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This article draws on UK data obtained from a useable sample of 673
‘independent contractors’ active in the field of direct sales franchising. This is
a low-cost, low-entry barrier business opportunity, which, at any one time,
facilitates 500,000 individuals in the UK, mostly women, experiencing self-
employment without employees. Furthermore, whilst direct sales franchises
claim to be the world’s largest single provider of part-time, self-employment
opportunities, most of the related trading is conducted in the informal
economy and is not recorded in official self-employment statistics. The
article presents a 2x2, product/service, home-based/external premises,
franchise typology by way of background to the principal focus of the article,
which is the direct sales segment of the typology. Additionally, this discussion
is conducted against the backdrop of the UK’s growth in the numbers of self-
employed without employees. In the case of direct selling, we are looking not
only at micro-business activities devoid of employees, but also at a sector
which operates largely on the basis of part-time economic activities and
which manifests attrition rates of around 100 percent annually. Finally, a
direct seller typology is presented involving three distinct types: ‘refugees’,
‘trade-offs’ and ‘opportunists’.

KEYWORDS: direct selling; entrepreneur; franchise; franchising; mim; multi-level
self-employment

Introduction

In the final two decades of the 20th century, in sharp contrast to earlier trends
and predictions, self-employment grew faster than civilian employment in
most OECD (Organisation for Economic Co-operation and Development )
economies (Meager et al., 1992; OECD, 2000; Small Business Research Trust,
1998). The notion of the small business as an economic dinosaur — a hangover
from an earlier and less developed stage of economic development — was empiri-
cally challenged. But so, also, was another notion common to the literature on
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enterprise development — that of small business growth. Many writers in this area
had constructed models of growth that assumed implicitly that micro small busi-
nesses were simply at an early stage of economic and organizational develop-
ment, after which processes of growth and organizational maturity would
inevitably follow (Stanworth and Curran, 1986). What these models fail to
explore, however, is the relative rarity of the processes they seek to explain. For
instance, most small businesses simply do not take on employees but remain
‘own-account’ single individual businesses throughout their entire existence.
When writers and researchers talk in terms of the small business/large business
continuum, they are exercising an analytical construct suited to the understand-
ing of patterns of organizational and human dynamics of businesses with employ-
ees. There appears to have been little, if any, room here for the small business
without employees.

The Growth of Self-Employment without Employees

Figures 1 and 2 present data on a range of OECD economies for the adjacent
periods 1983-90 and 1990-97. During both periods, the position of the UK was
quite exceptional compared to most other OECD countries. The situation
depicted in Figure 1 reflects the halcyon days of the Thatcher period with its goals
of ‘rolling back the state’, privatization and the establishment of an ‘enterprise
culture’. In all of these missions, the small business was a centre-stage, key icon.

The periods in question witnessed not only a transfer of public assets into
private hands, but also a drive towards ‘down-sizing’, ‘externalizing’, ‘sub-
contracting’ and ‘spin-offs’. This process ‘freed up’ many individuals from ‘depen-
dence’ on large corporate organizations and the state and channelled their efforts
towards ‘self-sufficiency’ via self-employment. We can see from Figure 2 that,
after the massive surge in self-employment during the 1980s, the situation had
stabilized during the 1990s. The common element between these periods was a
strong growth in the proportion of small businesses without employees.

The source of these one-person-businesses appears to have been attracting
increased attention recently (Burchell, Deakin and Honey, 1999). One fashion-
able hypothesis might be that they are located firmly in areas of the burgeoning
‘new economy’, using high technology (Stanworth, 1998), teleworking from
home, formulating virtual businesses configurations and pushing forward the
outer reaches of dot.com distribution. In reality, however, what appears more
likely is that the bulk of the growth here is explained by continuity with the past
rather than departure from it:

... several countries, at different times, have seen growing numbers of self-employed
people who work for just one company, and whose self-employment status may be little
more than a device to reduce total taxes paid by the firms and the workers concerned.
(OECD, 2000: 155)

Recent economic restructuring has resulted in many businesses reformulat-
ing themselves around their ‘core’ activities whilst sub-contracting and out-
sourcing to small businesses many of the jobs previously undertaken in-house.
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Figure 1. Changes in Self-employment and in the Proportion of the Self-employed who
were Employers — 1983-90

On occasions, it appears likely that single changes in employment patterns
will be measured twice. For instance, downsizing in the UK publishing industry
among literary staff during the 1980s and 1990s resulted in officially recorded ‘job
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losses’ by publishing houses as a direct result of ‘downsizing’ and, at the same
time, ‘job creation’ in the form of new firm formations when many of those dis-
placed continued working from home as self-employed freelance ‘teleworkers’
undertaking the same work and often for the same client or client group as pre-
viously (Granger, Stanworth and Stanworth, 1995; Stanworth and Stanworth,
1997).

In the construction industry, the largest single sector associated with self-
employment in the UK, Druker has identified widespread use of the self-
employed, not only for direct subcontract work but also for jobs that, for the most
part, would normally be recognized as imparting employee status. On occasions,
these were ‘core’ as well as ‘peripheral’ jobs:

Many of those working in the construction industry who are called ‘self-employed’ are
employees in all but name. Some of them have worked continuously for the same firm
over several years and are in effect ‘in-house’ self-employed. Others have less regular
and more casual work. In both cases they are quasi-employees, with little of the auton-
omy in the workplace which characterises those who are genuinely self-employed.
(Druker, 1996: 2)

During the mid-to-late 1980s in the UK, around 8,000 milkmen delivering milk
door-to-door were converted to franchisees, continuing their previous work but
on a self-employed basis, with their previous employer acting as franchisor. This
conversion took place in the face of falling door-to-door milk delivery sales while
the dairies achieved expansion through another channel of distribution — super-
markets.

This kind of restructuring would appear to explain much of the high level and
growth in self-employment without employees, as roles have emerged containing
elements traditionally associated with different employment situations:

... the distinction between self-employment and wage employment may have weak-
ened, as suggested by the growth of certain forms of employment, such as franchising,
which have features of both forms of employment. (emphasis added; OECD, 2000:
155)

The pioneering Bolton Committee researchers in the late 1960s in the UK were
attracted to the idea of classifying the role of small firms according to the type of
market they serve (Bolton, 1971: 31-32). They located small firms along a typol-
ogy formulated in terms of their relationships with large firms. ‘Marketeers’, they
saw as firms that actually competed in the same or similar markets as large firms
(examples given were computer software companies, fashion merchandise manu-
facturers and restaurants). ‘Specialists’ were those small firms that carried out
functions which large firms did not find it economical to perform, although large
firms may feature as customers (examples were repair and maintenance in the
building industry, jobbing engineering and specialized retail outlets such as book-
shops).

Lastly, and crucially from the viewpoint of the current discussion, are those
small firms performing the role of ‘Satellites’. Here, small firms are highly depen-
dent upon a single larger business for the majority of their trade. The degree of
dependence may be even greater if the large customer actually designs the
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product or service and merely sub-contracts its manufacture or supply. Fran-
chisees, including direct selling ‘independent contractors’, would appear to fall
under this category since they, in effect, are sub-contracted to undertake the sale
and distribution of a pre-defined and branded product/service in a given local
setting.

A Franchise Typology

Franchising has been defined (Stanworth and Curran, 1999) as:

A business form essentially consisting of an organisation (the franchisor) with a market-
tested business package centred on a product or service, entering into a continuing con-
tractual relationship with franchisees, typically self-financed and independently
owner-managed small firms, operating under the franchisor’s trade name to produce
and/or market goods and services specified by the franchisor. (p. 326)

Figure 3 demonstrates a franchise typology developed by the current authors
based on a 2 X 2 matrix contrasting premises-based/home-based operations and
product/service franchises.

Although direct selling has previously been, on occasions, conceptualized as a
form of ‘mini-franchising’ or ‘popular franchising’, it has not been previously con-
ceptualized in its current form. It occupies the non-premises-based/product fran-
chise segment of Figure 3. Categories contained within this heuristic paradigm
are not necessarily watertight. For instance, ‘job franchises’ and ‘business format
franchises’ could sometimes be conceptualized as ‘product’ as well as ‘service’
franchises.

As examples, doorstep delivered milk, fast food and hamburgers are not just
‘pure’ services in the sense that certain personal or informational services are —
they each also involve an element of product transaction. However, in the case

Service Franchises

Job Franchises Business Format Franchising
e.g., domestic milk delivery e.g., fast food and business services
Home-based, Premises-based,
self-employed without employees self-employed with employees,
or corporates
Direct Selling Product Franchises
(Mini-Franchises) e.g., Avon, e.g., petroleum and soft drink bottlers

Amway, Mary Kay Cosmetics
and Tupperware

Product Franchises
Figure 3. A Franchise Typology
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of milk delivery franchises, the essential service takes the form of the home deliv-
ery and, in the case of the fast food business format franchise, the service is mani-
fest in the form of ingredient procurement and food preparation culminating in
the delivery at point-of-sale of a totally prepared meal.

Franchising has been the subject of fairly considerable analysis in recent years
in an attempt to explore its hybrid nature. It has been described as ‘self-employ-
ment’, ‘employment under another name’, ‘quasi self-employment’, ‘sheltered
self-employment’ and ‘controlled self-employment’ (Felstead, 1991, 1993; Stan-
worth, 1995; Stanworth et al., 1996). Research has identified certainly some
elements of self-employment associated with the role of franchisee — for instance
the employment and management of staff where appropriate, local marketing,
invoicing and service delivery. Against that, the franchisor maintains control of
branding, national-level marketing, product supplies and service development.
The operational independence enjoyed by the franchisee on a day-to-day basis,
however, can be quite considerable. Indeed, the franchisee often undertakes tasks
that the franchisor simply would be unwilling or unable to do. Some franchisees
actually take on employees whilst others remain self-employed without employ-
ees. The occupational ‘identity’ of the franchisee straddles the territory between
that occupied by the conventional independent small business person and the
conventional employee, and has been traditionally regarded as a ‘sheltered’ form
of self-employment.

However, current levels of franchisee independence may well be shifting as
franchise companies move away from full ‘business format franchising’, whereby
‘cloned’ franchisee-owned and operated units perform almost all of the essential
functions of a smaller business, towards a simpler ‘customer service format’. Here,
traditional small business functions such as sales, invoicing, debt collection and
quality control are being drawn back into a more traditional hierarchical configu-
ration, leaving the franchisee to concentrate simply on customer service delivery.

In the words of the UK Chief Executive of Jani-King (a large, globally located
contract cleaning franchise, whose head office is in the USA):

Starting a business is usually a multi-task situation with the business owner having to
do everything — learning the operational aspects of the business, getting known in the
locality, outwitting competition, identifying markets, selling to those markets, creating
and chasing invoices — and then finding time to do the work itself. We know that’s too
much . . . so we give our franchisees the best possible launch into their own business by
taking most of those tasks away from them . . . that way they only have to deliver top
quality cleaning. (Franchise Magazine, 1997: 7)

This attributed extract from a franchisee recruitment ‘advertorial’ illustrates
that the language of enterprise is retained (via use of terms such as ‘starting a
business’, ‘own business’ and ‘front-end investment fee’) yet the role of the small
business owner-manager franchisee, it appears, is reduced to that essentially of
contract labour, buying a customer order book from the franchisor and perform-
ing work on a subcontract basis.

Franchising firms such as Dyno-Rod are, in a similar way, increasingly inter-
nalizing their sales functions via the use of call-centres and computer-based
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communications techniques. Central invoicing then becomes increasingly poss-
ible and likely. The Freedom Maintenance Franchise Group was set up in 1996
in a management buy-out when Yorkshire Electricity was privatized. Its main-
tenance craft workforce were invited to invest their redundancy pay in becom-
ing franchisees undertaking the same work as previously for the management
buy-out team who became their franchisors, providing work for their former
employees but now in exchange for a 10 percent franchise royalty fee. Here, the
franchisees, through the franchisor’s call-centre coordinating operation and cen-
tralized invoicing system, work as directed and receive a cheque (minus royalty)
at the end of each month direct from their franchise, dependent on the number
of jobs undertaken during that period. In the words of the franchisor:

The customer - the electricity utility — wins as it can now focus on its core business yet
retain the skills of its former workforce and make considerable savings . . . the indi-
vidual staff win by being able to continue doing the work they were doing before, but
with the added bonus of being given the opportunity to own their own business. (Stan-
worth and Purdy, 1998: 24-25)

This trend appears to be shifting the balance of control and dependence
between the franchisor and the franchisee, as a relationship of strategic alliance
moves closer towards one resembling a captive subcontract or agency arrange-
ment. Franchising, nonetheless, continues to be strongly promoted as an oppor-
tunity to ‘be your own boss’.

Direct Selling Mini-Franchises

Around 100 direct selling companies operating in the UK distribute their prod-
ucts by means of personal network marketing. The sector has been very much
dominated by cosmetics, cleaning products and kitchenware companies and
includes names such as Avon Cosmetics, Amway, Mary Kay Cosmetics, Tupper-
ware, Ann Summers, Betterware, and Kleeneze.

Predominantly American controlled, these direct sales companies (sometimes
referred to as personal network marketing companies) have on their books self-
employed ‘independent contractors’ who undertake the selling function, typically
on a part-time basis. On a worldwide basis, it is estimated that around 37m indi-
viduals are involved in direct selling (World Federation of Direct Selling Associ-
ations, 2001) producing around US$85bn in annual sales revenue. Aggregated
figures for France, Germany, Italy, Spain, Sweden and the UK suggest that, in 1998,
sales through the direct selling sector amounted to 10.8bn euro achieved through
1.5m people. Within the UK alone, 500,000 self-employed ‘independent contrac-
tors’ produced £1.3bn sales turnover in 1999 (Direct Selling Association, 2000).

The Direct Selling Association (DSA) has defined direct selling as,

The obtaining of orders and the supply of consumer goods to private individuals away
from normal retail premises, usually in their homes, or place of work, in transactions
initiated by a salesperson. (Berry, 1997: xxi)

This definition stresses the element of ‘personal network’ marketing and distin-
guishes it from ‘direct marketing’ where the initiation, at least, of the transaction
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is by use of some form of media, for example, mail-order catalogues, mail shots,
advertisements, television, electronic and telemarketing, rather than by a person.

Direct selling’s ‘independent contractors’ are, for the most part, women with
dependent children, working part-time. Despite their numbers, little or no
previous research has been conducted into this sizeable army of nominally self-
employed individuals. Though often referred to by the direct selling companies
themselves as ‘salesforce’, their legal status is self-employed and their income
based totally on sales commissions for the branded goods sold for the companies
with which they are associated. A direct selling format may be organized in one
of two ways, which reflects the remuneration plan available to the independent
contractors. A company operating a single-level (SL) format requires its con-
tractors to sell products on a person-to-person basis (perhaps to work colleagues
from a catalogue), or through ‘party plan’. Here, the independent contractor
encourages and rewards others to invite their friends to social gatherings in their
homes at which the independent contractor sells the products. Either way, the
independent contractor harnesses their personal contact networks with the objec-
tive of achieving orders for branded goods. By way of contrast, a multi-level (ML)
format may involve direct sales but also involves the recruitment and training of
a hierarchical system of subordinate contractors.

The major differences between conventional franchising and direct selling
emerge in the sheer scale of the contrasting formats and the low barriers to entry.
For instance, conventional business format franchising seldom involves initial
investments of less than £20,000 (British Franchise Association, 2000) and typi-
cally involves the establishment of a separate self-employed legal entity, the
leasing or purchase of separate premises, usually involves hired help and is
usually operated on a full-time basis by a typically male franchisee to the
expressed exclusion of all other forms of economic activity. Direct selling mini-
franchises in comparison, are typically operated by women on a part-time basis,
without paid assistance. A minimum of capital outlay or legal process is involved,
making for very low barriers to entry. There is some overlap here since certain
conventional business format franchises may operate (certainly in their infancy)
without employees (for instance some ‘van’ franchises in fields such as carpet
cleaning). On the other hand, some direct selling independent contractors may
build up businesses of some size using the multi-level hierarchical format. Some
companies, for example, Body Shop and Phoenix Trading combine business
format franchising and direct selling activities, either as distinct entities or,
alternatively, in an integrated fashion involving the allocation of defined terri-
tories to franchisees for exploitation on a direct selling basis.

There are a number of reasons for the lack of previous research in the field of
direct selling (Peterson and Wotruba, 1996: 12-14). The major reason may be the
absence of any official data. This, in turn, links to the often itinerant nature of
direct selling given very high levels of ‘salesforce’ turnover (or churning) plus
only modest typical levels of income. Currently, most available statistics have
DSA origins. This is the sector trade association to which the majority of ethical
direct selling companies belong. One recent DSA publication (DSA, 2000) esti-
mates that the average annual sales of a direct seller in the UK are less than £3000
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per annum. Against that, among what the DSA terms ‘person-to-person full-time’
direct sellers (this category now includes the direct sale of gas and electricity
supplies) average annual sales exceed £60,000. Alongside data such as these
circulate publicity on highly successful ‘role model’ figures in the sector, who
sometimes earn very substantial sums annually, usually from involvement in
multi-level operations.

Returning to the mainstream debate being mounted in this article — that sur-
rounding the status of the self-employed without employees — the 500,000 ‘inde-
pendent contractors’ involved in direct selling are, for the most part because of
their low earnings, outside the tax net and do not exist for official statistical pur-
poses. Thus, Labour Force Survey (LFS) statistics, which already categorize
around 70 percent of small businesses as having zero employees, almost certainly
understate the true extent of the phenomenon. The LFS is a relatively blunt
instrument for picking up micro-scale, non-standard, economic activities (Fel-
stead et al., 2000). In the case of direct selling, we are looking not only at small
businesses without employees, but also at a sector which operates largely on the
basis of part-time economic activities and which manifests attrition rates
approaching 100 percent annually (Biggart, 1989: 208; Brodie and Stanworth,
1998; DSA, 2000: 12; Wotruba and Tyagi, 1991: 25).

Research Methodology

The methodology adopted in the current study combined the use of a large
sample mailed questionnaire with sub-sample in-depth interviews allied to an
element of longitudinal tracking. During 1997, a postal survey was undertaken
involving 4050 new independent contractors from 22 direct selling organizations
operating in the UK. This strategy yielded 722 responses, of which 673 (17%)
were useable for the analysis in this article. From the sample of 673, a smaller
sample of 82 was chosen on a stratified basis for in-depth interview and tracking
over the coming months. This sample contained approximately 20 selected indi-
viduals from each cell of a 2x2 matrix embracing gender (male/female) and oper-
ational format (single-level/multi-level) as variables. In addition to an initial,
face-to-face, in-depth, tape-recorded interview, each person in the sample was
telephoned subsequently at monthly intervals for a period of several months in
order to check whether or not they were still operating. The tracking terminated
after nine months when more than half of the single-level operators had ceased
operations compared to approximately one-quarter of multi-level operators.
The sample of 82 independent contractors involved in the in-depth study was
chosen on a ‘matched-pairs’ basis in order to yield a useful number in each cell.
To have recruited on a random basis among a totally representative sample of
independent contractors would have yielded a sample of, largely, female single
level operators since they are estimated to make up 60% of the entire population
of independent operators, compared with a figure of 5% for single-level male
operators, 20% for multi-level males and 15% for multi-level females. Thus, a
random sample of 82 operators would yield 49 single-level females and only 4
single-level males, for instance. The sampling frame adopted was designed to
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inform debates on all four different cells in the 2x2 matrix. However, it would, of
course, be necessary to weight the various cell results in order to arrive at a more
statistically representative data set.

Research Results

Looking first at data from the 673 mailed questionnaires (Table 1), a number of
points emerge. First, the single-level female group was the youngest of the 4
groupings with 41% aged less than 30 and only 15% aged 45 or over. A total of
71% were married or living with partners, while 68 % had dependent children and
63% were owner-occupiers. Respondents had typically been economically inac-
tive at the time of initial involvement in direct selling (67%) and 7 out of 10 sub-
sequently limited the time they devoted to direct selling to less than 10 hours each
week (Figure 4). Only 7% committed themselves to more than 30 hours weekly.
They were the most likely group (47%) to have an annual household income of
less than £14,000 and the least likely group (20%) to enjoy an annual household
income of more than £22,000 (Figure 5). Additionally, they were the least likely
group to claim prior involvement in any form of higher education (15%). Thus,
the picture to emerge here was one of a sample of women of modest education
and resources attempting to achieve an increase in their household income via
direct selling. Only 55% of this sample remained active after 9 months.

By way of contrast, the single-level male independent contractor sample dif-
fered radically from their single-level female counterparts in a number of ways.
They were older with only 28% aged under 30 years and 38% aged 45 or over (as
against 41% and 15% respectively). Just 58% were married or living as married
(the lowest figure for any of the 4 groupings) with only 33% having responsibility
for dependent children (again the lowest figure for any of the four groupings).
Just under half (46%) had been economically active at the time of entry into
direct selling — this figure was higher than that for their single-level female coun-
terparts (33%) but was low compared to both the male and female multi-level
direct selling groups (75% and 56% respectively).

The single-level males were the second poorest group after the single-level
female direct sellers, with 41% experiencing an annual household income below
£14,000 and just 38% having an annual household income in excess of £22,000
(compared with 47% and 20% respectively for their single-level female counter-
parts). Additionally, they were the second least likely group, again after their
single-level female counterparts, to claim prior involvement in higher education
with a figure of 36% (against 15%).

Thus, the picture to emerge here was of older males, often single, and somewhat
better educated, with modest household income levels and usually without depen-
dent children. Far and away the most outstanding characteristic of this grouping,
however, was the sheer scope of their involvement in direct selling. Few (15%) of
this group had committed less than 10 hours per week to their activity (all other
groups were above 60% here) and 56% claimed to have committed more than 30
hours per week, whilst none of the other three groups even broke double figures
here. Accordingly, 83% described direct selling as their primary work activity,
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which was again substantially in excess of the levels for the other three groupings.
Further, they were the least likely of all four groups to be simultaneously involved
in multiple direct-selling schemes at one time (6% as against 13-19% for the other
three groups), thus intensifying even further their commitment to, and dependence
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upon, a single chosen system. Here then was a grouping containing many indi-
viduals aspiring to make a living from direct selling, as opposed to merely incre-
mentally enhancing household incomes. This group subsequently experienced the
highest attrition (‘exit’) rate from direct selling of all the four groups. Only 45%
remained active after 9 months.

The discussion above demonstrates quite marked differences between male
and female single-level direct selling independent contractors. However, when we
turn to their multi-level counterparts, we see far greater homogeneity between
the respective male and female samples. The multi-level groups were both (male
and female) noticeably more prosperous and better educated than their single-
level counterparts though, in terms of their average weekly time commitment to
direct selling, they resembled the single-level female group with the majority
committing less than 10 hours per week.

However, in a multi-level format they could have others ‘working for them’ on
a hierarchical basis. Attrition rates among these samples over the nine-month
period during which they were tracked were around half those of their single-
level counterparts (only 21% and 24% for the multi-level groups compared with
55% and 45% for the single-level samples). Approaching half of each of the
multi-level groups claimed some prior involvement in higher education (49% for
males and 43% for females). Most had been economically active at the time of
entry into direct selling (75% for males and 56 % for females) and nearly half lived
in households with annual incomes in excess of £22,000 (46% for males and 48%
for females). All of these statistics were high when contrasted with those for their
single-level counterparts.

The comparative age profiles for the multi-level groups revealed a discernible
gender split just as had been the case for the single-level samples. However, these
differences were definitely more modest in scale than those revealed for the
single-level male samples, with females again proving generally younger than
their male counterparts. Both multi-level samples resembled the single-level
female grouping in terms of variables such as the proportions that were married
or living as married, owner-occupiers and/or having responsibility for dependent
children. On these dimensions, the single-level male group appeared markedly
different from all three other groups.

The In-Depth Tracking Study (n = 82)

In-depth, taped-recorded, face-to-face interviews, followed by regular monthly
contact by telephone, facilitated data collection on attrition rates among the strat-
ified sample of 82 contractors chosen for in-depth study. The total of 82 was made
up of approximately 20 individuals in each cell of a matrix embracing single-
/multi-level formats plus male/female gender samples. All 82 sample members
had previously completed mail questionnaires and thus appeared in the above
(n = 673) analysis. The tracking process ceased after nine months when the attri-
tion rates in 2 of the 4 cells approximated 50% (see Table 1). This was considered
an appropriate break-off point for an analysis and attempt at a comparison of
‘exits’ and ‘survivors’. One of the most dramatic correlates of ‘exiting’ rates was
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the direct selling format since each of the single-level format groups experienced
attrition rates of around 1-in-2 during this nine-month period, compared with
approximately 1-in-4 for both of the multi-level format samples. Another fairly
dramatic difference between ‘exits’ and ‘survivors’ appeared to be the intensity
of commitment to direct selling expressed in terms of weekly hours devoted to
the activity (see Table 2), in the case of single-level contractors, in particular the
male sample. The single-level male sample contained not only a high proportion
working long hours but also a high concentration of ‘exits’ among those working
very long hours. For instance, 44% of the ‘survivors’ among this group were
working less than 20 hours per week in their direct selling activity compared to
just 9% of ‘exits’ whilst 82% of ‘exits’ had worked more than 30 hours per week
compared with just 33% of ‘survivors’. Thus, the full-time participants who were
relying on direct selling for a living wage appeared to suffer heavy casualties. The
other high casualty rate grouping — the single-level females — showed only modest
links between hours worked and ‘survival’/‘exit’ rates.

The statistics in Table 2 suggest only modest differences in educational attain-
ment levels (as measured by claimed involvement in higher education) between
those who survived nine months in direct selling and those who exited. What
differences there were appeared most noticeably among the two male samples
here with the better educated being most likely to ‘exit’.

Table 2. Differences Between ‘Survivors’ (‘S’) and ‘Exits’ (‘E”) Among In-depth.
Interview, Longitudinal Sample (n = 82)

Muiti-Level Single-Level
Male Female Male Female
o e < E < E 5 £

n= (15 (@ (1 (5 (9 () (12) (10

Claimed previous involvementin  47% 75%  38% 40% 22%  36% 8% 10%
higher education

Proportion working:
less than 20 hours per week  100% 75% 81% 100% 44% 9% 83% 80%
20-30 hours per week 0% 25% 0% 0% 22% 9% 17% 0%
more than 30 hours per week 0% 0% 19% 0% 33% 8% 0% 20%

Proportion with annual
household incomes:

less than £14,000 27% 25% 13% 40% 56%  36% 33%  70%
£14,000-£21,999 20% 25% 38% 20% 1% 18% 58% 10%
£22,000 and more 53% 50% 50% 40% 33%  45% 17% 20%
Proportion married or living 80% 75% 88% 80% 44% 54% 100% 60%
as married
Proportion with prior direct 40% 25% 13% 60% 22% 9% 25% 10%

selling experience

* Percentages may not add up to exactly 100% because of rounding
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Looking at the influence of levels of household incomes on attrition rates, there
appeared to be at least some differences here. For instance, few female ‘survivors’
were located in households with annual incomes of less than £14,000, whereas
rather more ‘exits’ were located here, indicating that the poorest and probably
most needy did not survive very well here. This could possibly be because their
more modest household incomes restricted the extent of their social network
development suitable for exploitation in direct selling. Looking at individuals
with household incomes in excess of £22,000, there appeared to be no obvious
distinction between ‘survivors’ and ‘exits’.

When we looked at ‘exits’ and ‘survivors’, and linked these data to whether
or not respondents were married/living as married, aggregate statistics seemed
to indicate that the former (marrieds) were better ‘survivors’. However, closer
analysis indicated that, in three out of the four samples, this actually made little,
if any, difference. Only for single-level females did it appear relatively important.
In the case of the single-level female sample, the difference was very marked with
all of our female ‘survivors’ being married/living as married compared with just
60% of our non-married/living as married respondents. Thus, it appears among
this group of typically young women with children, that the support of a partner
was likely to be crucial.

A comparison of ‘survivors’ and ‘exits’ in terms of their respective levels of
previous direct selling experience showed the expected relationship. Those with
prior experience were somewhat less likely than their counterparts without such
claimed experience to ‘exit’.

An ‘Independent Contractor’ Typology

When we looked at our four groups of respondents, ages varied, as did marital
status, income, background education and prior employment. Obviously, there
were certain similarities between groups but there were also enough differences
to facilitate an attempt to develop an independent contractor typology. One fairly
clearly distinguishable type, very characteristic of the single-level male sample
was the ‘refugee’.

Refugees

‘Refugees’ most clearly characterize the case of labour market ‘push’ (Granger
et al., 1995) into direct selling. Here the involvement of the individual in the
economic activity concerned is most frequently one of stark ‘economic neces-
sity’.

The ‘single-level male’ sample were mostly likely to be economically inactive
(54%) on entry into direct selling even though most were at, or past, the mid-
career period in their life-cycles (38% aged 45 and over). They were a generally
low-income group (62% on household incomes of less than £22,000). Many
appeared to occupy positions marginal to the mainstream labour market and may
be regarded as ‘refugees’ from it. It was this that separated them out from the
other three groupings in our research as hopeful that direct selling would provide
a substitute for a full-time occupation, that is, a living wage.
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Typical quotations drawn from in-depth interviews with members of this group
were as follow:

After college I got into industry and was salaried. Then I was made redundant and for
5 years I was unemployed. I came across an advertisement in the local paper and . ..

I got made redundant as a bus inspector. I could have carried on as a driver but I
decided to take redundancy and look for something else.

I moved from London to get away from all the smoke and stress basically. I had been
a courier and had an accident which put me off the road. I was looking for a better life-
style.

1 was coming out of the army and this seemed like a good career with prospects.

I spent 14 years in the police force. You didn’t get praised for anything. The more work
you did the more mistakes you made and the more trouble you got into. I stayed
because it was a safe job but, once my marriage finished, which was due to the job really,
it gave me the chance to look around because I had less responsibilities.

The majority of people get involved because they think it is going to provide them with
a future — a secure future.

At the time, I was in a lot of financial trouble, out of work and with no prospects at all.

We needed to live basically . .. it’s a case of grabbing whatever was available at the
time.

In sharp contrast to their single-level female counterparts (see discussion
below) they were, characteristically, searching for a fundamental change in direc-
tion after a previous career had collapsed on them. Redundancy featured strongly
in their immediately recent career histories. Others cited critical events such as
the collapse of a marriage or a bad road accident, which again acted to intensify
pressures for a career change. Typically, direct selling became a full-time econ-
omic activity and, in effect, a commission-based sales job’. For most of those
involved, this attempt at career reorientation met with early failure since over
half (55%) had ceased activity within nine months.

The next type in our typology was ‘trade-offs’.

Trade-offs

‘Trade-offs’ covered those who adopted the economic activity in question in an
attempt to achieve a work-life balance of interests between economic and non-
economic objectives.

This type appears to best fit the ‘single-level females’ in our sample. The major-
ity here were home-based and married with young children. They were, for the
most part, sacrificing, or trading-off, an element of economic well-being (formal
employment) in order to focus on an area of non-economic social activity (usually
family building). For them, direct selling provided a bridge between the two and
a secondary income for the household. Much of the activity in this form of direct
selling can be done in the evenings and the administration completed from home.
Typical comments were:

68



Brodie et al.: Direct Sales Franchises in the UK

I had just had a baby and was looking for some part-time activity to tide me over until
I got back to proper work. It was basically just to earn a little bit of money and to get
away from the baby for an hour or two. I could pick my hours to suit the baby.

We had just moved into the area and it was a way of getting to know local people. I
would have done anything really — we were desperate for cash — I'd have licked stamps
to be honest with you.

I’m a housewife with children at school so I was looking for something that I could fit
around the children. I had my husband at home to look after the children when I went
out in the evenings. Just getting out of the house and meeting people was as important
as the money.

I wasn’t doing anything else. I needed the money . . . it gave me something to do.

I just wanted something to do. I was a mother and that is the end of it. I wasn’t too
bothered about the money.

I had worked at Asda for five years. I was on maternity leave with my son and fancied
a break from kids. Money wasn’t the main reason.

We needed the money with Christmas and birthdays coming up — I've got a lot of nieces
and nephews.

I was just a housewife. I was trying to find something that fitted in with my family. It
wasn’t a career move or anything like that.

Involvement in this type of direct selling, as illustrated both by the above quo-
tations and also the statistics in Table 1, is a type of work which can fit in with the
responsibilities of child-rearing. Young mothers, often aged under 30, expressed
desires for both interaction with other adults involving non-child related contexts
and, also, income generation. Occasionally, working individuals required extra
money simply for special events such as Christmas or holidays. Survival in this
role appeared quite critically dependent on partner support — few survived
without it. For this group, direct selling may complement other income gener-
ating activities of a flexible nature. Many of these - like direct selling — may prove
to be short-term in nature.

A further type in our typology was ‘Opportunists’.

Opportunists
‘Opportunists’ included those who most clearly fitted the case of labour market
‘pull’. The ideology of autonomy and entrepreneurship tended to be linked with
the expectation of financial gain by building direct selling into a multi-level busi-
ness. This grouping was most closely characterized by the ‘multi-level’ direct
selling groups, both ‘male and female’.

Typical quotations drawn from these groups were:

I have various little jobs but this (direct selling scheme) is the one I want to make my
only source of income. Having my own business, working my own hours, helping my
team grow . . . it’s all down to me. (Female)

Well I didn’t expect to make a lot then this chap showed me his commission for just
one month . . . (Male)
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I work full-time in the City and I used to look after pop stars. I love meeting people
and I loved the product (jewellery). It’s got everything I love wrapped up in one little
business opportunity. (Female)

I was a consultant in the chemical engineering field. I had a couple of projects already
lined up so that I can survive a year with nothing coming in from direct selling. (Male)

I had met people who had got involved in this company and they are actually earning
fairly substantial amounts of money now but they don’t have children and can go out
selling all day long. I have kids and won’t be able to do it every day. (Female)

I was expecting £1,000-£2,000 per month — they said you might even make £10,000 per
month. (Male)

My father was a Supreme Court judge. He said: ‘That (direct selling)’s pyramid selling
—it’s illegal’. People don’t understand that everything is a pyramid. Schools are pyra-
mids with the headmaster at the apex. I love going round selling — I interact with titled
people (some of whom are personal friends of mine) and also recent refugees. (Female)

I realise that many people have devoted their whole lives to direct selling and have
given up important positions because they see this has much more potential for them.
(Male)

Because you hear of the few people at the top that make the money, that’s your expec-
tation really. I know what to expect. They don’t promise anything big over a short
period of time. (Female)

My family responsibilities are all over — my children have all got degrees and I want a
challenge. Leaving aside the issue of financial gain, I wanted to be successful. (Male)

An event was organized at my place of work and I fell in love with the products. It’s
just gone on from there . . . (Female)

I’m a chartered accountant by profession but hated all the red tape and wanted to get
out. I knew I would need money and thought direct selling could deliver that. (Male)

The picture that emerged here was of generally quite successful, well-educated,
men and women wishing to boost their incomes on a long-term basis. The oppor-
tunity existed to build a business venture, involving others, in a hierarchically-
styled operation, which would use their managerial skills in, first, its creation, and
subsequently its administration. Alternatively, individuals could simply limit the
scope of their involvement to themselves alone, sometimes just as a mere consumer
of the product involved where products such as cosmetics and jewellery were con-
cerned. The multi-level male sample appeared to have generally more substantial
economic roots than their female counterparts as illustrated by higher age levels,
experience of higher education and economic activity levels. However, the differ-
ences were modest and the spread of household incomes almost identical.

Discussion and Conclusion

Direct selling is a low cost, low entry-barrier, business opportunity that allows
individuals, mostly women, to work a flexible range of hours selling branded
goods for commission. They are nominally self-employed without employees and
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operate, for the most part, in the informal economy. The benefits of the direct
selling format to the brand-name direct selling companies are formidable. An
army of individuals operating without special premises, open up local personal-
ized markets and friendship circles without incurring corporate advertising costs.
No territorial exclusivity is granted to inhibit direct competition between inde-
pendent contractors selling the same-brand products. The independent contrac-
tors not only make sales but are also responsible for the resulting administration.
All of the costs and risks conventionally associated with direct employment are
borne by the independent contractor rather than the brand-name direct selling
company.

In the context of the central issue underlying this article — the self-employed
without employees and their inclusion in official small business statistics — it is
perhaps ironical that the business form which claims to be the single largest
creator of own-account self-employment worldwide does not even appear in
these statistics. Whilst direct selling is not a major economic institution in the UK,
or most other economies for that matter, its importance cannot be overlooked as
a form of, at least, ‘incubator’ entrepreneurship. Many of the leading companies
involved are household names and the sheer numbers of people involved at any
one time leave large numbers touched by its influence.

The research reported here demonstrated that different types of direct sales
format attract different types of people with different types of motivation.
However, the fact that two-thirds (mostly women) of all direct selling ‘indepen-
dent contractors’ operate single-level format systems and that, on our assessment
(which agrees with industry estimates), most ‘exit’ activities within a year of start-
ing indicates that this activity fails to provide the opportunity for substantial
income generation on any scale.

Although the sample strategy for the research reported in this article was based
upon a four-cell approach, interestingly, it was found that the two single-level
samples differed most, whilst their counterparts, the two multi-level samples,
were remarkably similar. Whilst the latter were largely middle class approaching
direct selling in a very business-like manner and often expecting to build some-
thing approximating to conventional notions of a small business, the former
samples had very varying expectations. Here (in the case of the single-level
groups) we saw the female sample adopting a short-hours approach, often
working under 10 hours a week. The male sample, by way of contrast, often
worked their direct selling activity on a full-time basis and hoped to make a living
at it. Among both of the latter groups, ‘exit’ rates were very high, approximating
50% in a nine-month period.

The problems of assessing the independence of franchise-styled small business
opportunities are even more difficult to resolve than those connected with the
conventional small business. Mainly, the additional problems arise here because
of the close links between the ‘contracted’ direct sales franchise individuals and
another, usually vastly larger business, the direct selling franchisor. Most of the
literature on direct selling regards it simply as a sales strategy, largely avoiding
any consideration of the independence issue — a defining parameter in much of
the traditional small business literature. It could be argued that the franchise-style
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enterprise, of which direct selling is a hybrid, is, in reality, a managed outlet
featuring in the larger sales and marketing plans of another truly independent
business — that of the franchisor. This distribution strategy has certain advantages
for the larger enterprise, but just because the ‘independent contractor’ has a stake
in the business dressed up in the language of entrepreneurship is no reason to
confuse this kind of business with a genuinely independent small business. The
language of independence and entrepreneurship, it might be argued, is being used
simply to tempt people into committing their efforts and resources since it
exploits the cultural approval given to economic independence in capitalist
society. Thereafter, the illusion of independence is maintained because it con-
tinues to service both parties’ interests. This is not to say that the arrangement
cannot, on occasions, be highly beneficial to both parties, but illusion should not
be substituted for reality in a rigorous analysis of the status of franchise-style
small business.
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Franchises de ventes directes au Royaume-Uni
Une zone d’incertitude dans le travail indépendant — Stewart Brodie, John
Stanworth et Thomas Wotruba

Cet article s’appuie sur des données britanniques issues d’un échantillon utilisable de 673
‘entrepreneurs indépendants’ actifs dans le domaine du franchisage de ventes directes. Il
s’agit d’une opportunité commerciale 2 faible colt, comportant peu d’obstacles, qui, a tout
moment donné, permet a 500 000 individus au Royaume-Uni, des femmes, pour la plupart,
de travailler a leur compte sans employés. Par ailleurs, bien que les franchises de ventes
directes prétendent étre le plus grand fournisseur unique mondial d’opportunités de
travail indépendant 4 temps partiel, la plupart du commerce connexe se fait dans I’é-
conomie informelle et n’est pas enregistré dans les statistiques officielles du travail
indépendant. L’article présente une typologie de franchise 2 X 2, produit/service, a domi-
cile/locaux extérieurs a titre de contexte pour le principal centre d’intérét de Iarticle, a
savoir le segment de ventes directes de la typologie. De plus, cette discussion est menée
sur la toile de fond de 'augmentation du nombre de travailleurs indépendants sans
employés du Royaume-Uni. Dans le cas de la vente directe, nous considérons non seule-
ment les activités des micro-entreprises sans employés, mais aussi un secteur qui fonc-
tionne en grande partie sur les bases d’activités économiques a temps partiel et qui
présente des taux d’usure annuels de 100% environ. Pour terminer, une typologie de
vendeur direct est présentée comprenant trois types distincts: ‘les réfugiés’, ‘les
échangeurs’ et les ‘opportunistes’.

Mots clés: vente directe; entrepreneur; franchise; franchisage; ‘mim’; travail indépendant
multiniveaux

Franquicias de ventas directas en el RU
Una zona gris del autoempleo — Stewart Brodie, John Stanworth y Thomas
Wotruba

Este articulo se basa en datos britdnicos obtenidos de una muestra utilizable de 673 ‘con-
tratistas independientes’ activos en el campo de la concesién de franquicias de ventas
directas. Esta es una oportunidad comercial de barrera franqueable y bajo coste, que les
ofrece a 500.000 personas en el RU, en su mayor parte mujeres, la posibilidad de trabajar
por cuenta propia sin empleados. Por otra parte, aunque se sostiene que las franquicias de
ventas directas son los principales proveedores mundiales de oportunidades de trabajo por
cuenta propia en jornada parcial, la mayor parte de las actividades comerciales se realiza
en la economia no oficial y no se registra en las estadisticas de autoempleo oficiales. El
articulo presenta una topologia de franquicia 2 X 2 de producto/servicio, en casa/en local
externo como marco de referencia del enfoque principal del articulo, que es el segmento
de ventas directas de la tipologia. Ademads, este argumento se expone contra el telén de
fondo del aumento en el RU del nimero de trabajadores por cuenta propia sin emplea-
dos. En el caso de las ventas directas no sdlo se consideran las actividades microem-
prasariales sin empleados, sino que también un sector que opera principalmente sobre la
base de las actividades econdmicas del trabajo en jornada parcial y que manifiesta una tasa
de bajas vegetativas de un 100% anual. Por dltimo, se presenta una tipologia de vende-
dores directos que se clasifican en tres tipos distintos: ‘refugiados’, ‘concesionarios mutuos’
y ‘oportunistas’.

Palabras clave: ventas directas; empresario; franquicia; concesion de franquicia; auto-
empleo de niveles miiltiples
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Direktverkaufs-Franchisen im Vereinigten Konigreich
Ein Graubezirk der Selbststindigkeit — Stewart Brodie, John Stanworth und
Thomas Wotruba

Dieser Artikel beruht auf Daten aus dem Vereinigten Konigreich, die aus einer brauch-
baren Auswahl von 673 ‘freien Auftragnehmern’ stammen, welche auf dem Gebiet des
Direktverkaufs-Franchising titig sind. Dies ist eine Moglichkeit, ein Geschift auszuiiben,
die niedrige Kosten verursacht und leicht zugénglich ist und die es in jedem Zeitpunkt
500.000 Personen im Vereinigten Konigreich — zumeist Frauen - erleichtert, Erfahrungen
mit der Selbststdndigkeit ohne Arbeitnehmer zu sammeln. Wéahrend zudem Direkt-
verkaufs-Franchisen fiir sich in Anspruch nehmen, sie seien der weltgrofite Anbieter selb-
ststindiger Teilzeitarbeit, lduft der grofite Teil der entsprechenden Geschifte in der
Schattenwirtschaft ab und erscheint nicht in der offiziellen Statistik iiber Selbststiandigkeit.
Der Artikel stellt eine 2 X 2-Franchise-Typologie, aufgegliedert nach Produkt/
Dienstleistung, Raumlichkeiten extern/in der Wohnung, als Hintergrund fiir den
Schwerpunkt des Artikels, das Direktverkaufs-Segment der Typologie, vor. Aulerdem
wird diese Diskussion angesichts des Riickgangs der Zahl der Selbststindigen ohne
Arbeitnehmer im Vereinigten Konigreich gefiihrt. Beim Direktverkauf sehen wir uns nicht
nur die Aktivititen der Mikrogeschifte ohne Arbeitnehmer an sondern auch einen Sektor,
der weitgehend auf der Grundlage der Teilzeit wirtschaftlich titig ist und der jahrlich einen
natiirlichen Arbeitskrifteabgang von ca. 100 Prozent aufweist. SchlieBlich wird noch eine
Typologie der Direktverkdufer mit den drei unterschiedlichen Typen angeboten:
‘Fliichtlinge’, “Tauschhéndler’ und ‘Opportunisten’.

Schlagworter: Direktverkauf, — Unternehmer,  Franchise, Franchising, indirekte
Selbststindigkeit
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