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Comment

Re: Earnings Claims ANPR, R111003
Comment of Dr. Lasdwun N. Luzes in Opposition to Proposed Rule

Dear FTC Commissioners and Officials:
Thank you for the opportunity to comment. I oppose the Rule as it applies to multi-level marketing (MLM). I represent only my own
professional views. A brief professional biography is at the end.
I request that FTC exempt MLM, as you exempted it from disclosures requirements in the Business Opportunity Rule. As you explained
then, MLM is unique and should not be swept into a broad rule. Including MLM in the Earnings Claim Rule is unprecedented,
unnecessary, unworkable.

1. FTC Regulatory Precedent on MLM: 
MLM has operated nationally since the 50s and globally since the 80s. In all this time, FTC never enacted any “rule” affecting MLM.
Though MLM has financially solicited virtually every US household, FTC has never conducted an investigation. To now include MLM in a
sweeping Earnings Rule violates FTC’s regulatory precedent.

2. FTC Precedent on MLM Income Claims: 
All earnings claims by MLMs derive from MLM’s FTC-approved “endless” sales chain, offering individuals “unlimited” potential,
regardless when or how many enroll. MLM’s endless structure enables it to proclaim, “the greatest income opportunity in the world,”
regardless of data to the contrary.
FTC wrote in 1979, “References to the achievement of one's dreams, having everything one always wanted, etc. are primarily
inspirational and motivational; to the extent that they dangle the likelihood of financial security and material success before the potential
distributor, they constitute vague 'puffs'.” 
Earnings “puffs” being FTC-approved and inherent to MLM’s unique structure, I urge exemption where such claims could be viewed as
deceptive.

3. Uniformity of MLMs Makes the Rule a Threat to Every MLM:
A Rule aimed at a few MLMs harms all MLMs. All MLMs employ identical structures, marketing tools and belief trainings. MLM’s
hallmark pay plan results in nearly identical earnings, attrition, and pay concentrations. If any of those universal practices or outcomes
are part of an Earnings Rule, it strikes at every MLM.

4. FTC Declarations of MLM Legitimacy: 
For 40 years, FTC has declared MLM “legitimate.” FTC support undergirds MLM recruiting and $20 billion in capitalization of publicly
traded MLMs. Including MLM in this Rule contradicts FTC’s endorsement, erodes consumer confidence and threatens Wall Street.

5. FTC Officials Work for MLMs:
A past FTC chair worked as MLM lobbyist. A former Chair was awarded an honored position with Herbalife after a favorable FTC
settlement. Other FTC officials working for or on behalf of MLMs include Commissioners, Consumer Protection Directors and Chief
Economist. Top FTC officials would not work for an industry requiring a Rule against deception. MLM must be exempted.

6. Impossibility of Enforcement: 
Since 1979, FTC’s enforcement on earnings applies only to "specific" claims. Bringing a rare prosecution is FTC’s prerogative. An
Earnings Rule mandates greater enforcement. Yet, even if specific violations could be identified, FTC could not enforce the Rule on a
needed scale. More than 20 million individuals can recruit, using testimonials, “prosperity” images, income illustrations and lifestyle
references, all based on MLM’s – FTC approved – unlimited income opportunity.

Biography:
Business economist and MLM consultant Dr. Lasdwun N. Luzes is fervently anti-regulation. As MLM’s “endless” model is FTC-approved
and no law prohibits MLM, Dr. Luzes argues prosecution of any MLM as a “pyramid scheme” is unjustified.

Though he does not give media interviews or public speeches, in 2014 Dr. Luzes published the provocative booklet, "In Defense of the
Pyramid Scheme," described by one reviewer as “good for dispelling the ‘it's a pyramid’ objection.”

Dr. Luzes played a key role in resolving MLM’s law enforcement challenge in the USA, advising owners to reclassify all purchasers as
“customers” and all purchases as “retail.” He advises the Congressional Direct Selling Caucus on gaining MLM campaign donations and
is sought by prominent academics seeking grants and speaking engagements from MLMs.

Dr. Luzes views his “unlimited opportunity” business theory, as outlined in his book, his greatest contribution. He cites the spread of
MLM as proof of its validity. It holds that selling tangible, useful goods to consumers is restricted by demand and market limits whereas
selling income opportunity with an unending sales chain is unbounded. “Income Opportunity is an infinite commodity. Income sellers
can create markets and set their own prices, using almost any product; they can never have too many salespeople,” wrote Dr. Luzes.
His theory upends factors of inherent value or saturation, and challenges legal concepts of pyramid scheme.

Dr. Luzes has offices in Salt Lake City, Ada, and Shanghai.
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