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The Socio-Economic Implication of Network Marketing In Addis Ababa : 

The Case of Gold Quest Internation al 

Abstract 

The purpose of this study is to asses the general socia-economic implication of nelwork 

marketing in Addis Ababa. Due to the youngness of the industry in the country, hardly 

any studies have been made on this area; therefore, this study was initialed 10 fill Ihe 

knowledge gap that exisls in this particular area and il was conelucled by taking Ihe 

sample participants of Gold Quest International (GQI). This company is one of Ihe 

pioneers NWM Companies in Ethiopia. 

The objective of th is sludy is to briefly asses the general socia-economic implications of 

network marketing in Addis Ababa with special reference to Gold Quest international. In 

doing so, the economic contribution of the business, in the form of laxes and 

employment opportunity, and the social implication as 10 what societal values the 

customers gel/Io-~e from tile lechnologies and knowledge Iransfer were assesseel 

To achieve this objective. bolh qualilative and quantitalive research methods were used. 

The study involved 96 pnrticipnllis of Ihe business, five case sludies and a group 

discussion. 

The resull of Ihe sludy shows Ihal 1I10si NWM business participanls are young, nliJlc, 

unmarried and educated. The business created employment opportunity and personal 

development for them. Moreover, as the majority of respondents indicated, the business 

helped them build new relationships and even strengthened their previous relations. 

Almost all participants (97%) of the business documented that they did not get financial 

benefit , Which was their major reason for their involvement in the business. The business 

does nol have rules and regulations for ils activily in Ihe country. 

It is concluded from the study Ihat network marketing helps creale many import ani 

societal values if it is done with ils true concepls. In this regard, il is also observed from 

the focus group discussion that individuals should join the system to use the proelucl 

andlor service as Iheir primary objective then Ihe financial benefil comes afterwarels 

Moreover. it is recommended Ihal exislence of rules anel regulalions for ils activily in tI/C 

counlry will help develop Ihe business and help Ihe participanls 10 acquire ils benefils. 



1 INTRODUCTION 

1.1 Background 

Globalization is an accepted phenomenon of the 21 st century. It refers to 

increasing global connectivity, integration and interdependence in the economic, 

social , technologica l, cultural , political , and ecological spheres wh ich increasingly 

binding people and the biosphere more tightly into one global system 

(wikipedia ,2006). 

Globa lization leads toward flexib le, dispersed production , fast growth of new 

communications and information technologies , and the increased mobility of 

capital and labor (Marina et ai, 2001). The fast development of technology, 

combined with increased global competition and more stringent customer 

demands put strong pressures on companies to improve the qua lity of their 

products and processes. The pressure to do more with less inevitably forces 

companies to focus on few, unique, hard to imitate and distinctive core 

competencies, by establishing a customer network to sel l and adverti se their 

products and services (Omta et ai , 2001) . 

Customer network has a tremendous power to get potential customers' attention 

and sell products in a market that is over-saturated with prod uct messages. After 

all , recommendation from a trusted friend or family member is the best way to 

convince a potentia l customer to purchase a new product or service. As a result, 

companies are increasing ly turning to customer network as a panacea in a 

market where there is increasing competition for customers ' attention, and where 

communication channels and market segments are high ly fragmented (Marina et 

ai , 2001) . Customer network has a central part in network marketing, since, 

customers are forming networks and help the company's to sell its products and 

services through the recommendation they made for other individuals. 



Network marketing consists of two words; network and marketing. Network refers 

to interaction or engagement in informa l communication with others for mutual 

support; and marketing refers to the act of buying and sell ing in the market. Thus, 

network marketing is a process of sell ing products, services, information or 

business opportunit ies through personal or individual relationships with family , 

friends, coworkers and a variety of others. The main focus is not only on selling 

the particu lar commodity, but also encourages the purchasing part ies ' 

involvement in se lling the product or services for others . In return, these people 

often receive discounted products or services as wel l as monetary compensation ; 

usually the more people an individual get involved in this method of self 

benefiting product distribution, the more benefits or rewards he/she receive. 

Therefore, network marketing is not necessa ril y about personally selling a lot of 

product, although some distributors do. It is about using , recommending and 

selling the product and finding a lot of others to do th e same (Richard B. 2004). 

Hence, distributors in network marketing have two key functions, namely selling 

the products and recruiting new distributors to do the same. 

Direct sell ing, the forefather of NWM, originated in the mid 1800's in the United 

States. However, it was only since 1929 that NWM had its beginning . In that year 

the term friendsh ip marketing was coined . In 1934 a company called "Natrilite 

products" was formed. It was in 1959 a major cou rt victory was won against the 

Federal Trade Commission validating the legitimacy of NWM. At that time, some 

industry standards and guidelines were introduced and since then they have 

become formalized. 

Accordi ng to Kim (2006), in the past, business leaders have dismissed NWM as 

an inferior sales distribution channel. Today it is known as a leg itimate, very 

powerful and respected way to distribute products and earn substantial income in 

most developed countries. It has grown into one of the driving force of the 21 st 

century's economy. It is now regarded by many business leaders as a business 

of the future and above 3000 companies around the world use th is type of 



strategy. In USA only, there are more than 1,000 network marketing firms 

distributing over 50 bill ion USD a yea r in goods and services (Richa rd , 2004). As 

WB, statistics indicates about 50 percent of all world trade transactions wi ll be 

carried out through NWM method by 20 10. 

However, NWM is also one of the most problematic business models as wel l. It is 

because most NWM programs' show all the defects and characteristics of a 

pyramidal scheme. 

Pyramidal schemes, as currently defined by Wikipedia (2006), are plans wh ich:-

1. "Concentrate on the commission you could earn for recru iting new 

distributors", and which 

2. "Generally ignore the marketing and selling of products and se rvices" 

In this case , a few at the top of the pyramid wi ll benefit at the expense of the 

investments in product purchases by those in down- line. Though, considered 

benign by many, its insidious and corrupting influence and financia l and social 

harm suffered by participants is considerable. It is argued that the number of 

illega l pyramidal schemes has grown rapidly all over the world especia lly since 

the last 15 yea rs . 

, 
.) 



1.2 Statement of the problem 

Network marketing is based on the concept that all individuals have their own 

circ le of people they know from ci rcumstances of their daily lives and each of 

these people will have th eir own circular acquaintances , col leagues , families and 

fri ends. The summation of the network justifies th at everybody wil l have a big 

domain of potentia l customers to advertise a particu lar product for and start 

his/her own business with them. 

Literatures revea l that NWM is not a new business idea for our planet. It was 

started 5 decades ago. In Ethiopia , there are few network marketing compan ies 

that started thei r business for different reasons . However, it is hard actually to 

pinpoint when exactly NWM has started in the country. According to Izra (2007) , 

NWM introduced in the country by a Philipp ine citizen in 2002; at that time, 20 

individuals were involved. However, th e business was not long lasting at that 

time because the Philippine does not return after he went to his country. NWM 

has got the country's public recognition after an Ethiopian cap tain brings in the 

GQI business aga in in 2004. 

Recently there are 21 , 15 domestic and 6 foreign , network marketing companies 

in the country (Izra, 2007) Gold Quest International , my seven diamonds, Best 

net, Dxn , Gentle Net, Amega global , Ethio ammoy and Adolis are some 

examples of NWM companies that are found in Ethiopia. However, the most 

widely distributed NWM company in the country is Go ld Quest International 

(GQI) . 

GQ I a multinational company licensed in British Virgin Island (BVI) as Gold Quest 

international in 1 998. As the company practices NWM , GQI sells its products and 

services directly to customers , by customers' promotion through e-commerce , 

thereby saving med ia advertisement cost; it shared wi th its customers in the form 

of commission paid by binary plan. Binary plan is a multilevel marketing 

I 



compensation plan , which allows customers to have on ly two fronl-line 

distributors (Reese , 1997). 

In Ethiopia, it is estimated that more than 10,000 individuals are participating in 

GOI. Even if, there is no legal protection for the agreement between the company 

and the customers in th e country's legal framework the number of GOI 

participants were growing very fast in the early stages. However, nowaday the 

business is not moving as fast as in the early period. 

As the business/industry NWM/ is new for our country, Ethiopia , there were many 

debates conducted at different places like Addis Ababa University regarding its 

socio-economic implications on individuals' life as well as on the society as a 

whole . The controversy on this matter seems unending and so is the number of 

people that ally themselves in ei th er of the wings are increasing . 

Some say NWM it has negative implications for the country development by:-

r Shifting human resource from productive sectors and seriously affects the 

productive capacity of the country. Professionals that are expected to bring 

some changes for their country are leaving their job to promote a product or 

service of a company. 

r A few at the top of the pyramid wi ll profit at the expense of others . Many 

people entering th e business (seem) do not benefit from it. At the end of the 

day it will create socia l crises. 

r The product sold in this business does not cost that much. In a debate held in 

Addis Ababa University, may 2, Ato Shewalemaw Menji , from National Lottery 

Administration , said that" the watches that are worth 1 00 USD are sold for 

570 USD reaping 470 USD under the pretext of giving commission is beyond 



unfa ir". Therefore, it makes the business a pyramidal scheme and it sh ifts 

saving that cou ld have been used for product ive purpose. 

y If the company is a foreign based, the money invested to buy the products or 

services may Increase foreign exchange loss. As a result there will be an 

increase in the prices of essential imports like petroleum and pharmaceutica l. 

On the other hand, some say it has positive implications for countries 

development by mentioning th e following points:-

..- Even if, it has a fore ign exchange loss in the short term , see ing foreign 

exchange on ly does not lead us whether it has a negative or positive effect; 

we have to examine the other benefits (persona l development, employment 

opportunity, diffusion of technology, knowledge, helping other, and creating 

many important socia l values) it provides to individuals and a society as a 

whole. 

r In the end, there is a possibility of gaining; from the earning of foreign 

exchange by expand ing the business abroad so th at, there wi ll be only foreign 

in fl ow . 

..- It is a resu lt of globalization; we could not avoid. Therefore, we have to use it 

in a way that would benefit ou r country. 

Therefore, I think , it would be responsible to critically analyze the multifaceted 

aspects of the matter. To the best understanding of the researcher, there is 

hardly any type of research done in this area. so, this study will fill the gap of 

knowledge in this respect of the socio-economic implication of NWM in Addis 

Ababa . 



1.3 Objective of the Study 

1.3.1 General objective 

The primary objective of the study is to briefly asses the general socio-economic 

implications of network marketing in Addis Ababa with special reference to Gold 

Quest International. 

1.3.2 Specific objectives 

The specific objectives of this research are: 

,/ To asses the economic implication from the contribution of the 

business to employment and taxes. 

,/ To asses the societal implication as to what societal va lues the 

customers/societies get/loss from the technologies and knowledge 

transfer. 

,/ To asses the public attitude and perception towards the business . 

,/ To asses the position of the business in the legal framework ' of the 

country. 

,/ To asses the Impacts of the business on some members live . 

,/ To asses what factors that determine the entry and stay in these type 

of business? 

7 



1.4 Significance of the study 

It is hoped that the study will minimize the gap of knowledge on the socio­

economic implication of network marketing and will serve as a stepping stone for 

others who need to pursue further studies on the subject. Most importantly, it is 

expected to signify the socio-economic implication of network marketing for the 

country from the outset that government bodies and participants can take 

precaution ahead. Moreover, the socio-economic implications identified wil l 

expect to deliver an important yardstick for policy makers. 

1.5 Limitation of the study 

In due course of processing the research , the following limitations were occurred. 

First and foremost , there is only few research articles that deals with the socio­

economic implication of network marketing, as a result the study does not 

incorporate empirical researches made both in local and in other countries. In 

general obtaining empirical studies or secondary information in this regard was 

very difficult. Lack of exact information about how many participants found in the 

business was also a secondary problem faced while determining the sample size 

of the study. Thirdly, since the scope of the research is only limited to studying 

Gold Quest Internationa l (t ime and financial constraints) out of those 21 network 

marketing companies found in Ethiopia the findings might be subjected to error of 

genera lization against other NWM companies. Above all , it might be difficult to 

appraise the implication of NWM on the participants and the countries population 

as a whole due to the newness of the business in the country. 



1.6 The study setting 

The study is delimited to assessing the socio-economic implication of network 

marketing in Addis Ababa . Because of time and resource constra ints. as well as 

the manageability issue it was decided to not attempt with all areas/cities In 

Ethiopia where GO I participants are found . The study area , Add is Ababa , IS 

selected for the research due to the fact that, it is the capital city of Eth iopia and 

so many facilities like internet and the like are available as compared to other 

ci ties; resu lt ing, great proportion of participants of the business to be in Add is 

Ababa. The other reason for the choice of th is specific city is my familiarity for 

Addis Ababa since I am living in Addis Ababa . Last but not least, most NWM 

company's head offices are found in Add is Ababa. 

1.7 Organization of the paper 

The paper examined the socio-economic implication of network marketing In 

Addis Ababa with special reference to Gold Ouest International. The reports of 

the paper are logically organized in the following manner. 

The paper is structured into five sections . The first sect ion draws attention to the 

background of study, statement of the problem, objective , significance , 

delimitation and lim itation of the study in order. 

The second section provides a review of related literatures on the subject. In this 

section , the motive behind the emergence of network marketing as a recent 

marketing strategy pursued with the definition and characteristics of NWM, 

theoretical formulations of the socioeconomic implication of network marketing 

are dealt with . 

() 



The th ird section of this paper explained the different methodologies employed to 

collect the data and the data ana lysis too ls used for the study . 

Data analysis and discussion of the resu lts were presented in the fourth section 

of the paper. The last section concludes the whole discussions and gives some 

recommendations accord ingly. 

10 



2 LITERATURE REVIEW 

This chapter conta ins two broad sections. The first part deals with reviewing the 

literatures on network marketing . In tile second part th e major theoretical views 

on the socio-economic implication of network marketing will be discussed. 

2.1 Literature on network marketing 

In this part, the conceptualization of terms , the development history of network 

marketing ,abuses in network marketing , Gold Quest International, and countries 

experience in network marketing· specifica lly Gold Quest wi ll be discussed 

re lated to the objective of the paper. 

2.1.1 Networking and Marketing 

A network is a set of relation ships, which contains a set of objects (i n 

mathematical terms , nodes) and a mapping or description of relations between 

the objects or nodes. The simplest network contains two objects , 1 and 2, and 

one relationsh ip that links them (Charles , 2004). Accord ing to Jason (2004), 

Network is defined as the persona l relationships, which are accumu lated when 

people interact with each other in families , workplaces, neighborhoods, loca l 

associations and a range of informal and formal meeting places . Moreover, 

networks are looked upon as the total of actors within one industry and/or 

between related industries, which call potential ly work together (Omta et ai, 

2001 ) 

If you ask dozen experts the question what is marketing? You are likely to get 

dozen different answers as the term "marketi ng" is connected with a va riety of 

disciplines ; the common theme that surrounds the vast majority of marketing 

definitions is that marketing is the planning and implementation of almost 

everything an organization does to facilitate an exchange between itself and its 

customers. According to Douglas (2003) , Marketing is the process of planning 

II 



and executing the conception , pricing , promotion , and distribution of ideas, 

goods , and services to crea te exchanges that satisfy individual and 

organizational goa ls. 

Marketing faci litates the exchange between buyers and sellers . The exchange 

process takes place when two or more parties give something of va lue to each 

other to satisfy needs or wants. Ultimately, marketing exchange exist because it 

is beneficial to both parties , whether it be cash in exchange for products or 

products exchanged or bartered for other products. 

Moreover, Marketing is applicable to businesses, big and small , that range from 

the world's most admired companies, to family owned sma ll business. It applies 

to a variety of economic sectors, whether they are agricultural, manufacturing , or 

service-related . 

2.1.2 Social networking 

Social networking is a branch of social science that applies to a wide range of 

human organizations , from small groups of people to entire nations (Jason , 

2004). Social networks can be best defined as the intricate webs of relationships 

by which an individual participates in the larger world. Each relationship' links an 

individual to another individual or groups of other individua ls, friends, 

organizations , institutions, or communities. In this way, social networks create the 

context in which people live among fellow human beings (Marina et ai, 2001) 

Weenig and Midden (1991) describe a social network as "an aggregation of 

individuals who mayor may not be linked to each other by communication ties" 

(p . 735). 
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These social network relat ionships are organized around certain dimensions of 

life called domains. Family, work, cu ltu re, geography, ident ity, interests , and 

shared values are among the most important domains by which networks are 

structu red . According to Marina et al (2001 ), each domain includes a set of 

nodes or clusters. A node is a single relationship in the network, whether it is with 

an individual or a group. A clu ster is a group of such relationships. a set of nodes 

organized around common principles. For example, work is an important domain 

of life, in which social networks are used as a communication as well as product 

distribution channel. 

In addition, they play an important role as communication channels between the 

companies and consumers and among consumers themselves . Understanding 

the dynamics of social networks is critical to the success of severa l aspects of 

compan:es' operations. It can tell the olganizations who their customers are, and 

more importantly, what they want. Who their cllstomers include in their networks 

and who they leave out tell businesses much about their customers' values, 

beliefs. interests. and lifesty!e preferences (Marina et ai, 2001). 

2.1.3 Marketing through social networks 

Social networks have provided great benefits to the field of marketing. Social 

networks and their patterns of relationships are a fundamenta l fact of market 

behavior and can be used effectively as a basis for rnarketing strategies (Jason , 

2004). Companies increasingly turning to use socia l networks for marketing , to 

get potential consumers' attention and sell their products and services in a 

market where there is increas:ng cornpetition for custorne rs' attention, and where 

comillunica~icn channels and market segrnents <lre highly fragrnented(Marina et 

al . 200 1). Companies pursuing slich marketinG Eire cllrrently leveraging word of 

mouth capabilities of social networks, that is, using them as ' communication 

Ch3:~!l8 Is. After ali, recolmm:nc!a tion s from a trusted friend or family member from 
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someone in the social network are often the most important way to convince a 

potential customer to purchase a IleW product or service (marina et ai , 2001) 

In social network marketing, where roles, relationsh ips, and boundaries are 

blurred , a fri end is not just a fri end but also an advertiser, a product endorser, 

and sometimes a salesperson where the roles of consumer and advertiser often 

merge, and social relationships become intertwined with commercia l transactions 

(Marina et ai , 2001). Because of its tremendous power to get the attention of 

consumers and to se ll products in today 's crowded market place socia l network 

marketing spreads so fa st and spontaneously and becoming holy-grail for many 

companies. 

Network market ing entails distribution of products and se rvices through a 

network of independent business people who, in turn , ei th er take ca re of the 

distribution themselves or recruit othe rs to do so [Phipps and Yoram , 1994]. This 

is one examp le of using social networks for marketing (Jason, 2004). 

2.1.4 Network marketing 

Network marketing is a marketing strategy, in which, products are sold directly to 

consumers without intermediary retail stores through a network of 

distributors/salespersons Each distributor recruits and trains additiona l 

distributors and will earn commissions on their sa les, as well as on the sa les he 

or she makes (Spitzer, 1996). As Nichols (1995); Mark (1996); Phipps and 

Yoram (1994) defined, network marketing is the movement of products or 

services from the manufacturer to th e customer directly through distributors. It 

entails distribution of products and services di rect ly to end user customer 

network. 

NW M as defined by the FTC (1996), any marketing program in wh ich part icipa nts 

pay money to the prog ram promote r in return the participants obtain the ri ght to ; 

(1) recruit additional partici pants, or to have additional participants placed by the 
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promoter or any other person into the prog ram participant's down-line; (2) sell 

goods or services ; and (3) receive payment or other compensation; provided 

that: (a) the payments received by each program participant are derived primarily 

from retai l sales of goods or services , and not from recruiting additional 

pa rticipants nor havi ng additional participants placed into the program 

participant's down-line, and (b) the marketing program has instituted and 

enforces rules to ensure that it is not a plan in which participants earn profits 

primarily by the recruiting of additional part icipants rather than retai l sales. 

Network marketing also known as , "multi level marketing", "structura l marketing", 

or "mul ti level di rect marketing" is best described as a direct sell ing channel that 

focuses heavily on its compensat ion plan (WFDSA, 2003) . 

Network marketi ng offers the opportunity for ind ividuals to conduct a business 

without havi ng to bother with expensive resources such as physica l plant or reta il 

storefro nt, warehousing , employees , advertising, or other costs typicall y 

associated with runn ing a business . In network marketing , individuals share 

information and develop personal and profess ional contacts. They are rewarded 

for sharing information that resu lts in product sales. Moreover, it empower 

individuals to bu ild their own networking sales organizations from thei r personal 

and professional contacts, which also empowers everyone to do the same, 

creating exponential growth of their network (Stewart , 2006). 

This market ing concept seeks to create and susta in mutually sa tisfying long term 

relationships , which benefit the company as wel l as the customer. In network 

marketing , a sales group is formed by the same group of distributors who 

continue to recruit or sponsor newcomers. As new distributo rs join the network , 

first they have to test the products or services for themselves . As a resu lt, it 

crea tes market for the companies' products and services. On the other hand, the 

customer benefited from this kind of marketing by rece iving commission in two 

ways, first, the distributor receives commission from the sa les he makes and 
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secondly from the sales of those people whom his/her down-line sponsored 

(Caughlan and Grayson, 1998). 

Companies are increasingly turning away from tradi tional advertising that is, from 

sending mass messages into the marketplace and hoping their target aud ience 

rece ives th em to a newer type of marketing that involves facilitating 

conversations among thei r targets. The conversations (often about the benefi ts 

and values of a company's product or services) are seeded with a few leaders in 

the target market who start the conve rsation by tell ing a few more people , who 

tell a few more , and so on, which is known as word s of mouth (WOM) adverti si ng 

(Marina et ai , 2001) . WOM is a core element of network marketing , as it focuses 

the success of network marketing or product efficiency through the sharing of 

experiences with friends; it significantly influences product evaluations and 

purchase decisions of individuals' . Without the success of either the network 

marketing business or the products , it is likely to be difficult for any NWM 

organization to continue to stay in the business and expand since WOM has 

been shown to be more powerful than printed information because WOM 

information is considered more cred ible. 

Moreover, for companies, NWM is a more efficient marketing strategy for doing 

their business. Because they do not pay for marketing, distribution or sales until 

after the sale is made and the product is delivered. Compare that to traditional 

marketing where a company can spend millions of dollars on advertising , as well 

as all costs associated with an employee based sales force, such as benefits, 

support staff, communication , travel and office, before any product is sold (Greg, 

2006) . However, trad itional advertising definitely gives a company more control 

over message content and dissemination. Obviously, when companies place 

advertising in magazines or run commercials , they have full control over how 

long the message wi ll run and a good indication of what audience wi ll be viewing 

the message. NWM does not offe r companies this same secu ri ty. Once a 



message released , there is no rea l way for marketers to know who is hearing 

their message, the way in which it is being conveyed, and how long it will run . 

2.1.5 Abuses of NWM 

Abuses of exponential growth haunted network marketing for years and it is st ill 

misunderstood by many people because NWM is one of the most problematic 

business models which shows all the defects and characteristics of a pyramidal 

scheme (Tyler, 2006). Today there are many legitimate NWM Companies. 

However, "money games", cleverly disguised as legitimate NWM opportunities 

sti ll exist. Despite the increase in popu larity of network marketing worldwide, the 

terms pyramidal scheme and network marketi ng confuse most people. The 

similarity between them (network marketing and a pyramid scheme) is that both 

offer an incentive for every new participant to introd uce others (Berry, 1997), to 

avoid being burned, it is crucial to us to understand what constitutes a pyramidal 

scheme. 

A pyramid scheme is a fraudulent system of making money based on recruiting 

an ever-increasing number of "investors ." The initial promoters recru it these 

investors , who in tu rn recruit more investors , and so on. The scheme is cal led a 

"pyramid" because at each level, the number of investors increases. The small 

group of initial promoters at the top requires a large base of later investors to 

suppo rt the scheme by provid ing profits to the ea rlier investors (Spitzer, 1996). A 

pyramid schemes as cu rrently defined by Wikiped ia, 2006 is a non-sustainable 

business model that invo lves the exchange of money primarily for enrolling other 

people into the scheme, usually without any product or service being delivered . 

According to W FDSA (2003), pyramid sel li ng is fraud. The mechan ism of so 

called "investment" or "trading" schemes uses a geometric progression of recruits 

to allow the promoters at the top of the pyramid to enrich themselves through the 

payments made by recruits to such scheme. 
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A pyramid schemes have changed over time from their ea rlier type that did not 

sell products or services to more complex schemes that do offer products and 

services (WFDSA, 2003; Wotruba , 1995). Pyramid schemes, in which no 

products are offered, are easy to identify, and they seldom last long without law 

enforcement shutting them down. Nevertheless, when products are offered, and 

when consumers are presented with an income "opportunity" with multiple levels 

of "distributors ," it is not easy for some to decide whether or not it is in fact an 

exploitive product-based pyramid scheme. Unfortunately, some of the most 

damaging programs manage to escape legal action (Tyler, 2006). 

Accord ing WFDSA (2003) , pyramidal schemes are not "commercially 

sustainable" because they have no real trading In viable goods or services: 

Early pyramids were readily identified and proscribed because of 
their lake of tangible products. Subsequently fraudulent schemes 
have attempted to deceive the public and avoid prosecution by 
asserting that they are genuine businesses operating multilevel 
marketing plan since they 'sell' goods and services. 

The pyramid concept in MLM is seen in multiple layers of distributors, with lower 

level distributors contributing income to an up-line who may have little to do with 

a given sale. The up-line distributor in NWM may get as much or more of a return 

per sale (in commissions and bonuses paid by the company) as the front line 

distributor who actually sells the product because MLM compensation systems 

reward front line (Tyler, 2006) . 

Pyramidal sel ling compan ies have created chaos , resul ti ng in the public's holding 

negative views of direct sel ling in the industry as a whole (Berry, 1997; Barnowe 

and McNabb , 1992; Kustin and Jones, 1995; Bloch, 1996). 
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2.1.6 Gold Quest Internationa l! Quest International 

Quest International Ltd , a multinational organization headquartered in Hong Kong 

was estab lished in 1998. It is now operating in more than 120 countries along 

with other 23 wholly-owned subsid iaries involving in many varied business 

sectors including reta iling, travel & leisure, luxury products, interactive marketing, 

telecom & technology products, financial services and corporate investments, 

media , training and education and business consulting (01 front page, 2006). 

As the company practices NWM , GOI sells its products and services directly to 

customers, through e-commerce , thereby saving media advertisement cost, 

which shared with its customers in the form of commission paid by binary plan. 

Binary plan is a multileve l marketing compensat ion plan, which allows customers 

to have only two front-line distributors (Reese , 1997). 

The payment for the products and services is made through e-commerce by 

using e-ca rd s. E-cards are found in two forms , first through up-line sponsors who 

have a commission in the form of e-cards and secondly from individuals living in 

other countries, in which, the company has an office. The purchased product 

then will be sent by post agencies like DHL, UPS with in 30-45 days for the 

purchaser. 

The company pays a commission of 41.6 USD per 1 UV's an individual or his/her 

down-line partners sold. Howeve r, to protect itself from bankruptcy the company 

uses safeguarding mechanisms to pay commission for its customers. The SGM's 

are 

r Balancing: A company will sent a 250 USD commission cheque for an 

individual who sold 3UV in his/her right and 3UV in his/her left 

(6*41.6=250$) 
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r E-vouture: The company forces its customer to buy a 250 USD product or 

service from the company after he/she receives 1250 USD 

commission .(1250$+250$companye-card) 

r Flush off: The company's daily maximum payment is 3000 USD (361eft 

and 36 right) . The UV's sold above the exp lained amount per day wi ll be 

flash off. 

The company sends the commission in two forms . 

1) In cheques through post office and then changed to birr in Nationa l Bank. 

2) In E-cards to purchase the companies product and service. 

2.1.7 Countries experience in NWM; Gold Quest 

Today there are thousand s of network marketing companies operating 

throughout th e United States , Canada, Mexico, South America, United Kingdom, 

Europe, Austra lia, New Zealand . Israel. Japan and the Pacific Basin . Little 

Malaysia alone has more than 800 active network marketing companies. Network 

marketing is reported to be a $100 billion dollar industry, internationally (Stewart, 

2006). However, count ries around the world adopt the policies of stri ct regulation , 

limitation or prohibition of network marketing activities. For examp le; 

China: China banned the industry 'in order to protect the rights of customers , to 

promote fair competition, and to protect the economic order of the market and 

social stabi lity. The SAIC document no. 46 issued by Chinese government in 

April 1998 stated that "mu lti level marketing / network marketing has a number of 

harmful characteristics" and they largely developed into an il legal operations like 

'rat club' and 'pyramidal selling' wh ich are genera lly prohibited by international 



society and caused serious harm to the economic order and social stabi lity. 

Japan: Network marketing had been banned for 10 years by the Japanese 

government before the letter granted the activities of network marketing in some 

remote areas . 

Nepal: Nepa li government banned the Nepal operations of Hong Kong based 

numismatics company Gold Quest International Ltd . by issuing a notice early 

February 2003. The central bank followed suit by issuing another notice at the 

end of the month. Meanwh ile, two high level officers of Gold Quest have been 

arrested and case filed against them at the district court of Katmandu 

(Theshutmouth , 2006) 

Iran: LONDON , October 26 (Iranman ia ) - The global numismatics company Gold 

Quest has seen a 90-% decline in its activities in Iran following a Tehran court 

ru ling that put an end to its illega l business. Studies show that some 75 % of 

members, who have paid their membership fees completely, have not ea rned 

any money at the end of the day. Because of thi s, the Go ld Quest office in 

Tehran has been closed, adding that the Telecommunications Company of Iran 

(TCI) has also been ordered to filter the online business' Internet sites. 

New Zealand: MLMs are legal in New Zea land , pyramid schemes are not. In a 

pyramid , earning money rel ies solely on recruiting new people into the scheme; 

those on higher levels earn more than those below, but ultimately it becomes 

impossible to recruit enough people for newcomers to make money. MLMs, on 

the other hand, offer a commercially viable product and the opportunity to ea rn a 

living through repeat sa les . 

Singapore: Network marketing I multi level marketing in general is prohibited in 

Singapore. 
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Sri Lanka: The centra l bank of Sri Lanka announced , it was planning to take 

tough action against the NWM firm's (Ga l) over 4,000 customers , who are 

accused of violating the countries exchange control laws by allowing third party 

transaction through credit cards after entering the scheme. 

Western and European counties: These countries in general have a very strict 

set of law to limit and regulate network marketing / multi level marketing activity . 

Ethiopia: In Ethiopia, as explained earlier, there are very few network marketing 

companies, around 21 in number. The most widely NWM company in the country 

is GO\. There are no rules and regulation for the activities of these kinds of 

businesses in the countries legal framework. As a result, the business is not 

done legally and products are not imported freely . According to Izra (2007) , most 

of these companies are taking license or work permit as a commission agent or 

agent for a foreign company not as a network marketing company. Moreover, the 

government announced Gal and some other NWM companies as illegal and 

unlawful for their operation in Ethiopia and takes measures like holding the 

participants product in customs authority. 

Regarding the activity of the ; Gal business, it is decreasing; however, the 

business is still ongoing. Moreover, the numbers of domestic network marketing 

companies are increasing. 
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2.1.8 Conceptual framework for the study 

NWM, as explained above, is a process of sel ling products or services through 

personal or individual relationships with family , friends , coworkers and a va riety 

of others. This marketing strategy creates a mutual benefit for the company as 

well as for the individual distributors in the network. 

Its socioeconomic impl ication is multifaceted and the interaction between these 

two key dimensions that are network marketing and socioeconomic cond ition of 

host population presented in this simple ana lytica l framework. 

Network marketing has a micro as wel l as macro level socioeconomic implica tion 

in the country. At micro leve l the impacts are In ind ividua ls; knowledge, 

education , attitude, personal relationsh ip and development , Income, 

salesmansh ip, etc. The macro level , however, is summation of micro level 

impacts, like aggregate employment opportun ity and tax for the country. 

In network marketing, individuals have a chance to build and strengthen friendly­

relationships with other individuals in the network, since it provides meeting 

opportunit ies and working atm osphere in teams for them to achieve their 

individual dreams. However, their friendly-relationship may decrease with 

external groups outside from their network as a resu lt of giving more time for the 

business and for individua ls in the business. 

Tra inings and education are basic activities in NWM and have a positive impact 

on fosteri ng persona l development. In addition , NWM fa cilitates the transfer of 

technology through diffusion . It creates extra income and employment 

opportun ity on a full-tim e or part-time basis. On the other hand , people may quit 

their jobs hoping they will get better benefits from the business. Seen from the 

point of view of taxation , NWM businesses are difficult to be taxed because it is 

difficult to know exactly how much an individual obtained from his commission. In 
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general, NWM has many positive as well as negative impacts on individual life 

and a society as a whole. 

This research tries to see the socioeconomic imp lication of network marketing 

from composition and structure of networks. Composition of networks refers to 

network size, network heterogeneity , mean frequency of contacts and the 

percent of contacts who are friends. It wil l help to identify who the participants are 

regarding age, sex , educationa l status , rel igious belief, ethnic background and so 

on. Structure of networks refers to density of link among network members. Such 

an analysis seeks to understand how the properties of networks affect what 

happens in individuals and to individuals regarding their previous life (occupation , 

relationship, perception ... ) in general. 

The framework focuses on the socioeconomic implication of network marketing, 

acknowledged environmental influences (cu ltural , institutional and lega l) and 

distinguishes between positive and negative outcome of the bus iness. 

Although networking is generally perceived as community characteri st ic result 

from interaction , it is usually measured by asking individuals and aggregates their 

replies. 
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2.2 Theoretical overview of socio-econom ic implication of 

network marketing 

2.2.1 The positive vi ew of network marketing 

2.2.1 .1 Network marketing for training and education 

Training and education are a da ily and critical activities to any network marketing 

organization (Berry, 1997; Mesweli and seargent, 2001). As mentioned by Berry, 

(1997), in network marketi ng , distributors are involved not only in selling , but also 

in educating and training other distributors since they can receive compensation 

from their sel ls and also th rough sales generated from their down-l ines. 

Trainings in NWM includes product and company knowledge ; analysis, selection 

and follow up prospective distributor; the training of trainees, technica l tra ining 

and trainings on business management, personal development, leadership , 

money and time management, building relationships etc. Distributors joining the 

networking from different cultures and educational backgrounds requ ire training 

to reduce the gaps between their mindsets and levels of abi lity . 

Trainings provided in th ese are likely to enable distributors to ga in more 

knowledge and improve their skil ls required to expand their network as well as 

their personal life. Accord ing to Nichols (1995) , these trainings and educations 

help the sa les peop le to be ethica l and upright when they give live commercials 

in presentations and business opportunity meeti ngs (BOM) and also help them 

provide info rmation about the company and create excitement among the 

prospective distributors in areas such as financial prospects , job securi ty, and 

personal challenges and growth . Moreover, it enab les the sa les people or 

distributors to learn distinctive skills, attitudes and knowledge that are helpful for 

professional development and carrier management (Wilson, 2000; Merri lees and 

Miller, 1999) . Therefore , distributors must be well trained in orde r to present the 



benefits and specia l features of the products they have to offer and also to do the 

business well (Berry, 1997). 

On the other hand , each person in a network represents an area of knowledge, 

idea or expertise, which can be tapped for work or persona l use. In network 

marketing individuals functioning in teams to ach ieve their personal/individua l 

dreams, in doing so, there wi ll be sharing of knowledge , ideas and expertise 

between individuals in the network as a result there will be an increase in 

individual knowledge in general. Though the knowledge ava ilable to anyone 

person increase exponential ly, as it shared with others in the network (Marina et 

ai, 2001) . 

In general from the above literature it can be said that the knowledge of 

individuals who are participating in such kind of business will increase in two 

ways, one ; from the trainings and educations given in the business to enable 

them to do the business wel l; and second, from sharing of knowledge, ideas and 

expertise between individuals in the network. 

2.2.1.2 Networks as vehicles for diffusion ideas, 

information and technologies 

In thei r roles as commun ication channe ls, social networks serve as powerful 

vehicles fo r the diffusion of new ideas, products, and practices . Accord ing to 

Gambardella (1992), interpersonal networks influence ind ividuals both in coping 

with the uncertainty of new ideas and in convincing others to adopt innovations. 

Ween ig and Midden (1991) found that the number of ties individuals and groups 

have are of high importance for informat ion diffusion. They state: 



The number of existing ties within a communication network 
indica tes the availability of routes for information diffusion and 
hence the probability that the information reaches a random 
network member; after all, the la rger the number of ties in a 
network, the more alternative routes wi ll be available for information 
diffusion (1991: 735). 

In add ition, with the emergence of the Internet and advances In network 

technology, network marketing has entered a new era of rapid expansion . 

Through the Internet and intranets (intra-organizational networks or customer 

networks based on Internet and Web technology) , information can be exchanged 

among business partners with ease and convenience. 

As work increasingly becomes information driven, creating meaning out of the 

massive fl ow of data and information available is imperative. Individua ls are 

increasingly finding that they cannot go it alone, th at they must go to different 

people in their network to get certain information. These Personal contacts play 

critical roles in obtaining information (Matthew, 2003). Social networks serve as 

important information channe ls. Significantly, the information passed through 

social networks is not just raw data, but filtered information ; that is , information 

that has undergone the scrut iny and analysis of tru sted members of the network. 

This process of exchanging filtered information is particularly important in the 

purchasing cycle for many products and services (Marina et ai, 2001) . 

In network marketing Word of mouth advertisemen t becomes a much more 

powerful communication channel. In the information age , the Internet broadens 

the reach of social networks and facilitates the fast diffusion of information within 

and among communities. As Misner (1994) states, e-commerce is the major tool 

for network marketing transactions and it is through internet this transactions 

held , as a result , the business create the opportunity for an individual to get 

acquainted with internet and it is one of the recent technologica l achievements 



2.2.1 .4 Employment opportunity 

The changing work place has demonstrated that there is no security in the 

traditional corporate structure and ca reer path. In the United States over 3,100 

jobs are lost each day due to downscaling . Automation and technological 

advances are streamlining business and changing entire industries. Millions of 

people wi ll be out of work. Thus , network marketing provides job opportuni ty for 

them (Greg . 2006) . 

For those who have permanent jobs, network marketing as part-tim e effort can 

provide a financial cush ion of residual income to protect oneself from financial 

strugg le. According to a recent Wa ll Street Journal , su rvey mentioned in Greg 

(2006) found that 80 percent of the work force wants to own their business and 

40 percent would like to work at home. This is exactly what network marketing 

provides. People are search ing for ways to build a future that develops 

leadership and provides a ba lance in their lives for their families and each other. 

2.2.1.5 Extra income / Financial freedom 

Network marketing is an opportunity for someone who is not doing well financially 

to Illake some Illoney Illaybe even a lot of money (Richard , 2004). It offers a 

res idual incoille stream that can continue long after people have stopped working 

(Killl . 2006). Accord ing to Tyler (2006) , MLM companies promise a path to 

financial freedom in such away that products or services are sold direct to 

custoillers via a network of sales representatives, who may also be encouraged 

to recruit more people , who recruit Illore people and so on. With a solid tealll 

under an individua l, group commissions passing to his/her "business centre". 

With MLM, large (leveraged) incomes can be produced by recruiting a down-line 

(network) of multiple layers of distributors upon which a distributor can draw 



commissions and bonuses , the am.ount depending on the type of compensation 

plan and the size and character of one's down-line. Such an organization can be 

built from one's own home without the expenses and complications typical ly 

associated with other types of businesses (Richard, 2004). 

2.2.1.6 Salesmanship 

Most NWM companies provide individua ls with extensive materials teaching , how 

to "persuade" others to join. Indeed the whole existence of these companies is 

based on their expertise in persuasion, and as seen many times, their 

representatives can indeed be very convincing, of course, the techniques of 

persuasion can be very useful in business and made other areas of li fe. So even 

if ind ividua ls lose money, at least they may develop a useful skill , salesmanship 

(Jacobs , 2000) . 

2.2.2 Negative views on network marketing 

2.2.2.1 Only the top's will benefit 

The nature of most network marketing companies is that older members will be 

rewarded by profits from sel ls of newer members. If individuals work hard, sell 

ski llfully and are one of the early joiner you may indeed make a profit 

Unfortunately, if they work hard, sell skillfully , but are late to join, it is practically 

impossible to make enough sales to make a profit (Jacobs , 2006) According to 

Tyler (2006) in legitimate businesses , it can be said that the more time and 

money one invests (risks) in the business , the more likely it is that success will be 

ach ieved. But with recruiting NWM's, with the exception of the first ones in and 

those at the top of the pyramid, the more one invests , the greater the losses. 

Moreover, most NWM compensation plans create extremely high leverage for the 

top persons in the hierarchy of participants. NWM leverage refers to the 

concentration of payments (commissions, bonuses , etc.) from the company to 
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top-level "distributors," who profit hugely from the efforts and purchases of a 

multitude of "down-line" participants recruited beneath them. In highly leveraged 

NWM programs (which includes most NWM's), approximately 99.9% of recruits 

lose both time and money. Generally, the greater the leverage for top participants 

in the distributor hierarchy, the higher the loss rate for their down-line (Tyler, 

2006). According to Greg (2006) in MLM, the person at the "top" is the one who 

makes the most money and in most cases will always make the most money. 

However, in a good NWM company, individuals must have the potential to earn 

more than their sponsor, if he/she builds a larger bu siness than they do. 

In addition, NWM business structure can support only a sma ll number of financial 

winners . If a 1,000-person down-line is needed to earn a sustainable income, 

those 1,000 wi ll need one million more to duplicate the success. How many 

people can realistically be enrolled? Much of what appears as growth is in fact 

only the continuous churning of new enrollees. The money for the rare winners 

comes from the constant enrollment of armies of losers . Witll no limits on 

numbers of distributors in an area and no evaluation of market potential , the 

system is also inherently unstable (Robert, 2006) . 

In general, for almost everyone who invests, NWM turns out to be a losing 

financial proposition. Less than 1 % of all MLM distributors ever earn a profit and 

those earning a sustainable living at this business are a much smaller 

percentage sti ll. 

2.2.2.2 Psychological, social and spiritual harm 

Multi-level marketing (MLM) companies promote such dreams take charge of 

your life, work the hours you choose and ea rn unlimited amounts (Jacobs, 2006) 

These programs, however, adopt cultist patterns in recru itment and retention of 

members, becoming a rather closed society. Marriages are terminated, and other 

important relationships are often disrupted by single-minded recrui tment efforts. 
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Also, the evolution of "NWM junkies" has been observed, with traits of addiction 

similar to those for other addictions. In addition, disturbing tendencies to move 

away from ethical and charitable attitudes to more materialistic and greedy 

motivations often becomes apparent (Tyler, 2006). 

2.2.2.3 Makes to think friends business-wise 

In network marketing friends and relatives are the natural prospects. Those who 

love and support an individual wi ll become his/her lifetime customers . Therefore, 

the commercialization of family and friendship in MLM marketing programs are a 

destructive element in the community and very unhealthy for individuals involved . 

People do not appreciate being pressured by friends and relatives to buy 

products . Trying to capitalizing upon personal relationships to build a business 

can destroy one's social foundation. 

Doing business with friends was regarded as unethical in the past, but according 

to Berry (1997), due to the changing demand of society, retailing and trading 

have gained more respect, and thus doing business with friends and within social 

groups has became more acceptable since the early 1980s. 

Since the compensation plans of most MLM marketing system is weighted 

towards recruitment, instead of retailing of products, the system encourage 

individuals to think of friends and relatives as potential sales target rather-than as 

people they respect and love. It is a feature of capitalist society that unpleasant 

people working hard to convince us to buy things we do not want surround us. 

The greatest tragedy hit these systems is bankruptcy and su icide at the end 

(Jacobs, 2006). 

Moreover, recruitment becarne uneth ical if one uses the same concept to recruit 

one's friend's friend to do likewise and thus obta ining overriding commissions on 

behalf of these friends of friends (Bloch 1(96). When the business expanded 

through each distributor, each new distributor will bring another set of friends in 
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the network .Thus the network wi ll continue to grow with the multiplying effect of 

each distributor being sponsored and th is will cause a conti nuing growth in the 

network of friends of friends. 

In general . there are even more people who view NWM negatively, either 

because they tried it and failed , or because they know someone who has and 

fai led. Therefore , they assume it is bad. The other reason it gets a bad reputation 

is due to its pyramid shape. We have al l heard stories about illegal pyramid 

schemes that on ly make those people at the top of the pyramid rich . There have 

been some disreputable NWM companies who set up their businesses as illegal 

scams, but the majority of NWM opportunities are just that , real opportunities 

(Bruxvoort, 2005). 

2.3 Why people join NWM 

As Wotruba and Tyag i (1992) explained, distributors will hold different eth ica l 

concern and work motives from different backgrounds who are attracted to join 

the business . Some distributors might view the business as a means of bui ld ing 

self-esteem, making friends , proving ones entrepreneur skills , or simply learning 

about business world while other distributors focus differently in terms of job 

efforts, sales productivity, and ultimately achieving the goals and objectives of 

the business organ ization. As King and Robinson (2000) mentioned, very low 

cost of entry with the potential for larger incomes, as compared to other 

business, draws people who have high expectations of making money with little 

work, who have no experience in opera ti ng their own business, has no money for 

marketing , have no experience in sel ling, have unrealistic expectation on how 

long it takes to bui ld a business. As Eskender (2005) expla ined in his arti cle the 

100+ reasons why people join NWM (Q I), the major reasons are financial 

freedom , meeting new people, personal development , own business, helping 

others . time freedom , leaving legacy, global con nection and retirement. 



Moreover, Flexible working hours is a perfect vehicle for busy professiona ls to 

get started in developing an alternate income stream because a network 

marketing business can be built around an existing schedu le (Kim , 2006). 

Accordi ng to Greg (2006) individuals involved in NWM because somebody cared 

enough about him or her shows them the awesome opportunity of network 

marketing . 

On the other hand , some unethica l distributors may use the banner of network 

marketing by providing fal se but interesting business opportunities to earn 

override commi2sion or benefits 011 behalf of their friend's and also to gain an 

income flow from the efforts of others without having to work directly for one's 

own income (Tyler, 2006 ; Bloch, 1996). 

In the country, the implica ti ons of network market ing were not studied well , as a 

resu lt no empiri ca l studies found on this issue. To this effect, this thesis focuses 

on the socioeconomic implication of network marketing in Add is Ababa. In 

particular, it tries to prove the impact of train ing, education and experience, and 

finan cial benefit(if any) from network market ing businesses on individua ls' life. 

] 4 



3 RESEARCH DESIGN AND METHODOLOGY 

3.1 Research design 

The research design used was case study. It is used because it is efficient to 

achieve the objective of the research. A questionnaire was prepared to conduct 

interview and the aim was to obta in information about individua l's perceptions , 

opinions. expe riences and particular knowledge regarding the challenges and 

successes they have faced in starting and maintain ing thei r business. The aspect 

of network marketing that is taken includes the re lationship , income, personal 

development, financial reward , job opportun ity etc. 

3.1.1 Source of data 

In order to conduct this study primary and secondary data were used. For the 

secondary data, different publ ished and unpublished read ing materials like; 

books, journals , internet resources etc. were used. However, due to the 

youngness of the business in the country hard ly any empirical stud ies were 

found . For the primary data, different data co llection tools were employed , like 

questionnaire, interview (both formal and informal), and group discussion . 

3.1 .1.1 Questionn aire 

To co llect the necessary information from the sample population, two sets of 

questionnaire containing both open-ended and close-ended types was designed 

and administered to the sample population . This method of data collection is 

used because of the nature of questionnaire for a wide coverage of many 

respond ents and it can be easily quantified and ana lyzed. 4 individuals who have 

had considerable exposure to data co llection were recruited as data collectors for 

the stud y and orientation was also given to them. The questionnaires were 



mainly filled in seven Ouest Net centers. The researcher checked the accu racy of 

data collection both on th e spot and at the end of the day. Hence. the necessary 

feedback was communicated to data co llectors 

3.1 .1.2 Interview 

As it provides richer info rmation while collecting data from respondents , 

interviews were conducted. Interviews were framed in a manner that provide all 

valuable inform ation on the socio-economic implication of NWM and give 

possible recommendat ion. The in terv iew was conducted with key in formants ; 

these key informants are leaders of their respective centers whom the people 

think they benefited more as compared to most participants. 

3.1.1.3 Focus group discussion 

As it is helpful to air out the research problem intens ively and to generate 

va luable alternative solutions from the subjects that was stud ied, focus group 

discussion seems the best resort th at comprehensive inform ation was gathered. 

In this course of act ion, concerned and engaged individuals were given open 

floor to briefly discuss the issue. In the meantime, the researcher facilitated and 

shapes the discussion being as a moderator. The group discuss ion was held in 

piazza in one of the Ouest Net participants' office around 'Anbessa pharmacy' 

with 9 individuals on August , 2006. 

3.2 Sampling technique and sampling size 

There are around 21 foreign and domestic NWM compan ies found in the country, 

Ethiopia. Hence, the study was cond ucted on GO I. GOI was selected purposely 

due to; it has the largest num ber of participants, around 10,000 individuals, as 

compared w ith other NW M companies found in the cou ntry. It started its activity 



in the country earl ier than others did . The startup capital of GOI is much higher 

as compared to others . It is a foreign NWM company and has experiences in 

other countries as well. Most domestic network marketing companies established 

recently is ba sed on the experience obtained from GOI and it is time and money 

consuming to incorporate all NWM compa nies found in the country . In general , it 

is because of GO I the concept NWM acqui re its recog nition in the co untry's 

population . 

To select representative sample from GO I random assignment was employed 

and 96 participants were surveyed . Hence, samples taken in this method are 

representative and possible to generalize. The sample size could seem sma ll ; 

however, the socioeconomic characteristics of the participants are similar. Due to 

this, homogeneity among the participants, generalization about the population 

from the sample participants did not affect the reliability of the outcomes of the 

study. 

In additi on, fi ve case presentations were incorpora ted; they are helpful to know 

the effect of NWM on individual 's life and for crosschecking the survey resu lt. 

The individuals in the case study were selected purposely and based on their 

willingness to share thei r experience. In case studies the researcher tries to take 

samp le respondents based on their stay in the business to represent all time 

ranges. 

A group discussion also included due time and money constraint it was difficult to 

arrange more group discussion . The participants of the group discussion were 9 

team members of Ouest Net center found in PIAZZA; this center is selected 

because most Ouest Net centers are occupied by 1 team members, however, 

this center is occupied by four teams in share and the samples are taken from 

each teams. 
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3.3 Techniques used in data collection 

The data co llection took 1 month and it was ca rried out in seven Ouest Net 

centers found in Addis Ababa . Participating individua ls, not the company , 

established these centers. In GOI, participat ing individuals who are in the same 

line in the network usua lly rent an office for the center of meeting and doing their 

business in teams. To clarify what meant by the same line refer the below graph. 
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NB; each variable In the graph represents the position of participants in the 
network. 

Th e participating individuals found in line D-H/I-P/0/R/S-5/6/7 /8-1 5/16/17 /18-

25/26/27/28 (individua ls under C) and so on are some examples of individuals 

found in the same line. 

The seven ON cen ters, where sample respondents taken , were found in 1) 

PIAZZA, Anbesa pharmacy 2) Giorgis 3) Kolfe, Ed iget bui lding 4) Zerihun 

build ing, 22 Megenagna 5) Atikilt-tera , Ke lifa bui lding 6) Bole 7) Medhan ialem , 

Enkulal fabrica area. 

Four different teams as one rented PIAZZA center and the remaining rented by 

one or two different teams. 
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One of my friends who is working the business GOI introduced me to some 

participant found in Piazza business center and with them I selected 34 samples 

randomly because in this center 4 different teams working in one center. The 

rema ining samples are taken from the other centers. 

3.4 Data type and analysis 

The process of entry was started immediately after the survey was completed . 

The study employed qualitative and quantitative data to achieve its stated 

objectives, for the closed and structured questions related to the basic socio­

demographic characteristics of the subject of the study, SPSS 13.0 version was 

used to enter quantitative data and corresponding descriptive analys is was 

made. 

By employing a qualitative methodology, the field notes were checked for 

accuracy and completeness then coded and recoded according to the theme of 

the study. These ideas were sorted and categorized into major theme for the 

major analysis methods for qualitative data. The analysis was made by 

describing the major findings of the fieldwork according to the theme of the study. 

Case studies also used to analyze the issues in depth. 
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4 DATA ANALYSIS AND DISCUSSION 

4.1 Demographic and socioeconomic characteristics of respondents 

4.1.1 Age and Sex 

The deillog raphic characteristi cs of an individual have an illlportant role in the 

ana lysis of the socio-econoillic illlplication of network Illarketing ; beca use . it is 

the individual 's who const itute social networks. In view of that, questions were 

arranged to assess the deillographic cha racteristics li ke age , sex, Illarita l status 

and educationa l backg round of respond ents. 

Table 1 Distribution of respondents by age category and sex 

Sex 

Male Feillale 

I-Count -°70- T ount %- -

<-=<'U S- - 57.1 - - - -6 - 4T9-

I2T=-Z3 ( U :-S-I----g- --5KT 

-2~2r---4 --ro 36- ---gO 

-2S-= 30- - -
T 1T6 14 S2X 

- T-r=-34 1- ---20- - -----4 - S-O 

-35+ - - -
0 0 4 100 

Total 23 24 73 76 

IVlean age or me responaenfs -'--- ---

~inlillum age --- - --.- - -

MaXimum age 

Source.' Own survey (2006) 

Total Cumulati ve 

- -Counf ' 
---- - 14 

- ---16-

- - 40 
.-

17 
- - 5 

4 

96 
---.--

- - . 

--

0/0- % 

- 14.6- --- r 4.6 
- - r6f 

- LlT7 

17.7 - --

:5.2 

4.2 

100 . 

3 13 1 
- -7 

- 9 

- 9 

10 

2 .9 

0.6 

5.8 

0.0 

- -~--25 . 06 

18 

37 

- -

The survey results indicate that mean age of the surveyed respondents was 

25 .06 and the age range extends frolll 18 as a Illinilllum to 37, Illaximum. If we 

have a look at the age category of the respondents, 40 (41.7%) of the 



respondents are found within the age category of 24-27. The next largest 

percentage, 17.7% (17 out of the 97 respondents) is within the age category of 

28-30 years old. Only 4.2% respondents were found within the age cate~ory 

above 35 years. 

From (table 1) , When we see the cumulative percentage, more than 90% of 

respondents are 30 or below 30 years of age. Thi s result concedes with the 

finding of Ernst & Young (2001). Accord ing to their survey, most NWM 

participants in Brazil are young with the average age of 29. From the above 

results we can conclude that most participants of the business are young , active 

and in their reproductive age. This may be because young's are proactive , 

dynamic, they have a better access to recent technological advancements and 

the interactive behavior they have with their peer groups. 

When we look at sex of the respondents, the majority of respondents (76%) were 

males and the remaining (24%) were females demonstrating females 

participation in these business is considerably less . The low level of involvement 

on the side of females may be because of our societies; socio-cultural attitudes 

that discourage females to participate in th is type of businesses that tie them 

from different people. The other factor could be because women mostly did not 

participate in productive work, which makes them to earn little or no money; as a 

result, acqu iring startup capital became as difficult as compared to the men. 

Referring the findings of Ernst & Young (2001) also substantiates that NWM 

participants are predom inantly male (75 percent). 

4.1.2 Marital status and Number of dependents 

With regard to the martial status , the majority of the respondents (84.4%) were 

single with the rest (15.6%) are married. The numbers of dependents that the 

respondents are responsib le for , ranges from a minimum of zero to a maximum 
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of eight. However, the majority of respondents have no dependent. Respondents 

who have dependents of above six persons are only 4.2%. The rema ining 18.8% 

and 6.3% respondents are, responsible for Lip to three and 3- 6 dependents 

respective ly. These also strengthen the above implication , which stated that most 

participants , are young and most of them are dependent on their fam ilies. 

Table 2 Distribution of respondents by mari tal status and number of dependents 
-

Number of 
dependents Unmarried Married Total 

Count 6 62 68 
0 Percentage 8.8% 

C-------
91.2% 70.8% 

Count 5 13 18 
0-3 Percentage 27.8% 72.2% 18.75% 

Count 3 3 6 -
4-6 Percentage 50% 50% 6.3% 

Count 1 3 4 
6+ Percentage 25% 75% 4.2% 

---- -:c- -
Count 15 81 96 

Tota l 
r-=--- -- -- --------
Percentage 15.6% 84.4% 100% 

Source. OWIl survey (2006) 

4.1.3 Religion and Ethnic background 

Most literatures revealed that Individua ls joining the networking have different 

religious and ethnic backg rounds. 

Table 3 Distribution of respondents by re ligion and ethnic background 

Ion _______ Relig 
O. Christian Mu 

---
slim 

Gurage 
Ethnic Oromo 
Background Amhara 

-=~=-==---+-­
Tigraz 

Total 

1_ 

Siliti 
Others 
Count 
Co% 

Source. Own survey (2006) 

12 
14 
14 
9 
o 
7 

56 
58,4 

6 
3 
ce-
3 --
4 -----

11 --
3 

30 
31.2 

Tota l - -- -"-_. - -~-

Others Count % 
2 20 20 8 
1 18 18.8 -
O --177 17 -----
1 ~ 14.6 - _._---
2 13 135 - ---- --
4 14 14.6 

10 96 100 
10,4 
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The survey resu lt complies with th e above, concerning religion , the majority of 

respondents (58 4 %) have indicated that they are orthodox Christians, Muslims 

were 31.2% and the remaining 104% were from different re ligions. With regard 

to their ethnic background 21% were Gurage, 19% were Oromo, 17% were 

Amhara , 15% were Tigray, 14% were Silti and the remaining 14% were from 

other ethnic background s. From these data, one can conclude network marketing 

provides a playground for all individuals from different ethnic backgrounds and 

re ligious beliefs to Illake such businesses . 

4.1.4 Educational status 

Education and previous experience are useful in many businesses. The survey 

results for the level of respondents education showed that most (40.6%) of them 

have completed secondary school followed by 20.8% of having diploma. 11.5% 

of respondents have attended higher education with degree. Only 8.3% of 

respondents have no education. 

Table 4 Distribution of respondents by educalional status 

Educational status count % Cumulative % 

No education 8 8.3 8.3 

Below secondary school 18 18.8 . 27.1 
Educational 

Level Secondary school complete 39 40.6 67.7 

Dip loma 20 20.8 88.5 

Degree and above 11 11 .5 100 

Total 96 100.0 

Source: Own survey (2006) 

Moreover, as we see from table 4, The business draws large number of 

individuals (40.6%) who have completed secondary school also pointing towards 

that NWM are alternative ways for those who cannot or possibly do not want to 



continue further education by cr.eating employment opportunity for thern se lves . In 

addition, the business is interlinked with information technology, therefore , to 

understand and use a computer efficiently and effectively. individuals' should 

know the languages used in it. 

In general the greatest portion of respondents (91.7%) are educated they know 

at least the basic skills of reading and writing. This cou ld indicate the fact that the 

business needs skil l that would help the individual to understand the business. 

An ind ividual has to read different materials, books and browse internet to be 

acquainted with the business and these activities need education . 

4.2 Partic ipation in the business 

4.2.1 Work motive 

The motivation of most MLM is the opportunity to make large amounts of income 

from minimal investment of time and money is the primary appeals of MLM 

(Tyle r, 2006). In addition, running the business without large outlays of time or 

money, without office (working from ones home), furniture and literally begun 

work ing from their kitchen attract money network marketing professionals 

(Donovan, 2006). 

Tab le 5 Distribution of respondents by work motive 

Reason of involvement Frequency Percent Valid % Cumulative Perc;~ 

Parentslrelatives were in 
this business 

20 20.8 20.8 20.8 
--

Thought profitable 
33 34.4 34.4 55 .2 

(Financia l freedom) 
To use the prod uct 1 1.0 1.if 56~ 
To be independent 10 10.4 10.4 66 .7 ._- - ------
easy to start 22 22.9 22.9 89 ?_ 
own boss 5 5.2 -- 5.2 _Jl~ 
realize you r ideas 5 5.2 5.2 100.0 
Total 96 100.0 100.0 

, 
Source: Own survey (2006) 
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The survey result for the reasons of joining the business showed that the majority 

of respondents (34.4%) were involved because they thought the business is 

profitable and to become financially free. The next higher percentage of the 

respondents (22.9%) said that their major reasons to involve in the business was 

that it was easy to start and it can be run without large outlays of time or money. 

20.8% respondents answered they joined the NWM because th eir parents/ 

re latives were in the business or somebody ca red enough about them shows 

them th e awesome opportunity of network marketing and they had no clear and 

deep understanding of the business. However, the truth should be anybody , 

friends and families , should on ly become part of the business if they understand 

the business wel l and if they see the opportunity for themselves just like others , it 

is then they have to join the business. Only one respondent gave a reply saying 

he joined because of the products , the product attracted him to join the business. 

The remaining 10.4%, 5.2% and 5.2% respondents give need for independence, 

real ization of their dreams and ideas and own boss as their major reason for their 

involvement in the business respectively. 

From the survey result , th e following genera l conclusion could be drawn . In Add is 

Ababa , the reason for most individuals to participate in netwo rk marketing 

business was fi nancial freedom. 

4.2.2 Startup capita l 

In this business, the startu p capital was used for registration and purchasing of a 

product or service. Almost all respondents reply that they invest their money to 

purchase a numismatic product (watches, pendants and coins). Mean capital for 

respondents is 5371 .65 birr. The startup capital ranges from a minimum of 

4240.00 to a maximum of 10170.00 birr. The capital investment in running the 

business like tea , coffee, mobile , transport and working place rent, etc expenses 

that wou ld be invested in inviting/persuading friend /potentia l customer are 

excluded because it is difficult to know the exact amount. 



Table 6 Distribution of respondents by amount and source of capital 

Capital . .source of capital _ . 

Personal Loan from Credit Tota l 
saving family/friend inst itutions 

<- 4,920 6 11 0 17 

Amount 4,921 - 5,000 2 14 0 16 
of 5,001 - 5,500 3 28 0 31 

Cap ital 5,501 - 5,540 2 0 0 2 
5,541-5,700 4 12 0 16 

--~--- ---
_ 5,701+ 9 3 2 14 - - ---- -

Tota l 26 68 2 96 
'- - . -

Mean cal2 ital _._-- - - .- - - -- ~37!c?5 
fIi1inimum capital 4,240 
Maximu.r:n capital 10,170 

Source: Own survey (2006) 

As ind icated in table 6 the source of capita l for most participants was money on 

loan from their family, fri ends or relatives, which is 70.8 %. The rema ining 27.1% 

and 2.1 % respondents brought their startup capital from their personal saving 

and micro - credit institutions respectively. 

Obtaining this capital was a difficult task fo r most participants 58 .9% respondents 

said it was difficu lt to obtain the sta rtup capital. 30.5% respondent indicated that 

it was not difficult not easy to obtain the finance . Only for 10.5% respondents , 

obtaining finance was an easy task. From this, we can conclude that obtaining 

5000 birr is difficult in countries like Ethiopia according ly the startup capital for 

this business is a little bit higher from the economic standard of most population . 

Table 7 Distribution of respondents by the difficulty to obta in the startup Capital 
~- - --

f-- -~-- . -- Qiffi cLJ~Y to 2~ta~n 
Not easy 

Total --_.-

J=asy not difficult 
- - - - -~- -

D ifficult 
.- - ~ - --

C1 <= 4,920 0 4 13 17 - - - - - - - -
(Banded) 4,921 - 5,000 3 3 10 16 

5,001 - 5,500 1 8 22 -31 
-

5,501 - 5,540 0 2 0 2 
5,541 - 5,700 3 6 7 16 - - - .- -- .~ 

5,70 1+ 3 6 5 14 - . - -- --- -- ._. - -
Total 10 29 57 96 ._ - --- - - -.-- -~----

Source.' own survey (2006) 



4.2.3 Products 

As exp lained above the startup capital was used for pu rchasing of company's 

product and services. The products sold by the company are numismatics 

(watches , pendants and coins) , vacations , technologica l and nutritional products. 

Their price ranges from a minimum of 1 OUSD to a maximum of 10,800USD (See 

annex II ). 

Most respondents purchased numismatic products (watches, pendants and 

coins) of the company with an average of 5371.65 birr to get involved. From the 

survey resu lt the majority (64.6 %) of respondents said, the product they 

purchased is not proportiona l with the price it costs The rema ining 35 .4 % 

respondents indicate that the product , the compa ny offer, is compatible with its 

price . 

Table 8 Distribution of respondents' belief on the compatibility of the price for the product 

Compatib le price for 
products 

Yes 
No 
Total 

Source: Own survey (2006) 

Frequency 
34 
62 
96 

Percent 
35.4 
64.6 

100.0 

Cumulat ive Percent 
34 .5 
100 

There are a couple of reasons that made the majority to think the products and 

services offered by GO I are not compatible with their pri ces. 

• First, they tried to sell the products here in the country's souvenir shops 

and other places; surpri singly, the price was reducing almost by half from 

its origi nal price. 

• Secondly, they knew what their 5000.00 birr would buy for them in the 

country and it was incomparable to the price of GO I numismatic products . 
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On the con trary , the respondents who refute the previously stated statement 

saying that the products and se rvi ces that are sold by the company are 

reasonable to their price tags by putting forward these reasons; 

• Most people compare the company's numismatic product with other 

ordinary and normal products, wh ich is not correct. If one compares the 

company's (GOI) product with other numismatic compa ny's product , the 

price is ve ry much less and reasonable. 

• The company is not putting to the market only watches, pendants or coins 

but there are other products and services of technological , vacation and 

life style categories. Therefore, we have to consider the entire products 

and services GO I offer when we compare GOI product with other 

companies' products . 

Based on the response from the research questionnaire, the price of GOI 

products and services is high for countries middle class population. However, 

they deserve the amount in other places, as one respondent sa id , "The products 

may not have a market in the country like Ethiopia but they deserve the amount 

the company sold". Having a market and havi ng a price are two different th ings. 

Therefore we can say th at GO I product prices are high and do not have a market 

in the country. Moreover, it was interesting to note that most individuals joined 

GOI business not to use the product or the service but to use the other. benefits 

the business . 

4,2.4 Time the participants give for NWM 

Since employees work eight hours a day, and another eigh t hours per day goes 

for sleeping , a remaining discretionary eight hours da ily are ava ilable. One 

employee might decide how to use this time , which amounts to 56 hours per 

week (8 hours x 7 days) economically and financially. It can be used to start 

one's own part-t ime business or the like . 
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According to many li tera tures , network marketing business wil l offer individuals 

flexib il ity. An individual can decide the working hours , total time for work, when to 

work, and how to work. He/she make his/her own decision and do not follow 

others . Individua ls can change or modify the time and process. 

Table 9 Distribution of respondents by the time they give for NWM 

Time (hr/day) Frequency Percent Cumulative 

<= 1.00 34 35.4 35 .4 

1.01 - 3.20 29 30.2 65.6 

Time They Gave for 3.21 - 5.40 20 20.8 86A 
the Business 

5.41 - 7.60 10 10A 96.8 

9.81 + 3 3.2 100 

Total 96 100.0 

Source: Own survey (2006) 

According to Wotruba (1989), most participants have done the business network 

marketing on a part-time basis. The survey result has the same conjuncture with 

this. As indicated in table 9 the majority (35 .4%) of respondents are doing the 

business for less than 1 hour per day, as a part-time business . 30.2% and 20.8% 

respondents answered that they are doing the business for 1.01-3.20 hours and 

3.2 1 - 5AO hours per day respectively. When we see the cumulative percentage, 

86A% of the participants are doing the business for less than 5.4 hours per day 

as in a part-t ime basis. 10.4% of part icipants are doing the business for 5A 1-7.6 

hours per day. It is only 3.2% respondents reply they have doing the business for 

above 9 hours a day, almost in their full -time. However, all respondents indicate 

they are doing the business as they like, they do not have fi xed working hours 

per day it is their average time investment. 

At this time , the majority of responden ts indicate that they are decreasing their 

time investment for this business by decreasing their business presentations, 
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business trainings and meetings and focusing on their previous/other business 

due to the cu rrent condition of the business. 

From this data, one can conclude that network marketing in Add is Ababa is done 

as a part-time job without altering the daytime job. However, many individuals 

think the business shifts human resources from productive source that is 

mistaken . 

4.2.5 Length of time in the business 

As we can see from table 9, the average time respondents have been in the , 
business is 1year and 5 months. The involvement time of respondents extends 

from 1month as a minimum to 3years and 1 month , maximum. If we have a look 

at the time category, 37.5% of the respondents were found within the time 

category of 5months and 1.02 years . The next largest percentage, 26.0% (25 out 

of the 97 respondents) is within the time category of 1.55 yea r - 206 years. 

When we look at the cumulative percentage 86A% of respondent were involved 

before 2 yea rs indicating the business is young for the country. Only 3 

respondents 3.1 % were found withi n the time category below five month. 

Table 10 Distribution of respondents by thei r stay in the business 
.. _._---_ .•. 

Time(year) Frequen ~ Percent Cumulative Percent 
<= .50 3 3.1 3.1 
.51 - 1.02, 36 r---- 3i:5-------·------ 40.6 

.. - -_. . .... - - _ ._.. ---- ~ .. __ ._--
1.03 - 1.54 19 19.8 60A ----- .. _._-------.- -~--..... _--
1.55 - 206 25 26 .0 86.5 
207 - 258 __ _ . . ._-- - -- 8 8.3 94.8 

.. --- ------ _._-------,------
2.59+ 5 5.2 100.0 ----- - _. ----- -----
Total 96 100 

0-_- .- -- ...... _--
. Mean leng!,t1 ()f time 1 yea r & 5 m0l'!!~_ 

1 month Minimum _ . . -- -- . 

Maximum - - -- -
Source.' Own survey (2006) 
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In general , we can conclude that the business network market ing is young and 

new for our country. When we see the trend , on the number of participants with 

time category, around 3 years the idea NWM was fresh for our country as a 

result participation of individuals in the business was little. However, the 

participation was increasing since 5 months prior to data collection period (Sep­

Nov! 2006). It is in this time range the business raised the attention of the 

country's population, the media and the government. Afterward, the business 

was decl ining due to many reasons, which will be discussed later. 

4.3 General Business Environment 

4.3 .1 Business situation 

The fast growth of individuals ' involvement in the business GOI in the country 

raised the public as well as the government concern , and the media attempted to 

expose the advantage and danger of the business for the public. In view of this, 

questions were arranged to assess the general business environment in Addis 

Ababa. The data produced from the survey indicates that the current situation of 

the business is strugg ling to survive. The causes for the current situation 

explained in the below table . 

Table 11 Causes for the current situation 
- - -- ---

Cause --- - - - -

Legality 
Media 
False information 

---~-

Religious case ------ -~-

Affordability 
Awareness of the people --
Delay in product deliverL _____ -
Market saturation -
Low qual ity/standard of product 

Source. Own survey (2006) 

Freque.ncy Perc 
44 
50 
22 
42 
23 
26 

1 
5 --.- --
2 

-

_. -
entag~ 

45.8 
52. 1 
229 -. - - -
43.8 
24.0 
27.1 

-
1 

- IT 
2.1 

•• The table shows the counts on responses, the question has multiply response. 
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As we can see from table 11, the majority (52.1 %) respondents said that it was 

due to bad or fa lse information released about the business through med ia. In 

mass media 's like rad io and newspapers, to increase the pub lic awareness about 

the business, there were discussions and debates. However, according to the 

respondents, most pa rt icipants of the prog rams do not have a deep 

understanding about the business NWM or GO I and transfer information, without 

any study or research on pros and cones of the business , as a resu lt, the current 

situation was happened. 

45.8% indicate that it is due to lega lity issues. In the country, the business does 

not have rules and regu lations for its operation in the lega l framework . 43.8% 

respondents sa id it is because of relig ious case. Almost all Muslim , Protestant 

and some Orthodox Christian responden ts indicate that thei r relig ious leaders 

disal low the business because individuals participat ing in this business mostly 

focus the ir hopes and dreams upon wea lth as the answer to their praye rs lose 

sight of gen uine spirituali ty. 

For 27. 1 % of the respondents, a major reason for current situation is the low 

leve l of awareness in the country's population about the business network 

marketing, as explained ea rlier; the business is new for our country's population 

only 3 years. 24% respondents cited affordabi lity of startup capital , 22.9% and 

1 % respondents respond false information distributed by up- li ne ' leaders 

intentionally or unintentionally and delays in the delivery of company's products 

are the major cause for the cu rrent situation respect ive ly. 5.2% respondents 

mentioned market saturat ion; however, market saturation is not a rationale for 

many respondents by pulling reason s like birth rate, expanding the business 

abroad etc. 
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4.3.2 The seriousness of the problems 

In section 4.3.1, the reasons for the current GO I business situation were 

discussed; the seriousness of the above causes based on respondents' 

confidence will be discussed in this section. 

Table 12 Distribution of respondents ' confidence by seriousness of the problem 

No Minor Moderate Major Very sever Total 
problem problem problem problem prob lem 

Problems 
Count Count Count Count Count count 

Delay in product delivery 8 19 42 17 9 

Low quality / standard 41 14 17 14 9 

Awareness of the People 5 24 18 43 

Media 1 5 30 35 24 

Affordability 1 5 22 28 39 

legality 8 12 16 33 25 

False information 25 4 10 23 32 

Market saturation 39 23 19 11 4 

Religion 59 9 4 2 21 

Source: Own survey (2006) 

As ind icated in table 12 the majority of respondents 43 (44.4%) put awareness of 

the people about the business as a very sever problem . Our population is only 

familiar with face-to-face transaction , 'paying the bills and taking the product paid 

for immediately'. However, NWM is a method of se lling products and services 

through e-commerce. An individual will receive the products or services he/she 

purchased not immed iately but after some time ; as a result accepting this idea 

may takes some time by most people . 

The second largest sever problem is affordability of products and services of GOI 

wh ich is indicated by 39 (40.6 %) respondents . First, as mentioned earlier in 

section 4.2.3 the price of the company 's product is high as compared to other 

96 

96 

96 

96 

96 

96 

96 

96 

96 



products. Second , even if the price is compatible with the company's product 

offer, 5000 birr for th e majority of Ethiop ian is far above the ground. 

Media also a major problem indicated by 35 respondents . As indicated earlier, 

most participants of the programs and debates conducted on media provide their 

persona l view without any tangible evidences/studies. Delay in product delivery 

was answered by 9 respondents as a major problem , because of the 

unavailabi lity of rules and regulation, GO I products were not imported freely , the 

products reached to its buyer by the hosteses and by the persons coming from 

abroad after a wh ile . 

False information distributed by up-line leader whether intentiona lly or 

unintentionally also a major problem as indicated by 32 (33.3%) respondents. 

The information believed , the product wi ll resa lable to the company (on ly by 

reducing the shipment and hand ling fee eq uals 60USD) immediately, if an 

ind ividual do not wa nt to do the business is distributed by participat ing individua ls 

intentiona lly or unintentionally to prospective customer. This information gives 

confidence for many individuals to join the business . However, in the company's 

policy and procedure such kind of agreement was not written as a result 

ind ividua ls are losing confidence on their up-line leaders and the company as a 

whole and decreasing their activities on the business . 

25 %, 21 %, 9% and 4% of respondents place legality, re ligion , low 

quality/standard of the products and services, and market saturat ion is major 

problem respectively. 

4.3.3 Competitive forces 

Competitive forces have a dramatic impact on marketing strategy. One 

competitor may lower pri ces in an attempt to capture more market share. 

Another competitor may invest more in research and development in hopes of 

generating new products and establishing their position in the market place. A 
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third competitor may beg in to bypass traditiona l channels of distribution and sell 

directly to consumers through manufacturer owned retail outlets or conduct direct 

selling via the internet and etc, thereby strengthening the va lue of its brand and 

hopefully lead ing to increases in sa les. Competitive forces can affect all aspects 

of marketing mix and marketing strategy. 

According to the survey result, almost al l respondents indicate that the major 

competitor for Gold Quest International is domestic network marketing 

compan ies. Recently the competition is increasing due to an increase in the 

number of simi lar business. 

Tab le 13 Two most important advantages competitors have over GQI 

-------- ~-

First factor Second factor -
perc~n rs count Percent Count 

-
Important Facto 

6 6.3 16 16. - ---~---------- - --
3 3. 1 13 13. 

- -- --- - - .. ~--

Belter location 
---- - - - -- '---c--c-"-
Better p~od~ct delivery 
Lower cost 70 72.9 9 9. - --- ------ -- -- - -------- -- --- - ._--_._- - --
Beiter access to business information 3 3. 1 5 5. -- . ------. ._---
Compatible price for [l!odu cts 1 1 18 18. 
Belter skill/traini~g 1 1 7 7. 

12 12.5 28 29. _. ----------
Le ality __ _ 
Tolal 96 100 96 10 .. -~ .. 
Source .' Own survey (2006) 

t 
7 
5 
4 
2 
8 
3 
2 
o 

Questions concerning the two most important factors the competitors have 

advantage over Gold Quest International indicate that the majority (72 .9%) sa id it 

is lower cost. Most domestic network marketing company 's startup capital is 

between 300-600 birr only; it is affordable and inexpensive as compared to GQ I 

therefore , these companies have a belter opportunity to sell their products fo r 

many individuals and individuals have a confidence to invest in these company's 

because they wi ll only loss 300-600 birr if the business fail. The second most 

important factor is a legality issue that is mentioned by 29.2% respondents . In the 

country, GQI does not have rules and regu lations for its operation, however, 

most domestic network marketing companies obtained thei r legality as a 

commission agent. Therefore , individuals feel security when they work with these 
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compan y's because they have at least a license for work ing as a commission 

agent in the coun try. However, in general there are no rules and regulations in 

the leg al fram ework concern ing this kind of business . 

When we compa re the GO I products with that of its competi tors by quality , price 

and model the majority respondents (58 , 76 and 73 out of 96) indicate that GOI's 

products are much higher wi th th at of the domestic network marketing companies 

respecti ve ly. 

Table 14 Comparing GO I products with competitors 

No Slightly Much Slightly 
difference higher hi g he~ _ lower 

- -- --
Count Count Count Count --_. -- - - - - --- - . -

OlJa~ty of mat~ r i al 8 11 58 5 
Price 1 10 76 5 _. - - . 

Model 3 5 73 1 --
Total 96 96 96 96 

- - - - - . 

Source. Own survey (2006) 

4.4 Network marketing and socio economic dynamics 

4,4.1 Education , Sk ill and Training 

Much 
lower 
Count 

2 
1 

-

10 
96 -- -

Do no 
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-

-
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nt 
o 
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3 
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Education has parallel corre lation wi th growth and productivity of a business. 

Education fo r business is vi tal from the point of view of efficient use of market 

information and abi lity to analyze their fu tu re effects in the business . The survey 

result also indicates that educationa l practices or experiences respondents got 

have strong ly supported their business of greatest number of respondents 

(896%) or influenced their business positively. However, only 10.4% (10 out of 

96) has expla ined they do not get any benefit from the education. This implies 

that neither they get education, which complies with their business acti vity, nor 

they attend any education useful to their business . 



If train ings are appropriately managed , it can assist lot of people who are 

inadequately skilled or lack the skills required for their business growth (Mu lat 

and Wolday , in Wolday et al. 1997), the main purpose of training in NWM is to 

improve the knowledge of distributors and provide a plat form for distributors to 

provide prospective distributors or customers to a place so that they can lea rn 

more about the company and the product. 

The training given for prospective customers include a presentation on the 

background of the company, its product and the compensation plan (the 

commission payment method) , as well as the sharing of experiences of currently 

successful participants to motivate them to join the business. Former participants 

as well as the company gave these trainings . The company prepared regional 

events , like the one that is held in Sheraton Addis a year ago for about 800 

individuals. These kinds of trainings are large on scale, attended by distributors 

from allover the country for the purpose of recruitment , promotion, and training ; 

in these trainings, loca l leaders and company officials participate . 

As we can see from table 15, almost all respondents took training before they 

joined the business . The training almost all 92 .7% respondents obtained before 

their involvement is focusing on the company, product and compensation plan. 

15.6% and 9.4% respondents took trainings on technical tra in ing and business 

management training in addition respectively. 7.3% respondents had taken 

training on personal development and how relationships are built easily. 

However, most participants have not taken trainings on leadership , marketing 

courses (how an individual invite a prospective customer and present the 

business ... ), money and time management before his/her involvement indicating 

that training s given for participating individuals and prospective customer are 

different. 
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Table 15 Tra in ing respondents obta ined before & after joining the business 

- - --
Train ings 

--~- ----_. - -----
Count Co% 

The company, product and 
compensation plan 89 92.7 
Techn ical training 15 15.6 
Business management 9 94 

-----
Marketing courses - -

Training Personal develo[2ment 5 5.2 
types Building relationshi[2s easil )' 2 2. 1 - --- -- -

LeadershiQ - ---- ---
Money and time - -
management 

Constructive Yes -- -~---

training No 
.------~- .- - -

Source. Own survey (2006) 

-

--- - -
Count Co % .---

43 
-

29 
9 

71 
43 
6g 
58 

93 
3 

44 .8 --

---
30 .2 

4 
74 
4.8 
U.8 
1.4 

r -· 
9 

4 
7 ---
6( 

---
96 

- -
3 -_ . 

.9 

.1 

.. The table shows the counts on responses. The question has multiply 
responses; an individual may take several training before or after in volvement. 

The tra ining that the partic ipants obtained after join ing the business is focusing 

on personal development, leadership and money and time management. As we 

see from tab le 15 the majority (74%) took trainings on personal development 

tracked by 70.8 about leadership , 604% on money and time management, 

44 .8% on bui lding relationsh ips easi ly, 44 .8% on th e company, product and 

compensation plan , 30.2% and 94% on business management and marketing 

courses respectively. 

In rela tion to the importance of these train ings for their business, the majority of 

respondents 96.9% responded positive to the trainings . It gives them the proper 

guideline on what to present and how it should be presented. In addition , these 

trainings changed their way of doing their previous business as well. The rest 

3.1 % of the respondents replied the tra inings do not have any importance for 
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them. This is may be because they are not doing the business after joining or 

they are either not getting the training, which is important, for doing the business. 

Inline with the above matter, one genera l conclusion can be drawn with the 

indication that the trainings given in network marketing business are helpful for 

doing the business as well as in real life situations. A more general conclusion 

can also be extracted that one of the benefits on network marketing is getting life 

changing training. 

Case presentation one: 

My name is 'Muhaba Sorbela'** I am 24 years old. I have a diploma in purchasing 

and supply management from Addis Ababa commercial college. I have been working 

in private company since five years ago. 

Before two years one of my relative introduce me to NWM business which I do not 

have any hint about it. At that time, I was in need of money to do something very 

important on my life. The one who invited me to the business is my close relative so 

that I do not have any choice except to accept and start doing the business. 

At that time I was able to pay the startup capital from my personal saving, this 

helped me to start the business immediately. The business was new and i( was just 

the beginning. I have got a hope and motivation to do the business and fulfill my 

short and long term goals. 

My first month business growth was normal and promising. However, when time 

goes it was not in my expectation. When I started, NWM my expectation was that 

NWM would brings me a faster income relative to other businesses. Therefore, I can 

solve my financial needs. But it did not happen, however, I have got a lesson that to 

have a financial goal and to achieve it by any means. 



As far as my understanding of the business NWM have a lot benefits more than 

money. One of these benefits I got without my expectation is to have a lifetime 

friends. It is a gift to meet people and make them your close friends. In NWM, I have 

got friends who talk about life and about ideas. 

The other benefit that NWM gave me is an opportunity to read books, to allend life 

changing trainings and practical experiences which I never have a chance to learn it 

in any other educational institutes. These parts of the business make me interested 

to explore more on these benefits. This enables me to do the business. Using these 

ideas, I am trying to change my life. NWM thought me new ideas about money and 

time management, vision, teamwork and many other related topics. It is a 'wake up 

call in my life '. 

The bad experience for me in NWM was the one that happened with my few 

partners in the business. Due to the misunderstanding and/or the misinterpretation of 

information, they were expecting too much and fast incomes immediately. However, 

it does not happen as a result they try to blame the business and me, which affects 

our relation. 

In general, in NWM I have got many benefits or experience I was doing NWM 

business as part-time job and still am doing my day job so I can say that I lost 

nothing rather I benefited personally 

Even now if the populations understand the true concept of NWM, modified to our 

countries situation and done within the right ethics of the business. For me NWM is a 

beller business idea. 

At the end of the day, I am trying to apply what the business thought me and I am 

trying to put into action in other fields. I hope I will succeed because the education in 

NWM was practical. I really do not know what is going to happen next. 

** His real name based on his consent, Jan 2, 2007. 
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4.4.2 Financial benefit 

Most NWM programs reveals a pattern of excessive incomes accruing to 

relatively few top distributors at the expense of hundreds and even thousands of 

down-line distributors who even with diligent effort go away empty handed (Tyler 

2006). While others say, in linear income or in other jobs, individua ls are paid 

when he/she work . However, in network marketing individuals wi ll be paid even 

when they do not work. They wi ll get residual income from the effort they put and 

work they did in the past. In this respect, questions were arranged to know how 

many of the participant benefited financial ly. 

The data produced from the survey indicates that around 97% of the respondents 

do not benefit financiall y from the business in general. This is consistent with 

Richard (2004), according to him In NWM some ind ividual distributors have 

earned and enjoyed long-stand ing residual income fortunes. Most individuals 

who pursue bu ilding a network marketing business , however, give up before they 

see the level of success they hoped for. 

NWM businesses are commission business ; individuals advertise a product for 

potential customers, if the customer buys the product, then he/she will get th e 

commission for hi s/her advertisement. In th is case , individuals' who sell a lot of 

product makes a lot of money. If not, they do not make much money. Individuals 

who build a good-sized down-line will increase their income exponentia lly . 

However, individuals who are not building a good-sized down-line will decrease 

and suffer their paychecks . If an up-line individual train his/her down-line and 

help them to succeed, th en they will put money in the up-lines pocket. Therefore, 

we can conclude that down-line number is directly corre lated with the fin ancial 

benefit an up-line individual obtained. In relation with this , questions were 

arranged to know the number of down-lines the respondents has in order to 

estimate the financia l benefit the respondent got. 
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Table 16 Number of down-line the responde nt has 

Number of Count Percentage Cumulative 
down-l ine partner - -- - - - - ~ percent~ge -

<= 2 16 16.7 16.7 
I-- -- - ,--- - -

3-7 14 14.6 14.6+13.5= -- - -
8 - 11 13 13.5 28.1 
12 - 15 13 13.5 13.5+13.5= 
16 - 27 13 13.5 27 

-
28 - 92 14 14.7 14.7+13.5= - - - ---- - - ._-

93+ 13 13.5 28.1 
Tota l 96 100 

Source. Own survey (2006) 

From the su rvey result , the number of down-line partner the respondent's has 

ranges from a minimum of zero to a maximum of 4500. 13.5% of respondents 

have a number of down-line partners of 8-11 , 12 -15, 16-27 and over 93. The 

largest numbers of respondents (16 .7%) have below two Down-line partners. The 

second largest group fall s under the number of 28 - 92 Down-l ines. 

As mentioned earl ier, GOI uses binary compensation plan to pay commission for 

customers who qua lified for commission. The primary limitation of GOI binary 

plan is that distributors must ba lance (3left &3right) their two down-line legs to 

receive commissions. If we assume the number of Down-line partners are found 

in ba lance in both sides (left and right) of the respondents. 16.7% do not get any 

financial benefit. 28.1 % (14.6+13.5) % of respondents got an average of :: 250 

USD and 27% respondents got a USD 250 to 1000 (average 625 USD). The 

rema ining 28.1 % respondents have got a USD ::: 1000. 

However, from the survey result most participants did not benefit financia lly unti l 

the survey was conducted and do not have an expectation to get it in future due 

to the current situation, mentioned in section 4 .3. Only three participants 

responded they obta ined what they expected related to finance. 
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Moreover, the majority of respondents who have a Down-line partners indicated 

that their Down-line col laborates/partners were not benefited financially from the 

business. 

In NWM, most literatures reveal that individuals will obtain financial freedom 

within 2 years if he/she works hard . However, from the survey result the majority 

respondents (97%) including those above 2 years did not benefited fi nancially 

indicating that making money in NWM requires extraordinary time commitment 

as well as considerable personal skill and persistence beyond the sheer hard 

work and talent required. 

Case presentation two: 

My name is 'Wabi Taddese'**. I am 24 years old. I joined / signed up in Quest 

International business just before 1 year and 5 months. 

I was a student before I signed up to this business in Bahirdar University. Just 

after my graduation , my friend told me about the business. After he finished his 

presentation, I was velY glad aboul the business and I showed my interest 10 

sign up but I was short of money to do that. I told my sister to help me and I 

promised to her I will pay it right after 6 months. She agreed to give me the 

money and I started the business. 

After I joined the business, I tried all my best to do the business successfully for 

about 9 months I had nothing to do except this business. 

It is said that 'success is a journey'. I believe it too. I could not say I am 

successful or I am not successful. When I was presenting the business to my 

prospects, I have been telling them that there are around 9 benefits of the 

business as I was presented too. Getting all of them is very nice thing but 

everybody will have at least three of them as a motivating factor before starting 



this business. My primary motivating factors were financial freedom, helping 

people (others), personal development and time freedom . 

As I explained earlier, I have been trying so much and I paid, a lot scarifies to get 

them. From the benefits I expected, I got two or more; which are the most of all I 

think. Joining the business was a turning point in my life. 

It is after this business that I define my values, life principles and my 

dream/vision. Now I know what I have to be. Therefore, I will search ways Ihal 

can make me what I want to be. 'If Ihere is a will there is a way'. 

Beside I have a benefit that I never expected, meeting new people. I have friends 

I never dreamed of before Quest Net. Meeting these people can make me to 

grow more and more. I can say we have similar dreams. So birds of the same 

feather flock together. They can help me to grow and I will too. 

In my stay in the business, I dedicated 1hr a day to help others to make them to 

do the business. 

All in all the business helped me to develop a winning attitude; which is the besl 

of all but one thing not to forget is I feel my family lost there confidence on me . I 

afraid anybody not to ask me about the business I lost my faith in the business. 

This is because the people around me believe in big money, which I did 1701 

have. They need to see the money I earned from the business not the personal 

development I have. 

Therefore, whenever they asked me about the money Ihey gave me for the 

involvement in this business, I lied and I will lie until I pay them back by the 

mentality this business gave me. 

** His real name based on his consent, Jan 5, 2007 



4.4.3 Employment opportunity 

It is believed that network marketing create emp loyment opportun ity for those 

who do not have job and part-time job for those who have daytillle job. 

Conversely , NWM make individuals to leave their work , shifts the productive 

hUlllan resource to unproductive sectors, and se riously affects the production 

capacity of the country. Concernin g this , questions were arranged to know what 

the participants have been doing before their involveillent and the business 

illlpact on their previous work. 

Table 17 Distribution of respondents by previous occupat ion 
Sti ll worKing------ Torar-- -

Previous occupation Yes No Tourll'Co°ro----
1------ --- --~- -- ~- --U nempjoyea---- - 20- - 2U:-8 

-Uaily wage TalJorer - -- -1 ---T ---3- I-----TT 

-Tn schoonearn lng iT ----1T -_. - 24- !----Zs:-O-
._---_ ..• . _- ~ - ----- - ~.-----~--. 

Working In a 2 2 4 4.2 
Work ing before 

publiC sector 
- - . ~----~ - - - - - -----

involving 
-WOrKing In simila r 12 1 13 13.5 business 

in th is business "Elllp l~ed in un 
- - - -

relate business 18 4 22 22.9 

- -- - - ---WorKTilg-on- unpaio 
5 4 9 9.4 faillily business 

-otFier --- - - - 1 - 0 1- -- 1'0 

Counr --- --------50- - 26 ----

Total I-'ercen!age 6'5:'8- - 34:'2 

Source.' Own survey (2006) 

Frolll the survey result, regarding the type of work they were engaged in prior to 

their invo lveillent in this business is that; a good proportion of (25%) respondents 

had in school lea rning and 22 .9% of the respondents had been eillp loyed in 

unrelated business . 20 Out of 96 are uneillployed; they were not participating in 

any kind of business before. Only 4.2% of the respondents were eillployee in 

pub lic sector. 3.1 % were wage laborers and 13.5%were worki ng in silll ilar 



business . One respondent said he is engaged in both lea rning at the same time 

runn ing unrelated business. This shows the business created employment 

opportunity for 20.8% respondents and for the remain ing part icipants the 

business created their own and additional business opportunity. 

From the respondents who participated in any of the seven choices excluding the 

unemployed one , 65 .8% continued doing their previous business after joining 

NWM. Out of the remaining 26(34%), 13 respondents were students and they 

were done wi th their educat ion correspond ing with doing the business. The 

remaining 13 respondents replied tha t they quitted their prevIous business 

because they thought NWM was profitab le with full -time commitment. 

From the result, one can conclude that NWM business is done as a part-lime 

business for most participants who have jobs and created an employment 

opportunity for those who do not have job. Moreover, network marketi ng in Add is 

Ababa is done without altering the 'daytime job and not sh ifting human resource 

from productive source. 

4.4.4 Meeting new people 

In NWM , individuals can work with people from any country and working in 

different geographical areas. Individuals can contact th em through the advanced 

commu nication method at any time and can have people work ing from different 

countries. Therefore , we can conclude meeting new people is one of the benefits 

of network marketing . 



Table 18 Meeting opportunity with new people 

- - --
Response 

Is the business Yes 
created opportunity to No 

---~ 

meet new people Total 
-------

count~percent j 
94 97.9% 

- - ------
2 2.1% 
96 ___ ~~~-_--

Source: Own survey (2006) 

According to the survey result almost all respondents (97.9%) said the business 

help them to meet new peoples from different ethnic background and religious 

belief. The remaining 2.1 % indicate it does not help them to meet new 

individua ls. It is because either they do not work the business after signed up or 

they joined the business rece ntly ~ 

Meeting this peoples enable the respondents to share their ideas, views opinions 

on different topics and help them to acqu ire different knowledge 's and in 

formations. 

Case presentation three: 

My name is 'Tsedey Hagos '**, 22~ I am working financial related things in a private 

company in my daytime and attend my college education in Accounting. Now I am a 

third year student. It has been one and half year since I started to work network 

marketing with a company called Gold Quest International Ltd I was told and 

in troduced by my close friend He took me to their office and presented me the 

whole essence of the business with in one hour. I was amazed by the business and 

as a result, I get my self-busy on searching for more information from other friends . 

Even I started to visit the office regularly to I{fl OW more about the origin of NWM At 

last I realized that I could it is a simple business to do. Moreover. I believed thai this 

business could change my life very quickly 

In order to start this business a minimum of 5000 birr is needed and to have that 

money I either should ask my family or should get loan from my brother. Lastly, I 

asked my brother to lend me that amount. He was unwilling to do that since he could 
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not understand the business. I strongly tried to convince him give me that money. He 

was tired of listening to my argument, now and then, and he determined to give me 

at last even if he was unsure of profitability of the business. 'I know that u will lose 

your money, so please do not ever ask me money for this business' was what he 

said to me. I assured him I will pay his money by doubling the amount. The moment I 

get the money, I went for registration without giving any concern for the type of the 

product. I did not even care about the delivery of my product since my prior objective 

was to begin the business as early as possible. I did not start the business for 2 

months after I joined the business. I took various trainings sessions on the business 

to have a broad understanding about it. Within three months time I introduced the 

business to my best friend and she registered under my line after all I briefed her 

every thing about it. She did not have a clear picture of the business, but she 

developed confidence upon me as we agreed to work together and go for changing 

our lives. 

I invited many people to join the business, they loved the business; some arranged 

to join while others simply attend the presentation and trainings and they disappear 

In this situation, 7-8 months have passed. I was not disappointed by the business 

though I had great expectation form it. The experience I get from the business was 

beyond my expectation and I make my self believe that I can have the money if I 

worked hard. All I needed was the experience and sharing of ideas with friends. 

Meanwhile, the business slows down, the training that would be given in daily basis 

lessened day after day Finally, the training stopped and the office closed. Even 

some of our leaders went for other types of businesses. I had produced good friends 

of my life whom I think I would never depart from them since we had good as well 

unforgettable times in the business activities. Unfortunately, we all dispersed and I 

was questioning my self why that was happening since we all have had strong 

relationship. I know that there is no problem with the company The company is 

even providing new products for its customers by making the business very simple 

ever before. 



I have had good impression of the business until now but I do not have a strong 

conviction on the business as ever before I also think that the business was not 

studied well from the outset as what we are told will happen and what we see are to 

the contrary. In fact, I can say that I had every thing from this business though I 

could not earn money out of it. More than every thing, I found myself in the business. 

Wh at is bothering my mind is my friend 's money since she has extracted nothing 

from the business. I am hoping that I will pay compensation for her money sometime 

in the future. For the inappropriateness of the business, we all are blamed since we 

quit working the business without letting many people benefiting from it. 

Presumably, if the business is still going many people might be benefited or do many 

more might be hurt? I have no answer for this question. What I feel is I am not 

among those who are hurt, but from those who are benefited. Though I did not earn 

money from this business, I found my self in it, after all. 

** The name is fictitious for confidential, Feb 2, 2007 

4.4.5 Friendly relationships 

Most literatures revea l that network marketing is very defin itely a relationship 

business and each relationship typica lly starts out with two complete strangers or 

individuals who never met before. The relation bui lding aspect of network 

marketing is of vital importance to the success of each individual member and to 

the team as a whole because building a friendly relationship with their business 

partners will create strength and long-term stability in once organization. After al l 

individuals are working to build a long-term residual income, an income that , they 

want to last. 

Table 19 Building relationships 

Bui lding relationship! strengthen the 
exist ing friendship 

Source. own survey (2006 

._------- - -----:::-------,-
Re_sponse Count Percent 
Yes 78 81 .3 
No 18 18.7 
Total 96 100 
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From the survey result , the majority (81.3%) of respond ents indicated that NWM 

help them to build a new relationsh ip wi th new peop le they met. Only 18.7% 

respondents answered the business did not help them build new relationship . 

These relationships are important for most respondents in a way that it helps 

them to acquire new knowledge and they can support each other's in times of 

need . 

4.4.6 Friendship strength 

Network marketing has an important role in promoting friendly-relationships 

between individuals who are working together to ach ieve their personal dreams. 

As we see earlier, it helped most respondents to build relationships with new 

peoples. However, outsiders may exclude from the use of the network resource. 

Table 20 Respondents ' fri endship strength 

A fter 50fhJoin ----- --y ousigrl,""" yOLiTfriericJn-6t ­

-Decrease I Same Increasing Decrease Same -· lric-reas ing 

Friendship r Counf - 16 - 24 58 71 18 7 
strength i-oro- --- f6T ----25 604 74 18.-8 - 7.2 

Source: OWIl survey (2006) 

To the question concerning the effect of the business on the existing friendship , 

most (60.4%) respondents replied the business strengthened their existing 

friendship with their fri ends who signed up. Strengthen ing in their friendship is 

due to the increment of their daily contact for doing the business presentations , 

meetings and etc. 25% respondents indicate their existi ng friendship with their 

friends remained the same and for 16.7% respondents the business leads them 

to decrease their existing friendship , as a result of what the respondents told their 

friends before thei r involvement and what is happening was poles apart due to 

various causes explained in section 4.3.1 and 4.3 .2. 
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In addition , as we see from table 20, most respondents (74%), repl ied that their 

friendships with their previous friends, who were not participated in the business. 

was decreased. It is either because the participating individua ls gave most of 

their time for the business and for individuals who support them to do it or the 

participating individ uals presents their business to their friends and may be 

rejected . As a result , it creates trust problem and ra ise a question of "why does 

not he believe meT and leads them to decrease their existing friendship . 18.8 

of respondents reply their involvement in the business did not affect their 

friend ship. Only 7% respond their friendsh ip was increasing. 

Case presentation four: 

My name is 'Kebede Mama '" I am 26 years old and working in family business. 

I heard the business 2 years ago from a friend of mine whom I loved most. After 

he told me the business, I decide to get involved I borrowed money from my 

brother. My brother gave me the money withoul deeper understanding of the 

business I remember what he said when he gave the money "I don 't understand 

the business well if you believe in it I will give you the money in the afternoon I 

have a confidence on you ". Then I joined the business after a week. 

At that time my expectations was to become rich quickly after 5 or 6 months. 

When I see anything great like beautiful cars, homes and etc. I do not surprise 

that much because I have a confidence to buy them from the income I thought I 

would get soon from the business. 

I told Ihe business for more than 18 of my close friends. None of them was 

joined. I have an expectation that the business will move fasl bul il do 1701. 

However, even if Ihe movement of Ihe business was as I expecled I received my 
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first 250USD after 2 and half month of signing up. This increased my trust on the 

business and I became committed. 

We (me and my Quest friends) were rented an office and started doing the 

business in full concentration. Most of my down-line partners are my families 

and close relatives. They signed up because they trust me very much not the 

business. Before 8-9 months ago, the business was at good movement however, 

the business activity is decreasing due to different reasons. 

I benefited financial from the business but not that much. Almost no families and 

close relatives who signed up under my network by trusting me were benefited 

financially. These create a tension on me. They do not think the company or I 

cheated them. They complain themselves for not doing the business. 

The business gave me a little finance, more importantly it teaches me many 

important life educations on how I can easily interact with people it creates an 

opportunity to meet different peoples who have different ethnic background and 

religious belief It gives me friends who I call them my hero's because they 

thought me many things they share many ideas and in formations. 

Lastly, I am not getting what I expected to get related to finance. I do not have an 

expectation to get it in future from this business because of the current situation. 

However, I have a great belief in the business it will change the lives of many 

people If the conditions are corrected like its legality in the country and so on. 

The thing, which I lost from the business, is my relation with my friends who did 

not join the business. It is decreasing. When they see me, I do not know the 

reason but they do not feel comfortable. I think this is because they have 

ashamed of themselves of not joining the business but it should not happening 

like that because they have a right to decide anything they like and Failing to get 

the startup capital is not only their problem. 

To generalize, NWM gives me all things except financial freedom. 

** The name is fictitious for confidential, Feb 5, 2007 
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4.4.7 Cred ib i lity 

Cred ibility is the belief or confidence that one party has in the rel iability, integri ty 

and honesty of another party. It is the expectation that the cred ibi lity one places 

in someone else will be honored or it is a relationship in wh ich one party bel ieves 

in anoth er to be knowledgeable about a given subject. Credib ility are essentia l 

W hen we bui lding personal networks. People have to believe that an individual 

shou ld know what he/she is talking about, that an individua l should have 

accurate in formation and expertise. An individual w ill never create faith unless 

his/her sus tained behavior parallels what he/she say. 

Building credib ility can take so long. People are waiting to see a long-term , 

consistent pattern of behavior that is congruent w ith what an individual have 

been telling them. As explained ea rli er most of the respondents brough t their 

startup capital on loan from family, friends or personal contacts. When they took 

the money, they thought that they wou ld pay it after a maximulTl of 5-6 Illonths, 

and made a promise for their lender within 5-6 months. However, it was not 

occu rring; they were not repaid their startup capita l for the lenders. 

Table 21 Returning startup capital 

-.. --- ----
Returning loan 

___ ~a_rtu~ cap ita~ ___ _ Yes No Total 
---_.- - .--

Source .9wn_saving'------,c---c-_1 
of On loan from fami ly 

0 0 0 
-

11 57 68 -- --- ~----

cap ital Credit institutions 1 1 2 
-£ount ______ 

1 
Total Co % -==._---'---

Source.' Own Swvey (2006) 

-- - -- ------- ---------
12 58 70 

18.3 82 .9 100 

"The total number of respondents was 96. Previously, as indicated in table 6, 26 

respondents brought their capital from their own saving. That is why the total 

number here is 70. 
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From the survey result the majority (829%) of respondents rep lied that they 

could not repay the money they loaned; as a result, they are unable to keep their 

promise they made before Being incapable to keep their promise leads thei r 

lenders to drop their faith /trust on them and unwi lling to lend any additional 

investment for any other business. Only 12 out of 70 respo ndents indicate they 

repay their initia l loaned capital for th eir prospective lenders . 

In general , most participants of the business were unable to keep their promise 

made of returning of the money in 5-6 months leads them; not to participate in 

other investment that needs capital because their family , friends or relatives will 

not ready to loan money. In addition , the respondents , them selves, lost their 

confidence for asking additional money for other investment. However, this 

problem is only for GOI because the startup capita l of other NWM companies is 

low, not more than 600 birr. 

Case presentation five: 

My name is 'Tade/e Abera " ', 26. I am an employee in a private company. I 

started the business 1.8 years ago. I was involved in the business because my 

close friend told me and I saw the opportunity 

/I was hard for me to get the startup capital. Because I am working with my father 

and the capital for our business was a little bit above 5000. I tried to convince my 

father to invest this money in the business network marketing. However, my 

father does not agree with my idea. Finally, after a long trial my father gave me 

the money and started the business after 2 month I heard. At this 2-month time, I 

developed my knowledge and understanding of the business through reading 

and attending different trainings. 

After joining the business all my families expense covered by me because, I too/( 

all the money and invested in the business. My falher was siled at home (we 
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close what our previous work) . In general, all my families put their hope in the 

business and me. 

At the beginning, my up-lines helped me by giving money and one down-line, it 

was a motivating activity for me at that time. I was doing the business in a full­

time basis and in full concentration. I received my first QSC which is 50$ after 3 

week. It increased my trust on the business and to become committed. 

Now I have a down-line more than 200. I got some financial benefits from the 

business. However, some friends whom I made them to involve and does not 

benefited from the business created a problem on me. They are calling now and 

then, said 'they want their startup capital back ' This is because I gave them a 

false information before they signed up unintentionally, which is, 'if they do not 

want to do the business then the company will return the startup capital invested 

for purchasing the product by reducing only the shipping and handling fee '. I 

gave this information not to put a confidence and signing up my friends but I 

heard just like that. I do not want to check the company's policy and procedure 

because from the company's policy and procedure, I believe and trust my friend 

who told me about the business. 

As I said earlier I benefited little (not as I expected) from the business financially, 

I invested all the money I got for my families need. However, the condition of the 

business now is not good and, I think it's due to its legality (The business does 

not have a legal framework in the country). Individuals joining the business were 

reducing. I received my last commission cheque six month ago. I do not have 

any other financial resources, even if I tried to worl, different things still now I did 

not get satisfactory result. 

The business and I was my families only hope but because of the current 

situation, they started blaming me for investing the money in this business. They 

lost their trust, faith and confidence on me. Moreover, they did not want to hear 
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what I am saying and they expect the money; they gave me to start the business, 

however at this condition I could not return the money because I do not have it. 

In general, the business idea is good but the current situation is not. I joined the 

business by the expectation of gelling financial benefit but I do not. I got another 

benefits like meeting new people, personal development and the like. My family 's 

lack of trust, faith and confidence on me is the major thing that disturbs me most. 

** The name is fictitious for confidential Feb. 2, 2007. 

4.5 Socia-cultural attitudes 

Network marketing, as social , economic , cu ltural and psychological implications 

in the context of the individuals' life; different individuals have perceived it 

differently. Participating individuals' perception is quite distinctive in some respect 

with those non participating individuals. 

There are desirable and undesirable effects of the business resulting from NWM 

and likewise it is perceived both positively and negatively by the society. This 

thesis does not incorporate the views of non participating individ uals, which may 

be the weak side of this research. However, it tries to see the public view from 

participating individuals ' perception regarding the attitude of people towards the 

business. 

4.5.1 General public view towards NWM 

As described earlier, when we see the worldwide views in general in network 

marketing , Some outlaws making use of network marketing to sel l fake and 

inferior products, smuggling products, caring out unfair competition, commuting 

fraudulent pricing and cheat peoples money to cause damages to the rights of 

the general consumers and reputations of certain enterprises as wel l as avoiding 

and stealing of tax, affects the normal economic order of the countries have 



created chaos, resulting in the general public's holding negative views as a whole 

in network marketing . For example according to Berry (1997) such negative 

views of direct sel ling were shared by three ou t of four people in the United 

States who sa id they would not choose this industry as an occupation. 

According to the survey result such a negative view is held by people in Addis 

Ababa ; in a condition where the populations we re not exposed that much for 

such pyramidal schemes. One reason it gets a bad reputation is due to its 

pyramid shape. We have al l hea rd stories about illegal pyramid schemes that 

only make those peop le at the top of the pyramid rich . Secondly, the business 

NWM does not have rules and regulation for its activity in the countries legal 

framework as a result the business is seen as illega l. Thirdly, due to the newness 

of the business in the country and the way GO I up-line leaders share out 

information about NW M, most people view NWM as a system in which 

individuals are joining only for making money not to use the product or se rvices. 

In genera l. the numbers of network marketing companies are increasing in the 

country, domestic as well as foreign. However, the people see them as illega l 

and un-ethica l business. Anybody (except participating individuals) does not 

recommend joining any kind of network marketing companies found in the 

country due the above mentioned reasons. 

4.5 .2 Public view towards GOI 

Gold Ouest International is a multi national company operating in more than 120 

countries worldwide and Ethiop ia is one of those countries where GO I operates. 

The company is viewed differently by participating and non participa ting 

individuals. 
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Table 22 Respondents view on GO I 

0 1 in all Do you trust G 
its transac tions 

Response 
Yes 
No 
I don't know 
Total 

Source: Own survey (2006) 

Count Percent 
87 90.6 
6- --

6.3 
3 3.1 

96 100 
--

From the survey resu lt the majority (90.6%) of respondenis answered that they 

believe or trust the company in all its transaction activity. The company wi ll send 

the purchased product properly if there are rules and regu lations for importing 

such kind of goods; in addition, the company sends their commission cheque 

properly. 6% of respondents replied they did not trust the company because they 

did not receive their purchased products still and 3 % ind icate that they are not 

su re of the company, they are in confusion . 

Regarding the public view from participating ind ivid uals perceptiol1 , indicates that 

in tho country the company viewed by most people as an illega l and unlawful. It 

may be due to several reasons; one, the business does not have rules and 

regulation for its operation in the countries legal framework , second, they tried 

the business and failed, third, they know someone who has failed therefore they 

assume it's bad . In addition, they think that the governmen t will take tough action 

and the business will stop soon. 

In general, most participating individuals trust GOI in its al l transactions. 

However, non-participating individuals vie'!" GOI as an ille£!a l company operating 

globally to receive people 's money by giving fal se hopes and promises and 

concerning the products, most people view GOI product as inferior and smuggled 

products especially the numismatic onC',L 

4.5.3 Pub lic view towa rd s participants 

The socia-cultural environment mostly their parents , fami lies and relatives of the 

majority (46.9%) respondents a're discouraging and nega tively influenced to stop 

frolll doing the business. It may be because most participa ting individuals are 
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young and dependent in their family , parents , and close relatives and these 

people knew th e societies feeling about the business very well , as a resu lt, they 

try to discourage their children from doing the business . For 30.2% of 

respondents their friends and business partners encouraged or positively 

influenced to do the business. For the remaining 22.9% the socio-economlc 

environment do not have any impact on their business activity 

Table 23 socio cu ltura l environment for the business and peoples perception 

Response Percent 
Encouraging - - 29 30.2 

socio cultural Discouraging 
- - - -

45 46.9 
envi ronment N()J.inpact 22 22.9 

Total 96 100 - -
Rich 23 24 

- - -

Thief 12 12.5 
Peoples perception 

-c---- - ---
Unlawful 19 19.8 

as a Net-worker Dishonest 9 9.4 -- --- -- "--------_. 

Like previous - 31 32.3 --._---- . ----
Other 
Total 

2 2.1 -------------c'::-: 
96 100 

Source.' Own survey (2006) 

Regarding the perception of the people towards the participating individua ls as a 

net-worker, from the survey resul t, the majority (323%) replied that they are 

viewed as previously. The next majority (24%) indicated that they viewed as very 

rich persons , and they are expected to cover al l expenses when they entertain 

with th eir friends . It may be because most distributors make false claims about 

the financial benefit they acquired in orde r to attract people's at ten tion. However, 

as we see earlier in subchapter 4.4 .2 individuals benefited financial ly from the 

business are on ly 3.1 %. 19.8% said they viewed as unlawful due to the lega lity 

issue of the business . 12.5% replied they perceived as thief who took peoples 

money. It may be as a result of taking the business as illegal and unethica l 

practice like pyramid schemes. 9.4% viewed as dishonest. One reason for this is 

that distributors in NWM are independent contractors and are not involved in the 

"normal employer-employee relationships ," making admin istration over them 
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difficu lt However. it is these distributors who come into contact with customers . 

In general. we can conclude that . the society does not perceive network 

marketing as a respectable career. 

4.6 Rules and Regulations 

Network marketing also cal led Multi Level Marketing or MLM has been lega lly 

used for product distribution and compensat ing distributors for more than 50 

years in USA. During this time , network marketing has repeatedly been upheld 

by the federal and state courts as a lega l distribution and compensation method 

(Richard. 2004). The main objective of the business is selling viable products or 

services at a reasonable price The concept attracts many individuals ethical , 

some not Many network marketing companies have crossed the line legally and 

have been the subject of negative media. as well as civil and crim inal pena lties 

world wide. 

Questions concerning of rules and regu lations of the business indicate that there 

were no rules and regulation for its act ivity in the countries lega l framework. 

According to the survey resu lt. al l participating individuals have doing the 

business without license or work permit It is due to lack of readiness from the 

government to give license. 

All respondent indicate that they do not pay tax. It is because of inefficient or 

discretionary tax administration system; however, there is a service cha rge in 

commercial bank in changing the commission cheque to money. Moreover, all 

respondents indicate that they are ready to pay tax from their income or from the 

product, they purchased if there is a law, which govern this kind of business. 

Almost all respondents are highly predictable of changes in rules , laws or policies 

relevant to the business. The government (specifically The Nationa l Lottery 

Admin istration of Ethiopia) announces the business as illegal through mass 
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media at different and takes measures by holding the participants product in 

customs authority. These measures were minimizing the activity of the business . 

However. as indicated in subchapter 4.3 .3, recently the number of domestic 

network marketing compan ies increasing rapidly in the condition where there is 

lack of or inadequate business premises , insufficient or discretionary tax 

administration, regu lation related to customer protect ion and quality control and 

inability to use judicia l system and the police to enforce contracts. 

From this , it can be generalized that there is comparative backwardness of our 

regulatory system for this kind of business. Therefore , the government shou ld 

provide a lega l framework for NWM business either from the experiences of other 

countries or from the studies made in the country. 

4.7 Group discussion report 

The group discussion was held with nine individuals who participated in the 

business. Their length of time since join ing the business ranges from 5month to 

2.5 years. It was held in PIAZZA Quest Net Center on August 2006. The theme 

of the discussion were their reason of joining the business , what implication it 

have in their life , what they think of GQ I and other NWM companies in general ly 

based 011 their experience and the way how they will doing the business ill 

future. Meanwhile, the researcher faci litates the discussion . 

Almost al l respondents indicate that their major reason for joining the business 

was to be financially free in the near future. However, their thinking was wrong 

because, from group discussion participants , only one individual obta ined more 

than 50,000 birr as a commission from the business the remaining said they 

benefit little or nothing from the business financially. 

Question concerning their perception about GQI indicate that they trust the 

company ill its all transactions. The company's products and services have 
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compatib le price . However, many people view the product and their price as not 

compat ible due to , a wrong comparison of GO I numismatic products with other 

normal and ordinary products. Second, the product may not have va lues or 

market in the country because of images minted on them that does not represent 

our countries culture or population. Most people joined the business hoping to 

get rich quickly and buy a product that does not have values or mean ings to them 

without a deep understanding , as a result , they blame the individuals who told 

the business and distribute false information about the industry. In line with this , 

the number of network marketing companies increased and created major 

compet ition for their business. Lowering their startup capita l and established by 

Eth iop ian gave them an advantage over GO I. A ll these network marketing 

companies have an important contribution for countries population if they use the 

main objective of NWM, which is selling viable products or services at a 

reasonable price. 

In future, most respondents indicate that they will do the business by telling the 

truth like the business is not a get rich qu ick , it needs their investment in time and 

money additionally from their startup capital. Individuals must join the business 

for using the products and services as their primary objective and using the 

opportunity as secondary objective . 

The business created the opportunity to discuss and share their ideas 

information , and knowledge's on different topics with different people regard less 

of sex, age , educational status, religious be lief and ethnic background . There are 

different trainings given by former participants and the company, these trainings 

have a direct positive influence on their personal life as a whole. Most 

participating individuals have doing the business in part-time basis. In genera l, 

the business is not a business on ly it is also an educationa l inst itute. 
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Finally, they indicate that the Ga l business activity is decreasing due to legality, 

religious and many other reasons . The business is done in the country wi thout 

ru les and regu lations. Therefore , the governmell t should provide a lega l 

framework for the acti vities of such kind of businesses. 
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5 CONCLUSIONS AND RECOMMENDATION 

5.1 Conclusion 

As indicated ea rl ier, network marketing also known as Multi-Level Marketing or 

MLM , is a process of distributing products or services by using social networks or 

a network of independent marketers directly to the end customer. In this 

business , individuals' share information and develop personal and professiona l 

contacts. They are rewarded for sha ring information that results in product sa les 

and it empowers them to build their own networking sa les organization from their 

personal and professional contacts, which also empowers everyone to do the 

same, creating exponentia l growth of their network. Thu s, in NWM ind ividuals 

can ea rn income from their successfu l efforts and the efforts of their network of 

business associates . 

Network marketing has a history for more than 5 decades worldwide. Presently it 

is one of the most respected method of distributing products and services as well 

as one of the most problematic business model that shows all the defects and 

characteristics of pyramidal scheme in its compensation plan and structure. In 

Eth iopia, however, NWM do not have a long history . It is on ly around 3 years 

since the business started and received public recognition. Today there are 

around 21 domestic as well as fo reign NWM companies in the country. Gold 

Quest International is one of the most widely known foreign network marketing 

company found in the country. 

This study focused on the socioeconomic implicat ion of network marketing in 

Addis Ababa with special reference of Gold Quest International, from those 21 

NWM found in the country. Correspondingly, a total of 96 ind ividuals, 5 case 

studies and a group discussion with 9 individua ls were incorporated in the 

research. 



As indicated in the analysis part the business draws large number of educated 

young males who are not married and are from diverse religious beliefs and 

ethnic backgrounds. There are different work motives for doing this kind of 

business like financial freedom, time freedom, meeting new people, personal 

development, own business , easy to start, to realize the dream and etc. 

Description results from the survey indicated that the major work motive for doing 

the business in Addis Ababa is financial freedom (thought profitable) tracked by 

its eas iness to start; meaning that, it offers the opportunity for an individual to 

conduct the business without having to bother about expensive resources such 

as factory or retail store, warellousing, emp loyees, advertising, or other cos ts 

typ ica lly associated with running a business. 

The finding also indicated that the startup capital ranges from 4 ,200 to 10,170 

birr, and used for registration and purchasing of company's numismatic products . 

However, as indicted by the majority, product prices are not compatible with the 

company's products offer. Moreover, the majority respondents brought their 

startup capital from their fami ly, relatives and close fr iends on loan and by 

making a promise to return it after 5-6 months. However, as we have seen 

earlier, the majorities did not attain financial benefit and were not capable to keep 

their promise; as a result , the lenders lost thei r trust/faith on the borrower and 

became rel uctant to lend any additional money for any other investments. 

This study identified that most part icipating ind ividuals have been doing NWM as 

a part-time business without affecting their daytime job. Consequently , it provides 

employment opportunity for those who are unemployed. It is also indicated that , 

the average time of involvement in the business is 1 year and 5 months lead ing to 

the fact that the business is relatively new for the country. Currently, the situation 

of the business in Addis Ababa is struggling to su rvive. When we see the trend of 

the business, its activity is decreasing . The major reasons for this decline are 

terrible information released through media tracked by legal ity and lack of 



awareness of most people about the business . However, the numbers of other 

domestic network marketing companies are increasing cu rrently. 

Moreover, NWM relies heavily on the daily activities of recrui tment and training to 

make improvement in sells. Training was provided for the majority participants 

and has confirmed that the trainings they got helped them in doing their business 

as well as in their personal life in general. Inline with this, one genera l conclusion 

can be drawn with the indica tion that NWM is not only a business but also an 

in fo rmal kind of schooling, which teaches how to do business as well as how to 

improve our persona l life In add ition, the business provides a good opportunity 

for part icipa ti ng individuals to meet new people from diverse religio Lls belie fs and 

ethnic backgro unds that strengthen the harmony that existed in Ethiopia. 

It has also been fOLl nd out that the majority of pa rticipants did not atta in any 

f inancia l benefit from the business ind icating that the business is not like what 

most of us think, becoming rich within a short period. Hence, the business 

requ ires time and hard work like all other business to be successful. 

With regard to the public attitude towards the business , it is seen as an illega l 

and unethical business ; as a result, they discourage the participating individ uals 

from doing the business. Moreover, th e surpri sing result is th at the people 

perceived those who are doing the NWM , as ensuring financial freedom. It may 

be due to false cla ims made by participating individuals with the intention of 

attracting prospecti ve cus tomer. 

In the country, the business did not have rules and regu lations. The participating 

individuals are working th e business without license or work permit , moreover, 

they do not pay any tax. Recently, the numbers of domestic NWM business are 

increasing. Ind ividuals join the system without any protection or support for their 

ag reement with the company in th e countries lega l framework . 
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To recapitulate what is included in this paper, it is important to know that this kind 

of business is new for ou r country with a playing field in which anyone can 

participate, regardless of sex, age, financial resource , religious belief and ethnic 

background . The business created an opportunity of meeting new people , helped 

to build friendly-relationship, created employment opportun ity for those 

unemployed , added part-time job for those who have daytime work, and also 

provide training and education which is important and applied in our real life; 

Moreover, NWM use the internet, and it represents the opportunity to leap 

forward to the next stage of economic development, where va lue is created not 

just by resource endowments or manufacturing might, but also by knowledge, 

information , and th e use of technology. 

However, losing credibi lity and trust especially from those who lent the startup 

capital , being seen as unlawful by the society , obtaining financial benefit from the 

business requires an investment of time, money as well as working hard and 

working the business without rules and regulations may be the downsides of the 

business. 

In general , network marketing is an important marketing approach, wh ich helps 

to create many important societa l va lues; however, it has to be done with its true 

concepts, selling viable and legitimate products and services wi th reasonable 

price through a network of distributors/salespersons. Individuals should ask 

themselves what the products and services are, what relevance the products 

have for me and for my friends around me before joining the system. Individuals 

should join the system to use the product or service as thei r primary objecti ve 

and the opportunity as an addi tional benefit. 

Moreover, this kind of businesses did not have rules and regulation in the 

country, indicating th at the countries' legal framework is relatively backward in 

this respect; therefore , it should be updated Be this as it may, incorporating the 

following recommendation is worthwh ile for reducing/alleviating the mentioned 

problems and for using its good sides. 
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5.2 Recommendations · 

Based on the finding of the su rvey, the recommendations for this paper goes 

towards the impression that: 

).- NWM, as explained earl ier, provides many benefits like personal 

development, meeting new people, employment opportunity, fri endly 

re lationsh ips, and many more. Moreover, fostering the activi ties of those 

legitimate companies could help sell the domestic products through 

network marketing th at facilitates the country's entrance into the worldwide 

network of e-commerce and marketing , wh ich is inevitable in the near 

future . Hence, building favorable business environment enables the 

participants and the country in general to acquire these benefits . 

Therefore , the government should have a leg itimate concern on the 

business and adopt well thought rules and regulat ions for these kinds of 

business activities ei ther based on the cu rrent conditions and studies 

made on the country or from the experience of other countries. 

,.. From the survey resu lt, only one individua l join the system to use the 

company product , the remaining join for other reasons. This may be the 

indicative that GO I products were not in the countries population interest. 

Therefore, marketers/d istributors must be mindful of unintended social 

consequences; they must consider the impact their products and 

promotiona l campaigns have on customers and ask themselves if their 

products are in the best in terest of society as whole. 

> Due to the lack in the kn owledge of NWM , the reason for most individuals 

to join NW M in the country is financial freedom; meaning they are joining 

the system for it commission. However, NWM is se lling viable products or 

services at a reasonable price th rough a network of distributors. Thus, in 
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order to create a clear and deep understanding on issues rela ted to its 

concept, characteristics, pros and cons and oth ers; there should be an 

awareness creation programs like debates, discussions, panels organized 

by participants of the business , concerned government bod ies and 

individuals, and other concerned actors 

,.. This study incorporates on ly those individua ls who are participating in 

NW M, futu re studies can bring forward other dimensions of understanding 

to the point of topic discussed , other parts of th e society, like th ose 

individuals who are not part of the NWM and concerned government 

personnel should be included in the su rvey. Moreover, due to youngness 

of the industry in the country hardly any papers have not been written. 

Therefore , more stud ies need to be done in orde r to provide a full 

knowledge on the subject matter. 
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Annex I 

Research questionnaire 

Addis Ababa University 

Regional and Local Development Studies 

Dear respondent , I am doing research as part of the MA prog ram I am 

studyi ng in Addis Ababa Universi ty . The topic of my research is the socio­

econom iC implication of netwo rk marketing in Addis Ababa ; with special 

refe rence to Quest Net. Th is questionnaire is des igned to obtain 

information about your perceptions, opinions, experiences and particular 

knowledge regarding the challenges and successes you have faced in 

starting and maintaining your business . Hence, I would like to thank you in 

advance for giving me your valuable time to fill in this questionnaire 

TO BE FILLED BY THE ENUMERATOR 

II) I Name 

11)2 Kebele 

I House number 
'--------'-------' 

1114 Telephone 
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A l 

A2 

A.1 

A4 

A7 

A. RESPONDENTS' INFORMATION 

Gender 

1) Female 2) male 

Age (in years) _____ _ 

Ethnic background? 

Religion? 

Are you married? 1)Yes2)no 

How many dependents you responsible for? 

1) 0 2)Upt03 2) 3-6 4) above 6 

What is your level of Education? 

0) No ed ucation 

2) Secondary school complete 

4) Degree or above 

1) Below secondary school 

3) Diploma 

5) others (specify) _____ _ 

LA..::S~_L--___ ...JI How long is the duration of your involvement in the business? 

L~~_L--___ ...JI How did you come up with the idea to involve in the business? 
A <) . 

1 ) I am ski lled in this business 

2) Parentsirelatives were in this business 

3) I though it is profitable 

4) To use the product 

5) To be independent 

6) It is easy to start (no office. no furniture etc .. ) 

7) To be your own boss - to seek the challenge 

8) To do someth ing new-realize your ideas/vision 

9) Other (specify) 



A IO Have you been part icipated! trained in similar bus iness before 

coming to this business? 1) Yes 2) no 

A II If your answer for QA 10 is yes, how long is the duration of the 

training? (In months) 

1) Below 1 month 2) 1-6 months 

3) 6-12 months 4) above 12 months 

What were you doing immediately before you started th is 

business? 

1) Unemployed 
2) Dai ly wage laborer 
3) In school ( learn ing) 
4) Worki ng in a public sector 
5) Employed in similar business 
6) Employed in unrelated business 
7) Running unrelated business 
8) Working on unpaid fami ly business 

Others (specify) ______ _ 

I Are you still working what you were work ing before you started this 
'-------'---------' 

An 
business? 

1) Yes 2) No 

14. If your answer for Q.A 13 is yes, how? Specifica lly related to time (hr) allocated for 

the business per day? 

r-A_I_.!_._I -+-----11 For your previous business? __ . 

t\ I.! . 2 . For this business (NWM)? __ . 

L-A_ I_"_-L.. ___ --'I lf your answer for Q.A 13 is no , Why? 

A Ir, 

A 17 

Is your previous experience useful in your current business? 
1)Yes 2)no 

If yes, in what way? 

1) Related to finance 
3) To know people 

2) To develop experience in business 
4) Other (specify) _____ _ 

()() 



B. EDUCATION, SKILLS AND TRAINING 

l...-B_I_ -L-___ ----'/ If you are educated, how has education influenced your business? 

In 

1) Influenced/supported my business positively. 

2) 

3) 

Had a negative influence on my business. 

Had no influence on my entrepreneuria l career. 

Looking back to your education , which experiences have been 

particular useful/valuable or worthless for your business? 

'--.B_1_-"-____ -' Did you receive any business support (workshops, Tra inings. 

Advise , Business Counseling , Mentoring etc.) before or during the 

start-up phase of your business? 

1) Yes 2) No 

I B4/ / If your answer for Q.B3 is yes, which institution provided these 
'--~--~--~--~ 

services? (Mu ltiple responses is possible) 

1) The company 

2) Former participants 

3) Young entrepreneur club 

4) Government 

5) Other (specify) _____ ___ _ 

85. If yes , on which particular area have you been trained , mentored or counseled? 

B~ . I Before starting the business? 

1) About the company, product and compensation plan 

2) Tecllnical training 

3) Business Management 

4) Marketing 

5) Other (specify) ________________ ____ _ 
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BS.2 After joining the business? 

1) The company. product and compensation plan 
2) Personal development 
3) Leadership 
4) Money and time management 
5) Building relationships 
6) Business management 
7) Marketing management 
8) Other (specify) _______ _ 

1 H(, 1 Have these support services/tra inings been helpful and particular 

'----'-------' valuable or rather worthless for you and your business? 

1) Yes 2) No 

L-H_7 __ '-__ ---'l lf your answer for QB6 is yes. Please tell us in what way? 

C - FINANCE 

(" I How much was your start-up capita l? 

How you raised the start-up capital? 

1) Personal saving 

2) Money borrowed from family or friends or personal contacts 

3) Micro-credil institutions or informal lenders 

4) Others (please specify) 

'-("_, __ --'-___ ..JI Was it rather easy or difficult to obtain financing? 

1) Easy 2) not easy not difficult 3) Difficult 

L-("_4_---+ ____ --'1 For what purpose it was used? (Multiple choices are possible) 

1) Purchasing a product 

2) Purchasing an opportunity 

3) For both 

4) Other, please specify 

'-("_,, _ _ --'-_ _ _ ..JI Do you think the product/opportunity you purchased costs 

that much? 

1) Yes 2) No 

I () I 



L-r_f_' _-L ___ -.J! lf your answer for Q.C5 is no, why do you think like that? 

'--('_7 __ '------__ ---'1 To whom do you mainly sell the products/services? (Multiple 

answers possible) 

1) My family , close friends and relatives 

2) To consumer/end user other than the above . 

3) For both 

4) Other (specify) ____ _ 

L-r_R_-"--____ ..J! Number of down-line partners you have now in the business? 

rS.l 

rS.2 

r') 

r IO 

rll 

r12 

Left 

Right 

What are the normal working hours per day for most of your 

partners hrs? 

What are the normal working hours per day for yourself __ 

hours? 

What are the normal working days per week for most of your 

partners ' day? 

What are the normal working days per week for yourself __ 

day? 

r I, ! What was your expectation (to get) when you came to this 
'---'-'~--"-------' business? 

1) Financial Freedom 
2) Time freedom 
3) Training and education 
4) Meeting new people 
5) Building relationship 
6) Personal development 
7) Realization of dreams 
8) Other ( please specify) 
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ru 

C14.1 

C1 4.2 

C14.3 

C 14.4 

C14.5 

C 14.6 

C 14.7 

C14.8 

1 Did you get it / sti ll now/? 

Type Yes No 

Financial freedom 

Time freedom 

Tra ining and education 

Meeting new people 

Building relationship 

Personal development 

Rea lization of dreams 

Other (specify) 

If your answer for any Q . under C.14 is no, Do you have an 
expectation to get it in future? 

1) Yes 2) no 

L-r_l_h_' _ '-___ -'1 If your answer fo r Q.C15 is no, why? 

C17 .1 

C17.2 

C17 .3 

C17.4 

C175 

C17 .6 

C17.7 

e17. In your opinion how many percent (%) of your down-line partners 

benefited from the business? (Mark X on your choice) 

Percent 

Type of Benefit 0-10 10-25 25-50 50-75 75-100 

Financial freedom 

Time freedom 

Train ing and education 

Meeting new people 

Persona l development 

Realization of dreams 

Other (specify) 
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C19.1 

C19 .2 

C18 Does this business give you an opportunity meet new people? 

1)Yes 2)No 

C19 How is your relationsh ip with your friends after you started this 

bus iness? (Put X mark in your choice 

Relationship strength 

After you joined 

After both of you involved 

Decreased Stayed the same Increased 

C.20 Is there anything you would like to add regarding the capital invested 

on this business? __________________ __ _ 

D. General Bu siness Situation 

LI..cn'-I'--_-L-___ --' Current situation of the business : 

1) Critical (running with losses) 

2) Struggle to survive (no loss no profit) 

3) Growth (running with profits) 

n2 Reason(s ) for the current situat ion in your opin ion? 

(Multiple choices are possible). 

1) Legality 2) False information 

3) Media 4) Religious case 

5) Affordability 6) Awareness of the population about NWM 

7) market saturation 8) Delay in product delivery 

9) Low quality and standard of product 

10) Other (specify) ______ _ 
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03 . How serious are the following problems to your business? (Use code 0 = no 

Problems , 1 = minor problems , 2= moderate problem , 3 major problem , 4 = very severe 

problem) 

1)1 1 

03.2 

03 .3 

~HA 

IUS 

n~.r, 

IU7 

DJ.S 

1)3.') 

03.1 0 

Delays in product delivery 

Low quality/standard of product 

Awareness of the people about the business 

Media 

Affordability 

Legality 

False information 

Relig ion 

Market saturation 

Other (specify) ________ _ 

'--1)_4_ -'-_ _ ---'1 What is main source of competit ion in the markets you se ll? 

1) domestic NW M businesses 3) foreig n NWM businesses 

2) Traditiona l businesses 4) other(specify) __ _ 

05 Has competition for your business increased recently due to an 

increase in the number of similar businesses? 

1) Yes 2) No 

0 6. What are the two important fa ctors that give your competito rs an advantage over 

your business? 

06. 1 

1)6.2 

First Factor 

Second Factor 

1) Better location 
2) Better product delivery 
3) lower cost 
4) Better access to business information 

5) compatible price for products 
6) Better skill/training 
7) legality 
8) Other (specify) ___ _ 
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07 . How do you compare your main products/ services with that of your competitors in 

term of [Code : O=no difference , 1 = slightly higher, 2 = much higher, 3 slightly lower, 

4 = much lower, 5 = do not know] 

07.1 
Quality of material 

07.2 Price 

07.3 Model/design 

Do you think you have enough market for the product/services? 
1) Yes 2) No 

1)<) If yes . do you intend to expa nd? 

1) Yes 2) No 

0 1n 
If your answer for Q.D1 0 is no, why not? 

1) Market sa turation 3) skill constraints 5) other (specify) ___ _ 

2) Finance constraint 4) management constraint 

)) 11 

012 

As compared to the past years/months how was the trend the 

business? 

1) Increasing 2) Stayed the same 3) Decreasing 

Please explain the reason for the answer of the above question 

D13 . What are the two most important things that you do with profits from this business in 

order of importance? 

DI3.1 
0 13.2 

First 

Second 

1) Use for personal needs 

2) Use to support relatives 

3) RE-invest in this business 

4) Invest in a different business 

5) Put into savings 

6) Use for entertainment/festivities 

7) others (specify) _____ _ 

lOCi 



E. SOCIAL/CULTURAL ATTITUDE TOWARDS TH E BUSINESS. 

1'.1 1 Was starting this business your only option did you have other 
'-----''-----' 

options? 

1) I did not have another choice. 

2) I had other options , but I recog nized a business opportuni ty. 

"-1 . .:.:·.2=----1. __ --'1 Do you trust the business with all its transactions (buying prod ucts , 

getting your purchased product and commission)? 

1'.1 

E5 

E6 

1) Yes 2)No 

Has your socia l, cultural environment encouraged or discouraged you to 

start/do a business? 

1) Encourage 2) Discourage 3) No impact 

What is/was your perception regarding the atti tude of people 

towards the business? 

How have you, as a Net-worker, been perceived by your social 

envi ronment? 

1) Rich 2) Thief 

3) Unlawful 4) Dishonest 

5) Like prevIous 6) other (specify) ____ _ 

to start-up/do the 

I 
Who encouraged or positive ly influenced you 

L-__ ---'-___ -'. business? (Multiple responses are possible) 

1) Paren ts & fam ily 

2) Friends 

3) Career advisers 

4) Media (TV, Radio) coverage of bus inesses and Businesspeople 

5) Other (specify) _____________ _ 
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" .7 
Who Discourage or negative ly influenced you to stop the 

business? (Multiple responses are possible) 

1) Parents & fami ly 

2) Friends 

3) Career advisers 

4 ) Media (TV, Radio , Internet) coverage of businesses and 

Businesspeople 

Other (specify) __________ __________ _ 

F. LAWS, RULES, AND REGULATIONS 

, Fl , Do you have a license (work permit) for your business? 

1)Yes 2) No 

'--"_2--'-_ _ _ ----" How do you rate the process of getti ng a license? 

1) Very difficult 2) diffi cult 3) easy 4) very easy 

If yes, what advantage you get form licensi ng? (Multiple answers 

allowed). 

1) None, there are not any advantages 

2) I can expand my business. 

3) I would not have to hide (or bribe government officials) 

4) Other (specify) _ _ ____ ___ _ 

F J J 
'---'-- If your 

allowed ) 

answer for Q, E1 is No, why not? (Multi ple 

1) I do not need a license : my business is too small 

2) No license is needed 

3) The government is not ready to give li ce nse for the business 

4) I do not know where to go or how to get license 

5) Licensing too expensive (initia l and renewa l costs) 

Other (specify) _________ _ 

answers 
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'0-r" 

Fli 

Did you pay any tax from the income you get from the business? 

1) Yes 2) No 

If your answer for Q.E6 is yes, how? 

1) From your check 2) For the product you buy 

F7 
I If the answer for question noD? is no. why 

'----'-----' 1) you don't want to pay tax 

2) There is no tax system avai lable for the business 

3) Other (specify) _______ _ 

I FR I 
L. __ -'--_---' Do you regularly have to cope with unexpected changes in ru les, laws 

or policies which materially affect your business? 

1) Yes 2)No 

l in your opinion , what is the degree of predictability of changes in 
'-----'------' 

laws, rules and policies relevant to your business? 

1) Completely predictable 3) Fairl y predictable 5) Highly unpredictable 

2) Highly predicable 4) Fairly unpredictable 6) Completely unpredictable 

THANK YOU VERY MUCH!!! 
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