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Letter to the Reader

Dear Reader,

Network marketing, multilevel marketing (MLM), direct sales, relationship marketing—while there are different names for this industry, one thing is constant: It offers the average person a chance to see her dreams come true, if she is willing to learn and dedicate the necessary time and energy.

My network marketing career began in my early twenties, as I walked long blocks, dropping off brochures, hoping to sell cologne and make a few dollars. Over the next few years I tried selling a variety of other things—soap, powdered milk, air purifiers, and even worms—but I still didn’t really understand what network marketing was. Later I worked in commission sales for twelve years. All of these opportunities added to my education and eventual success in network marketing.

Today, after nine years in an MLM company and earnings of over $5 million, my desire is to help other people learn and succeed earlier than I did in networking marketing. Each chapter in this book will add to your education, and give you information you’ll need to find the right company for you. Then, as you build your business, you’ll meet new and interesting people, travel to different cities and countries, and find countless people within your company who want you to succeed!

Let’s get started!

Esther Spina


Welcome to the Everything Series!

These handy, accessible books give you all you need to tackle a difficult project, gain a new hobby, comprehend a fascinating topic, prepare for an exam, or even brush up on something you learned back in school but have since forgotten.

You can choose to read an Everything® book from cover to cover or just pick out the information you want from our four useful boxes: e-questions, e-facts, e-alerts, and e-ssentials. We give you everything you need to know on the subject, but throw in a lot of fun stuff along the way, too.

We now have more than 400 Everything® books in print, spanning such wide-ranging categories as weddings, pregnancy, cooking, music instruction, foreign language, crafts, pets, New Age, and so much more. When you’re done reading them all, you can finally say you know Everything®!
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Quick handy tips

Visit the entire Everything® series at www.everything.com
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The Top 10 Benefits of Network Marketing


	The initial investment, compared to most businesses, is relatively low. This categorizes it as an almost “risk-free” opportunity.

	Building your business offers you the opportunity to meet many new people who will often share your passion for entrepreneurship and promoting a particular line of products or services.

	As your business grows, you will be offered exciting travel opportunities to help support your team or attend training functions in exotic locations.

	You succeed in this business by helping others win, too; a major point of difference when it comes to the way other industries may operate.

	You earn the income you’re willing to work toward. There are no barriers to your commissions, as long as you are prepared to work toward creating the sales volume required.

	As you develop a bigger income, you can choose to build the business solely and forego other employment requirements.

	Companies and team leaders go out of their way to recognize top achievers. If you’ve always felt your efforts were not recognized, network marketing will provide you with ample opportunities to be in the spotlight.

	The personal and leadership development offered is second to none, allowing you to strengthen your people and communication skills.

	You’ll have the chance to inspire others to get out of their comfort zones and reach for their own personal dreams and goals.

	The industry is on a rising curve, growing yearly. The sooner you get involved and get active, the stronger possibility you have of taking advantage of a thriving business trend.




Introduction

The network marketing/direct selling profession has grown dramatically in the 100-plus years of its existence. What originally began as ideas to help motivate and reward independent sellers—with Avon in 1886, the Fuller Brush Company in 1906, and the vitamin supplements produced by Nutrilite and first sold door-to-door in 1945—has now developed into an industry that, as of 2013, brought in yearly sales exceeding $178 billion. To give you a perspective of how significant that is on a global scale, compare that figure to other major industries that operate on a worldwide level. In that same year the music industry grossed $15 billion, the Hollywood movie business did $88 billion, and the video game industry earned $76 billion.

The Direct Selling Association reports that network marketing is now conducted in more than 100 countries around the world, with more than 56 million people participating. The industry continues to develop and has attracted the attention and praise of the business community and the financial press. It could be argued that it is the only real option left in the free enterprise system where people can build financial freedom without a large investment of their time or money.

Economic uncertainty, a downturn in the job market, and a public wary of Wall Street has seen many look to this business as a way to create financial security and protect their income. It is also one of the best ways to create passive residual income, with the option of working it part-time. True financial freedom is not how much money you make, but that you have enough money coming in every month that you don’t have to work for. That’s what network marketing can do for you.

While at first it may appear to be a male-dominated industry, there are many women who have found their own personal success sharing things they love, and making money at it as well. For example, there are clothes, jewelry, linens, even beauty and aging products that are being shared through network marketing.

Every person who joins a network marketing company has his or her own unique reasons, and surprisingly it is not always for the money. Many times it is for the social aspect of the business, as you will add hundreds and even thousands of new people to your social circle through this amazing industry. As you read through this guide, those special reasons will come to you. You’ll determine if this industry is right for you and why. You’ll understand a little of its history, and what there is to look forward to if you choose to get involved. Whether you are new to the profession or have developed a million-dollar income, The Everything® Guide to Network Marketing is designed to help you gain greater insights into today’s trends, tools, and strategies.

Network marketing isn’t for everybody. It may not be for you. But it could end up being the most exciting, most rewarding career choice you ever make. And besides that, it is a really fun business!

You will only ever know by getting started.

The journey begins here.


Chapter 1

A Business for Today’s Economy

As the economy evolves, businesses are searching for alternatives to bring their products and services to consumers. But at the same time, marketing and distribution can be a major drain on a company’s bottom line. Business owners are constantly searching for new marketing and distribution solutions, and network marketing has many of the answers. Companies such as Amazon, Verizon, Rodan + Fields, Sprint Communications, and DirecTV have added network marketing or reward-for-referral type structures to their marketing efforts, implementing an independent word-of-mouth sales force that helps create awareness of their products where conventional advertising may not have worked.

Defining Network Marketing

Marketing is the process that businesses or professions use to make consumers aware of a product or service so they can be guided into making a decision. Many people see sales and marketing as a combined function, but they have distinct differences. While marketing is an integral part of the selling process, marketers focus more on creating appeal for the product. This in turn helps create a proactive buyer who makes a purchase with or without a salesperson being present.

Network marketing is a marketing and distribution method that consists of independent team members or salespeople who are rewarded for marketing the product or service within the guidelines set by the company. These team members may have different titles with different companies; for example, some are called distributors, consultants, or representatives. This book uses all those terms interchangeably.


[image: ]
 
Why don’t all companies use network marketing?

Network marketing is the right choice for products that are easy to display or explain. Items that are small and easily sold to individual people in small amounts often work well with this business model. Objects such as motor vehicles and large pieces of equipment are not as easily promoted through network marketing.





Network marketing reps not only use and sell a company’s products and/or services themselves, but they also have the opportunity to invite others to become part of their network to use and share the service. When this process occurs, the company rewards reps, usually financially, based on the volume of sales produced by the newly created network. Network marketers like to use the term “relationship marketing,” as most of them do not see themselves as selling but as sharing the product, service, or business.

Over the years, these types of businesses have been called many things, including network marketing, multilevel marketing (MLM), referral or relationship marketing, a people’s franchise, and direct sales. The most common term used today is the one that will be used in this book, which is network marketing.
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 Be wary of any marketing that screams out, “This is not network marketing.” Promoters often try to attract those who are wary of the industry but actually unsure of what is involved. If the business you are looking at involves you moving a product through a team of distributors, it is most likely a network marketing business.




Whatever they’re called, businesses in this category utilize independent representatives to reach potential customers that the company otherwise would not reach with traditional online or offline marketing methods.

While direct selling and affiliate marketing are often aligned with network marketing, both of these methods usually lack one factor: the representative’s ability to grow an organization on which she earns an income from total group sales. However, several direct-sales companies such as Tupperware, Lorraine Lea, Cabi, and Avon have created incentives for their reps to not only directly sell the product to an end consumer, but also to help bring in new consultants.

Franchising and Network Marketing

During the Industrial Revolution, as the American economy blossomed, the European idea of granting a license to a professional in order to carry on a specific business began to take hold. Henry Ford used franchises in order to increase sales and exposure of his first Ford automobile, and Coca-Cola also entered the market in 1899. It wasn’t until the 1950s, however, that the franchise model really boomed. McDonald’s, Kentucky Fried Chicken (now KFC), 7-Eleven, and Dunkin’ Donuts found undeniable success with the franchise business model. The International Franchise Association estimates that franchises earn a combined $1.5 trillion in revenues each year.
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 Elizabeth Timothy, a journalist and newspaper editor, was the first woman in the United States to obtain a franchise. Her husband Lewis happened to be working for the publisher and future governor of Pennsylvania, Benjamin Franklin, and in 1733 entered into an agreement with Franklin to create a six-year franchise of the South Carolina Gazette newspaper. When he died five years into the contract in a freak accident, Elizabeth was granted permission to take over, growing the franchise to such an extent that Franklin highly praised her business and management skills.




One of the similarities between franchising and network marketing is the turnkey factor of starting a business. Franchises appeal to business owners who prefer a ready-made system that they can plug into and get to work with right away. Network marketing is the same in many aspects. Marketing and promotional tools, major administrative decisions, and product warehousing and distribution are all handled by the company, while the franchise owner or independent network marketer is free to focus on growing and maintaining his business.

Direct Selling and Network Marketing

The system of network marketing originated with the idea of rewarding direct sellers with stronger incentives to market and sell products. For hundreds of years, selling directly to one’s family and friends was a conventional and expected way of doing business. In the early 1940s, Carl Rehnborg, founder of the company Nutrilite, helped create the first multilevel plan that rewarded salespeople by allowing them to contract other direct sellers and earn discounts on their product in return for increased sales. Rehnborg was passionate about his product, but was unprepared for the burdensome task of training new sales representatives in how to sell the product and explain its benefits.

In association with two of his most successful representatives, he drew up a plan that moved away from a direct-to-customer model, allowing his representatives to not only sell product but also create a team of sellers and profit from their revenue growth. In effect, this caused a split between traditional direct selling and the new model eventually known as network marketing.
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 Not all companies are driven by physical products. Many companies, such as Ambit Energy and Legal Shield, offer services related to utilities and consumer protection and are available to their consultants and to retail customers. This doesn’t mean that choosing a product over a service or vice versa will give you a greater chance to succeed, or that one is better than the other. At the end of the day it will come down to what you see yourself using and comfortably recommending to others.




Today there are many companies, such as Avon, Mary Kay, Premier Designs, and Tupperware that combine the benefits of direct-to-consumer selling with the advantages of network marketing. Newer companies for women include Jamberry Nails, Doterra Oils, and Stella & Dot. While still operating under the basic model of obtaining a product from the company and selling it through a home party or friendly get-together, these companies now encourage consultants to invite others to come on board as consultants and be rewarded with their sales as well.

Industry Jargon

As you progress in network marketing and begin to meet others in the industry, whether you are totally part-time or have gone full-time, there are certain terms that will start to pop up almost immediately. Here’s a brief guide to some of the most common industry terms:


	
Achievement or promotion level: The rank or title a rep has attained based on a level of sales or other benchmarks. Different companies use different terms for these levels, including Supervisor, Executive, National, Pearl, or Diamond. A company’s rank advancement chart will list its titles and what it takes to achieve them.

	
Bonus pool: An income fund that is set aside from global sales or sales during a specific period that is distributed as a reward for qualified leaders.

	
Breakage: A portion of commissions that are unpaid to the rep and kept by the company due to unachieved sales volumes or targets not being met during the qualification period.

	
Business presentation (BP) or business opportunity presentation (BOP): A meeting or business presentation held in a coffee shop, restaurant, home, or hotel conference room where the prime focus is on inviting others to become independent reps or product customers.

	
Buyback policy: An agreement by a company to buy back products from reps at a preset value if they are returned within a specified period.

	
BV: The real value a company uses to assess commissions payable. Often referred to as either business volume or bonus volume, this is rarely the same as the wholesale dollar value and will differ from company to company.

	
Coding bonus: A bonus that some companies use to pay reps based on their downline performance. Sales made by a representative’s downline reps are coded so that the original rep is paid a bonus on their initial order, over and above their ongoing sales and personal orders.

	
Cold market: Prospects for your business who are outside your usual circle of friends, family, or associates.

	
Compression: A type of compensation plan that compresses the downline by one level if a rep quits or is terminated. The team member that is positioned below the relinquished level is then moved up into the newly vacated position.

	
Depth: The number of levels in a personal network.

	
Direct selling: Selling a product, usually face-to-face, outside of a conventional retail outlet. Sales of this type are usually made at a home, hotel, or hall such as a civic center.

	
Downline: The distributors, reps, or consultants in your own organization who came in after you are referred to as your downline. They are your downline whether you have personally brought them in or someone in your team has.

	
Drop-ship or autoship: When products are sent directly from the company to the purchaser’s door rather than being delivered by a rep. This is a common and convenient practice for most network marketing companies today.

	
Duplication: The process of following a proven and successful system.

	
Frontline: A rep who is personally sponsored by you and is placed first directly under you. Companies may limit how many reps you can have in your frontline, or allow you to sponsor as many as you can but place them in different parts of your organization.

	
Heavy hitter: A leader who has created both large teams and huge sales volume on a consistent basis.

	
Home meeting: An opportunity meeting held in a rep’s home. This is very often the first presentation for new reps to family and friends.

	
Hotel meeting: An opportunity meeting held in a rented hotel conference room.

	
Leg: A downline organization that begins with someone you have personally sponsored that then grows down in multiple levels in depth.

	
Momentum: A swift growth period where sales and the introduction of new customers and reps rapidly accelerates.

	
Monthly volume requirements: The sales volume you need to produce in order to satisfy certain commission requirements.

	
Payout: The percentages of revenue that a company pays in the form of commissions to qualified reps. Most companies today pay between 40–70 percent back to their reps as some form of compensation.

	
Prelaunch: A period of months during which a company sets itself up and creates a major marketing push prior to its official launch.

	
Prospect: A potential customer or recruit.

	
Prospecting: The process of seeking product customers or new team members to help grow your organization.

	
Personal volume (PV): The amount of product that you buy at wholesale from the company for your personal use.

	
Sponsor: The person who introduced and signed you into the business. A sponsor is also responsible for your training, support, and guidance in the business.

	
Teleconference: A conference held over the phone with reps dialing in from any location. Teleconferences are often used when relaying major news or creating a major push to bring in new team members and customers.

	
Three-way calls: Used as a training method and prospecting technique, a three-way call allows a team member to bring a more experienced colleague into a conversation with a prospective team member. The experienced team member explains the business and answers questions, which helps instill confidence in both the new rep and the prospect.

	
Upline: Your sponsor and the line of reps above your sponsor.

	
Warm list: A list of contacts that includes your friends, family, and close acquaintances that is used to determine which ones can be approached regarding your business, product, or service.

	
Webcast or webinar: An online presentation that reps, prospects, and customers can view live online instead of having to travel to hear the presentation. Many webcasts are also recorded, making them a valuable training tool.

	
Width: the number of people that your company compensation plan dictates you can have on your first level. In some cases it is limited to two, and in many there are no limits.
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 Your sponsor has a direct interest in your success. The sales volume you create and the new reps you bring on board make your sponsor’s earnings greater every month. Because of this, you should never be hesitant in asking for her help.




The Perfect Business?

One of the biggest benefits for those looking at network marketing for the first time is the relative ease it takes to get involved. It doesn’t require past experience in sales or business. It doesn’t require you to have a high education level. There are no age restrictions, although most companies will require you to be at least eighteen years of age in order to get started. You will need to be able to access e-mail and your company’s website to view your volume and team growth, but you won’t need to be an Internet whiz to do all that. There are also no restrictions on your sex, height, race, or background.

People from any background can be successful in this business if they choose to be. It’s all a matter of choice, and then being persistent and committed enough to stick with that decision in order to achieve your goals. The best part is that it literally is a “part-time” business.

So is a network marketing business the perfect business? No business will ever be perfect. But it is a great business model that encompasses the American free enterprise system and gives you the chance to achieve your financial goals and dreams.
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 According to the Direct Selling Association, approximately one in four Americans will give network marketing a try at some point in their lives. Most will quit after less than one year, but about 10 percent of those who try it will make a career of it.




The low cost of entry, the ability to work your own hours, the support of other team members who are invested in your success, and the opportunity to create almost any income level combine to make this a business with advantages like no other. Add in the fact that you can operate this business anywhere in the world, as long as you have access to a phone and the Internet, and you can start to see why so many people see network marketing as the business of the future.

A New Generation of Network Marketers

What was once viewed as a business for those who were struggling to earn a dime or for housewives wanting to help balance the family budget is now a multibillion-dollar industry attracting people from all walks of life. As the financial press and entrepreneurial icons such as Warren Buffett and Donald Trump (both own a network marketing company) tout the benefits of network marketing, a new generation has awakened to what may be the business world’s best-kept secret.

Parents who are choosing to work from home, retirees, and those who are worn out with the corporate world are looking to this industry and its generous benefits. Moms who are eager to spend more time at home with their children have used their network marketing income to help stay financially independent while engaging in more quality time with their family instead of devoting hours to an employer. That’s exactly what Mary Crowley did as a single mom during the Great Depression. From her simple beginning, she honed her business skills and created a multimillion-dollar business to help women decorate beautiful homes at a reasonable price with her company Home Interiors & Gifts.

For many years, the baby-boomer generation provided the industry with a fertile ground for new recruits. These men and women were excited by the lure of greater wealth and products that promised to help restore their youth, vitality, and appearance. Companies such as Mary Kay, Herbalife, Amway, and Shaklee proved highly appealing to a public open to new ideas and financial opportunities. Women in particular were intrigued by the chance to have their own home-based business—one in which their natural talents of networking, sharing, and nurturing others were rewarded with new cars, luxury trips, and an income that a CEO would envy.

Younger millennials are fueling a resurgence in network marketing’s appeal and growth. Many aren’t ready for a typical corporate career but delight in the chance to create their own lifestyle, unencumbered by the routine of an office environment or having to play by rules effectively created in their grandparents’ era. They want to travel more, do more, and have more, and they enjoy the pursuit of finding ways to do all that earlier in their lives. Network marketing provides millennials with that opportunity, and they are increasingly choosing to run with it.


Chapter 2

The Rise of Network Marketing

Network marketing has not only helped change the lives of those that choose to build a part-time business, but it has helped bring a multitude of unique products into the hands of consumers. The rise of network marketing has created a new generation of entrepreneurs, initially dominated by those from the baby-boomer generation in search of ways to fulfill both material and personal desires. Network marketing is a proven, highly successful way of developing an income. It’s one of the few business methods that allows you to operate in a way that suits your personal lifestyle while also providing the support and structure of a larger organization.

The Birth of an Industry

Direct selling was the norm more than 2,000 years ago, when merchants traveled by caravan throughout Greece, Rome, India, and much of the Middle East, offering their goods to neighboring tribes and villages. The direct-sales occupation was a necessary part of the economy and allowed commerce to flourish in areas where many food items, wines, and household goods were in constant need.

Selling directly to the consumer continued to flourish throughout the world as transportation evolved, allowing hawkers and merchants to travel to new communities in areas they previously considered unreachable.


[image: ]
 Seventy-four percent of adults in the Unites States have purchased products from someone they know who is involved in direct selling.




One of these opportunities was the newly discovered America, where Europeans in the 1600s were steadily migrating to and establishing fresh foundations. Gypsies in particular, skilled in the art of selling, continued to ply their trade in a land rapidly filling with a population in need of their wares.

In 1886, a book salesman from New York discovered that the little bottles of perfume he was adding as a gift with every order on his door-to-door route were becoming more popular than the books he was selling. It didn’t take David H. McConnell long to realize that if these perfumes were in such high demand, perhaps it was a better idea to focus on them as his major line of business. McConnell went on to establish the California Perfume Company, the company now known as Avon Products.

Avon changed the commercial landscape by practically creating a business exclusively for women, and in particular, housewives. Women now had the opportunity to create their own financial independence, an idea that was almost unheard of in the late nineteenth century. They can now sell everything from kitchen and housewares to clothes, makeup, jewelry, and almost everything a woman loves.


[image: ]
 Network marketing has become an enormous industry, with more than $178 billion in sales in 2013 and no plans of slowing down in the coming years. The Direct Selling Association estimates that approximately 50,000 Americans begin a part-time, home-based network-marketing business each week. This influx of new distributors and customers has helped spiral many of these companies to more than a billion dollars in annual revenue.




As Avon’s sales plan continued to prosper, many other entrepreneurs looked to implement a similar strategy with other products. Carl Rehnborg, a salesman who spent a decade in China (from 1917 to 1927) stumbled on an idea that was to revolutionize both the direct sales and wellness industries. Rehnborg took note of the effects of malnutrition and a poor diet on health while in Shanghai and was convinced that proper supplementation in the form of a multivitamin/multimineral solution was the answer.

He returned to the United States and began to study the relationship between health and nutrition and learned that there were many plant-based substances critical to the human diet. After years of research, Rehnborg formulated the unique product he was looking for, and in 1934 the California Vitamin Company began manufacturing the world’s first multivitamin supplement. The name of the product and the company was changed to Nutrilite in 1939.

Rehnborg’s wife suggested that in order to better distribute his product he should set up his own sales force consisting of people who were presently happy, enthusiastic customers. The idea worked so well that Rehnborg found himself immersed in training and supporting his sales staff rather than being focused on managing the business.

It was at this point that two of his best sales reps, Lee Mytinger and William Casselberry, sat down with Rehnborg and hashed out the very first “multilevel” sales plan. The idea was simple: If a representative was able to obtain at least twenty-five customers, he was then approved to find his own sales representatives. Once this team reached a total of 150 customers, the “direct” rep was entitled to an additional 2 percent of the sales volume of the group.
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