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SomeTiMe ¢ 1962, Marvin Sonnenlieh, a nonpractising New v

York . k\:‘yez and onetime tavern owner turned ' door-to-door
-vacuum ¢leaner salésman, dfscovered what was to him-a new and
dazzlirigly attractive mass-rietchandising device, theReferial Sale.”
It was (and is) 9 ;_ﬂ:u.stmteg wheréby corisumers can be:persuaded
to buy quite expensive bits of mercliandise secugé in the belicf that
all they néed do to estn back the whole cost, dnd maybe more, is
give over the names-of friends and relatives who miight also be in-
terested, Sonnenlieb. embraced the idéa enthinsiastically, and,
within only seven yeats, he was. bankrupt and in fail.." .
* What was essential to Sonnenlieb’s scheme, however, was not
+ nique to i, At its heart was a series of moves central to all selling
and swindling, His stoiy and all-of thé féllowing stories, déspite the
vast variation in thelr surface appearance, are essentially the same

story, For examplet:
.. Oneothing this surmeér, Amold-D'Amico, sales manager of-
" Mastadon Applisnce Matt, Parsmus, New Jersey, noticed that
* piling up in.the back room heé had rathet a nasty quantity of unsold
..+ 8000-B.T.U. air conditioners, each previously priced at §150. He
. stacked theiri all neat. the store entrance and put a sign on top
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saying “Clearance Sale—Overstock—$139.98." He was pleased to .

" note, a week later, that almost all of them wers gone,

At about the same time, Mortis. J.. Acme, ownet of Acme
Widgets, Inc., was wiiting a letter to his sometime customer,
Heuser Instruments. After fully noting his gbandoned joy at
reccipt of theirs of the 17th inst., he mentioned that,. “A special
purchase of widget metal_allows us to offer you up to 100,000
Crade B twodnch (tol, % .01) blasting widgets at the unprece-
dented price of $867 per M, F.O.B, our plant.” During the
moderately ugly telephonic wrangling which soon followed, Heuser
finally agreed to take 68,000 at $854, F.O.B, its own plant.

Much carlier, no int&: than the fall of 1192, an uhcommbnly-
Picrre de la Crédulité was.

handed a letter by a hooded and sclf-effacing cleric, one Father .

prosperous Angevin magnate named

Jaunnot, who had just arrived meanly mounted, The note, which
certainly looked ns if it had been scaled with the pexsonal signet of
Richard of England, asked whatever the addressee could ssmtg
toward a plan to bribe the King's freedom from his Austrian jailers.
The letter pointed out that since the offictal ransom demanded by
Henry VI of Germany was 150,000 silver marks (plus some im-
modetately embatrassing fealty ceremonies), the King's eventual
gratitude to Pierre for helping him toward this cheaper egress
would, once the King got home, be almost vulgarly. ostentatious.
Pierre handed over two silver marks, Neither Richard (nor, for
that matter, his keepers) ever saw the money, nor did Pierre ever

see the messenger again.

At this very moment, a very big man at a local advertising
agency, one Alan P. Leviathan, is worrying about how best to

introduce to the American public a new and surprisingly effective .

" treatment for acne vulgaris, He is tom between accurate beforeand-
after shots of a trented adoléscent, and 2 sequence showing two
beautiful, clearskinned models: fondling. each other on 2 beach

blanket sharéd with them by a tube of The Product, Leviathan,

hesitates, bt he will choose the Jatter.

It is now’ past-midnight-.'B:othet George has just finished his

sermon, A few of the communicants are still writhing on the fioor

| andt' stor's finil exhortation to spread the word to the heathen
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is stll tinging in thé ball, mingling, with the sbandoned glassallia -

and wild affirmations.of the congtégation. Slowly emotion abbs,

and the liall begins to empty. As each ‘Gommunicant- departs, he -

leaves a love offering, in cash, in the basket by the door.

It, indeed; a1l of hete peopls. (none of the nqrriei. are real, by
the way, and some of ‘the peoplé sren't either) ar® doirig the dame’

thing, it i$-not obvious,.on the face of 1, that they are doing so.
Sonnenlieb's game s 2 subspecies-of what i how America's top
swindle; Pyramid Selling. D'Asico, i just funning a clearance sale:

Acme 18 offering Houser a maigipally better ‘deal than his com-

- petitors, a perfectly ordinary instince of what i¢ the inost common

form of business salesmanship, what I shall call the “Squaresville
Pitch.” Father Jaunnot is pulling a medieval version of that classic
bunco game, the Spanish Prisoner. Leviathan is hovering over that
staple of effective advertising, Calvinist Causation. And Brother

George is working & Godeon. If we placed all these-activities against
any nmber of different categorizing gtids—legal, ethical, historical,

ot whatever—they would in evéry case fall into Adifferent squares, -

-1~

Jaunnot's Prisoner, for example, is a congame, while D'Amico’s -

clearance sale is not, Leviathan is selling things, while Brother

Joseph is helping the Grace of Cod freely to emanate. Acme and

people like him have been doing a Squaresville since the beginning

of commerce; Sonnenlicb’s type of Pyramid Sale is a recent tech-

nological breakthrough in mass merchandising, pethaps twenty-five
rs old at most, ' - '

But undemeath all this apparent diversity—not only nmongA
. the examples given sbove, but between swindling and selting in

general, .and, within thote two categories, amang. particular in-
stances—there lies a fundamentsl,’ invatiant, and apparently time-

- Jess structure, Among congames the Spanish Prisoner is not “the

same” as the Gypsy Switch, the Wire, the Rag, the Pay-OF, the

Pongi, the Smack, or the Tip.As salesmanship, Squaresville Pitch-

ing is not the same as Cleirancé Selling, and an Introductory Offer
is not identical with a One-Day S%echl But: these activities are,

nonetheless, all constructed out of the same basio parts, in response

to the same basic problems, and they can be described wi the

same basic vocabulary. o .
‘What I ptopase to do here is to tease out and display what I

take to be the mther elegant, baslc, ‘thared structure of swindling
and eelling, There are sevetal practical justifications for such an
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effort. Understanding how a thoroughly. licit selling device like a
Clearance Sale, say, is related to a form of sometimes subtle bunco
like “Bait and Switch” may help in the design of laws directed
toward stamping out the latter without playing havoc with the
former, (I am, after all,.a law professor, end such activities seem
more important to me than to more broadminded men,) Moreover,
since few of the users of these techniques seem to know very pat-
ticularly what they're doing or why they're doing it, putting a little
anslytical light on the problem may hielp those not doing conscious
evil to do good more efficiently- (even if that may also help the
crooks better to appreciate their own innocent cleverness). But the.
more persuasive ground for going to all this. bother is that this
question, what actually happens in effecting exchanges, has hereto-
fore been almost ostentatiously neglected by almost all scholars in

almost all the pertinent disciplines, thus denying all of us the

aesthetic joy of contemplating what s really a very. pretty story.

It is, for example, rather a striking fact that the most famous.

_crossroads in the world of economics; that spot in the heartland of

commerce at which supply and demind intersect, has never itself
‘been thoroughly mapped zy ! /s thal

intersection is there. It appears again and again on larger maps.

dreawn for longer voyag
destination, But the place itself, the territory of the actual exchange,

is still by and large an undiscovered country, not because analytical

" travelers have trouble returning, but because they rarely, if ever, go.

For most economists, it has up to now seemed sufficient to show thie
land where fulfiliment and desire meet as a_dimensionless polint,
that place of-one of their graphs where cross two of the preat

progenitors of fascinating curves, supply and, demand,. As far as’

many questions in economics are concemed, . snapshots of the
exchange proeess Took like nothing so much as the tracks of two
gently addled camels crossing: on some: vast and.undifferentiated
desert. e .

There is no ‘reason, however, to be particularly querulous
about cconomists. The actuality of buying and selling—trading—

is, after all, a rather frequent and important species of human

intcraction, especially in a market cconomy.- One would haye
thought. that other scholars in disciplines more attuned to._ the
dramatics of living, for whom the presentation of the sell in-every-

-day life ought to have greater natusal appeal, would have explored

economists, Everyone knows that-the

es—many of which, in fact, have it as their
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the matter ifi some gietaii. But, though.there may be  few fiscinat.

ing exceptions, by and large what the economists see a8 a desert,

+the sociologists snd psychologists scem to see s a swamp, and one

into which they would, appatently, rather. not sink quite yet.
That doesn’t mean that no oné thinks the buying and selling

process is interesting, When, several years ago, I Jast Jooked, there .
* werg one and three-quarter New York Public Libra

; catalogue
drawers. (sbout 2,000 cards) under the heading “Salesmen fnd
Salestnanship,” But if you're inclined to run down for a good read,

youought in fainéss to know in advance that there ate, essentially,
only two titlés represented: .“Nine Rules For Productive Selling"".

and “How [ Tripled My, Income Throsgh Podltivity,” All in all,

the salesmanship books.bear. the samie relation to analytical under-

standing 53 a maniual on apple harvesting bears to Newton's laws,’
Naturally, I am overstating the situation, One needs to be’

of far better chanicter than I not to exaggerate the uniqueness and

power of one’s own approach. Though I have certainly not rcad

even one-quarter-inch worth of the public library catalogue’s glut
of salesmanship books, the few that I have dipped into have more

than occasional moments of illuminating cunning and shrewdness,
Morcover, a large number of things that the motivationstudy
psychologists have said about the deep drives that motivate the
Jpurchase of goods have the ring of persuasive, if tacky, truth about
them, But more important than all that, even if strikingly few
economists, sociologists, or psychologists have devoted themselves
specifically to the actuality of “the deal,” no.one can even begin

* toexplore swindling and-selling without reference to economics,

sociology or .psychology: All of those. disciplines have developed
concepts—or at-Jeast metapliorical grids—without which it seems

to me impossible to urderstand—or, hardér, to desctibe to someone
else—what in fact isgofngon. - . S

From time to time, then, I will be using divers and diverse
vocabularies which have their own rich devclopment. I shall, for

example, dip into social psychology for some primitive cognitive. -

dissonance talk of my own. I shall snatch some extremely useful

' class-definition and class-formation talk-from sociology,-and lift

large chunks of role theory from the sume cache, And I shall be

bonoyfing huge dollops of modem microeconomics throughout. In
fact, insofar as there is anything at all new in this entire book it is

the attempt to put together the insights, vocabularigs, and ap.

-GL1-
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proaches of thess various intellectual structutes into 2 unified

“cxplanation” of a discrete and limited, but still moderately juicy
phenomenon, “the sell.” C T
I have been cautious about the use of. the word “explandtion”
in-that Jast sentence, for good reason. The following two hundred-
_add pages will constitute no such thing, at Jeast not according to
. any reasonbly. expansive. meaning of -the word, 1’ do think tgete
s 8 way to braid the vocabularies of modern mieroeconomics and
smodem soclology and sacial. psychology into i_single internally
_congistent-and predictively ful strand of spesch that will secve
to illuminate some otherwise puzeling things about swindling snd
jelling. 1 think, that is, that ope can dissect out and display a

compact, unitary logic of those gotivities, But I would still prefer,

fo the extent possible, to skirt hoth the holistic and the essentialist
fallacies, That is, I believe neither that-one understands nothing

about something unless one understands everything, nor that under-

. standing something any one pacticular way means that there is no

other way to “understand,” that is, to scea pattem which generates

. gesthetic pleasure in the perceiver. There are, most likely, an

“infinity of other amusing and instructive approaches. The only

thing that distinguishes the one about to take shape is that it is

mine, As these things go, then, this isa small collage, but there arc
some of s, I hope, who will love it. '

e
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ThE FUNDAMENTAL MESSAQR that must be gatten through to all

marks snd customers,by all swindless. and selless is this: Do the

- deal, But _the world.is a.zich and variegated place, and everyone

T ¢ .

is being offered deals all. the.timé. So to evéty such, proposition

thets 18, not necessarily. atticulated, essentially the. same tesponse:

Why should 17 To that fnvarisble response there is only one general. .

form.of reply: Because you'll be befter off it you do than if you

don’t. Lt *

Nuw'ﬁ,x;t kind ofgenexal .;ei:iy is gs&ceédingly-.'n.b:sfmct..’ It is
consistént with all sotts of situations—cven with_thie progression:

(1) Give me all your money; (2) Why should 1t; (3) Because I'll

beat your-brains: out §f you don’t, That {8, “bettey off" is quite

. meaningful as the equivalent of ‘Mot as: bad off as you're going
. ‘tobeifyou don't dp what I say.” But neither swindling nor selling
are practiced in g context of open coercion, In both situations; both
-parties to the deal are presented, to themselves and to cach other,
-a§-frée=to.thooss this deal, of another deal, or not to deal at alk
 Thus “better off” is 2 promise of gain from trading (as compared

with ot trading), not-a threat of diminution or - destruction.

9
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“Better -oﬂ,"vin selling and swindling discourse; is very close to

“richer”; you will be better off because you will have more goodies,
- or better ones, after trading than before. That is, the reason one
deals—trades—is that one will increase one's store of the things

one values by doing s0.

But that generates, at least at first glance, something of 2 . .
mystery: Where is the additional wealth-one gains through trading '

coming from? It would not seem credible that what one party to
a trade gains the other party to that trade loses, for if that were
s0, why would the “losing” party do the deal? Nor would it be
initially. persuasive to hear, as an explanation of the wealth, that
it is coming from the pocket of some third party; why. would he
allow his pocket to be picked? But if one’s post-trade wealth in-

crease comes neither from the other party nor from some third.
party, where does it come from, thin air? As we shall see, then, .

every selling or swindling pitch will have in it someplace, express
or implied, some explanation of the other party’s surprising willing-
ness to lose or of some third party's quiescence in the face of his.
loss, or some convincing depiction of the wealth-producing powers
of thin air. ' .

Every pitch does have worked into it some such explanation,
But locating the source of the wealth, while a necessary element
in every selling and swindling script, is not sufficient. For there is
another question that must also be answered before-the deal can
be closed. Assuming that the source of increased wealth is somehow
explained, every customer/mark must also be given a credible
explanation of why the seller/conman is splitting with him., For
assuming there is a bundle, and assuming the offeror knows where
it is and how to get it, why shouldn’t he just keep it all for himself?
In other words, whether the source of the boodle is initially painted
a3 the offeror’s pocket, or someone else’s, or even thin air, it still is,
at least potentially, the offeror’s pocket. Why then (wonders, at
some deep level, the buyer/mark}, is he transferring to my use
that pile of value he could convert to his own? What the buyer/
mark wants to know, in effect, is, what's in it for the other guy?

In forim, these harassing questions—"Why are you splitting

with me?” and “What's in it for you?"—are not exactly the same.

One could, after all, answer: “There's nothing in it for me; I'm

citting you in because I love you.” It is at least theoretically feasible -

for a conman or salesman to paint the propased transaction as one
. ] . R o

'The General Principles of Swindling and Selling . -

explain his, willingriess nonetheless to complets it as mieré generos-

Coown
after thie'completion of which he will'be matesialiy pooret, and to

. ity. That is theory, In fact, I have never séen any such pitchever . .
made ifi any swindlér’s tale of séller's pitch, Never, T have not, of

course, consideredl every ‘pitch thers'ever was, or even every one -
thete riow is, but in' what 1 have seen there s no instance (not

even i’ the Godcons;” where the Grace ‘of God is what is “dis-

tributed”) in which the burden of the story is that the mark is to .
enid ap miaterially better off while the othet party ends up materially -

worsé off. To put it briefly, if there is anj inestage which nejther

conmeén fior selless In practice ever atteinpt to convey it is: “Come

_and get ft~—something for nothing.” It is always, instead, some

form of *No gifts, I'th proposinga deal: something for something.”
" Now that is iiiteresting, For the oldest behavioral saw in the

books, inchiding thosé written by conmen, is that everybody wants -

something for riothing. But since in practice, so far as I can tell, no
one actually operates under any such assimption, then it appears

- that everyone's wanting something for nothing is one of those

gieces of folk wisdom which, as usual, manage simultaneously to
¢ accurate and miss .the point. If there-is. in fact this pervasive
desire for tomething for nothing, it seems to be engendered by
everyones quite clear appreciation that it's unlikely ever to happen,
That is, in this case as in s0.many others, where there's 3 will it is
because everyone pretty well understands that there is no way.. -

In fact, the picture that emerges when one studies a large
nuniber of swindling and selling techniques is of a society by and
large profoundly skeptical about tlie possibility of love and gifts,
at least from strangers, It is as if everyone had intemalized some
soclal equivalent of the first two laws of thermodynamics—(1) You

don’t get something for nothing; and (2) You don't even break -

even—and applied it automatically to every offered bargain,

. Tt is also possible to- put the matter thus, It seems that, at_

least in the interdction sitimtions explored here, every man is in
fact assumed to view every other man the way economists view all

men; An econoinist’s rational man is one who makes an economic

move (like trading) only when it will improve his own “utility.”
Now an economist’s “utility” is not necessarily based solely on.

material things; one may “improve one’s utility” in these terms -
even by giving maney away to onc’s.children, or to a charity, But -
the enhancement of 1itility through o deorease in. material wealth

-LLT-
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is a rare occurrence in the economic universe, limited to. special

contexts like the family and the annual Red Cross drive. Such

special contexts are thus also rare in the usual scripts of sales or
congaines. As we shall see, 2 very few congames—"Go by my cousin
Julius,” for instance, or “Ripping Off the Man"—do attempt to
counterfeit such a context, implying non-economic man attitudes.
But if I read the pitches and contales right, salesmen and conmen
almost invariably view the public as viewing itself as made up of
#geue economic men;” people who never give except for materfal
in. ' - ' -
& Such a view of -human pature~-man-as fiomo economicus—
severely constricts the range of possible answers to the “Whence
the bundle?” and “Why the split” questions, and thus puts rela-
tively tight constraints on selling and .swindling scenarios, If most

people do perceive most other people as rational self-maximizing

“economic men, then anyone who proffers a deal must also be seen
its consummation.. But

as himself expecting to grow richer through
i€ he is indeed to grow richer, the requisite increase in wealth must
have a soutce, which, the mark must tecognize, can only be.(1) the
other patty to the deal (that is, the mark himsclf); (2) some third
party; or (3) the mysterious “thin air.” Thus anyone shaping a
deal must write a script which persuasively sets up 2 situation in
which both parties gain but neither's gain is at the other’s expense.

~ All swindles, therefore, offer somiething for sornething. Indeed,
contrary to the prevailing clichés, so counterproduetive to a good
score Is the offer of something for nothing. that the most creative
element of any good bunco sctipt is that patt devoted to inflating

the apparent value of the mark’s contribution. Certainly it is im-

swindle's payoff, as gigantic as credibly. pa '
portant, and in the nature of things more difficalt, successfully to

: f's contribution—~that is, -
ive which you can then

increase the apparent value of the maik
to appear to give the mark something to g

appear to need. -

Most of the rest of this essay will be devoted to uncovering

and illuminating the several (but essentially similar) ways in which

- all selling and swindling scripts are-written 50 a3 to operate suc-
cessfully within these severe basic constraints. As we shall ses when
viar g the Spanish Prisoner and the Squaresville, thie Gypsy

" econonijes, -

. this:

- .ﬁﬁyér/Mzﬁ;: ‘You mesnyou're moking me a present?
Seller/Conmati: Don't be so suspiciotis; What's teally

The Genenl Princlples. of Swindllng and Sefting n

Switch, and the Diffeentisted Produot are described, what s most
interesting is the way in which- these fornis of humin interaction,
when viéwed sociologicilly or even psychologieally, trck the pic-

- ture_of the same- transactions that a:classical economist would

find congenial; In fact, if sny genemlization could be made about

. gl bunco and all selling, it is this: Successful plays demand a

convineing dramatization of the fundamental processes of micro-

Let nic go bik a step. At this point the implict dislogue i

.'St}lli?'t'llc&{mgﬁ:“'l)o tb'cdynl._ - L
Buiper/Mark: ' Why should I? (“What's in itforme?”)

. Se'jléf/Copmam' Because you'll be bettee off if you do than if you

don't.. .

(“What's fnit foryou?”) -

happening is this:

- Now, what follows that'blind eolon? Many varleties ©of one thing,

the thost basi thisg i all ecooenics, to-wis ol the diflrent vays
of sying, “Weneed cachother” = - .
“Théte i, yoiy see, hiappily fof comsnerce and providentially for

", contiien, & fundatnéntdl ambiguity about the relationship betwee:
partles ‘contemplating a trado: at any given momenfp they arz :

sirfiultaneotnly partners and competitors, Thiat thiey are coinpetitory

" {3 péttiaps the more obvious'of tlie-two' chatscterizations, . for the

cgmmon dramia of the haggle s the one that flicks first across the
minds eye, When Ahmed and Kevin contemmplte exchange with
edchi othes, they baigain, edch teying to get as much of the other's
wealth as Hé can fh exchange for as little as {:?tqibl_e'-of his own.

-~ They each bargain towsrd getting a bargain, that fs; toivard maxi-

mizing their own utility at the expense of the other’s, eady-made

. pletires of ‘thit very familiar kind of luimian interaction-abound, -
o the frintic gesticulations of the Casbih market to the cold .
mutual , malice. Of telephone calls between sales managers and . -

i)uwbasiﬂg agents in a competitive industey,

. -8L1-
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Despite appearances, however, not all exchanges are exp]bita-, '

tive, In fact, few are, When two people make a deal over things
of value it is not necessarily the case that one ot the other of them

come out of it worsé off than he went in, You don't have to have -

one of the traders dumber or weaker than the other in” order for
there to be a trade. Even in a situation of trading prefection (where
_ both patties are equally free to trade or not, and where whatever
one knows the other does also) there would still be trades, For it is
frequently the case that what one has is worth less to oneself than
to someone else, and, most important, vice versa too, In such cases,
a trade will enrich both parties. . .
Within any “competitive” trading situation, then, there is
almost always hidden a cooperative partnership: cach pasty does try
to maximize his utility at the expense of the other, but it is only
together that they can increase the total utility in their joint system.
It is over their respective shares of this newly created potential

" value that the parties really contend.

This mechanism, trading items of differing pe}sonal utﬁit}‘so _ o

as to produce more of value for both parties jointly to gobble.up,
- appears in two different guises, both of which can be, and are,
adapted to selling and swindling, The first involves what is es-

sentially a two-pirty universe and hence shows up early in most -

elementary-cconomics textbooks. It almost always goes something
like this (right down to_the gustatory setting). If I have two large
pizzas and no beer, and you have two Jarge beers and no pizza,
it is most likely sensible g;r us to trade. For it is likely that your
second beer will give you less satisfaction than it will give me, and
the same (tliough in reverse) is true with respect to my second

izzn, Let us assume that there was s standard unit of comparative
appincss-from-things; call it a “util."” My first pizza is worth, say,
threc utils to me, and my second is worth one. Your first ‘beer is
worth four utils to you, and your-second iy worth two, Thus there
aré ten utils between us if we both stand pat; my pizzas, if con-
sumed by me, give me fotir utils, while your beers, if you -drink

them, give you six. Now let us assume. that your second beer is

- worth four utils to me, while my second pizza is worth six te you.
If we tradé, there will be scventeen utils of satisfaction in the sys-
tem, That is, there will have been an cxchange after which both
parties ate, in their own- perception, Letter off. They will thus
have created value out of “thin air.” (“Where's the bundle coming
from?” “Outofthinalt”) ~ . . 0 -

The General Principles of Sivindh‘ng and Selling  * _ 15

Once the two-party universe is opened up, there arises another

form of usable ambiguity on the framework of which to construct
puissant pitches, It is peifectly clear that people can form ag-
gregates. which are intetmally competitive among the members of
the group, but which form a cooperative .uriity with respect to

" outsiders, That, after all, is the nature of any business fivm, Each
. element of production—capital and laboz, for instance—would like

to arrogate to itself the largest shate of “profits,” and each will (and
does) compete for that share; Gencral Motors and the United
Anto Workers are snappish about this with each other all the
‘t‘ime. B'l'lt G.M. and the U.A/W. need-each other to realize those

rofits” in the first place. Thus they aré coristrained to act to-
gether, even while contending among themselves, so as to maxi-
mize their joint returns at the expense of competitors,

Moreover, the situation is the same whether the productive
e'lemeuta are joined in some formal structure Iike a “firm,” or are
linked in their joint enterprise by a formal contract, or simply work
together ad hoc and informally. Even deals made between “in-

. . dependent” factors at atm's length are still simultaneously com-

petitive and cooperative, When I sell goods to you for your use in
your own ‘manufacturing process, we are still, in effect, working

~ ~ together to create a “surplus” which both of us can share.

Thus it is a perfectly rational and widely recognized model of
genetal economic organization which identifies the source of “our”
boodle as “thiem.” If wa together can form a team that outperforms,
outdeals, outthinks, or even outsteals outsiders, they can be ex-
ploited by us, very much more successfully than either of us alone

could exploit' them, and usually- much more profitably than we |

could exgloit_ each other, We “nced each other” still, but this time
the source of our symbiotic gain is not the “thin air” of compara.
tive advantage but the more down-to-earth “their stuf.” As we shall
shortly see, the ur-plot for substantially all selling geripts, crooked
and "otherwise, is this attempt,.to dramatize the creation -snd
operation of 8 “frm”.in which the buyer/mark has a useful, and

'prefernbly necessary, role to play in the plunder of someone else,

Once thg two-party universe is opened up to admit the exis.
tence of ‘outs:_d?rs, however, another matter requiring a good deal
of creative-writing delicacy. slips into worrisome focus. For while
parties must frequently trade to improve their positions, and must
often cooperate to maximize their joint and individual “profits,”
once it is made clear that “others” exist, it also becomes dangerously
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16 - SWINDLING AND SELLING

clear that neither thic trading nor the cooperating need be with any
patticular other. Many “othiers” may also offer deals, and the terms
of each are not necessarily the same; i you are a two-pizza man,
there may be a six-pizza man who-is quite willing to trade more
than one of them for just one beer, whether for consumption or

. for a restaurant partnership, That is, if outsiders exist, they can be
competitors as well as victims, and competitors sometimes under.
sell, Tt will become necessary; thetefore, if you want to “imiake a

sale,” to do mote than offer a deal better than no deal; you will
have to offer a better deal than anyone else, You must, that is, be
offering a “bargain” And given the most fundamental -piinciple
of selling credibility—thon shalt not appear to be making a gift—
symmetry must be attained on this level too. In order to make the
offered bargain believable, you miust dlso convey that by doing the
deal you will also be getting a bargain, Thus, for the- toffered deal
to be attractive, not only must it scem to offer mote than the other
party could get frorn anyone clse, but it must dlso appear that the
same deal will realize for the offeror more than he cottld get from
anyone else. ' '

The centmlprbblem for all swindling and selling chiptwr‘iters, '

then, is to create a dramatic situation in which both parties need
- each other and, beyond that, ne¢d each other more than (or at:least

as much as) they need anyone else. That tums out to be one of

those dramatigical problems—like firstact exposition of the pre-

curtain situation, or getting the ingenue plausibly end naturally

behind the arias to overhear the villain's soliloquy—which admits

of what looks ifke mafy solutioris. All of them, howeéver, tum
_ out to'be essentially the same. L :

All of this can, 1 think, be llustrated by concrete instances

taken from coninfon tiading interactions, both licit and illieit, But
because, ds we shall see, the magnitudes. of the elements of “the
sell” deployed in a cangame tend to be 2o ldrge as alrhost to parody
the imicraeconomic principles being dramatized, the place to start
is witb'varlomloy‘s of classic bunco. Once. wg see the essential
moves magnified in the swindling context, it will bé considersbly

casier 1o see thein—made more slowly and more subtly—in sormal -

sale,:gmnship. So let us now spend some time in the swindler's
wod, . S
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~ -1 The Prisoner -

“Tre Prasonzn” (hi.ﬂ:!c country, now most commonly known .

g8 “The Spanish Prisonet”) is a sort of building block of bunco, a
basio_steichiril element. Wiien looking at the steusturs of some
congaines-<tlig Wite, thé Rag; and the Pay-Off, for instance, the
Smack, Tip. ind Last Turm,’ the Gypsy Switch, and Greengood'’s

discerned n_high.relief sround the levél of the foundation. But it
a role; muted but.essential, in simost every: salesnianship strategy.
On -reflection, - this:ublquity is hardly surprisiiig. For the cons
known generiedlly as:*Prisoners” or *Spanish Prisoners” arc merely

-particulatly pristine crystallizations of the fundamental manipula-

tion of all swindling-and selling; viz., the attempt to create an ad
hoc diamia in which strangers are made.to appear as nearly as pos-

Whythiabitofbnnco 18 today generally "Qllail:the, Spanish

19

sible.necetsaty: to, each ‘other, jrreplaceable members of the same -
v e ather, Jrrepiace -of the same

‘Game, the Ponz, and the Refeital and Pyramid Sales—it can be .b
. appears. inevery variety I have evét fun acroit, And it also plays -

Prisoner.1:do not know. There was a version very popularin the '
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20 _ : . SwinpLING
loyalists, but there were vemsions played gt the same time which
used the personae of jafled Jews in Germany and anti-Mussolini

activists in Italy, My imagined opening vignette of a twelfth-

"-century play would undoubtedly have been called “the Austrian

+himself hovering happily, if somewhat su , somep.

. Prisoner” by the English conmen of the day, and the Pope, in

Gide's version (in Lafcadio’s Adventures) was theoretically held, as

- 1 recall, in his own Vatican basement. o .
In any event, the specific geography is irrclevant to the success
 of the play. All one needs is a plausible prisoner convincingly privy

to vast wealth and understandably in jail. Thus I shall set my own
exemplary deseription in a nice, up-to-datc context in which the
subtler reverberations of the tale will resonate casily in the informed
ear of any modem student of current events, Like this, .- -

Spiros Tzourous (if that's anyone’s real name, he has my

sympathy) is a successful surgeon. He was bom in New York City, -

but his parents came over as immigrants before 1910, and their
tales of Greece and Creek history fixed his interest in his countiy
of ofigin from an early age. He prospéred in medicine, .an_{da fou:d

¢e be-

tween great comfort and what may fairly be called wealth: Though

“anything but a wild radical, from time to time he lent his name and

gave some of his money to organizations opposed to the Greek
military government. In addition, like many doctors he acquired
his money without ever having had to dsbble in price theory; that
nagging relationship between marginal cost and marginal revenue,
known deeply if unsystematically by men who wear their hats in
their ‘offices and scream into phones a lot, was a terrot incognito

to him, He grew rich knowing nothing about the small Jedges over -

deep precipices on which most wealth flourished. He was, that is,
the perfect mark for a “Greek Prisoner.” :

One day several years ago, Tzourous was sitting at his break-
fast table in Riverdale idly leafing through his motning mail when
he came across 8n envelope bearing a Greek stamp,. addressed to
him in a rather shaky hand which e did not recognize, He opened
it with desultory curiosity and read the following: o

Honored meessog Doctor Tzoutous:

Only my extsemeness of condition influence me to adress
to you so far away this pray of sid, Please do read with

© twoPutyPlyles < 2

npathetio it cost my last hidden drachmae toguards to
 biliglettervutforsending. . - A
© Mysclf Lam chief helperto Ministér of Finance in real
government not Colonels. Yout ngme Is known to uyas friend
.. though far pviiyfromireeAtnedunprwpapen'. Nowlam =
. in gaol by tisurper colongls, Freedom of me is value but more
_of I?yegl Hellos in chini now, T prayer help—myself and ...
. mtbn. PRI T L, L
7 Wh i driny tobbers tob niation I hide from greed piws
- lut-a'ay‘dui_clim‘a‘fonymmlon of nation treasurebonds -
mone'yﬁiifd:‘mho!dgg:honeed-fan! ing name. To bankin.
- Swiss with number3 sénd, At north border Colonels seize
‘myselfpincg.over one year bonds in Swiss still now, For our.
_eatse this millians vital only I can get with recipe ticket, Even ;
- yaufe dangérous youe help but for frcedo myself &hd Grecce -
~.one ,t,t#m‘yéwyésig,h!lzm.\.myw_dmmmomfd,.»
.;;Met.mof;qwlsﬁ.e'mﬂnmiﬂﬁ achinae, - - :
7 Why trist? Do not: Send sma foney D, 5,000. -
Kingtican dollais to address beloiw. Only contact qur friénd
 will irfbe fromi s othe letter proof o faith.an eslness,
R . Mo Aﬂ“nﬂ;@ﬂi. E
Eleusis Street 19
. Athens, Hellas

Iprayer.

ELEUTHERIA (FREEDOM)
T. Dorakis_

Doctor Tzourous reréad the letter several times cven after '

he had grasped its message: that the Deputy Minister of Finance

in the overthrown Greek government was now in fail and wanted

outy that he had cleverly put over & million and.a quarter dollars
worth of bearer:bands from the Greek treasury into a Swiss account
before they caught him; that hie was'willing to pay over $300,000

- to get'out to get the restof the money; and that he was willing to

send miore detals and proof.

'Doctot Tzourdus did a little checking during the next several

days. He discovered that there was a T. Dorakis who was an assis-
tant in the Ministty of Finanse. T. Dorakis had disappearcd over a
year ealics, and Papadopoulos had mentioned in a speech or two
the shocking thefts and corruption in the old Treasury Depattment,

t night Tezourous, fold $150 in currency into o alrmail

~Z8T~
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~ cnvelope slong with a note saying no more than “Please send
further details” and rnailed it to the Eleusis Strést address.

It took severdl days for Tzourous's letter, forwarded from

Athens, to reach Sean Mekas’s post-office box in the Bronx. As

soon as he got it (and put the money in his pocket), he went to ‘

his files and started to copy out (with an occasional emendation)
. his normal next move. ' . .

Honored ?r'ofessm Doctor Tzourousi

+ From the base of my heart I gfve you thanks for trust
myself. You are cotrect to be bewarey, Inside you find proof -
of my truth, report from press paper Greek and picture of
most impostant invoice. Real original [ keep.hidden till when.

-we need, Then Freedom for truth myself, , o
Drachmae need Dr, 250,000 for guard, Send same address
same way, S o

' ELEUTHERIA (FREEDOM)

T. Dorakis

Mekas selected one of the Greek newspaper clippings he had
recently had printed.and aged (when Tzouroys had it translated,
it would tell of Dorakis's imprisonment for stealing bonds from the
government) and placed it in the envelope, He also included a
photostat of an inventory, on the stationery of .a Zurich bank, of
bonds deposited for safekeeping which bore the legend at the

bottom (in French, German, ltalian, and English): “No with-
drawal without official claim document.” He then sent off the

whole bundle to his cousin in Greece for mailing to Tzourous,
Eight thousand dollars was a lot of money, even to Tzourous,
even after he had his mother translate the elipping and his broker

calculate the value of the bonds on the inventory Jist. More than .

that, he began to catch the first vaporous odors of a rat—albeit
- the wrong one, “If,” reasoned Tzourous, “it takes only eight grand
to get him out, why don’t his undergrourid friends spring him, and
they'd all get the bonds that'wey? Why? Because he doesn’t want
to split with them, that's why.
Eleusis Street read like this:

. Dear Dorakis:

It isn't good enough, First, eight thousand is a lot of :
monecy and this i a risky business, Second, how do I know you

---- s e e e e s et

' Thus Tzourous's next letter to
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won't fist take all the bonds yourself (for ‘the movement, .of -
course) oncé you're out, Third, if you can satisfy meon that, it's
stillriot énougly, IET go through-withi this deat I want half, We'll

* decide afterwards how much each of us donates to the cause.

| Sean Mekas .;éé'e‘(v_e,d this heavy twitch on his line with trem.

 bling Joy: Fzourous was all but Janded, As all his -other bobbin

were still sitting .placidly on the surface of Mirk Lake, he tumed

- with decision to the landing of this particular fish. In honor of
‘Teourous’s ardor he scomed his files and drafted for him a custom- -

izedteply. . T . . i
" Doctor Trourous: s co
" Lam devastate at your letter, I ém not trist, My honor i
muddeéd. But-1 am your mercy, Even this letter Talmost get =
not qut, Better half for the nation than notliing. I cannot risk
lifes of frlends to find freadom? - ..
"+ Enclose is one half-"claim document,” ‘Without this
person able not to claim bonds, (Look at bottom iovoice,)
Send Dt. 250,000 (of same dollars) to Eleusis Steeet. I will
. notice you when free.and we together will claim in Swiss,
1 try forgive you shivelng my name, - .
L o o Dorakis -
. Hoping that Tzourous would not suggest taking the money to
Athens himself,  thus necessitating -more of 2 payment to his
Athenian cousin (“Prisoner Letters Forwarded—Faceto-Face Im.

* personations Extra”), Mekas sent the new lotter out through the

usual clianisiels, To his abandoned joy, a week or so later he received
seven thousand American dollars in a neat byndle from Athens.
SAfte_r his joy subsided a bit he wondered how much his cousin had

educted for postage; Mekas was not 2 natumally trusting man.)
From. that point on, everything was gravy, He sucked another

" thousand from Tzourous “to bribe for myself out a visa for exit,”
seven-fifty more for “fishing Captain who calls themself patriot

but ledches for money,” and anothet five hundred for Yugoslavia-
to-Zurich travel expenses, g T :
At last, ofi the appointed day, Spiros Tzourous stood in front

. of the local equivalent of the First National Bank of Zurich. The

. largé local battery of clocks struck noon, Any minute now Dorakis
.would appear, they would put together their halves to make

~ond whole ticket, and together. they would. collect their boodle,

-§81-
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“Tzourous's share would be worth more-than half a million dollars. - that if it does irot semain a sécroty. all its value disappears, That is,
It was late fall and growing chilly, and Tzourous wished he had it is not really thé theft that creates the monopoly, but-the seccecy;
dressed more warmly, By four, when the bank closed behind him, theft-is just onp of those things that necessarily requites sccrecy, -
he was still standing and still alone, and he wished he were dead. © Ths the conthan’s snswer to the first key question—Whence
S - R o the wealth?—is-in embtoidered version of the following: “1 have.
- o . S S a monopoly over a-uniguely yaluable piece of informa on,” But
This demotic Greek version of the Prisoner ogcupies some- : what Is tmost lovely about the Prisoner is that the second critical
thing of a middleground position on the coniman's sparse-to-10coCco questivn==Why are. you splitting with me?——can. be answered in_
embellishment-and-complexity seale. More florid and busy vessions’ " almost identical terms, with no dramatic dissonance to mar the
exist. fn the literature of ‘bunco: Yellow Kid Weil, one of the power.of the overall tale, “1 am, shating with you,” answers the
modem masters of big con games, not only bas deseribed more coniman, “not because 1 love you, nor becausa I'm a fool or an
claborate plays that he liimself has run, but has also reported, with idiot, I am sharing ‘with you because 1 have to:- I may have 2
becoming tuefulness, a Prisoner (royal and French in that case) monopoly over & seéret, but you have & monopoly overme.”
successfully worked on him. But the additional intricacies in those - ) K:a whiit a monopoly the mark, at least on the surface, has,
more filigreed versions are not analytically important. There atea - Note'that in tiny case in which the source of the swag is theft, since -
few more letters, perhaps, a few better tokens of trustworthiness, ' the et cannot advestise of meichandise normally, when selling a
maybe one or more credibility-enhancing face-to-facé. impersona- : sharé in the booty he faces a limited matket, a curtailed group of
tions of the Prisoner’s agents. It would, 1 guess, surprise me if a8 potential buyers; That tict functions importantly in pulling other
big 8 scare a3 Mekas's could be made “playing sgainst the wall” ' swindles—the “Past Buddy,” for instance, to which we shall shortly
* (that fs, without props, stage settings, and live actors), but it Is turn. But in‘a classic Prisoner what holds the prisoner away from
. not beyond credibility. . - : " atiy normal buyer's matket is not just the necd for secrecy, but -
At any rate, all of the basic formal elements neosssary to a . that most potent and -pictorial (iim& thus dramatic) form of
successful play of the Prisoner ate in this version, Start with the . “market constraint,” gctual physica force, He, is in jail. There ate
~ source of the boodle. Where does the big pay-off come from? What guards, There are bats, There are_censors. The grla,on_er in the
is the nature of the breakdown'in normal economic process such Prisoner is kept rom a wide tasket for his “goodls,” one in which
that this dazzling abnormal profit exists.for the divvying? Theft., he could Brirgain. amoiig:a large.group ‘'of competitors for a good
But more than that, as to the stolen and hidden bundle, the - - price, not merély by g need for verb | prudence lest he give away
prisoner in the Prisoner is 2 bona fide (well, mala fide) monapolist. the secret (and Iose the boodle and his freedom)-—not merely, that
‘ " {s, by, the necessity of avoiding potential evili—but by already

Only he knows where it is, and only he can get at jt, The source
of this extigordinary profit, then, is the squrce of most of the - actualized physical coristraints. He is, in the classic Prisoner playlet,

extraordinary profit in any economic system~-monopoly power. . already encased in the tough and just barely permeable membrane
Theft, if successful and successfully concealed, is, of course, . of total statepower,’, . . . :
always. the ‘source of an ad hoc monopoly. It is useful if, as in ' - Thius the two halves of the tale fit. Tlie sate persotia and-acts-
my Greck version, the theft is illicit but not naughty; that is, one : which aecount for the existence. of the wéalth ‘.I""?"' décount for the
finds it easiér to sttract marks if the ultimate loser.is a Greck conmiars inghility to keep ft all"for, himself. T the mak can be.
colonel rather than widows and ozbre: 'ew marks, jt seems, like made to consider even for a:nioment the initial premise of the play
bad thicvery; more prefer something which may be covered with an —that the prisoner is indeed who and what he says ho je—it'all
llusory patina of Robin Hoodery. But all thiat is only wseful-to-the - fisneitlytogether ‘Wap thers onice anothes govenment jn Greece?

classic piteh, not necessary. The indispenssble element in a Prisoner - Obviogsly ‘the imiy-overthrew. something: Did it have a teeasury .
play is that the source and present; catchment of the wealth.is sauch . . .and adminixjmb ;. ﬁimﬂ “Sures ‘Miglit .oné no;ﬁfn sympathy
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with the couping colonels, who' had access to that treasury, decide
to make off with some of it and hide it in some secret place? Of
course, Would anyone else know? Who, Papadopoulos? Is it likely
that the only one to know that secret would be in jail, either for
knowing it or on independent grounds? Absolutely; jail is hardly a
surprising place to find a high member of a government just re-
moved by military coup. Given all this, with the. conman_ pur.
_pottedly having that secret and being in jail, Is it likely that his
access to the bribe-money market is very severely restricted? It is
likely; indeed, his access is restricted to only one: possible supplier,
the mark, - S
In brief, the Prisoner has been so designed that the parties
are cast as sole complementary economic factors for the production
of a particular bundle of useable wealth, There is (give or take a
drachma or s0) a million dollars in- bearer bonds totally without
value unless the conman and the mark, and no one other than
this conman and this mark, cooperate. It is as if two men. each

- 'held exactly one-half of a thousand.dollar bill. Until they get

. together-each holds nothing; oncé they get together there magically
appears a thousand dollars, (This is symbolized, by the way, in most
plays of the Prisoner, including mine, by someﬂxinalike a halved
clait check.) It they work together, there is something to share,
If either holds back, there is nothing; they stare, scpamtely, into
the same void, ‘ ' _ o

Thus the Prisoner may fairly be described as the bunco
dramatization. of a bilateral monopoly problem in economics, one
in which both of two factors of production are absolutely and
uniquely necessary to a certain- positive and profitable result. In

such a situation (and this is very importasit for the eredibility and

power of the congame version), there is no unique “solution” to
the problem of allocating profits between the parties. In terms of

game theory, any division that falls between the poles of “all to.

prisoner” and “all to mark” are “rational” solutions (that is, solu-
tions wherein both parties gain something by going forward which
they would not gain by standing off), If both factors—the prisonet
and the mark—are absolutely and uniquely necessary :to success,
then neither has any more powerful claim.than the other.to a larger
share of the loot. Indecd (as Thomas Schelling of Harvard has

mathématically and elegantly pointed out), even a fifty-fifty split

has nothing (other than aesthetics). to recommend it as'a-“solu-
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tion”; it is not logfeally a “better”division than 60-40 or, for that-
matter, 97-3. Thus this_extriordinary underlying!situation, this
véry special problem in céonomics and ‘game theoty which the
Prisoner pavodies, is onc of the few that would render rational and
therefore “justify” the “split” proposed in my Greek: comedy. It
may be an unexceptionable fifty-fifty, bist that still means that the
matk is-to gat; ovet a relatively short period, better than a sixty-fold
return on his inivestment—that is, a return of six-thousand percent
over three months, That is bizarre in almost any business context—
except, perhiaps, when one true monopolist faces snother, It may
be an “interest rate” of twenty.four thousand percent per annum,
but it is also, after all, just a gracious 50-50 division between two
mutually and exclusively necessary factors dealing with each other

over g million-dollir haul.

The Prisoner then Is sort of the Billy Budd of bunco. A we.

shall ses, all switidling to some extent involves creating, dramatically
presenting, and -manipulating flfusory’ competitive advantages for

" both the parties to the fllusoty dedl. But in the Prisonier two ex-
- tremes—monopoly aiid monopsoriy (that is, a buyei’s inonopoly)

—até ciéated and then thiown togcther, with"nothing and no one
else, into the same play. In the Prisoner, we have Billy and Claggett,
pute aind all dlone, without éven a Vere to mediate: the final agon,

Having said that, T must immediately take some of it back,

" Eyen ‘though' the Prisoner s the Bﬂg'dBndd of congames, it is

important to see.that even Billy Budd isn't the Billy Budd of
literatare; There can be 110 action,-and thus no drama at all, when
nothing extits except polar perfections: If- Billy .were perfect in-

- nocehce, therevould beno story; Clag%ett would never have gotten

kitléd by Billy’s tongue-tied moment of rage, I€ the Prisoner-is like
the Billy Budd stoty, then, it is cxactly like it; it is a play that cannot
be performed uhless the premiscs are. just less than.perfect. For if
the prisonet in' the Prisoner were totally cut off from any contact
with the bribémoney market (that is, from the ether necessary
“production” factor), he would never hiave been gbls to reach even
thie mark, The mark’s value to the prisoner lies in his scarcity but

also i his éxisterice, No one else is avaflable, but he fs.

" In-othiér words, if the prisaner were free of any constraints in

‘reacliing “investors” hé would nover offer any more than an erdi- -

naty retuini o any supplier of biibe money, But if he were self-cast

88 tafally constrained, he would have no one to 'whom to offer a
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retusn. “Production” -wo\;ld then not be at -fbe mercyof another economics and roletheory sociol that.i - ttiki 9
monopoly factor; it would gimiply be impossible. And indeed, in-the _ of the whols Prisoner p lys:’?ro 'oa‘ apt '.th: t‘_l,‘:a'gﬁ’ﬁ:y m’éﬁ&? t:;
usual Prisoner pliy,-this semipermeability of the prisoner’s isolation ] Trving Goffran ind developed: by his followers, the conman i 8
is, in fact, exploiM in.writing the script. When, during the cousse Prisofier casts himself s.a piisonet, By so,casting himself, he creates -
of the play, the mark grows either too greedy or too cautious, the * a'role for, that fs, “altercasts,” the onatk asu person holding the
prisoner can begin to hint that perhaps-he might beabletogeta . . , only othee blue chip in the game, The mark i ‘then made to play
letter through to someone else. It is important to get the mark to the-two complex roles of toconspisstor against “the colonels” snd
see himself as a monopolist, but it is helpful pot to let him get too ' partnér/ exploiter of the'pﬁsoner; He fs thereby, for the purposes
secure. : . e o of -thié Interaction, blasted .out of his-divers other roles: in out
This is also important for keeping the mark in line because, as . example, for instance, doctor. to ‘patients, fathec and husband to
a technical matter, the-prisoner cannot prove that he is a unique . familly, mild-protestor of military rule to the Hellas Marching and
monopolist either. Someone ¢lsc may. know his sccret, of another o Chiowder Society, But the casting and Aliacasting -are dependent
one just as good, Thus there is no way of knowing what the mdrk's - upon; and generats, stifl another ph b et ome might cal
“oppostunity cyst" (that is, the value to him of opportunities he is “oteasting”s the creation of classes of people designed to be out-
foregoing by “investing” in the prisoner) really is. It is possible, for sidérs, people off of whom the yers scqre, OF at least who are to
{nstance, that somewhere there is anothet. prisoner, of another . play the diped"audfence. for the drama. puk on by. the cast and
operator, who would offer more than a sixty-feld retum over thres . altércast players, We wil see that process much more expl ity
months, It's riot very likely, but it is possible, All marks, then, are, présefited fn the oritext of thrcoparty congamies-wlike:the Pey.OF,
_in a sense, “yictims” of unother flawed market, the matket in : soon w%&ﬁsia&édﬂﬁd'dgaﬁroddly enough, when we consider
information about crooked deals. This prisonei does-not have a : some of the batic technighes of inddem: massrisedia. advectising.
monopoly-on all the lliitsecees n the workd, but be dect B8 © " indeed the geheral process of casting, elfercasting, and out
posseision of this one. It is hard to leam about sny others (indeed, cnstingwillbeseen again ind ogain during the remaindér of this :
pretty close to fmpossible, especially for amateurs), and $0 the _ essay. It is variable only i detail, In oIl the interactions remaining
. mark must t;ent’ thie prisoner as his absolutely best deal. . ko be considéred-—whether swindling or selling—we will see 8 play
~ To summatize; the Prisoner s a form of bunco in which two . . being construted. The plot will change, a'nme dramatis personae
 ‘monopoliés are pegsopiﬁed and then dramatized in a play in which = il expubd snd contrict (though slweys A oeing sconomiclly
the arothe sbeottcly eeplaccable complements of xch 8Et 60 tional), Bu the pibogst of dramatizstion il emain invarisble.

)

the production of a particular. (usually very large) bundle of
wealth, Viewed that way, the Prisoner becomes the theoretical limit . , -
towatd which all éffective swindling (and, as we shall see, all sales- Co e : .

manship as well) terids. It is as close to the masquing of absolute ST e Varieties and Viriations

mutual need as one can get in any reasonably credible (and money- b , ‘ . :
o - Tk Prisonr; 88 I have alieady noted, is ‘a ‘foundation. stoné

" connected) feallife situation, L ' ‘ ,
] should point out at this pofnt that my use of theatrical  for most i otsl other vasleties of classic buncortales.and business
terminology in the foregoing description was not & fortuitous stab pitches. Withgut the addition of any neiv seript. elements one can
at a developed but otherwise irrelevant vocabulary. 1 find it fascinat- ' create out of itmﬂu}: very coimmon congame, less lucrative in any.

ing that what the Prjsones draiatizes is & microsconomic bilateral- ~ * . " individual, plsy but Tote’ ntiiosleally’ beievable, and thus more
e nopoly problem; but 1.find it equally interesting that 1 Juess - playable, All ane has to do is relax the absoliatenass of the economic
that abstract, arid concept into a drama. Tt is the conj?qcﬂ_qn of ) " story being dramatized; movinig it frotn a play about & nice young

~
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. monopolist who meets a pretty monopsonist, to one whose main

characters are oligopolist and oligopsonist—that is, peisons with
some, but not many, competitors. ' ‘ .

Even in the Prisoner itself the monopoly-monopsony scheme
is not thoroughly absolute. The prisoner might reach another in-
vestor; the matk might find a more lucrative prioner, But even
- this limited amount of absoluteness is not a necessary précondition
to substantial success in the world of selling or swindling, Any
businessman will be glad to tell you, that you don't have to-be an
absolute monopolist ta ¢arn a better-than-average profit, Being thie

paid-up member of a successful oligopoly (an industry with a less-

- than optimal number of competitors) will genierate very out-Gf-the:
ordinary wealth—which can then be purportedly split with the
mark, Consider, for example, the common gardenwaricty stolen-
goods swindle, It has many names in its divers contexts (including
“The Gold Brick” and “Hustling Slu"”), but I call this nestalgic
garment:district version the “Psst Buddy.” Let the mark tell it.

1 am sitting In this bar on 38th and Seventh minding my own
beer and business, resting up from an aggraviting day cutting pat.
terns of teeny skirls in half sizes, when thers walks in a middle-size

* guy with a middlesize dress box and nervous eyes. I .amn.down by.

the front where the outside light still makes it through the front
lass, so he hits me first. “Psst buddy,” he says, “you want maybe
2 lady’s silk blois or two, unbelievably cheap, a fantastic bargain?”’

_ “Do 1 look to you like & guy. hot on._the trail of ladies’ silk-
blouses?” 1 ask him. “To you I look like I'm.saying to myself all ..

the time, what would really make my day now is a.lady’s silk
blouse?” o .

“In these,” he says, “you could easy work up an interest. In
Saks maybe, Lord and Taylor, twenty-five, thirty dollars. For you,

here and now, ten buicks,” .

‘4] get it,” says I. “You're making it up in low overhead and’
clever merchandising, Saks and Altman's, they don’t know how to

sell”

for theirs; mine I stole off the loading dock.”

-

" saved nineteen or

" He takes an even more shifty look sround and comes on close -
in whispes, “At Bergdorf Goodman, at Saks, at Lord and Taylor,
at Altman's, they all got an expense I don’t got. They had to pay
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“It stands to reason,” 1 sny,' this t{mé tc.). myéelf. “You got
no entry on the books for cost-of-goods-sold, any accountant tells
you you got what’s known.as a.pretty good competitive advantage.”

So'{ turn-to.the guy. and ssy-“OK, you got a 42, I'll give you five.”

. “Five,” he says. “Five, You think I'm working for the welfarc?”
You're an object of soclety’s charity? You're onc of New g‘c;;cc's
necdffs:.casg, even crooks should make contributions? Five?”

Look,” I tell. him, “yon don't like five, dori't take five. Ad-

wvertise, Take 2 few lines in the Post and the News, Open a nice..

little store. Put up signs ‘Stolén Goods Shoppe’ or ‘Loading: Dock

- Outlet.! You éan get better priccs, please do us both a favor, get

bettet prices, Five.
"'quen." . o .
.. “Six and done,” says 1, “So I get my blouse (a nifty nuniber,
my daughter will Jove it) and go back to my bé&r._"Hcygqt six, I

heaven.” Ll

Was the mark right to buy? Of course he was, provided onl
that the peddler was as big a crook as he said he was.‘is'hi the pln;
of the Prisoner, if the protagonist in the Psst Buddy is who and
what he says he is, then everything that follows, including the pric-

- Ing, is absolutely rational in economic terms, -

Let ug assume that the blouses were stolen, In the New York

garment district, after all; they freqﬁe'ntlz;:re."l‘hét would still

not give the seller a zero cost for them. (he has acquisition expenses;
including a not inconsiderable figure of ritk, ah?‘hi{ ownezltazﬂbu:'

tion costs), but he does have what is, to say the least, a very low -
cost-of.goods-sold as compared go‘oéh'e_r sellers, Havin’g ﬂ;’:trygl"oss :

competitive cost advaritage, tie seller can undersell lifs competitors;
that is, he can uridersell thém arid still make a prgfit. Tlljms the

critically important.first question-~Wlience the boodle?—has & -

reajonable answer, Indeed, the dnswer is inithally .more credible
than the somewhat biroque equivalént used in most versions-of the
Prisoner, Petty theft is much more common' than, say, treasury
embezzlernent, or six-ton matijuana impoundments. (It should be
noted, of course, that the price of this greater plausibility is a neces-

. sary decline in. thé absolute ainount of the boodle which can be
. used as bait, Ligtl_e pilferings are much more likely than big and

$o,-and both of us are happy. Moncy from -
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juicy thefts, but there’s not a3 fnuch In it for aiiyone, either. Of
course, the Psst Buddy can be, and has been, played with “stolen
diamonds,” too.) e

. As usua), it’s the sccond quéstion—Why the generous splitt—
that poses the more difficilt. dramaturglcal problem for the con-
- man. For even if the geller has this fantastic cost.advantage in the
acquisition of the goods hie's sciling, it is still the only economically
rational course for him, if he can, to sell at the normal market price.
1f you can make a thirty dollar profit on a blouse with an effectively

null acquisition cost by pricitig it at its normal; fair-market retail -

value, why sell it for a fifth of that price? The snswet in the Pist
Buddy is deliciously obvious: this “retailer” must s€ll at a Jower
price because, given his method of goods acquisition; he faces a
radieally curtailed resale market, As a thicf, he has only two-courses
open to him, He can sell the goods to-someone else for nltimate
tesale, or he.can-peddle at retai himself. I he chooses to sell to a
fence he faces a viclously tight cligopsony, 8 small group of buyers
who, so it appears, cartelize instinctively and who "haggle over terms,
if at all, only very nastily, (This explanation of the economics of
the fence industry is, in fact, frequently made to any mark who

asks why the thief is doing his own peddiing.) But if he does go the - '
retail route himself, he must do’so without advertising or ssttled-

site merchandising advantages. And in either case, he can sell only

to people who ate willing to take the risks (rhoral and material) of

dealing with crooks—that is, only to other crooks. - - h
That's a far smaller universe of potentil demand for ladies’
silk blouses than the usyal rarket constellation. Faced, therefors,
with decreased demand n circumsetibed markets, needing, further-
more, speed in turning ovet his goods lest he be caught with them,
a stolen-goods deales must do the best he can in his pricing, Hence
the ‘exceedingly altractive price tag; the: thief still gets himself a
ifth of retail in almost pure profit, while the buyer gets a thitty-
dollar blouse for a mere six dollars. (Of coutse, the canny seller
will start his pricingat, say, $22.50, and grudgingly sell for 36 only
after a rotten and insulting slanging match.)

Now all of this makes perfect sense, Test it as a psychologist,

question it as a sociologist, graph it as an economist, it all works

out. And Hhat is why when you play it a3 a bunco game it also pays

out. 16 ller s a thicf, the deal and the price are right. But if

TwoParty Pliylets - . IR g

-

. the seller is an honest man i the way he gets his goods, he is well
. sstuptobea successful coninan in ths way he moves them, For
_the whole thing fooks just as mational even if the peddler bought a
pile of thres-doliar orlon blouses that morning for two dollacs each.
-'If he enn..cn;nyincc, the matk that they are, instead, stolen thirty-

-dollar #ilk b ouses, even selling ‘them at six dollars’ each quadruples
his “norviml” profit, And thiat is the essence of this con.
Thus the Psst’ Buddy:hes the samc essential form as the

* Spanish Prisonér, only less extremely articulated: Where in the

Prisoner the sk i« pltercast a5 almost'a true momopsofiist, in the
skolen-goods swindlé more notmal economic dynamics are jmplied;

 the matk is just tumed into a member of a syboptimally small

 story, why it is. that the “sefler” must do. well by the “buyer.”” In’
Bot?n’ gaines the explariation is the sgme: 1 ean"?do bnsinZss with

dernand-group. In both cases, however, the eritical structural nove

in the swindle is to explain, as pact of & coherent and compelling

‘most other peaple s I hive to do business with you. :
" As we shall see, this same explanation—some variety of “Be-

catite T have to, that's why; because I need you"—figures in every

congame, More than that, as we shall also see, it figures to some ex-
tent in every “normal” sale, including the most “straight” tale of
all, the Squaresville Pitch, It has to figure everyplace, For it is the
element in every selling tale designed to explain to the matk why he

"is one of the chosen, Its that clement which renders the deal con-

crets and petsonal to him, which explains not just the abstract pos.

- "..sibility of there being a bargain, but the factual underpinni
" this particular batgain, his ~!’ﬂg:@l n,. " underpinning of |

Thus the central micchanisms of the Prisoner are ceritral to all

. classio swindling sind effeckive sclling. But the Prisoner itself (and

its attenuated fotms, like the Psst Buddy) is, by and large, only a
complex molegule to be bralded into the grander strands of more

fully developed, more powerful, and hence more lucrative plays.

For.in terms of effective dramaturgical technique, the Prisoner is,
at best, one of :those (admitiedly recurrent) dnomalies of the

Broadway season, the twocharacter play, ~ - ©
. Now 3, two-character play can succeed: gesthetically, and the

Prisoner can succéed. financially, but it is not an easy subgenre with
which to work; To make it go at all, the characters in the play have

o to spend moist of their time, in cffect, telling each other another
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gente altogether, the short stoty, The action,. such as it is, is neces.

sarily mostly offstage, and the mounted dramia, such as it is, consists
of a series of what film critics call “reaction shots.”

But add a-third cliaracter and the onstage action can really be. _

gin. Where in the two-party Prisoner the creation of the wealth to
be shiared must take place offstage, a matter for scene-one exposi.
tion, once the number of ﬁlayers is iricreased so that the plot can be
rendered more comiplex, the boodie can appear to be ereated during
the performance. In two-party Prisoners only one source of eco-
nomic profits can be dramatized (as opposed to narrated), the mu.
tual enrichment of comparative-advantage trades; for the conman
must enter the drama dlfeady having the sccret, one-half of the
“value” of which is worth less to him than some small part of the
mark’s freedom of access to the world, which in tum is worth

(grossly): less to the mark than one-half: the conman's purported .

knowledge. Add- more characters—add fust orie, in fact—and the
other economic source of wealth can be written into the scenario
and acted out—the “him” or “them” whom the conman and the
- mark, together, will nastily exploit. That s, the addition of a third
character permits onstage outcasting. : N

To seo the increased efficacy of this breakthrough in aesthetic
and literary technology at work, let us then consider the most dra.
matically complex and developed of the classic bunco plays, those
which David Maurer has dubbed (in his lovely book of the same
name) “The Big Con,” In these plays, the souree of the wedlth is
+ still illicit, and it is @ particular kind of illicitness, viz, games of
chance which have been fixed.- (The choice of that particular kind
of chicanery will be seen to have great explanatory significance
when we get to our discussion of Ponzis, Godcons, and Referral
-Sales.) In addition, unlike the situation in the classic Prisoner
script, in a Big Con the apparent creation of the boodle is-not some.
thing that takes place before the show, a subject for exposition; it is
something that happens on stage, with the mark altercast into a
major role, ’ t
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Chapter 5

PUBLIC SPECTACLES

Tur concaMzs thus far considered have been private—that is,
limited to two or thres participants:wha are. cast.and altercast as
knowinig-a particulaly valusbls secret exploitable in concert: This
privacy is not accidental, or assignable to fome unnecessasy. factor

" like.the expense and danges of casting a few additional patticipants.

Rather, secrecy it essential to the scripts heretofore explored. It

explains the source of the wealth to, be divided among the cast. -
members a3 well as why the division with onetime outsiders must.

be made. One cainot credibly openly seck bribe money for Greek

jail guards, or bu for stolen: goods; or. partners in.a syndicate

rip-off, or cooperatively ctooked coin matchess. - *- :
What this means is that the use of the conman’s own labor

in o “private” congame is exceedingly incfficient. He must: put on.-

a demanding performance; ordinatlly in concert with at.least one
other highly skilled professional playet: (who thercupon ‘becomes
entitled toa large percentage of thé profits) for the benefit of what
is. necessarily ani audience of one—the particulat mack in the par-
ticulat play, Unless the successful conman: is -to be: exhaustingly
cngaged in the continuous active pursuit of his profession {pulling
off, say, a large number of short cons), he must make, at least some-

times, a big score, But big plungers off of whom big scotes can. be

56

for one’s personal
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made are relatively rare, Thus a privatebudco conman is nlw-a')w
cither playing ot looking.. -

P e, ho corld ind s bunco gamie into whiéh his valu-

able dramatic skills and experience could be put for the benefit
of a large audience, a cohort of matks who-could join'the cast fully

cognizant of, and indeed encouraged by, each other’s simultaneous

and congruent roles, then the bunco artist would not need a few
very lirge scores in order to prosper. Rather, a continuous and
continuing aggregation of little takes could make him wealthy, and
at 2 much lower effort-to-profit tatio, But to pull that off, a conman
must find a source of wealth and a reason for ¢haring it with the

" matks that does not depend on illicitness and sccrecy to validate

the sctipt, Like any legitimate seller, he must discover a4 way to

. offer credible bargains in the ordinary course of open and advertisa-

blebusiness. ¢

el

%' . 'The Godcons

" A “Gobcon” is a congame in which the conman (with or without

a supporting cast) induces one or more marks to trade money and
other things of this-world value in_exchange for the promised de.
livery of quantities of exceedingly valuable divinely manufactured

. goods. The conman, that is, sets himself up as a broker of Grace.

Let me preface this discussion of religious swindles by pointing
out that whether or not there is 8 God who has revealed to certain
people the most effective method of approaching Him, if 4 person
believes both in God's existence and in the efficacy of ‘his own
particular medisting techniques, there is no swindle, human or
divine. Remember, the transaction in the “Psst Buddy” script is
honest so long as the seller is a crook, and the Pay-Off would not

_.beaswindle on the mark if lic and his partners teally were swindling
the syndicate, In other words, I am not arguing that religion in

general, or organized religion in particular, is.a swindle. I am sug-
gesting instead that if one does set out crookedly to acquire money

very much easier.>

: benefit, there are structiral components in 3
teligious context which maks the job of the consci;ntious swindler
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Picture the following, pitch: “There's this old guy I know,
see, who has all the money he could ever need, and . if he ever
needs mote, all he has to do is print it and it's good. If you know

how to approach him, he'll give you all' you could eyer use. In, fact, -

the only thing he really cares anything about is getting the good
stuff to a8 many people as he can. Now, 1 know the right. way to
put the touch ofi him, and I've already got all I nced. But he never
gives away directly—he only uses organizations like mine, I'll put
you in touch, even make you part of my organization, and- then
you'l have everything you need top. OK? I'll help you, and then
you can help me help others.” oo o

", .. One needn’t be a connosseur of swindles to see that this kind
of tale is not very likely to shake the moriey tree successfully. Oh, it
has some lovely aspects from a coriman’s poirit of view. The old
guy hes infinite wealth, so whatever his goods ‘are worth to you,
they cost him nothing to give up. Thus not only Is his willingness
to give things away cconomically understdnidable, but it’s morally
unobjectionable to take advantage of his generosity: a man who
has infinite goods is not being exploited or ripped off when you
take some from him. He can afford to be bencficent without eco-
nomic pain, and thus you can afford to benefit without moral
agony. Moreover, given the infinity of the old man's wéalth; the
broker's generosity. is also understandable; with'a boss like that, an

agent always has all he wants, He has no reason not to split with”

you, or to avoid enlarging his organization by taking in partners,
There’s plenty forall, : o e T
Thus the two key questions—Whence the wealth? and Why
the -split?—have answers - which, .were the prenilses believable,
‘would make. perfect economic sense, If there were such 2 tich old
man, one would actually expect him (and his agents) to behdve
according to the pitch. But there is a fantastic dramatic problem
in gaining credibility for the existence of 30 extraordinaty & charac.

ter, especially when he must remain at all times offstage, In no
on¢'s normal expectation, and certainly not in anyone's experience,

is there anyonse like that old gentleman,
But there is, of cousse. There's God. In most religions, and
_notably:in most versions of Chelstianity, He is a being who pro-
duces Grace of infinite value infinitely and at no cost, He is the
only entity in the universe riot subject to the laws of theimo.
dynamics (which immunity, after all, is just another way of describ-
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ing His immiortality), of whom & propens:ltj to give rather than

trade can be convincingly predicated. Indeed, neither physical
limitation not economic fationality can be predicated of Him
without elaborate heresy and thoroughgoing blasphemy. God s, so
to speak, in the business of giving gifts free or, at the very least, of

. distributing Grace and Salvation as a very good birgain, That is

to say, thers is a positive as well as a negative aspect to Pascal's
Gam{flé (s0'aptly and pregnaiitly named for our presont purposes):

- not otily'will God charge you everything, forever, for not behaving
cotiectly towards Him, but fot satisfying His requirements He will

give you everything, fres, and toeternity, . .. .
. Moréimportant for congame purposes, it Is peafectly consistent.

with the tencts.of most major domestio religions that God docs not,

except on the-fatest.of accasions; Himself distribute at retall, In-

stead, He leaves tha -effective transfer of -His grace to specially

trained -and- cegtified: middlemen, whose job it is to funnel this

fmmensely walusble gift to individuals, using patticular methods-
~ of organjzation and distribution. Moreover, it is dottrinally sound
within the fmmework of most religions that the members of the .
- distribution. organization. slready have absolute plenitude of the

valuable goods. to be distributed, so that no sdditional quantity will
improve their individual utilitics onec iota. -In other words, this
good, God's Grace, is something such that once you have it, you .

_have all of it, and not only don’t you need any more, but it is im-

possible to have any: more.. All you cani do, in fact, is lose what
you do have, and that only by not passing on the wealth to others
with-happy heart, ST .
- It is precisely. this aspoct of.the.story that for conman use is
the critical qnes the “broker's” gift to others is cost-free for him too.

-His zero-residual desire ylclds-an infinite supply for. others, For

him, mote wouldn’t be mote, and might indeed be less, Notice how

 important this-plenitude is to the normal Gadeon pitch. In any
ordinary businiess context, a “broker” with a zero cost ought to

chargs his “customers” & “commission” approaching as close as

. potsible to the whole fairmarkot value of the good. That is, in a

léss transcendent context, a man who stood between free (or

cheap) wealth and its possible reciplents would-be economically

rational only if he tried to appropiiate to himself almost the entire

. valué-of his employer’s extraordinaty economie superefficiency
. (infinite, zero-cast productivity). and nuttiness (fres distribution).
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After all if you are Jucky eriough to be broker foe a guy who is-will-
ing to give away a car for a dime, what you do, in effect, is pay the
dime yourself and sell it to someone clse for but a trifle less than
the normal market pice fot such cars. That way you and' your

customer both benefit from the gift, but you take most of the

bargain for yourself, But in & theological universa there is indeed

a reason why you don't take all the Grace fot-yoursélf: once you -

have your Grace you have it all; trying to take more not anly could
get you fired, it makes no sense, Thus it is-that a conman running
a Godcon can counter the natumily extreme skepticism of anyone
offered infinite riches for nothing from a stranger with a persuasive

explanation: God gives free because He loves you (and never runs
out of Grace); I give free because I Tove you, tog (and it's no skin

off my soul, cither), . .
That, of course, can’t be the whole pitch. To make a Godcon

a paying proposition one has to do more than get gredible: Grace
flowing towards the marks; one lias to trigger an inflow of iundane
cash, But it's not all that hard to mako-that ncxt move. Once you'
got far enough in 2 Godcon as to seem an-effcctive Crace broker, all
you have to do is gently fold in 2 mildly contoured vession of the
heart of, say, the Prisoner, Pay-Off, or Smack. In those plays, as
~ you reeall, the seript calls for making it appear thit the conman
and mark combine, entwined by synergistic greed, - to - despoil
someone clse’s treasure, In gll the Godcons, ‘what happens is that

the ministes and the. mark dre 08 in cdst and altcrcast as g team, .

but this ime they leagye in love rather thin‘avatice, not to despoil

 victims but to. btfﬁg_npndﬁnln«hhing.tmnie’ to the outcast. The
. “love offering” which thie conman takes from the miirks s just
that, a contribution of (relatively uscless) money which facilitates

the joint: production -snd distribution of ineffably inexhaustible

ealth. In brief, the ungyoidable-trade is still in the picture; but
this time it is a trade of Grace, cost-fres to the donot, in exchange

for money, hencforward companatively valueless to the filuminated,

OF course, with. recalcitmnt communicants one.can embellish

the pitch with suggestions that Grace must ‘he-eamed, salvation is

shown through charity, and so on. But that is justa filigree. It seems

to nie more accurate and morc interesting to sce the mechanism

of the Prisoner and that of the Godcon as mercly elegant mitror

transformations of each other, The, Prisoner works by cresting a

fantasy world of infinite scarcity; each of the parties is a monopolist,

able to totally exclude the other (and all others) from something

Public Spectacles . éa

infinitely. desizable. In the Godcon, however, the sctivating ima
-{s-infinite plenitudes each of the parties may' share all thntB he hﬁi
without at all diminishing- that which he. keeps, Thus in the
Prisoner the parties’ conispire to exclude fram.bliss.an one other
than themselves; in'a Godcon they also conspire, but this time to
cut’in the rest of mankind. The.only constant is that in both
apparent collustons some- of the-mark's money, in the course of
eir grand foint task, comes to rest in the hands of the conman,
~And so:that incredible pitch:sbout the kindly old gentleman,
once translated into s tosnscendent sphere and vogabulary, ceases
to be unbelievable. By being’moved from the implausible to the
jmpossible, it becomes persuasive, (Recall the remark by Chester.

ton that he could: believe the story of Christ’s rising, but not the

tale of Gladstone patting Queen Victoria's bottom.) .Put onto the
right stage (in viost cases what might be called “The Big Store-
gioi;t' )A;:the ch)}_ﬁed pitch—changéd only in vocabulary—becomes

- Hear

e, ol my brethren. Gad exists, He Is Infinite. His Grac

is infinite: There is never enough salvation to give Him foy; esch

new soul enriched with Him-is His only happiness. 1. you can but
reach Him; i He éan-but reach you, the unending: be’;outy of His
essence.will-fill you. unte owﬂowfng,ufz your.own poor will ye
carinot reach Him, but we have been'vouchsaféd the Way. Tum not

from the Way.Bellove in His commandments ss I tell them untto . -
yout; Join us, Comé.through us.to Him, and let.Him come through

us ta you, and you;.and you.-Tliere is rio other path, Join with us,
Join vith s in love. Join.with us in bringing ‘chf Wbr’d and ifs joy
to those who do'not yet know.or belicve, Join with us.in powerful
prayer-and unstinting work to bring the Word of-God to the be-
nighted: Show your salvation; hide it not under a bushel, but share:

' yout oy, your strength, yout salyation, arid yout mite of love. ...

Thé Desconts will now pass-aniong you while we sing Hymn No,
123, "OhWord ,?f God Incatnate, Oh Wisdom frng, oZn High."

Rgphcfnnga@e: Precursors ind Ponzis

Tus powaik of ths Godoon scHipt-—and ¢ videspréad and exceed-

ingly Juorative cangame it does seen to bo—lics fn its smenability
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to mass exploitation, Unlike the wealth sources in the Prisonor and
the varjous Big Cons, the Godcons' source of the wealth to be
shared—God's Grace—may indeed be 3 mystery, but it certainly
~ need not be treated as secret, The Godconman can trumpet his

mystery to the whole world; iridced, given the theological premises

of his pitch, it rings false if he does pot. That is, the conman dis-

tributing amazing Grace can and even must go public and retail.
Now, as noted above, the possibility of a successful mass con-

game is a powerful adyantage to any bunco opcrator. It allows him

to grow wealthy, over time, on the basis of many small takes, with-

out having to find one particular well-hecled matk, 1t allows him
to do his own performance foran audience of more than one. And
pethaps more important, the existence of this mysterious wealth
source which need not be kept a sccret makes it possible to alter-
cast many.marks simultancously s3 public players, for cach of whose
roles cach other isan audience. The marks /players can then intensify
thelr belief and validate their rolcs by looking at each other, As we
shall scc, it is much easier to believe (to the point of being almost
- wholly-unable to disbelieve, even in the face of large quantities of

dissonant evidence) when a mass of people all sround you are be-

lieving what you believe, openly and ostentatiously.

Thete is, howéver, only a relatively limited market in America .

today for a transcendent pay-off as the bait in 2 bunco game. Even
gssuming that most modern Americans have some belief in God,

and also accept & framework of belicf that would encourage the.

exchange of, say, an after-tax tithe for infinite riches,-a commanding
shate of that market fias been captured, and by and large is still
licld, by long-established “frms.” That is, most Grace is still being
delivered to those who are interested in the product by major te-
ligious denominations who have, over millennia, developed means
to discipline brokers who seek to keep the congregation’s contribu-
tions for personal high living. ' :
The question naturally arises, therefore, whether there are con-
texts other than the theological which would support a nonsecret,
publicly trumpetable source of vast wealth which in tumn will sup-
pott a simultaneous and mass congame, Can one successfully secu-
Jarize the mechanisis of the Godcons 30 as to generate an carth-
bound, mass-market-species of bunco? Is God necessary to such a
play, o is He only sufficient? . ,
It turns out that the potentiality of retailing bunco is not
limited to God-based swindles. While God's Grace is.a splendid
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source of Infinite, plenitudinous wealth, thé play can be written

v

around the theme. of merely huge (rather than infinite) potential

~ pay-offs, Just asithe absolute monopoly of the pure Prisoner can be

. succéssfiglly used even when softened to the moderate oligopsony

*_of the “Psst Buddy,” so the infinity of the Godcoti’s wealth can

have successully substitisted fot it something stbstantiolly less than
the immérisity of God's Grice, One needs ogly someipla\{sibie non-
theological but nonsécret-counterfeit of the disproportionate 'bay;off
of Grace embraced. Surprisingly enough, such thingsrexist, .
There is, for example, one dspect of the world as everyone per-

. cefves it which suﬁliﬁga:gpmximam a situation of infinite payoft

for minuscule “Investment”—chance, In &l forms of gamblin
. o d ) " * ; ] the
3tliggwi§q tiniversal human-perception that one 6:din§:ily dogs not
get sométhingfor nothing” is modified, its marrow-deep certainty

‘softened; For in a lottery, if you do win you do, after-all, get an

awfu; :%t “lfdr" awfully lttle,
rict y speaking, of course, chance docs not fiinetion at all like
the magic of Grace. One does not, in fact, get a million for one'in

. any gariié; what'one gets is a éliince at 2 million for on investment

of oné, Thus, here as elsewhere, ono gets only what one pays for
Disregarding differerices in attitudes toward risyl_c (that fs, del;’smd:
ing the fact thit some people Ifke tisks mors than othiers), a oncin-
a-milllion hot at one million dollats is worth, to everyonc, only the
dollar fisvested: And even if one has a very strong preference for risk
one thing absolutely certain is that a.one4n-a-million chance to-win
a inillion is pot worth a million. Tlie actual fact, nonetheless, is that
:lomm: (”.’“ming an honest drawing) s going to get one million
wci’]lll:t:t éafio;:;y'gi:tgzﬂ;r-that is, at the time of the pay-out, there
DPe; nLi X
e B ot Ipp nraqcet of a vast disproport{_on between re- -
.~ Inany system-of pure chafice, someone is going fo-win even if
the odds are not sigged. It is not by acéldent,g the%;‘far‘e. that tl:e :
social subsystem central to the plaj of the Pay-Off {and most of the -

«other Big and Shibt Cons, like the Wire, the Rag, the Smack, the

‘Tip, the Last Tuth, and 30 on) is a gamne of chance, True, in each
_ . 168, cach
of those:plays, part-of the plot i the rigging of the gam:’; the un
certainty i made to appear removed do- that the grotesque rate of -
retiirm to thie purported combo of conman and mark is assured, But
it should not be overlooked that g retum of the promised magni-
gde tan be Gredibly promised-only when the other innocent con-

butors will not be dangetously surprised at there being some such
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big winner, In brict, there has to be an understandable sousce of
such disproportionate return before there can be a crooked exploita-
tion of it. It is this “natural” disproportion between poy-in and pay-

out in systems of chance which can be and is cxploited for congames
han fixing the game. It is,

whose baseline move is somcthing other t

for exaimple, central to congames of great historical importance ke
the Ponzi, and ‘indetd: to all pyramiding bunco. schemes, which

. constitute, in terms of gross take, the most important congames in
operation in Ametica today. So Jet me analytically creep up on the
Ponzi, on the way to the modem Pyramids and beyond.

Consider the miost prevalent form of primitive Ponzi, one 5o
comnion.as to be essentially unrecognized for what it is, the stock
market. It is, of course, possible to buy and sell securities with ref-
creince to what the itsuers.do for a living, The thoory is that certain
companies will aver time do better than others in caming profits,
and that people will therefore be.willing to pay more for the sécuri-
ties of those companies than for those of their competitors, And
those carnings would be particularly televant to people who buy
securities in order to hold thiem fot income; rather than with a view
 toward resale, But what if the middle explanatory texm is allowed
. to drop out in the description of the process as it applies to those
who buy with the intention of reselling? That is, the description
given sbove assuines g company the stock of which sells st X at
time Ty and at X +Y at time Ts because between Tiand Ty it
was seen by many potential purchasers aslikely to earn more during
the post-Ts period. But-the price of the securitics of that com-

ny is not wholly a function of its earnings performance; it is
also a function of the demand for its securities at the times.Ts and
Ty, and the predicted demand at post/Ts times. In order to de.
cide, at ime Tx or Ts or at any time, whether to putchase these

securities, it is not at all necessary, and cestainly not sufficient, to

.know anything about the company's -performance, .1t is sufficient
meroly to guess the price at a latet time~—that i, to know the
demand for the securities (assuming no new supply of comparables)

at that later time. For instance,
kniow two facts about some particular company: (a) it is broke

and moribund; and (b) at time Ts somedne will buy-its stack for

more than [ will have paid at"Ty, then it is still tational to buy at

time T;. Indeed, I'd be a fool not to. , . .
"In order for such a situation to exlst, it is not necessary to

hypothesize any magical or

if at some particular point T1 I -

even peculiar world situgtion, One -
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need only assume a “macket” in which a vast number of people.are

totally unintérested in, and ignorant of, the opemative facts about .

the fssuer of thie security at the critical points in time, the buying

. and solling times, Now, ‘ono can never be certain, but there are
situations fn which it Is a good bet that if one biays something at-
a pitticular price and point-in. time, theto will be, sometime there

after, a buger who- is willing to buy st a highet price because h
thinks that at:a atill later time there will be :gtill agdther purc!fase:
at-u still. higher pricé, These situations exist frequently; .one neéd

only recall the “hotdssuc” markets of the 1950s, when no'one knew '

or asked anythinig aboitt a stock except the date of its birth,

- Indeed, like all fondamental -socioeconomic processes, this. -

tendency for there to be markets in which goods are bought with
regard to resale likelihood and with regard to nothing else iot only
appears in-a normal mbde, but s systematically (if intermittently)
slso produced a8 natural parody. There are, after all; the famous
great bubbles—thé Tulip; the: South Seas, the Mississippi, the
Florida Lend. In those cases orie can see, as actual historical arti-’
facts, insdiely accelerating-sales and resales at prices which (in

 retrospect, dt least) were grotesquely out of line with the “actual

values” of thiat which was sold, dlways culminating in the bubble's
inqvitible pop, that terrible moment of sudden egnapsc;whléh en.
sued upon the sudden shrinkege in demand at' that most horrible-
of all mijtket monieats, the undvoidable and scasifying Ts, '

. But under the influence of viewing the economic carnage a
popped bubblé leaves, orie should not ‘overlook this critical g:ct:
not everyone lost, i fact; those who resold before the collapse may

- have done véry nicely indeed; the more so the closér to the time of °

the fins] disaster-they opted out by teselling, It othier words, even’
if the bubbling wat a constlous swindle b}"ssome, .others th \'v:rnc
totally unawsté-of the swindls, evén innocénts désigned to be shorn

‘lambs, may hdve profited mnightily in their ignodance; In still other

woids, if you were'in eatly, and otit in time, you could, ha j
rioly withiout having been'd crook, "I‘li'e'so:i’xz: of yg!n' w::lt%m\;vals‘
nothing mote than the luck of living beén higher o the buying -
and reselling chain thin some unfortunste othiert; *~ ©
- Oedicatly, i the investohont-bubble context (and, os we shal
see, in the cofitext of inodstn Poiiz! games)- this frensy of sustained
demand tequires Some. explinatory mechanism, no’ matter how.
vf:lr?é %,:'ff g_&téit, goliig nd sustaii it, some plausible idea abot the

ing  wealth-prodicing mechanistn d share in
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which is-being purchased, There must ordinarily be somcthing to

which onc can point other than the mere likelihood of still dnother-
buger in the future when your buyer tries to zesell the acquired

securities. Thus the Mississippi bubble and the South Seas bubble

were bottomed on the mysterious, fabled wealth of faraway. lands

that each company was monopolizing ander royal patent, But other
- bubbles scem to have fourished mightily without any “productive”
‘base, no matter how shadowy; no one claimed or suspected. during
the Dutch Tulip bubble, for instance, that vast weights of gold
were about to be discovered just.under the pistils and stamens,
It is possible, tiat is, to launch and sustsin a bubble (st least for
a time) solcly on the basis of self-generating momentum, the in-
creasingly hysterical expectation that if X bought for $100 yesterday
and sold for $200 today, I can buy for $400 tomorrow arid sell for

$800 the next day,

Indecd, one can, so to speak, “abstract” from a bubble and
successfully market its barc structure, with no content at all. There . -

is, it scems, 8 way of organizing communications channels g0 as to

induce ordinary men to participate in this specles of economic -
hysteria. Consider, for example, that ineradicable feature of life in

any place with an effective postal system, the chain letter,

_ In a chain letter, all there is to “sell” fs participation in a
structure which generates a likelihood of continuation, The prob-
lem is what one might call socioarchitectural: to- construct a
pyramid of communication channels along which messages move
downward and money moves upward. In its most common form,

" the initiator of the scheme composes and widely distributes a letter
proposing to the recipient that he send a dollar or five to the person

(the conman) named at the top of an enclosed list of (allegedly

prior) recipients, and then send out five or-ten copies of the letter
to others, having first deleted the name at the top-of the list and

added his own name at the bottom, Thus, when the name at the -

bottom (his)-becomes the name at the top, he will receive money
from below, and because the base of the pyramid will be very wide
indeed by then, it could be a very large amount of money. © -

The initiator of such a scheme will almost certainly make some

- money. 1f he sends out an initial ten thousand letters even on a

" two-dollar caper; he is ahead of his postage.even if only one out of

ten marks fall for it, But those below the apex man may also make
some money, with luck a great deal, if they manage fo get & large
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percentage tesponse from a wide pyramid Ba}c. Of éﬁuts,e, as the.

chaifi-conitinues, since the pool .of prospective matks. depletes at a

‘geotnetric rate, the-chance of “winning” also decreases geometris

cally, The ten people you write to will have to come up with an
aggregate of one hundred mare to provide thoroughly l;o'r them-
selves, and that hundred will in turn need one thousand more, and
%0 on. At that.rate it does not take very long to- exhaust the world
-population (at “level” nine there must be a billion gt the base of
the pyramid), and it takes much less ime to exhaust the subset
of people.willing to play any such games, But while the pyramid

must topple exenituslly, it is not foreordained to collapse at any-

particulsr time, And ; :
when itdoes, - d ® with nny l?ubblg, m,’t everyone will lose
- “Maost people, of course, will losé, While money can be made

"~ solely on account of one’s position in a pyramid of sterile economic

‘velocity,-the chaindetter pyramid is, even as ed, wi
hai yre -presented, wholl
barten, It cannot ereate wealth, but only redistribute it alﬁong"’thz

_ participants, For evety dollar “won” by somebody on the pyramid,

there must be a dollar lost by some other pa (
e . participant, For the onl
source of money in a chain Jetter is the psép}cpigt the chaf:, :';3

when; the. chain breaks the sum total of money divided among the

participants fs the amount they paid in, The winniers and
are different peaple, but the wins and lossés must st?lﬁa";’:nc«:oos::
_Thus. the chain Jetter, while persistent through history, has

never been more than. modemtcly satisfactory as a congamie, 1t -

suffers from at least two signal weaknesscs, Pirst, it {s rather

. obviously. sterile, A’ large number of '
] . numb potential marks cannot h
. hidden from them the fact that.the victimizers and vic?i:?s mz‘;: '
nc;:ess;qx_ily be,.dnwp from the same. group of people, differentiated
.only by the luck of the timing of their entrances and exits. No

source of wealth exterior to the pasticipants is ordinarily indicated

~.,in-a chainJettér scheme; therefore the source of thie paj-off is on
| chialy-letier scheme; thet { -off is one’
coparticipants and. the amount of the pay-off é‘an-lfz no’ ;r?::;:.

than the nurnber beJow you on the chain inultiplied by the amount

 each-one invests, Admittedly, some potential participants seem

able to contemplate.the. possibility..of infinitely long chains withot

avl :the. possibility.of infinitely long chaing without

:nmc;; :tf.-’ l.et alone -disgomf'ot? at, its radical t.mlikglfbood, but
 But mare setiously. debilitating to the schema, from the point

. afj;vic_nf;of;t.hg npjdng connian, is the factthat the normal chain
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jettor sets up, for him, 4 one-shot take. Once his immediately next
Jevel responds to the initial mailing, he is throughs thé rest of the
“profit,” if anys belangs to the later ranks of marks. “Thus, when 8
chain scheme becomies the vehicle of a powerful conmian there i
4 characteristio adaptation whereby first, some mechonism is intro-

duced which indicates a net wealth inflow to the schemo from

soutces other than participants, and second (and more impor-
tantly), the flow of money can be. made to_pulsate up and down
from conman to marks, growing Jarger. with each 08 iitation until
almost all the money “in’ the system comes to rest in the swindler’s
hands at onc moment in time. Then he can, if his Tack and timing
are right, make oft with.all of it at once. That most éomimon chain-
letter variation 1 shall call, after onc of jts most’ famous (and

saddest and crudest) operators, the “Ponzi.”

n the year 1920, in the city of Boston, 40,000 jnvestors passed

$15,000,000 through the hands of on¢ Charles- Porizl, on W

raging flood of money he floated swiftly into jafl. His scheme (in

the honesty and feasibility of which he may even have believed)
was directness itself. He would give 50 percent fntérest in ninety
(shottly thuga(ter,-fony-ﬁve) days to any investor who chose to
deposit money with him, (That ‘works out to an interest rate of
around 400 percent per year at forty-five days, of 20
ninety.) How? Well, it was like this, he explained, Because of
post-war nstability in Eutope, foreign currend :
. depxcciated'be‘low the nonmal exchange rate. He would buy foreign

cutrencies at the depreciated rate, and with it buy Interndtional

Postal Reply Coupons, the exchange ratio of which was pegged to

officlal, pre'-depreciated -rates, (The coupons were designed 88 8

means of sending 8 foreign correspondent prepaid retuim’ postage.)
The profit to be expected from this sstonishing atbitrage, had it

been feasible, was about 400 percent.

Since Ponzi never bought 8 single coupon it is still not clear -

i¢ the fiddle could have warked, even for small amounts. Most
likely it could have, since one.of the first. things the 'g(wemment
did when Ponzi's operation woceived- wide publicity was timit
coupon redemptions to ten pes person per day, and the niext thing

it did was issuc new postal exchange rates. But the, scheme very

clearly could ot - have worked for large amounts of over any
extended period of time, even if the govemment had done nothing.
For once the “gecret” was out, that Is, once Panzi’s infqgmntiqnal

. ,“
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ment didn’t step in, the miatket

mongpoly was broken, if the guvem
woulcfo Exchange disequilibria that gross are not very durnble; even

faitly subtle-atl trage differentials melt quic {n the hot £
greed,. The hole in tho scheme Is thgtft‘i?ey ,“dep;d:tl:x‘:'? gf -

Furopean currencles wopld very quickly disappear {f that currency -

_ coui‘q'i eﬁetvz’tively be xchanged. for dollars at the official rate. For
the “yalue” of that cursency in Jollars i3 merely how many dollars
it will buy, Thus, if the exchangs of coupons for doflats wese really
peritted and you could ‘buy as many dollass st the offictal rate’
28 you wanted bgi,cgﬂﬂng in coupons, then the réal gate of exchange

would be the.officia] rate. Indeed, Ponzt had cotiipetitors ranning

their own “Ponzis’ within hours of the momient the defails of his

_-Ngne'thelegs? Ponzi’s ‘Ponzi worked, tm&gh not, ultimately,
for Pqpqi;;.tbgt fs, it worked for the investors, or at Teast for thosé
who were in and out prior to the crash, Up to the very moment
gf Po_n'zis first, jndictment, no investor had fafled to have his
share” redeemed when redéthption wit requested (It ‘could have

worked for. Ponzi too=—if he:had left for some syripattietic, non-

. extraditing clime fn Hme.) For once the scheme got underway .

-at all, it had to. work for some of the participaints, A Ponzi tan,
aftor all, be-vigwed i, an adaptation of i.ch;pl? of pyta?n“id \::rl;
a structure such that information moved downward midically
while wealth moves back dnd forth between the hub of a wheel

and points on sn. eves-enlaging. tim. To. theary, its 2 very simple
scheme: M, Ponzi promises that if a mark 'wil_l!yivé'-him}l‘go todgy'.
he will give the matk $150amonthand 8 half ?xen’ce. And he does.
On the fisst of June, say,.A, B, G, and D. each give him $100, He.

thus needs $600.to deliver to them on July 15th, But an July lst, .

* six other guys, E thraugh J, each give-him $100, and their. return,

$900, isn’t due until:August 15th, So when July 15th.rolls around,

_ Mr. Ponzi gives A through D the $600 E through. ] gave him, snd

by the time-lie owes E through-] their $900, at least nine other

‘niaﬂ'::, have appe?,ed to fxicn‘: intheir $100 each. .~ -

‘Now- assuming nothing {s being eamed by Ponzi with .t}
money while lie holds it. (which was certainly ‘gxe in 'Béu‘ivz'li's Ao\Js
case), then the wealth matsix is as closed as g ohain lstter’s. And
soonet or later the.opetator will run. out of new marks with new

contributions of capital But sssuming that the magical moment .

0f~-ipsfe§sjng~: velocivyio seached, ,h?fom‘mﬂo’xi about this marvelous

2
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scheme travels from friend to group of-fricnds to their groups.of
only partly overlapping friends just like the money in a chain-letter
yramid, Most of the. money itself, however, susges in and out of
onzi’s hands (after a few days Ponzi had to start: stuffing it in
buslie] baskets and waste-paper cans), becoming a hugely greater
sum with edch oscillation. Anid this momentum is accelerated: by
the tendency of satisfied customers. iminediately to reinvest their
pay-offs. ‘At some point, as the theory of the game has it, Mr,
onzl is supposed to inhale the.latest and largest susge and dissp-
. peat, - . -
d Given the exhilarating immediacy of these actual pay-outs,
with real money coming into the hands of real people, it is possible
in running & sccessful: Ponzi never even to attempt to answer the
fundamental question, wher is all the money comin from? Or,
tather, it is possible for the Ponzi operator to make himself the
- answer: “Trust me; T've done it up to now and will continue to

do it.” For a time, I suppose, that might be sufficient, because it is’

buttressed by an accurate perception about the nature of every
bubble: if the momentum does conitinue the marks will make
money. But as the play goes on, it becomes increasingly apparent
-that the operitor’s siced for cash is rising geometrically, and the
more cash is involved, the greater the nead is. It becomes miore.
and more chancy that at your level of -the pyramid there is room
. below you for still another level of investors on whose moncy you
~ can get your hands, Thus it is slmost invatiably the case that some
wealth-producing mechanism will have to be supplied by the Ponzl
operator to. explain how he can do'it. Eventually he will have to
(and- thus he usually will do-so from the beginning) . indicate a
source of wealth other than the later investors themselves. That
mechanism need not be vety plausible-upon reflection (indeed, as
we shall see, it cannot be), but it must be possible, publicizable,
and complicated, The trouble is that while it is-almost impossible

. to run a black-box Ponzi (that is, one with no explanation at all),

_a white box (fully disclosing one's actual earnings device)’ would
- " also-be fatal. One needs, as the heart of any successful Ponzi, a

very peculiar gray box.

Look at the problem. Theé mechanism that is ostensibly to -

produce the connian’s (and the marks') wealth must be an ap-
parent source of huge profits with some stability over time. That
kind of wealth, however, is a violation of normal “thermodynamic!”
expectations about the real world. It can: exist onily as a creature of
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God, chance, illicitness, mono ly, or some béher i th r. ‘
» Hllicitness, monopoly, o here is
gthgr)_ instance of relatively ;uﬁfe gross competitive ((iiséh;ileibri:;}:
thut_ in the Ponzi, God, by and large, is out. "That doesn’t mean
thata P«;ngi with a mysterious God in the gray box is theoretically
m;]:]ogs‘ib e..1 think someone might come up with such & gimmick,
| %:rn 2 x:&ep(!lu;;olving ‘very expensive candles ‘conducive to salva-
iﬁﬂfi g:a e ontfo,: any Ponzi seeking to tap the séeéulqr-mark
. 1. Chance fs also out, Or rather it is, on' the contrary, contml
any Ponzi, but usually insufficlent unless buttressed br;: axc&i;;

“in addition to thé aleitory factots which underlie the play. 1lowever -

much is added to the success of any Ponzi by the marks’ sometimes

 subliminal, sometimes smickingly knowi -
) ctinies sm; . g, appreciation of th

value gf pyramids to those high enough on t,heirpa!;des, itis i:st no:
enough, Somewhere there must be an assertion of a source for all

- this wealth other than the contributions of other
of . , -other marks,
But as slteady noted, the centml mechanism of ﬂ?.'é Prisoner,

. the Past Buddy, the Pay-Off, and so on—the conman's asserted pos-

session of a monopoly which s both the product and the cause

- of illegality or at least illicitness~:is also unavailable to )
ast { ) unavailable to, the
operator, That type of comucopia makes no sense m:less'. itt :e:':?:‘i '

8 secret, while the Ponz{ is. bunco gone retail, It must. depend

its profitability not on one big score, but on a gigantio h’::p::‘l;crf:;
;mal!qr ones. Its mechanism has to be hawked publicly, and there
is no: such thing as & public secret. To run a Ponzi you must aban.

don clandestineness, but that is '
. don clandestineness, t very costly to the success of
swindle, for clandestineness contributes "t'he' cpedibiliiy so‘: :\!vIg

critical factors, First, it “explains” ‘the:possibility of great wealth

' to be shared; one always hias what is, to say the least, a competitive

advantage if one-has no.competitors'in a particular d
if tio one else knows there is such a busn%aess, thenb::imsa:g
competitors, As long as the secret is kept, one lias stable sionopoly
p}:oﬁ_ts. Second, the clandestineness contributes to the creation of
the mark’s wealth, what he is “given® to trade back so that his share

of the mioiiopoly profits need-not appear, unconvinef
. 3 0 - ngly, .
Since the coriman cannot appesr to peddfe his secret pfgt{ti::uZuagfilfyt. S

anyone in on it-has his own neat-monopoly to-be traded ‘and
o b

_tiaded on. .

Thus the Ronzi operator has.to try.to come up with 'a'htéeli_a-

- nism which is neither secrét nor crooked, which nonetheless assures

huge pgnﬁts_ np_ti_sqbfg'é‘l;t_o competitive etosion, and which, more.
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have an eleottic power monopoly in 8 pret od marke! and
the news that it-does would not come 48 @ 3‘5& to any gt(;veme
mental authorities. But, alas, the very openness: of Con Ed's.
monopoly-and others like it has slready been the sourcs of its
undoing: in retutn fot not having competitors, sanctioned monopo-
lies have to put up with close regulation, most notably end par-
ticulatly govemm nital - procedures dosigned spocifically to keep
them from charging mionopoly prices for monopolistically restricted
proy’iuction. That is, they can be mionopolists only so long as they
?:;\ e:i:::nltl,'l"’e m?;m‘fa ‘}'hcy ate: :‘ntitlcc‘} to only. “a fait rcturn on
. . a “fait return” is not thie sort upon which:
attm;thiv'e;'Poﬁz'is iy isnot .e sort of return-upon which
* But “monopoly” is nonétheless a magic word. If one.cauld get
oné iin the ‘production ot distribution of an article subject to grgat
populat demand, especially if the demand swete such. that incrcases
in the article's price would tend to be put up with because the
only alternative was “going without” (that is, if the demand weré
relaﬁvely‘fnelas_tic),:thm there could be extracrdinary money in
it, Thus “monopoly” will tend to prick-up ‘the ears of potential .
marki—even if; without further explanation, it s unlikely to satisty
whatever braint iies between them, And. there is, after-all, at Jeast
oné situation- in- which even a govmmmtagnétipned fnonopoly
can pay.off big: if, when granting: the monopoly, the. govetnment
misjudged the price to charge the grantee and thereby failed to taks.
most af the monopol surplus for ftself (or its citizens), and as patt
~ of the grant.also § ed to. insist upon tate regulation, .then the.
holder of the monopoly would indcod lave.s: miuch larger than
normial-rate.of returnwl en he exploited his gnt. . ' o
it ii-‘thps‘no’hccldent {as any jolly: Marxist would put it) that.
many of the great ‘historio bubbles had royal monopolies at theit
cofé; The South Seas; for examiple, and the Mississifipl, involved -
ro_ya! patéiits to explote dnd’ plunder,-with & eut to the crows,
mystorious plices of passibly vast, of a Tesst vastly possible, weslth.
Judging from oontempanaty sources, the message gotten aGross was
that the Crown had falled to_appreciats just how much wealth
thets was, ati | hadn't charged enough for thie fusing Heense, The
riymor mongens had mesely to graphasie thie dainesy of e dons
tinents involved: (W 10.knows what's there?) sind the amount of -
.. potential siches fn.s0 %@ﬁc\_uﬁ area, and then Jet the chain of
escalating spec alative dales take their course. For beliind. it all was’
this understending:: i the- wealth was there, ¥ belonged: to, and " -

L

-861-
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. only to, the horiorble adventurets who held the monopoly, shares
in which were being sold. Unless the Crown _reneged, the share-
holdets had only partners, and not competitors, © ’

Nor were the great bubbles the only historic Ponzis with law- -

ful-monopoly cotes. One of the most famous of alk Ponzis, Ivar
"Kreuger's, used as its base wooden-match monopoliés actually
granted by -European govemments. Kreuger, a Swede, was born

in- 1880 irito a family owning a sibstantial wooden-match manu-

facturing business, It really made matclies, and a lot of them, and

tvar inherited. During the 1920s Kreuge émbarked on an aggressive

campaign of expansion and acquisition. By 1928, he controlled over

half of the world's wooden-match manufacturing capacity, But the

heart of his business (and of its attractiveness to investors) was

not the quality of his matches or his marketing; it was, instead,

that Kreuger would acquire monopolies in the manufacture and

sale of matches from European governments, usually in exchange

" for long-term loans to be supplied (ordinatily) by American in-
vestors, Even after the 1929 crash, for example, Kreuger was granted
* the German match moriopoly in exchange for a loan of 125 million
United States dollars.. :

Now note: (1) his monopolies were. in matches, i.e, items

. of great ubiquity with respect to which_ demand was: relatively
inclastic; that Is, people would pay quite a lot before being willing

to do without them; (2) his monopoly was not an oddity; European
states tended to monopolize (tsually for the state itself) the
manufacture and sale of cigarcttes and matches; (3) since the
monopoly was lawful and open, it could be hawked publicly; and
(4) since the “payment” was in the form of long-term credits, it
was not immediately obvious what the pricé paid for the monopoly
was. This last factor made it less necessary for the public to face,
immediately snd crushingly, the fact that when something valuable
(e:g, a monopoly) is sold, the price usually does mot vary very

much from fts value,
 Alas, the governments involved had in fact driveiv pretty good

bargains for their monopolies. Relative inelasticity of demand not-

withstanding, thiere was not all that much sionopoly profit in the
business. So Kreuger could continue his appearance of prosperity

only by faking his ‘assets, which he did principally by forging -

securitics allegedly held in his .corporate trcasury. That was the

only reason his Ponzi could go on g8 lofg as it did, which, depend-

inig on when you start counting, was as long as ten years; he met his

 to come up.with 8 mechanis;m. th
) ‘exfggfrdi?glyjproﬁu which will not be eliminated (because still

 PublieSpectacles . S

denidngs for payments and. loans‘in t;\ei equivalent-of counterfeit
money; But by 1932 the demand for eash outstripped e've;r t;e
supply he could:credibly -counterfeit. At that point Kreuger re-

‘moved the:hat in which, by legend, he kept all his business

and put a bullet in the 'hend- underneath, It took twige as ml:?; .
- Kreuger's-Ponzi liad yun to unsavel who got to lose what proportion

. of the more than 200.million dollars he had recirculated during his

play. But from my point of view,.that of a consumer and savorer of
bunco vatiations, he 'hgd at least done this (for which'1 can forgige
‘him:even the crudeness of forgery and counterfeiting): he had
-conclusively illustrated the viability of a Jawful, sdvertisable mo-

nopély as the gray box of a Ponzi," ,

Lacking.a' genuine, governmenbsanctioned mohopoly, how-

- ever, Ponzi opemsfors muist always, to some extent, fall back on

sectecy a3, the source of théir extmordinary promised profit, Thus

. the usual griy boi.is filled with what one might call a “divisibl
secret”—that i3, one.enough of wliloh can bc.gtpld opénly t; ’cdz: :
. 'vince. the. refevant public that. something valugble exists, but

enough of which' can simultancously be held back as to mak
open pact of the seqtet unstealable, by any compotitor. Inmt?wevtel:;

~_tecently played HomeStake Production Company yersion of th
_ Ponzi, for.eximple, one which may have inibigedyaé-mutg 33 ;33

million. dollars, the embedded mechanism was a vérys }

but p!u_uslblg tix avoidance scheine, But any dismw n(c:sn;lf) :e;f}g
ming) or invention (s of & new nonipolluting engine) is popular
for this purpose, Indeed, half the new-issue ventures in any raging

- bull market, which #s the Jocus of most modem Ponzis, involve

companies with quasi-secret properties or processes, If you show

- som¢ gold bricks the marks may believe in the miine, even though

you naturally don’t show them where'it is. For even if you've filed
a claim, you don’t want the ptice of surrounding ‘lnn({'oto g0 u;,'
now do you? And a phony public “test” of your new engine will
go some way toward getting “irivestots,” even if, as you are quick

- to.tell them, you don’t want to blow the whals thing to competitors

by handing out blueprints and specifications. It is almast touching,.
85 & _matter of fact, that- that ultimate violstion of the l'awsngi

. thermodynamics, the petpetuglmotion machine, atill figures heavily

in the category of Ponzi “inventons.” ~ . ..
 Judging from bunco. history, however, it is hot all that easy
mechanisin. that promises relatively .dtrable

b
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“halfsecret” or legally protected) by the very act of publicity
necessary to solicit financlal assistance fn exploiting it But even
if one does come up with something—a convincing “sectet process,”
for example~there is still the problem of justifying to the mark
his generous split, For if you've got such a great asset, why not
borrow at prime and keep all the goodies for yourself? It would be
better (as a matter of technical consmanship) if one could come up
with an independent ground, one other than their mere possession

of some money, for necding a large number of matks (but not just -

anybody) who can be simultaneously convinced that they particu-
Jarly need you. In our language, it would be nice to-figure out how
to duill n niche between the necessarily secretive two-party Prisoner.
and the unco’nvlncinily open-ended n-party Ponzl, -

All right then, here’s the problem: -how do you define a set
large enough to justify 2 t6tail swindle—one with' many relatively

small contributors—which ‘nonetheless embraces sufficlently less.
than “everyond” so that each member is “necessary,” of at least-

relevant $o the success of the purported ‘money-making venture?
Hete's one answer: st up an “Ancient Estate” (sometimes called:
. “Unc!nimed Inheritance”) swindle. S S

* Ancient Estates.

Tue upncient Estare’ i;'not,, mind - you, ‘your uninteresting 4
Tichborne Claimant or Boris Gudenov type of inheritance con, in
. which there is a real claim but an jmpersonated ‘claimant; Suc‘h 4

swindles are as productive of analytic entui as counterfeiting. and

forgery. No,.in the type jnvolved here, the coniman marniufactures
a claim, thereby manufacturing claimants, to whom he then sells .
his secret knowledge and managesial skillé, In 2 représentative. -

vesslon of this kind of, swindle, the conmafi merely: asseits that

he has (actually, almost has) proof that some gigantic estate'is in -
the wrong hands, I€ he can just get alittle bit of funding from those -
persons in whose hands the property rightly belongs, he will ‘be

able to assure their title and mgke them inconceiva gwltw—
taking for himself, ho ‘admits, & very Jarge but thoroug '
shate for his own efforts on their behalf, Y

grown, whit.

PublloSpectacles - m
onsides, fot eitmplé, « famous Ancient Tstats played-oh &

rather large scale ag recently as the Tate twenties, The “‘estate”
in that version was:Téinity Chyrch's vast real-éstate holdings in
lower Manhattan, The way the tale went, the propesty was owned
in the mid€eventeenth century by one Anneke Jans Bogarduis. She

willed it to her children, they conveyed it to a Colonel Frincls
 Lovelace, he.conveyed it to the Britjsh crown, and Queen. Anne, .
in 1705, giunted it to Trinity Churchi But, claimed Wilis T.

Bogardus's ‘heits to. Lovelace was' defeotive, in that'all. of her
heirs had not joined in it, Thus the property seally belonged still to

Gridley, the. conmandn-chasge,” the conveyunce from Anneke

Anncke’s heirs, and it was on this bosis that Gridley—before going
to jai] for fivo yedss for mail frind—~managed to extract at least
fity dolleis apiete from at least three thousand of those-“hicirs.”

" Now in the Bogardus Anicjent Estate the value of the property .

was only about one hundred million doilats, Another veision, also

played in the teptles, involved tlio estiite’ of Sir Francis Drake™
 which, sccording o Osedr M, Haitzell who.zan the burico, was
wrongly. conveyed affer bis-desth, o Elizabeth 1, aiid' had now
m, whit, with iteist nd ail, to'dbput twentydwo billon
dolliss, But it is not the size. of the. boodle that is significant; it Is .

the reason it smust be 80 Jarge: fo accommiodate the desites of a very.

large_but detershinate set of secret sharers, 1f the confan cgn -

Y

. _convince. aity, matk that he is one of the rightful helrs, and hence

that any. zécovery must bie.on his behglf {thé vesson the “Ancient”

t?

is in “Ancient Estate” Is to assure that almost everybody is, more -

ot less, at Teast possibly,one of the heirs), it miakes perfect economic:

‘sense for the mark » contributé to theclsimchest, = |

- But that's only the half of it. The mark’s heirship dogsn't just-

 grease. the logical glide under his cashy it provides, in U ais maks-
market congame, the strongest elemeirt in the Spahish Prisoner, the

symbiosis of necessity between the coniman and the matks, For.

whils:he conmsn has ¢he organization. anid. the prodfs, the clim-

ants aze the elaimants, gnd no one cap. seplace them, 1 o wins he-
wins for them, sind he gats nothing unless they cut-him i, Once.
again they heed each. otber: he needs all forty-thousand of them

and all of them.need him,

Now this I 8 nioe mave, and. the Ancieat Estate swindlo has,

I suspect, by no-meghy, faded away. So far'as 1 know, neither the.

~

_l Bogarduy Estats ndr the Drake Estate nor:anxtb_in;feke,d?ﬁ'th&t;big .
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a scale is currently being worked; but one should not tnistakeé the
play because the sets are changed. After all, at. the heart of every
Anclent Estate is just a legal claim for a vast amount vested in a

large number of people. In the Anclent Estate that legal claim fs'

one of Jegal right to property by inheritance. But in theory any
" claim would do, so long as it produced a large enough number

of claimants to satisfy the conman and a large enough potential

recovery to satisfy the marks, Thus if I were tolook for a modern
Ancient Estate, I would look not for inheritance claims but for
actions on behalf of other large but determinate classes, the princi:
ple of class formation being a common injury (for a suit in tort), a

common contract breach, or some common entitlement. under

some widetanging statute (some antipollution law, for example),
That is, I would-look for an example of that generally beneficent

modern legal development, the class-action suit on behalf of some.

large class of injured claimants, all coordinated by a conman with

a law degree.
1 have not looked. So far as I know, all recent, present, and

proposed consumer and - environmentalist class actions are what

they purport to be: innovative legal attempts to gain legal redress

for large classes of people with real injuries. But what g temptation,
How casy it would be to sell, at very low per-unit prices, a share in,
say, a suit against General Motors’ for violation of something or
other on behalf of all buyers of, say, Chevrolets during the last ten

years, How much could one get in litigation expense contributions

from a rmark list made up of ten million legally aggrieved people,
each preselected to be rich enough to own a car? And how nicé it
would be if, in addition to liviig well off the war chest ‘during
the ten years of case pendency, one could, at the end, get a nice
chunk of any settlement for oneself, Again, 1 have 'no knowledge

that any such twisted use of classaction procedures has:ever yet

been made. But I will wager this: it will be,

For the form of the Ancient Estate variation on the Ponzi,
with fts creation and then use of a large but not infinite class of
public marks who have some necessary place in the gray-box scheme,
seems to be an important natural form for any mass movement to
take, Consider, for example, the movement among Mexican
Americans in the Southwest associated ‘with Reyes Tijerina, In

bare outline, the premise of the operation §s that the present owners .

their téniies “tinder “defective::

£
L0 SN
Nt
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of much of the Tand-n that ares, for the most part “Anglos,” hold
t%ﬂes, and that the land . “seally”.

Belongs.to the unlanded Mexican Americans, It is theréfore in the
intetest of thése dispossessed people to support Tijerina -while he
sécks to have their rightful inheritance confiimed, But, as in any

irredentist movement, ‘the Jeader also_needs- this. large-but detet- -

minate group of claimants, for it is their claim he is pressing, o
thelt behalf, Thus the. fonn of any ircedentist moveg;t Isg th:

. form of an Ancient Estate dodge: the leader gathers the claimants’
into-a forcé with which hie hopes to press the claim successfully,

taking as “payment” for his absolutely essential organizational skill

and services whatever it is that leadets get out of leading, which'

might even include feclings of ethical and political rectitude,
Thus, in'a-perhaps rather bizdrrg fashion one can think of
today’s Northern Ireland and Middle East conflicts as considerably

. more nastily financed and operated Ancient Estutes,: with - the
national bliss assertedly.at the end of the Hberation progess as the -

vastly valuable boodle to be divvied up among the true believers,

* Even the Melanesian “Cargo Cults,” quast religions ‘the central -
teriet of which is.that the World War I Gls will somedsiy retum, -

bearing .once again’ the magical Bounty of westetn consumables

- and gadgets.to be divided amqn%ﬂxe. nativés, seem to have the same

ofthern Iseland or Palesting, the

basie form, Coimpared to, sdy,

only.diffcrence is that the cargo-cult pay-off, by being concretized -

iuto’consumer goods, imther parodies the more etherisl joys of
quitun!,.,mqiﬁuﬁdp promised at the gnid of the frredentist blood-

., Having said all this, T must add the cautionary note that two

things with the same fonhi are not necessarily the same thing. The

Tijering, Itish, and Palestinfon movements are not “swindles” just

-because. they share important structums] comporients jith the
. Ancjent Estate congame, Jf they differ in no.other way, they differ
in- that thelr leaders scem to be genuinely interested in pressing -
their followers’ clalms, not in enriching themselves at pheir fol- - )

lowers’ expense, All of these irredentist movements, whatever their
methodological failirigs, are genuine political movéments, Indeed,

. while they might all profit (at least in terms of consetving the lives

of innotents}: froin the-cynical detachment of a conman coording-
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‘ out, someons will be thers to buy him out. The buying out msy be.
direck-at.in 4 bubble,-where the marks sell to each other, oz in a

~ The Mome:ftfnm of the QpcnlyChosen o g Ponzi-type. Ponzd;. where they. suipply -funds- to "the wheelhub
' » - _ = opemtor with which he can “cedesm” the “nyestments.” But what
Wity THIS ATTRACTIVENESS, even in non-Bunco, indeéd noncom- ~ i important, as always, it not the value of the company but the

merclal, contexts ‘of the Ponzi-Ancient . Estate. format? It seems o value of the shares; And the volue of the sheres is solely ,avfun,ctién.

to be this: once one of these open retajliconsumption congames of-oﬂmstpeopla'ad&i;o_for them. _ .
gets off:the ground, the very massniess of the operation, the very ~ But:this same mass of marks.has, in addition to its economic
fact that many marks are ‘publicly involved and by their own or marketplucs significance, & ological effect which also tends
cholce, seems to generate powerful forces of continuance~-at least _ to-setard the swiftness with whic ‘the bubble bisrsts ot the pytamid
for a time. The precise mechanism of this mysterious momentum crumbles. The iatks ate not just cach other's present partners and
seems excoodingly complex; but sorné things can, I think, bo- said future potential customers; as an audience, their. mass ‘mutual
about it which are useful in apptoaching an understanding not only presence ajso validates for each-of them his own patticipation in
well, For there the scheine, If all those people belicve {n something, it can't be

of congames but of modem mass merchandising as. _ .
total twaddle, can it? 1 may not be able to seally understand match

does seem to comea point at which the conman /seller’s reinjection _ ) In  beableto
of additional selling energy per unit of response can radically de- monogolies, or intérnational postal seply eo? g, or -perpetual-
crease, 30 that the curve of expansion begins to look Jike an atomic _ motion miachines, but “siirely somie’or all of those otliers must
. plle's sustained-reaction graph. Implicated in this process are not ' understénd, and they certainly $gem. to believe, There must be
only congame deésiderata like the acceleration of new investors in : something.n it, because they are riskliig thelt money too. That is,
a tiue Ponzi, but also things like brand loyalty and the-advertising 1 not only.do the athét marks enstire the value of your. own “securl-
designed to build and sustain it. What, then, can one S8y about ' tes” by -pm_um_nbly:be_lnq_ willing to buy ther, but theit already
this process of mass public commitment? B : - having bought their own. "shares” testifics to the.value of the ones
Let us examine the roles the marks in a Ponzi play for each ngbd\ight. " . - o
other, For gs each miark in 8 Ponzi is.a coactor with.each of the " Ths the. mechanism. in any setail, bunco play need not be
others in the conman's play (since that -performance has aban- sufficient to, convince the mark of its gross profitability but neéd
doned sccrecy as a central plot cleinent), each of the players is only- conivince him that it has convinced, and might continue to
simultancously each other’s audience as well, This has very pretty convince, othess:who do'not understind it, Thius he can accept &
consequences. ' C R scheme with slight surface plausibility which he finds he does not
Trist, as a matter of econoimic tationality, if the mass of marks q;:itg,qtidmmd on the ground that othets ate also investing and
make up cach individual mark's audience, then they constitute his they: presumably must understand it better than hé. (And indeed
pool of potential customers 83 well, 1f all those. other guys ore . some do understand 4t very very well, but they are .al_mys._ur'eful
belicvers (and by having. initially joined they have necessarily : to get out before t!xckcpl,.la.gse.-pqin:t.) 1t is appatently {nconcefvable
proven that), then they form for him a pool of people more likely to the matk that everyone can be a8 dumb s he, and also cannot
than the public at large to go on believing in the “titoduct.” This understind match monopolies, ot international postal reply cou-
becomes, " then, & yational source of economijc_security for each pons, of comeis it gold; becanse each. of the: marks-validates his
mark, That ls, the operator’s Jittle gray box, that which purportedly : mﬂbyﬁicmutotssémmnthem e
roduces the ucompany’s” wealth, s riefther thie most direct nor ;- I the Panzl operator con.~manage to ﬂﬁ,ﬁﬂt&r—wﬂupﬂy‘
the most important sourcs of .security for any “investor.” The : falsély, o thirough- fyck--the: names. of success 1. phingess or, at -
primary secirity for anyont who buys shares. in.anything is not lust,'nppiggyiﬂyaprhigﬂute& operators to:assaciate themselves
: - with- the gatie, 0 wmuch the better, That seems to have been the

the camnings but rather the Tikelihood that if and when he wants

PR
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case in the' Home-Stake Production Company story, which in-
volved prominent lawyers; accountants, entertainers, and business
exccutives whose participation was continually pointed out to

potential participants. But such celebrity invoking seems not to be -

all that necessaty; mere numbers will, at least fos a reasonably lucrs-

tive time, be enough to fuel the necessary hysteria,

There is still a third factor at work in creating the surprising’

momentum of certain mass-maiket congamies, which is also a
partial function of openness and mgss; but more precisely revolves
around the kind of participant class that the. typical gray box-in a
typical Ponzi creates, By and large, wlien the opemtor is (always
tacitly) asked by the prospective investor why he is willing-to give

 such & large retum on investment—that is, why the operator needs
‘him—the reply is slways in the form: “But I don’t need you. .
There’s nothing special about who ‘you are: 1 need anyone who

has money to invest. You're just lucky to have been asked early in
the game and to believe in me.” B S

The point is that the gimmick in the Ponzi gray box cannot
be presented in such a way that it would be convincing to everyone,
1€ it were that clear and powerful, and could be so presented, it
would defy understanding why so’ great a pay.off is being offered

by the entrepreneut. Thus, every such mechanism must be.not -
only believable but understandably unbelicvable as well.- That is, .

" if it were perfectly clear that there was an inexhaustible diamond

mine or a nonpolluting perpetusl-motion machine in the sole con- -
trol of the conman, he would not need to pay his “backers” much.

more than ordinary interest. Sincé, however, there are other reasons

(detailed above) why he canmot yet make public his irrefutable’
- proofs, some people will not believe, ‘Those who do believe, now,

when so many others do not, must be compensated for their greater
faith (and superior prescience). In a Ponzi type of open operation,
then, the mark's relative scarcity, and thus his value, lies not in
anything as vulgarly pictorial as the stone’ walls and bars which
seal the prisoner and his sure thing from other collaborators, but
rather in a strongly asserted psychological differentiation: the world

is made up of believers and skeptics, and the mark is one of the.

former, _ :
But that means that, given the self-selectioni process at work

in forming the participant class in mass-market cons, those who .
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join such mark pools.are “believers,” in a more general:sense than
that they happened to.believe in this partictilar scheme, This seems
(admittedly on the basis.of scanty empirical suppost) to have great’
importance in determining their behaviot during the ‘period that ~

" their,Ponzi is on and nmning. The members of an operative Ponzi -
seem to have a Jarger-than-usual complement of a cotnman psycho-
logical impufse which may be called “commitment mbmentum.” -

This tendency—which may be decribed as a psychological set on

account of which it requires more energy to get out of 2 commit:.

ment than to get jn-~is peculiatly useful in retail buncos like

Ponzis and Anclent Esiates, (It i8 also, as we shall sce, at the root -

of most advertising strategles.) For if you think about the running

. of these cons, what impulse in a Ponzi is the coriman trying hardest

to dampen duiring the sun ‘of the con? The impulse to “unbuy.”
Because.of the.form of these cons, the catly marks must be strung

- along for a considerable perlod of tinie if the conman.is to build .

up & meximal score. During that carly period the mark himself
ordinarily. can"get out, and to the extent that marks do so they

“become competitors of the contiian in making the seore. In effect, -

they. becoine his true partners by toking down®a paginer's draw

before the managing partner can abscond with all of the firm's.
assets, If, moreover, the mark in a Pongi_cashes in, he puts that -

‘much more pressure on the conman to comeé up with new marks

from whom to get the funds to pay off that sedemption. And every . -
time a mark in & bubble selly out to a later matk; he uses up part -
of the geometrically decreasiiig-mark pool available to the conman..

. ‘Thus it is exceedingly important for a conman, once having sold -

a large number of marks on a scheme; to keep them sold, One must

delay disiflusion, for in the inertis of the participants les the -

momentim of thegame, "
This. is true, of course, in secrot-based cons too, where huge

amounts of ‘dnimatic epergy go into keéping the mark’s fantasy

world alive ind well. It is 8 cominon complaint among topers that
the worst part of a Big-Con is having to Tive continuously with the
mark and cope on short notice, at any odd hou, with'his sudden,
powerful, unpredictable: sejzutes of doubt. The professionals in

* three.man closed cons deal with thie problem face-to-face, keeping

up the necessary folicd-trofs with sit and energy. But it is in the

sy cans tiat thiporvése lopalty iy mast siing, Even atter -
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conviction, people like Porizi and évgn the far less attractive Oscar

Hartzell, who wn the bizdrre Drake Estate swindle of the late

hwenties, found little trouble in continuing to raise very large sums
- of-money from their “believers,” even when' they bad to be ad-
dressed to them in jail. 1t appears that there is, in these cons, much

. more for the marks fo.lose than money. Oh sure, to lose the faith’
is-finally to face up to the loss of the ioney with which that belief
was implemented. But more vital, it seems, is the loss of self-esteem
javolved in sdmitting one’s prior commiitment to have been a
Janghable fraud, To.devote oneself money -and soul to 2 view of
who one is and what one might become dnd ‘then to discover that
it was the willful creation of 2 eynical menipulator is apparently,
for some people, almost unbearable, For the conmen frequently
.. became hcros to their followers, Ponzl was checred wherever he
went, and his followers wrote embarrassing cighteenthcentury.dog:
gercl broadsides in and to his honot. To have felt-and behaved like

that and then to admit the truth must be as painful fora mark as -

it is for an eminent scientist to admit, finally, ‘that phlogiston and

. the cther just don't exist; It i3 not edsy, and for some people it is
not passible, to face having made of oné's life-a farce.

: This seifsclection for gullibility on the patt of the marks who

~ fall for a public.mass con seeis to be only an intensification, how-
ever, of a very widespread mechanism, It appeats that the tendency
to delay acting. upon, or éven percelving; one’s carlier errors. is 0
widespread as to have gotten. separats notice; in séparate vocabu-
faries, in two different scholarly disciplines, economics and social
psychology. L ) -

_ Among: economists (and financial -types in general), this
tendoncy is called the Sunk Cost Fallacy. It works like this, Let us
say that in 1974 you buy 4 stock at 100 on the expectation; or at
least the hope, that by 1975 it will be at something lke 200 But
when 1975 rolls sround, your stock is at 50, What do you do? Well,
if you're sensible, you do whatever you do without réference to the
stock's prior market history. For (except for the costs of unloading
the old stock and buying something elsc, and perhaps with respect

- 4o certain tax considerations) what you did in the past is frrclevant
tor your investinent decisions sbout the futurc, This would be true
cven if the old stock had gone up. The only felevant question you
liave to answer is where you can now put your mohney 50 8 to get

the best possible return.. It is possible that hanging:on to the old

%
H

" from the now-n
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_ %«;ﬁk will 'g'ct you t]ipt,_ but not simply because you already own it.
fhen you are searching for the best ‘possible investment for the

futiite, the invéstments you thade in the past should have no

 special status, sperlor. of inferior, in th ' g
L portunities, T E or, In the univezse of your op-

. Nor does this fact apply only to securities .Msims. Consider

' this exsmplé, You are a widget manufacturér and :
 bought and paid $100,000 for 8 new idget mmm’ﬁ“ﬁd&’s you

to stamip’ out widgets st ten cents per unit, Today. you learn that

@ hew, widget stampee, capable of producing widgets at five cents

- per tnit, has just gane on the market, and it can also be bought for

. $100,000, Do you junk your brand new widget startiper, into which

you have just sunk $100,000 cash? Ah, that's asking the wion
quiestion. The question cught to be, “What lnvc"st:‘ngeht dccis.iog

. ought I to. make which will maximize the profits from my widget- -

stamping business?” It is probable that if the question s asked that -

way, the answer will be that you indeed ouglit to spend anotl
s st Tus,by oo 8 you wil “los”

" the $100,000. sunk cost of your just-bought, brand-riew, undepre-

ciated widget stamper, But the oltsmative, “using. up”

ted widget stamper, But tl ' g-up” what yo
paid for e bying sométhing else, will; ‘in qnl; remna}gl;
competitive line, of commerce, put you swiftly into bankruptey.
After all, it is not an awful ot of help to‘be able to ‘moke widgets

i€ in order to gell thern you Have o price tinder your own cost. (Of
. gqus?,jf you can t buy the new machine, dnid the, returns from
staying in buginess with the old; incfficient one exceed tlic returns -

o your e 't;-'" tﬁh '."ﬂlms.iolf1 the old machinc and still

vet your.directcost outlays, you might stéy-in' business with the
. t any avallable alternativé, But’ W

you can, s likely to be.a better move.) uying the new one, it

" Now when these sunk-épst storles are told this staikly, it would

seem that the wrong decision (in cach case, stickin with one's
initial decision) would be seén by any.reasonibl "ijﬂ'tcllgigeht’-person

_ to be obviously fallacious. One would expéch that the “right”
to b obviously fallacious. One would expect b ght
" degision would génerally be made, Tn fact, however, {t scems that

it is. very frequently not made, One continually runs into people
tenadoasly.}milling to éell a.dog of an .i‘,m/.ést.men.t,;l'ﬂ"th'ep ho*;e
that it will “eome back.”. And it is not all that rare, 1 suspect, for

- sven 4 businessman to Hold on to a “paid-for” factor of production

e
avitiors

-902- -



86 _ ‘ ' SwinpLane

until he “uses it up,” even though the maximizing decision would

 have him junk it early and replace it with something more efficient. .

It is, in fact, very much worth mentioning that the so-called “Peter
Principle,” that people in bureaucracies rise to the level in which
they are inefficient and stay there, depends for its validity, if any,
on the existence of some variant of the Sunk Cost Fallacy as applied
to the central factor of “production” in bureaucratic organizations,
people and their labor, - C .

Nor is this. profoundly  conservative tendency to cleave to
states of the world previously “invested in" limited to business
decisions, One can leave the financial analysts behind and come
upon another vocabulary in snother discipline which seems to

speak, or at least mutter, to pretty much the same point. This is -

_ - social-psychology’s concept of “cognitive dissonance.”
The research and writing on cognitive dissonance theory is

often subtle and elegant. For our purposes, however, we need not
look at the concept in all of its theoretical and experimental rich-

ness, It will serve our present needs to oversimplify the basic idea- -

to this: after a.man has committed himself to a particular course
of action, especially if making the decision was important enough
to have filled him with great stress when he made it, he will tend
to suppress (to the point that he will not even perceive) any in-

formation which would tend to indicate to-lim that he made a
- mistake, and he will tend to seck out (to the point of inventing) . -

data supportive of the decision he made.
As T fust pointed out, much of the research and writing on
.the suppression of ¢ognitive dissonance is remarkably subtle and
intelligent, and no one sensible in the field would argue that the
impulse to protect the tightness of one's prior decisions is universal,
‘or strikes all people with equal intensity. even with respect to es-
sentially identical decisionis. Indeed, there séem to be some people
who seck out proof of prior error, apparently réveling in feelings of
inadequacy. The consciousness of having once again been taken,
just as expected, by still another “other” -(or, preferably, con-
spiracy of others). is, apparently, sometimes sweet. . .
Nonetheless, it does seem as if “patsy” is an extraordinarily
unattractive self-image for most people. When a used car turns out
to have 2 nontransmitting transmission, ot biakes about as gripping
as a true-life adventure of Fort Wayne, Indiins, there appears to be

o,
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a tendency to be loyal to the leman, suppressing even the conscious-
ness-of its soumesy rather than facing having been taken in the
original deal, Certainly that applies.to strong, stress-filled politicat
and economic commitpients, Many (though: hardly all) American
Stalinists se¢m to have in this way survived the disclosures of Rib-

‘bentrop in 1939 and of Khushchev.thereafter, Certainly'a shocking

number of American politicians thus fuppressed consclousness of
‘the disasterousness of the country’s. Vietnam adventure. And in
perzonal affeirs there are most likely more cuckolds than Othellos,

people who find it easier to smother their suspidions than their -

suspegted, : _ Ry
. In any eyent, whatever the strength and cxtent of this particu.
lar sacial-psychological mechanism in the vatious contexts in which

one would expect it to operate, it seems-to exist to a fare-theedl]

among the vietims of bunco gaines, especially of the mass-retail
variety, Though there aré notable exceptions (a rancher named

Norfleet, taken for $100,000 of s0 on a Big Con, bpent roughly
equal sumn chasing down the conmen—and thed wrote a book’

abtit it), it is agreed amiong all observers that, by ahd latgs, fiecced:
mazks go home nice and quiet. That, of course, could be undes-
standable as an dttempt to avoid the obloquy and shame of-public
exposure. What s more to the point is the “clinically: common"
xperience (fepotted by all conmen) of not being able to -blow
off the matk fecause he watits another play, That is,-the mark isn't

_merely avoiding the consequences of facing his rip-off; he cannot
evén being himself to see Himiself as  rippee, Thus it is explicable

that miisiistket cons, Liowevet grotesque they: might appear in

the cold light of a retrospective view, can have a run, arid sometimes
. an extended one, once they get underway, The social-psychological
tendencies they tap ‘are’apparently deep and pervasive. We shall -

meet them again when we conisider things like brand-name loyalty

in “rormal” merchandising.

"Crude, Ponziike mass conis, howevet, even.when modified

into something like Ancient Estats plays, retain Several- serfous

weaknésses which'togethier pretty much assure theit altimate failure,

-/ (Ponz, aftet all, went to fail, and Kreuger; by his own hand, went

to his reward,) These all stem ftom the necessary peculiarity of
what has to be put intd the gray box to make the: game begin.

‘Anclent estites, mptehi inonopalies, arbitrages in postal coupons,

”z . .
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mysterious. inventions, quastsecret gold strikes—all of these are
economiic rarities, bordeting on the incredible. And they have to
be. How élse could-one promise huge pay-offs on significint invest-
ments by a vast number of takers as the result of some publicly
acknowledged gimmick? 1f the gray ‘box: were opened to disclose,
say, a grocery store, or.cven d steel mill, it is hardly likely that one
could on that basis induce.the requisite investment hysteria, People

know; by and large, what ordinory business returns ate. o
But what it one could devise & play which was basically a

Ponzi, but in_the heart of which was nothing as exquisite as a

perpetual-motion machine, but- only down-to-carth things like
salesmanship and advestising? And what if the pay-offs predicated
on that mechanism could be so shaped as to give 8 highly attractive
return to the “investor” even If it were, in absolute dotlars, small?
Suppose, for example, you could promise each mark an essentially
infinite retum by giving. him a modest but not trivial retum on

what scemed to be no investment at all, If jou could design such

a gorgeous mechanism, you would have, if it were well fun and
cunningly exploited, a most Jucrative congame, It would be widely
played, extensively accepted, and (because of its closeness to
“logitimate” business) relatively durable against tegal anid regula-
tory crosion. 1f you could do all that, you would make a fortunc,

Some people did:

" The Referral and the Pyiamid

To opszave this development, and begin to place.its mechanics
irito the stream of “notmal” salesmanship, let us get back to that
Matvin Sonnenlich whose sad carcer précis began this work, It was
not until 1966, quite late in the development of his fiddle, that I
frst Tan into Sonnentich, (That, by the way, is not his real name,
which 1 have suppréssed mote out of pity than from fear of litiga-
tion. Of course, considering what happened to-him between 1962
and 1069, 1 doubt that he still- has the sare name he had then;
1 only hope that when e came to-chiange it he didn’t pick Son-
* nenlieb.) He and I met, a8 it happens, in-volome 275 of the New
York Miscellaneous Reports (Second); more particularly in the
natrow corridor between-pages 303 and 330, There ..appeatqﬁ there
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a rather detailed description of an elaborate action by the Attorney -

General of the State of New York which sought to bring Son-
nerilieb's Business to a halt on thye grotind (backed up by pertinent

refeience to a startling number of New York tatutes) that it was.
. at least _a_:qggghablje ‘outrage and pethaps a criminal fraud. Once
the annoyarice of the Peéople of the State of New York, incamate

in their Attomey Cenerdl, had gone 3o far a3 to thrust Sonnenlieb
against his will into that paiticuldr straitened passige in Misc. 2d,
it was unavoldable that we-should meet, As & Professor of Law
specidlizing in the Jaw of consumer protection (such of it, at any
g::t". as-there then was), pat of my job involved walking just that

"I should imention that I conceived an immediate fondness for

Soisnenlieb, albelt of a rather special kind. What I experienced, 1

think, was that peculiar warmth one feels toward anyone. who, like

a fiveyearold. with his fint ptepared lie, carrics out one of the
coniplex stratagies of Yiving with'such. ent ciudity as-to ex-

pose -fof’ the'first time, the pute, Basle structire of somcthing
utuilly hiddén bys mantls of sophistication. Sorinenlieb's swindle,
Zﬂ%‘f& _t:ét;rzgp:a_mg gb;!:ust;un miost, went like this. After
ecliee cateet yentursd dnto Jw and pubtendisig, Sonnenlieb wa
at the tiine the Pauling flunination which 'w:ss.'to‘ change his '}i::a
striigk hitn (i his cise, sppaténtly, on'the tad to Inidianapolis),

. engiged in soalled: “direct sélling” of “Yacuum clennér systéms”

under a" dealepship from thelr manufacturer (which we'll call
“Pullaire Products”).- Now “direct selling” mﬁm,' more- ot less,
dbiot-to-door selling, Which i thé case of vacuum cleariers is lready
part 9!.,;Atq_eg‘lefapi.‘.,,’fb~1~klot._e.' And the “system” part of “vacuum
cleaner systern” means that instead of getting what is in effect
box with an inhaling motor in it which orie hds to drag from room

to room, the buyer gets a vacuurh outlet in each room to which the -

cleaniing attachmients may be direotls _conpected; fip the master
" Fors 1 know, at least for.some peoplé vagium cleaner sys-
tems are well worth, thieit price, and “direct” is 4 sensible way to-
buy.them. Byt that prics i high (Sonneniieb’s Pullaires were, ten
oy st g g

eic, Sinca you are at, like a storskespes, 1i¢pesd dealing with
o .yt i, et thy ar
interestesin buylnig, you bit an enormios aumbes of totally * ead”

oyt
e

0 each), and door-todoor it @ taugh selling.-
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prospects. And gince you aré going to them, you expend 2 huge
amount of time and labor. (ie,, money) reaching the very few
“live” ones you do find, Thu§ you must:muke a.very large profit per
sale to make any nioney at all; but the higher you set your price,
-the stronger the customer résistance. . :
While Sonnenlieb seems to have been making do door-to-
dooring Pullaires, his wealth: was still well below his dreams of

avarice, Then, some time in 1962, apparently as' the result of re-.
search visits to'Norfolk and Indianapolis, where the con was then

. SwiNDLING

in operation, Sonnenlieb discovered the “Referral Sale.” Pursusnt

to this new dodge (in surface appeamance if not in basic structure'a

technological breakthrough in crooked merchandising), Sonnen-

- lieb was able vastly to increase his profits while changing neither

- his product nor his sales locus. For the referral-device enabled him

_to make one critical change in his. sales presentation: whereas in
the past he ‘could offer his customers a vacuum system for $800,
now he could offer it to them absolutely freé. How?

I'm glad you asked me that question. You say you can’t afford
it. You say you've got a mortgage on the house and payments on
the car and your little girl is having her tecth straightened by an
orthodontist who is also a compulsive gambler, You say. your cat
is in analysis? Say no more. Becaus¢ this isn't going to cost you a
penny. I'm not selling you anything. What F'm going to do is I'm
going to enroll you in our advertising promotion plan, - _

You've seen advertising on television, in big picture magazines?
Sure you have, You know how much that costs? Thousends. Mil-
lions. But we've found out that the best advertising is word of
mouth, Yes sir, plain old word of mouth from one satisfied user to
‘his friends. If you heard from someone you knew that something
he got was good, really did the job, delivered everything it promised

and more, you'd want it too, right? Of course you would, Well

that's our matketing plan. We will put this beautiful Pullalre
Central Vacuum System in your home, For every pésson you récom-
- mend to the company who also joins our plan we will pay you a
commission, $50 for each of the first five, $100 for each after that.
Why, you'll mote than earn your own central system if only ten

people, thab’s right only ten people, join our plan. .
You're still wotried? You're afraid you don't know ten people
like that, people who are seady, willing, and able to spend the

D T U N . =
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mibney fot evén Zg"{nn‘?.-‘?’tiic product like the Pullsire? But you don't
undéistand. We're not selling it to them either, We're going to

glve théin an ‘opportimity to joln up too; just like you, They're go- -

Ing to get the same incredible opportunity to get their own Pullaire
systent dbsolutely free; in exchaige for their helpiing us in our ad-
vertising ptomotion plan. Why, with aii offer like that I'll bet six
up foining, ~ - I -

* Ab;T see-you got the ides, Some- people have trouble under-
stinding new ideas like this. Just sign tight here and we can get
down to work together. Sign. right here, That's it. Thasat's it.

Or-even seven or-eight out of évery ten names you give us willend -

* Thank you vety much; you won't be sorry,

pr-thné, of course, 18 just a very eohnpmse& -general form of
the Referssl pitch: It beats roughly the same relation to the pitch
as actually delivered as choseographic notation bears’to dance, Even

 the.tone is most Tikely. somewhat off; mine, notice, hovérs on the

edge of self.conscious parody, and that is a very unlikely slip for

. old-pro door-to-doorers to make, But if one can judge from the

congiderably longer pitch outlines Sonnenlieb provided to his sales-
men gnd the recollections of marks (both, in this case; preserved in
the transeripts of Sonnenlieb's varlous trials), whatever embellish-
ments the salesman added, none of them ever altered the basic
pitch:‘ ‘to wit, the mark was merely signing on as “representative”
of an “advertising promotion company,”. in which status he would,

“by recruiting other “representatives”. for.the company, earn “cony.

missions” .or “rebates” at Jeast sufficient. to make his acquisition of

. goods absolutely free, .

~ In other words, while the--_regmy of the deal was that, at the

. moment of signing, the consumer had just bought himself some.

thing for from- five hundred to fifteen hundred dollars (Sonnen.

 lieb's prices and products varied over tithe), the sppéarance of th

* deal was that the seller and the cohsumejr)-had jufl:Penbetcd into :
coapérative joint venture, beneficial to both of them—and at no

third party’s obvious expense, The most magical possible moment -

in the economic universs had, at lesst in appearance,. once agai
W“hiwedzapmgﬂﬂn had come out of n¢ 4 ga D‘
for thesharing, 1 of nothing and was there,

"The mark, in_tliis typo of piay hius appéafs to:get something -
4 reg»f'; The basis of that ;nppamn;’gmtuimmm ,ii;sactmlly t\:/og
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fold, however, and it will prove useful to sepatate the strands; The
first sense in which the. customer pays nothing {s that he never

turns over any substantisl amount of cash (or even-writes any large
check) at the time the deal is closed,.All he has to-do is sign
note, that is, make a promise to pay in the futore,

This particular development, ‘this way -of creating _through
sociolegal technology an appearancs of getting something for noth-
ing, well antedates Referral Selling, It is, in fact, the development
of negotiable promissory notes in consumer transactions that made
bigticket (i.e. expensive-item) door-todoor selliig, even honest
door-to-door selling, at all economically feasible, It will take a sinall
excutsion into the arcania of commercial law to see how this
techno-Jegal device works. R T

* The negotiable promistory note, -along withi {ts rijost important
correlate, the holder-in-due-course ‘doctrine, Is, as these things go,
ancient in the law, dating from gt least the eighteenth century in

England (and most likely- carlier on the Continent). Put legally, -

~ suceinetly, and unintelligibly, the heart of the matter (also known
as the cream of tie jest) is thiss the holder in due ¢ourse of a
negotigble promissory note takes that note free of (substantially)
dll defenses against its payment which the maker of the note might
* have, What that means in practical fact can best be seen in the
context of one of the everyday dramas of commerce,

Let us say that Nadir Notions Corporation wants to buy ten
thousand widgets from Acme Widgets, Tie,, ot one dollar a widget.
* Nadir could obviously pay the price in cash, gither before or at the
time of delivery, Or it could just say, “Bill me,” and, if Acme were
- agrecable, sometime after getting thé goods and the bill (maybe
thirty days, maybe ninety—-whatever the.understanding is) it could
draw a cheek and pay, But Nadit and Acme can. also handle the
matter of paymeat another way. Instesd of handing over cash of a

check, Nadir could instead—before, while, or after getting the

cods—deliver to Acme a signed piceé of paper e ding something .

tions, Inc,, promises to

y to Acme Widgets, Inc,; o arder, the sum of. $1,000.00, with
interest at the rate of 6% peranniin.” ) o

Let us assuine that Acme; baving gotten this piece of -paper,

doesn't want to wait ninety days for its money, Itcan go.to Perigee

National Bank (ot anyone é&lse with idle cash) snd “negotiate”

Nadir's note (which means little mare thar sign the bick of itaid

ike this: “Ninety days from:date, Nadir Notions,

Public Spectacles ' ' 93

" hand it over): Perigee will; in effect, have bought the note from

Acme, usually at some discount from the face value to compensate
it for the risk of Nadir's eventually not being able to pay. Then,
when the time comes, Nadir is supposed to pay the bank instead
of Acme. Assuming that the bank, at the time the note was ne-
ﬁothtcd to. fh Thad, no. actus] knowledge of any “infirmity in” or
‘defense to” the nots, then, when the note falls- due, Nadir must
pay, Perigee. No matter. what was wrong with the widgets or the
deal, betwsen Nadic and Acme, Nadir must pay the bank. More
specifically, even 4f, among other homrom:- () the widgets were
never delivered (in law, failure of consideration™); (b). they were
delivered, bt soulpted from cream cheese instead of the promised

and expected:vanadium steel (*breach of warranty!); or (c) they

were purchased .jn reliance upon m intentionally and materially
false. statement .of fagt riede by ‘a crooked and sneaky Acme

("feaud”), Nadir still must pay the bank, Nadir will nat even be
allowed to tell in court any of thase tht'ce'grlrplng stories. (chroni-

oling the thres most common defenses in sales law). As against a

. holdér in dite.course, what the payee (seller) has done, his faflure
to perform; his-defective performance, even his outright fraud, are -

all Jogally irrelevint. The maker of the nots has to pay the holder.
Although the previous paragraph is hardly caleulated to con-

. vinice anyone of it, there-is & placs. in- the law for.that kind of

result. From the point of view of the bank, all it {s doing is lending
money, albeit indirectly, to the buyer Nadir, 1¢ Nadit's president had
come into the bank to borrow; on behalf of the firm, ten thousand
dollats, the bank would have loancd it or not; chatging interest for
this tental of jts money and for the sisk that when the time came
Nadir:would be unable to pay it back; but §t would certainly not
expect Nadir to argue that it was not. obligated to repay it-to.the

bank because it nsed the bank's ten thousend on a deal that didn't

work out. It -Is- etirely : atguabile that: commercé: flows more

gtﬁo_éthly_' (and more inexpensively) if financial institutions need
not boncerh themﬂmwith the quality of transictions between
the peopls who ui#é thelr money, Traiid anid sionperformance occur
at thio tiaks of the parties involved; they até in thebisiness of know.
ing échi“offiet 4nd the product. Tho bank takes ovet: anly one
risk-~insolvency ‘of the Borfower—a thus *has no duty to leain
anything dbout. the honesty of those ‘with whom_their bottowers

| dalortheguiliyof thethings theysell. [
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with Acie curdles, Even though Nadir must pay the bank “for”
widgets never delivered, or grossly defective, or which it would not
. have bought at all but for a successfil He, that -doesn't mean it

has no recourse; it can, after all, on the basis of. those facts suc.

cessfully sue Acme and get back every peniny it paid out, Nadir is

1o worsc off (even if no better off) than if it had paid cash in the
first-place, its own cash or cash borrowed on its own from. the bank.

This-argument, that “it's no worse than paying cash,” makes
relatively good sense when it concerns deals between businessmen,
who by and large know what they're doing. With respect-to- con-
sumer transactions in general, however, it is sufficiently problemati-
cal to have led to an accelerating movement to abolish the holder-
in-due-course doctrine in such transactions. And whert it comes to
sales of big-ticket items door-to-door or’ in fyby-night .shlock

houses, the holder-in-due-course doctrine becomes little more. than

an engine: of clever oppression. For if “paying” by negotiable
promissory note is “just like” paying cash in the eyes of the law, it

is no such thing in the eyes of ordinary-people. -
This is true even if the signer more or less knows whiat he's

doing; that is, if he understands, however remotely or subliminally, .

that if the deal blows up, a bank, of all things, is not likely to take
the loss, But it is frequently the case that the marks don’t even
have that much to_go on. Tt is one of the asts of sleazy salesman-
ship to make this pulssant note just another item in a “stack

signing”:

Now if you'll fust sign the participation agreement—thank you—
and the advertising brochure reccipt—that's it, right by the X
" matk—the Pledge of Allegiance to the flag—gooood—this thing
hére (hec hee), and the warranty card—fine. Welcome aboard.

But even if that game i not played, or is played-so badly that the

matk actually knows he's signing 2 promise to pay later, this mort -

gaging of bis future is still not for him even like signing a check;
that, in law and life, is quite well recognized a8 an’ order to your
banker instantly to deplete your checking account. And it feels even
Jess like actually handing over a pile of real cash money.

: For present purposes (that is, Sonnenlieb's and those of others
tike him), that power to make the customer fall-to perceive that -

SWINDLING

Moreover, it is. not as i Nadir is without remedy if its deal .

}'_'_’,»-.,_3 i
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. the future is 88 costly as the present is critically important, It is

most likely 8. necessary tequirement for successfully pushing big-

ticket sales—that is, for running a lucrative merchandise-based

swindle, For-with the help of the negotiable promistory note, and
the holder-in-due-conrse doctrine which envelops it:oz:y conman

can transform fhis “Short Con” situation into a jaxddemté-sized :

equivalent of a “Big Con.”

7 Now, a8 noted edtlier, the distinction between:Short.Comian'd' |

Big Cons is-an impottant-one for swindlers, with nespect to both
status and, finances. In a Short Con, the mark is played for what-

* evet he has an him.'If, for example, you play the Smack with a

thatk, you can friatch with him.only for what he hiappened to have
in his pocket, and that's the tmaximum of your take, But in a Big

~ Con (like the Pay-Off destribed earlier), the mark is “put on the

send,” that is, sent home to get a much larger sum of money, even
it that involves liquidating property or investmients, ‘which he then
britigs back into the play. In order to &ffect that, the conmen must
genenate enough diamatic power to keep 1 fantasy going even dut-
ng intermissions, As we have seen, that takes quite's play—~skilled
“professional” actors to portidy both principals and walk-ons, real-
istic ets, the slow unifolding of fofeshadowing subplots—a mass of
dramatuzgica] creativity snd coordination,

I a game like Sonnénlieb’s, however, any such play i3 incon-

. ceivable, The mark has to be roped, tied, and taken without loss of
would hardly do; even if you could-

contact. A bate promise to

get that fat, Once the matk woke up, which he might do as soon
as the spell east by the doorto-door wizard left With him, and

which he certainly would da-once he founid out how hard it wes

to get his “commissfons;” it would be impossible to collect much
on the promise. Indeed, much door-to-door salesmanship depends
on-a “You must sign now—-this'is your Jast chance” pitch, Tor the
economics of ‘o business allows sale:and-liwsuit ‘gs-the normal
mods of payment, and that is certsinly true of sales of shoddy goods

‘at inflated prices brought sbout by good, old-fashioned; commion.

law fraud. Given the nature of Sonnenlieb's business, the last plice

he next wanted to meet 'llt_is‘marks.vgas' in a court before an -

apoplecticjudge. v oo
" But.the negotiable promissory niote, together with {ts partner,
the holderin-due-course doctring, mcans that, for almost all of the

- canmap's practical purpotes, i s s f the mark had st home, with
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him, not only sl his present wealth, but all his future a;mx'ng
power as well. For that is what is availablé to any holder in due
course when the note is not voluntarily piid off. In this respect, the

promissory-note route is eved better than the normal Big Con .

“sand,” for tio conman playing a Big Con has ever found a way
to get at the present value of the mark’s future eamings.. The
- operative fact, then, is.this: since conmen understend holderdn-
due-coiirse doctrine, and marks, by and large, do not, the conman

knows that the mark has an available treasure—his incautiously .

given signature~—and the matk doés not. o
But nccessaty as it may be, it i§ not sufficient merely to get

thirigs sold against a note (rather than actual payment); that in-
deed makes the deal feasible for the mark, but it does not neces-
satily make it attractive, One.can buy that way, but one will buy,
that way ot any othet way, only if the deal is otherwise attractive.
That convincing remains to be done, and that is the second sense
in which the customer in a Refetral Sale-appeass to get something
for nothing, And in the context of this study, this second. sense is
considerably more interesting. It is not just that the mark does not
strongly perceive what he is instantly ‘and quite frrevocably giving
away when he hands over his written, negotisble promise, but that
he does not even expect that finally, when the whole transaction
comes to rest, he will be ont of pocket aniything of value to-himself.

The central problem in the Refétral Sale, as in any other con-
game, is to explain to the mark why and how the conman will be

cnriched by a transfer from the matk, while that same transfer will
not make, the mark poorér, In the Sonnenlich type -of Referral

gine, this problem of creating this apparént equivalence of even--
tunl exchange was particularly difficult to solve, For what Sonnenlieb
had to give was hardly problématic. He had a gentral vacuum
cleaner system (and, later, a qusitz broiler and a steréo-color tele-
vision combination). Thotigh these aiticles were overpriced . and
misrepresented (and, at least in the case of the broiles, lousy), they
were still things of value, things the marki¢ould sce and touch and
which e, in fact, would actually-get. Indetd, ance it was estab-
lished (1) that “payment” was not going to octasion-any outpour-
ing of cash, ot even the dread signinig of a check; and (2) that
under the proposed desl the mark was to eam ‘more: than enough

to cover his future payments by tutning in his friends, then the

. ———

‘grossly insufficiént offer for Mis, Thralé's brewe
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higher the price the better the deal looked. After all, wasn't it

better to be getting ¢ $500 quartz broler fiee.than a $75 one?
Thus, vi!}atgqns_gcnlie.bmsgivlngm'sno.p:oblem.-"[‘-hept_oblem
for_Sonnenlieb wis not creating out of nothing something in his
hands Wort]i having, but rather creating something of value in the
htindsof the mark, Forif hecould not succeed in doing that, it would
be trifpossible to deflect the marks’ attention from what was in fact
the casei that what they had that he wanted was money. That
ercéption would be fatal, for money was too valuable to most of
Sonnerilieb’s viotims for thent to give it-away “(at Jeast in those
amounts) in exchange for.vacuuini cleaners, broiless, or TVs. Son-
nenliéb had to convince theii that they had something else which,

though it had no great-value to them, was so valuable to him that |

he wauld trade a'whole central vacuum cleaner system for it. And
what e found fot them in the wiy ‘of hidden wealth and put on
thelr balarice sheets for thein (iiost of his customers didn't even

know that they hid'a balance shieet, let alonc what was on it) was .
- this dgsets, the geéater likelihood that certain people-would listen
endorsed over one which they did not.

to a propoiition which they eod
If.that were on the books of a ‘business. corporation, it would be
part of “Gopd Will" and would bglonég on the left (good) side of

the balange shest. After 4, what “go
Her than one would have predicted just by looking st the balance

sheot’s liit of assets and labilities; Dr. Johnson perfectly, if inad- -

veitently, defined it-when,” tumning down .what lie considered 2
ossly cient offer for wery, he said, “We
are not here to sell 4 paicel of boifers and vats, but the possibility
of growing rich, beyond the dreams of avarice.” .~ . ° :

anj svént, the underlying struckure of the ipitch in Son-

" nonliel's Referpal Salo was this: *
. Look: 1 sall door-to-door. My pioduct is marvelous, but it’s :

very hiard 0 get & foot in the door to make.4 sale in my business.
Yet the dumbes of sales 1. make and the cost of cach are directly
dependent on hdw'.mg'réy, doors I & get through, ind how rc-
ceptivé the people I find thiere aré, With respoct 1o some people,
really quite @ lirge numiber, their doots are open 10.you and to

) otherswhom youmommnd You aré trusted by them. If you had

3T .
¢ "'_

M ot Akter dll, wilat will” means-ona finencial
- stateriisnt is nothing mors than that the incose statement is lover
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2 business, that trust would have an economic-value, the difference .

between the likelihood of your msking a sale to those people and
a stranger's doing so. : B '

Herc's my proposition, You havé‘goéd will, but i’s of no value |

to you because you have no bisiitess to attach it to, I have no good
" will (in that sense), but I do have a busitiess to which such a thing,
it I had it, could be attached,” Let's trade, You attach your good
will to my business, and I'll attach this central vacuum cleaner
system to your home, - '

"The beauty of this pitch is, of course, that it happens, in 2

perverse sort of way, to be economically sound. That is, in form.’

there is nothing irrational about it: The marks did have something
to trade, and they did trade it, and it did benefit Sonnenlieb

mightily, After all, it was their telephonic introductions which got .

his men in close to the other shearable shicep. The only thing wrong
or untruc about the pitch is in the predicted magnitudes: no one’s
good will (in that sense) is worth eight hundred dollers. Most
people’s is worth, say, dbout $2.34, and thus most of that with
which the inarks would pay for their goods would still turn out to
be money, o : o -
: The secret of this overvaluation .of good will is, naturally, the
chain-letter pyramid artfully hidden undemeath the. Referssl Salo
facade, The mark's value to the scheme (and thus the value of his
referrals to himself) is a function of the. number of other marks
he can bring into the scheme. But the value of each of their con-
tributions ‘is a’ function of the same thing—~the number each of
them can bring in. Thus, as in any pyremid gimmick, the maik's
wealth deponds on his position on the pyramid. If he were relatively

low, there would be a vastly depleted pool below him, and each of
" those below him would find, avaflable to cach of them, an even

more vastly depleted-pool. If it were scnsible for.the higher mark
to buy in, it would be much less sensible for anyone lower to do
s in the hope that many mote would still be available to join, But
to buy in without such assurince: (or hope) would be to buy a
vacuum cleaner systern for eight hundred dollars cash. The-only

way everyone conld eam his Pullaire free would be for the chain

"to go to infinity, and infinity (except for mathematicians) doesn’t
exist, v o _ L S

rationally join

Pobllospectacls . - SO,

. But:insthe context in ‘which a Sonnenlichtype Refertal Sale
opérates~dportodoor sales. in. relatively ;poor urban neighbor:
hoods-thete Is even less reason for the good will ostensibly traded
to have or eamn the value gssigned to it. While Sonnenlieb’s opera-
tives -implied - that each mstk's good will was a monopoly asset,
each mirk in fact-shared his good will with many other inarks. That
is, his friends and. relations were lkely also to be other marks'

* friends and.relations; and friends and relations of each other. Thus
* it is likely that insofar as he used them s his contribution to the

"gddvertising scheme,” each of them would be using-each other.

. Indeed; it was more than:likely. that he had alreddy been used by

one of them, and.if that were truc, others of his friends and: rc.

Tatipns wers very likely to have.alresdy been *used tp" ‘too, Thus
the vice of the Referml Sale is not just the gereral one of using a

geometrically decressing mask pool as én “asiet” for a member

" thereof, but the even larger rate of depletion that overtakes small,
.local groups using their own acquaintances as the relevant subpool.

- Despite this eventual insiufficiésicy of the. mark's-contribution,
jt was still this sedefinition and reteification of the basic sotirce of
true economic profit—the partnetship, of two “production” factors

tio esr-Whieh ‘made the play’go. Sonneiilieb had the
businels; the mark had “good Will:” Put the good will into. the

. business snd they both conld share the profits, The good will may -

appear'to have been acquired by Sorinenlich at burgain rates (for

Instance a brofler), But it was an even bigger bargain for the mark,
" for his good will was (economically) totally lacking it value so long

as it remained in his hands, urigttached to any business. The mark's

" good willin the Referml Sale swindlc is.thus in-precisely the ssme
analytical cat,cgog:g.lﬁs,méré, availability in the Spanish Prisoner,

the, Ponzi, and the Pay.OR. It is something to contribute that is
worth much-mere.to someone clsc than to oneself,

" For all of these reasons, a Sonnenlicb-type Referral Sale swin.

dle cani work. It hds built into it, howevet, a serious lifiitation: on
the giandiosenéss of its success: it is all mixed up with goods. The

mark s paid off in’ goods. His payoff dépénds udybn the sale of

£00ds to others. True, the. “buycrs” of those goods.are, like him,

. supposed:to get them free, but by-ind large that's all they can hope

for.or expect to get—a tg;ntz broiler, a homo-entattainment cen.
ter, 8 gopd-freezer. Goods, alas, have . rough but obviotis upper

o '
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 limit in value, the market price of comparable goods acquired in o ~ “What i, however, the offer were modified such that the mark
ordinary ways, It s impossible to entertain & really unbridled fan- . wereoffered the play tselt, for him independently, and for his own
"tasy of joyous wealth when the pay-off and the product ate things. ~ benefit; to: cast and pesform? In such a case the mistk's ultimate
Things, moreover, are a_terrible-pain to any conman. They - return would include some part of the profits to be eamed by
break, They fail to do what they were supposed to do. And when :  selling the goods. And if.there were added a tight to license the
they do these things, they do-them very obviously. Not only do R right: tosell to still: othess (that is, to use the script); then the
goods in a congame increase the-ways in.which a mark can be ; mark’s retumn would include those potential profits too. . . .
disappointed, thus increasing the need for some eventual process ! Now notice that i ill that is sold to the mark s the goods and- "
fot calming and getting tid of (“cooling out”") an angry mark; but - the sight to scll them, then all we have is. the kernel of.a normal -
in addition, goods that go bad dre much more palpable soutces of ; retail business, The matk js being asked to become a seller of goods;
matk fury. Reading the Sonnenlicb transcripts, for instance, one i whether wholesale, ‘relil, franclijged, of door-to-door, it doesn't _
gels the fmpression_ that. the angriest marks and hence the ones : make much difference; He s being given & role in 8 very genetal. -
most enthusiastic about testifying against him were those driven to i hﬂd-WidelK diffuted American seript, the distributiont of things of - -
bemused despait not 0 much by the failure of the referm] promises | value, When one person eells. goods to another for. resale, thers
to pan out, as by the propensity of ‘Sonnenlich’s vacuum systems ' can be all fotfs of naughtiness involyéd—lies about the goods, for
' examplé, oraborit the market for them, or abatt additional services

and quartz broilers to disintegrate on their first, gingerly use:
As we shall sce in considerably mare detail when we consider
“straight” selling and advertising, the best form of cool-out is s0
to shape one’s promises that when they are not fulfilled the mark
will never even notice or, if he does, will blame himself for the 1 Juasi-imdepencont
failure. This is true of swindles as well. Substantially bigger.and rathet than sslaried.or commission-carning employees, That is, the -
- safer sgores could be miade if somehow one could combirie the heart ; “independsnt” disteibuitor tradey money arid laborto the ménu- .
of 2 Referral Sale—a mutually valuable association in a mercantile o facture in exchange for goods and the right to sell-them (and, in -
venture—with a nonreified product, something which would nei- franchise operations, for ather services, frieluding  well-patrolled -
ther wither not disappoint, nor be easily placed in any limited trademark). The efforts of bath. parties” topether produce wealth
category of value, It is in effecting that critically important trans- which they-then both share. The labor value of the séscller, value-
Jess i€ not attached to @ busiriess, gaing valuc from that attachinent, -

to be. pravided by the manufactirer, Buk selling for tesale is not
per ss.crovked, It Js, moreover, frequently must cfficient to-offect
the disttibution of ong's goods through others, md frequently those
others ought to be independent or quashindependént businessnien

- memmemma— - oo

C—e——— ..

formation—ftom things to relationships as the. items to.be. sold— _ hed to a bu? valye froni that

that there lies the éxquisité" power of the Pyramid Sale swindle, - ~ and the manufécturer, whose goodt are woEse thiifi useless if never-

which has become the most widespread public bunco game being - : sold; gains the-value of their enthusiastic distribution; 86 fir thes,
played in America today. ' - wehavei normal.examplé of ordinary, ccongmic synergism profiue-"

¥ Recall that in. the Sonnenlieb version of the Referral Sale the ; ingordinaty proits, .o L - Ll e o

basic proposition was put in this form: you trade me yotit- good ' Those profits are veal profits in. the sense that they Aow uith
will, in. the formi of introductions to friends and relations,:in- ex- B mitely.to- both parties from outside theit ofganization. Cotisumers
change for a brofler (or fieezer or vacuum gystem or burglar alarm). ' buy. (in 4 competitive market), and it l.s_,ti),eix,mqq,:% which goes
In effect, the conthan, vns ‘offering to- hire from the mark some ; to.entich theeller/manufasbuser and his distributor, That, irideed,
quantity of sales help, a kind of advertising or publictelations ser- ‘ is whit jsinsuﬁeignt.qboub#hh]@qﬂ of prafit for the purposcs of
vice, But the manufacturing and selling profits were to be retained - ' any swindles; such-profits dre limited, by the state of the resale
by the, conman, To put it in the drarhaturglesl vocabulary hereto- - ' . fiatket for th -goods dnvolved: I, for ¢ miple, 2 disributor were
fore used, the marks were offered but a sriiall rols, not much. more T offered goode-at one:dallat a-unit whigh he cbuld not resell for

 than a walk-on part, in the conman’s play. .~ ¢ o ~ mioge than ninety cenls each, he would be insane to-buy. But even
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if the dollar-a-unit goods' could be resold in some .quantity for
one-ten, he still might not enter the business. It would all depend
upon how many he could sell and at.what price. per unit of his
labor, as compared-with some other use of that Iabor.

T6 put it more technically, it all depends on the relevant
opportunity cost of labor, that is, the cost.of forgoing the value of
that labor in some alternative use. A man is-cffectively swindled if
he is lured by lies into entering. even a profitable business, if by
going into that business, he thereby loses the opportunity to enter
another, more profitable one. Jf, through some artifice, a swindler
* could lure a. matk into contributing his labor to their venturc at

well below its normal matket price, he would prosper mightily. If -

he could, iin addition, make the mark pay extra for the privilege of
working for less. than the market return, he would profit fantas-
tically. It was through the development of such artifices that the
Pyramid Sale version of the good old-fashioned Ponzi was born.

Let me deseribe one typical version of this post-Sonnenlieb
play. (Once again I shall change names-and other details, this-time

not because the key partics have already been through jail, but be- -

" cause by and large they haven't, and by and large they know all
about libel suits and lawyers.) Beaurcgard Beaufort is the manufac-

turer of BeeBee Wigs, They are good wigs: neat, convincing, long- -

lasting, and nicely varied. Having made them 3o well, Beaufort
"has to sell them; what use, after all, could he persenally have for
10,000 wigs? He could sell them to existing specialized wig stores,
department stores, or beauty shops, or he could set up shops of his
own, either franchise operations:or stores staffed with his own em-
ployces, He could have his wigs sold door-to-door, again either by

salaricd or commissioned employees of BeeBee, or by independent
- peddlers who would buy the wigs from BecBee (o file orders for:

wigs to be dircetly shipped), making their profit out of the differ-
ence bietween the price to theni and the ptice to the consumer..
Any one of these distribution. methods, ot any combination of
them, might be the right oné (the income-maximizing one) for
- BeeBee, It all depends on the labor market-and-the wig market.
Any riumber of etements of the folklore of maketing as- particularly
applied at this time, in this-place, and to this product might sug-
gest .one move or another, Each method has fts advantages:and
costs, and it's hard to know, without experience and careful calculs-

tion, which distribution method will yield the largest profit. But

AT
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"oné thing, i¥:cléat, If you gould Tadically. cut the costs’ of any. of

these micthods yoy would hivé a idical commercial advantags, at
Jeast over aniy ¢gnipetitor using that samié method, and more than

. likely over any competitor using any otlier, -

et us assumie that BeeBee chooses, for the. most part, to-dis- .

_ tribute ts product door-to-door. We shall consider the strengths and
weaknessés of door-to-door selling onice we get to our discussion of

advettisig strategies as cognates of congames, but it will suffice here
metely to asséctas & fact that & door-to-door strategy for BeeBee wigs
would fiot on the face of things be silly. or even unlikely—even
though door-to-door selling is very hard on salesmen,.

Now a door-to-door salesman can make money, But - then
again; s0 ¢ a hold-up man, en editor, or a garbage collector. In
door-to-ddor selling; as.in most-other -jebs, the money one makes

.18, a8 a genetal rule, unlikely to be some mysterious bpnanza unre.
. lated to the particular worker’s (or, here, seller’s) talent, training,

and persistence; If the individual js a good, hardworking fellow, he

...can prosper in a door-to-door setting, But there is nothing.about

that smethod that ensures; or even promises, any wildly spiraling
mountaini of wealth, Thus, to gét any clear-eyed prospect to' sell
wigs door-to-door, you have to project for him g return greater than
he could get by applying an equal amount of money and labor to
some other. field. Given the obvious -difficulties of ‘door-to-door

‘ t a big per-
centage of the box-offics receipts. And the impressario’s p;gﬁ? in
this type of selling is a direct function of the price at which he can
hire the actors: the:cheaper they are relative to the gross retum he
cani get from them, the greater the .amount ke, the distributor,
makes, - - L '

-selling, you. will have to. pay: him plenty. (through high discounts,’
high commissions, or high salary) in.order to get him. to perform,
for the-particular acting job required of 2 door-to-door salesman is

-, 80 very demanding.a role that the salesman has to

. From the manufacturer’s point of view, ol tlia_t:e;mits.lis. gross -

hundred concerns him little, so long as he reaches it at the same

" sales cost and-can;continue to do so. But as to-the number of sales-

meén used, the salesmen and the manufactuser are in conflict, For

salesman is & competitor'of every. other, and thus strongly inter-

| est‘ed_,_i‘_g;m;ipimlzii'ig'ﬂ:c sales forco, That is, not only will each

1

~ sales. Whether he reaches a million:a-year with ten salcsmen or a -

‘assuming a finits mharket: (hardly ain- unrealistic assumption), each -

-€1T-
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 seller fight for a larger split of whatever returns there até on his _ _ Pyramid-Sale swindle all. the entrepreneuir ned do is talk a.1a e
sales, but he will also fight for a sestriction upon the mdber of- nusber of peaple into doing a-sales job for bim at a prict to e
: eritreprenenr materially less than the ordinary wages for such 2 job,

people trying to get those sales, If you were to biiy o rabbit hunting ~
license for a particular place, the price would naturally be set with' the difference being: made up in plausible ‘helpings: of pie from

 relation to the nuniber of rabbits, fhicir rate of increase, and the _ someoneelse’ssky, -~ - . . . s ) .
amount you could fogally tako over any tline period. You would at ) : Heie's the way it works, The. Pyramid. opérator presents to a
least want the price lowe, and you might not went the ficenss st prospeotive seler ‘chance to sell wigs and to sell others.on scll

oll, if competing hunters were likely to ‘multiply as fastoas their : ing'wigs, In many of the operations, the prospect was obligated to
targets. . S - pay a cash fee for the.oppartimity to Join, with the amount of the.
But what if the deal is this: as a distributor you can sell the . fec telated to the height of one’s initial place on the system'’s pym-
goods to consumeés, and you can also sell the tight to sell the goods mid; But that technique, since-dt had to pry actual money from the
to other sellers, who in tumn also-get both those rights, ad infinitum. ' shark,démanded g grest deal of showmanship on the-part of the.

" entrépreneur<sfilms, revivalist-type-mass mestings, and so on. It

Selling the right to sell—that is, slling selling to other sellers—is :
all this were. well done, vast profits could accrye- to the conman,

not a “cold canvass” (that is, a pool of potential custorners made

up of uninterested strangers). at all, or at Teast not “to the same - but simpler-and less dramatically demsnding variants were (and
extent, You have friends and your friends have friends, who in turn . are) also lucrative, In the BeeBee version, for example, noentry fee
also have friends.. I€ you talk five friends into each recruiting five was charged; the mark merely. had to buy a_relatively small amount
fricnds of theirs, and each of tliose persuades but fivé more, there of initial inventory. . : L -0 L
. will then be one hundred and fifty-five people working for you. (1f ' Let us say that the mark is to"get his inventory st 40% below ..
anyon¢ cares, the formula for -hgw many will be-{ii on the deal at ‘ retail, Thus his gross profit on every.$1,000 sold would be $400, But.
S 3 ‘ doot-to-door selling is hard.work stid demands not inconsiderable
the cnd. of this third level is Ex", _wherc x as. the ngmbcr each saleimanship talénts, One can make a i viog, but one dotan't move’
 person signs-up and n'is the level. At the end of ten levels, with - a thousand of inventory in.a %ﬂlm one is very, very good, and
x = 5, the number in the game reporting. to you is 12,207,030.) If no one can bié that good very . In other words, if all one were
you get some rake-off on all the business they do, your eamings dre selling wete the goods, the job would be-a job, to be chosen from
no longer limited by the amount of time and labor you cani expend o among, the genera] pool of options avalable for what is known. as
on selling goods, More importantly, neither are your regruits’ eam- eamningaliving, . .- .. S
ings limited by theit labor, for they can ‘do the same thing you are But what if the-fnitia} presentation to the snark, while: taking
doing. You can, that ls, get them into the plan at bargsin prices - note of the possibility of making profits by selling the goods door-
for the same reason-you were initially-willing to join. o to-door, emphisized the otlier aspect of the conman’s “plan”: not
At bottom, .of course, this variety of Pycamid Sale is no differ- ‘ only will one eain 40% on-onne's.owrn personal sales, but one can
ent from Sonnenlieb's. In fact, at rock bottomn it is no different also eatni, s a “General,” 5% on the sales of one’s Colonels, 7% on
the salés of one’s Majdrs, 9% on the salés of one's Caplains, 12%. -

from @ Ponzitype Ponzi—that is, 4 chain letter with a plausible :
chute to the outside world through which profits can slide into the on the salés of oae's Lieutendnts, and 15%on the sales of one's
system, But the bottom lsn't what counts; it's. the surface that : troops—riot to mention 3% on the sales of other Generals “directly
makes all the difference. For to be profitable, an operation, like - sponsored” by onegelf, And what if that presentation wefe accom-
BeeBee's need not take from Hie matks even a promissory note. It panied by.a bit.of gtor Wtdfmphiﬁ Jooking something like the
illgstration: on. page 106, That is tha-picture-of an ergshization

need not take from them anything—except the differential mar- . strats ‘ .
ginal utility of their labor. That i, to prosper while running 2 which; by:the time it teaches this fourth lével, has 155 pditicipdnts

—————— . a——t
e,
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operating under the matk {and Jane), on all of whose labors the'-

" mark is earning a nioe override, And it will, of couise, not be all |

that hatd to intetest those 155 in participatirig, because they. too
can work their way into the kind of slot now occupied by “Your and

ane.” : -
J When one finishes tacking actual pumbers of projected sales

onto a chart like that, what emerges is not some ratty $100 or $200
ot even $300-a-week job, but really. matvelous figures: $50,000 a
year, or $80,000, or $120,000, Sure, it's not a certainty, No such
pyramid may build for the mark, and he is even usually wamed
(sort of) about that. But there is a chance of real riches, and it
does look so easy once one looks at the pretty picture; doesn't it?
But, as we know by now, it fsn't easy at all—-no casier, in fact, than
“earning out” one’s vacuum cleanct system. "~ ,
We can now retim to our typical mark, Let us. say that, on
the basis of such blandishments, he invests $500 to get goods with
a reteil value of $1,000, It is altogether possible that-he will even-
tually sell out his inventory, and he might even buy and sell con-
siderably more. But he almost certainly would not originally have
entered the scheme at the same price if not for the delusive hope’
that he could recruit others to sell for him and that they could
do the same thing, and so on (just as Sonnenlieb’s matks would

not have signed up to buy quartz broilers dt $500. each unless they -

Public Spectacles- L
Tong chain of later participantsto cut the

believed in a Sufficiéntly

 real price to them to zero). Thus, cven {f the. mark stays in the
prograin and continues selling, it is not because he has not. been

swindled, but because the swindle -was complete as soon as he
signed on., That is why it does not really make much difference to

. the achievement of substantial success in a modern, post-Sonnen- -

lieb Pyramid Sale swindle whether the marks buy in with any cash

. gt all, a3 long as they come in with themselves. - :

"*This thechanism can be made clearer by referring to' that fine

" old in-stote swindlé, the Bait-and-Switch sale, Let us say that I take
an ad in the 1odél paper advertising 21-inch Zenith television sets’

for $250 (thelt riormal market price being, say, between $290 and )

$310). You come to my store to buy one, When you get there the
scene goes ‘xomqtbhigrlike- this - . e

" You: - Illtake oneof t;hosel$2502mitb.s'.. o

Myﬁhlgsméh: ~(Whip hiag been fnstructed that the éné Zenithon-

sale i nafled to the floor and if hesells i, he'd -
better find work elsewhere) Yot want one of
. those? - - o
. You: Why'stiouldn't1? . N '
* M. (Putting on a pretty good performance of hunted -
furtiveness) Look, buddy, you don't want one of
. thoge, They wete in the Scranton flood {or, “Their
tubes are busted”; or, “Their chasses are sprung’~—
.. oranything elehe can think of],
You: Oh? RS T
_MS.: Comgon. Illshow you some honest stuff.

Let us assume that the salesman thereaftor z'ells'yoﬁ a $300

. television set for $300, Have you been swindled? Yes..In fact, you

were swindled the minute you were moved to voyage to that store

" rathet than any-cther.. Once there you had"already speat time,
labor, and money to go there rather than elsowhere, That you got

o “fair™ dea) there means Jittlesiyou were defrauded of the “sunk

cost” of going there mther than elsewhere the minute you went.
 1f yéu had left that stées Without buying, whatever you bought

eliewhere would have'had tacked onto:the price you paid a second

LS
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shopping cost. That is, the value to you of the TV set: ¢quals its
value as a thing, minus its’ price, minus thé cost of going-and
gettinig it;. when you get it elscwhere it is worth less; for its value
then becomes tself; minus its price, sinus twvo shopping costs
(including the emotional cost of “shopping gtress”). - -
Now notice, once again, that the critical coni move was -that

initial push in' the right direction; damping the later impulse to-

unbuy takes further energy. But an inatoté sale inhétently inyolves
. less cunning than & more long-term, bigger-ticket congame. Not
only are salesmen trained precisely in closiiig with 4 customer once
he-is lured into the store (more ori this Tater), but once the cus-
tomer {s there he is, in effect, a partial pritoner in a sott of spatial

- monopoly, Put at its most -abstract, what happens to 2 customer
in a store is very like what happens.to 4 persort in coguitive-
dissonance and surik-cost-fallacy situgtions: the present and actual
has a competitive advantage over the future and hypothetical, The
stock 1 already own appears somehow different from any. other I

might own simply because 1 have already invested in it and it is

there. Once 1 am in an Apcient Estate dodge, the post bility of
prospeting through it scems better than that attending any alterns-
tive uses of my money, Or.to put it another ‘way, whatever alter-
niatives there are, are not around to present themselves as alterna-
tives. ‘ : :

Once I.am in a particular store, the same effect takes over,
perhaps in an-even clearer way. Once I am at Mad Man Morris’s,
the universe of choice begins to seem limited: to-what s there, It
is constricted to his kind of goods (instead of sll other possible
uses of my money) and his examples of those goods (rather than
everyone clses), Once 1 am there, only what is,lso there is there
with me, The contours of choice are, therefore, distorted: there is
a téndency in favor of finishing one’s business wherever one already
is without regard. to any nonpresent alternatives. Thus; eliciting a

move in a particular buying direction creates momentum n favor

of a patticular sale,  ~

In the case of Pyramid Sale marks, the same mechanism is at
work, Let us say that, in pulling a Bait-and-Switch, instead of offes-
ing you a product bargain, 1 offer you a job bargain. Let us say that
everyone is offering $100 2 week for a particular job, and I offer
$100 plus 1% of sales. You come to me and take the job. At the

end of the fint week I tell you that the 1% was misunderstood;

[,
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i¢s only paid én sales over $50,000 per weck. Have gou been taken,
* even th__ough-ydt:prﬂoiﬁg'topt the “going rate” .of $100 por week?
OF couirse; you'te now committed to the extent of the cost of

chaniging ditection (amd job):after. having slrcady made a changs

- and's Gommitment; In-fact, i 1.am-a really shrawd mat, 1 should

pay you 1éss than $100 by an amiount eq to the cost to you of
recommitting yo melf- and- changing your mind.. For to you, not
leaving i such circumstances will: still maximize your return a8
compdted to jeaving, The larger. , [ can’ '
and still have you come out ghead—that is, ahead of where you'd
bs 1f-you' fled my web after haing gotten stuck in it, rather than
avoided it in the first place. And that perception (sisbliminal as it
might be) makes ft bard.sationally to evaluate the alternatives,
The job is here, while the altemilives are nowhere.

. That, essentially, is how the- post-Sonnenfieb Pyramid Sale
schemes work. Some of the best-known do make you invest sub-
stantial sums of rhoney for the right to recruit. Some others get
you hooked by a significant fnvestment in inventory that you must
sell (no mattet whit the labor involved) or cat. But those two
moves are not abisolistely necessary, It is enough for a modestly or
even generousl% profitable swindle :
tionlly comm '
employment. Hé will havé gotten- your labor value.at a cut sate

by promising recruftmient profits which' cannot, mathematically,

be delivered) and thus will have attained a competitive advantags

" ovet all othét sellers. ‘That the loss to you is subtle—amounting to
£4ing it ti opportunitycoit comp i T
~does not makeé !ge

tunity-cost comparisons of your own labor
doés not mal pfofit to' him any less real. He has manipu-
lg@d_~yqn’§ntp stlling wigs door-to-door, something you would never
have done if all you-could expect to eam were the niormal profits
from such extraondinisrily hard work.. ' - Lo

7 Swindltng / Selling.

WIiTH TH1S CONSIDERATION of the most subtle of the Pyramid Sale

swinidles, the product.of 2 whole series of intellectual refinements
upon the basic foves of the Prisoner gnd the Ponz, I shall end .. ~
my. explicit considération of the logical structure of classic bunco.

that.cost. the less I ean’ pay you -

_ le for the swindler to get you emo- ‘
jtedl to his organization over. any-other sautce of .
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