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Abstract Internal consumption in the direct selling industry has been at the heart of
many debates over the past couple of decades. In this article, we contend that
internal consumption is a widespread practice at all levels of the distribution channel
and not something limited to the direct selling or the multilevel marketing (MLM)
retail arena. While government regulators in some countries attempt to use this
practice in MLM as prima facie evidence of illegal pyramiding, the results presented
here provide evidence of the widespread use of internal consumption in all aspects of
retailing. Thus, to attribute internal consumption as a negative aspect solely within
the direct selling marketplace shows a misplaced understanding with regard to
personal use, discounts, and company recruiting efforts. At the same time, however,
our research shows that discounted purchasing of product for personal use likely
brings little value to the company since it does not appear to result in increased job
satisfaction or organizational loyalty from either the affected employees or the
customer base.
# 2015 Kelley School of Business, Indiana University. Published by Elsevier Inc. All
rights reserved.
1. A controversy. . .yet a widespread
phenomenon

Whether employed by a firm or independent contrac-
tors, personal selling has experienced tremendous
growth over the past 2 decades and will continue to
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do so (Rapp, 2009). A career in sales can offer con-
siderable opportunities for an assiduous salesperson.
Unfortunately, one of the predominant marketplaces
for personal selling–—the world of direct sales, in-
cluding the form known as multilevel marketing
(MLM)–—has faced considerable controversy over
the past few years.

A major area of controversy has been around the
phenomenon referred to as the internal consumption
practice–—a common practice among the direct
selling sales force. Basically, internal consumption
ndiana University. Published by Elsevier Inc. All rights reserved.
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is when sales force members purchase the company’s
product for personal use. In doing so, the salesperson
receives a discount off the purchase price. We con-
tend here that the controversy about internal con-
sumption in direct selling is misplaced for two major
reasons: (1) internal consumption occurs in multiple
business-to-consumer domains, not just in the direct
selling industry; and (2) regardless of the retail channel,
the rationale for offering internal consumption oppor-
tunities as an employee benefit does not provide the
suspected payback as a motivator. As such, whether
labeled internal consumption or employee discounts,
the phenomenon does not have a major impact on sales
people, other employees, or consumers.

2. The direct selling marketplace

Direct selling is a non-store distribution method in
which products are offered directly to the consumer
via person-to-person or party plan selling. Recent
estimates suggest worldwide sales at direct selling
companies were in excess of US $178.5 billion in
2013, with a sales force estimated at 96 million
independent contractors worldwide. In the United
States, sales in 2013 were $32.7 billion and sales
Table 1. Types of direct selling sales people*

�Wholesale or Discount Buyer: These individuals technic
but in reality do so to buy the company’s products at the
sales force. They do not sell and they do not recruit.

� Short Term/Specific Objectives: These are individuals 

objective. Examples of these people are women who join
earn extra income to spend on their own families’ Chris
joins a firm to earn enough money to replace a worn out
set.

� Quality Of Life Improvement: These are people whose f
life they want, whether both husband and wife work outs
must stay at home for the children. One of them–—usually
with a company, but she or he will do it all year long to e
financially.

� Careerists: These are the people who work full time at th
with their own small businesses, in effect in partnership

� Social Contacts: In some countries, women who have bec
number of nuclear families join direct sales firms for the
customers and with their colleagues.

� Recognition: In some countries, people, especially wom
recognition they earn for their efforts.

� Belief in the Products: Some people join direct sales com
the products that they want to share them with their fr

* Source: World Federation of Direct Selling Associations (2014b)
people numbered 16 million (World Federation of
Direct Selling Associations, 2014a). Sales in the
European Union countries in 2013 were reported
to be s18.7 billion and the number of sales people
was 5.2 million (European Direct Selling Association,
n.d.). Clearly, direct selling is a major aspect of
business-to-consumer (B2C) retailing.

A profile of the direct selling sales force shows the
following: 80% are female, approximately 90% oper-
ate their business part time, about one-half have
college degrees, financial compensation is commis-
sion based, taxes and expenses are paid by the
independent operator, 80% of the sales force has
been with their company for more than 1 year, and
many view the direct selling as a source of empow-
erment (Direct Selling Association, 2015). Table 1
presents an overview of seven types of sales people
in the direct selling industry based on individual
motivations for joining and staying affiliated with
the company. Products sold in the direct selling
context are diverse, with leading product sales
categories varying region to region and country to
country. Table 2 provides examples of products
offered by direct sellers.

Direct selling is often confused with multilevel
marketing; herein lies a significant problem–—or one
ally are sales people in that they sign up as sales people
 wholesale or discount price accorded members of the

who join a company to earn extra money for a specific
 many of the companies one month before Christmas to
tmas presents. Another example is when an individual

 appliance, such as a refrigerator, or to buy a television

amily income is inadequate to give them the quality of
ide the home or one income is inadequate and the other

 the woman–—will therefore work a few hours per week
arn enough money to improve the quality of their lives

eir direct sales business. They are micro-entrepreneurs
 with the direct selling firms.

ome isolated in the home because of a diminution of the
 social contact direct selling provides, both with their

en, join firms for the treatment of respect and the

panies because they believe so much in the attributes of
iends, neighbors, and the public at large.



Table 2. Illustrative products offered by direct sellers*

Aerial photographs Air purifiers Arts & crafts Ceramics
Chinaware Cleaning products Clothing Cookware
Cosmetics Cutlery Electronics Glass & crystal
Home decorations Jewelry Lingerie Magazines
Nutritional supplements Reference books Tableware Toys
Vacuum cleaners Wines & beverages

* Source: Crittenden and Crittenden (2004)
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area of controversy–—for the direct selling market-
place. While direct selling is a method of distribu-
tion, multilevel marketing is a type of compensation
plan often found in the direct selling distribution
method. Within the multilevel marketing compen-
sation plan, direct sellers can be compensated for
sales made by themselves, sales made by recruits,
and sales made by downline recruits (the sales
people the recruits have brought into the business).
Direct sellers cannot be compensated merely for
recruiting sales people or for inventory loading by
their sales force recruits. To do so makes the multi-
level marketing compensation plan an illegal pyra-
mid (R&R Law Group PLLC, 2015). As evidenced in
the payment scheme, inventory loading–—the sec-
ond and related area of major controversy–—has
been determined to be illegal by the Federal Trade
Commission and the European Union’s Unfair Com-
mercial Practice Directive. Unfortunately, inventory
loading is often confused with, and possibly dis-
guised as, that of internal consumption.

2.1. Inventory loading or internal
consumption?

Inventory loading occurs when members of the sales
force purchase large quantities of their company’s
products–—at a discounted price–—so as to qualify for
a sales volume goal rather than to strictly meet the
needs of the customer. The salesperson meets his or
her volume goals and simultaneously receives com-
missions for purchases that might or might not be
used for his or her personal consumption. Unfortu-
nately, such inventory loading has cast a shadow
upon members of the direct selling sales force who
purchase product for personal use. This purchasing
for personal use has been labeled as ‘internal con-
sumption’ and has essentially created a stigma and
negative buzz about the direct selling marketplace
in general (Eisenstein, 2002).

Peterson and Albaum (2007, p. 317) define inter-
nal consumption as ‘‘the practice of an employee or
other type of company representative purchasing
product or services at a discount from list or regular
market price from his or her employer (or other
principal) for his or her own use or consumption.’’
Webster v. Omnitrition International, Inc. (1996)
included internal consumption as a component of
an unlawful pyramid scheme and suggested that sale
of a product to an ultimate user meant that the
product sale was to a user outside of the selling
organization (Peterson & Albaum, 2007). However,
the BurnLounge decision draws a clear distinction
between internal consumption and inventory load-
ing, making it clear that internal consumption is
legal as long as there is legitimate consumer demand
for the company’s products (Thompson, 2014). Re-
cently, the Ninth Circuit Court of Appeals offered its
opinion with regard to internal consumption, de-
claring that internal consumption was legal if the
products were purchased for legitimate personal
use (Thompson, 2014).

By equating internal consumption with inventory
loading, antagonists have created an aura of general
corruption with respect to direct selling. We contend,
however, that consumption by employees at a dis-
counted rate, regardless of the marketplace context,
is as American as apple pie and that internal con-
sumption occurs in all areas of business–—not just
direct selling. For example, an administrative assis-
tant is noted as saying that the reason she switched
employers, accepting a lower per-hour wage at a
local university, was for the tuition benefit for her
children. One has to wonder why this is different from
that of Jennifer Azzi, former university, Olympics,
and women’s professional basketball player who
evolved from being a user of USANA (a direct selling
company marketing nutritional products) to being an
endorser of the product to being a distributor of the
product. Azzi said, ‘‘I’m using the products and tell-
ing everyone to take them. It’s something I believe in.
If I’m doing all that, why wouldn’t I be a distributor?’’
(Direct Selling News, 2009). Thus, if the sales force in
the direct selling marketplace is monitored for inter-
nal consumption, why are employees outside the
direct selling marketplace not also monitored?

2.2. Discounts: As American as apple pie

Employee discounts are a popular perk for employ-
ees of many companies. Examples include (ifo Apple
Store, 2015; Max, 2003):



424 V.L. Crittenden, G. Albaum
� Dining establishments–—Wolfgang Puck employees
pay only 50% of the tab when they, with up to
three guests, dine at the company’s restaurants.

� Airlines–—Most carriers allow employees and their
relatives to travel for free on stand-by.

� College tuition–—Many colleges offer tuition re-
mission/discounts for employees and their imme-
diate family members.

� Ski resorts–—Employees and family members at
Vail receive passes for any of the five resorts as
well as reduced rates at Vail hotels, restaurants,
and stores.

� Retail shops–—The Apple Store reportedly offers
considerable discounts to its employees, includ-
ing ongoing discounts for anything in the store,
larger discounts once per year for complete sys-
tems, occasional discounts on third-party prod-
ucts, and deals on discontinued/overstock items.

� Automobile manufacturers–—Employees and their
family members can save thousands of dollars on
new car purchases, often paying less than the
dealer’s invoiced price.

Clearly, companies are using internal consumption
opportunities as an alleged win-win situation for
both company and employee. For example, an ana-
lyst in Detroit attributed the internal consumption
phenomenon in the automobile industry to the basic
fact that people in the marketplace were not buying
cars (Strumpf, 2008). Thus, the automobile manu-
facturers and dealerships were moving cars down-
stream, regardless of whether the consumption was
by a non-employee or a salesperson on the dealer
lot. Discounts are also a common perk for many
retail stores; they move merchandise even when
the sales are at reduced prices to their own employ-
ees. But, should internal consumption of automo-
biles or clothing be counted toward a company’s
bottom line in the same manner as sales to the
external public?

In addition to showing that purchasing for per-
sonal use occurs across a variety of companies and
industries, our research suggests that internal con-
sumption is a misunderstood phenomenon from the
perspective of employee and customer benefits.
While the benefits of discounted purchasing for
personal use might be an initial enticement to work
for a particular company, we propose that allowing
internal consumption does not have an effect on
overall job satisfaction. Additionally, we suggest
that a salesperson’s internal consumption has no
effect upon a consumer’s likelihood to purchase.
Thus, internal consumption is merely a perk that one
can choose (or not) to participate in and is not
something exclusive to the direct selling market-
place.

3. Incidence and value of internal
consumption

Our purpose here is to report on a series of studies
that addressed the incidence and value of the prac-
tice of discounting product for personal use and to
propose that internal consumption is not a prima
facie indicator of an illegal MLM pyramid scheme
since it is not restricted to the direct selling mar-
ketplace nor something that necessarily creates
long-term value for firms. Five separate studies
were conducted to assess various issues related to
internal consumption.

3.1. Does internal consumption occur in
retailing outside of direct selling?

Personal interviews were conducted in two cities in
the southwestern United States with a purposive
sample of 40 national retailers. These retailers
included companies such as Best Buy, Target, Wal-
Mart, Home Depot, Firestone, Macy’s, Walgreens,
Albertsons, and Radio Shack. The size of the re-
tailers, in terms of sales volumes, ranged from $24.6
million to $256.3 billion. The number of employees
nationally ranged from 5,100 to 1.5 million. All
interviews were conducted with store managers.
Specifically, store managers were asked (1) if dis-
counts were offered to employees, (2) if discounts
were also offered to employee family members, and
(3) if there were limits placed on the amount that
could be purchased at discount. The questioning was
expanded in the second city, where store managers
were also asked if employee-discounted sales (in-
ternal consumption) were included in total sales for
purposes of any bonuses given to store managers.

In City A, 37 of the 40 retailers offered some type
of discount purchase program for their employees.
Twenty-two of these 37 retailers also offered dis-
counts for their employee’s immediate family mem-
bers. Employee discounts for purchasing products or
services for personal consumption ranged from the
firm’s cost to a 5% discount off the retail price. As a
whole, the retailers referred to the discount pur-
chase program, which is in effect a form of internal
consumption, as a standard employee benefit. Many
of the store managers interviewed stated that their
firm believed it had to offer such a program to
compete for quality employees.
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In City B, 28 of the 40 national retailers were
available for the interview. Twenty-two of the
28 retailers interviewed offered a discount program
for employees, with discounts available to both
full- and part-time employees. Nineteen of the
22 companies included employee family members
in the discount program. With respect to bonuses,
13 of the store managers reported that managers
received a bonus based on total store sales. Nine of
these store managers reported that discounted
sales to employees and/or employee family mem-
bers were included in the sales figure used to cal-
culate manager bonuses. Thus, 32% of the sample
included internal consumption sales in the bonus
calculation.

Based on these results, internal consumption
does occur outside of direct selling; it occurs within
the United States’ retail sector. Within the direct
selling context, Keep and Vander Nat (2014) claimed
that paying commissions on internal consumption
resembles an illegal pyramid scheme. Yet, including
internal consumption sales in bonuses for retail
store managers is analogous to upline distributors
receiving commission on internal consumption of
downline distributors in a direct selling organiza-
tion. Since it is not illegal in traditional brick and
mortar retailing, we are left to wonder why it should
be illegal in direct sales organizations.

The pervasiveness of internal consumption across
various types of product and service organizations,
in conjunction with the examples noted earlier (i.e.,
the woman who accepted a job for the tuition
benefits for her children and another woman selling
nutritional products because she used them her-
self), implies that there are organizational benefits
to allowing discounts for personal use. Thus, we
explored the range of benefits–—from impact on
job choice and satisfaction to impact on consumer
choice and company loyalty.

3.2. Is internal consumption influential in
the job choice process?

In the second study, a commercial vendor was hired
to conduct a telephone survey of a national proba-
bility sample of 401 households in the United States.
To ensure that the sample was representative of the
population as a whole, this obtained sample was
derived from the original calling of 5,414 telephone
numbers. The 401 households represent 7.4% of the
number of attempts, 9.8% of the total valid sample,
26.1% of the reachable working sample, and 54.6% of
the total cooperative sample.

In addition to assessing the extent of internal
consumption policies, this study explored whether
such a benefit influenced the worker’s decision to
accept the position at the firm. The questions asked
of the respondents were:

� Do you or anyone else in your household work for a
firm or organization that provides employee dis-
counts or price reductions on the products or
services that it sells?

� For what type of firm or organization do you work?

� Does the firm or organization that you work for
allow you to buy its products or services at a
discount or reduced price for your family or
friends? If so, what are the types of employee
discounts that your firm or organization provides?

� Does your firm put a dollar or quantity limit on
how much you can buy using an employee dis-
count? If so, what are the limits?

� How often do you personally buy something from
your firm or organization using an employee dis-
count or price reduction?

� Is the fact that your firm or organization offers
employee discounts or reduced prices one of the
reasons you work for it? If so, why?

One hundred respondents (46 males, 54 females) in
the obtained sample reported that someone in the
household worked for a company that provided
employee discounts or price reductions on the prod-
ucts or services that it sells. These respondents lived
in 35 different states, with no more than six from a
single state. Overall, this sample does constitute a
representative national sample.

Eighty of these 100 qualified respondents indicat-
ed that there was no monetary or quantity limit on
the purchase size with the product discount. Twelve
of the respondents indicated that they had never
purchased using the employee discount program.
When asked if the employee discount program was
an influential factor in accepting the position with
the company, only 15 respondents reported in-
cluding this attribute in the employment decision
process.

While internal consumption is once again a com-
mon occurrence, it does not, however, appear to be
an influential force in the decision to accept a
position at the company. Only 15% of the qualified
respondents had included the attribute in the deci-
sion to accept the position, with an almost equal
number never having taken advantage of the benefit
program. This makes us wonder if companies are
giving more credit to the program than is actually
due. While discounting for personal use might help
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entice a few people to work for particular compa-
nies, it does not appear to be a major force in the
job choice process. The bottom line is that, while
available, the internal consumption opportunity
does not appear to be influential as a company
benefit.

3.3. Does internal consumption lead to
job satisfaction?

As noted by one employee/consumer, discounts are
a way to instill employee loyalty and goodwill. As
such, a total of 223 adult women were recruited by a
commercial vendor to a central location and asked
to respond to a short self-report questionnaire. The
sample group was asked the following questions:

� What company or organization do you work for?

� Does this company or organization offer you the
opportunity to purchase its products or services
for your own or your family’s use at a price lower
than normal or the usual retail price? In other
words, does your employer offer employee dis-
counts or price reductions on its products or
services? If yes, have you purchased any of these
products or services in the past 12 months?

� Please indicate the extent to which employee
discounts, or the lack thereof, affect your general
satisfaction with your job. [A five-category re-
sponse option anchored by ‘no effect’ and ‘con-
siderable effect’ was used.]

Eighty-three respondents reported that the compa-
ny they worked for offered employee discounts or
price reductions on its products or services. Of
these, 55% reported purchasing something during
the 12 months prior to the data collection. Thus, the
employee benefit had been used by some of the
women in the sample group. However, when asked
about the extent to which job satisfaction would be
affected by an employee discount policy, 127 of the
223 female respondents indicated ‘no effect.’ In
contrast, only 8.3% stated ‘considerable effect.’
With around 57% of the women in this representative
sample saying that an employee discount had no
effect on their job satisfaction, it is clear that inter-
nal consumption cannot substitute for other variables
that comprise a worker’s overall job satisfaction.

3.4. Does a salesperson’s personal use of
company products matter to consumers?

If companies are making internal consumption an
option, yet employees are not viewing the option as
influential, we have to wonder as to the benefit of
personal use as an employee perk. Thus, does the
fact that a salesperson/employee uses his or her
company’s product make a positive impression on
the consumer? If so, then the personal use benefit
would be reflected in higher sales or at least con-
sideration in the consumer decision-making process.

Since our overall concern in this research effort
was with direct selling and since females comprise
about 80% of the direct selling workforce, we nar-
rowed our research to the female population. In this
third study, a cross-section sample of 803 adult
females from a Midwestern state was recruited by
a commercial research firm and asked to complete a
brief self-administered questionnaire at a central
location. Using a snowball sampling technique, re-
cruiting was accomplished by means of telephone
screening calls based on a random digit dialing
technique to approximately 250 ‘kernels’ of women
whose telephone numbers were then augmented
through referrals (Smith & Albaum, 2012). Thus, a
mixed probability sampling approach was used to
obtain a diverse sample of middle-class women.

A completely randomized experimental design
was used to obtain the necessary data. The treat-
ment variable had two levels: (1) a sales represen-
tative for a retailer indicates that she regularly buys
her employer’s products (Scenario 1) and (2) no
mention is made of the salesperson’s purchases
(Scenario 2). Scenario 1 was provided to 407 sample
respondents; 396 sample respondents received Sce-
nario 2. Using a five-category response option an-
chored by ‘very likely’ and ‘very unlikely,’ the
following question was asked:

� Suppose you are shopping at a retailer such as
Wal-Mart, Sears, or Best Buy. [Included in Scenar-
io 1 only:] During the sales presentation about the
retailer’s products, the sales representative men-
tions that she regularly buys these products for
her personal or family use. [The question contin-
ues as follows for both scenarios.] Now, assume
for the moment that (1) you are interested in
purchasing the type of products sold by the re-
tailer and (2) the products appear to be of good
quality and are priced competitively. How likely
you are to purchase from this retailer?

Scenario results are presented in Table 3. For both
scenarios, the greatest percentage of responses was
in the ‘very likely’ and ‘somewhat likely’ catego-
ries, which indicates that the purchase decision
would likely be driven by the desire for the product
and the product’s price and quality. Overall, the
likelihood distributions for the two scenarios was
highly significant at p<.001 (Mann-Whitney U test).



Table 3. Likelihood of purchase from a retailer

Treatment Variable a

Scenario 1 Scenario 2
personal use noted no personal use noted All Respondents

Response (percent) (percent) (percent)

(N=407) (N=396) (N=803)
Very Likely 23.8 51.3 37.4
Somewhat Likely 50.6 33.8 42.3
Indifferent 16.7 4.5 10.7
Somewhat Unlikely 6.1 4.3 5.2
Very Unlikely 2.7 6.1 4.4

–—–—–— –—–—–— –—–—–—
100.00 100.00 100.00

a Mann-Whitney U=58,867, p<.001
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Thus, it seems that the salesperson’s use of the
product was basically irrelevant when it came to
whether or not a consumer would purchase the
product (given that the consumer already desired
the product).

All sample respondents were also asked the fol-
lowing questions:

� What company or organization do you work for?

� Does this company or organization offer you the
opportunity to purchase its products or services
for your own or your family’s use at a price lower
than normal or the usual retail price? In other
words, does your employer offer employee dis-
counts or price reductions on its products or ser-
vices? If yes, have you purchased any products or
services in such a program in the past 12 months?

� Please indicate the extent to which employee
discounts, or the lack thereof, would affect your
general satisfaction with your job.

As related to whether or not internal consumption
occurs outside of direct selling, slightly less than one-
third indicated that their employer had an internal
consumption policy. Two-thirds of these respondents
reported that they had purchased something within
the past 12 months. Again, internal consumption did
occur within this sample group, which further sup-
ports the contention that internal consumption is not
solely a direct selling phenomenon.

To determine the connection between employee
discounts and job satisfaction, satisfaction was
measured by a five-category numerical rating scale
anchored by ‘no effect’ and ‘considerable effect.’
Two-thirds of those responding to this question in-
dicated ‘no effect,’ whereas only 7.8% indicated
‘considerable effect.’ This finding supports those in
the previous study in that the ability to purchase
product at a discounted rate for personal use was
not an employment attribute that ranked highly
among employees.

3.5. Does internal consumption lead to an
increased likelihood to purchase from a
direct selling company?

To explore this contention, a commercial vendor in a
major city in the southwestern United States re-
cruited a sample of 220 adult females to a central
location where they were asked to complete a brief
self-report questionnaire. A completely randomized
experimental design was used where the respondents
were presented with one of two scenarios. So as to
more closely pursue the notion of internal consump-
tion as related to the direct selling industry, the
salesperson in each of the scenarios was a represen-
tative of a direct selling company. Scenario 1 indicat-
ed that the sales representative used the direct
selling company’s products, while Scenario 2 made
no mention of such use. Respondents used the same
likelihood scale as that used in the third study–—a five-
category response option anchored by ‘very likely’
and ‘very unlikely’–—using the following question:

� Suppose you have been contacted by a sales
representative for a direct selling company such
as Amway, Avon, Mary Kay, or Herbalife. [Included
in Scenario 1 only:] During the sales presentation
about the company’s products, the sales repre-
sentative mentions that she regularly buys these
products for her personal or family use. [The
question continues as follows for both scenarios.]
Now, assume for the moment that (1) you are
interested in purchasing the type of products sold
by the retailer and (2) the products appear to be
of good quality and are priced competitively. How
likely are you to purchase from this direct seller?

Scenario results are presented in Table 4. Almost
62% of those responding to Scenario 1 indicated that



Table 4. Likelihood of purchase from a direct selling company

Treatment Variable a

Scenario 1 Scenario 2
personal use noted no personal use noted All Respondents

Response (percent) (percent) (percent)

(N=112) (N=108) (N=220)
Very Likely 18.8 19.4 19.1
Somewhat Likely 42.9 38.9 40.9
Indifferent 8.0 3.7 5.9
Somewhat Unlikely 16.1 23.1 19.5
Very Unlikely 14.3 14.8 14.5

–—–—–— –—–—–— –—–—–—
100.00 100.00 100.00

a Mann-Whitney U=5852.5, p<.67
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they were at least ‘somewhat likely’ to purchase,
whereas slightly more than 58% of the Scenario
2 respondents replied in a similar manner. However,
the distributions of likelihood responses for the two
scenarios were not statistically significant based on
a Mann-Whitney U test (p<.67). As with the previous
study, the question remains as to whether the cus-
tomer cares if the product is used by the salesper-
son. Thus, product testimonials by a direct selling
representative, as with any salesperson, do not have
a significant impact on the consuming public.

All sample respondents were also asked the fol-
lowing questions:

� Some companies have a policy that allows their
employees to buy company products at a discount
or reduced price if the products are for personal
or family use. Does your company have such a
policy?

� If you answered ‘no’ or ‘unsure,’ would such a
policy increase your loyalty toward your company
and make you work harder?

� If you answered ‘yes,’ does this policy increase
your loyalty toward your company or make you
work harder?

Approximately 27% of respondents reported that the
company they worked for had a policy allowing
employees to purchase company products at a dis-
counted or reduced price. Of those respondents
whose company did not have such a policy, only
27.6% indicated that an employee discount policy
would increase their loyalty toward their company
or make them work harder. The vast majority re-
ported either that there would be no effect on their
work or that they were unsure as to the potential
impact on work ethic. These findings were consis-
tent with those in previous studies reported here.
4. Internal consumption is here to
stay. . .but who cares?

Internal consumption occurs in various types of
marketplaces. It is not a phenomenon restricted
to the direct selling industry; rather, it appears that
companies in many industries entice individuals to
partake of internal consumption so as to have a
positive impact on company sales and to incentivize
employees. We contend that to tarnish the image of
the direct selling industry by focusing on internal
consumption as a corrupt practice specific to direct
selling is discriminatory–—it happens over and over
again in a variety of retail outlets. At the same time,
however, we question the company’s motivation
behind engaging in this practice, regardless of the
type of retailing marketplace.

The rationale that internal consumption is an
employee benefit and leads to improved job satis-
faction, and thus employee loyalty, is highly ques-
tionable. Our research suggests there is minimal
connection: The majority of respondents reported
that internal consumption had no effect on job
satisfaction nor was the offering of product dis-
counts a major reason for working for a particular
company. Additionally, encouraging internal con-
sumption as a means of employee testimonials did
not appear to impact customer purchase intentions.

The current research suggests that internal con-
sumption is pervasive, yet misunderstood, and that
it is not specific to the direct selling industry. Our
intent in the various studies was to look at the
phenomenon from a variety of perspectives so as
to (1) assess the incidence of occurrence, in partic-
ular to see if it occurred outside of the direct selling
industry, and (2) determine its value. We found that
it does occur, but we were unable to discern if there
was necessarily long-term value in the occurrence.
As such, we offer the following recommendations to
companies:
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� Understand the marketplace in which company
products and services compete. If it is a tight job
market, offering discounts for personal use could
be a cost-effective way to entice job applicants.
With only a relatively small number actually par-
taking of the discounting benefit, even a small
recruitment gain should outweigh the cost of the
benefit.

� Since discounted purchasing for product use is not
the top priority for a potential hire, do not use that
particular benefit as a major recruiting focus.

� The personal use discount cannot be used in place
of other variables that can affect job satisfaction.
Understand clearly the job satisfaction variables
related to the company’s particular industry and
work environment.

� Do not convey to company sales people that
personal product use will be reflected positively
in sales to end users.

Without a doubt, the buying process that occurs
within a brick and mortar facility makes it relatively
easy to track sales to individual employees since the
purchase occurs on-site. This is unlike that of the
direct selling process in which the company does not
know who is purchasing what product since the
shipment generally goes to the salesperson for ulti-
mate delivery to the end user. Thus, the quantity or
value of the personal use by the direct selling
salesperson is difficult, if not impossible, to discern.
However, our research shows that internal consump-
tion is not exclusive to the direct selling market-
place. Thus, the attribution as a direct selling
phenomenon is incorrect. Regardless, the low value
in terms of satisfaction and loyalty by sales people
and end users suggests that internal consumption is
a phenomenon that does not warrant the attention
that has been directed its way.
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