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MLM Dynamic Compression is one of the most neglected features, despite its 
effectiveness in maintaining distributor retention.

Many distributors leave the MLM business when they realize that they are not 
earning the expected amount. By implementing compression, you can 
ensure that distributors are getting paid fairly for their efforts and time.

How is it and how does it work? We will find that out in this article.

What is Dynamic Compression in MLM Software?

Dynamic Compression in MLM Software is a feature or mechanism in the 
compensation plan that automatically bypasses inactive or non-qualified 
members when calculating commission for their upline.

When your MLM software calculates the team sales commission or level 
commission for a distributor, instead of considering zero commission from 
an inactive distributor, it removes them from the calculation and brings the 
next qualified distributor from the downline to the inactive distributor’s place.

While we have discussed all types of commissions in the 
article, here, our focus is only on the dynamic compression, 

which is also known as automatic MLM compression.

MLM software 
compression 

Let us provide you with an example of how it works before and after dynamic 
MLM compression is implemented.

The  states that one needs to have a minimum PV of 300 
to qualify for the commission.

compensation plan

MLM dynamic compression only moves the next qualified 
distributor to the inactive distributor’s place for calculating 
commissions, and it doesn’t change hierarchy.

Note

https://www.globalmlmsolution.com/blog/mlm-software-compression-what-network-marketing-professionals-need-to-know
https://www.globalmlmsolution.com/blog/mlm-software-compression-what-network-marketing-professionals-need-to-know
https://www.globalmlmsolution.com/blog/best-mlm-compensation-plans
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The level commission as per the compensation plan is as follows:

L1= 10%

L2 = 5%

L3 = 3%

Now, consider a distributor, Lewis, who earned 560 PV. His direct downline, 
Jack and Marty, earned 260 PV and 400 PV, respectively.

Jack’s downline, Sara (L2), earned 330 PV, and L3, Sara’s downline member, 
Cody, earned 400 PV.

Lewis, 560 PV

Jack, 260 PV Marty, 400 PV

Sara, 330 PV

Cody, 400 PV

Before implementing dynamic compression in MLM Software:

Total level commission will be =

[400 X 10%] + [260 X 0% (Not Qualified)] + [330 X 5%] + [400 X 3%]

68.5 PV
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After introducing the MLM Software with dynamic compression:

Total level commission will be =

[400 X 10%] +  [330 X 10%] + [400 X 5%] (Jack is not qualified, so Sara is 
moved to his place, and Cody is moved to Sara’s place.)

93 PV

If there was anyone below Cody, he would have been moved to Cody’s 
place, too, further improving the commission.

In this way, Dynamic compression helps you pay your distributors better 
without harming your profit.
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Two major differences make dynamic MLM compression different 
and better in most cases.

Difference Between Dynamic MLM Compression and Other Compression 
Types

Dynamic Compression

Low HighMedium

Intervention Required Flexibility Complexity 
PrecisionVulnerability

Manual Compression

Low HighMedium

Flexibility 

Complexity Precision 
Intervention Required

Vulnerability

Forced Compression

Low HighMedium

Precision 
Flexibility

Vulnerability Complexity 
Intervention Required
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Unlike  dynamic compression in MLM software 
functions independently. You can set compression rules once, and it 
automatically calculates the payout as per the rules. In manual 
compression, rules are defined, but payout admins need to manually 
apply them before payout calculation takes place.

Manual compression,

While applying Dynamic MLM compression, you can set exceptions to 
MLM compression. For instance, if there’s a payment failure or you 
want to provide a grace period before applying the compression, 
that’s possible. However, such flexibility is not available in Forced MLM 
compression, where, no matter what, compression will be applied once 
the rules are set.



Why is MLM Dynamic 
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Implementing Dynamic MLM compression is more than just an additional 
feature. As we mentioned before, it’s a necessary tool to ensure fair pay. So, 
let’s explore in detail how crucial it is and what difference it makes to your 
MLM business.

1 Providing Active Members With What They Truly Deserve

In the AARP Study of Multilevel Marketing, thirty-six percent of distributors 
leave MLM businesses when they don’t earn the money they expected. Also, 
only 7.68% of distributors stay with you for life.

When distributors get paid as expected, only a smaller number of distributors 
leave the business, and a higher number stay with you for life. That’s possible 
with Dynamic MLM compression.

When a downline gets inactive, the distributor's earnings are reduced 
automatically. With compression, the next qualified distributor is pulled up, 
compensating for the loss caused by the inactive distributor.

Therefore, it keeps the overall earnings comparable, keeping sponsors 
motivated, always.
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2 Helping Upline Focus on What Matters

As sponsors can  they will know which 
distributors are not going to qualify. Now, Dynamic MLM compression can 
handle the sponsor’s pay to some extent.

track their downline activities,

However, what if an inactive member’s downline is itself inactive?

In such cases, the compression rules allow qualified distributors to be pulled 
up across multiple levels. Although it’s helpful, there are chances that it 
might create a void at the bottom of the downline, ultimately causing the 
loss of pay.

By knowing compression rules, the distributor can motivate specific 
downline members to ensure qualification and take the maximum 
advantage of compression.

https://www.globalmlmsolution.com/mlm-activity-tracker
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3 Maintain a Productive Network Structure

As all the inactive and non-qualified members are bypassed during 
 there are no gaps in payout. This ensures that 

team builders grow more and rise in ranks.

MLM 
commission calculations,

The overall network becomes more active, efficient, and performance-driven. 
Rather than rewarding the passive members, it rewards the distributors who 
are contributing for real.

4 Trust and Compliance

Applying dynamic compression provides assurance to your distributors that 
they’ll be paid fairly. It’s not their fault that members downline are inactive. 
And when a business understands that, it builds trust, translating into long-
term commitment and exceptional efforts.

Trust also brings compliance. When distributors are getting paid well, 
regulatory bodies will have a “non-negative” view of the business.

https://www.globalmlmsolution.com/mlm-commission-software
https://www.globalmlmsolution.com/mlm-commission-software
https://www.globalmlmsolution.com/blog/mlm-compliance-software-avoid-legal-trouble
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1 Setting up the Dynamic MLM Compression Rules

The first thing is to define the compression rules, and you should include that 
in your compensation plan as well.

As it’s dynamic compression, you have to set the compression logic in the 
application once, and it will automatically calculate the payout, keeping 
rules into consideration. 

The rules can be related to:

Whether you want to apply compression for limited levels or for the 
entire downline. For example, if a sponsor earns commissions from 
their downline up to five levels, compression rules determine how far 
the system should compress. So you need to set whether you want 
compression to apply across all five levels or whether it should be 
restricted to only the first level, the first two levels, and so on.

Whether you want to provide a grace period. Example: If a distributor 
has been working well for the previous months and doesn’t meet the 
qualification for one month, do you still want him to get paid? If yes, 
then they won’t be skipped during multi-level marketing compression. 
Many MLM businesses do that to save distributors from getting 
demotivated.

Exceptions for payment failures, KYC verification, and similar issues. 
The distributor would pass the qualification if it were only about hitting 
the targets. However, sometimes autoship payments fail, KYC is not 
done, or the sales receipt is not submitted. In such cases, you can 
either choose to skip the distributor and apply compression or allow 
them a certain time limit to get things sorted. If the issues still exist 
from the distributor's end, compression gets applied.

https://www.globalmlmsolution.com/blog/kyc-verification-in-mlm-business


www.globalmlmsolution.com info@globalmlmsolution.com 16

2 Integration with Qualification Management Tool

Dynamic MLM compression can’t function without being integrated with the 
qualification management tool.

That’s because the qualification management tool sends the PV and 
sales information to the compression mechanism. Then, the compression 
tool decides whether the distributor will be skipped based on the 
compression rules.

How Dynamic MLM Compression Mechanism and 
Qualification Management System Works Together?

Input Sales 
Data

Qualification 
Management


System

Dynamic MLM 
Compression

Distributor is 
Not Skipped

Run Through 

Compression Rules

Distributor is 
Skipped

Info Shared on Qualified/
Not Qualified


PV Details 

KYC Details

Payment Failure

Request 
Qualification Details

Shared

Meet the 
exceptions

No exception 
applied

If Qualified
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3  Simulation and Testing

Once the first two steps are completed, it’s time to run simulations and “what 
if” scenarios to ensure that dynamic MLM compression is functioning as 
expected.

Based on the infographic shown earlier, you only need to input the sales 
data. The system will check if the person qualifies or not. If they qualify, no 
compression is applied. However, the compression system also checks for 
“exception rules” before skipping the distributor.

Usually, straightforward qualified/not-qualified simulations don’t cause 
issues. However, it’s important to check how exception rules are applied. If 
there’s a gap between the on-paper logic and real-life application, go back 
to step one and make the required changes.

Also, check the payout details for the simulations. Compare these payouts 
with “without compression” payouts. See, if the new payout goes above the 
previous one, introduce a capping system to maintain financial 
sustainability.

4 Execution of Dynamic Compression

Once the simulations are run and the rules are modified accordingly, it’s time 
to make the dynamic MLM compression live.

However, don’t do it right away.

Roll it out for some of the prominent downlines and check its effect. Take 
feedback from distributors at different levels and understand what changed 
for them

Based on the feedback, go back to step 1 and follow the same path. Finally, 
when it’s up to the mark, release it for all.
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5 Payout Calculation

Execution and payout calculations go hand in hand. Once it is live, the 
Dynamic MLM compression mechanism will start calculating the payout 
automatically.

Keep an eye initially that it’s performing as expected, sort it out if you find any 
bugs, and make it loophole-free.

6 Reporting and Analytics

It’s essential to transfer the MLM compression data to the reporting and 
analytics tool. It will help you identify insights, which will further support you in 
making the compression logic better, for business and for distributors.

Learn about payout earnings before and after compression is applied. 
Provided this option to distributors as well, so they can check how much 
they would have earned if compression had not been applied.

Check how many distributors are skipped and if there are any patterns. If 
certain downlines have significantly more non-qualified distributors, let 
the upline know about it, keep additional training sessions, and have 
feedback calls to improve the relationship.

Check which exception rule gets activated the most. For instance, if 
compression is not applied due to autoship failure in several cases. By 
that, you can work on identifying the reason and solving it.



Key Features to Look for in 
MLM Software for Dynamic 
Compression

+1 (765) 896-5271

www.globalmlmsolution.com

info@globalmlmsolution.com



www.globalmlmsolution.com info@globalmlmsolution.com 20

Many MLM Software offer dynamic compression capabilities. But you need 
to ensure that it comes with all the required features that are necessary for 
smooth functioning, accuracy, and scalability.

1 Real-Time Qualification Check

Let’s consider that your payout cycle is monthly. Now, if the MLM software 
calculates the payout in real time, the MLM compression mechanism starts 
functioning as soon as the completes.payout cycle 

A real-time qualification check can be integrated with an alert system. The 
system notifies the distributor regarding the pending efforts required to 
qualify, or else they will be skipped.

2 Configurable Compression Rules Engine

When you want to implement manual compression or forced compression, 
it works even if the compression rule engine is rigid.

However, flexibility is required to address exceptions when applying dynamic 
compression. So, the MLM software must allow creating the compression 
logic based on:

Exceptions

Compliance needs

Grace period

Distributor’s overall activity

Off-season performance patterns

There can be many more cases similar to the rules that are mentioned 
above. Overall, when the software comes with flexibility, it gives freedom 
to the user.

https://www.globalmlmsolution.com/blog/mlm-payout-cycles-explained-everything-you-need-to-know
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3 Maintain Genealogy Integrity During Compression

MLM compression only pulls up the distributors for payout calculations. It 
doesn’t change the genealogy tree.

L1 stays L1, L2 stays L2, and so on. But if compression is changing the position, 
it causes trouble.

Where will distributors be placed once they get active, as their position is 
occupied by the downline?

What about the downline members’ rank?

How can a downline become parallel to its sponsor?

Therefore, always make sure that your compression mechanism system is 
capable of execution without changing the genealogy.

4 Ability to Handle Large Networks

As your business grows, the depth and width of the downlines will increase, 
too. At that time, if the system slows down, breaks, or is unable to conduct 
MLM network management, you’ll need to migrate to another platform. That’s 
expensive, chaotic, affects payouts, and leads to errors.

Therefore, before going forward with  confirm that it provides 
options to scale without affecting the performance.

MLM software,

https://www.globalmlmsolution.com/mlm-genealogy-software
https://www.globalmlmsolution.com/
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5 Other Important Features

These features are discussed while explaining the process. Here, we would 
like to give you a summary of these features to make your MLM software 
selection process better.

MLM software should have detailed reporting capabilities, which can help 
you find compression-related insights.

It should provide you with the option to run “what-if” simulations.

It should be compatible with different MLM compensation plans 
and payout cycles.

It should be tightly integrated with the qualification management system.
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Dynamic multi-level marketing compression is a complex mechanism. All 
the pieces that guide its overall functioning, the qualification management 
tool, payout system, and rule engine, should be well-connected. One glitch 
leads to errors, which have a ripple effect, spreading throughout the 
network.

So, what are the challenges that you face while ensuring the expected 
functioning of dynamic compression? Let’s find out:

1) Delay in identifying qualified distributors: Go for an MLM software with 
real-time qualification checks, as a delay in  can 
cause a delay in compression and payouts.

qualification management

2) Difficulty explaining compression to distributors: Make dynamic 
compression part of the  and ensure that everyone is 
aware of compression policies before getting started.

MLM training program

3) Disputes when non-qualified distributors get skipped: Share a warning or 
alert to potential non-qualifying distributors before the payout cycle ends, 
so it doesn’t feel like an unexpected event.

4) Delay in payout due to exception rules: For issues such as payment failure 
or KYC errors, keep a limit of 48 or 72 hours for holding payouts. If the payouts 
are held indefinitely till the issues are solved, it will affect the working of all 
the distributors in the downline.

5) Unable to identify compression details during audits: Integrate the 
compression mechanism with the payout system and let the system 
document the complete payout calculations. Organize these details 
and include them in your MLM audit trail.

https://www.globalmlmsolution.com/blog/qualification-management-in-mlm-software
https://www.globalmlmsolution.com/blog/the-ultimate-guide-to-multilevel-marketing-training
https://www.globalmlmsolution.com/blog/mlm-audit-trails-everything-you-need-to-know
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Dynamic MLM compression is your silent well-wisher, which protects 
businesses from having their distributors feel demotivated. It maximizes the 
payment for your distributors without shrinking your profits.

If you haven’t introduced dynamic compression in your MLM compensation 
plan, it’s time you create your compression logic, implement it, test it, and 
make it live. Your distributors deserve the best, and so does your business.

Supercharge Your MLM Payouts with 
Effective MLM Dynamic Compression
Global MLM Software equips you with intelligent features 
that simplify dynamic compression, improve commission 
accuracy, and enhance overall payout efficiency.

Try Free Demo

https://www.globalmlmsolution.com/mlm-software-free-demo
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1. How does dynamic compression integrate with MLM reporting tools?

There are several metrics that you can track through MLM compression, 
which can be presented through reporting and analytics. You can identify 
the total number of distributors skipped, the difference in the payout before 
and after the compression, and which ranks are performing the best. All this 
data can be accessed through the dashboard and used to make well-
informed decisions.

2. Can dynamic compression affect my commission payouts?

Yes, dynamic compression affects your commission payout. However, it 
neither aims to increase nor limit the payout amount from the actual one. 
It only pulls up the qualified distributor in place of the non-qualified to 
keep the payout aligned with the expected earnings.

3. Can dynamic compression be customized for different MLM structures?

Yes, dynamic compression can be customized for different MLM structures 
as per the logic defined by the MLM business.
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5. How does dynamic compression handle rank advancements?

Dynamic compression improves the overall earnings of the distributor. 
Therefore, it helps distributors achieve their rank advancement.

6.
Does dynamic compression affect the team hierarchy 
in the MLM network?

Dynamic compression does not impact the team hierarchy within the MLM 
network. It only changes the position of a member on the member tree to 
calculate fair payouts and not to change the hierarchy.

4.
Can dynamic compression increase overall earnings for 
active members?

Yes, the dynamic compression increases overall earnings for active 
members when compared to the payout calculated with the inactive 
members' positions left empty.

https://www.globalmlmsolution.com/blog/mlm-rank-advancement


About Global MLM Software

+1 (765) 896-5271

www.globalmlmsolution.com

info@globalmlmsolution.com



www.globalmlmsolution.com info@globalmlmsolution.com 31

Global MLM Software developed by Global MLM Solution is a robust and 
comprehensive solution designed specifically for the multi-level marketing 
(MLM) industry.

Trusted by over 100+ global clients across 25+ countries, Global MLM 
Software has successfully completed 300+ projects in 12+ industries, 
earning a strong 4.7 average rating. These numbers reflect its credibility, 
versatility, and commitment to delivering high-quality MLM solutions on a 
global scale.

With its advanced features and customizable modules, it empowers 
MLM businesses to streamline operations, enhance distributor 
management, and maximize profitability. The software offers tools for 
commission calculation, replicated websites, e-commerce integration, 
distributor onboarding, and more.

It supports multi-language and multi-currency functionality, enabling 
businesses to expand internationally.

With mobile optimization and social media integration, distributors can 
easily manage their business on the go and leverage social networks for 
promotion. Backed by secure payment gateways and data migration 
capabilities, Global MLM Software is a game-changer for MLM businesses 
aiming for growth, efficiency, and success.
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