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Abstract

Multi-level marketing (MLM) firms offer recruits the opportunity to earn compensation
through starting their own direct selling business and often characterize MLM work as
part of the “gig” economy. MLM promotes flexibility, autonomy, and income potential
but data suggest that most participants fail to make money. Decisions are made under
uncertainty as there is asymmetric information on potential outcomes and their
respective likelihood. We use the first nationally representative survey (N = 1016) to
understand the motivations for participating in MLM “gigs,” the social and financial
outcomes of participation, and the correlates of those outcomes. While approximately
three-fourths of MLM workers report that they joined for financial returns, a similar
share reported that they did not earn any profit. Results identify a mismatch between
expectations and outcomes and underscore decision biases in the context of uncertain
financial rewards alongside broader gig economy regulatory concerns.
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1 Introduction

There is increasing awareness and discussion of the “gig economy” and other
non-salaried work alternatives in the U.S. (Katz and Krueger, 2019). The height-
ened focus coincides with the rise of online platforms that match on-demand
workers with short-term tasks (Webster, 2016; Collins et al., 2019), and also with
social media platforms that enable independent sellers to market goods and
services with minimal advertising costs. The shift to gig jobs—which fit within
the larger world of alternative work arrangements'—is driven by neo-liberal
policies and globalization, financial restructuring, technology innovations,
and corporate objectives to reduce employment costs (Aloisi and De Stefano,
2020). Gig jobs have been praised for their ease of entry and flexibility, but crit-
ics note that gig workers lack health benefits, training, workplace protections,
and earn low wages (Tran and Sokas, 2017; Kalleberg, 2018).

State and federal labor regulations determine whether gig workers are
defined as independent contractors or employees, and classification impacts
labor protections and the contractual relationship between workers and
companies. Recent changes at the state level (e.g., CA Assembly Bill 5, 2019;
California Proposition 22, 2020) continue to alter the varied patchwork of
gig-related rules across the country. At the federal level, the U.S. Department
of Labor recently withdrew the Independent Contractor Rule that would have
“narrowed the facts and considerations comprising the analysis of whether a
worker is an employee or an independent contractor” (Department of Labor,
2021). Proposed under the Trump administration, The Independent Contractor
Rule was expected to increase the number of workers classified as independent

1 Within the economics literature, alternative workers are broadly defined as temporary help
agency workers, on-call workers, contract workers, and independent contractors or freelancers
(Katz and Krueger, 2019). In these work arrangements, the worker is not an employee of the
organization and typically is not entitled to salary or benefits. Alternative work arrangements
(awa s) include independent contractor positions as well as gig economy labor that may be
mediated through online platforms that involve fulfilling on-demand or crowdsourced tasks
(De Stefano, 2015). There is some debate regarding the size and growth of the Awa sector,
as definition and measurement issues across time and survey type complicate comparisons
(Abraham et al., 2019).
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MULTI-LEVEL MARKETING AS “GIG” WORK 3

contractors, thereby reducing coverage of minimum wage and overtime rules
afforded under the Fair Labor Standards Act.

Individual types of gig work may face different terms and conditions under
state and federal law. For example, California Proposition 22 (2020) defines
specific labor and wage policies for rideshare and delivery drivers in that state,
continuing to define them as independent contractors, but does not apply
to workers in other sectors of the gig economy. While recent policy debates
have increased the attention paid to labor protections and working conditions,
especially for newly emerging forms of gig work, similar issues are relevant
to multi-level marketing (MLM) workers in the US. MLM, also called net-
work marketing, is a type of alternative work that predates many options in
the online platform-mediated gig economy but has arguably benefited from
the increasing use of technology and social media. In MLM, participants (i.e.,
distributors, direct sellers), may earn commissions from selling products or
services to retail customers and from the purchases and sales made by their
direct and indirect distributor recruits (their “downline”). Although MmLM has
been part of the U.S. economy for decades (Keep and Vander Nat, 2014), the
industry has faced criticisms—some similar to those leveled at the gig econ-
omy at large, and others specific to the MLM business model. First, recruits
make decisions in the context of uncertainty and information asymmetry as
MLM firms are not required to disclose current and former distributors’ typ-
ical earnings or expenses.? The limited data available from firm and industry
reports typically indicate low or negative financial returns for the majority of
MLM distributors (Truth in Advertising, 2017). Second, the industry has been
criticized for frequent misrepresentations of income and profit potential that
may activate cognitive biases (Keep and Vander Nat, 2014; Truth in Advertising,
2017; Backman and Hanspal, 2018; Liu, 2018; Federal Trade Commission, 2018;
Grof$ and Vriens, 2019; Bosley et al., 2020). Third, some MLM firms have been
alleged to be pyramid schemes where participants can earn compensation
that is primarily derived by the recruitment of additional MLM participants
rather than from the sales of goods or services to retail customers (see Federal
Trade Commission (FTC), 2016, 2019a,b, 2020a).

In the midst of this public and academic conversation regarding the risks
and benefits of alternative work at large, and the MLM industry in particu-
lar, researchers note that very little is known about the motivations for MLM
participation and the experiences and outcomes of that engagement (Keep

2 While there is no required disclosure for MLM firms, newly recruited distributors do have a
short window to reconsider their decision within a 3-day cooling-off period under certain
conditions (Federal Register, 2015).
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4 DELIEMA

and Vander Nat, 2014). Using the first nationally representative survey data on
MLM participation, we provide descriptive information on the characteristics
of current and former MmLM distributors to explore their self-reported motiva-
tions for joining an MLM firm in light of potential push (e.g., need for income,
negative life events) and pull (e.g., entrepreneurial orientation, materialism)
factors. Next, we report the distribution of self-reported financial outcomes for
survey respondents with prior MLM experience, exploring associations with
other experience variables such as average hours worked per week, amount
invested in the business, duration of participation, and willingness to partici-
pate in MLM again. We then analyze the correlates of outcome variables con-
trolling for demographic characteristics. Outcomes include making a profit,
feeling misled by the firm, negative impact on relationships with friends and
family members; and longer-term financial outcomes—filing for bankruptcy
and current financial fragility. Finally, we compare results with prior findings
on worker outcomes in other sectors of the gig economy.

While these data do not allow for identification of causal relationships, this
is the first study to provide important baseline information on the independent
contractor workforce that fuels the MLM industry. This study lays the ground-
work for additional inquiry to establish causal patterns in worker motivations
for participating, their experiences, and the social and financial outcomes of
MLM gig work. Findings contribute to a growing conversation regarding the gig
economy and consumer/worker protection, compensation, and policies in the
broader gig economy.

2 Conceptual Foundation

2.1 Alternative Work Arrangements and Gigs

Non-traditional work comes in many forms, and understanding is complicated
by differences in definition and measurement. There is wide recognition that
non-traditional or alternative work is a significant part of the labor market (see
Van Arsdale, 2013), but it is less clear whether certain forms are growing or
contracting over time. This is especially true for gig work, which lacks a widely
accepted definition (Abraham etal., 2019). While some characterize gigs as only
those engagements mediated within an online platform (e.g., Mechanical Turk
or Uber as in Jackson et al., 2017), others define gig work as all forms of inde-
pendent contracting (Bernhardt and Thomason, 2017). Abraham et al. (2018)
create a typology of non-traditional work arrangements, defining gigs as work
arrangements with no specific wage/salary, no contract for ongoing work, and
no predictable work schedule or predictable earnings when working. Based on
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this definition, gig workers include day laborers, independent contractors or
freelancers, and on-demand/platform workers.

Within most gig definitions there is significant heterogeneity, as jobs can
range from freelance programming to legal work. Harris and Krueger (2015)
note that many jobs in this space combine aspects of traditional employment
with elements of independent contractor work. For those who “work with
intermediaries who match workers to customers,” workers may have the ability
to choose when to work, or whether to work at all, but the firm typically retains
aspects of control such as the ability to dictate the way in which the work is
performed and the terms of compensation.

Substantial research has identified how precarious gig labor is for workers,
noting a power differential that benefits companies at the expense of a finan-
cially insecure workforce (Baber, 2019; MacDonald and Giazitzoglu, 2019).
Risks for workers include variable and unpredictable earnings and hours
(Abraham et al., 2018), limited benefits and worker protections (Harris and
Krueger, 2015; Bernhardt and Thomason, 2017; Bajwa et al., 2018; Abraham
et al,, 2019), and lack of access to employer-sponsored retirement and health
benefits (Jackson et al., 2017). Webster (2016) further notes the loss of the col-
lective workspace where traditional employees can interact and organize, as
well as the encroachment of paid work into the home. In online platform-me-
diated gigs, companies retain significant control over workers using perfor-
mance surveillance and algorithmic management techniques—customer/
client ratings, reputation scores, and automated tests (Graham et al., 2017;
Popescu et al., 2018; Wood et al., 2019), yet gig sector companies do not bear the
costs of a traditional employment relationship in spite of this ability to control
labor (Aloisi and De Stefano, 2020). Beyond these factors, Bajwa et al. (2018)
identify “platform-based” risks including information asymmetry, and “occu-
pation-based” risks associated with the nature of the work itself, for example,
risks to the health and safety of workers and their property.

In a meta-analysis of gig work in Canada and related research, Bajwa et
al. (2018) state that the literature is “generally silent” on experiences of gig
workers, although a handful of cross-sectional surveys have been sponsored
by independent organizations that focus on comparing gig workers to those
in the traditional workforce. For example, an Edison Research/Marketplace
survey reported that, compared to individuals working for traditional employ-
ers, gig workers who rely solely on their gigs for income tend to be younger
(age 18—34), more anxious about their financial situation, and are less able to
cover an emergency expense (Edison Research, 2018). Prudential sponsored a
Harris Poll of traditional and non-traditional workers and reported that “gig
only” workers are less satisfied with their current work situation but expressed
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less interest (only 19%) in switching to traditional employment, preferring the
flexibility of choosing their own hours (Prudential Financial, 2017). A survey
of Uber drivers in London found that they report higher average levels of life
satisfaction and worthwhileness compared to employed and self-employed
workers, but also report lower wages and higher levels of anxiety (Berger et
al,, 2019).

A number of qualitative studies have also shed light on the experiences of
gig workers. D'Cruz and Noronha (2016) interviewed Upwork freelancers in
India and reported that although most participants favored the work for its
flexibility, autonomy, and the opportunity to build marketable skills, many
stated that the competitive bidding process led to significant uncompensated
labor and competition with other workers on the platform. This finding was
echoed in a mixed methods study by Wood and colleagues (2019) where gig
workers expressed exhaustion from working long and odd hours to compete
with other bidders, undermining the “flexibility” argument since work occu-
pied all of their time. Interview participants in Wood et al. (2019) and in Anwar
and Graham (2021) also shared feelings of loneliness and social isolation when
working entirely at home.

In terms of worker motivations, the discussion of gig work has reignited
a long-standing discussion of the push and pull factors that may motivate
non-traditional work. As Abraham et al. (2019, p. 4) ask: “Do individuals engage
in such work because they are pushed into doing it or do they do it by choice?”
Push (i.e., negative) factors include unemployment, underemployment, and
limited opportunities, while pull (i.e., positive) factors include the possibil-
ity of higher income, flexibility, autonomy, interaction with customers, and
interest in entrepreneurship (Morris and Vekker, 2001; Addison and Surfield,
2006; Bajwa et al., 2018). Motivations may, on average, differ between men and
women or other subgroups (Walker, 2009). For example, Morris and Vekker
(2001) found that temporary work may be driven by the need for flexibility,
especially for students and women with children, but for most workers, partic-
ipation appears to be driven by weak permanent job opportunities. This was
indicated by remote gig workers in India (D’Cruz and Noronha, 2016) and Africa
(Anwar and Graham, 2021) who expressed that they could earn more through
gig work than through traditional employment options in their home coun-
tries. Non-traditional work may also serve as a bridge to traditional employ-
ment opportunities or as a supplement to earnings during the employment
search process (Morris and Vekker, 2001; Addison and Surfield, 2006; Wood
et al., 2019).

Some prior research finds that alternative work arrangements, broadly
defined, are primarily motivated by the desire for income, where the desire for
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flexibility and autonomy is a secondary motivation (Bernhardt and Thomason,
2017; Bajwa et al,, 2018; Abraham et al., 2019). A 2019 population survey by the
Federal Reserve Board reported that the majority of gig workers were engaged
in this work for supplemental or primary income (Board of Governors of the
Federal Reserve System, 2019). In contrast, Hurst and Pugsley (2011) found that,
for small business owners and early-stage entrepreneurs, non-pecuniary ben-
efits may play a “first-order role” in business formation decisions. In a system-
atic review of the literature, Murnieks et al. (2020) summarize contributors to
entrepreneurial motivation. In addition to financial gain, they report on intrin-
sic motivators such as achieving independence, overcoming challenges, and
being innovative. The salience of pecuniary and non-pecuniary motivations
may depend on pre-existing income or wealth. For example, Katz and Krueger
(2019) found that independent contractors earn more than those tradition-
ally employed, all else equal, while Seefeldt and Sandstrom (2015) found that
non-traditional work is often a component of “income packaging strategies”
for lower income households, where small amounts of money can make a large
difference. Non-traditional sources of earnings may be intended to smooth
earnings over time (Farrell and Greig, 2016).

Aside from motivations, more data are needed to understand the realized
outcomes for workers in alternative work arrangements (Bajwa et al., 2018).
Cook et al. (2018) was able to observe gross earnings for Uber drivers but could
not determine profit due to inability to account for work-related expenses.
Bernhardt and Thomason (2017) report hourly earnings from $5.55 for
Mechanical Turk workers to $25 for passenger drivers but similarly could not
determine pay after expenses, and Wood and colleagues (2019) report a mean
weekly income of $165 for online “microtask” workers, although there were
wide variations in income based on task complexity and worker geography.

Perhaps a symptom of low earnings, turnover in this sector appears to be
high (Bajwa et al., 2018). Cook et al. (2018), for example, reported that more
than 60% of drivers became inactive after six months. Abraham et al. (2019)
similarly found that only half of those reporting informal work in 2016 reported
such work a year later. One explanation is that the work served its intended
purpose during this time (e.g., income smoothing, transition, or supplemental
(Zwick and Spicer, 2019)), or alternatively, that the realized outcomes did not
match expectations or needs.

2.2 Moulti-Level Marketing as a Gig

Given the heterogeneity in alternative work arrangements, and gigs specif-
ically, targeted research is needed to understand the individual industries
within this sector. MLM business opportunities are promoted as having a low
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barrier to entry and turnkey training, where individuals follow a simple oper-
ational system to work as independent distributors (Bosley and McKeage,
2015). As such, they exemplify the gray area described by Harris and Krueger
(2015) as distributors typically decide when and how much to work but are
often given specific instructions to inform the way in which they perform
that work. MLMs match the gig work definition put forth in Abraham et al.
(2019), such that MLM distributors cannot predict the returns to their labor.
Predictions are hindered by information asymmetry regarding expected rev-
enue and business-related expenses, the complexity of MLM compensation
plans, and the interpersonal nature of recruitment within social networks
where distributors benefit from bringing others into the organization (Bosley
and McKeage, 2015).3

Based on the industry’s own reports, the majority of distributors earn very
little compensation (Truth in Advertising, 2017). Because MLM affords the
possibility for participants to actually lose money, it has been critiqued by the
popular press and by policy advocates for causing negative financial outcomes
(see Keep and Vander Nat, 2014; Cunha, 2018; Laryea, 2018; Lorenz, 2018; Lieber,
2019). Therefore, a driving question among researchers is why people engage in
MLM when the financial returns earned by the majority of distributors are very
low and often negative (Bhattacharya and Mehta, 2000; Liu, 2018). Possible
explanations for participation include access to product discounts, social (i.e.,
non-monetary) returns, value-alighment, human capital accumulation, desire
for autonomy, and access to high dollar, low-probability returns (Biggart, 1989;
Bromley, 1998; Bhattacharya and Mehta, 2000; Sparks and Schenk, 2001, 2006;
Brodie et al., 2002; Grof3, 2010; Liu, 2018). In this light, MLM participation could
be viewed as an example of compensating wage differential, where distribu-
tors are willing to accept low or even negative financial returns in exchange
for other valued attributes such as product discounts, social status, or personal
and professional growth, assuming sufficient information was available to
make such a judgment (Morris and Vekker, 2001).

3 Historically, the direct selling (Ds) industry has been comprised of firms with single-level or
multi-level compensation structures. While MLM firms tie compensation to the purchases/
sales of the individual distributor and the purchases/sales of downline recruits, a single-level
Ds company only compensates the distributor based on personal sales to customers (Brodie
etal, 2002). The share of Ds firms with an MLM compensation structure rose from 25% in 1990
to 96% in 2014, with 99% of distributors operating within an MLM compensation structure by
2014 (Bosley et al., 2020).
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2.3 Push and Pull Motivational Factors

Prior work suggests a set of potential push and pull factors that may inform
the decision to engage in gig work. Push factors include anticipated earnings
to supplement, replace, or smooth existing income streams. Need for income
may be magnified by situational factors, such as being a single parent or experi-
encing a negative life event, i.e., layoff, financial or health shock, divorce. MLM
companies regularly tout the financial benefits of membership. Persuasive
recruitment messages incorporate influence techniques such as phantom fixa-
tion (dangling the promise of excessive wealth and rewards), authority/source
credibility (testimonials from a trusted source), and social proof (emphasizing
that other social network members use the product(s) and are participating
in MLM) (Cialdini, 1984; Consumer Fraud Research Group, 2006). For exam-
ple, marketing claims may include product endorsements by celebrities and/
or health professionals (authority), declare that everyone is eager to join (social
proof), and proclaim that the business opportunity provides financial freedom
and independence (phantom fixation).

Liu (2018) argues that recruitment messages are crafted to yield base rate
neglect among potential distributors by focusing them on successful but
unlikely examples. The FTc has alleged earnings misrepresentations in recent
civil cases (FTC 2016, 2019a,b, 2020a), provided guidance to firms on proper
representations (FTC, 2018), and issued warning letters to firms in response to
improper product and earnings claims (FTC, 2020b).

MLM, like other gig work, is frequently hailed as an opportunity to gain
financial freedom by building an independent business; however, it often
requires members to invest in inventory and pay for training and other busi-
ness-related expenses. There is also an opportunity cost to working on com-
mission rather than choosing a salaried or hourly-paid job. This is similar to
rideshare and food delivery gigs where drivers must supply and maintain their
own vehicle, gas, and insurance; and online gigs where workers must have a
personal computer with internet access, and in some cases licenses for design
and development software.

In terms of the distribution of gains among gig workers, there are important
differences between MLM and other industries occupied by gig workers. Given
the structure of MLM compensation plans, gains from product purchases are
distributed between the worker and her “upline” (the distributor who recruited
her into the MLM company, that distributor’s recruiter, and so on). Exact rates
and commissions vary by company. While the company itself receives a share
of the gains from these transactions, much of the gains go to upline mem-
bers who are themselves gig workers. Income is therefore typically associated
with timing of entry and the number of downline distributors a worker has
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recruited into the MLM company. In non-MLM sectors of the gig economy,
workers may similarly share the gains from a customer sale/transaction with
the company or platform, but not with other gig workers. The variation in MLM
worker outcomes complicate the issue of income representation, as recruits
are often told what high-level sellers have earned and lack information regard-
ing typical or likely outcomes for someone just entering the MLM company
(Truth in Advertising, 2017).

In addition to financial push factors, individuals may be pulled to engage
in gig work. Like other gig sector workers, MLM participants may join because
they have entrepreneurial ambitions or value a flexible schedule. Bickman
and Hanspal (2018) found a concentration of MLM participation in regions
with fewer women in the traditional labor market, suggesting that flexibility to
accommodate childcare is highly valued. The business model also emphasizes
entrepreneurialism and personal autonomy (Sparks and Schenk 2001) and all
workers are described as independent business owners responsible for their
personal success or failure (Liu, 2018).

In contrast to gig workers in other industries, MLM participants may join
because they want to build or preserve social relationships with others in the
MLM network (Biggart, 1989; Schiffauer, 2018). Stronger ties may generate push
or pull incentives for MLM work as relationships between distributors may
serve to increase the non-pecuniary returns from labor or invoke feelings of
obligation or reciprocity (Luk et al., 1999; Merrilees and Miller, 1999). A second
pull factor unique to MLM is access to product discounts. According to Cahn
(2008), MLM has roots in neoliberal capitalism and “celebrates consumption”
(Cahn, 2008, p. 431). Indeed, the majority of MLM companies sell wellness and
beauty products and other home and family goods (Direct Selling Association
(DsA), 2019). Beyond product discounts, Sparks and Schenk (2001, 2006) found
that workers report noneconomic motives for joining, including the belief that
selling the company’s products serves a “higher purpose.” Indeed, many MLM
conventions resemble new-age religious conferences and recruitment mate-
rials emphasize the transformational experience of growing an independent
business (Luca, 2011; Liu, 2018).

2.4 Addressing Worker Motivations and Outcomes in the Present Study

Using survey data described in the subsequent section, we examine the fre-
quency of push and pull motivations for MLM work, and where data is availa-
ble, compare those who currently and formerly participated (n = 601) in MLM
to those who have never participated (n = 415). We include factors that might
create the desire or need for more income or flexible work arrangements,
including family roles, negative life events, and student or retirement status.
We also report on participants’ self-identified reasons for engaging in MLM
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work. Next, given the interpersonal nature of MLM recruitment, we explore
the individual’s relationship to their recruiter.

We then analyze outcomes for this form of gig work and the correlates of
those outcomes among those who participated in MLM and are no longer
active (n = 516). These outcome measures are chosen to reflect the nature of
gig work as inherently interpersonal and uncertain, with the potential for posi-
tive or negative social and financial consequences. We specifically consider the
respondent’s self-reported earnings, whether they feel misled by the MmLM firm,
the perceived impact of MLM participation on relationships with friends and
family, and longer term (present day) financial outcomes.

3 Data and Methods

3.1 Survey Design and Sampling Framework

A 69-question survey instrument was developed by the study authors.
Questions were selected based on the beliefs, values, and experiences shared
by MLM participants in four focus groups conducted in an earlier phase of the
research, and also on previous literature describing the characteristics of indi-
viduals and communities exposed to MLM. The survey was administered to
participants belonging to the GfK KnowledgePanel, the largest online panel
that uses probability-based sampling techniques for recruiting a nationally
representative sample of Americans. This sampling frame allows researchers
to produce estimates that are generalizable to the U.S. population. Detailed
information on the KnowledgePanel can be obtained from the authors.

The survey consisted of two phases: (1) initial screening of 7949
KnowledgePanel members to calculate lifetime prevalence of MLM in the
United States; and (2) the main survey with study-eligible respondents aged 18
years and older. As part of the screening, all respondents were asked whether
they had ever worked as a distributor with a direct selling or network/mul-
ti-level marketing firm (e.g., purchasing products/services at a discount and
making money by selling products/services to others and/or recruiting others
to sell products/services as part of a business). Those who answered “yes” were
categorized as MLM distributors (MLM “gig” workers) and were screened into
the survey (n = 601). Those who said “no” were categorized as non-distributors
and initial respondents were invited to participate (n = 415).4

4 Sample size quotas of 600 MLM participants and 400 non-participants were set a priori,
although more panel members were screened into the survey to accommodate for case
deletions due to response error and missing data.
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The field period began on g September 2017 and ended on 3 October 2017.5
After all the survey data were edited and made final, design weights were
adjusted to account for any differential non-response that may have resulted
during the field period. Data were archived at Blinded for review (2019).

3.2 Variables

For the 601 respondents who previously participated or currently work as dis-
tributors with an MLM firm, the survey instrument asked detailed questions
about the first MLM firm they ever joined. Participants reported the name of
the company from a dropdown list (or free entry), relationship to the person
who recruited them (friend, co-worker, neighbor, etc.), the average number of
hours they worked each week, how long they maintained their distributorship
business, how much money they spent on inventory, training, and marketing
materials, and whether they made a profit, broke even, or lost money (and
how much). They were also asked whether they became an MLM distributor
in order to make money, either by selling products to retail customers or by
recruiting others to sell, and/or whether they joined for access to product
discounts. Respondents reported how many MLM companies they have ever
joined in their lifetime, with a range of 1 to 6 or more, and if they were currently
working as a distributor for an MLM firm. In addition to questions about the
MLM experience, the survey gathered information on distributors’ household
circumstances immediately prior to joining, such as whether they were a sin-
gle or stay-at-home parent, their age, household income, employment status,
whether they had significant debt, filed for bankruptcy, had a serious health
problem, and other negative life events.

Reflecting on their first MLM distributorship, participants were asked
whether they felt that the firm misled them in representing their chances of
achieving financial success (yes/no). Given the interpersonal nature of recruit-
ment, participants were asked to rate the impact being an MLM distributor had
on their relationships with close friends and family members on a five point
scale from very positive (1) to very negative (5). This item was dichotomized,
where 1 = very or somewhat negative. Participants were also asked about their

5 After three days, automatic email reminders were sent to all non-responding panel members
in the initial sample. The median completion time was six minutes. Of the 1048 completed
surveys, the researchers identified 32 cases that were deleted from the final dataset because:
(1) the respondent completed the survey in less than two minutes; (2) straight-line responses
(no variability in answers to psychological scale items); (3) participant did not answer more
than 30% of questions; (4) incongruent responses on two or more questions (e.g., reported
participating in MLM immediately after graduating high school and also reported that age at
that time was 67 years-old); (5) incoherent free-response answers.
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MULTI-LEVEL MARKETING AS “GIG” WORK 13

willingness to engage in MLM work again, both in the first MLM firm they ever
joined and in a different MLM firm. Response options included “yes,” “no,” or
“not sure.”

All survey participants—distributors and non-distributors—reported their
current age, sex (female = 1), educational attainment, marital status, household
size, race/ethnicity, employment status, and whether they had ever declared
bankruptcy in their lifetimes. MLM participants who said ‘yes’ were asked if
they declared bankruptcy before, during, or after their participation in MLM.
Financial fragility is defined as a lack of liquidity to deal with an unexpected
emergency expense (Hasler et al., 2018). On a 4-point Likert scale, respondents
were asked if they would be able to cover at least $1000 in expenses in case
of an emergency, not by borrowing the money or by putting it on their credit
card. Responses were dichotomized such that those who could “definitely not”
or “probably not” were classified as financially fragile.

All participants were administered psychological scales measuring concepts
predicted to be associated with MLM participation, including entrepreneurial
orientation, interest in MLM persuasion rhetoric, reward responsiveness, drive,
and materialism. Richins and Dawson (1992) conceptualize materialism as a
value orientation that guides people’s choices and conduct. It involves acqui-
sition centrality (valuing the accumulation of new possessions), believing that
consumption is a means of achieving happiness and life satisfaction, and that
possessions and wealth are proxies for success. We measured materialism as
the extent to which the respondent agreed with nine items from the Material
Values Scale short-form (Richins, 2004), where 1 = strongly disagree and 5 =
strongly agree. Higher mean values indicate greater levels of materialism.

Entrepreneurial orientation was measured as the mean of six items that
assess interest in pursuing flexible and nontraditional but potentially lucra-
tive business opportunities. Respondents were asked the extent to which they
agreed or disagreed with each statement on a four-point scale. For example,
“I believe that the best way to achieve financial freedom is to own your own busi-
ness,” and, “I like to keep my eyes and ears open for emerging business opportuni-
ties that no one has heard about yet.” Responses were averaged such that greater
values indicate higher levels of reward responsiveness.

To assess respondents’ interest in MLM rhetoric, the survey presented six
statements adapted from the recruitment materials used by current and for-
mer MLM firms, such as, “Some of our top sales persons were making over $10,000
per month within the first two years of joining our organization. With a little hard
work and ingenuity, you can do the same and experience the financial freedom
that is a core part of the American dream.” Respondents were asked how inter-
ested they would be to hear more about each opportunity on a scale of 1 to 5
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with higher values indicating greater interest. Items were averaged for a total
score.

Prior studies have shown that achievement motivation is significantly
correlated with choosing an entrepreneurial career and also with entrepre-
neurial performance (Collins et al., 2004), and Geenen and colleagues (2016)
found a positive association between motivational drive and entrepreneurial
intent. Reward responsiveness and drive were measured using two subscales
of Carver’s and White's (1994) Behavioral Activation System (BAsS) scale. On
a four-point Likert scale, survey respondents were asked the degree to which
certain statements describe them, from 1 = very false for me, to 4 = very true
for me. The reward responsiveness subscale presents five statements such as,
“When I'm doing well at something I love to keep at it} and, “It would excite me to
win a contest.” The 4-item drive subscale includes statements such as, ‘T go out
of myway to get things Iwant.” Subscales were averaged separately for two total
scores, where higher values indicate more reward responsiveness/drive.

3.3 Analysis
To understand push and pull factors that may contribute to the decision to par-
ticipate in MLM for the first time, including self-reported motivations and life
circumstances at the time of adoption, we report on the frequency of MLM dis-
tributor characteristics. Push factors include being a single parent, low house-
hold income ($35 0oo or less), desire to make money, recent bankruptcy filing,
layoff, or other negative life events occurring just prior to MLM engagement.
In terms of pull factors, we calculated the frequency of respondents who
said they became an MLM distributor for product discounts, were a stay-at-
home parent (as a proxy for wanting a flexible work schedule), were recruited
by a friend, relative, or coworker (as a proxy for non-pecuniary benefits and
social pressure), or had prior sales experience. Based on existing research on
MLM recruitment messages (e.g., Sparks and Schenk, 2001; Liu, 2018) and the
psychological mindsets of entrepreneurs (Murnieks et al., 2020), we exam-
ined other possible pull factors including entrepreneurial orientation, interest
in MLM persuasion rhetoric, materialism, reward responsiveness, and drive.
These scales were completed by both MmLM distributors and non-distributors.

6 The BAs scale was developed as a measure of behavioral approach based on Gray’s (1987)
theory of how emotional systems motivate approach and avoidance behavior. The BAS scales
have been shown in previous research to be associated with extraversion and positive affect
(Jorm et al,, 1998), valued traits in the MLM business, which hinges on effective networking
and relationship building.
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We used independent samples t-tests to determine if MLM distributors scored
significantly higher on these five psychological scales relative to respondents
who have never engaged in MLM.

Next we determined the distribution of financial outcomes resulting from
MLM participation and how outcomes relate to other dimensions of partic-
ipation. Those who responded that they are currently participating in their
first MLM firm were removed from the outcomes analysis (n = 85) as they can-
not yet know the final financial or social result of MLM engagement. Among
the remaining 516 former distributors, we calculated the percent who made a
profit, broke even, or lost money, with tiers ranging from profits of $100 ooo or
more to losses between $50 000 to 74 999. For each tier, we report on the range
of money those participants invested in their business, duration of their par-
ticipation, mean hours worked per week, percent who had prior sales experi-
ence, time since participation, and mean age when first joined. We also analyze
how current perceptions of the MLM experience relate to financial outcomes,
reporting the percent who feel the experience had a negative impact on their
social relationships, feel misled by the MLM firm, would join the same MLM
firm again, and would join a new MLM venture if given an opportunity. We
also report on the percent of respondents who experienced long-term negative
financial outcomes—financial fragility and declaring bankruptcy—according
to whether they made a profit, broke even, or lost money on their first MLM
venture. Last, among all 601 current and former MLM participants, we calcu-
lated the percent who joined more than one MLM firm and the average num-
ber of MLM firms they have participated in.

Logistic regression was used to analyze the correlates of financial and
social outcomes associated with MLM participation. Each binary outcome
was modeled separately using the same independent variables. Five outcomes
were assessed: “reported making a profit,” “feel misled,” “negative impact on
friends/family,” “declared bankruptcy,” and “financial fragility” Independent
variables included average hours worked per week, amount of money invested
in the business (below $1000 (reference), $1000-$4999, $5000 or more, do
not remember), length of participation (less than six months (reference),
six months to less than one year, one to less than two years, two to less than
five years, and five years or longer), prior sales experience, and joined to earn
money.

Models controlled for age when first joined, sex (female = 1), race (non-
Latino white = 1); education (less than high school (reference), high school
graduate, some college, college graduate), household income when first joined,
and time (years) since first MLM venture. All models are weighted and ana-
lyzed in MPlus using a maximum likelihood approach to account for missing
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responses. A correlation matrix of all variables used in these regressions is
available from the authors.

4 Results

41 MLM Participant Characteristics

As discussed in AARP (2018), the respondents who reported MLM participa-
tion are more likely to be female (60 vs. 51%) and have some college experi-
ence’ (37 vs. 28%) relative to those with no history of MLM participation. In
terms of race and ethnicity, the shares of MLM participants that self-reported
as Hispanic, Black or Non-Hispanic White reflect the respective proportions
of these demographic groups in the March 2017 Current Population Survey. At
the time of the survey, those with MLM experience (past and/or present) were
also more likely to be married or living with a partner (72 vs. 65%), be self-em-
ployed (12 vs. 7%), and less likely to be retired (18 vs. 25%) relative to those with
no MLM experience. MLM participants also reported higher frequencies of
participation in religious services and community activities, as well as higher
levels of social media use.

Of the respondents with MLM experience, 48% had joined more than one
MLM firm, 31% had joined two, another 10% had joined three MLM s, and the
remaining 7% had participated in four or more in the past and/or present. On
average, those with MLM experience were 29-years-old (Standard Deviation
(sD) = 10) when they joined their first (or only) MLM venture and that first
experience began 22.5 years ago (SD = 14.5).

Of the survey respondents who did not participate in MLM, 43% said they had
been approached in the past but declined to participate. Of those individuals,
60% declined because they “thought the business opportunity they were being
recruited for was a scam,” 54% reported that they did not like to “sell things,” and
42% felt that the opportunity would bring the most benefits to those “at the top.”

4.2 Push and Pull Motivators
Table 1 provides summary data for push and pull factors associated with the
decision to take up MLM work. While the majority of variables in Table 1 were

7 This means that the respondent, at the time of the survey, reported that they had some college
attendance but did not complete a bachelor’s degree or above. Given the retrospective nature
of this survey, these are largely individuals who did not complete a college degree, rather than
individuals currently enrolled in a degree program.
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captured for MLM distributors only, both distributors and non-distributors
were asked about entrepreneurial orientation, reward responsiveness, drive,
materialism, and interest in MLM recruitment rhetoric. We find that, among
these pull factors, MLM respondents had significantly higher levels of entre-
preneurial orientation, reward responsiveness and interest in MLM recruit-
ment rhetoric than non-adopters. The majority of MLM respondents joined to
earn money (76% reported it as their primary or secondary reason for partici-
pation). This includes the 23% who reported that they wanted to make money
specifically by recruiting others to sell products. Only 20% reported that they
joined the MLM solely for access to product discounts. Less than one-quarter
of MLM workers reported having prior sales experience and nearly two-thirds
were recruited into the MLM by a friend, relative, or co-worker.

4.3 Distribution of Financial Outcomes

Table 2 presents the distribution of financial outcomes for MLM respondents
along with other facets of participant experience such as tenure, hours worked,
and amount invested. These data are associated with the first MLM firm the
respondent ever joined. The largest group are those who reported cumulative
losses below $5000 while the second largest group reported breaking even.
Overall, approximately 24% reported earning a cuamulative profit but only 1%
reported earning a profit exceeding $5000, and 6% reported a profit exceeding
$10 000 over the life of their MLM distributorship. The relationship between
MLM participant investment and estimated profit does not appear to be linear
in nature. Investments of time and money are generally highest among those
who experienced high profits or high losses. The exception are a few individu-
als who report high profits but recall low financial investments. It is useful to
note that self-reported profit relies on recall of both revenue and expenses, and
the majority had difficulty recalling the amount they invested in the MLM ven-
ture. When first asked about amount invested, 69% of all MLM respondents
stated that they did not remember. When further prompted to approximate
their investment by selecting from an ordered list of investment ranges, 23%
continued to report that they could not recall their investment.

In terms of duration of participation, 26% reported participating for less
than six months while 48% and 70% reported participating for less than one
year and less than two years, respectively. Approximately 22% of those who
reported break-even or loss had prior sales experience while 25% of those
who reported profit had such experience. In terms of motivation to earn
profit, three-fourths of those who reported break-even or loss joined to earn
money, while 82% of those who reported profit joined for income-generating
purposes. The perception of being misled and the negative impact on friends
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TABLE 1 Frequency of push and pull factors motivating MLM participation (n = 601)
Frequency = Mean (SD)
Push Factors
Single parent 6.2%
Recently laid off from another job 9.2%
Recent significant financial loss 5.0%
Had significant debt 14.4%
Serious personal health problems 2.6%
Employed and looking for extra income 50.1%
Below $35K HH income when started 56.1%
Joined with intent to make money in MLM 75.7%
(primary or secondary reason)
Joined with intent to make money in MLM 51.7%
(only reason selected)
Filed for bankruptcy (before participating) 4.2%
Total No. of recent negative life events 0.46 (0.88)
(range 0—-8)2
Pull Factors
Entrepreneurial orientation 2.49 (0.68) P
Reward responsiveness 3.34 (0.49) P
Drive 2.70 (2.65)
Materialism values 2.73 (0.83)
Interest in MLM recruitment rhetoric 2.65 (0.89) P

Joined to use the product (primary or secondary

reason)

Joined to use the product (only reason selected)

Stay-at-home parent

Recruited by friend/relative/coworker
Other motivating factors

Have prior sales experience

Looking to change careers

Student

441%

20.1%
15.6%
65.2%

24.3%
8.2%
12.4%
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TABLE 1 Frequency of push and pull factors motivating MLM participation (n = 601) (cont.)

Frequency = Mean (SD)

Recently graduated (high school or college) 13.2%

Recently left another job 4.3%
Retired 10.5%

2 RECENT NEGATIVE LIFE EVENTS INCLUDE JOB LOSS (SELF OR PARTNER), DEATH OF A
FAMILY MEMBER, SIGNIFICANT FINANCIAL LOSS, SERIOUS HEALTH PROBLEMS (SELF
OR CLOSE RELATIVE), DIVORCE, SIGNIFICANT AMOUNT OF DEBT.

b MLM PARTICIPANTS SCORED SIGNIFICANTLY HIGHER (P < 0.05) ON THESE ITEMS
RELATIVE TO THOSE WHO HAVE NEVER PARTICIPATED IN MLM. ASIDE FROM THESE
THREE VARIABLES AND MATERIALISM AND DRIVE, NON-DISTRIBUTORS WERE NOT ASKED
THE OTHER ITEMS RELATED TO LIFE CIRCUMSTANCES AND EVENTS PRIOR TO JOINING
AN MLM DISTRIBUTORSHIP BECAUSE THEY NEVER HAVE PARTICIPATED IN MLM WORK.

and family generally increases as profit falls/losses increase, though some who
report profit also report feeling misled by the MLM firm or its representatives.

MLM respondents were asked: “Knowing what you know now, would you
join [1st MLM] again?” and, “Knowing what you know now, would you join a
different direct selling/MLM company?” As shown in Table 2, a minority of
respondents indicated a willingness to join the same or another MLM given
current information. Of those who reported break-even or loss, only 7% stated
affirmatively that they would join the same MLM company again and only 6%
stated they would join another MLM company. Even for those who reported
a profit, 26% stated they would join the same MLM again while 11% said they
would join a different MLM. Given that this question is asked retrospectively, it
is interesting to note the level of repeat participation in MLM ventures among
the respondents. Of those who reported break-even or loss in their first MLM
experience, approximately half went on to participate in another MLM firm.
This contrasts with the respondents’ current assessment, where a very small
number still indicate a willingness to “do it again” or try another firm in the
industry.

While it is difficult to assess the long-term financial impact of an experi-
ence that was, on average, 22.5 years in the past, the survey did capture data
on the current financial fragility of MLM respondents as well as the percent
that declared bankruptcy during or after their first MLM experience. With the
exception of the nine respondents who reported the greatest losses, financial
fragility was negatively associated with reported MLM profit, with nearly 34%
of those with losses below $5,000 reporting fragility at the time of the sur-
vey. In terms of bankruptcy during or after MLM participation, the highest
rate (34.5%) was reported for those who reported profit between $5,000 and
$10,000 in their first MLM venture.
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4.4 Correlates of Financial and Social Outcomes Following MLM
Engagement

Logistic regression results are presented in Table 3. In each model, the financial
orsocial outcome variable is regressed on mean hours worked per week, money
invested, length of participation, prior sales experience, negative impact on
relationships with family and friends, joined to earn money, reported making a
profit, age when first joined, sex (female), race (non-Latino White vs. all other
categories), education (reference is less than high school), household income
when first joined, and years since joined first MLM.

In Model 1, “reported making a profit” (= 1), the odds of reporting profit
increase by 5% for each additional hour worked, on average, per week (95%
Confidence Interval (CI) = 1.02, 1.07; p < 0.001). Relative to those who invested
less than $1000 on inventory, materials, and training, participants who invested
between $1000-4999 were 55% less likely to report profit (95% cI = 0.23, 0.87;
p < 0.001). Length of participation is positively associated with reporting profit.
Those who engaged for one or more years were between three and four times
more likely to report profit than those who worked less than six months (p <
o.01). Although the effect size is very small, the further the first MLM venture
was in the past, the more likely the respondent is to report profit (Odds ratio
(OR) =1.02; p < 0.05).

Interestingly, hours worked is also significantly associated with feeling
misled by the MLM firm (see Model 2). Those who worked more hours each
week are more likely to feel that the company misrepresented their chances at
achieving financial success (OR =1.05; 95% CI =1.03, 1.07; p < 0.001). Relative to
participants who invested less than $1000 in the business, those who invested
between $1000 and $4999 are twice as likely to feel misled (OR = 2.02; 95% CI
=113, 3.79; p < 0.05). Those who feel that their participation had a negative
impact on their social relationships are nearly three times more likely to feel
misled (OR = 3.72; 95% CI = 2.03, 6.80; p < 0.001). Those who reported a profit
are nearly 70% less likely to feel misled by the MLM firm (OR = 0.33; 95% C1 =
0.8, 0.61; p < 0.001). Female participants are 42% less likely to feel misled than
male participants (OR = 0.58; 95% CI = 0.37, 0.91; p < 0.05).

Model 3 shows that duration of MLM participation is negatively associated
with feeling that the MLM business had a harmful impact on relationships
with friends and family. Relative to those who only participated for six month
or less, those who participated longer are significantly less likely to report neg-
ative social outcomes. By contrast, investing more money in the business is sig-
nificantly associated with feeling that MLM participation had a negative effect
on social relationships. Reported profits had no statistically significant impact
on perceived relationships with friends and family members (OR = 0.50; 95%
CI =0.20,1.22; p = 1.S.).
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Longer-term outcomes are assessed in Models 4 and 5. Those who reported
a profit are significantly less likely to report negative long-term financial out-
comes. Those who participated for longer than six months are between 72%
and 77% less likely to experience bankruptcy at some point following MLM
participation, relative to those who participated for less than six months (p <
o.o1). Duration of participation is also negatively correlated with current finan-
cial fragility (p < 0.05), defined as probably or definitely not being able to cover
a $1,000 emergency expense. The more hours worked in an MLM distributor-
ship, the higher the odds of current financial fragility (OR =1.03; 95% cCI =1.01,
1.05; p < 0.01). Having sales experience prior to participating in MLM is posi-
tively associated with experiencing bankruptcy following the MLM experience
(OR = 2.26; 95% CI = 1.19, 4.29; p < 0.05), but negatively correlated with current
financial fragility, although this relationship only trended toward significance
(OR = 0.54; 95% CI = 0.28,1.07; p < 0.1).

Female participants are nearly twice as likely to report current financial fra-
gility compared to male participants (OR = 1.19; 95% CI = 1.11, 3.29; p < 0.05).
Relative to those with less than a high school education, those who have a
bachelor’s degree are significantly less likely to report current financial fra-
gility (OR = 0.29; 95% CI = 0.11, 0.82; p < 0.05). Those with higher household
incomes in the year they started engaging in MLM are also less likely to report
current financial fragility (OR = 0.57; 95% CI = 0.41, 0.79; p < 0.01). Age when
first joined, education, income, sex, age, and race are not associated with bank-
ruptcy in the years following MLM participation. Number of years since partic-
ipation in the first MLM is significantly positively correlated with bankruptcy
(OR =1.05; 95% CI = 1.03, 1.08; p < 0.001), but significantly negatively correlated
with financial fragility (OR = 0.98; 95% CI = 0.96, 0.99; p < 0.05), meaning that
more recent MLM participants are more likely to have no or little access to
emergency funds but are less likely to have declared bankruptcy.

5 Discussion

5.1 Comparing MLM to Other Gigs

MLM work fits within the “gig” definition (Abraham et al., 2018), begging com-
parisons with more visible gigs mediated by online platforms (e.g., rideshare,
food delivery, online tasks), although important distinctions exist. Both types
of gigs are facilitated and organized by corporations that decide the rules
of engagement that may be at odds with the interests of their workers; both
offer flexibility and low barrier to entry; and both face criticisms with regard
to access to worker compensation, liability protections, overtime, and other
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benefits. These issues reflect the prominent critique that labor regulations
have been slow to address inequalities in the gig economy that has evolved
at a rapid pace (Baber, 2019; Aloisi and De Stefano, 2020). Beyond these issues
broadly applicable to gigs, MLM work raises unique concerns related to inad-
equate or nonexistent income disclosures, misrepresentations of profits,
unfounded promises of personal transformation, and the potential for ille-
gal compensation structures. While all gig work presents the prospect of low
financial returns, MLM work presents the very real possibility of negative earn-
ings after reconciling revenues with expenses. Results point to the need for
more and better information on typical worker expenses, time involvement,
and typical revenues to further clarify the distribution of financial outcomes.
Despite these risks, roughly 7.7% of adults, or 1 in 13 Americans, have
engaged in MLM work at some point in their lifetime. The majority of MLM
participants (76%) in this survey reported that they joined the MLM company
to earn money, either through direct sales to retail customers or by recruiting
others to join. This desire for income is somewhat higher than estimates from
broader sectors of alternative work. Robles and McGee (2016) found that 65%
of those engaged in informal work indicated that the main reason for that work
was to earn extra income. Similarly, Abraham and Houseman (2019) found that
two-thirds of informal workers were motivated to earn money from this work.
The majority of MLM workers are women. The same is true more broadly
for alternative work arrangements (Katz and Krueger, 2019) and low-wage jobs
in general (Visser and Meléndez, 2015), although demographic characteris-
tics vary based on how narrowly gig labor is defined. A key difference is that
independent contractors in other sectors are more likely to be older (Katz and
Krueger, 2019), whereas we find that MLM workers are relatively young, on aver-
age, when they participate in their first MLM engagement. This reflects the age
characteristics of contingent workers reported in the U.S. Current Population
Survey Contingent Worker Supplement (2017). In that data, 27% of contingent
workers were between ages 16 and 25, and 23% were between ages 26 and 35.
One difference is that contingent workers in those data had lower educational
attainment—54% had a high school diploma or less whereas only 36% of MLM
participants had a high school diploma or less (see gigeconomydata.org).
Only 24% report that they earned a cumulative profit from their MLM
work. Small sample sizes in some categories hinder the ability to draw firm
conclusions on the relationship between investments (hours, years, and
dollars) and outcomes, but the nature of MLM engagements—which typi-
cally involve an investment at the time of joining and continued invest-
ments over time—suggest that high losses would likely be associated with
longer duration of participation and higher financial investments over time.
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However, survey results indicate that duration of participation is correlated
with making a profit, such that those who engaged for longer than a year
are more likely to report making money. This could indicate survivor bias in
MLM where unsuccessful distributors drop out within the first few months,
however given that reported profits are generally low, those who worked as
distributors for multiple years likely realized very low earnings when divid-
ing profits by the number of hours worked. For example, the three survey
respondents who reported making between $50 000-74 999 all reported
working for more than five years at an average of 54 hours per week. That
is hardly a profit at all. Overall, duration of MLM participation is relatively
short and comparable to other gig work. Of those who did not report a profit,
approximately half left within one year and nearly three-fourths left within
two years of joining. Looking at workers in the online platform-mediated gig
economy, roughly four in ten switched jobs within a year (Farrell and Greig,
2016).

Limited research has examined why workers leave their gigs. We examined
self-reported reasons for leaving MLM in a post hoc analysis of survey data.
Among the more than 500 participants who were no longer active in MLM,
39% reported they left, in part, because it felt awkward pitching to friends
and relatives, 36% did not make what they expected to earn, 35% reported
that they did not like having to sell all the time, 29% said that the commission
structure mostly benefitted those at the top, and a quarter of former MLM par-
ticipants reported that the market was too saturated. Some of these reasons for
leaving may reflect labor grievances in other sectors of the gig economy. For
example, a saturated market of rideshare drivers or online task workers can
lead to fewer clients per worker (Wood and Lehdonvirta, 2021), perhaps driving
some to abandon the platform.

Other reasons for leaving are unique to the MLM industry, such as dissatis-
faction with selling to friends and family and feeling that the compensation
structure primarily benefits upline distributors. Although there is no upline
for platform-mediated gig workers, companies do take a significant portion of
what clients/customers pay, sometimes charging fees as high as one-third of
the total cost of the work (see Mishel, 2018). Although estimated earnings are
more straightforward to calculate for online gig workers, compensation struc-
tures that are perceived as unfair may cause workers to leave the platform.

Despite that only 8% of former MLM participants said that they would be
interested in joining another MLM venture, nearly half report participating in
more than one MLM in the past. It is possible that they became repeat adopters
with the goal of making up for losses after the first failed MLM attempt, as pre-
dicted by the break-even effect (i.e., when individuals continue to participate
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in a risky endeavor that has delivered losses in prior periods in an effort to
reach the break-even point, as described by Thaler and Johnson (1990)).

We find a negative relationship between level of investment and reported
profits, such that spending between $1000 and $5000 on product inventory,
marketing, and training reduces the odds of making money relative to those
who invest less than $1000. Although the effect size is small, those who partic-
ipated in MLM in the more distant past also were more likely to report mak-
ing a profit. This could either suggest that they participated at a time when
the industry was more profitable for a typical distributor, or that the passing
of time led to an increasingly rosy recall of the experience (see Walker et al.,
2003).

Hours worked is positively associated with reporting a profit, but also with
feeling misled by the MLM company in the likelihood of achieving financial
success. This is a surprising relationship and suggests there is a mismatch
between distributor effort and outcomes. Future research should explore
whether a similar relationship exists with other forms of gig work, where
income earned tracks more closely with hours worked.

Males were more likely to feel misled than females, perhaps reflecting a gen-
der disparity in expectations about income potential based on earnings from
prior work experiences or gendered assumptions about typical male versus
female earnings. As expected, investing more, not making a profit, and believ-
ing that MLM had a negative impact on relationships with friends and family
are positively associated with feeling misled.

Evidence from legal settlements suggests that workers in the platform-
mediated gig economy have also been misled by the companies that hire
them. For example, a recent statement from the Federal Trade Commission
(FTC, 2021) alleges that Amazon misled delivery drivers by promising that
they could keep 100% of their tips from customers, but then later kept 30%
of those tips, using them to subsidize driver pay. This indicates that mis-
representations of pay are present in other gig industries. More research is
needed to determine how workers’ perceptions of misrepresentations around
pay affect job satisfaction and turnover.

Limited research has investigated the impact of gig work on relationships
with friends and family, although numerous scholars point to the absence
of clear work-life boundaries in online gig work that is harmful to families
(Grahametal,, 2017). Lehdonvirta (2018) interviewed MTurk workers who shared
that family members were unsupportive of the work due to the low pay and
how much it monopolized their time. In the present study, we found that MLM
participants who invested more money and who had a shorter tenure in their
first MLM enterprise are more likely to report that participation had a negative
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impact on their social relationships. While it is unknown whether respondents
actively tried to recruit their close friends and family members, results suggest
that high up-front investment costs could cause social network members to
balk at the prospect of spending so much to become distributors themselves
and subsequently distance themselves from the recruiter. Relationship discord
could also arise when social network members express concern about how
much their friend or relative has spent on growing their independent business.
Either of these factors could cause a distributor to be more likely to quit before
a year. Pratt (2000) found that some MLM distributors hid their MLM affiliation
from friends and family given the negative reputation of the industry while
others feared alienating people if they were perceived as using relationships
to make a profit. Pratt also found that some distributors distanced themselves
from friends and family who rejected a recruitment appeal, viewing them as
disloyal or oppositional. Those who actively distanced themselves from friends
or family often identified more closely with the other participants of the MLM
firm, treating the company and its members as their primary social network.
While our survey identified correlates of negative social impacts, it did not
allow for further investigation of specific reasons for those impacts.

Long-term financial outcomes should be interpreted with caution given that
the majority of MLM distributors are reporting on an experience that occurred
long ago. Persistence in the first MLM and reporting a profit is negatively asso-
ciated with later bankruptcy and current financial fragility. This again could
indicate survivor bias such that only successful participants persevered and
were able to achieve some lasting level of financial security. Survivor bias is
indicated in research on platform-mediated gig work as well. Zwick and Spicer
(2019) interviewed Uber drivers who were only eligible to participate if they
were active. Because those who were unhappy with the platform were more
likely to have left Uber, the remaining eligible participants were likely to report
higher work satisfaction.

5.2 Limitations

This survey took the approach of asking people to report on their first experi-
ence participating in an MLM distributorship. While this captures experiences
and perspectives directly from the gig workers, it requires recall and, in some
cases, reflects outcomes and experiences for the MLM industry of the past (e.g.,
in the late 1990s), which may or may not reflect worker experiences and out-
comes in the present MLM landscape. Significant changes in social media, tech-
nology, and remote work have occurred since the MLM industry emerged and
since 2017 when data were collected. Future surveys should ask participants to
restrict reporting to MLM distributorships within the past few years to reduce
the need to rely on recall of distant work experiences and to provide a more
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contemporary comparison with the modern gig economy and other forms of
labor. Challenges with recall may be a particular concern for estimating profits
and expenses. Among Amway distributors, Pratt (2000) found that while there
was frequent discussion of profit, few distributors could estimate their profit
or agree upon a method by which to calculate their financial returns. However,
a more objective measure of profit that was calculated using tax return data
from 192 Amway distributors corroborates self-report findings in this study. An
affidavit from the case of Amway v. Wisconsin in 1983 shows that the average
distributor had a net loss of $918 in 1979/1980, and only 19% made a profit of
$4000 or more per year. For 23% of these distributors, tax records showed low
profits between $o and 3999 (Juth-Gavasso, 1985).

Within our survey, nearly 17% of respondents did not remember what they
spent, even after being prompted to select an approximate amount from an
ordered list of broad investment ranges. Inability to recall expenses impacts
the reliability of profit estimates, as participants may be more likely to remem-
ber their gross earnings and discount or disregard their expenses (Liu, 2018;
Pratt, 2000). In general, it is more likely that participants overestimated profits,
so results may undercount the extent to which people lost money or broke
even.

Beyond issues of recall and the time since the first MLM experience, this
research is subject to potential biases associated with self-reported data. As
described by Pratt (2000), MLM participants may engage in sensemaking,
ascribing meaning to the experience, which informs memories of their engage-
ment. This may be especially pronounced in MLM gigs where distributors are
actively “socialized” to adopt the mission of the organization as their own
(Pratt, 2000). If MLM participants were successfully socialized into the organ-
ization, recall may be biased in favor of the firm. On the other hand, exposure
to negative media attention or discussions of regulatory issues in the industry
could bias recall in the opposite direction. Future research—especially studies
conducted during or immediately after participation—could attempt to refine
definitions of outcome variables to create less room for bias or differences in
interpretation. These issues are not unique to retrospective MLM gig research,
as we see other gig studies confront similar challenges in accurately assessing
financial or other outcomes for participants (Bernhardt and Thomason, 2017).

6 Conclusion
Overall, these survey findings suggest that MLM work, like other gig work, is
common in the U.S,, that this work is primarily motivated by the desire to

earn income, and that the majority of MLM gig workers fail to realize positive
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cumulative profit from their MLM engagement. Some reported feeling misled
or negative impacts on social relationships while others reported profit and
positive impacts on relationships. While MLM participants are more likely than
others to respond favorably to MLM recruitment messages and have higher lev-
els of entrepreneurial orientation and reward responsiveness, retrospectively
few indicate that they would join the same or another MLM venture again.

Findings from this study provide additional commentary on the gig econ-
omy debate by highlighting the poor financial outcomes experienced by most
workers who participate in MLM. Although MLM substantively differs from
other sectors in the gig economy, including that MLM workers are not subject
to algorithmic controls and the same level of surveillance, the MLM industry’s
treatment of distributors can be critiqued along many of the same lines. For
example, MLM work presents many of the same potential risks and rewards as
other forms of gig work—low barrier to entry, flexible schedule and autonomy,
but also a lack of worker protections and access to benefits. MLM introduces
additional risks—including the possibility of negative financial returns—that
are more unique to the direct selling industry. Losses can also go beyond finan-
cial to include negative impacts to social relationships.

This research demonstrates that, for most MLM gig workers, there is a gap
between aspirations and realized outcomes, not merely in terms of the size of
financial returns but in the ability to reach positive profitability at all. In an
address at the Direct Selling Association Legal and Regulatory Summit (FTC
2020c¢), FTC Commissioner Phillips noted that MLM firms “can give consumers
the opportunity to try to supplement their income” but must “tell the truth”
by providing information on “what the typical distributor earns, which should
factor in expenses.” The Commissioner’s comments highlight the importance
of transparency and proper representation of MLM gigs. The need for greater
transparency and fair labor standards extends to all forms of gig work. More
objective data on the motivations and realized outcomes of gig workers can
help inform policy and entry and exit decisions for workers.
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