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1. The ConCepT

Residual Income, Residual Impact
The Reason This Business Works

One of the great promises of network marketing is something called “residual 
income.” What does this arcane phrase mean, and why does this business give it to 
us?

The word residual means “left over.” Residual income is that income which is 
the residue of one’s initial efforts, the results that are left behind after the 
doing is done. A more familiar expression of this concept is royalties.

The concept of residual income originated with the monarchy. Kings and queens 
were paid in residue for a variety of things: land they owned, use of resources 
under their control, services they provided (armies, for instance) . . . or, hey, just for 
being the monarchy.

In these democratic days, royalties are a bit less high-handed. A “royalty” is 
income paid for a duplicated effort. Authors, inventors, actors and performers of 
many kinds earn ongoing residuals from their work. Create a popular song, and 
every time a CD is sold or your song is publicly performed, you’ll receive a royalty 
payment. Even long after your initial effort in creating the song is expended, so 
long as it’s being sold — through performance, CD sales, use on movie sound tracks 
or TV commercials, you name it — you earn the royalty.
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RESIDuAl INCoME: FREE AT lAST
The residual income in network marketing is income you continue to earn based 
on the productivity of your initial business-building efforts. In a legitimate network 
marketing program, this income is a reflection of (i.e., commission on) actual sales 
of products or services generated by the network organization you helped create 
and develop.

In a sense, it is a royalty — and you’re the king or queen who’s being 
compensated for the profits of your far-flung king- or queendom.

Residual income is desirable because, like the songwriter’s or author’s earnings, 
it is an income stream that continues flowing long after you’ve completed 
your initial efforts. In other words, you no longer have to do anything new to 
generate it. As long as sales are being made, the checks keep coming. 

In a word: freedom.
Of course, there are some conditions that must exist in order for you to actually 

enter such a blissful state of residual keep. First and foremost, the company that 
issues your “royalty” checks must remain in business. (As the ancient knight says in 
Indiana Jones and the Last Crusade, “Choose wisely.”)

What’s more, the products or services must be of a sort that will continuously 
generate repeat sales. Historically, the favored choice for residual income in 
network marketing is a consumable product of exceptional quality and in great 
demand. (I use the word “product” to include services, which are every bit as much 
a product as a skin cream or nutritional beverage.)

www.ZenofMLM.com
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Understand this distinction: we are not compensated for the sheer act of 
recruiting. It doesn’t work to try to build your future income stream on more and 
more new people coming into the program. An unhealthily focused emphasis on 
recruiting (especially with hefty buy-ins or high-commission “startup packages”) 
and large-volume purchases (the infamous “front-loading” ploy) are classic 
symptoms of poor repeat-sales potential. Neither dodge works, at least not for 
long. Genuine residual income comes from the legitimate purchase and 
repeat consumption of products by the men and women in your group.

A third condition upon which your royalties rely is the strength — that is, the 
enduring strength — of the network you build. This is a function of leadership . . . 
which brings us to residual impact.

RESIDuAl IMpACT: MAkINg A DIFFERENCE
Residual impact is just like the residual income that writers, artists, inventors and 
performers have, except here we’re talking about the impact their work creates 
rather than the income it generates.

To have an impact, one must influence with power and velocity. The impact of 
the industrial revolution is an example. The influence of the Internet is another. The 
impact of a Gandhi, a Schweitzer or a Chaplin is yet another.

Residual impact is impact that reverberates long after your initial 
efforts have ceased. For a writer, it would be authoring a best-selling book 
or even a classic. Bach, Beethoven, Brahms and the Beatles have all given us the 
residual impact of their music. There are numerous examples of great performances 
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(Bogart and Bergman in Casablanca) and great inventions (the light bulb and the 
home computer) that have had and will continue to have an enduring residual 
impact on billions of people.

You create residual impact the same way you earn residual income: investing 
your time, energy and effort in other people.

What’s the primary benefit of network marketing over conventional sales 
channels? Residual income. The same is true of residual impact. By enrolling, 
training and leading a network of men and women to success, you have a 
direct residual impact on their lives, the lives of their families and friends, the 
lives of countless consumers who benefit from the product, and the lives of all the 
future generations of men and women they will sponsor — and those whose lives 
they will influence, and so on.

Residual impact takes many forms. Each one serves by making a positive, 
sometimes even life-changing difference in people’s lives. What’s more, as the 
network marketing industry expands and prospers, you are playing a part in 
bringing to light a major shift in the way of life and work in our world.

Imagine the powerful model of “can-do-ness” President Kennedy thrust into 
the American consciousness when he declared the country’s intention to put a man 
on the moon within ten years. Everybody enrolled in that dream; the entire nation 
watched its progress with interest and ownership. When the deed was done, we 
felt the pride of our own accomplishment. 

That’s residual impact on a national, even global scale.

http://www.zenofmlm.com/


Three Steps to Freedom �

www.ZenofMLM.com

Showing the world how network marketing honors people’s values and 
purpose as no other business model in history has, proving that ordinary people 
can live extraordinary lives, offering the world a formula for personal and financial 
freedom, smashing the “glass ceiling” once and for all, providing much-needed 
leadership for the future — these are all powerful pieces of a model of possibility 
for a world in great need of all that is good and true about our profession.

Again, residual impact — on a very big scale.

TuRN TIME INTo MoNEy, MoNEy INTo TIME
Benjamin franklin once observed that he had spent his first forty years 
turning his time into money and his second forty years turning his money 
back into time. Franklin built a large enough asset base in his first four decades to 
supply sufficient residual income to allow him to spend his next four decades doing 
whatever he wanted to do. 

And it’s a good thing for all of us that he did.
We all know of the remarkable contributions Franklin made that still affect our 

lives today. If Ben hadn’t been free to mess with his kites, would I be typing on a 
Macintosh® laptop at a coffee shop right now? And what about his role in drafting 
the United States’ Declaration of Independence? 

What would your life and my life be like right now if Franklin hadn’t created 
four decades worth of residual income? Imagine what residual impact America and 
the world would have lost!

http://www.zenofmlm.com/
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Now, imagine this one: where will our grandchildren’s lives be tomorrow 
because you and I have created residual income today? Where will our 
grandchildren’s lives be because you and I are free to play with our own kites — to 
discover, invent, create, refine, improve and play to our hearts’ content on the 
world stage? 

When the ledgers are all totaled, what kind of impact will we have had? 
What kind of legacy?

Residual impact generates residual income, which allows you to generate 
greater residual impact, which gives you more residual income . . .

To some people, network marketing is about making a lot of money. 
To some people, network marketing is about making a lot of difference. 
But the truth is, it is impossible to separate the two: they’re front and back of 

the same coin. Both are legal tender in network marketing. Both are your reason 
and your reward.

http://www.zenofmlm.com/
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2. The profession

Network Marketing Comes of Age
The “Alternative” Is Looking Better All the Time

In the nineties I used to hear this a lot: “Network marketing has come of age.” And 
it was true, in the emerging sense that any eager young adult barely out of four-
year college can be said to be of age. As the twentieth century drew to a close, we 
certainly became increasingly professional. And true to type, professionals started 
showing up: doctors, lawyers, engineers, bankers . . . “serious” people. 

Here’s a quick biographical profile of network marketing’s life to date:

Born in the sixties;
Learned how to ride a bike, played stickball and scraped its knees in the 

seventies;
Went through that awkward growth spurt as a talented but tantrumy teenager 

in the eighties;
Got its drivers license, started a family and started holding down a real job in 

the nineties . . .

And now, in the aughts, or whatever this decade is called? 

http://www.zenofmlm.com/
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Now we’ve finally entered into that age when you’ve made enough mistakes, 
embarrassed yourself enough times and mounted enough earnest efforts at 
responsible adult life to begin to have some perspective. Not perfect, not even wise, 
but at least approaching something resembling maturity, or the beginnings of it.

Used to be, we talked mostly about the merry-go-round golden-ring style of 
success, the fractional percentage of people with both the exceptionally good 
timing and the right skill set or personality profile to hit an opportunity just right 
and catapult to the top. “Success” in those days was mostly shown off in terms of 
those elite few with yachts, personal jet planes and ridiculous fortunes. Robin Leach 
(Lifestyles of the Rich and Famous) was just hitting stride in the late eighties, and 
that gaudy style resonated with the gawky young teenaged network marketing. 
Success might happen to only a few, but hey, the rest of us could dream, right?

Today we do more than dream. The way we describe success in the network 
marketing of 2006 has been shaped by The Millionaire Next Door, David Bach’s 
Latte Factor® and hundreds of thousands of serious networkers soberly pursuing a 
reasonable goal of replacement income and financial stability. 

Goodbye get rich quick, hello get smart now.
Meanwhile, as we’ve matured, the world around us has changed. The corporate 

model of financial security has crumbled away. Two generations ago, going to 
work for a company was “security,” working for yourself from your home 
was “risky.” Today it’s gone clear the other way around.

In 2004 the Small Business Administration told President Bush that small business 
accounts for more than half the nation’s economic output and employs more than 
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half the country’s non-governmental employees—and that more than half of those 
small businesses are home-based businesses.1

Warren Buffett, the “oracle of Omaha” and famed billionaire stock market 
expert, turned heads on Wall Street in 2002 when he bought a network marketing 
company. (Actually, he doesn’t own one direct selling company — he owns three. 
And has been quoted, speaking about that 2002 network marketing acquisition, as 
saying, “It’s the best investment I’ve ever made.”)2

network marketing today is a $100 billion concern worldwide, with 
some $30 billion of that in the United states. Right now, as you read these 
words, there are about 70,000 people around the world who are not network 
marketers—and by this same time tomorrow, will be. Direct Selling Association 
president Neil Offen projects that over the next ten years, more than 200 million 
people worldwide will join our business.3 New York Times best-selling author and 
two-time presidential economic advisor Paul Zane Pilzer projects that over those 
same ten years, the U.S. economy will create ten million new millionaires — and 
that many of them will be created in network marketing.4

And it goes beyond statistics and demographics. Ten years ago, most people 
you’d talk to about network marketing either knew nothing about it, or knew 
someone who’d had a negative experience. Today, most people you’ll talk to about 
network marketing know of someone who’s had a positive experience. We’re less 
apologetic and more sensible. We have a track record, and we’re getting much, 
much better at what we do.

http://www.zenofmlm.com/
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But don’t take just my word for it. Here are some comments from a few people 
I’ve interviewed recently for stories in Networking Times, when I asked what were 
their views of where our business stands in the world: 

U.S. Senator Orrin Hatch (R-Utah) is one of our leading friends on Capitol Hill and 
was the prime mover behind the Dietary Supplement Health Education Act (DSHEA) 
of ’93. Here’s what Senator Hatch had to say about our profession: 

“The companies that have developed this marketing approach with truly high-
quality products are doing a lot of good in the world. . . . [Network marketing] is a 
critically important way of helping people to use high-quality products . . . it’s also a 
way to give people an opportunity to sell those products and earn a good living from 
it. I see it playing a very important role in the twenty-first century.”5

Jim Turner, author of The Chemical Feast, cofounded Swankin & Turner, a D.C.-
based consumer advocacy law firm, in 1973; he also serves as chairman of the board 
of Citizens for Health, a major consumer-advocacy lobbying group, and is intimately 
familiar with the network marketing trade. Here’s what Jim told me: 

“Network marketing is in the vanguard of a major consumer movement in 
which consumers and producers are merging and becoming the same thing. In a 
very interesting way, the multilevel marketing companies are the first generation of 
what Alvin Toffler calls ‘prosumers.’ . . . I’d say you could have perhaps 150 million 
households successfully involved in network marketing, at least part-time. . . . you 
could easily become a major part of a majority of the households in America.”6

http://www.zenofmlm.com/
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Frank Maguire worked with JFK in the White House, helped Fred Smith start FedEx 
and ran KFC with Colonel Sanders. His first job fresh out of college was head of 
programming for ABC, where he gave Ted Koppel and Charles Osgood their first 
jobs at major networks. Frank, in other words, has been around the block. Here’s his 
homily to network marketing, which came right at the end of our interview:

“I think [network marketing] is potentially the greatest economic opportunity 
that has ever existed. Network marketing is turning off the spotlight of working 
for a corporation and turning on the floodlight of the greatness that we all have 
within us. I love what you’re doing in network marketing because you’re creating an 
opportunity to affect the self-esteem of many, many people. you’re giving people 
hope and providing a launching pad for people to discover their own greatness. you 
are the future.”7

In the eighties, when I first entered the world of network marketing, we thought 
of it as an “alternative” career path. I put that term alternative in quotes, because 
that’s how people often mean it: like something that is not quite real, not entirely 
respectable, certainly not proven and probably not efficacious. We say it in that 
seemingly open-minded yet patronizing way, making air quotes with our fingers.

But today, with world-class leaders like Hatch, Turner and Maguire saying things 
about us like this, can we really continue calling this mode of business alternative? 

Our model works; we’ve proven it, over and over. in fact, it’s working a lot 
better than many of the other, more traditional modes of earning a living. 

http://www.zenofmlm.com/
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Come to think of it, the next time a strong prospect tells you he or she isn’t 
really interested in taking a look at building long-term residual income and 
financial security with our home-based business model, you might just say:

“You’re not? Okay, no problem. But I’m curious: if you don’t mind my asking . . . 
What’s your alternative?”

http://www.zenofmlm.com/
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3. The DeCision

The Eighth Day of the Week
Grab Your Future and Make It Real

“Some day, when I have the time, I’m going to . . .” 
“Some day, when I have the money, I’m going to . . .”

Have you ever said that? “Some day . . . .” It’s a way we have of reinforcing the 
illusion that the future is safely far removed, that it doesn’t really touch us. It’s a lie. 
Not an intentional, willful deception, but a lie nonetheless.

Let’s say that, “some day,” I’m going to travel around the world. If that’s really 
true, if I genuinely intend for that to happen, then here’s how that looks: I’m 
making plans. If it’s not practical today for me to just up and circumnavigate, I can 
look at what needs to happen first, and second, and third, to end up with that 
result. I’m at the drawing board, preparing, doing, excited and ready to go.

When I set that process in motion, the words “some day” disappear. I’m making 
it happen today, right now. In a very real sense, I am already taking the trip. It may 
be three years before I actually do the physical traveling, but the words “some day” 
no longer apply—so I stop using them. 

When we say “some day,” we’re not really talking about our future. Our 
future is a concrete reality that we’re connected to by what we’re doing right now. 
“Some day” is about some vague possibility that we’re not taking seriously. 

http://www.zenofmlm.com/
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“Some day” is not a vision of my future. 
“Some day” is a fantasy — nothing more.
Here’s the damage we do with this illusion. When we give weight to our 

“some day” fantasies, we squeeze some sense of enjoyment from them as if they 
were real — and in so doing give ourselves permission to take no practical action 
whatsoever while we swim in the comforting sense that those some-day scenarios 
will somehow, on their own, move closer to the unfolding present . . . eventually.

But they won’t. The wistful, wouldn’t-it-be-nice pretendings of maybe-futures 
do not insert themselves into your reality of their own accord. 

You’ve got to go claim them. 
You’ve got to grab hold of those practical steps you can take today to 

move the dream of financial freedom from the realm of some day to the 
world of right now. 

I am talking about your prospective business partners, the people you know and 
those whom you’ll soon meet. About introducing them to a vehicle whereby their 
“some days” can be shifted into being real, I’m-already-doing-it futures. 

And I’m also talking about you. 
Ask yourself, “What is there in my life that I hold as ‘some day’?”
Some day . . . . The eighth day of the week. The day that never comes. 
This is the day — this one. 
Right here. 
Right now.

http://www.zenofmlm.com/
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ENDNoTES

“Hey! Where am I?!” Want to go back to where you were reading? Click on 
any note: it will take you right back to the page that note references.
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