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1. “ Compensation ” includes a payment based on a sales or distribution made
to a person who either is a participant in a pyramid promotional scheme or
has the right to become a participant upon payment.

2. “ Consideration ” means the payment of cash or the purchase of goods,
services or intangible property but does not include : ( a ) The purchase of
goods or services furnished at cost to be used in making sales and not for re-
sells. (b)) Time and effort spent in pursuit of sales or recruiting activities.

3. “ Pyramid promotional scheme ” means any plan or operation by which
participant gives consideration for the opportunity to receiver compensation
which is derived primarily from any person introduction of other persons in-

to participation in the plan or operation rather than from the sale of goods,
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Case study-the Reinforcement Regulation on
Multi-Level Marketing (MLM)

Wu, Yin-Tung

Multilevel Marketing is one of the most important marketing approaches
in Taiwan. Today a lot of famous big companies also try to corporate with Mul-
tileve! distribution companies to sell their product. Here we discuss the “Pyra-
mid promotional scheme(7£1)”, “Multilevel Marketing” and other laws about
such econmoics activity from a case study. In the case study we can find some
unfair or deceptive acts or practices in the process of such marketing approach,
for example, deceptive product advertisements and so on, in the latter we also
provide some suggestions to rule it.

Fundamentally a lot of countries think that “Pyramid ‘promotional scheme”
means any plan or operation by whcih participant gives consideration for the
opportunity to receive compensation which is derived primarily from any per-
son introduction of other pérsons into participation in the plan or operation.
However, in Taiwan some opinions of Fair trade commission seem to have
some conflicts to executive Fair trading law. In addition to the above, because
many companies sell “health food”, cosmetic, we also discuss Multilevel Mar-
keting activity from the viewpoints of Consumer protectidn Act, Law of Phar-
maceutical Affairs, Law for the control of food sanitation and Law for the san-

itary control of cosmetics.

% 1 : According to Arizona Pyramid Promotional Schemes Act {Ch. 11.9. Arizona
Revised Statutes Annotated 272(1989)144-1735 A. A person shall not estab-

lish, operate, advertise or promote a pyramid promotional scheme.






