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Check to See if a MLM Company is Legal or a Pyramid 
Scheme 
 

Prospective distributors often ask how they 
can find out if a MLM, network marketing, or 
direct selling company is legal or if it’s a 
pyramid scheme. There are a number of 
ways to research the company yourself; to 

be sure of its legality before joining. 

Here are some ways which you can 
investigate a MLM company: 

1) Check to see if it is a member of any industry associations, like the  DSA or DSWA. 

2) Call your state’s attorney general’s office or consumer protection division. Most states 
regulate direct selling companies through these agencies.  

3) Check with the Better Business Bureau. 

4) You can check the company’s financial information (especially if they are publicly traded – 
corporate reports are available from online services) by accessing a credit reporting service, like 
Dun & Bradstreet. 

5) Ask your sponsor (or potential sponsors) for the names and numbers of some other 
distributors. Check the company’s references just as you would check a job applicant’s 
references. 

6) Attend one of the company’s training seminars to see how the company operates first hand.  

7) Check industry trade publications for any information on the company, 
like Entrepreneur magazine. 

8 ) Many times the company’s products will be regulated by government agencies, like the FDA. 
You can check the credibility of the products in some cases by contacting such government 
agencies. 

9) Do some digging: gather as much information from the company itself, like the number of 
years they’ve been in business, the number of distributors they have, what countries they 
operate in, etc. This information will give you an idea as to the company’s credibility. A good 
source for this information is available here. 

http://www.dsa.org/
http://www.dswa.org/
http://bbb.org/
http://www.mlmlegal.com/profiles/index.html


Checking a company’s legitimacy can be time consuming but highly beneficial in the long term.  

Information about pyramid schemes is available here. 

And if you are wondering how to make sure that the direct selling company that you’re starting 
is not an unintentional pyramid scheme, be sure to contact us for your free legal consultation: 
503-226-6600 or www.mlmlegal.com. 

 MLMLegal.com is bustling with educational content for direct sellers and startup/existing MLM 

companies! Be sure to visit us often! 

If you are interested in attending the Starting and Running the Successful MLM 
Company conference visit our conference page, view our speaker list, or get more details. All 
executives/owners of direct selling companies are welcome to attend. Call 800-231-2162 to 
register. 
 
Join the next Starting and Running the Successful MLM Company Conference in Las Vegas. View 
our conference flyer and speaker list online.  
 
If you’re reading this blog post and the conference dates above have passed, check 

our website for the current conference dates. 
 
Sign up for the MLM News Global newsletter for top headlines, news stories, scam alerts, videos, 

articles, and more information on the network marketing industry.  
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