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Abstract

This research investigated the effect of multilevel marketing on unemployment reduction in Akure, Ondo State.
Primary data collected from one hundred and seventy five (175) respondents of Longrich distributors/partners
were used for the analysis. The study employed a multiple regression model. The result of the regression analysis
revealed that there is a direct and significant relationship between multi-level marketing and employment
opportunities in Akure, Ondo State. The study concluded that that unemployment will be reduced if Multi-level
marketing patronage is sustained. Finally, the study recommended, among others, that since there is a positive
relationship between MLM and employment reduction, government should create enabling business environment
for the companies using multilevel marketing strategy in order to bring more on board for investment to generate
further employment.
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SECTION ONE

1.1 Introduction

Unemployment has become a plaque ravaging most developing countries of the world and there is no end in sight
despite the various programmes and policies put in place by concerned governments and other stakeholders. In
Nigeria, the situation is the same. Consequently, many people have been devising legitimate means to wriggle
themselves out of the menace. Many considered Multi-Level Marketing (MLM) as an escape route out of the
precarious situation. It is instructive to note that Multi-Level Marketing is a form of direct selling in which products
are distributed through network of independent distributors/members/partners instead of the well-known
traditional distribution channel. It is also known as Network Marketing or Referral Marketing.

The advantages inherent in Multi-Level Marketing (MLM) are legion. For instance, in marketing, multilevel
marketing minimized huge cost of advertisement especially for firms that devotes huge amount of money on
promoting their new and existing products in forms of television commercials, newspapers and other online media.
it is one of the best alternatives now as it is capable of empowering individuals by possibilities it offers them to
participate in easy-to-start business that provide significant revenue yields if well worked and create more
Entrepreneurs. More importantly, in this era of widespread unemployment, Multi-level marketing has the capacity
to be a veritable source of job creation, revenue generation, and poverty reduction.

However, in spite of the growth of Multi-marketing, unemployment has also turned a major macro-economic
challenge confronting Nigeria. In fact, the unflinching menace of unemployment has led to so much violence,
disaster, increase in fraud and so much unhealthy social vices. The National Bureau of Statistics (2019) lent
credence to this and posited that unemployment rate in Nigeria stood at 27.1 percent in the second quarter of 2020,
the highest on record. This situation is particularly worrisome as critical questions have been raised on the situation:
to what extent has multilevel marketing influence unemployment in Nigeria? What is the relationship between
multi-level marketing and employment opportunities in Akure metropolis?

To this end, it is important to note that different entrepreneurial strategies have been suggested. However, to
the best of the researcher’s knowledge, studies on Multi-Level Marketing as a panacea to unemployment reduction
in Nigeria is still lacking in literature. The few available Multilevel marketing studies were not tailored toward
employment reduction. For instance, Effiom and Archibong (2015) investigated the Role of Multilevel Marketing
(MLM) in Poverty Alleviation while Amina, Mukhtar and Mukhtar (2018) examined the moderating role of
distributor’s job satisfaction with special emphasis on distributor’s retention. The closest to the present research is
the study of Sourav, Singlab and ShashiShashia(2015) that used a confirmatory factor analysis approach to only
investigate the motivational factors in multilevel marketing business without any recourse to unemployment
reduction. The present study is a clear departure from the aforementioned studies as it studies multilevel marketing
within the matrix of unemployment reduction. Against this background, the main objective of the study is to
examine Multi-Level Marketing as a panacea for unemployment reduction in Ondo state, Nigeria. Specifically, the
study attempted to establish the effect of Multi-level marketing on employment opportunities in Akure metropolis.
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Following this introduction, the remaining parts of the paper is organized as follows: Section two covers the
literature review and the theoretical underpinnings. Section three present the methodology of the study. Data
analysis and interpretation of result is the main thrust of section four while section five draws up policy
recommendation and conclude the paper.

SECTION TWO

Literature Review

2.1.1 Concept of Multi-Level Marketing

Multi-level marketing (also known as network marketing or person to person marketing) is the type in which the
direct seller makes money from both direct sales to customers and by sponsoring new direct sellers and earning
commission from their sales and sponsoring other direct sellers too. In addition, Multilevel Marketing is a specific
form of direct selling and is also known as ‘multilevel marketing’ or ‘multilevel direct selling’” (Muncy, 2004). It
involves retailing based on face to face communication between a selling agent and a potential buyer (Brodie ,
Stanworth and Wotruba, 2002; Kustin and Jones, 1995; Msweli and Sargeant, 2001). These distributors or agents
get commissions, discounts or other considerations for their direct sales as well as for indirect sales made by their
down-lines (Koehn, 2001; Higgs and Smith, 2007; Coughlan and Grayson, 1998).

According to Biggart (1989), multilevel marketing business is not only an economic action but also a potent
social model. Multilevel marketing involves both social as well as monetary swap (Frezen&Davis, 1990). Wotruba
(1992) found that people who were attracted by factors such as social rewards, the sense of self satisfaction and
achievement and bendy working hours normally have higher output in multilevel marketing.

Multilevel marketing distributors share the knowledge and skills with each other (Pratt, 2000).

According to Bandura (1991) multilevel marketing provide opportunity for its distributors to improve their
personality. Social environment formed by multilevel marketing groups plays an important role in motivating its
distributors (Bhattacharya & Mehta, 2000; Biggart, 1989; Sparks & Schenk, 2006). Under the social environment
of multilevel marketing, different types of events are organized regularly and successful distributors share their
personal success stories with others, this is an important strategy used by Multilevel marketing distributors to
attract prospects (Biggart, 1989; Kuntze, 2001, Bhattacharya & Mehta, 2000; Pratt, 2000.). Steve (2016)
maintained that MLM and other direct sales channels facilitate employment facilities to interested people which
results in social and economic development of Nation but there is need of strict regulations against working of
these types of direct selling channels. According to Chonko and Caballero (1989) Multi-Level Marketing or
Network Marketing is a type of Direct Selling in which an independent distributors or networkers representing
manufacturer’s products.

2.1.2 Concept of Unemployment

The Central Statistics Office (CSO), defines the unemployed as not only those non-employed that are currently
job-seekers but also includes those non-active workers that looked for work during the three-month period
preceding the interview and who at the time of interview did not have a job but still wanted work. According to
U.S. Bureau of Labour Statistics (BLS), Unemployment is defined as the unemployed workers who have become
discouraged by a tough labour market and are no longer looking for work.

In addition, the International Labour Organization (ILO) maintained a person is unemployed if the person is;
(a) not working (b) currently available for work (c) seeking work. The Statistical Office of the European Union
defines unemployed as those people’s age 15 to 74 who are not working, have looked for work in the last four
weeks, and ready to start work within two weeks and the Eight International Conference on Labour Statistics held
at Geneva in 1954 defined unemployment as unemployed person above a specific age who is without a job and
seeking work for pay or profit. The International Conference of Labour Statistician in 1954 adopted the standard
international definition of unemployed as: Persons in unemployment consist of all persons above a specific age
who, on the specified day or for a specified week, are in the following categories:

Workers available for employment whose contract of employment has been terminated or temporarily
suspended and who is without a job and seeking work for pay or profit. Persons who are available for work (except
for minor illness) during the specified period and are seeking work for pay or profit, who are never previously
employed or whose most recent status is other than that of an employee, i.e., former employers etc. or who has
been in retirement and persons on temporary or indefinite layoff without pay. The following categories of persons
are not considered to be unemployed: Persons intending to establish their own business or farm, but who has not
yet arranged to do so, who are not seeking work for pay or profit and former unpaid family workers not at work
and not seeking work.

2.2 Theoretical Literature

2.2.1 Maslow’s Hierarchy of Needs Theory

Abraham Maslow in his famous article, A Theory of Human Motivation, propounded the hierarchy of needs theory.
It was anchored on satisfaction of human needs. The theory proposes that people are motivated by multiple needs

47



European Journal of Business and Management Www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) g
Vol.13, No.21, 2021 IISTE

and these needs exist in a hierarchical order. The five levels of needs identified by Maslow are accordingly,
physiological needs, safety needs, social needs, esteem needs, and self-actualization. Physiological needs are also
called survival needs and include the deeds for food, shelter and clothing. They (the physiological needs) exert a
stupendous influence on behaviour because they are necessary for man’s existence. According to Rao cited by
Izueke, physiological needs dominate when all needs are unsatisfied.

Consequently, in applying the theoretical framework of hierarchy of needs to this study, it is held that at the
level of poverty challenge, all needs are unsatisfied. The physiological needs accordingly become and remain
pronounced. In essence, in the application of this theoretical framework to the study, it is proposed that income
security is primarily for the satisfaction of the citizen’s physiological needs. Citizens that lack food, shelter and
clothing are poor. They require income (income security) to fight poverty, and satisfy the occasioning physiological
needs. Is the satisfaction of these needs (invariably, the reduction in the level of unemployment which leads to
alleviating the poverty challenge) through the mechanism of multilevel marketing, achievable? It is in these regards
that the study is framed on the hierarchy of needs theory. The challenge of satisfying these needs move more and
more citizens to become network marketers.

2.3 Empirical Review

Abdul and Sarada (2012) examined the significance of the relationship between multilevel marketing and its effect
on business outcome. A total of 614 distributors and customers were sampled. The paper described the problems
of multilevel marketing and set out a research paradigm to investigate the influence of relationship in building
network which is a prerequisite for the better performance of distributors in Multi-level marketing in Kerala’s
environment.

Furthermore, Abdul, (2013) examined the influence of demographics on the perception level of Multilevel
Marketing Distributors. The study describes the problems and sets out a research paradigm to investigate the
influence of demographics on the perception level of multilevel marketing distributors. The study concluded that
a right perception towards multilevel marketing is a prerequisite in building a wide network that will eventually
results in better performance in the field. In addition, Sourav, Singlab and Shashi Shashia (2015) in their own
studies investigate the motivational factors in multilevel marketing business using a confirmatory factor analysis
approach. It was discovered that most of the MLM companies focused on compensation plan or reward system but
apart from that a number of variables have been found which motivate the distributors to engage in MLM business.

In Colombia, William and Maria (2016) looked at international expansion opportunities for multi-level
marketing via personal networks. The paper noted that although multi-level marketing (MLM) and direct sales
companies have risen, controversies and ethical concerns in recent years, MLM has rapidly expanded to developing
and emerging markets in the last decades. The ethnographic research found that several multi-level and direct sales
companies provide international income opportunities, but do not contribute to the increase of formal jobs creation.

Gbadeyan and Olorunleke(2014) studied customer perception towards MLM in Ilorin, Nigeria. They focused
on three prominent MLM operating in Nigeria comprising Forever Living, GNLD and Tianshi. The study found
that small amount required to start the program was a major motivating factor to entrepreneur. In the same vein,
Effiom and Archibong (2015) investigated the Role of Multilevel Marketing (MLM) in Poverty Alleviation in
Calabar — Cross River State, Nigeria. Structured questionnaires were served on a total of 300 respondent
distributors of the company and the data generated were analysed using the Pearson Product Moment correlation
statistical technique. The result of the hypotheses tested showed that there is a strong positive relationship between
MLM and job creation on the one hand, and MLM and income generation on the other. The study recommends
that government should provide incentives to MLM companies to establish production plants in the country to
exploit local economies and stem the tide of unemployment, among many other benefits.

Okeke and Nwankpa (2017) examined the relationship among accounting fundamentals in multilevel
marketing, income security and the poverty challenge in Nigeria. The research hypothesis is that there is no positive
relationship among these variables. The study found that at the level of poverty challenge all needs are unsatisfied.
It is held in the study that income security in this country is primarily for the satisfaction of the citizen’s
physiological needs. Findings of the study thus led to the conclusion that the application of accounting principles
(accounting fundamentals) is critical to effectiveness in multilevel marketing.

In another study, Amina, Mukhtar and Mukhtar (2018) examined the moderating role of distributor’s job
satisfaction on the relationship between multilevel marketing (MLM) and distributor’s retention. The paper utilized
the sample of fifty (65) respondents, while a valid response of 77 percent was obtained. The face and content
validity of the instruments were found to be appropriate for their study.

Finally, Oladele and Laosebikan (2019) assessed the perception of financial variants of Multilevel marketing
Strategy and Growth of Network Marketing Companies in Nigeria. The study used a total of two hundred and two
MLM Entrepreneurs of Swissgolden, AIM Global and Longrich using Google form online survey. The data for the
study were analyzed using descriptive and inferential statistics. It was revealed from the study that there is a
significant relationship between the financial variants and motivation to Join MLM. The study therefore
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recommended that entrepreneurs should take due care in selecting MLM they signed up with.

SECTION THREE

Methodology

3.1 Research Design

This study adopted descriptive research design which is a scientific method that involves observing and describing
the behaviour of a subject without influencing it in any way. This research design was chosen because of its ability
to reduce any bias and the collection of authentic data import for the data analysis.

3.2 Population of the Study

The population of this study comprise of all distributors/partner in the selected MLM Company in Akure (Longrich
Bioscience International). The company was purposively selected because it is the only one out of all other MLM
companies in Nigeria that has its manufacturing plant built in Nigeria. The number of respondents became the
population for the study which is 175.

3.3 Sample Size and Sampling Technique

The distributors of Longrich products of selected state, otherwise refers to as partners in this study, form the
population from which samples were drawn for the study. Sampling was, however, restricted to those who are
registered members as distributors and those who have used at least one of the Longrich products in the last one
year. This was to ensure that they qualify as consumers and distributors of Longrich products. Since it will be
practically impossible to obtain a list of all Longrich distributors in the population because multiple registrations
are allowed and new recruit are coming in on minute bases online, the non-probability method of sampling was
opted for. Of the non-probability sampling methods commonly used, purposive or judgmental was thought to be
more appropriate for in this case and was used in the selection of the distributors for this study. The sample size is
175 which is the total number of the respondents.

3.4 Validity and Reliability of the Research Instrument

In ensuring the reliability of the instrument, a Cronbach’s alpha test for consistency of the items of the
questionnaire was conducted using stata the value of a range from 0-1, hence, the closer the value of a to 1, the
more acceptable the reliability of the instrument (Fisher, 2010). This was satisfactory which showed the instrument
was reliable

3.5 Scope of the Study

Different multi-level marketing companies abound in Nigeria. However, the scope of this study is limited to
Longrich Bioscience International in Akure Metropolis, of Ondo State, because of the presence of its large member
customers\distributors that are spread across the city.

3.6 Method of Data Collection

Data were collected mainly from primary sources through the use of questionnaires. Sekeran (2003) added that in
using an online survey, the number of respondents inclined to participate in the survey constitute the sample size.
The questionnaire comprised was administered via online platforms such as Longrich distributors/partners/
Whatsapp group chats and Facebook pages using a link (Link: https://forms.gle/iwWCqiYebUB6JCgP8).

3.7 Model Specification

The regression model was represented by the following equation:

EMP = EMP = By + [11G + ,PQ + B3TF + S,RS + BsCI + BCP + ;]S + ¢

Where IG, PQ,TF,RS, CI, CP and JS are respectively Income generation, Product quality, Time freedom, Reward
system, Company image, Compensation plan and Job satisfaction while EMP denotes unemployment reduction
and E as error term.

The theoretical Apriori expectations of the model are:.

B1—Bs > 0.

In theoretical terms, it is expected that any improvement or increase in the income generation, product quality,
time freedom, company image, compensation plan and job satisfaction is expected to increase employment
generation by a certain percentage.

3.8 Method of Data Analysis

Two type of data analysis were carried out on data collected. Descriptive statistics, which include frequency counts,
and tables, were used to analyse and interpret the data. Regression Analysis was used. The significant level for test
is 0.05.
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SECTION FOUR

Data Presentation, Analysis and Interpretation

4.1 Socio-Demographic Characteristics of Respondents
Table 4.1Socio-Demographic Characteristics of Respondents

Characteristics Frequency Percentages (%)
Gender Male 22 12.6
Female 153 87.4
Total 175 100.0
Age group 16 -25 22 12.6
26- 35 77 44.0
36— 45 61 34.9
46 — 55 12 6.9
56 — 65 2 1.1
65 and above 1 .6
Total 175 100.0
Educational Qualification O’Level 9 5.1
OND/A-Level 19 10.9
HND/B.Sc. 111 63.4
Masters 22 12.6
Ph.D. 6 3.4
Others 8 4.6
Total 175 100.0
Marital Status Single 53 30.3
Married 120 68.6
Divorced 2 1.1
Total 175 100.0
Years of Partnership less than a year 81 46.3
1-2Years 59 33.7
2-3 17 9.7
3-4 6 34
4-5 2 1.1
Syears and above 10 5.7
Total 175 100.0

Source: Researcher’s Computation, (2020)

The Table 4.1 Presented the responses of Longrich partners/distributors based on demographic characteristics.
The demographic variables considered in this study were gender, age group, education qualification, marital status,
and years of partnership. The analysis showed that majority of the respondents were female (87.4%) while male
were (12.6%). This concluded that more female Longrich partners responded to the questionnaire than male.
Majority of the respondents fell within a very active and productive age; those between the age of 16 - 25 years
were 12.6%, 26 - 35 years were 44%, 36 — 45 years were 34.9%, 46 — 55 were 6.9% while 56 -65 years, 65 and
above were 1.1%, and 0.6% respectively. This concluded that all the respondents were mature and able to give
sound ethical judgement and standard with reference to answering the research questions. The highest educational
qualifications of majority of the participants was HND/B.Sc. (63.4%), followed by master’s degree (12.6%) and
OND/A-level were (10.9%), while O’level, Ph.D., and others were 5.1%, 3.4%, 4.6% respectively. Thus, all the
respondents were educated and therefore understood the contents, construct and importance of supplying honest
answers to the research question which further justified the validity and reliability of the gathered data. Majority
of the respondents yere married (68.6%), followed by singe (30.3%), and divorced (1.1%). This further stress that
majority of them were responsible individuals. Also, 46.3%, 33.7%, 9.7%, 3.4%, 1.1%, 5.7% were less than a year,
1-2Years, 2-3, 3-4, 4-5, and Syears and above in partnership with Longrich which means that those that are over a
year with the company are more than those that are a year and below which means they are all experienced
Longrich product users.
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Table 4.4.2: Multiple Regression Model of Multi-Level Marketing and Employment Reduction in Akure
Metropolis.

Independent variables Beta T Significance | Tolerance VIF
IG 215 2912 | .004 274 3.652
PQ -.059 -.657 512 189 5.295
TF 125 1.462 | .146 204 4.908
RS -.109 -1.261 | .209 202 4.954
CI 324 3.532 | .001 178 5.623
CpP 396 5431 |.000 282 3.544
JS .047 .660 510 292 3.430
Correlational Statistics

Dependent variable Multiple R | R? Adjusted R? | S.E of Estimate | Durbin Watson
EMP .866° 750 .739 2.01402 2.008

Source: Researcher’s Computation, (2020).

This study used the multiple regression model. The factors considered were Income generation, Product
quality, Time freedom, Reward system, Company image, Compensation plan, and Job satisfaction, while
employment reduction is the dependent variable. The employment opportunity was significantly predicted at R> =
0.750, F =(7,167) = 71.521, P< 0.01. The model explained 75% of the variation in employment opportunities in
Akure metropolis. The multiple coefficient of variation (R) 0.866 depicted a strong and positive relationship
between multi-level marketing and employment opportunities.

Also, the F ratio of 71.521 was statistically significant at 0.01 level. The beta weights (), compensation plan
(CP) have the strongest influence of 39.6%, followed by company image (CI) with 32.4% impact, income
generation have 21.5%, time freedom has 12.5%, and job satisfaction has the least impact of 4.7% on employment
opportunity. Hence, there is a significant relationship between multi-level marketing and unemployment reduction
in Akure metropolis. This was in agreement with the study of Effiom and Archibong (2015) who investigated the
role of Multilevel Marketing (MLM) in Poverty Alleviation in Calabar — Cross River State, Nigeria.

SECTION FIVE

Summary, Conclusion and Recommendations

5.1 Summary

This study examined the relationship between Multi-level marketing and unemployment reduction in Akure
metropolis. The study made use of primary data, and was conducted using the selected community of Longrich
product partners/distributor in Akure, Ondo State, Nigeria. The choice of Google form easy accessibility of
gathering data via internet due to the Covid 19 lockdown. Purposive sampling technique was used to select the
respondents who participated in the study. The data collected were analysed using frequency counts, tables, factor
analysis, and multiple regression model. The result of multiple regression model to determine the relationships
between multilevel marketing and unemployment reduction revealed that multilevel marketing was significantly
predicted at R?2=0.750, F = (7, 167) = 71.521, P< 0.01. Therefore, there is a significant relationship between multi-
level marketing and employment opportunities in Akure metropolis.

5.2 Conclusions

The main thrust of this research is that multilevel marketing has serve as employment generation hub for Longrich
product users in Ondo State. The conclusion, therefore, is that unemployment will be drastically reduced if Multi-
level marketing patronage is sustained.

5.3 Recommendations

Since there is a positive relationship between MLM and employment reduction, government should create enabling
business environment for this company to bring more on board for investment to generate further employment. In
addition, since income generation, product quality, compensation plans, employment opportunity, job satisfaction
and reward system dimensions were found to determine product users’ partnership, it is recommended that the
Management of Longrich should adopt them in formulating strategic marketing policies that would enhance
partners intent to join the company MLM programs.
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