
Direct Selling and Multi-Level Marketing: Buyer Beware 
 

Direct Sales  

Direct selling used to conjure up visions of the Fuller Brush man, the Kirby vacuum 

cleaner salesman, the encyclopedia salespeople, the Bible salesman and other similar 

door-to-door sales. That direct-selling approach has largely been replaced by Tupperware 

(see www.tupperware.com) type internet invited parties, company internet sales and tele-

marketing. Many of these approaches to direct sales are legitimate ways for you to add a 

very modest amount of supplemental income to the household but are rarely more than 

that. Avon and Tupperware are two well-known companies that have been used to 

generate a minor supplement to household income.  

 

However, it is extremely important that you make a few inquiries before committing to 

the company. For example, if you were considering selling Amway products it would be 

very helpful to know that a recent study of the Amway Company revealed that the 

average distributor grossed $700 a year and purchased $1000 worth of product. This is an 

annualized net loss of $300 without looking at any of their other business expenses.  

 

One way to investigate a direct- sales company is to Google the company name and read 

any research has been done on the company. Also look for unhappy former employees’ 

internet postings and try to determine the legitimacy of their claims. Satisfy yourself that 

the product or service being sold is: 1) is something with inherent value that a number of 

people want or need; 2) is being offered for a fair price; and 3) the company selling is the 

only source of that product or service, or at least has an established reputation in the field. 

Then there is a likelihood that some minor income can be generated.  

 

Multi-level Marketing (MLM)  

Legal multi-level marketing involves being recruited to sell a product or service that 

theoretically has some inherent value. As a recruit you can make a profit from the product 

sales and you are also encouraged to recruit other sales people to work under you and in 

return you receive a commission or a percentage of the profit from their sales in addition 



to the income from your own sales. This approach to direct selling is virtually always a 

bad choice. 

 

Before you commit to working for a company that utilizes a multi-level marketing 

approach to direct sales, consider the following: 

1. Does the company require you to pay to become one of their “sales-associates”?  

2. Do they encourage you to recruit others to become sales associates with promises 

that you can increase your income by getting a percentage of the sales revenue of 

other people that you recruit?  

3. Does the company place any restrictions on the number of sales-people that can 

handle their product? Do you realize that when you recruit another distributor you 

are hiring your competition-and that the market will soon be over saturated. The 

Federal Trade Commission advises: “Avoid any plan that includes commissions 

for recruiting additional distributors.” Note: I was able to view the distributor list 

for the Shaklee Company, a direct selling company specializing in “green” 

products. In Burlington alone, I can purchase my Shaklee products from any one 

of 18 local distributors. 

4. Are you required to purchase the product up-front? If you are, do they agree to 

take back any unsold inventory? Even some of the companies that agree to take 

back inventory will often only give you a small percentage of the original 

purchase price. 

5. Does the product have any inherent value? Most of the scam direct-selling 

companies sell products of dubious value such as health supplements, health and 

beauty aids, jewelry, weight management programs, aromatherapy or household 

cleaning products. (My personal favorite is Himalayan Goji juice.) 

 

Note: For an excellent introduction to a multi-level marketing pyramid scam, log on 

to (www.freelife.com). Select “North America”. Then go to “Opportunity” and from 

there go to “compensation plan.” Listen to the brief video and you will know exactly 

what to avoid when it comes to direct sales programs. 

http://www.freelife.com/


Note: For additional exposure to dubious multi-level marketing programs take a look 

at the following company websites:  

1. (www.cyberwize.com)-nutritional supplements. 

2. (www.arbonne.com)-cosmetics, aromatherapy and cosmetics.  

3. (www.nikken.com)-personal skin care, water treatment, etc.  

4. (www.nuskin.com) hair care, weight management, etc.  

5. (www.melaleuca.com) home care, personal care.  

6. (www.quixtar-inc.com) formerly know as Amway.  

7. (www.shaklee.com) “green” products.  
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