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PLANS IN DOING BUSINESS AND PROVIDING PENALTIES THEREFORE AND 

FOR OTHER PURPOSES 

EXPLANATORY NOTE 

Pyramid sales schemes or chain distribution plans have proliferated in the Philippines 

for years, preying on the hopes and aspirations of ordinary Filipinos seeking legitimate means 

of livelihood. With about 67% Filipinos encountering financial scams each month\ these 

fraudulent schemes lure individuals with promises of quick and high returns, requiring them 

to invest substantial sums of money with the condition of recruiting others into the same plan. 

Often disguised as legitimate multi-level marketing (MLM) or networking businesses, 

these operations derive profit not from the actual sale of goods or services, but primarily from 

recruitment and entry fees, thereby causing significant financial losses to unsuspecting 

victims. 

While Republic Act No. 7394 or the "Consumer Act of the Philippines" expressly 

prohibits the employment of pyramid sales schemes in sale of consumer products, the existing 

laws still lack of a clear and comprehensive legal framework regulating these pyramid sales 

schemes. This has allowed these illegal schemes to persist, evolve, and target more victims, 

especially those in vulnerable economic situations 

1https://www.bworldonline.com/spotlight/2024/11 /11/634054/6 7-of-filipinos-still-dont-report-scams-to­
authorities-gasa-study/ 
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