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INTRODUCTION


There are pretty more methods of making additional of that much
needed cash today. There are the crude methods, the evil methods
and the good and socially accepted methods. You could even join a
club called "scandalous anonymous" or "the criminals incognito".
There is the idea of home biz which caught the populace some time
ago. In this book I will be talking about the Multi Level Marketing
(MLM) or WOMAN (Word of Mouth Advertising Networking). The MLM
industry today is embracing more and more arenas; i.e. the
Insurance industry for example or even admission into private
colleges. MLM in the past involved majorly distribution of goods
through distributors incorporated by manufacturers who wanted to
cut down on warehousing, distribution and retailing costs. In
selling Insurance policies, it has often been considered
traditionally, as a de-motivating and dragging job. Well, not until
one discovers the power of MLM to boost policy sales; the "I tell
you and you tell others and the system pays you a commission". With
the competition heating up in the Insurance sector (and not only in
insurance), companies are looking for innovative methods to spread
the message and garner maximum business in shorter time. Many local
MLM companies having quite large spread in the market are joining
hands with leading conventional companies to promote their products
along with an assortment of their own products. Some companies in
the MLM industry though have a few products as their core
productions.

The MLM route seems to provide employment
opportunities to thousands of people and enhances their social
status without the necessity of formal education. The MLM members
get tremendous opportunity to develop themselves personally through
promotional seminars sponsored by the MLM companies. The multiple
roles of MLM companies can be looked at as a social contribution
and these companies or cooperatives are emerging as a development
oriented social movement. The economic and social impact of MLM as
a tool which can influence society through employment generation,
mobilizing long term funds and improving quality of life of people
cannot be ignored by the governments of the world today.

However, besides all these, a coin has three
sides! MLM industry has its detractors and supporters and there is
a third lot that observes the scenario in an objective manner. Like
in the Chinese concept of yang and yin (dark and light), so is the
MLM industry.
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CHAPTER I

(THUMPS UP)

JOINING
MLM/NM


First and foremost, we need to understand what an MLM is! Thus we
can say an MLM is any marketing program in which participants pay
money to the program promoter (MLM Company) in return for which the
participants obtains the right to (1) Recruit additional
participants, or to have additional participants placed by the
promoter or any other person into the program participant’s
down-line, tree, network, income group, or other similar program
grouping;

(2) Sell goods or services of the said
company; and

(3) Receive payment or other compensation;
provided that:-

(a) The payments received by each program
participant are derived primarily from retail sales of goods or
services, and not from recruiting additional participants nor
having additional participants placed into the program
participant’s down-line, tree, network, income group, or other
similar program grouping, and

(b) The marketing program has instituted and
enforced rules to ensure that it is not a plan in which
participants earn profits primarily by the recruiting of additional
participants rather than retail sales.

People join an MLM for a variety of reasons.
Most are recruited by someone, often a family member or friend.
Some learn about MLM programs online or learn about it from
colleagues at work.

MLM products dealing are often made
attractive, seeming to answer some need, such as protection from
illness or aging. They may be very unique and offer benefits that
promoters claim are not available elsewhere.

The opportunity to be self-employed from home
appeals to many who are tired of depending on capricious employers
who can retrench them off at any time. They see their work as
dead-end jobs with no real long term potential. Others are
unemployed and find in MLM the chance for at least some income.
Even some professionals tire of trading time and academic
qualification for money and take the option of owning a business
that provides passive (which is opposed to active) income.

MLM offers an inexpensive alternative to more
expensive options for owning a business. It can cost a small
fortune to buy a franchise or an established business from someone
else, and starting a business from scratch may take years to get
off the ground. MLM is easy to get into and appears to be a good
way to be your own boss. In MLM, it does seem clear that no one
buys the use of company name. The distributor-member enjoys the
full benefits of the company name and products. It is not strange
to hear an MLM distributor member say "our products".

Some get into MLM because of a promoter’s
promise of virtually unlimited income, or at least income
proportional to the time and effort put forth. But some get into
MLM in hopes of supplementing their income, paying off debts, or
financing college for their children. Others are led to believe
they can earn a little extra cash for family by working
seasonally.

Another amazing aspect of MLM is the feeling
of comradeship that these companies offer. You are told that you
can be in business for yourself, but not be by yourself. And you
are told that in helping yourself, you will be helping others –
often hundreds in the organization you recruit and build – who look
to you for guidance and encouragement, as they each build their own
business under you.

Robert Kiyosaki, author of Rich Dad, Poor Dad
stated that; "MLM levels the playing field and allows the average
person to become financially free. This means not having to punch a
time clock, the time freedom to pursue other interests without
having to worry about money, and the means to be in control of your
future. Who would not want all that?"

Successful Personal selling based on
referrals is the key to ensure regular expansion of customer base
and building long term customer relations. A continent like Africa
for example offers immense potential to build well run marketing
networks to promote consumer goods and appliances. Conventional
marketing may become slow or stagnated over a period of time. Multi
level marketing may be the turnaround tool in such situations.

Perception selling mostly uses Personal
selling as a tool where the sales person depends on referrals. If
he/she is successful in generating referrals from each customer,
this will have a multiplication effect in the client database, in a
very short time. This concept is knowingly or unknowingly employed
by many of the successful salesmen irrespective of the product,
service or industry. In MLM, technically, the promotion expenses on
advertising, channel margins etc is distributed among the members
as incentives and commissions. A close look at various MLM models
reveals its strength and unique features which provide very
competitive advantage.

It is common knowledge that MLM works on the
theory of time leverage. A work to be done by you in 10 days can be
completed in one day if you have 10 people under you ( in a network
pattern) doing one days work (many hands make light work). You earn
a fraction of incentive for the work done by each of these 100
people simply because you brought them on board.

Though it is given various names like Network
marketing, freelance marketing, chain marketing, the basic
principle is that a happy consumer brings in more customers for
which he is getting an incentive. The network plan or income
schemes vary from company to company. There are more reputed MLM
companies in the world today if really one cares to count. You may
hear their names from time to time. Some of these companies have
on-net based information where a member can monitor the growth of
his down-lines, incomes accrued etc. The visible part of the
network is a distribution center (for product based MLM). Members
can also view weekly meetings of members and prospective members to
explain the business plan, demonstrate products, recognize
achievers etc.

CHAPTER II

MLM PERSPECTIVE

 1.
SOME TYPES OF
MLMs

UNILEVEL

 There
is no limit to the number of distributors that can be recruited on
the first level (who retail products to end users). However, there
is usually a limit on the number of levels deep that can qualify
for commissions. It could be considered a flat pyramid and is
probably the most fair of the compensation plans though few would
get rich.

MATRIX

 A limit is
placed on the number of distributors in the first level and on the
number of levels deep. Additional recruits spill over into the next
level. Growth is limited (for example, 4x4 force matrix leading to
maybe a maximum of 256 total down line with only three levels).
Good for the lazy participants as they can win with less effort.
Matrix plans could be viewed as a block pyramids.

STAIR STEP/BREAKAWAY

 A distributor ascends a staircase of groups
of participants with escalating incentives to recruit more people
to profit from more and more pay to play purchases. Commissions
from one‘s personal group are replaced with prevailing for volume
of qualifying breakaway groups of distributors. Extremely high
leverage rewards are paid to those at the top at the expense of a
multitude of down-line distributors who invest in pay to play
purchases which is a loss on their part and their up-line's
gains.

Though breakaway plans are found in some of
the most popular MLMs, those who understand breakaway plans agree
that they are the most exploitive and extreme of all the pyramid
schemes ever devised and therefore have the greatest leverage and
the highest loss rates.

BINARY

 Binary
plans promote recruiting in a network of two "legs" of distributors
(left and right profit centers), with incentives to maintain
matching sales volume between the two legs. Commissions are paid
only on matching volume, and this can sharply limit company payout.
Seldom are high volume producers matched in the same leg of the
network.

2. A LOOK AT MLM BIZ


Multi-level marketing (MLM) offers an income opportunity, in which
persons recruited into a pyramid of participants make ongoing
purchases of products and services, and recruit others to do the
same, and they still others, etc. – in an endless chain of
recruitment and personal consumption, in order to qualify for
commissions, recognitions and other rewards besides bonuses; and to
advance upward in the hierarchy of levels in the pyramid. Product
purchases become the means of disguising or laundering investments
in what is in fact a product-based pyramid scheme. The MLM
companies make lots of money after their payouts of between 35 to
45 percent of their incomes. The greatest beneficiary in the MLM is
the owner! Collectively, all the sales people put together can
never earn more than the company though their earnings are
distributed over their networks.

A person becomes part of an MLM network and
as time and desire permits, he/she can try to expand his/her
down-line network by making more and more people join the network.
This is the point at which he/she has to make use of all his/her
contacts and connections among friends, relatives, associated to
impress them and invite them to join the network. This is similar
to the method used by insurance and other direct marketing
companies to expand network by inviting unemployed, part time
employed and housewives, offering an opportunity to earn part-time
income. The Business plan of the MLM network typically has the
down-line network of a member growing in a pyramid design. Some
MLMs have restrictive systems, either binary or quad where the
system forces the down-lines into either two or four lines until a
certain limit where the original member falls away. In a
restrictive design, let's say that one member A can directly
appoint only 2 members under him (B and C). He can then invite
further members, but they have to be put under B or C and so on.
This is applicable to all members and this creates a situation
where a member is forced to help the down-line while expanding his
own business. The system works out where to place the latest member
and thus relief the 'sponsor' the hassles of arranging the network
pattern.

For example, the first member A can enroll
only 2 members B and C. If he/she gets another prospect D, he/she
has to be enrolled under B or C. There are some more rules like
balanced expansion of Right Leg and Left Leg sides of the network
for which more incentives will be applicable. The percentage of
income from each addition at lower level comes down, but by then,
the network will have expanded considerably to get good over-all
returns. Normally when the total size of down-line reaches 200 or
250, income levels will be in hundred thousands of dollars.
Sometimes, there is a tremendous gap on maximum monthly earnings.
All payments are net of Income Tax deducted at source and hence
Governments also get a share of the earnings indirectly. Other
effects could be inactive members or slow movement of goods and
services due to their prices which could be way above other goods
in the conventional market but of the same category.

An MLM member who progressively advances
through the network will get opportunities to attend weekly and
monthly meetings, share his/her success stories with other members
with their prospects, get rewards for performance etc
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