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Network marketing, as an innovative business model, has created a unique
opportunity for entrepreneurs to grow and develop their businesses through the
establishment and management of distribution networks. This paper examines
the opportunities and challenges of entrepreneurship in the context of network
marketing using grounded theory. The aim of this paper is to identify the key
factors in entrepreneurship opportunities and challenges and to propose a
model for improving entrepreneurs’ performance. This research is applied in
nature and employs a mixed-data approach. A qualitative grounded theory
method was used, while a descriptive-analytical approach was applied in the
guantitative section. The findings indicate that network marketing
entrepreneurship offers significant opportunities for entering the market and
addressing unmet needs; however, it faces challenges related to adapting to
rapid market changes and ensuring job security. Success depends on the
strategic management of resources, market analysis, and the ability to identify
and exploit emerging favorable conditions. The results of this study can assist
entrepreneurs and policymakers in designing effective strategies to better
leverage available opportunities and overcome challenges.
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Introduction

Entrepreneurship emerged within economic studies but gradually developed into an independent
field. This separation may explain why policymakers focus more on macroeconomic policies rather than
entrepreneurship and business environments. The first aim of this research is to bridge the gap between
entrepreneurship and economics, emphasizing the importance of employment, which impacts society as a
whole, with both positive and negative effects. Although entrepreneurship is often debated and lacks a
universally accepted theory, it has evolved into a modern concept facing challenges in its development
(Gartner, 2001; Hsiao et al., 2020). Scholars suggest that individual and social motivations play a significant
role in explaining entrepreneurial behavior (Wood, 2021).

Network marketing, a component of both traditional and digital marketing, has gained widespread
attention as a business model, utilizing a network of people for sales. This method, often referred to as
multi-level marketing (MLM), allows individuals to earn commissions not only from direct sales but also
from sales made by recruits (So et al., 2016). The model has proven successful in various regions, including
North America, China, and Europe, by eliminating traditional advertising and relying on a network of
independent sellers (Guerola-Navarro et al., 2024). While MLM is often mistaken for pyramid schemes, it
differs by focusing on product sales and recruitment to expand the network, creating exponential growth
in both sales and membership (Ravasan & Mansouri, 2018).

In the changing global economy, organizations are striving to gain competitive advantages, which
are crucial for survival and success. Competitive strategy plays a pivotal role in helping businesses
distinguish themselves from competitors and provide value to customers at competitive prices (Chiteli,
2013). The rise of network marketing as a strategic tool for increasing profitability and creating jobs is
evident, especially in the digital age, where anyone can participate, regardless of age or experience (Esser,
2022). However, entering this sector involves specific challenges that require a thorough examination of
its opportunities and barriers. By applying grand theories, such as systems theory, institutional theory, and
social network theory, researchers can better understand the dynamic and multifaceted nature of network
marketing entrepreneurship, offering insights into its economic and social impacts while addressing the
ethical concerns surrounding the industry.

Methods and Materials

The research employs a mixed-method approach, combining both qualitative and quantitative
methods, with an applied and exploratory focus. The qualitative component utilizes a grounded theory
approach, where semi-structured interviews will be conducted with experts in network marketing who
meet specific criteria, such as having at least a master's degree, having published at least two related
papers, and possessing over 10 years of experience in network marketing. These interviews aim to identify
the main opportunities and challenges in the field. Data collection will continue until theoretical saturation
is achieved, with interviews conducted by phone. Based on the insights gathered, a questionnaire will be
developed.

In the quantitative phase, the target population consists of active network marketing
representatives, specifically those who regularly engage in buying and selling within network marketing
companies. Due to the large size of this population, a sample size was determined using Morgan's table.
Given time and budget constraints, a purposive sampling method was applied, ensuring that the selected
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samples are scientifically chosen to be representative of the broader population. The data collection
process will continue until theoretical saturation is reached, with interviews conducted until no new data
is found that would add to the theory.

For the quantitative data, a total of 384 individuals from across Iran, who have used network
marketing services, will be selected through cluster sampling. The inclusion criteria for these participants
are: relevant education, at least 5 years of experience in online sales and digital marketing, a minimum
number of recruits in the network, and a willingness to share their experiences and perspectives. This
sample size was calculated using Krejcie and Morgan's table, considering the large size of the target
population and aiming for a 0.05 confidence level.

Findings and Results

Based on the t-statistics provided, all eight extracted components are statistically significant, and
the model fit is confirmed. The components and their corresponding path coefficients and t-statistics are
as follows:

1. Market Monitoring: Tracking customer needs (Path coefficient: 21.10, t-statistic: 21.10)
Competitor Monitoring: Understanding competitors (Path coefficient: 25.21, t-statistic: 25.21)
Industry Monitoring: Tracking industry trends (Path coefficient: 9.80, t-statistic: 9.80)
Company Monitoring: Tracking company trends (Path coefficient: 13.23, t-statistic: 13.23)
Monitoring Documents and Regulations: Reviewing top-level company documents (Path
coefficient: 11.53, t-statistic: 11.53)

6. Creating an Intelligent Information System: Developing a data repository (Path coefficient:

9.55, t-statistic: 9.55)

7. Industry and Experience Interactions and Exchanges: Engaging with individuals (Path

coefficient: 7.43, t-statistic: 7.43)

8. Adequate Business Skills: Superior entrepreneurship (Path coefficient: 7.85, t-statistic: 7.85)

Since all the t-statistics are greater than the critical value (typically around 1.96), it indicates that
the factors have significant impacts on the model, confirming the model's robustness.

ok~ wn

Conclusion

The analysis of opportunities and challenges in network marketing entrepreneurship reveals a
complex landscape shaped by various factors. The most significant opportunities lie in the feasibility of
market entry, identifying emerging markets, and addressing unmet needs. These opportunities are
supported by access to both public and private infrastructure, production resources, and the ability to
outsource tasks efficiently.

However, entrepreneurs in this field face considerable challenges, including the continuous
transformation of consumer needs, changes in business models, concerns about job security, and the
necessity of establishing effective communication networks. To overcome these challenges, experts
recommend focusing on identifying favorable market conditions, finding underutilized product resources,
and staying updated on emerging resources.
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This research highlights the dynamic nature of network marketing entrepreneurship and
emphasizes the need for adaptability, strategic resource management, and a thorough understanding of
market trends. The findings suggest that success in this area requires a balanced approach, capitalizing on
opportunities while mitigating challenges through innovative strategies and continuous market analysis.
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