brought them the opportunity. They were faithful and God rewards faithfulness. The people out there yelling, “SCAM” are the greedy and unfaithful and they are bringing an evil report. I would not be so quick to criticize the opportunities God is bringing to his people. We know people who have been able to feed their families and stay out of foreclosure through MLMs when traditional companies have failed.

RESPONSE FROM THE AUTHOR:

Ryan January 30, 2010 at 2:40 pm 

Suzy, great comments. I’ll try to address them all.

True that business ventures have some sort of cost, but most sales people don’t pay the company they are joining – they get paid instead. Also, in a pyramid scheme you pay people above you for nothing and most people would agree that a pyramid scheme is not worthwhile. An MLM can fall somewhere in between. If you’re paying for access to a quality product like the one you probably sell then it’s definitely worth it. But if the money is just rising up a pyramid and you’re not getting anything in return it can be a waste. Glad you found a legit one.

Second, most sales people don’t have to buy their company’s product to be successful. For example, a car salesperson doesn’t have to buy one car a month in order to get a commission on the rest of the cars he sells. Some MLMs require you to buy products that you never use just to make a commission. This doesn’t make since to me. But if it’s a product you like then I agree. The key is if you really stand behind the product and in your case it sounds like you do.

Third, as far as referring people I am talking about getting other sales people below you. Just like a regular company has sales people at the bottom that are still making ok money with managers on top making good money, an MLM should have people making money at all levels. If the people at the top are the only ones making money to justify their time but the ones at the bottom are losing then it may not be the right use of time for everyone.

Finally, the point here wasn’t to criticize MLMs. The point is to help people discern between the legit ones and the ones that are really disguised pyramid schemes. I think you nailed it when you said your company is not a “get rich quick” scheme. Just like any entrepreneurial venture, the best MLMs require a lot of hard work from people like you who are willing to stick with it.

Let me know if you have more questions. It’s great to hear from people who have found the right MLMs to work with.

WHAT’S WRONG WITH MULTI-LEVEL MARKETING? 
http://www.vandruff.com/mlm.html by Dean Van Druff  
See the article "What's Wrong With Multi-Level Marketing? a.k.a. "Networking" Companies" starting page 32 and ending page 36 with the paragraph: 
"Job Opening: Salesperson of Sin!
Do you want to be involved in the blatant promotion of values contrary to your belief system?

In most MLMs you will have no choice. You are going to have to sit through meeting after meeting after meeting after meeting. You are going to be "motivated" to coerce your friends and family to hear "the pitch." This is the way the "dream" is planted and fertilized. Get used to it."

Below, I copy the rest of the article as it appears on this web page:
If you are a materialist, you only have to get over the cheekiness of the presentation. But if you do not wish to promote such ideas, if you consider them sinful, then this puts you at the focal point of a moral dilemma. Do you wish to be a salesperson for materialism?
Lack of Information Quality Control: An MLM Incentive?

On the flip-side of the issue of being stuck with the recruitment "pitch" is the fact that the MLM organization is otherwise loose, to say the least. This is part of the appeal to many, to "be your own boss."

But in practice this leads to loony product claims, many of which are deceptive and some of which can be positively dangerous.

Hyperbole is a given in an MLM. When inexperienced salespeople are turned loose to sell on full commission without supervision or accountability, what else could happen?

Since MLM organizations are notoriously flash-in-the-pan, one has to wonder why any new company would choose this flawed marketing technique. Perhaps one of the things to consider is that the MLM organization 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": it can be used to sell products that could not be sold any other way. An MLM is a way to get undue credibility by exploiting people's personal friendships and relationships via "networking." This is an intrinsic moral difficulty with MLMs that will be expanded in the last section.

MLM Sales Technique: Rumors, Slander, Defamation 

Hyperbole is not limited merely to product claims, however. When MLMers turn to their competitors it can get ugly indeed. Some of the most outlandish rumors of modern history can be traced to MLMs. In recent years, for example, the international rumor that the president of a major real-world corporation was a Satanist, and that the logo of his company contained occult symbols, turned out to have a commercial motive and was traced to specific Amway distributors. These were successfully sued in 1991, but the rumor persists. And how much else of the MLM negative "sales pitch" is fabrication or outright lie? Not all the negative selling claims are as scandalous or widespread as the previous example, but the MLM culture produces so much of this stuff it would be hard to prosecute it all.

Again, what else could be expected from inexperienced salespeople thrown into an oversaturated sales market on full commission and no accountability?

Negative selling is not unique to MLMs, but MLMs have a legacy of fostering a culture of credulity, of bizarre "gossip-as-fact." After all, this is a friend telling me this!

Telling lies about people or groups is slander. Systemic and malicious slander is illegal in most civilized countries. Slander is a sin listed next to murder and adultery in Biblical texts. But how will you know when you become the slanderer by repeating what you heard in an MLM meeting?

Great Men?

Another morally questionable practice that is not intrinsic to MLMs, but seems axiomatic, is the pent-up idolatry of the leaders.

In FUND AMERICA, the "approved materials" showed what a great man the founder was, depicted the depth of his management experience, showed him in mood shots, etc. It is easy to swoon in admiration of such a powerful, visionary man, dedicated to bringing this wonderful opportunity to common Americans like us.

It turned out he was a criminal fugitive from Australia, where he had been run out of town for doing the same.

But you would never guess it from the company material. A great man.

There are more than a few MLM "executives" like this who will pop up tomorrow in the MLM du jour. MLM exploitation can be very profitable and the jail sentences light. Let the MLM "dream" buyer beware.

I have been taken to task for making this point too strongly--and do not wish to imply that all MLM leaders have criminal records--but it does pay to do some research here. Are the idols you are being asked to worship in MLM worthy of respect, or contempt? Have they been prosecuted or sued for exploiting people in the past? Have they done prison time?

Do not expect to hear the full truth in the MLM video.

Pride and the Secret Closet: Vanity and the Way MLMs Grow

"Mr. Prospect, now you aren't required to buy more than three product units, but why bother joining unless you plan to succeed? Besides, all of our products are 100% money back guaranteed."

"Hmmm... To ask for a refund, then, is to admit defeat. Others appear to be doing O.K. at this. I'm no failure! Perhaps I should go to another motivational seminar or strong-arm and alienate one more friend to join. I wasn't fooled! I'm no failure!"

So, the "inventory" and "recruitment kits," never viable, collect dust. They become a pile in the back closet or attic, a trophy to pride being unable to admit that greed seized the moment.

Back to the Pyramids: Innovative Marketing or Organized Crime?

It is generally agreed that to mislead people in order to get their money is morally reprehensible. It is labeled "theft" or "fraud," and those who do it should be punished. No one is naive enough to suggest that you can't make money at it. Crime can pay, at least temporarily.

Pyramid schemes are illegal. They are illegal because they are exploitative and dishonest. They exploit the most vulnerable of people: the desperate, the out-of-work, the ignorant. Those who start and practice such fraud, should, and increasingly are, being punished for their crimes.

But add a product for cover, and call it an MLM, and people are willing to swallow its legality. Is this true? Really? Who says so?

The Feds versus the MLM Gang: The Other Side of the Story

It is a fact that a few large MLMs have survived against the best efforts of law enforcement officials to shut them down, spending millions of dollars to protect, lobby, and insulate themselves. But the same could be said for any organized crime. It is difficult to stop once it becomes so large.

And MLMs look so legitimate to the public, so decent. So many nice people are involved. Surely, it can't be illegal! The people lower down may even defend the very organization that is robbing them, hoping that they might get their chance to make "the big money" later.

But if it looks like a duck, walks like a duck, and quacks like a duck, it probably is a duck. Unless it is an MLM, and then it is NOT a pyramid.

The Feds generally see it differently... when the ML (multi-level) aspect begins to eclipse the M (marketing) of products or services.

People can make money in an MLM, undeniably. The moral issue is: Where is the money coming from? Selling product? Then why not sell the same product in the "real world"?

But everyone knows that the real incentive is the pyramid aspect, and the product just the excuse to make it legal, or at least the MLM promoter would like you to believe it is legal.

The Mob and the MLM: A Stretched Analogy?

Talk to a mobster, and he will tell you that he is "merely misunderstood in his benevolent intentions." "We are just trying to 'build our business.'" "It's all a conspiracy to make us look bad." "The Feds are out to get us because they are jealous or afraid of our new way of life." "Why, look at all the good we do!" "We are looking more legitimate every day." "Here's a statement from a famous DA that the Mob is really a good organization and no harm ever comes from it." "We've even got a minister to endorse us now!"

Propaganda and MLM Expansion

The MLMers of the new millennium are starting to sound a lot like the gangsters of yesteryear. In an era where management science and the law generally condemn MLM, they've "got their own experts," from academia or law, who are "on the payroll." Confidence, remember, is key.

Regardless of all the vehement denials, MLMs are all to some extent pyramid schemes, and pyramid schemes are illegal. Sure, some are "getting away with it," but so did the Mafia for decades. It is hard to stop a juggernaut, especially one that has taken such pains to look legitimate and misunderstood, that is highly organized, and that has so much money from its victims to propagandize, lobby, and defend itself. And so the exploitation goes on.

If these guys show up in your neighborhood, you are either "in" or "out," family or target, friend or foe. Suspicion rules the day; everyone has an "angle"; greed supplants innocence. The "neighborhood" is turned into a marketplace, and may never recover from the blow.

The ethical questions remain: Are MLMs a morally acceptable way to make money? Are they--and will they continue to be--legitimate?

MLM Proselytizing: Beneath Begging?

If money is needed that badly, why not simply ask friends and family for help rather than taking money from them under false pretenses--and also selling them a bill of goods? By "sponsoring" them, you have not only conned them and profited at their expense, you have made them feel like losers, since they are not able to make a success of the hopeless MLM concept.

Once seen, only the morally blind, or consciously criminal, could continue in such a "business."

But wait, perhaps you could recruit... your mother!

Moral Inventory

By way of review, the prospective MLM initiate has to face and resolve these ethical issues:

Do I want to be involved in encouraging people to be more materialistic?

Do I want to sell a product that perhaps couldn't be sold any other way?

Do I want to be a part of an enterprise famous for slander, libel, and rumor?

Do I want to be a part of a company that may employ criminals as marketing experts?

Do I want to make money off my ability to convince people that an unworkable marketing system is viable?

Do I want to be known among my friends and family as a person who tried to con people with a thinly veiled pyramid scheme?

If you can answer these questions "yes," training is available... But remember that God is watching, even if you never get "successful" enough for the Feds to notice you.

IV. Relationship Issues: An Experiential Problem

Learning the Hard Way

MLMs grow by exploiting people's relationships. If you are going to be in an MLM, you swallow hard and accept this as part of "building your business." This is "networking." But to those not "in" the MLM, it seems as if friendship is merely a pretext for phoniness, friendliness is suspected as prospecting, and so on. There is no middle ground here, try as you might.

While this is the most difficult point to make, it is perhaps the most important. Anyone who has any experience with an MLM has strong feelings, either for or against, and this is the problem. Polarization runs deep.

High-pressure Selling -- Reserved for Pyramids Only

When it comes to selling product, MLM sales reps are probably no more aggressive or obnoxious than ordinary salespeople. Since most are not salespeople by nature, and it is characteristic that MLMs attract few people with any experience selling this particular product or service, they usually sell through pre-fab "parties" or home "demos." Thus, sales pressure is exerted by situation, if at all.
It should be noted that when selling product, the only distinction from a real-world business is the possibility for deception due to the "looseness" of the MLM and the incentive to exaggerate claims without any accountability. Other than this, selling product in an MLM is fairly similar to selling any product in the real world.

But when it comes to getting you "signed up" as a "distributor," the MLMers get pushy and deceptive beyond the boundaries of polite social norms.

Remember, an MLM is defined by its rewarding people to recruit others in multiple levels.

"Mother, Let Me Tell You About a Fantastic Opportunity..."

Even ex-accountants are willing to practice the crudest of high-pressure selling tactics, at least when it comes to "signing people up." The end justifies the means, when it comes to getting people to come to the "meetings," where the objective is to get a materialism frenzy going at high pitch through a slick speaker or video. The reasons for this "confidence building" should be obvious by now, but here we are considering the relationship cost associated with the "success" of the MLM.

The above title is meant to be absurd. Most people, no matter how jaded, would not foist such a con on their own mothers. Even if people don't know the specifics of what is wrong with MLMs, intuition often warns us: "Don't tamper with that relationship." The first marks for recruitment are the gullible, or the "expendable" friends. But successive moral compromise, experience, and desperation... may yet lead to "good old Mom."

Never Admit You Are Wrong

Many have left high-paying jobs to "pursue their dreams" in an MLM. Having been conned so dramatically, they do not easily admit defeat. It seems easier to cling to the bad dream in an increasing cycle of desperation to make the MLM work against all odds. "Losers" at the bottom congregate into support groups, perhaps spinning-off another MLM where they can be "boss." There is an undeniable camaraderie among MLMers. But for everyone else, "there goes the neighborhood." It is saddening to see people being encouraged against all instinct and common sense to chase after an illusory "pot of gold," but what can be done?

Counting the Cost: The First Church of MLM 

Many readers will share the experience of observing MLMs divide families, friends, churches, and civic groups. Lifelong friends are now "prospects." The neighborhood is now "a market." Motives change, suspicions rise, divisions form. The question is begged: "Is it worth it?"

Especially nasty is the church situation. Will the pastor join? If not, he will take a dim view of MLM proselytizing at church functions; animosity will rise, factions will form. You are either "in" or out. If the pastor joins, then those who are not "in" will feel a little uncomfortable in this church.

A church (or any community group) can be easily torpedoed by an MLM.

Trust Your Instincts?

For most people, thankfully, the MLM experience usually ends in very quick financial failure and is then sidelined. Two possible responses are: 1) being embarrassed about participation, or 2) becoming even more intractable when the MLM has failed. You will find the latter chasing after the latest "get rich quick" scheme with similar results. "If we could have just sponsored so and so--they have so many friends--we would have made it."

Thus, there is reason for the "bad taste" most people have for MLMs. By instinct if not experience or insight, we wince at the thought of what we know will follow in the wake of an MLM. Relationships strained, factions formed, deception, manipulation, greed, loss, a closet full of videotapes, brochures, and useless inventory that "everybody wants."

Disease Alert: Beware of MLM Blindness

Apparently, it is difficult for gung-ho MLMers to see how they look from the outside. They can watch lifelong friendships unravel, churches and civic groups poisoned, the avoidance of friends and family, etc., and never see that MLM was the cause.

If you try to point this pathology out, you are treated as if you have attacked the very gospel! Perhaps for some, the MLM approach is a new gospel?

They will claim to have made "new friends," most of which are MLMers or new acquaintances who could be considered "future prospects." The shallowness of these "new friends," the stilted conversations among the "old friends," and the embarrassment, in general, for what seems clear to everyone but the MLMer go unnoticed. Callousness sets in; standards are lowered.

Of course, it could be pointed out that this might have happened anyway. Perhaps the die-hard MLMers would have ruined their friendships anyway in some other non-MLM business failure. Is the MLM really the cause, or just the vehicle?

Business failure of any type is traumatic on the relationships involved, but in most small businesses there is at least the chance of success. And this is never the case in an MLM, unless "success" can be defined as profiting off of the failures of others.

Non-MLM real-world businesses that offer products of interest to friends, family, etc., such as insurance agents and small retail shop owners, seem to be more circumspect in dealing with personal relationships in all but a few rare (and grievous) cases. But the MLMer is recognizable by duplicity of friendship overtures, overbearing glad-handing, full-time prospecting, outrageous initial deception, and social callousness. This is no accident, but rather sheer desperation. How could it be otherwise? For the active MLMer is in a hopeless bear trap: with hubris as one steel jaw and oversaturation the other.

And so the MLM relationship "bull" tramples through the relationship "china closet," blindly ruining fragile and valuable things. Some never pull out of this, figuring the coldness they experience in their emotional lives is due to some other cause than their MLM participation.

The Aftermath

One can't help but wish that the "neighborhood" could be like it once was. But an MLM storm has blown through, ruining valuable relationships with no regret or conscience. And brace yourself, another one is coming. Perhaps it is in that smiling face approaching you, or in that nice letter you just received from a "friend"?

What goes unnoticed to the MLMer is that when the neighborhood is turned into a marketplace, something precious is lost... which is not easily regained.

This aspect of the MLM experience should not be underestimated, and the reflective reader would do well to think twice about the value of friends, family, community, and church fellowship before joining or continuing in an MLM.

Summary of What's Wrong With Multi-Level Marketing

1. MLMs are "doomed by design" to recruit too many salespeople, who in turn will then attempt to recruit even more salespeople, ad infinitum.

2. For many, the real attraction of involvement in multi-level marketing is the thinly veiled pyramid con-scheme made quasi-legal by the presence of a product or service.

3. The ethical concessions necessary to be "successful" in many MLM companies are stark and difficult to deal with for most people.

4. Friends and family should be treated as such, and not as "marks" for exploitation.

It is hoped that by clearly pointing out "What is Wrong With Multi-Level Marketing" that many might be spared the inherent and associative pitfalls by avoiding the practice.

As well, for those who insist on practicing MLM, it is hoped that this analysis will serve as a handy framework of problem areas to be avoided if and where this is possible.

Internet Links for Further Anti-MLM Research and Information

E-Mail examples, Frequently Asked Questions, Additional Points and Rebuttals section at http://www.vandruff.com/mlm_FAQ.html
E-Mail the author of this article, Dean Van Druff, at end of this section.

The Pyramid-Scheme-Alert (PSA) organization offers consumer information on MLMs, news of legal cases, analytical tools, insightful articles, and an opportunity to affect new laws and social change by membership and contribution. You can do your own evaluation of any MLM program or suspected pyramid scheme.

False Profits is a book that traces out how MLM participation can commandeer and derail people's religious ideals. Go to http://www.FalseProfits.com where there is a sample Chapter of the book and other articles concerning the legality of MLM.

A Christian businesswoman, Athena Dean, exposes the spiritual cost and compromise of MLM proselytizing within the church in her books "Consumed by Success" and "All that glitters is not God -- Breaking free from the sweet deceit of MLM," available at http://www.winepressbooks.com. 
Believe, The Movie is a hilarious take on “Network Marketing”. Recommended for MLMrs and “anti-MLM zealots” (what I’ve been termed by critics of my criticism) alike, as we both are lampooned with side-splitting accuracy.

A transcript of Dateline MSCNBC's expose in 2004 on Amway / Quixtar.

Ami Chen Mills "Shaking the Money Tree" is fascinating journalism that captures the "stink" of MLM pathology and culture most vividly. Hold your nose, and dive into major deja-vu at http://www.metroactive.com/papers/metro/10.03.96/cover/multilevel-9640.html  

FTC warnings on MLM chicanery at http://www.ftc.gov/bcp/conline/pubs/alerts/lotionalrt.htm and http://www.ftc.gov/bcp/conline/pubs/invest/mlm.htm, with an excellent legal and historical overview at http://www.ftc.gov/speeches/other/dvimf16.htm. 
US Government USPS on Employment Schemes, including Distributorship and Franchise Fraud, Phony Job Opportunities, and Multi-Level Marketing at http://www.usps.gov/websites/depart/inspect/emplmenu.htm, or direct to the MLM warning at http://www.usps.gov/websites/depart/inspect/pyramid.htm. 
The Better Business Bureau (BBB) has Multi-Level Marketing Scam Alerts at http://www.bbb.com/alerts. This page has become cluttered, so you might want to click on SEARCH and then type in "pyramid" or "multi level marketing".

Forbes Magazine's article on Herbalife has graphs that show the "by design" MLM balloon burst, at http://www.forbes.com/forbes/1997/1020/6009043a.html. 
Inc. Magazine's Norm Brodsky gives us "Multilevel Mischief" which depicts how MLMs churn through human relationships at http://www.inc.com/magazine/19980601/941.html. 
"MLM Survivor.com" has some up-to-date headlines on the latest MLM lawsuits and legal actions by State and Federal law enforcement at http://www.mlmsurvivor.com/. 
Dr. Jon Taylor's website with surveys of MLM tax preparers, a comparative analysis between MLM and illegal pyramid schemes, consumer protection guides, "MLM numbers - the odds of success", information for law enforcement, warning to consumers and regulators in Asia and other countries, a history of MLM, actions that can be taken by victims of MLM, and humor and satire. http://www.mlm-thetruth.com. 
The Quatloos fraud and scam site tackles MLM at http://www.quatloos.com/mlm/mlm.htm. 
The Pinking Shears, a Mary Kay discussion and recovery website, is at http://www.thepinkingshears.org. 
Dr. Stephen Barrett explores the risks of medical products being marketed with MLM at http://www.quackwatch.com/01QuackeryRelatedTopics/mlm.html. Specific examples are given. 

Eli Mantel's "Cagey Consumer" has a great set of research links and concise position statements at http://www.geocities.com/WallStreet/5395/mlminfo.html. 
Eric Scheibeler, a high-level MLM'r turned whistle blower, is offering his book "Merchants of Deception" at http://www.merchantsofdeception.com/purpose.html. 
Peter Blood's personal observations from Australia, after decades of experience with MLM, at http://www.themlmfile.com.au.  
For articles on "MLM Harassment" at work, as well as postings on Amway and MLM in General, see The Skeptic's Dictionary at: http://skepdic.com/mlmhar.html. 
For a humorous lampoon of some of the goofy products often peddled via MLM, see "The Laundry Disk 2000" Website at http://www.worldwidescam.com. 
Robert L. Fitzpatrick's "The 10 Big Lies of MLM" is posted at http://www.mlmsurvivor.com/fitzpatrick.htm.  

A MLM Lawyer gives an opinion on what constitutes a "legal" MLM scheme in the US at http://mlmatty.com. 
Consider Procter and Gamble's perspective on the Amway "Satan Rumor".
For a sampling of lucid reformers within the MLM industry (a most welcome and cathartic trend) see:
1) "Where Have All the Products Gone" by Gerald Nehra at http://mlmstartup.com/articles/ramble.htm; 

2) A lament of the soaring prices and flimflam nature of a few too many modern MLM products by Leonard Clements at http://www.marketwaveinc.com/articles/MLMProducts.asp. 
As a closing parable - if you are not already familiar with it - please click here to read a synopsis of Hans Christian Andersen's "The Emperor's New Clothes". 
To send E-Mail to author Dean Van Druff on this subject, please read the FAQ first.
NOTE: SOME OF THE ABOVE LINKS FOR ANTI-MLM INFO. HAVE BEEN NOTED EARLIER IN THIS REPORT; ALSO SOME OF THE ARTICLES HAVE BEEN ACCESSED AND REPRODUCED IN THIS REPORT. I HAVE ONLY REPRODUCED THEM HERE BECAUSE THEY HAVE BEEN RECOMMENDED BY/REFERRED TO ON A CHRISTIAN SITE- Michael
WHAT IS WRONG WITH MLM – FREQUENTLY ASKED QUESTIONS

http://www.vandruff.com/mlm_FAQ.html by Dean Van Druff email Author Dean Van Druff
What do you think of THIS PARTICULAR (fill in the blanks) MLM? 

We do not track the MLM du jour. 

New MLMs pop up like jack-in-the-boxes all the time. Thus, ours is a general case against the technique. 

In the article, our approach is to simply yell out that the MLM emperor "has NO CLOTHES". For those with the capability to "snap out of it", this should suffice. Pointing out particular freckles on the emperor's hiney is not necessary. The man is stark naked, for crying out loud. Once seen, criticizing particular MLMs or MLMers seems unnecessary. 

And if we are not correct, if our generalizations are not accurate, then we are just idiots in the crowd. Saying the emperor is naked--if he is not--does not make him so. 

You be the judge. Do the points made fit the reality you see, or not? 



This new MLM has a really great new approach... I am told that it is not an MLM at all, but a Network Discombobulation Matrix Downline (or somesuch)... 

You know the old story about the donkey who wanted to be a horse. He had his act down pretty good, but there was always that embarrassing "HEE HAW" that would come out when he got excited. 

Why bother the ruse? Why dress an MLM up as something it is not? 

Not only are MLMers playing this shell-game with terminology to try to further obscure the pyramid aspect when recruiting, they also often initially try to hide the fact that they are MLMs when they go to sell product. More on the motive and need for this below--if it is not already clear from the article. 



Isn't MLM a great way to start a business? 

No. The reasons for this were detailed in the article. 

Author's note: If as you read through this, some of the questions seem a little repetitive and the assertions time-worn, imagine going though our daily mail! 



I want to start a business and see MLM as a low-risk way to do it. Don't you agree that MLM is a great opportunity for small-business start-ups? 

No. 

Due to the OVERWHELMING negative public opinion of MLM--even if there were in fact nothing wrong with it (and there is, in my opinion)--is this not reason enough to steer clear of it? 

It is hard enough to make it in business, why have an MLM albatross tied around your neck? 

If you run in the Olympics, you play to win. You would not go onto the track with a ball and chain tied to your leg. Why go into ANY business ... with the ball and chain of MLM negative perception around your leg? 

Since there are few people not already stung by the MLM con, why would you handicap yourself with what I call "the MLM stink"? The MLM con has largely run its course, and most people can recognize it by smell. [More on this later.] 
This is no secret. Practicing MLMers know of this problem all to well. That is why those who insist on trying to make this faulty marketing system "work" (exploit more people) are doing their best to obfuscate the ML (multi level) aspect as long as possible and with considerable, deliberate stealth. 

But for all the camouflage, you can smell this skunk from a mile away. 

Some have accused me of adding to the MLM "perception problem" with my article. But I did not make the emperor naked; I am only pointing out the obvious for those who care to know. 



I have found SUCH AND SUCH (fill in the blanks) MLM that is really great. Are you suggesting that ALL MLMs are pyramid schemes? Aren't there legitimate MLMs? 

In so far as a company is "ML"... it is pyramidic and thus illegitimate; it could not work by legitimate means and is a con. Many MLM companies downplay this in experience, and, to the extent they do, they can certainly be honest and ethical in other aspects. 

Let me say that again. In so far as an "MLM" company is "ML" (pyramidic) then it is fraudulent and illegitimate. In so far as a company Ms (markets) products and services (rather than "the dream") then it can be just like any company. Some MLMs emphasize product selling rather than MLM "math magic", and thus they can avoid many, if not most, of the "Wrong Withs" I point out. On the other hand, there are many MLM companies for whom the product is merely the cover for building a collapsible pyramid. 

Thus, MLM companies can run the gamut from 99% pyramid scheme to 1%. But to qualify as being an MLM, it must be at least somewhat "ML", even if this is downplayed, right? 

Really bad are the MLM hucksters who ask for 5-50K$ up front and so forth. These are the real menace, and the main target of my article. 

But still, to lose time and reputation in an insipid MLM selling (fill in the blanks)--even if it is not openly predatory--is bad enough. The dynamics of failure are the same. And even if you are not being asked to put up a lot of up front cash, remember that time is money. 

And I hope that my article helps somewhat to clarify what is wrong with MLM, so that if you MUST do it, you can avoid these pitfalls as much as possible. 

For those who are trying to reform MLM from inside: I will be the first to admit that if the "ML" pyramid aspect is systematically de-emphasized... at some point it becomes insignificant and many of my "What's Wrong Withs" no longer fit. 



Why do you think there is anything at all wrong with multi-level marketing? 

No, I am not kidding. 

I seriously wonder how many MLMers who write me have REALLY read the article first. But to be fair here, this is not an exclusive problem to MLM practitioners - net surfing does tend toward shallowness, does it not? A page is pulled up, lightly scanned, the gist is got, and "been there done that". Or, the gist is got and a knee-jerk flame is sent that is wildly off-the-mark. Or, a question is asked that was dealt with CLEARLY in the article, and thus ends up sounding rather daft, as above. 
Since most people read their emails assiduously, even when they are like ping-ping balls while surfing, in the future I think I will just paste the relevant chunks of text from the article--that was not read--into my email responses. Perhaps there is an auto-responder email program that could handle the predictable nature of these? 


I visited your web page and think you should join my new (fill in the blanks) MLM. It really is great. I know you have been burned in the past, but here is a chance to make a success of yourself. A fantastic "ground floor" opportunity... 

Either extreme hubris, chutzpah, or an auto-sender which searched for the word "MLM" in web-postings and broadband sent. About twenty a day... 


I like the product sold by a particular MLM. Should I join to get a discount? 

This is a personal decision that you must make for yourself. 

Some modern versions are more like buying clubs than serious MLMs. Since the cost of entry is low in these cases, the level of exploitation goes down dramatically, in terms of money. And at least people can use the products, even if they are overpriced due to paying royalties to multiple levels. 

A consideration here might be how sordid the culture of the particular MLM is in terms of slander, hype, materialism, etc., and whether you think you can stomach this. 

The question, to put it bluntly, is whether or not you think it worth it to put up with the inevitable chicanery and other sordid accouterments of the MLM in particular, just to get a "discounted" price. 



I like the products of a particular MLM, but do not wish to join. But they keep trying to recruit me... 

It is a common experience to find it very difficult to simply buy product from some MLMers. For the aggressive MLMer there is no firewall between selling product and commandeering people's lives and livelihoods by sheer bullying. The distinction between selling product and high-pressure recruiting is blurred. For these types--even if restraint is attempted--you can see them angling, the eyes expectant, bursting with anticipation for anything you might say that would provide an excuse for launching into "the pitch". The subdued reality here, despite denials to the contrary, is that the product is merely the pretext to sell "the dream". And here you come again... 
And the comedy of this rapacious recruitment should not be missed, even if it is a massive insult to those being proselytized. 

Imagine going in to simply buy an ice cream cone and getting harangued by the scoop-jockey into becoming an ice cream man? Imagine going in to buy shoes and being harangued by the shoe salesperson that you ought to quit your life's vocation and "grab the golden shoehorn." If you protest this overbearing silliness, you are a "loser" (...in so many words) and the whole MLM spiel. To endure all these insults and machinations just to get a pair of shoes is a bit much, no? 



MLM is an entrepreneur's dream that you just happen to disagree with. 

One of the chief tragedies of MLM is that it blunts the entrepreneurial energies that might be otherwise profitably channeled. It leaves a wake of failures behind who might otherwise have been successful business starters. 

It nips the entrepreneurial spark in the bud, to mix metaphors. 

For this it should be clearly and forcefully condemned, as many think MLM can be made to work (via MLM propaganda), and that they are just "losers". 

This is why I point out that MLM can NEVER work as advertised, unless you consider successful exploitation and hucksterism to be "working". 

It is hoped that a few can "snap out of" this dismal pathology and become real business starters and successes. 



I JUST KNOW you lost your shirt in an MLM in the past. You're just a sore loser. 

Nope. Wrong. 

[Author's note: something like 75% of ALL the MLM flames I get have this presumption in it. I suppose it is a common enough experience that the assumption is not wholly without merit... <smiles>] 

Mine is a theoretical case against the practice. Might I suggest that you decide whether my analysis is right or wrong without trying to second guess my history--and getting it all wrong? 



Let me guess your motivation. It is just sour-grapes since you could not make it work (or fill in the blanks of some other motivation off-the-mark). 

To ward off future muddleheaded guesses, I will here disclose my motivation. 

It is Section IV. I care enough to speak out against what I see as wrong. 

And if my premises are correct, then MLM is to some extent exploitative and dishonest and will not work. In most cases and for most people it is the waste of money, time, friends, credibility, and life... that I (and now others) are making a clarion call to warn people about. 

That there are good things about MLM as well is not my concern in this critique. To give two extreme analogies of the silliness of this logic, David Koresh had "good things" about him, as did Hitler. But these "good things" were not the salient issues, now were they? 



What about Melalueca products (or fill in the blank with other health care products) that I cannot get ANYWHERE but through an MLM? 

As to Melalueca, it is a good example of an MLM "buying club" of sorts; hardly big game worth this kind of firepower. 

As to selling medical products with MLM, we have perhaps a more serious problem than just losing your money. For we ought to be suspicious about the "snake oil" aspect of any product thus marketed. (Excuse me, it is tree oil, not snake. <grins>) 

I had decided early on not to use to use many examples (more on this later), but cannot resist one here. 

A church friend of ours was going to a Melalueca meeting one evening, and asked our opinion in advance. I gave her a verbal summary of the article, especially focusing on the hyperbole endemic to such marketing approaches and the associated health risks, telling her a few horror stories as evidence. About 2am the following morning, she called in a panic screaming "I'M BLIND, I'M BLIND," and so we raced over to her apartment. The place stunk like a toxic waste area, so we put towels over our faces and rescued her and her 3-year-old son out of the house. What had happened was that she had heard at the meeting that it was a good idea to put the stuff in a vaporizer, as it had "antiseptic qualities". She did so to the results mentioned. Her "friend" who advised her thus tried the same that evening (even convinced herself it was a good idea) and ended up in the hospital with several layers of her eyes burnt off. 

We cannot blame Melalueca or the product for this nonsense; it was never intended for such use. But we can blame the snake oil marketing "plan" which was doomed to this or worse. 

How could Amway, or Melalueca, or any MLM supplier anticipate what might be said next in a meeting to ward it off? It is impossible. The only option is to be quick to clean up the inevitable messes after the fact. 

So, while good health care products CAN be sold by MLM companies, let the buyer beware of what he/she heard it would do or how to use a product in an MLM meeting. And ought not we be suspicious that an MLM marketed health care product might not sell any other way? 

Are you going to believe what you heard in such a meeting? Are you going to risk your life? 

And why is this product not being sold in the "big dog" market if it is really so great? Why would a company with a verifiably excellent health care product be fumbling around with a tainted and suspicious marketing strategy such as MLM? Perhaps this is the only place they can sell this product... or make these claims? 

This does not mean all health care products sold via MLM are flimflam. These are just questions that need be asked--and answered! 



Why are you condemning the MLM technique instead of the really bad MLMs? 

I am convinced that all MLMs have serious defects. You might disagree, as many do, but this is my considered opinion. And I believe, as stated above, there is value in pointing these things out. 

It is my premise that MLM is fundamentally flawed. While some MLMs are worse than others, they all suffer from the same failure dynamics in general. These dynamics can, and have, been detailed. 

As well, by pointing out in general the overall problems of MLM I cannot be accused of attacking a particular company, which has certain philosophical and legal benefits, if you follow me. 

Essentially, what I have detailed are moral and ethical issues that transcend the "style" of any particular MLM. If the shoe fits.... 

For example, there are rude bank robbers and nice ones; ones who use squirt guns stuck in their pockets and ones that use AK-47s out in the open; ones that steal a few dollars and ones that get off with millions; ones who are repeat offenders and ones who learn after a single failure. 

What has this to do with whether or not bank robbery is wrong? 

Nothing. 

Bank robbery is immoral... independent of style or technique or manners or other atmospherics, interesting as these may be to discuss. 

Do you see the point? If the thing is inherently wrong, HOW--even WHY--you do it is really not the issue, is it? 

Suppose you catch a bank robber red-handed, and he justifies himself by saying "I just needed a little extra money." Well, that much is obvious; it is just that this is an illegitimate WAY to get it. 

And this ought to be pointed out, no? 

Or suppose a bank-robber offers up this excuse: "What is wrong with wanting to make a little extra money for my family?" Er, uh.... well, nothing, of course. And this is really not the point, now is it? It is HOW you are getting the money that is the problem.... 



Are you suggesting that MLM is a CULT??? 

Cults are generally regarded as religions, and MLM is a business system. Since they have different aims (God and money) any use of the term "cult" will be somewhat tangential and obtuse. Nonetheless, there are many similarities in technique between MLMs and cults that are rather obvious. I am not alone in noticing this. 

MLM seems to require a whole life decision to make "work". 

What seems odd to me is that in many ways MLM has more influence than even religion in people's lives: evoking more passion and more defensiveness and more energy for those who seek to practice it. 

On top of this, consider the radical commitment and obedience demanded by MLM "apostles", and how many people actually make a zealous attempt to follow them. 

When the MLM "piper" plays his flute, people, it seems, turn into lemmings. 

If you think I am overstating the case here, think about how often, and to what extent, a potent "religion" or new cult can sweep people off their feet; get them to change their behavior and thoughts and friends and lifestyles? If people were anything near this faithful, obedient, and zealous to their churches, our world would be a very different place indeed. 

And yet dress such radical epistemology and behavior changes up in MLM clothes and people will abandon what they have long believed, dreamed of, and labored for all their lives... all to chase an elusive pot of gold at the end of an MLM rainbow. How does this happen to sensible people? 

The temptation--and effect--is absurd, when you step back to look at it. One does have to wonder if something spiritual might be going on here, even if it is not a religion by name. What person, on such a flimsy financial pretext, would otherwise give so much of their life over--without careful consideration--to anything else? 

The sirens of MLM appear to have a special music to lead people onto the rocks. 

In this same vein, how often do you see people recklessly abandoning long-held ethics and values just for "a little extra money"? I mean, burglars and convenience store robbers can also make a little extra on the side, but is there a mass exodus from the middle classes? Yet with a plastic MLM carrot dangling, many otherwise sensible, sober people will abandon their lives to what is clearly immoral activity. How often in the rest of reality do you see this? Is not the thing exceptionally unusual? 

The MLM dream weaver appears to be a potent spell caster. 



Why are you so NEGATIVE? Can't you say ANYTHING good about MLM? 

You might have noticed the title of the article. 

It is not meant to be an objective review, but a critique, as the title screams. This is a targeted analysis of what is wrong with multi-level marketing. 

Certainly there are "good things" as well, but these were beyond the scope of my article, except to be fair, in passing, when making certain points. 

There are good things about a grass fire as well. But still we should try to put one out that is raging toward our neighbors, no? Or ... should we rather be found extolling the virtues of grass fires while our friends' houses are consumed? What do you think? 



Why is your case so general? Your article is short on FACTS! Where are your SOURCES? 

This was deliberate. You may disagree with it, and it may be a valid criticism, but it was intentional. 

Here was my rationale. If the "emperor" is wearing nothing but the confidence of his tailors, simply pointing out "He's naked, you goofs!" will pierce the sophistry. Get it? 

As the saying goes, "a word to the wise will suffice". 

I wrote the article in 1990, and then got this general idea and went back and gutted the thing of every specific I could stomach. A few company names, situations, etc. remained because I could not bear to remove them. On the whole, though, I was pretty proud of myself. 

Think of it this way, if the MLM "emperor" has no clothes, and if after yelling out the obvious, certain people still don't "get it"... do you think that more facts and figures, charts, sources, credential, endorsements, testimonials, or navel close-ups will help? 

I hope you see my point. Why over-prove something anyway? By gutting the specifics (at least most), I take away an element of defensiveness as well and, thus, hope to be more persuasive IN GENERAL. 

If what you mean by sources is "where I got this stuff", it is probably 98% original material gained from direct observation. So there were no sources. The concepts and ideas and opinions are mine. 

The question is, then, am I correctly depicting the reality of MLM? Are my generalizations accurate representations of what really goes on in MLM? 



If you have not lost money in an MLM yourself, why should anyone listen to YOU? 

Perhaps a couple of simple examples will explain why. 

Suppose you come to visit me at my house and I tell you NOT to drink a vaguely labeled bottle of poison sitting on the counter. Well, you would be ill-advised to ignore my warning on the basis that I had never drunk the stuff myself. 

If a doctor tells you that smoking is bad for your health, will you ignore his advice on the basis that he has never smoked himself? 

Such counsel must be judged on the merit of whether it is true or not. 

If my analysis about what is wrong with MLM has any veracity, the ideas will stick with you. Try as you might, they will haunt you. Truth, once exposed, leaves a residue of conscience in even the most intransigent mind. If not, these ideas will fade, like all mere opinions. 

Let time and experience be the test.... 



All people need is good training and determination to make MLM work. Success is up to each individual.... 

Here we go again.... 

If a person runs smack-dab into a brick wall, shall we encourage them to do it again with more determination, telling them "success is up to each individual" and directing their bandaged heads back to the bricks, or should we rather direct them to run in the open fields. Sure, they may trip over a rock out there, but their "chances" of success go from near zero to something rather hopeful. 



MLM is just a new form of franchising, which was controversial in its day and now is standard business practice. Will not MLM be accepted in the future as well? 

Franchising is very different from MLM, as it involves purchasing a protected market of some sort from the company in question. This is part of what you are paying for with the cost of the franchise: the right to market these customers or in this area, this way, or whatever. 

This does not mean there will not be outside competition, just that for your investment the company and you are agreeing in the franchise to protect your interests--and theirs--when selling products in this area or to these customers or in this way, etc., by not overtly undercutting your business. And this "right to market" is agreed to in advance via a "franchise". 

MLM is nearly the antithesis of this. MLM is an overt plot to recruit competitors in your backyard. In fact, YOU are even supposed to contribute to your own demise! Again, we are not talking about other companies competing, which is a given, but your MLM company overtly and without apology attempting to undercut your business, by design. 

Another KEY difference is that when people buy franchises they are purchasing the good-will value of the name of the firm, which is presumably worth something. In an MLM, just by being an MLM, the company ought to pay you to sign up, as having the MLM albatross of negative public opinion hung around your neck can only be considered a massive disadvantage in starting a small business. 



You are lumping the MLMs that do "front-end loading" in with the great MLM (fill in the blanks) that I am involved with. How DARE you include me with these blackguards! 

So you do admit that front-end loading is obviously a flash-in-the-pan pyramid scheme and is thus morally reprehensible and wicked.... 

But dragging the robbery out over time, is this the solution? Is this not just as evil, if selling a false pyramid dream, perhaps more so? 

Is this not Chinese water torture? 
What I mean is, if someone must continue to exploit people in this MLM scheme "business", they might as well cut-and-run as drag out the abuse. Get what you want and show your colors early on. Why make people feel even worse to lose both their money and time? 

Personally, I would rather be held-up with a gun quickly than be kidnapped, brainwashed, and tortured for months on end. 

So do not be so hard on your front-loading cohorts. They may be kinder than you in the long run. 

In so far as an MLM is pyramidic, it can NEVER work, even in theory. Given this, how long you drag the process out is not really the issue, is it? 



Why can you not see the OPPORTUNITY of MLM for the unemployed? What is the difference between MLM and any small business? 

I grow weary in answering questions that should have been clear from the article. But just in case I was not as lucid as I think I was about this, let's have YET ANOTHER go at it... 

Imagine you are a teenager in the mall, looking for an "opportunity" to work. You see a clothing store with "help wanted". You go in and ask for an application and how much the "job" pays, and you are told to wait in a very long line that extends out the door and into the mall. As you are standing in line, you notice a certain smell, a sort of stink. Perhaps this is why there are very few, if any, customers walking into this store, only nervous applicants. 

When you get to the front, you are told that the "job" is really a "business" and will cost YOU to participate in. If you pay the nice lady sitting at a desk (there seem to be more desks here than clothing racks...), you can then sell the fine products they have on display. But you have to buy the inventory yourself on top of the fee to be "hired". And MOST IMPORTANTLY, you are told that to succeed, you must do what she is doing, recruit others to make them "successes" like her. 

You do the math on the clothing profits, and indeed it is not likely for you to even make minimum wage just selling product, and besides this... there are all these other people in line as well. The profit, it appears, is to find others who will pay, like you, to be "hired" into this "ground floor" opportunity. 

You should set up a similar store next door, you are told. 

You walk out confused, and as you pass the long line, the thought strikes you that all these many people will be attempting to recruit EVEN MORE PEOPLE in geometric expansion to set up a store "next door". 

What do you think, a good opportunity? 

If such an absurd clothing "store" were ACTUALLY to show up in your local mall, could you really NOT see the difference between it and the other businesses: the way they hire, the likelihood of saturation, etc.? 

Can "success" be had through voracious "recruiting" of competitors? How could this possibly be sustainable? 

With MLM, of course, there is no mall or line--just nice meetings in homes; the odd lunch with a "friend"; the seminar at the hotel--so that you cannot see the absurd line forming of those whom you will be "competing" against for yet even more recruits. 

Great opportunity, eh? 

Even a teenager should not fall for such a daffy idea... Trust your nose! 



Some non-MLM businesses (or churches, etc.) are exploitative as well. Should we condemn them all because a few have run amuck? 

Is there a fundamental dynamic that will FORCE all businesses (or churches, etc.) to fail? 

In the article, I point out the dynamics of why MLMs fail and end up exploiting people, and that THEY ARE DESIGNED and destined to do this. It is not an accident or random occurrence or due to external or unrelated factors. And if the failure dynamics detailed concerning MLM are real, then we should condemn the whole. 

The issue that must be addressed is if MLMs are "doomed by design" at the outset. 

If a church, business, or any other enterprise has a chance of succeeding, then this is a different thing. It is a calculated risk, not a swan song. Many will fail, but the successes will be worth it. 

And this is a substantial difference. 



Aren't "real world" organization charts shaped like a pyramid? 

Yes, and so is this child's toy on the floor here. I hope that you're not suggesting that all things with any semblance of similarity are the same? 

With pyramid schemes shape is not the problem, as some MLM simpletons have disingenuously retreated to. 

The problem is not in triangles, but in modus operandi, and this is analogously referred to by the term "pyramid". But the shape is not the problem, but rather that in pyramid schemes the organization is set up to expand exponentially with no way to stop or control growth, as in a legitimate business. "Pyramid schemes" are thus frauds. 



What about corporate downsizing and layoffs? What about the many small business failures? What about (fill in the blanks)....? 

That legitimate efforts fail is no excuse for selling out to failure as a technique. 

That people in the "real world" have ethical problems is no excuse for selling out to being a con man. 

That people die is no excuse for suicide. 

In each case, the former happens as a matter of attrition for causes not necessarily related. The latter is by design. 
You might disagree with me on the veracity and surety of the failure mechanisms of MLM, but please see the difference between this and chance failure. 

I may (by some odd chance) hit a brick wall today. But this is very different than running deliberately into one. 

Get it? 

And I do not feel exactly comfortable defending all of "real world" corporate America's sins in any case. To quote Dale Dauten "The Corporate Curmudgeon" on layoffs and downsizing: "Why are CEOs who slash jobs so proud of themselves? Instead of bragging about "cutting fat," they ought to be getting up before their employees and saying, "We did such a lousy job of planning and hiring that we have more people than work. And we are so broke and so dim-witted that we can't come up with any way to get more work. So our only solution is to send a lot of good people home. I am ashamed and I am sorry." 

If this honesty is needed in corporate America, consider the situation with runaway-train mad-dash recruitment within MLM. Just who is going to apologize? It was GUARANTEED and DESIGNED to do this, after all. 

Again, the difference is between a mistake and being "doomed by design". 



Fugi Saito has written a third revision of "What's Wrong With What's Wrong With Multi-Level Marketing". Based on Fugi's continued expert criticism and input, I have modified the article in many particulars. 

Fugi's case, if I may summarize, is that if the "Big Myth" (the get-rich-scheme aspect) is debunked and dispatched with, then an MLM can be run much like a regular business. Since Fugi (and many like him) are honestly striving to redeem MLM, you can understand why they see me as "not helping," to say the least. They think I am perpetuating stereotypes. 

The reader will have to judge whether or not my analysis of the MLM industry is accurate; if the "shoe fits", so to speak. Have I painted with too broad a brush? Or have I pegged it right-on in the fundamentals, and been fair in all else? Fugi, clearly, thinks I have overstated and exaggerated the case. 

Where Fugi and I wholeheartedly agree is when it comes to dispelling the "Big Myth," as he terms it. If people take Fugi's advice and really market as individuals selling product and not in marketing the "Big Myth" of a "money making opportunity," then I will admit that the pyramid "Wrong With" rather proportionately fades from view. I just have to wonder, though, if once the "Big Myth" is popped, what will really be left? Might an MLM minus the "Big Myth" be something else entirely? An SLM? 

At the end of the day, the real dispute is this: Is MLM a good idea that just needs some "tweaking", or a flawed technique that is riddled with systemic problems? Have a few bad people made MLM look bad, or rather has MLM made a lot of bad people out of good--and attracted even worse--by its very nature? Even if several of the "Wrong Withs" can be avoided by ethical reformers, can all? 



Why are you calling something "illegitimate" or "immoral" that is LEGAL? How can something be illegitimate/immoral AND legal. 

In the US, the general rule is that if a company produces over 50% of its revenues by selling real product (or services) then it is "legal". This does not make it moral, but it is legal in the US. 

Someone smart once said: "Morality is a form of Advance Regret Management." 

Think about it... 



I lost a LOT of money in an insurance business. And I lost a LITTLE money in several MLMs. I do not see the difference. A business loss is a business loss! 

To illustrate a key difference, if you could prove that an insurance company oversold distributorships in a territory by fraudulently representing the opportunity or market, then you would have yourself a very nice lawsuit, because this is illegal. 

Where is the redress and accountability in an MLM? 

Lloyds of London perpetrated something akin to an MLM oversaturation gaff a few years back. Look at the damage this has done, not just to the investors who got ripped off (and they are suing) but to Lloyds reputation as a whole. This one episode of oversaturation has brought down one of the best "brand" NAMES (pardon the pun) in the world. 

This is the answer to "Where is the redress?", if any. It is in the rotten image that comes from unethical and exploitative business practices. And rot produces stink. 

The real estate or insurance or semiconductor or any other business market will have its times of over-supply due to saturation and over-enthusiasm, and these are indeed devastating. But they will correct and go on. But the "market" of MLM is the dupes to be conned to buy into the MLM math dream, and we as a society have already been around that block. The "market" has already been had, thank you very much. 

This is what I call the "MLM stink". 

They say the sense of smell is the best to conjure memories.... 



You seem to assume people will agree with you that greed and materialism are wrong. Are you not just "labeling" with negative terms what is in fact normal self-interest? 

What I meant by my comments concerning materialism in the article, as I am sure you know, is not the ordinate enjoyment of things material. 
Materialism--used in the popular sense, rather than the classical--is an over-focus on getting and possessing, a lust for more and more and more at the expense of things relational, ethical, spiritual, etc. It is disgusting when abject and, thus, universally condemned by nearly every philosophy and religion. 

An analogy would be the difference between social drinking and being slobbering drunk. 

Most people have a normal desire for more and better. MLMers, on the other hand, are drooling... 



Are there special problems for Christians practicing MLM? 

Beyond the general points already made, I would submit one more for Christians. 

MLM growth feeds on discontentment. The message to be conveyed, implied or obvious, is: "Don't waste your life working for 'Corporate America'." "Why bother getting a college degree (or job, or whatever)... just to work for 'The Man'?" "Your spouse doesn't make enough money," and so forth. "You need more," is the gist. Dissatisfaction is thus stoked and prodded by MLM materials and culture. Discontent appears to be the preferred fuel for the MLM engine. 

Yet Christian doctrine is clear that believers are to "be content" (Hebrews 13:5, Philippians 4:11-12, 1Timothy 6:6-11) and motivated NOT by grumbling or greed or discontent, but rather by the Holy Spirit. For a professing Christian, how can this stark difference of emphasis and motivation be resolved with "standard" MLM practice, presentations, and culture? 



Isn't MLM a great way for Christian ministries to support themselves? 

No. It is a great way for missionaries or laypeople or ministers to get derailed from their mission, waste a lot of money and time, alienate a lot of people, and lead a few unfortunate others down the same ruinous path. Athena Dean (in her books, which are linked at the end of the article) makes a good real-life case-study of this pitfall for Christians. 

Often this temptation flies under the banner of "tentmaking", a reference to the Apostle Paul who made tents and thus supported his own ministry so as not to be a burden on anyone else. My wife Laura and I are very keen on "tentmaking" ourselves as a personal practice. But MLM is completely at odds with the spirit of this noble discipline. Paul wanted NOT to be a burden on anyone, and this is quite different than openly conning and exploiting people. Even if the ML pyramid scheme aspect is downplayed (and it can only be subdued, not eliminated, right?), should ministers be hawking their wares within the church fellowship? WWJD? [What would Jesus Do? - Michael]
Christians are enjoined in Ephesians 4:28 "not to steal", but rather to do "something useful" so that they can "have something to share with those in need". If you have read this far, you will likely have ascertained that the get-rich by magic pyramid-dream is nothing less than stealing, and you don't even have to be a Christian to know that this is wrong. If you are in, get out. If you are thinking about it, DON'T DO IT. Do something honest and useful instead. 



Can I get my money back from the MLM I just joined? 

Likely yes. 

The MLM "bluff" is that you will not ask for it, so most do not. If you choose to ask for your money back, you might have to endure a nasty "deprogramming" session and you'll be putting yourself in harm's way for even more "sales pitch". So it is socially awkward. 

But I would encourage you to ask for your money back, if you really want out. Otherwise, the victims will just pile up and this "friend" will be holding up a fat check at the next meeting boasting of his/her "success," at your loss, and the exploitative cycle will just go on. So brace yourself and just do it. You might be surprised to find that since so few have the guts to try, that you might even get your money back without much fuss. 

Amway, in particular, is very good about refunding people's money who want out. But how many are brave enough to ask? 

This is how MLM "works" for those who make money at it. This is the game. 



Can I print out copies of this article and give them out to people? 

Yes, as long as it is not for profit, not modified, and printed out whole, with the URL included. All other rights are reserved. Any for profit use is strictly forbidden without express permission from the author. 



I want to give a copy of the article to a friend who is trying to "sign me up". Do you think this will do any good? 

I have given out many copies, and it is an excellent way to ward off over-aggressive types. I encourage you to use it in like manner. 

But perhaps you are thinking more of helping your friend than protecting yourself. This was certainly my motive in writing the article, not just to ward off foul spirits. 

In general, over the years I have noticed three fairly distinct categories of response by practicing MLMers when exposed to ideas such as in my article. 

1) A hearty laugh and quick repentance, and enthusiasm to help others (about 20%). All these people need is a flash of insight or for someone else to yell out the obvious. When the pretense of the power of suggestion is broken ... they laugh at themselves and the situation and move on. 

2) A general dread and feeling of shame, drug out for days, weeks, even months. This is due to partial denial; a refusal to see it all so clearly all at once. But once these ideas have been shouted out, it is hard to be so credulous in the future, and a general funk ensues. The pretense is broken. The claim of innocence is no longer valid. 
But still not willing to "deal with it", they experience ever more wide swathes of stridency and (then) depression. Gradually they fizzle out, but are not sure WHY and still do not "completely agree" that MLM is fundamentally flawed (about 50%). These are those who see the naked emperor in a flash of insight, but can squint a little and still pretend he has on a beautiful robe. But more and more the eyes cramp when squinting, and when the eyes pop back open THERE HE IS naked as a jaybird in plain fact. "Ouch", they say, and go back into the squint of denial to avoid the embarrassment... 

3) Total rejection. Here I cannot help but think of an MLM lawyer in Austin who when handed the article and saw the title threw out both arms, turned his head sideways to the point of snapping, and said "I will NOT read that" and marched away. You would think a cross had been stuck in a vampire's face! In general, these people seem to know intuitively that to let such ideas into their heads means the end of the MLM delusion. So, even if they do listen or read they do so with ONLY the view of seeing "what the enemy is saying" or thinking about how to respond, etc. In other words, they are not really listening. (about 30%). These are those who are the "positive thinkers," cutting off any corrective feedback. Or worse still, they are the fraudulent tailors who wove the "beautiful robe" in the first place, and so do not want to see the extent of their debauchery. These are the eye closers or outright charlatans. 

Interestingly, these three responses are similar to ANY detected mistake or sin, are they not? It is convicting to reflect and see in myself all three of these responses to the various errors in my own life. 

Better we all get real good at number 1, methinks! 



A humorous synopsis of "The Emperor's New Clothes" as a closing parable* 

This is an addendum to the article "What's Wrong With Multi-Level Marketing", the outline to which is: 
I)   Market Saturation   Just who is in charge of this here train?
II)  Pyramid Structure   Denial is more than just a river in Egypt... it seems
III) Morality and Ethics  How low will people stoop when there is no one left to sell to?
IV) Relationship Issues  Friends as "marks" and neighborhoods as markets
*http://www.vandruff.com/mlm_emperor.html 
The Emperor's New Clothes by Hans Christian Andersen - A Synopsis

This is a parabolic vignette associated with the document What is Wrong With MLM FAQ.
...Among them there came one day two rascals who gave themselves out as weavers, and said that they knew how to weave the most exquisite stuff imaginable. Not only were the colors and patterns uncommonly beautiful, but clothes that were made of the stuff had the peculiar property of becoming invisible to every person who was unfit for the office he held or who was exceptionally stupid. 
"Those must be valuable clothes," thought the emperor... and he paid the swindlers a handsome sum of money in advance, as they required. 

As for them, they put up two looms and pretended to be weaving, though there was nothing whatever on their shuttles. They called for a quantity of the finest silks and of the purest gold thread, all of which went into their own bags, while they worked at their empty looms till late into the night. 

"I should like to know how those weavers are getting on with the stuff," thought the emperor... "I will send my faithful old prime minister to the weavers." 

So the worthy old minister went into the room where the two swindlers sat working the empty looms. "Heaven save us!" thought the old man, opening his eyes wide. "Why, I can't see anything at all!" But he took care not to say so aloud.... 

"Well, sir, do you say nothing about the cloth?"... "Oh, it is most elegant, most beautiful!" said the dazed old man, as he peered through his spectacles. "What a fine pattern, and what fine colors! I will certainly tell the emperor how pleased I am with the stuff." "We are glad of that," said the weavers.... And now the cheats called for more money, more silk, and more gold thread, to be able to proceed with the weaving, but they put it all into their own pockets... and they went on as before, weaving at the empty looms.... 

Everybody in town was talking of the splendid cloth. The emperor thought he would like to see it himself while it was still on the loom.... 

"What!" thought the emperor. "I see nothing at all. This is terrible! Am I a fool? Am I not fit to be emperor? Why nothing more dreadful could happen to me!" 

"Oh, it is very pretty! It has my highest approval," the emperor said aloud...
His whole court gazed and gazed, each seeing no more than the others, but, like the emperor, they all exclaimed, "Oh, it is beautiful!" They even suggested to the emperor that he wear the splendid new clothes for the first time on the occasion of a great procession which was soon to take place.... 

The emperor gave each of the impostors an order of knighthood to be worn in their buttonholes and the title Gentleman Weaver of the Imperial Court.... 

They pretended to take the stuff from the loom, they cut it out in the air with huge scissors, and they stitched away with needles that had no thread in them. At last they said, "Now the clothes are finished." 

The emperor took off his clothes, and the rogues pretended to put on first one garment and then another of the new ones they had pretended to make.... "How well his Majesty looks in the new clothes!" "How becoming they are!" cried all the courtiers in return. "That is a splendid costume!" 

"Well, I am ready," replied the emperor. "Don't the clothes look well?" and he turned around and around again before the mirror, to appear as if he were admiring his new clothes...
So the emperor went along in his procession... and everyone in the streets said, "How beautiful the emperor's new clothes are!... And how well they fit!" 

No one wanted to let it appear that he could see nothing, for that would prove him not fit for his post.... 

"BUT HE HAS NOTHING ON!" said a little child.... 

"But he has nothing on," cried all the people. 

The emperor was startled by this, for he had a suspicion that they were right. But he thought, "I must face this out to the end and go on with the procession." So he held himself more stiffly than ever, and the chamberlains held up the train that was not there at all.

MULTI-LEVEL MARKETING… AND THE CHURCH  
http://merchantofdeception.org/files/MLMandTheChurch.pdf by Darren Hunter 2005 hunterdk@bigpond.com
No one can serve two masters. Either he will hate the one and love the other, or he will be devoted to one and despise the other. You cannot serve God and money. Matthew 6:24    

Scripture (except where indicated) taken from the HOLY BIBLE, NEW INTERNATIONAL VERSION. Copyright 1973, 1978, 1984 by International Bible Society. Used by permission of Zondervan Publishing House.  

Cover title “But those who desire to be rich” used from 1 Timothy 6:9 (New King James Version) 

Introduction     

The church today is under attack. Wrong teaching and false gospels have made their way into the congregation. Humanism, evolutionary concepts and liberalism are but a few. When something subtle creeps in, it gets past the door, not recognised and can be left to prosper unchecked. It looks right, sounds great and appears to be non-threatening on the surface. 

But the damage it can create is cause for concern for all Christians. It takes a leader with keen spiritual insight to recognise the truth behind it and discernment to know how to properly counteract it.  

Sometimes the right information is not available. This is the purpose of this booklet. 

What This Booklet Is Not      

This booklet is not written to criticise the products that are distributed by the companies involved in ‘Multi-Level Marketing’ (MLM) or ‘Network Marketing’ as it is less commonly known. 

A product is ‘a thing’ and ‘a material’. This means that in and of itself it has no power. It is made of non-living material and has no ability to conduct any action or persuasion of its own accord.  

In fact, most of the MLM companies are based on products that generally are of value and quality.  

Therefore this booklet is not about criticising ‘the product’. The product is simply the wheels to transport the engine of a MLM business. 

Nor is it my intention to be critical of the people who may be involved in MLM themselves. As individuals they are, for all intents and purposes, well meaning people. It is the purpose and structure of MLM that will be addressed. 

Further, the message of this booklet is not directed at the non-Christian. 

This booklet speaks about how MLM affects the Christian spiritually. Because a non-Christian does not understand and has not experienced Christ, the issues presented in this booklet may come across as irrelevant. 

A lot can also be written about the concerns of MLM from a secular point of view. This booklet will aim at primarily spiritual concerns.  

What Is The Purpose Of This Booklet?      

The purpose of this booklet is to warn Christians of the counterfeit nature and deception that is associated with the ‘idolatry’ behind MLM.  

It is to teach and equip Christians with the right information regarding MLM, the purpose behind it and how to discern it’s teaching from that of God’s Word.  

It is hoped it will also speak to those caught up in ‘the business’ and act as a wake-up call to those questioning why ‘it looks so good, but doesn’t ring true!’ 

A Typical Story 

The Invitation      

Wally has been a committed Christian for a year. He regularly attends his local church with his wife Wendy and their 2 children. Wally and Wendy have a basic understanding of the bible and have done the ‘new Christian course’.  They are progressing in their faith, and God’s call to discipleship.  

Bill has also been attending the same church for several years, however for the last few months he has become involved in ‘another business’ on top of his regular ‘nine to five’ job. 

Bill phones Wally one evening. “Hi Wally, its Bill. I am wondering if you would be interested in a business opportunity where you could make and save some money?” Wally is curious at Bill’s approach. “Sure I would, but what is it about?”  

“It’s a bit hard to explain over the phone. I was hoping if I could come and see you and Wendy” says Bill, obviously side-stepping the question. “Not a problem, but could you tell me what it is?”  Wally says, a little unsure of Bill’s intent. 

“It’s too complicated to give you a full picture at this point. When can I come and see you…what about next Tuesday night?”  

The appointment is made. Wally, realising that he will not get his question answered, resigns himself to the explanation and shelves his curiosity until the appointed time. 

Bill arrives on schedule. Bill is dressed in a business tie and shirt and looks a bit different than at church. 

He is invited inside by Wally and Wendy. All three then sit down at the kitchen table. Bill begins by questioning the couple. 

“What is your dream,” he asks? “If you had an extra $1000 a week, what would you do with it?” 

At first Wally and Wendy were not sure, but after a little encouragement they were able to come up with a list of things on a piece of paper. Things like a new car, a bigger house, a holiday overseas. 

Bill goes on- “What if you were financially free? What if you only woke up when you wanted, and not because you have to get up? What if you didn’t have to work at all?” 

Bill went on to explain the concept of the business. Drawing a diagram on paper, he explains how Wally and Wendy could save some money.   

He explained that by purchasing a whole variety of products at wholesale prices through their own business they could save a lot of money. They wouldn’t need to buy them from the supermarket anymore, so again they would save time and money. 

Further, if they went out and showed their friends how to also do the same, they would be able to make money as well. 

By now Wally and Wendy are really interested! 

Only at the end of Bill’s presentation are they told that the company name is ‘Squishy Inc.’! This left them surprised as they didn’t realise ‘this company’ marketed such a large range of products. They thought that they just sold sponges! 

Bill then gives them a cassette tape, a catalogue and a couple of the products to sample. He left stressing that they must listen to the tape, and he will be back in a few days to collect everything. 

Wally listened to the tape. The speaker on the recording was successful with Squishy Inc. and told how he was sick and tired of his ‘nine to five’ job, stumbled across this business opportunity and now is making more money than he can count! 

His quality of life is so much better, he doesn’t have to worry about the bills and most importantly he doesn’t have to work anymore.  Wally was really starting to think this could be an answer to some of the financial pressures they had been going through.  

A Little Goes A Long Way! 

Bill returns to collect the tape, the catalogue and the product. Wally shows some interest in taking the business further. 

Bill then invites Wally and Wendy to a meeting. When they arrive they find a hall filled with a couple of hundred people dressed like it was a business function. The people introduced to Wally and Wendy display a friendly and genuine interest in them. More obvious is that everyone seems so ‘motivated’ and ‘fired up’ with enthusiasm. 

Bill pointed out some Christians who were attending. They were shocked to see so many Christians involved! Bill also explained that there were pastors and ministers involved in Squishy Inc. as well! Wally and Wendy felt reassured. So many Christians were involved- it had to be right! 

The speaker that night talked again about dreams and goals and how ‘this business’ could make you ‘financially free’. 

It was at this point in time that Wally and Wendy commit themselves to ‘working the business’.  

They paid the joining fee, signed the paperwork and became ‘distributors’.  

Bill, now formally Wally and Wendy’s ‘upline’ support begins to call them and visit them on a regular basis. 

Wally and Wendy were told that to build the business fast, they needed to purchase some ‘tools’. These consisted of teaching tapes of successful people within the business and ‘positive thinking’ books. Further, they were encouraged to attend meetings, training seminars and rallies locally. 

Several times a year weekend conferences were also held and it was ‘encouraged’ that they attend if they really wanted to become successful in a short period of time. 

Kaching! Friends Equal Dollars! 

Bill also urged Wally and Wendy to make a list of everyone ‘they knew’ along with their contact phone numbers. From close friends at church, to family members, relatives, work colleagues and anyone else they were acquainted with.  

Bill then explained that the list ‘represents a lot of money’ and their financial future. The list of a couple hundred names could contain several people that would help them get to their dreams and goals. They would just have to find them. 

Bill trains Wally to phone all of these people one by one. He is to promote the idea of a ‘business opportunity’ and not mention the company name. The reason for this, Bill explained is that you do not want people to have preconceived ideas of what they consider the company to be. This can only be disclosed after ‘the whole picture is given’. The phone call is simply to get the appointment -nothing more.  

Wally is at first apprehensive about calling all of his friends for ‘a business opportunity’, as he doesn’t want to come across as opportunistic with a ‘hidden agenda’. Further, his conscience is finding it hard to comprehend ‘making money’ from his friends. Bill, sensing Wally’s feelings adds “That list is worth a lot of money! How much do you want for it? I’ll give you $200! If you can’t call them, I will! As long as you don’t mind me signing them up as my recruits!”  

Wally, obviously not wanting to miss out tells Bill ‘he can keep his $200!’   

Bill, satisfied that Wally got the point of the exercise now knows what Wally will be doing with the list. 

Sure enough, Wally starts phoning people. After a few ‘no’s’, Wally is a little discouraged, but plods along. He then gets his first appointment. Some of his friends are negative. But what’s the harm after all, he is simply promoting the idea to make and save some money. 

Fully Committed 

A few months later, things have changed in Wally and Wendy’s lives. Wally has now signed up several people, a couple of whom are also starting to ‘work the business’.  

Wally and Wendy now employ a regular baby sitter for one to two nights of the week when they both go to various meetings and appointments. Wally also goes out other nights of the week on his own to meetings and appointments to promote the business. In all, Wally may be out 4 nights of the week, plus several hours on the weekend. This is on top of his nine to five job! They both listen to teaching tapes every day and are devouring the ‘positive thinking’ books. They are fed constantly with the message they are ‘winners’, and they can succeed at the business. They believe they are able to achieve anything if they just believe they can do it!  

Their priorities have changed. Where church activities were before priority, building their Squishy Inc. business is now the most important. They no longer associate all that much with people outside ‘the business’, and view anyone in church as ‘prospects’. Besides, they believe no Christian is complete without Squishy Inc. in their life!!  

It is their passion! They eat, sleep, and think about it night and day. Every spare moment seems to be filled to listening to motivational tapes and reading the books, attending meetings and seminars. 

Previous witnessing opportunities now are replaced with business prospecting opportunities. They are always on the look out to make contact with people for this purpose. Wally has even gone to the shopping mall just looking for ‘prospects’.  
God has now become someone that is secondary to them. It is now their business that will in future supply their hopes and dreams and provide an ongoing income without measure.  

Wally and Wendy say to their business and non-business friends that ‘God is number one and He is the one that led them to the business in the first place’. Deep down however, they both know this is not the case. Their actions and obvious ‘obsession’ with the business indicate otherwise.  

Their passion for Jesus is gone. Their church attendance, even though is still happening is not as regular as before. Their desires are now founded in the business.    
Spiritual Seduction      

Deep down they feel something is not quite right. The peace that God once provided is now replaced with ‘motivation, positive thinking and self belief’. They still feel uneasy about parts of the business but don’t understand why.  

Their hopes and dreams are all centred around the business. They shudder to think what might happen if ‘they were not in Squishy Inc. anymore’. All their dreams would vanish like a puff of smoke. They would be devastated! They are both becoming worn out and not seeing the financial results that they were told would happen if they kept ‘working the Squishy Inc. plan’.  

This transformation from being recruited to where they are now didn’t happen overnight, but over time. The things that Wally and Wendy were doing now would never have been considered before. For example, initially where they felt that they were using their friends for their own financial gain, they now firmly believe ‘everyone needs to hear about Squishy Inc.!’ 

Wally and Wendy went from Christians full of zeal and joy in the Lord learning to put God and His purposes first, to Christians with little time for serving God beyond church attendance. 

What Is Network Marketing?      

The story you have read and the company ‘Squishy Inc.’ are fictitious. However this story is very typical of what happens when MLM creeps into the church unchallenged. 

So what is MLM?       

MLM is based on the way product is ‘moved’ or sold. It is also based on the number of people recruited. 

The more people you recruit, the more product is sold and the greater the rewards for you. Those recruited are encouraged and trained to recruit others. Positions within the organisation are based on a hierarchy of promotion. The more product sold by you and those recruited under you, the further up the levels you climb. The more people in, the more product sold, the bigger the rewards for you. The higher the level, the greater reward is compounded. It is this compounding effect of income that is most appealing and is the drive that motivates people to build ‘the business big’.    

For example- If you sell 5 apples and you make $1 from each apple, you have made $5. To make another $5, you must with the same effort sell another 5 apples.  

Instead you recruit 5 other people to sell 5 apples each. For each apple they sell, you get $1. At the end of the day, if everyone including you sells 5 apples, you will make $5 from your own sales, plus $5 from every other person in your group. This equals $30.  

The rewards are far better recruiting as many people as possible to sell the product, than to just sell it yourself. 

Large volumes of product can be sold by this method. This is multiplication- the MLM factor! 

Where The Danger Lies 

In itself, MLM is quite a legal method of selling a product. 

Once the levels are achieved, the financial rewards are great. However, motivation is required to reach these levels.  

A driving desire is crucial to achieve any difficult task. However you need to feed your desire with fuel to achieve your goal. 

It is this desire that is necessary to reach the levels where ‘your cup runneth over’ with financial reward.  

It is also the same driving force that will hinder you spiritually, and turn your heart to ‘the love of money’.  

It is this zeal for riches, wealth and ‘financial freedom’ that damages the Christian devotion to God. 

The Desire To Be Rich      

1 Timothy 6:9-10 (New King James Version) 

“But those who desire to be rich fall into temptation and a snare, and into many foolish and harmful lusts which drown men in destruction and perdition. For the love of money is a root of all kinds of evil, for which some had strayed from the faith in their greediness, and pierced themselves through with many sorrows.”  (Emphasis added) 

Desire is a powerful thing but like fire, it can be useful or dangerous. 

To desire or have a passion for wealth is a warning Scripture gives. It is not money that is the root of evil, but to have a love, zeal and enthusiasm for it. This is what causes people to fall away from the faith with their desire and drive for wealth and what it provides. 

Scripture also states that it is a gateway to temptation and a trap that will lead to hurt and sorrow. 

Christians involved in ‘the business’ are quick to say God led them to it!! 

“He wants to use me to bring wealth to the church and help others!” 

The question is would God lead you to something that encourages you to desire after wealth and ‘financial freedom’? Having money to buy everything your heart seeks after? 

Luke 12:15-21  

“Then he said to them, "Watch out! Be on your guard against all kinds of greed; a man's life does not consist in the abundance of his possessions." And he told them this parable: "The ground of a certain rich man produced a good crop. He thought to himself, 'What shall I do? I have no place to store my crops.'  
"Then he said, 'This is what I'll do. I will tear down my barns and build bigger ones, and there I will store all my grain and my goods. And I'll say to myself, "You have plenty of good things laid up for many years. Take life easy; eat, drink and be merry." '  

"But God said to him, 'You fool! This very night your life will be demanded from you. Then who will get what you have prepared for yourself?' "This is how it will be with anyone who stores up things for himself but is not rich toward God." ” 

This rich man was placing his trust and desires in what he had stored up. He did not need to trust in God because he was self sufficient in what he had. He was ‘financially free’ and was not concerned about next week, next month or even next year!! He was the master of his own needs and future, as long as his stocks were plentiful. His store house was his ‘financial freedom’ and source of sufficiency. This is the foundation of the problem. Where are your trust and desires founded? Is it founded in trusting God to supply all of your needs, or in a business that will? 

A prominent leader and pastor I know stated that God had told him, ‘if you keep money out of your heart, God will keep it in your pocket!’ ” 

Jesus again made it clear where your focus must be for the source of your material needs 

Matthew 6:32- 33 

“For the pagans run after all these things, and your Heavenly Father knows that you need them. But seek first His kingdom and His righteousness, and all these things will be given to you as well.” 

Jesus recognised and agreed that we need to be clothed, fed, have shelter and have an income. He knows we need material things to live. However He desires our hearts to be set on our heavenly Father for ‘these things’. 

The gospel of MLM preaches loudly “Seek first the building of the business and all your heart desires will be granted you!”. It becomes ‘the way, the truth and the life!’ to the unwary. 

Let’s look at another biblical example- Luke 18:19-25 

““Why do you call me good?" Jesus answered. "No one is good--except God alone. You know the commandments: 'Do not commit adultery, do not murder, do not steal, do not give false testimony, honour your father and mother.' "  

"All these I have kept since I was a boy," he said. When Jesus heard this, he said to him, "You still lack one thing. Sell 

everything you have and give to the poor, and you will have treasure in heaven. Then come, follow me."  

When he heard this, he became very sad, because he was a man of great wealth. Jesus looked at him and said, "How hard it is for the rich to enter the kingdom of God! Indeed, it is easier for a camel to go through the eye of a needle than for a rich man to enter the kingdom of God." ” 

Jesus discerned the awful condition of this man’s heart. The rich young ruler was proud to state that he kept all the laws that God required of him. In today’s terms, this young man was going to church every Sunday, tithing regularly and was seen to be doing ‘all the right things’. But Jesus could see that his trust was based on material wealth and possessions. Not in God. Jesus said ‘How hard it is for the rich to enter the kingdom of heaven’. He said it is easier for a large animal to pass through a hole a few millimetres long than for a rich person to be allowed into His Kingdom! Indeed how hard it is! 

Seduction Of The Heart    

What do our leaders in our churches see when their members are targeted and ‘converted’ to MLM and their desires divert from Christ to a financial organisation? 

To see their birth, growth and teaching in Christ distracted by the seduction of wealth.  

1 Timothy 6:10  

“For the love of money is a root of all kinds of evil. Some people, eager for money, have wandered from the faith and pierced themselves with many griefs.” 

Sadly some churches are allowing this type of financially motivated recruiting of their members because they do not discern its spiritual consequences, ‘the hidden agenda’, or what actually goes on within these organisations.   

It usually takes a Christian to come out, be restored back to a right relationship with Christ and start ringing the alarm bell as to the damage it causes spiritually. (Ezekiel 33:1-6) 

Many of those recruited are quick to say that ‘God brought them to the business’! When they are wealthy they will financially support the church and other Christian organisations. However I believe they are attempting to spiritually legitimise the worship of the ‘golden calf’* erected in their hearts. 

Should your heart be set on wealth, no matter how you attempt to ‘christianise’ it, it will always show its true colours after time. (Matthew 6:21) 

The Lord said that you cannot sit on the fence. You either have your heart set on serving Him, or you have it set after serving wealth. You cannot do both. 

Matthew 6:24  

“No one can serve two masters. Either he will hate the one and love the other, or he will be devoted to one and despise the other.  You cannot serve God and money.” 

The New King James Version uses the word “mammon” instead of “money”. 

Mammon is defined as “riches thought of as an evil; material wealth; worship of mammon” (World Book Dictionary) 

Money is neutral, ‘a material’, so therefore scripture is not meaning the possession of money. It means your worship of it- your heart desire toward it. This is what separates you from God. 

And separate it does! 
*The ‘golden calf’ event (Exodus 32) is a realistic example of the idolatry that some Christians will so easily run after. Labelling an idol ‘godly’ (Exodus 32:4) they believe it will legitimise their message to the congregation. This paves the way for their own financial gain. (1 Tim 6:5) 
These are the typical symptoms that are clearly evident in the Christian once they have their heart set on attaining financial wealth through MLM.  


 They always want to find an opportunity to talk about the business. 


 Approaching members of the church ‘with a business opportunity’. 


 The desire for ‘financial freedom’. 


 Commitment levels to church activities are reduced. In some cases they cease altogether. 


 They are ineffective in their witness for Christ. Their zeal is now ‘in the business’. 


 They spend a lot of time after hours away from their family building ‘the business’. This is in addition to their regular job. 


 Their spiritual enthusiasm is diminished. 

The list can go on and on. 

However it is important to recognise the symptoms so that the problem itself can be understood and dealt with. 

Spiritual Adultery      

Desire is a God-given part of every human heart- but it can be outworked in godly or sinful actions. The desire for wealth comes from our sinful nature. This is caused by greed. The bible teaches us that this is idolatry. Idolatry can be defined as “a person or thing too much loved or honoured” (Chambers Compact Dictionary) 

Colossians 3:5  

“Put to death, therefore, whatever belongs to your earthly nature: sexual immorality, impurity, lust, evil desires and greed, which is idolatry.” 

All through the Old Testament we read story after story of how the children of Israel had abandoned their relationship with God and desired after idols.  

Jeremiah was one prophet used by God to expose Israel’s unfaithfulness. Once relying on God for protection and provision (Deut 8:3, 4), they had turned they hearts away from Him and placed their trust in idols. (Jeremiah 2:28) 

They had deserted Him who gave them ‘living water’. Not only had they stopped drinking from God’s spiritual fountain, but had dug ‘wells’ for themselves. They had deserted God who sustained them to becoming self sufficient without Him. 

Jeremiah 2:13  

“My people have committed two sins: They have forsaken Me, the spring of living water, and have dug for themselves their own cisterns, broken cisterns that cannot hold water.”  

When a Christian turns their heart affection to a financial organisation to the point that it becomes an idol, it is spiritual adultery (Jeremiah 3:6). To then take advantage of other Christians and lead them to partake of the same idol results in God’s wrath. (Colossians 3:6, Luke 17:2) 

Looks like…Smells like! Feels like!       

When first introduced to MLM, you will notice how much like Christianity it appears. 

Some of the similarities are:  


 A message must be given to others for them to accept ‘the business’. The gospel is promoted through telling it to others (Romans 10:14)  


  Once recruited, they must be trained. This can be paralleled to discipleship (Matthew 28:19). 


  Methods of training involve a rigid reading program and listening to teaching and motivational recordings. This can be related to learning and being trained from God’s word (2 Timothy 3:16) 


  These people go out and recruit others with the message. This is similar to Christ’s sending out of the twelve (Luke 9:6). 


  Regular meetings and attending seminars and rallies are part of the training and experience. This is the same for Christians who are encouraged to meet regularly with others in home fellowships and at church. 

Christians recruited are impressed by the familiarity of pattern used in the operation of the business, recognising it as using biblical principles. This further convinces them they are involved in something that is right, as it appears the business uses the same blueprint as the Bible.   

Cementing their trust in the organisation, they have swallowed a counterfeit ‘dressed righteously’. 

The Truth Hurts!      

I have shared some things that are hard to swallow for those who may be involved at this present time. 

Have you been seduced by MLM and now are realising what dangers are involved, and it has affected your relationship with Jesus?   

Has this booklet hit home truth that before you couldn’t discern? Have you never been quite able to put your finger on the problem?  

Has the Holy Spirit been speaking to you? Have you attended meetings, rallies or training sessions and had His voice in your heart warn you, or a sickly spiritual feeling come over you- like something inside you is offended? 

God is calling you to a walk with Him. He wants your love, friendship and intimacy.  

A Self Test      

A good way I believe that you can test your heart motive when ‘wanting to help others’ in this business is to ask yourself this simple question.  

Would you still be ‘helping others’ in this regard, if there were no money in it? Would you do it for free? Would you still be aggressively contacting friends, relatives and those in the church if there were nothing in it for you? 

When you are promoting this concept to those in the church- what is motivating you to do so? Is it really the desire ‘to help others’, or perhaps you are motivated with what may be going into your pocket? 
We can ‘sugar coat’ our motive and justify ourselves to others, but we cannot fool our conscience and the Holy Spirit! 

We must ensure that our motives are pure when we are to help others. 

Making A Choice!  

Jesus wants you to come back into His care and provision!  

Are you like the rich young ruler saddened by the thought that you have to forsake your idol? Are you afraid to take away the foundation that you have built your goals and dreams on? Perhaps you are not convinced by what I have shared? Are you upset with terms such as ‘adultery’ and ‘idolatry’ relating to what you are involved with? I challenge you to find out for yourself what I am claiming is true. Research and find out for yourself what God has to say about it.  

This booklet represents what I believe God has revealed to me regarding the spiritual nature of MLM. I too had been seduced and involved. This booklet is the result of my own revelation and research concerning this matter. 

This booklet contains a list of books that that you can use for your own research. 

This issue will have serious implications for your relationship with God. It is important that you explore the implications. 

A Time Of Readjustment 

I would like to point out that if you are heavily committed you must be aware of the effects of your separating from the business. My goals and dreams had been emotionally and spiritually ‘grafted’ to the business. When I turned my back on it and separated myself from the organisation, it left me devastated. I had a black empty void inside me as my dreams and goals were now gone. I realise now that I went through a time of grieving as I had really lost something that I had grown to love and adore. I also had a lot of ‘friends’ in the organisation that didn’t really have time for me anymore. It makes sense, because I was not making money for them any longer! That is all the friendship was based on. 

It took a time of healing and readjustment back into my walk with God. Bit by bit he revealed to me some of what I have recorded. Slowly I made my way back into His Word and strength. It took time for my mind and heart to be renewed in Him. Be aware of this and be ready for it. After time you will realise what freedom there really is in Christ!     

Be Content      

1 Timothy 6:6 (New King James Version) 

“But godliness with contentment is great gain. For we brought nothing into this world and can take nothing out of it. But if we have food and clothing, we will be content with that.”  

The key to satisfaction is not wanting ‘the next best thing’. It is found in being content with where you are now, with what you have- right now!  

True contentment can only come through Christ. Together with godliness they are of great benefit to our lives, and can only be appreciated in a relationship with Him.  

Christ is our everything! He wants to supply all of our needs- spiritually, emotionally and materially! (Philippians 4:19) 

Christ is our ‘Bread of Life’ (John 6:35). He fulfils our hunger. He is the ‘Living Water’. Drink from Him and you will never thirst again (John 4:14) He is the’ Light of the World’. Follow Christ and you will not stumble in darkness. (John 8:12) He is the ‘Good Shepherd’ (John 10:11). Christ protects us from harm that may come our way. 

Christ is before all things, above all things and has created all things. The fullness of God is complete in Christ. By His sacrifice and the shedding of His blood, our relationship with God is restored and complete in Him. (Colossians 1:15-20)  

The comparison of desiring after wealth and a life in Christ is like comparing a pond of raw sewage to an alpine lake. A rubbish tip to a virgin rainforest. Smog to pure, clean Antarctic air. 

Let your desires be founded in Christ. Let your ambitions, dreams and goals for your life be inspired by His Holy Spirit. Jesus is the only treasure you will ever need! 

Matthew 13:44  

“The kingdom of heaven is like treasure hidden in a field. When a man found it, he hid it again, and then in His joy went and sold all he had and bought that field.” 

Let Christ be your heart desire. 

Resources for Personal Research      
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DOES THE BIBLE APPROVE OF MULTILEVEL MARKETING (MLM)/NETWORK MARKETING
http://www.scribd.com/doc/25816799/Does-the-Bible-Approve-of-Multilevel-Marketing-MLM-Network-Marketing-NWM
CATHOLIC CRITICISM OF THE MORALITY OF MULTI-LEVEL MARKETING 
From: vinay kamath To: prabhu Sent: Wednesday, August 25, 2004 5:21 PM 
Subject: Re: AMWAY / MULTI-LEVEL MARKETING

Hi Michael, I found an article I wrote in the Youth Link- Issue 1 - 1999. I will key it in for you since its short.

Personally after seeing things since 1999, my suggestion is be even more careful. Other than Amway most of the networks seem to have crashed. Most of the people who I met, including those of Amway never got even a small fraction of the financial earning they thought they would earn and lost money. There are good and bad points about these networks. Personally I would rather earn money through low key services like tuition, mini sales and other work to get that extra income rather than risk sacrificing my soul by getting into a culture that stimulates greed and desire. 
The choice is left to you - Luke 12:34 may help in this regard. Regards, Vinay [Vinay is studying for the priesthood- Michael]
Money For Nothing ....... for free - Is Multilevel Marketing Christian? Vinay Kamath, Bangalore, India
Welcome to the world of Multilevel Marketing (Amway, Mo Qua, etc.) where the promises of instant riches, a new lifestyle, disposable income and lots of money for very little work are made to seem possible. Where conversation drifts from a charismatic style of progress in love to a more earthly style of networking to earn. Is it wrong? What do I do? Is it sinful to desire a better lifestyle?
In my opinion a desire for financial freedom is perfectly legitimate. Networking in itself seems to be perfectly harmless. Yet the very nature of network expansion seems to propagate greed, a disproportionate desire for wealth and a motivation to achieve monetary targets at any cost. Here is where a careful balance is needed. In my opinion each person needs to evaluate their time, needs, priorities and responsibilities. After a prayerful evaluation and consultation with your spiritual director, then consider joining one of the networks. Evaluate the promoters of the network and their record for at least 30-40 years to make sure you and your future customers are not taken for a ride. If necessary consult competent people like chartered accountants and reputable professionals before you get involved to evaluate the concept and long term stability.
If you are not careful in being influenced by these new structures, it will not be long before others realise you have relegated Gods place to the network (You may realise this much later). Instead of becoming free to love, you will become a pawn in the hands of a new culture of greed, materialism and manipulation. Take care if you are already in one of these networks lest someone or something else takes control of you.

THE FOLOWING IS NOT ON MLM, BUT THE OPINIONS CAN BE APPLIED TO THE MORALITY OF MLM- Michael
Markets and Morality. Debating the Role of Self-Interest by Father John Flynn
ROME, JANUARY 8, 2006 (Zenit.org) Economic issues figured prominently among the end-of-year summaries offered by the media and commentators. The Christmas frenzy always brings with it concerns over excessive consumerism, added to which were reflections about inequality and the need for greater opportunities for developing nations.
Among the many analyses of these issues a couple of recent books are of interest. The first is "The Moral Ecology of Markets: Assessing Claims about Markets and Justice," by economist and theologian Daniel Finn. The market economy is criticized for many shortcomings, but amid this debate most economists prefer to concentrate on empirical analysis, leaving aside questions of moral judgments. Nevertheless, Finn observes, morality forms an ineluctable part of our daily lives.
One problem when it comes to debating the morality of economic issues is the great variety of positions. The starting points and assumptions vary widely, according to what part of the political spectrum people occupy. Finn hopes to achieve in his book a common framework in which to examine key issues related to the market economy. He starts by arguing that an adequate analysis of markets, whether it be from a supportive or critical perspective, must include a consideration of the moral underpinnings. The most obvious starting point for this is to look at the concept of self-interest.
Defenders of markets, Finn explained, follow in the footsteps of Adam Smith, and claim that good results can arise from complex systems of human interaction even when the individuals are not intending to generate those good outcomes. Egoism and greed no doubt exist, but through the mediation of markets, self-interest can work for the good.
Saints or sinners? 
The concept of self-interest is not without its critics, continues Finn. For example, a theory that makes no distinction between a Mother Teresa and a thief -- positing that both are acting to further their respective self-interests -- is deficient. A description of the world that cannot distinguish between vice and virtue, saint or sinner, martyr or murderer, is seriously lacking in the ability to describe life's realities. Other critics of self-interest point to problems such as large inequalities in wealth, and insufficient protection for the weak as evidence of the limitations of a system based on the pursuit of self-interest. Critics respond, Finn observes, by arguing that it is wrong to blame the market for all the evils in our society, which can stem from a variety of causes and cultural factors.
But defenders of the market face greater difficulties in responding to the accusation that a system based on self-interest foments greed. Defenders of the market point to its role in promoting virtues such as hard work, initiative and creativity, but critics point out that the utilitarian habit of basing actions on self-interest tends to spread into all areas of life, eventually undermining the moral standards on which the market itself depends. 
When it comes to economic tasks such as the allocation and distribution of resources the free market does indeed have many advantages, concludes Finn. But economic production is just part of our lives and the application of behavior based on self-interest in other areas can create problems.
Even within the economic realm, acting solely on self-interest can sometimes not be enough. Finn cites the case of a consumer faced with the option of choosing between two products, one cheaper than the other because it is produced in a sweatshop. Self-interest would lead the consumer to opt for the cheaper product, but if the producer has success in selling these goods, it could reinforce the existence of exploitative work conditions. This leads Finn to conclude that it is wrong to automatically suppose that it is either always morally wrong or right to act out of self-interest. The moral evaluation of any action in the market depends on a series of factors related to the context and the results.
Similarly, when it comes to a judgment of the market itself, Finn points out that it is not a simple choice between a free market or a centralized planning system. In practice, markets exist within a complex system of boundaries, or "fences" as he terms them, regarding their operation. The decision as to where these fences should be placed varies widely from situation to situation. In addition, markets exist within a social, political and cultural context that cannot be ignored.
Economic theology 
Another recently published book on the subject of markets is "Adam's Fallacy: A Guide to Economic Theology," by Duncan Foley, economics professor at the New School for Social Research. Like Finn, this author examines in detail the concept of self-interest in relation to markets, albeit in a more historical and less rigorously analytical way. The Adam referred to by Foley is Adam Smith, author of the classic economic text, "The Wealth of Nations."
The fallacy, according to Foley, "lies in the idea that it is possible to separate an economic sphere of life, in which the pursuit of self-interest is guided by objective laws to a socially beneficent outcome, from the rest of social life, in which the pursuit of self-interest is morally problematic and has to be weighed against other ends."
In his analysis of how markets work, Foley admits that the concept of pursuing self-interest proposed by Smith has a lot of sense and realism, but to describe it as a positive good is another question, he argues. The bulk of the book is then devoted to a synthesis of economic ideas put forward by a number of economic thinkers in the last couple of centuries.
In concluding, Foley comments that Smith himself realized better than many subsequent economic thinkers the limits of self-interest and the market. In addition to defending the advantages of a market system, Smith also recognized the need for political institutions to channel and control the operations of capital.
Contemporary capitalism is a successful system for the creation of wealth, but, Foley maintains, it is not some sort of automatic process inherent in human nature. Economic institutions are fragile and contingent and need to be shaped and guided. In addition, understanding how an economy works does not mean we should subsume our moral judgment to the logic of the market. Economic development brings with it many changes for society and culture, but the mistake would be to accept all these changes as something inevitable.

Charity 
In the spirit of looking to complement and shape the operation of a market system, the Catholic Church proposes the virtue of charity. Benedict XVI, in his encyclical "Deus Caritas Est," explained that: "Building a just social and civil order, wherein each person receives what is his or her due, is an essential task which every generation must take up anew" (No. 28). This is essentially a political task, in which the Church does not play a direct role, the Pope said. Yet the Church can contribute to this effort. "She has to play her part through rational argument and she has to reawaken the spiritual energy without which justice, which always demands sacrifice, cannot prevail and prosper." One of arguments put forward by the Church concerns the role of love. "There is no ordering of the state so just that it can eliminate the need for a service of love," stated the Pontiff. "Whoever wants to eliminate love is preparing to eliminate man as such." This is worth keeping in mind when looking at how markets work. ZE07010823

I REQUEST CATHOLIC READERS OF THIS ARTICLE TO PLEASE SEND ME FOR INCLUSION ANY CATHOLIC CRITICISM OF MULTI-LEVEL MARKETING THAT THEY HAPPEN TO KNOW OF- Michael
ADDITIONAL INFORMATION
MULTI-LEVEL MARKETING – WHY IT IS A SCAM, 99.9999% OF THE TIME!

http://www.consumerfraudreporting.org/MLM.php 

Multi-Level Marketing programs or MLM's, are a constant source of debate. They have their fanatical devotees, and often appear to behave in a manner much like a cult religion. How many times have you been approached by a neighbor, colleague, friend, or worse yet, a family member, who said "Let me tell you about an incredible ground-level business opportunity" and you are then invited to a house or to lunch for "a discussion." 

Most people immediately have a bad feeling that there is probably a hidden agenda or deception.

"Is it a multi-level marketing organization?" you think or even ask. And what if they're honest enough to admit that it is? Should you trust your instincts? Is there anything wrong with MLM's?

Perhaps you know someone who, at one point in their life, sold Amway, Herbalife, Mary Kay or some other health or diet supplement or cosmetic. Typically, they tell you how much money they spent, how little they made, how the meetings were like fundamentalist tent revivals, and how they were pressured to sign up new "distributors". 

How does an MLM work?
Multilevel marketing plans, also known as "network" or "matrix" marketing, are a way of selling goods or services through distributors. These plans typically promise that if you sign up as a distributor, you will receive commissions -- for both your sales of the plan's goods or services and those of other people you recruit to join the distributors. Multilevel marketing plans usually promise to pay commissions through two or more levels of recruits, known as the distributor's "downline." 

In a typical multi-level marketing or network marketing arrangement, individuals associate with a parent company as an independent contractor or franchisee and are compensated based on their sales of products or service, as well as the sales achieved by those they bring into the business. This is like many franchise companies where royalties are paid from the sales of individual franchise operations to the franchisor as well as to an area or region manager.

In a legitimate MLM company, commissions are earned only on sales of the company's products or services. No money may be earned from recruiting alone ("sign-up fees"). One must analyze the compensation plan to determine whether participants are paid from actual sales to customers and not from money received from new recruits. If participants are paid primarily from money received from new recruits, then the company is an illegal pyramid or Ponzi scheme.

Some less legitimate companies produce revenues primarily by attracting new participants with the hope of reward and selling them products or services of dubious value at inflated prices, as opposed to selling products or services consumers would purchase at the given price without regard to the opportunity attached. One must evaluate the products or services and determine if a significant percentage of consumers would continue to purchase them if the participants do not make money from the underlying opportunity. If the products or services have dubious value or if the participants must purchase excessive quantities without reasonable intent to use or resell said items, then the company is likely a thinly veiled illegal pyramid scheme.

Multi-level marketing has a recognized image problem due to the fact that it is often difficult to distinguish legitimate MLMs from illegal scams. MLM businesses operate legitimately in the United States in all 50 states and in more than 100 other countries, and new businesses may use terms like "affiliate marketing" or "home-based business franchising". However, many pyramid schemes try to present themselves as legitimate MLM businesses.

Ultimately, you will hear 4 major themes emerge as problems - see these pages for a detailed discussion:

Market Saturation, 

Pyramid Structure, 

Morality and Ethics, 

Relationship Issues 

Compensation plans
Companies have devised various MLM compensation plans over the decades.

Unilevel or Stairstep Breakaway plans are the oldest and most popular. They feature two types of distributors -- managers and non-managers -- and three types of pay: 

Baseshop overrides are overrides of managers from their subordinate non-managers, collectively called a baseshop. This is the same as any other sales organisation. 
Generational overrides are overrides of managers from the baseshop of managers who were previously their subordinate. Most plans compensate at least three generations of such managers. 

Executive bonuses are commissions for managers who exceed a sales quota. For example, 2% of the total company sales revenue may go to a bonus pool that is shared monthly pro rata to managers who exceed $10,000 in that month. 

Matrix Plans limit the width of each level in a distributor's group, forcing strong distributors to pile ("spillover") their recruits over people who did not sponsor them. 

Binary plans limit the width of each level to two legs. Commissions are based on "cycles," where a distributor is paid a fixed amount whenever both legs achieve a certain number of sales units each. Commissions are paid incrementally when the sales volume in each leg matches. 

Elevator or Matrix schemes feature a game board or a list on which each distributor pays in one or more product units to participate. When a certain number of units have been paid in, the structure splits and the earlier participant receives consideration. The Matrix scheme article discusses the legality of this plan. You must do your own research as with any other investment. 

Criticism of MLM
The FTC issued a decision, In re. Amway Corp. in 1979, which indicated that multi-level marketing was not illegal. In this case Amway was however found guilty of price-fixing (by requiring "independent" distributors to sell at the same price) and making exaggerated income claims.

Amway has been a target for critics because some high-level Independent Business Owners (IBOs) have setup separate companies for selling instructional and motivational materials to Amway IBOs. In some cases this generates more revenue for them than their Amway distributorships.

Fraudulent MLM schemes can usually be identified by high entrance fees or requirements to purchase expensive inventories. They often collapse quickly when the merchandise cannot be resold, leaving all but those at the top of the pyramid with financial losses.

The Federal Trade Commission advises that multi-level marketing organizations with greater incentives for recruitment than product sales are to be viewed skeptically. In April 2006, it proposed a Business Opportunity Rule intended to require all sellers of business opportunities—including MLMs—to provide enough information to enable prospective buyers to make an informed decision about their probability of earning money. FTC trade regulation rules usually take 1-1/2 to 3 years before a final rule is established.

Yes, money can be made with MLM. The question is whether the money being made is legitimate or "made" via a sophisticated con scheme. And if MLM is doomed by design to fail, then the answer is, unfortunately, the latter.

If you already have joined an MLM or still plan to join an MLM...
If you're thinking about joining what appears to be a legitimate multilevel marketing plan, take time to learn about the plan before signing anything.  Here's what you need to know... and remember, you cannot trust the company's representatives to give you accurate, honest nor objective information - you want information from independent, objective sources:

-What's the company's track record? 

-What products does it sell? 

-How does it back up claims it makes about its product? 

-Is the product competitively priced? 

-Is it likely to appeal to a large customer base? 

-What up-front investment do you have to make to join the plan? 

-Are you committed to making a minimum level of sales each month? 

-Will you be required to recruit new distributors to be successful in the plan? 

Beware if a distributor tells you that for the price of a "start-up kit" of inventory and sales literature (and sometimes a commitment to sell a specific amount of the product or service each month) you'll be on the road to riches. 

No matter how good a product and how solid a multilevel marketing plan may be, expect to invest sweat equity as well as dollars for your investment to pay off. 
There is no such thing as "passive residual income" - that phrase alone is a tip-off to a scam!

HOW MULTI-LEVEL MARKETING CHEATS AT ALL LEVELS
http://ibnlive.in.com/news/how-multilevel-marketing-cheats-at-all-levels/59842-7.html by Parul Malik/ CNN - IBN Feb. 26, 2008
Is it possible that network marketing firms are flocking to India because they are just not wanted elsewhere? CNN-IBN found that the British Government has sued Amway for unethical practices, China banned all forms network marketing in 1998, Sri Lanka, Nepal, and Australia have also tightened the noose. 

But in India, MLMs have managed to skirt between the legal loopholes. 

While ads promise exaggerated incomes make claims in magazines and newspapers, not everybody’s dreams come true.

Case Study 1: Santoshamma 
Santoshamma is one of them. She ploughed her dead husband's monthly pension of Rs 2,000 into an MLM dream floated by Quantum International Pvt Ltd., even paying the enrolment fees for those she recruited.

“I lined up 15 members, I persuaded them. I even paid on their behalf. But nothing came of it. I lost Rs 40,000 rupees, I got nothing. I am a Christian. I have these Sri Yantras. I bought four Sri Yantras. They cost Rs 8,000,” she says.

She bought a 'Spatika Mala' instead of soap as Quantum assigns these beads greater Commission Value (CV).
Says Santoshamma, “They told me, I was one point short of travel to Malaysia. That’s why I should enroll two or three more persons, so I made another two persons join.” 

Editor, Pelli Patrika, Krishna Mohan says it’s looting the poor. “A lot of indigenous Amway-likes are emerging on a day-to-day basis and are looting the poor, gullible, innocent people,” he says. 

CNN-IBN Investigation approached a police officer who bust an MLM outfit, the mattress-selling Japan Life India. The officer explained how MLM operations in India are in fact, illegal.

Says IPS, Vishwanath Sajjanar, “Way back in 1978, the Central Government has banned all money circulation schemes by whatever names they may be called, whether you call network marketing or multi level marketing or direct marketing. The very running of money circulation scheme is illegal in India.” 

Multi-Level Marketing was banned in 1978. The Prize Chits and Money Circulation Schemes (Banning) Act bans “money circulation schemes” in all forms - Multi Level Marketing, Network Marketing and Direct Marketing

A recent Andhra Pradesh High Court judgment in a case involving Amway has held that its business is illegal, calling it a Prize Chits and Money Circulation Scheme that have been banned since 1978

In response, Amway continues to maintain that. "It is a legal and ethical company doing business in public interest,” says in a statement. (Source: andhranews.net July 2007)

Says Sajjanar, “Even in Supreme Court, an SLP has been dismissed of Amway company where it was clearly held that Amway is nothing but money circulation scheme, falling into the mischief of this act.”

In 2003 and 2004, the Madras High Court also declared such networking schemes illegal.

Says Sajjanar, “Copying them many Indian companies have started, saying this model is accepted. When there is no action against them they can also do.” 

On the ground, consumer activists are trying to do their bit

Says Secretary, Public Alert Sewa Society, Manda Bhiksham Raju, “High authorities from firms involved in this business are forcing me (my society) to withdraw complaints.”

Raju's job is tough. MLM firms know the allure of quick money is hard to resist.

Case Study 2: Yesamma
Yesamma was told network marketing is as simple as making and selling idlis. An idli-dosa vendor making 1500 rupees a month, Yesamma spent 15,000 rupees buying up Quantum products.

He believed a Certificate of Incorporation was a personal insurance cover the company gifted her. 

“My children warned me, but the insurance attracted me,” she says, adding, “They told me this is an insurance document.”

Her commission statements of Rs 2 tell the story of the high failure rate in such enterprises. When CNN-IBN approached Quantum, the Company refused to comment.

Most “victims” of network marketing we met in rural Andhra Pradesh were not even aware of their legal rights as consumers. We also found that the law too is reluctant to act.

There is also ample confusion within the Government on the legal status of multi level marketing firms. 

In December 2002, the then Minister of Consumer Affairs, Srinivasa Prasad, told the Lok Sabha that multi-level marketing schemes are legal.

But on the same day, the then Minister of State for Finance, Anandrao Adsul, told the Lok Sabha that such schemes were in fact illegal and should be investigated.

The Reserve Bank of India too has done a flip-flop on this. In 2001, it declared the MLM schemes of Japan Life illegal. But in February 2003 it changed its mind. 

Like millions across the world, they too fell for the sales pitch, lost time money and effort chasing an illusion.

Says software professional, AVS Satyanarayana, “Finally we know this is not worth the time and money we spend but because to support our people who are really mad for it.”

Agrees another member, Dr Umamasheswara Rao, “It is not a gambling because gamble is designated as gambling, prostitution is designated as prostitution, this is shown as a business it is not a business.”

Mathematics and common sense will tell you that losing money in network marketing is not because you failed. 

Chain recruitment tends to favor those at the top of the heap. But most - and that could include you - do end up at the bottom..
MY COMMENTS

Amway and the companies in its group have been variously described as an "illegal recruitment pyramid" with products that are "hopelessly overpriced”, as "merchants of deception", as a quasi-religious "business cult" and as "nothing but mafia".
They have faced allegations of fraud, of illegal price fixing, of misleading advertising, of suppressing the right to free speech of their critics, of "a history of documented illegal behavior", even of Freemasonic connections, and their growth has been "tarnished by legal and regulatory problems". Disgruntled ex-employees speak of a tightly- managed "'family' structure parallel to that found in organized crime", with stringent dress and external moral codes to keep up the appearance of clean all-American living. 
Amway has been charged by its competitors of product disparagement.
Whether out of jealousy because of the unprecedented commercial success of Amway’s founders and higher echelons of "uplines", or out of genuine disagreement with the main principles and promotional activities of Amway enterprise, individuals and groups, both secular and Christian, have relentlessly publicised Amway’s every move. Amway’s "get rich quick schemes" have attracted more criticism than kudos.
There are even "Anti-Amway" and "MLM Crime Alert" and “SCAMway" web sites that do little else but report problems and scandals associated with the marketing ethics of Amway group personalities and companies. 

Christian ministries would probably prefer to examine that as well as whether the operational principles, business strategies and materialistic goals are Christian or, to be more specific, Biblical, especially since Amway in the U.S. of A. employs traditional evangelical Christian [revival-like meetings, etc.] approaches at its conventions and retreats along with suspect psychological techniques to create new "downlines".   

From various reports, we have noted that the ever-watchful Amway has the "Big Brother" habit of going after deserters and dissenters [violence, vilification, blackballing, defamatory statements, threats, harassment], and those who would criticize their operations in the print media or on the Internet, sending legal notices, having subpoenas issued, and suing anonymous bloggers and YouTubers, demanding they take down the offending material, while citing court judgements delivered in their favour. 

These judgements are on specific cases and against specific appeals, and are not binding on other individuals.

In the Amway article, one will find that I have highlighted some of the positive aspects of Amway, reported their legal successes in a couple of cases [Amway pages 14/16, etc.], and reproduced their own FAQ sheet from the Amway web site.

However, departing from tradition, I have not made any personal comment against, or passed any judgement on, Amway. What I have done is simply to collate information from various sources, and present it to the Catholic reader. There are hundreds -- if not thousands -- of such articles and news reports on Amway and on MLM in general, on the Internet, and I have reproduced a few so that the Catholic searching for clarification does not have to wade through an endless ocean of information, investing time, energy and money. This ministry has done that service, making it easy for someone with questions. The best of it all, I hope, is available here at this one-stop shop. 

I have also selected links that I found and I have included them in this article for the benefit of the reader who might want to study more extensively.

With all that information, I am confident that the reader can decide for himself or herself whether the principles and modus operandi of direct selling and Multi-Level Marketing are anti-Christian or New Age in any way, and so on.

I am unable to find anything instructive on the subject of Amway -- or on Multi-level Marketing -- written by Catholics, and would be most grateful to be provided with the same for inclusion here. 

Since Amway is the quintessential MLM [when people think MLM, they usually think Amway], any study of MLM will inevitably include comments on the leading obsession of all anti-MLMers. What I am trying to say is that this researcher has not singled out Amway with any malafide intention.
This report on MLM also includes references to another MLM product, CONYBIO, on which I have written two separate articles, one in March 2004 and the other, CONYBIO-II, this month, March 2010. CONYBIO can be safely categorised as being both occult -- because of its underlying ancient Chinese esoteric philosophies -- and New Age because of the same as well as because of its mix of pseudo-scientific jargon with spirituality.

Their links are:

CONYBIO: http://ephesians-511.net/docs/CONYBIO.doc
CONYBIO-II_FALUN DAFA: http://ephesians-511.net/docs/CONYBIO-II_FALUN%20DAFA.doc
I have also recently uploaded articles on some other MLM direct selling and e-scams 

BIOCONNED: WATER_MAGNETIC_FAR INFRARED_NEW AGE:

http://ephesians-511.net/docs/BIOCONNED_WATER_MAGNETIC_FAR_INFRARED_NEW_AGE.doc
BIO DISC: http://ephesians-511.net/docs/BIO%20DISC.doc
AMWAY: http://ephesians-511.net/docs/AMWAY_MULTI-LEVEL_MARKETING.doc
AMEGA GLOBAL_BIOLIFE™_RUDRAANSHA: http://ephesians-511.net/docs/AMEGA_GLOBAL_BIOLIFE_RUDRAANSHA.doc
In the BIOCONNED and BIO DISC articles, a large number of products and devices are listed and analysed. 
It is important for the reader to be able to carefully differentiate between which of them are occult/New Age and which are not. Especially those in the BIOCONNED article.
NONSENSE, NON-SCIENCE, NEW AGE
Some of the products are simply junk, their claims quackery. Others [AMEZCUA BIO DISC, AMEGA GLOBAL BRACELETS, etc.], like CONYBIO, are New Age. Wherever FAR INFRARED [FIR] appears, the product or device can be either a scam, if the exaggerated claims of its influence are purely physical, since FIR RAYS simply = heat energy, or occult/New Age -- which it usually is -- if the manufacturers/promoters of the product or device appeal to the use of the esoteric principles of chi or qi and vital or Life Force energy to explain FIR or any other medium that allegedly acts on the energy body of the wearer/user through non-existent meridians, acu-points and psychic chakras. The CONYBIO, BIO DISC, AMEGA GLOBAL products are New Age.
Amway products, NONE OF WHICH ARE NEW AGE, are exactly what they claim to be: dietary supplements, cosmetics, water filters, detergents, household cleaners, jewellery, soap, vitamins, Coca Cola machines, clothing, and so on.
When examining Amway, one must distinguish between the Amway products and the Amway marketing strategies which include Amway’s fancy pricing, highly organised distribution network and their MLM scheme.
So, is Multi-Level Marketing [MLM] "occult" or "New Age"? 

Apparently some regular readers are dissatisfied with my 'not passing any judgement' on MLM. I can say this: 

There are no pagan or pre-Christian spiritual philosophies in MLM that would warrant its being termed as "occult". Neither can the "New Age" label be attached to MLM/Network Marketing/Direct Selling in general because it does not draw from or syncretise any of the ingredients that are normally found in New Age.

There will however be some Christians who will maintain that MLM is New Age in a generic sense. 

They will point out that some Amway MLM proponents use Word-Faith theology and preach a Prosperity Gospel. There are elements of hedonism in the goals of Amway MLM, a selfish approach to selling [offloading] products with little concern for the welfare of the "downlines", the objective being an all-consuming desire to score points at the expense of others, literally, and get rich quick. It doesn’t matter how they get there.
Christians involved in MLM can barely witness to the Jesus Christ of the Gospels, at least not to the suffering Jesus and the Cross. In fact, in the pursuit of the "wholeness", "wellness", "healing", physical beauty, etc. [ -- that the products --] and the assurance of great wealth which would result in high societal status [-- that the schemes --] hold out for every member, one can very easily and unconsciously reject the gospel of suffering which is a key element of Catholic tradition. Since this article is not meant to be an explanation or theological defense of those virtues, I pass on. 

However, there is yet another point to be made. 
It is in respect of my comments in response to an enquiry on MLM made to this ministry in 2007 [see light green print, discussion in KonkaniCatholics yahoo group on page 2 of the Amway article]. 

A couple of lay persons in ministry known to me got into this MLM thing -- tea, mushroom extract --  to supplement their incomes. At the risk of being judgmental, I see their decision as a lack of faith in Providence, since I knew their ministries to have been faith-based as far as depending on the Lord to meet their needs was concerned. If there was a possibility of my being wrong, my doubts were quickly put to rest because all I ever heard from them after their joining up was ['positive'] their spiel for the products and ['negative'] how closed my mind was to anything non-allopathic [meaning I was quick to label anything other than allopathic medicine as New Age which, for the record, is not true].

Whatever the case, there was little or no sharing about our ministries or any of the usual Church-related matters. At every opportunity the new salesmen got, the conversation veered around to the unique benefits of their products. To each of them, I was simply a prospective "downline". I have always wondered if ever they got around to witnessing to the Gospel which I had otherwise known them to do at every opportunity that presented itself. Salvador Fernandes of Dubai was in agreement with me when he wrote, also on page 2, "what Bro. Michael says is right, for [for] every MLM agent, every person he meets becomes a prospective agent, through whom he can profit ". That is one reason why Texe Marrs, describing MLM as "espousing the principles of mammon" said, page 31 of the Amway article, "the promotional emphasis within Amway is ungodly". 
Some Christian writers identify New Age in the Amway sales techniques of "positive confession", “decreeing", and "speaking [prosperity, success etc.] into existence" though it must also be said that not many, at least out here in India, are trained to sell that way.
See my separate article on the "Prosperity Gospel" and Word-Faith theology.

This is what JESUS CHRIST, THE BEARER OF THE WATER OF LIFE - A Christian reflection on the “New Age” has to say: " Positive Thinking: the conviction that people can change physical reality or external circumstances by altering their mental attitude, by thinking positively and constructively. Sometimes it is a matter of becoming consciously aware of unconsciously held beliefs that determine our life-situation. Positive thinkers are promised health and wholeness, often prosperity and even immortality." #7.2 [http://www.vatican.va/roman_curia/pontifical_councils/interelg/documents/rc_pc_interelg_doc_20030203_new-age_en.html]
NOTE: I wrote the above comments for the AMWAY article, LONG BEFORE I read the SELECTED EVANGELICAL CHRISTIAN RESPONSES TO MLM, pages 106-136 here, but I find that they agree with my conclusions.
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A few years ago, a member of my college's alumni association called and said he wanted to "speak business." A few hours later, he landed up at my office and after an introduction, asked me: 

"Do you want to be really FREE?" 

"Huh?" 

"How would you like to run your own business?" I was the co-founder of a software startup, which I suggested qualified as running my own business. But he persisted: 

"No, I mean imagine you can take holidays when you like, without worrying about money. You can retire, and still keep making money." 

As you've probably realized by now, he was pushing me to join Amway, which is a worldwide "network marketing" company, a concept otherwise known as multi-level marketing (MLM). After a very long and frustratingly meandering discussion, Amway turned out to be this company selling consumer goods like shampoos, detergents and dietary supplements. 

You were supposed to join a "program" where you paid a fee (currently Rs. 995), and used these products or sold them to your friends. You got a commission on every sale, and if you enrolled any of your friends into the program, you got a piece of their pie as well. The products were overpriced, but supposedly fabulous. I was then propositioned to join, and in the manner of all politely bankrupt individuals, I smiled and refused. 

That was fortunate. Although I hear a number of individuals have made substantial amounts of money being Amway superheroes, MLM wouldn't work for a person like me. And the reason is emotional - I cherish friendships and relationships to the point that I neither want to sell nor be sold anything -- especially overpriced shampoo. 

MLM, on the face of it, is noble - you get a piece of what you would spend anyway, and you get to build an organization ("downline") which keeps feeding you money back as it grows. But the specifics in the real world muddy the waters. 

First, the products tend to be quite expensive - this is the case with at least three MLM organizations I've seen. The pitch here is that the products are superior, and in any case you make some of the money back. But even with the 20% kickback, paying Rs. 125 for toothpaste isn't very financially sound when regular FMCG competitors are at Rs. 50, and I'm not sure how advanced you can get with toothpaste. 

Second, the MLM recruits are pushed quite as much to get new people into the organization, because just "selling product" doesn't do much. An Amway "Sales and Marketing Plan" builds scale primarily from getting more people into your "downline" organization. Additionally, you get a fancier designation as you get more people in. Selling a product is a far easier proposition than trying to get someone else to enroll, and the incentive to enroll ensures most distributors don't care about selling the product. Indeed, in their eagerness, the good people who designed the brochure above decided that the average family of four would need protein powder, multi-vitamins and dietary supplements collectively worth Rs. 3500 a month, which is unfathomable to most of the remaining residents of the country. 

Third, people in the organization are encouraged to sell at every opportunity they get; and because they try to enroll people they know well - remember, you can't put up a shop and sell to total strangers under the MLM model - they end up with relationship pain: from disgust to suspicion of their motives every single time. This causes almost universal hatred of anything MLM, probably from the feeling of being scammed as the MLMers start with freedom and end with an entry fee to sell soap. 

Lastly, instead of product sales, a new way to make money seems to have become popular: selling "tools". Once you're in, you'll find someone in the hierarchy will have built motivational tapes, or will be charging for his/her seminars. Paying for this adds substantially to your cost, and might make a great return for someone up the line. (How do you know what paid for that fancy car?) A DateLine video reveals how prevalent this was. 

Eric Scheibeler wrote a book called "Merchants of Deception" which was available for free on the web (the site no longer provides it), describing his experiences as an "Emerald" distributor in the business. It reveals dark, dirty details of how the product sales concept was twisted into a mentally manipulative system, making people work far more than they expected to (weekends included), earn a lot less money than imagined, buy tapes and seminar and never question the "system". If that sounds like a cult, it's what many MLM schemes have been described as. 

Many confuse MLM as a Ponzi scheme, which is also inaccurate. Charles Ponzi (and recently, Bernie Madoff) would borrow from investors promising high interest rates, and use subsequent investors' money to pay off the earlier investors. At some point the scheme blew up as the rate of flow of new investors slowed. In a way this is how a pyramid scheme operates - where you only get paid if you enlist more people, which can get out of hand pretty fast. When you're pitched that you can make ridiculous amounts of money by enrolling just 6 more people, understand that if this concept started with you and went to 13 levels deep, you're now talking more than twice the world population. But all MLM aren't pyramid schemes; companies like Amway make a lot more money from product sales, versus entry fees. 

MLM recruits tend to oversupply themselves with the products, in order to keep their grades. I've heard horror stories of people who spent lakhs of rupees buying products so they could keep their "Ruby" status; and now there is way too much toothpaste or detergent to even consider healthy competition. But this is not limited to the MLM industry: I have had mutual fund agents ask me to buy a product just to make a sales number, where they would refund any losses on immediate redemption - they needed the sales to qualify for a company paid trip to Dubai - the idea being that the trip was worth a little money, even if it was just an incentive. 

I wouldn't recommend the business, unless it's to consume their products. (For the record, I've been a user of Amway and Tupperware products.) You're at the mercy of a large organization that pays you based on business from your downlines, and your sense of "freedom" may be immediately shot to pieces if you do something they don't like, such as not buying their products or violating their changing guidelines - dependence not exactly compatible with retirement. You can't get more productive, like sell to the mass over the web or at a shop, a strange restriction. People higher up in the hierarchy seem to work even harder than you, inconsistent with the pitch you were given. And finally, the negativity you are likely to generate in your social circle is simply not worth it. 
Single level marketing programs - like Affiliate marketing at Amazon or Flipkart - has the MLM benefits and there is no impetus to hire more people into the network. 

If you're not a part of an MLM organization and don't want to be, remember that the more time someone takes to come to "how much does it cost?", the more likely it's going to be an MLM concept. And just like ULIPs, it's easy to argue that the companies aren't bad, the salespeople mis-sell - but that doesn't fly with me, as these companies have ignored such complaints in the past. The unfortunate consequence as they attempt to reform is that they are saddled with the past image of deception and the abuse of persuasion. 

Deepak Shenoy trades the Indian markets and writes at Capital Mind. He's also working on an upcoming stock market site. You can reach him at deepakshenoy@gmail.com or@deepakshenoy.
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