
© 2011 Lisa Robbin Young. All Rights Reserved.
http://www.DirectSalesClassroom.com

Direct Sales Classroom
PO Box 269

Flint, MI 48501

© 2011 Lisa Robbin Young. All Rights Reserved

This transcript may not be reproduced in whole or in part or transmitted in any form, without written permission fro the publisher, except 
by a reviewer who may quote brief passages in a review; nor may any part of this book be reproduced, stored in a retrieval system , or 

transmitted in any form or by any means electronic, mechanical , photocopying, recording, or other, without written permission form the 
publisher.

While all attempts have been made to verify information provided in this publication, neither the author nor the publisher assumes any 
responsibilities for errors, omissions, or contrary interpretation of the subject matter herein.

The publisher wants to stress that the information contained herein may be subject to varying international, federal, state and/or local laws 
or regulations. The purchaser or reader of this publication assumes responsibility for the use of these materials and information. 

Adherence to all applicable laws and regulations, including international, federal, state and local, governing professional licensing, 
business practices, advertising and all other aspects of doing business in the US, Canada, or any other jurisdiction is the sole responsibility 

of the purchaser or reader. Neither the author nor the publisher assume any responsibility or liability whatsoever on the behalf of any 
purchaser or reader of these materials. Any perceived slight of specific people or organizations is unintentional.

Reminder: The content herein is for informational purposes only. Your results depend on your efforts.



© 2011 Lisa Robbin Young. All Rights Reserved.
http://www.DirectSalesClassroom.com

About Your Instructor:
Lisa Robbin Young
Creator: DirectSalesClassroom.com 
Direct Sales Speaker, Coach & Trainer

Lisa Robbin Young began her direct sales career more than 
15 years ago and failed her way to the top. Early attempts at 
using the Internet to grow her business met with incredible 
resistance, and yielded hundreds of dollars in sales each 
month. That was before web browsers and blogging.

Today you'll find Lisa coaching and training direct sellers around the world as they 
grow their business like a real business. Lisa has worked with Network Marketing 
and Party Plan consultants from companies as diverse as Lia Sophia, Bodega 
Chocolates, Tupperware, The Body Shop at Home, Gold Canyon Candles, Partylite, 
Longaberger, Xango, Pampered Chef, Thirty-One Gifts, Tahitian Noni, Avon, 
Waiora, Unicity, Ardyss, and more.

With a knack for pin-pointing trouble and brainstorming solutions that today's 
direct sales consultants need to thrive, Lisa has built an online classroom for 
every level of direct sales success. Direct Sales Classroom hosts thousands of 
consultants each month from around the world, providing how-to strategies that 
work in today's tough, competitive market.

In addition to founding #dstips on Twitter, Lisa also publishes the popular and 
highly recommended PartyOn! A weekly ezine for direct sales professionals. Get 
your free business building tips at http://www.HomePartySolution.com.

http://search.twitter.com/search?q=dstips
http://www.HomePartySolution.com/
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Direct Sales 102: Income Producing Activities
Lesson 5 –  Understanding Debt

We're here. The big D – debt. We've talked around it for the last few lessons, but today, we're going to 
face it head on.

But not in the way you might think.

See, I grew up incredibly poor – in a welfare family that ate a LOT of cornbread and beans. My parents 
warned me about debt, but since we had no money growing up, I really didn't give them much 
credence. Then, when I got older, and had a good paying job, I thought I was being responsible with 
my debt – paying my cards off every month, and never spending more than I made.

And THAT was the problem. Before I learned the equation we talked about in the last lesson, I was 
quite comfortable spending exactly what I was making – no savings, no tithing – and then I lost my job.

Or should I say, my job lost me? My job has lost me several times in my working career, and between 
that and some hospital bills for my oldest son, the debt spiral all but sucked me under at one point.

There are all kinds of programs and solutions to help you reverse the spiral, so I'm not going to get too 
deep into that conversation. Instead, I'm going to show you what you need to be doing now in your 
business so that you don't find yourself in that spiral in the first place – or so that you're not making the 
spiral even worse.

Our direct sales companies are in business to make money – pretty much any legitimate way they can. 
Some companies charge a kit fee, a registration fee, a customer fee, a shipping and handling fee – any 
number of fees that can, in essence, nickle and dime your profits away.  There are a lot of things you 
can't control in your business, but where and how you spend your money is one thing that is in your 
power from the minute you start your business.

We're going to look at the difference between good debt and bad debt. And really, that's the wrong 
verbiage. Let's try necessary debt and unnecessary debt. Sometimes, if you haven't planned properly, 
taking on debt is a necessary expense (and it's an expense, not an investment!). Your goal should be to 
eliminate debt of any kind as quickly as possible.

Why?

Because you just don't know what tomorrow will bring. In my career as a financial advisor, I remember 
an older, unmarried couple coming in to get financial advice on their debt and investments. He wanted 
to take a loan out against his retirement pension to pay off all their bills – and they were not married. 
Granted, they had been together for about 6 years, and seemed happy, but couldn't manage to stay 
ahead of their finance charges on their bills. One credit card they had was actually charging them more 
than their monthly minimum payment at the time, because they had gotten behind. They were “robbing 
Peter to pay Paul” as my mom would say.
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When I took a look at their situation, there were two glaring problems: one, their income was split 
fairly evenly, but the bulk of the debt was hers. Two, they had no idea what they were spending each 
month. This, my friend, is a recipe for disaster.

I sat with them and contacted each of their creditors to negotiate lower interest rates, cancel accounts, 
and help them balance their monthly budget. I cautioned him to not take out a loan, since they didn't 
know what the future would hold. Three months later, I got a call. They broke up – just days after he 
took out a loan to pay off all their debts. Now, he didn't have enough income to repay the loan, because 
it was based on their combined household income.

Ouch.

Stories like this are more common than you might think. A 35 year-old husband dies on the job, leaving 
his stay-at-home wife with a mountain of bills and no source of income to pay them. A young mother is 
diagnosed with inoperable cancer, and spends her last days trying to pay off her bills instead of 
enjoying that time with her family because she didn't want to strap them with debt when she finally 
dies.

There's a scripture in the bible that talks about presuming against the future.  James 4, verses 13 & 14 
talk about people who say tomorrow, I'm going to go somewhere, spend a year and make a ton of cash 
in business. But you don't even know what will happen tomorrow. Your life is a vapor – a mist that's 
here and gone just as fast. You can't possibly know what's going to happen, so why are you presuming 
against the future?

When I was younger, I thought I was being faithful – having lots of faith – in myself, in my business, in 
God – when I took on debt. I was “trusting” that I would earn enough to repay the debt – plus interest, 
mind you. Debt always comes with interest. And that's the thing. Why not plow that interest back into 
your own pocket instead of a lender?

I've since learned that the Success Equation is the best tool to strengthen my faith. If I want something 
that's not in the current budget, I don't go get a loan, or put it on a credit card – which is the same thing, 
actually. I make a plan to earn more, and trust that the money will come if I do my part.

We have to stop short-circuiting the business building process. You have to invest wisely to make a 
profit. So let's look at some smart investments for your business, and talk about the difference between 
necessary and unnecessary debt.

First, never charge your kit. And yes, you may have already done that, I know. If so, make it your goal 
to do everything in your power to pay off that kit pronto. The worst thing you can do is start your 
business in debt. Some companies train their leaders to use this strategy to “light a fire” under their new 
recruits. Frankly, it's irresponsible to encourage someone to go into debt to make money. Because 
they're not making a penny until the debt is paid off.

Think about it. How can you be making a profit if you still have debt? You can't. Leave that kind of 



© 2011 Lisa Robbin Young. All Rights Reserved.
http://www.DirectSalesClassroom.com

financial wizardry to the giant corporations and governments, who, if they'd followed this advice, 
probably wouldn't be in the hole they're in right now!

Instead, save your money. I know it's an unsexy idea: putting money into a low-yield account, or your 
sock drawer until you can afford to buy your kit. But like my Grandfather used to say, if you really 
want something bad enough, you can find ways to earn the money to make it happen. 

As a consultant, I've paid my recruit leads to help me run my parties. I set aside a portion of the profits 
from the show into an “account” that I've set up for their kit. When they've worked enough shows to 
pay for their kit, I apply the money to their kit fee. I get help for my shows and a new recruit, they get 
on the job training, and their kit is paid for with their own money. It's a win-win that works well. If they 
opt to not join the company, they don't get paid. That's the deal and I'm very clear on that before I set 
them up on a plan like that. Check your company's policies and procedures before offering this option 
to your recruit leads. You don't want to jeopardize your business by violating the company rules, but I 
haven't had an issue from any of the companies I've talked with yet.

So don't go into debt to start your business. Don't go into debt to prolong your business, either. The 
number of direct sales companies going belly up in the last few years has been shocking. Many of them 
that started out as “debt-free” companies, took on debt to finance their growth. Then, the economy 
tanked, and they took on more debt to pay their bills, while their consultant numbers dwindled. Too 
much debt and not enough income = bankruptcy. Don't let this happen to you.

When the new catalog comes out, scrutinize all the new items. Don't convince yourself you need to buy 
one of everything – you don't.

When I was with a cosmetics and skin care company, they released a limited edition eye shadow palette 
every season. Each palette was designed to last up to 2 years, if used regularly. At first, I bought every 
new color palette that came out. And at the end of my first year in business, I had spent nearly $100 on 
eyeshadows I couldn't sell because they were used for demos. I was stuck with products I didn't like, 
and couldn't get rid of. I hated the idea of throwing them out, but that's exactly what I did. 

After that, I kept only the standard palette in my kit, and passed around a picture of the new colors for 
the season. If I had someone order the new colors at a show, only then would I order a second one. And 
I wouldn't demo it. I would pass it around and let people see it, but not use it. Then, at the end of the 
season, when it was no longer available, I would sell it to one of my clients that bought it that season – 
usually to the highest bidder. Over the next three years, I invested in one eye palette each season, and 
typically turned a 200% profit on my original investment. Plus, I didn't have an out of season eye color 
palette that I had to try to get rid of.

Don't buy stuff for your kit that you hate. Chances are good you'll be stuck with it. If you don't earn all 
the new stuff for free, be very judicious about what you buy to put in your kit – particularly if it's a 
seasonal item that will be gone when the next catalog arrives.

In fact, I recommend that leaders pool their resources in a community. For seasonal products – 
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especially things like makeup, or multi-use products – invite everyone in your local area to pitch into a 
new product fund, and put together a basket of products that can be “loaned out” to the local 
consultants on your team. That way, no one person has to plunk down the money for all the new 
products, yet everyone has an opportunity to demo the new products and even take them to their parties 
for their customers to demo. If your leader isn't nearby, talk with other consultants in your area. If 
you're the only person in your company within a 50 mile radius, you might have it a little bit more 
difficulty, but then again, you're the only game in town, so you can call the shots.

Vendor events and other “registration fees” are not something to go into debt for. I can't tell you how 
many events I've invested my hard earned cash into only to find out it was a total waste of money. I've 
done huge events in arenas, and small craft show type events in the church gymnasium. I've done 
events that had big up-front investments that yielded no reliable leads. I've done free events that made 
me tons of money and brought multiple recruits to my business.

You can research events, attend events, and interview the other vendors to get a feel for what your 
results might be like, but the bottom line is that an event is different every time. I went to the same craft 
show three years in a row, and had markedly different results all three years. The first year, they got 
news coverage. The second, I was in the back corner of the gym. The third, they decide to make it a 
one-day event - after I paid my non-refundable registration fee.

You can't bank on an unknown. Don't go into debt over it.

Debt to me is like gambling: don't spend more than you can afford to lose. But then, that doesn't count 
the interest you're paying either, does it?

$300 on your credit card can take years to pay off – I'm not telling you anything you don't already 
know, right? But let's look at this from a different perspective – what you COULD have been doing 
with that money if you decided to wait.

Here's a real life example: I had wanted to get a smart phone for a while, but didn't want to spend $300 
for a phone, or hook myself into a 2 year contract to get a free phone. So I researched my options, and a 
few months ago, picked up a quality smart phone for just over half that price, no contract. Where I live, 
Virgin mobile offers no contract, with a reasonable pay as you go plan for about $25 a month. Every 
other contract I saw was for at least $60 per month for a “free” phone.

So if I choose to stick with this phone and this plan for 2 years, I'll pay $600 for the service, plus the 
cost of my phone – for a total of just over $750. Plus, if I want to change my phone, or change my plan 
at any time, I can. That's a debt-free phone plan.

But if I had hooked into one of those free phones with a 2 year contract, I'd be paying about $1440 over 
the course of two years, and I'd be stuck with them. That's about $700 that I used to pay for a 5 day trip 
to a nice bed and breakfast in Atlanta. 

So think hard about what's necessary, versus what's unnecessary.
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And to be frank, almost all debt is unnecessary. And I may sound like the pot calling the kettle black 
here, since I've been in debt for most of my adult life. Believe me when I tell you that there's nothing as 
freeing as knowing that once you buy something, it's yours. You don't have any encumbrances, liens, or 
other people breathing down your neck wondering when the next payment's coming. The stress of 
buying is virtually gone when there's no debt involved.

In short, spending without debt, is freedom. You can really invest, when you have no debt.

Now I said almost. What are the kinds of necessary debt?

In your business, you'll be hard-pressed to find a time when debt is necessary. Perhaps you find 
yourself stranded on the road and you need to pay a tow truck. Or someone just mugged you at national 
conference, and all you have is your Visa card to pay for the room. About the only time debt is a 
necessary tool is when you have a bona fide emergency.

And even then, you may still have options.

For example, my oldest son spent 8 days in the pediatric emergency ward for a rare case of pancreatitis. 
Those two hospital stays totaled more than $8,000 – after our insurance paid their portion. Technically, 
that put us in serious debt. BUT, because we called them and made it clear our financial situation – and 
our willingness to make small monthly payments that were in alignment with our budget, we were able 
to avoid interest charges on the debt – as long as we kept making the monthly payments. We were 
diligent about paying that payment – and more if possible – each and every month.

Had we put it on a credit card, we would have been paying hundreds of dollars in interest every single 
month – not to mention our monthly payment would have been a LOT higher.

So really, unless you've got a true emergency, there's no legitimate need for debt in your business.

And what constitutes an emergency, anyway?

Well, I offered up a few suggestions already, but I like what Dave Ramsey says about debt. It's his 
premise that we all know emergencies are going to happen, we just don't know when, so we should be 
saving for them now, when we're not facing one.

Seems pretty smart to me. And yes, businesses have emergencies – especially if we're not planning 
ahead. How many times have you run out of ink, paper or postage stamps? While I like to say that a 
lack of planning doesn't constitute an emergency, there are still plenty of times when we can have a 
“whoops!” in our business plan. Better to start planning now, before it happens.

So if you've been slow to start saving – as I once was – start building an emergency fund so that when 
that mugger comes at you during national conference, you'll have a backup plan that doesn't require 
Mistress Visa or MasterCard. 
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If you're also saving for your personal finances, you'll eventually want to build up a cushion that's a 
minimum of 6 months living expenses – the worse the economy, the bigger you'll want that cushion to 
be. The idea is this: if you lost your source of income, and had to live off your savings, how many 
months do you think it would take for you to find a replacement income source? That is how big you 
should grow your savings account.

The same holds true for your business. If your direct sales company closed today, and you had to move 
to a new company, how many months would it take for you to rebuild your organization to your current 
income level? That's how big your business “emergency fund” cushion should be.

Again, this is not something I expect you'll plunk into your account in the next three days. You build 
this cushion over time. Remember, saving is a form of respect – for yourself and your business. You 
owe it to yourself to be prepared.

One last note: We live in an “all or nothing” society. We like to ask questions like “if I get any extra 
money, should I use it to pay down debt or put in my savings, or what?” Instead of looking at 
“either/or” questions, start thinking “also/and”. Suze Orman popularized this concept. Instead of 
plowing all your extra money into debt reduction, why not split the money evenly between debt 
reduction, savings and celebrating your blessing?

Start thinking about what's going to be best for you and your business, rather than the “rules” everyone 
else says you “should” be following. Be smart about your money, and care for it, so it can care for you.

Next week, we'll be at the half-way point in the program. We'll be talking about ways to protect 
yourself, your family, and your business from the emergencies and calamaties that can strike. Yes, that 
means insurance, but we're going to talk about it in a way that may surprise you.


