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of President. He shall be considered to be
such a candidate during the perlod-

"(1) beginning on the date on which he
(or such other person) first makes an ex
penditure (or, If later, on January 1 of the
year in which the election for the office of
President is held), and

"(2) ending on the date on which such
polltlcal party nominates a candidate for
the office of President.

"(c) (1) Expenditures made on behalf of
any candidate shall, for the purpose of this
section, be deemed to have been expended by
such candidate.

"(2) Expenditures made by or on behalf
of any candidate for the office of Vice Pres
Ident of the United States shall, for the pur
pose of this section, be deemed to have been
made by the candidate for the office of Pres
Ident of the United States with whom he Is
running.

"(3) For purposes of this subsection, an
expenditure shall be held and considered to
have been made on behalf of a candidate If
It was made by-

"(A) an agent of the candidate for the
purpose of making any campaign expedlture,

"(B) a polltlcal committee registered under
section 303 of the Federal Election Campaign
Act of 1971, the statement of organization of
which sets forth the name of that candidate.

"(C) a member of the candidate's Imme
diate family (within the meaning of section
608 (a) (2»,

"(D) any person authorized In writing by
the candidate to make expenditures on his
behalf, or

"(E) any other person, If the candidate
knew, or had reason to know, that such per
son was making expenditures on his behalf.

"(d) (1) For purposes of paragraph (2):
"(A) The term 'prlce Index' means the

average over a calendar year of the Consu-
mer Price Index (all Items-United States
city average) pUbllshed monthly by the
Bureau of Labor Statistics.

"(B) The term 'base period' means the cal
endar year 1972.

"(2) At the beginning of each calendar year
(commencing In 1974), as there becomes
avallable necessary data from the Bureau of
Labor Statistics of the Department of Labor,
the Secretary of Labor shall certify to the
Attorney General and pUblish In the Federal
Register the per centum difference between
the price index for the twelve months pre~

ceding the beginning of such calendar year
and the price Index for the base period. Each
amount determined under subsection (a)
(1) shall be increased by such per centum
difference. Each amount so increased shall
be the amount In effect for such calendar
year.

"(e) Within sixty days after the date of
enactment of the Federal Elective Office
Campaign Act, and during the first week of
January 1974, and every SUbsequent year,
the Secretary of Commerce shall certify to
the Comptroller General and publlsh In the
Federal Register an estimate of the voting
age population of each State and congres
sional district as of the 1st day of June next
preceding the date of certification.

"(f) No person shall make any charge for
services or products furnished to, or for the
benefit of, any candidate in connection with
his campaign for nomination for election, or
election, In an amount in excess of $100 un
less the candidate (or a person specifically
authorized by the candidate In writing to do
so) certifies In writing to the person making
the charge that the payment of that charge
wlll not exceed the expenditure lImitations
set forth In this section.

"(g) The Comptroller General shall pre
scribe regulations under which any expendi
ture by a candidate for presidential nomina
tion for the use In two or more States shall
be attributed to such candidate's expend1-

ture llmitatlon in each such State, based on
the number of persons in such State who can
reasonably be expected to be reached by such
expenditure.

"(h) Any person who knOWingly or wllllngly
violates the provisions of this section shall
be subject to a fine of $10,000 or to imprison
ment for a period of not more than 1 year,
or both."

(b) section 591 of title 18, United states
Code, Is amended by striking out "and 6U"
and Inserting "6U, and 614."

(c) The table of sections for chapter 29
of such title is amended by adding at the end
thereof the following new item:
"614. Limitation on expenditures."
LIMITATION ON CONTRIBUTIONS BY INDIVmUALS

SEC. 6. Section 608(a) of title 18, United
States Code. Is amended by redesignating
paragraph (2) as (4), and by Inserting after
paragraph (1) the follOWing new paragraphs:

"(2) No indiVidual shall make contribu
tions in excess, In the aggregate, of $5,000 to
any candidate or to the polltical committee
authorized by the candidate to receive con
tributions for him, or otherwise for the
benefit of that candidate In connection with
any of his campaigns.

"(3) The limitation on expenditures im
posed by this subsection shall apply sepa
rately to each primary, primary runoff, gen
eral, and special election campaign in which
a candidate participates."
INCREASE IN TAX CREDIT FOR POLITICAL CON

TRIBUTIONS

SEC. 7. (a) Section 41(b) (1) of the In
ternal Revenue Code of 1954 (relating to max
Imum credit) Is amended by striking out
"$12.50 ($25 in the case of a joint return un
der section 6013)" and inserting "$25 ($50 In
the case of a joint return under section
6013)".

(b) The amendment made by subsection
(a) shall apply to contributions the pay
ment of which is made in taxable years end
Ing after the date of enactment of this
Act."

By Mr. DOLE (for himself, Mr.
CURTIS, Mr. YOUNG, and Mr.
BELLMON) :

S. 1938. A bill to extend the time for
conducting the referendum with respect
to the national marketing quota for
wheat for the marketing :vear beginning
July 1, 1974. Referred to the Committee
on Agriculture and Forestry.

Mr. DOLE. Mr. President, the Agricul
tural Adjustment Act of 1938, as
amended, requires the Secretary of Agri
culture to conduct a referendum prior to
August 1 of wheat producers as to
whether they favor or oppose the wheat
marketing qota he has proclaimed for
the coming year.

The Department of Agriculture in
formed me this week that they will com
mence the printing of the ballots for this
referendum soon. After due considera
tion that the Senate will take up the Ag
riculture and Consumer Protection Act of
1973 (S. 1888) next week, and that this
program would suspend the requirement
for this wheat referendum for 5 years,
I am introducing, with the cosponsorship
of Senators CURTIS, YOUNG, and BELLMON,
a bill that will allow the Secretary of
Agriculture to conduct this referendum
at a later date. In the event a farm bill is
not passed, a referendum is still required
by October 15 or within 30 days after ad
journment sine die.

The need for urgent action is obvious,

and I shall urge prompt committee action
so that this legislation may be returned
to the floor next week for passage.

By Mr. MONDALE.
S. 1939. A bill to prohibit pyramid

sales transactions, and for other pur
poses. Referred to the Committee on
Commerce.

Mr. MONDALE. Mr. President, today
I am introducing legislation designed to
protect the consumer public from what is
rapidly becoming the ':consumer fraud
of the 1970's"-the pyramid sales opera
tion.

Last year, I introduced similar legis
lation, aimed at ending these fast-grow
ing practices. Since then, I have consulted
extensively with a variety of Govern
ment and industry groups, In particular
with the National Association of Attor
neys-General. In my own State of Min
nesota, Attorney General Warren Span
naus has been a leader in the crackdown
against fraUdulent pyramid sales opera
tions. His leadership-and the need
which he and many others have ex
pressed for strong Federal legislation to
aid them in their struggle against
pyramid sales schemes-has been vital in
this fleld.

In the world of consumer fraud, the
faces change but the vice remains the
same. The Wisconsin Supreme Court has
accurately described today's pyramid
sales operation:

However long the scheme lasts, It wlll In
fallibly leave a greater or lesser crowd of
dupes at the end with no opportunity to
recoup their losses because the bubble has
at last burst. It contemplates an endless
chain of purchasers, or, rather, a series of
constantly mUltiplying endless chains with
nothing but fading rainbows as the reward
of those who are unfortunate enough to be
come purchasers the moment before the
collapse of the scheme. Whlle contemplat
ing large gains to the original promoters
and early purchasers It necessarlly contem
plates losses to the later purchasers; losses
increasing In numlber with the greater suc
cess of the scheme. . ..

That description of chain selling was
made in 1906. Nearly 70 years later. we
find ourselves in the midst of an epi
demic of vicious chain selling enter
prises, which William J. Casey, former
Chairman of the Securities and Ex
change Commission, estimated last fall
had taken over $300 million in invest
ment money from the American public.

The operation of pyramid selling
schemes has many, often complex vari
ations. However, the basic scheme fol
lows a recognizable general pattern.

The organization through which pyr
amId selling operates is composed of a
number of different marketing levels.
Consumers make an initial investment in
one of the lower levels in the organiza
tion. For the money paid, they are given
an inventory of the product which the
organization is ostensibly organized to
promote. The retail value of this initial
inventory is usually considerably below
the cost of the investment required.

These initial recruitments are made at
promotional meetings, which are them
selves an objectionable feature of these
schemes. A wide variety of deceptive,
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As with any chain selling device, how

ever, promise and performance are usu
ally very different. Although a certain
number of individUals who are into the
chain at an early stage do make money
occasionally large amounts of money
the essential vice of these operations is
that of any chain referral scheme: There
are simply not enough bodies to keep the
chain in motion.

Thus, if one person recruited six
"friends" into his scheme, and if this
friend obtained six more friends, and if
this process were repeated for a total of
nine times, the number of people in the
chain woUld total 10,077,696. Obviously,
this is a process which cannot be sus
tained. Unfortunately, however, those
who enter this operation after the first
few steps in the chain find that out only
after a SUbstantial investment of money.

There is no doubt that the net effect
of these types of promotio~s results in
large losses to the consumer public. The
Pennsylvania Bureau of Consumer Pro
tection obtained information from Dare
To Be Great, Inc., concerning their op
eration in Pennsylvania. They concluded
that only 26 percent of the money in
vested in Dare To Be Great by Pennsyl
vania residents had been recouped by
investors-only $356,700 out of $1,358,
300. In addition, a New York deputy at
torney general who investigated Koscot
International, another one of Mr. Tur
ner's enterprises, reported that of 1,604
distributors and sUbdistributors in New
York State, only 79 had earned more
than $5,000 during the year under study
and only 10 had earned more than $20,
000. This was in an operation in which
every investor was promised-before he
invested-that he woUld make at least
$100,000 per year.

The investigator in New York reported
that if all the people in the New York
program were to make the promised
$100,000 per year, "at the end of the
first year at least 150,000 new distribu
torships would have to be created and at
the end of the second year New York
alone would have to have 150 million
distributors."

These pyramid sales operations are a
major consumer problem which largely
remains unsolved today. The vice chair
man of the Consumer Protection Com
mittee of the National Association of
Attorneys General, in a letter to me,
called these operations "perhaps the
most serious pending consumer fraud
problem." Bruce Craig, assistant attor
ney general in Wisconsin, stated in a let
ter to me that-

It has been by personal experience. gained
from contacts with many other attorneys
general of their assistants, that these chain
schemes have caused more concern among
state enforcement otliclals than any other
form of white collar offense.

At both the State and Federal levels,
there have been significant steps taken
to combat the problem.

Indeed, the operations of Glenn Tur
ner-once the largest and most "success
ful" of the pyramid sales operators
have largely been halted as a resUlt of
a recent settlement of claims arising
against his corporations. Under this set
tlement, 75,000 claimants would divide

high-pressure sales techniques are used
to recruit new investors, including the
planting of shills in the audience, who
prominently display wads of large bills
and promise the potential investor that
the road to easy riches is at hand.

In one pyramid sales operation, those
trying to recruit new members are ad
vised to "buy a Cadillac, assure every
body you're making a fortune, hand out
big checks at opportunity meetings, ad
vise people they better get in fast because
only a few slots are left." Prospective
investors are bombarded with profes
sionallY staged selling talks from these
shills, with the result that potential in
vestors cannot make a rational choice.

Once the initial investment is made,
the investor is encouraged to move UP
along the various marketing levels of
the company-investing more money at
each step-on the promise that he will
be able to share in the allegedly lucra
tive amounts of money to be earned
through the recruitment of still others
to join the scheme. In the pyramid sales
operations, it is made clear at the pro
motional meetings that the real "oppor
tunity for riches" comes not from selling
the product or service ostensibly pro
moted by the operation, but rather from
inducing others to join.

As the Securities and Exchange Com
mission states in its complaint against
"Dare To Be Great," one of a number of
pyramid selling operations promoted by
Mr. Glenn W. Turner:

As part of said scheme the defendants
through Dare To Be Great purport to market
a series of tape recorded, self-improvement
courses, which are designated "Adventures"
I, II, III, and IV. The Marketing of said
courses is but the vehicle by which defend
ants involve the purchasers therein in their
centrally directed, nationwide, pyramid-sell
ing scheme, whereby said investors are in
duced by the promise and expectation of
fantastic income to invest their money for
the right to introduce others who will in
turn be similarly induced by the defendants
to invest and bring st1ll other investors into
the pyramid . . .

An investor at the Adventure III level is
induced to -pay an aggregate of $2,000 pri
marily upon the promise of an opportunity
to share in proll.ts derived from his introdUC
tion of other investors that the defendants
recruit either at the Adventure I, Adventure
II, or Adventure m level. An investor at the
Adventure IV level is induced to pay an ag
gregate of $5,000 primarily upon the promise
of an opportuntty to share in profits derived
from his introduction of investors that the
defendants recruit at any Adventure level.

In this operation, an investor who
wishes to rise to -.the top marketing level
must pay an aggregate of $5.000. Of that
amount, a total of $3,800 goes to previous
investors who are paid huge fees for re
cruiting others to their ranks. In another
sim1lar operation-Holiday Magic-a
person wishing to attain the top market
ing rank-"general distributor"-must
pay $4,000, of which $3,000 goes to the
previous "general distributor" who
"sponsors" the new person wishing to
attain this rank.

The motivation all along the chain,
therefore, becomes that of recruiting
new bodies to join the chain, thereby
reaping the large amounts of money sup..
pOSedlY to be derived from this recruit
ment of those further along the chain.

CXIX--l128-Part 14

about $3 million, after Mr. Turner had
turned his existing assets into cash.

However, the terms of this settlement
were the resUlts of complex negotiations
and lawsuits which may prejudice the
rights of many people defrauded by Mr.
Turner to the full amounts which they
deserve.

In addition, for each Glenn Turner
whose operations are halted as a re
sult of long and complex litigation or
other proceedings, other pyramid sales
operations appear which are equally vi
cious and which together are taking an
ever-increasing toll on the American
consuming public.

Federal Trade Commission action
against William Penn Patrick, whose
"Holiday Magic" group of companies is
now the largest operating pyramid sales
scheme, has consumed 3 years with no
final resolution yet achieved. The com
plexities of this litigation point to the
need for a clear, prohibitory Federal stat
ute to help eradicate the pyramid sales
problem.

While Federal agencies have pursued
actions against the major pyramid opera
tions with diligence, the statutes under
which they operate often preclude SWift,
effective action to eliminate the pyramid
sales device and provide fUll individual
recovery.

In addition, State attorneys general
have begun vigorous enforcement against
some of these pyramid operations. Ap
proximately 20 States currently have
laws dealing with the pyramid sales prob
lem, and 42 States have begun some legal
action against one or another of Mr. Tur
ner's enterprises. Over half a dozen
States have legal action pending against
the "Holiday Magic" group of companies,
which is now the largest pyramid sales
scheme currently transacting business in
the United States.

In Minnesota, Attorney General War
ren Spannaus has vigorously pursued
pyramid sales companies which have
taken approximately $4 million from
Minnesotans since 1970. Last fall, the
attorney general obtained convictions
against Holiday Magic and two of its
local distributors in the first criminal
case which has proceeded to trial.

Yet, despite his success in obtaining
injunctions and criminal convictions, At
torney General Spannaus has written me
of the need for Federal action:

Although we have been highly successful,
the efforts of this otlice have not eradicated
the pyramid sales problem in Minnesota.
Bordering states have different types of
mUlti-level and pyramid sales regulations or
prohibitions, and in some cases, have no
legislation at all. The companies we have
stopped in Minnesota move to North Dakota,
or some other neighboring state, and lure
our citizens across the border. To fully pro
tect the Minnesota inve~tor, Federal action
is necessary ... Each month new pyramid
sales and multi-level distribution schemes
are developed. Unquestionably, there is a
need for uniform Federal legislation which
wUl protect all consumers from the evils of
pyramid sales distribution. I consider tEe
need for this legislation to be immediate.

This percent need for Federal action
is shared by others who have been active
in fighting pyramid sales organizations.

Dean W. Determan, vice president for
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Government and Legal Affairs for the
Council of Better Business Bureaus,
stated in a letter to me that-

While the Federal Trade Commission and
the Securities and Exchange Commission are
both taking actions in this sphere of business
activity, their rules and orders are directed
against individual companies and promoters,
and each action takes a long time to accom
pllsh.

And Douglas R. Carlson, assistant at
torney general in Iowa, has written me
that-

As soon as a company Is run out of one
state It then Increases its activities in other
states and may even form an additional cor
poration and go back Into the state banned
in, forcing that state to bring additional
litigation against each new corporation
brought into existence. This type of indivi
dual state attack has also resulted in a situa
tion where such companies are now concen
trating their actiVities in states which have
no prohibitory legislation against their ac
tivities. Many companies are now conducting
heavy drives to fly, but or otherwise Induce
residents of other states to travel into states
their actiVities are not prohibited in, there
to be given the company's sales pitCh.

There exists a definite need for effec
tive Federal legislation to alleviate this
problem.

Any such Federal legislation, however,
must be aimed squarely at the fraudulent
pyramid sales operation, and not the
many legitimate corporations which sell
products or services using commissions,
door-to-door selling techniques, or legiti
mate franchise arrangements.

The Council of Better Business Bu
reaus has developed a number of yard
sticks by which to separate the legitimate
from the fraudulent multilevel sales cor
poration.

Among these are whether the com
pany promotes retail sale of its product,
or whether it stresses unending recruit
ment of distributors; whether there are
promises of high potential earnings
made; whether the company requires
more than a minimal initial inventory at
relatively low cost to become a distribu
tor; and whether the firm will guarantee
in writing that any products ordered
but not sold will be bought back by the
company within a reasonable period of
time for a certain percentage of the price
paid.

The basic vice of the fraudulent
pyramid sales device is the combination
of limited or minimal emphasis given to
sales of products or services to the con
suming public-as distinguished from
resale between various levels of the
pyramid sales operation-and the heavy
emphasis on the alleged profitability to
be derived from recruitment of other
"bodies" to join the endless chain.

The legislation which I am introducing
today imposes criminal and civil penal
ties on those fra.udulent pyramid sales
operators who prey on the public with
unfounded presentations of future earn
ings through endless chain promotions.

This legislation would provide for a
fine of up to $10,000 or imprisonment for
up to 5 years, or both, for those selling or
attempting to sell a participation in a
pyramid sales scheme.

In addition, any person who induces
another person to participate in such a
scheme shall be liable to that person for

twice the amount of the consideration
paid, and recovery of court costs and
reasonable attorney's fees.

Pyramid sales schemes are defined by
the proposed legislation as including any
plan or operation for the sale or distri
bution of goods, services, or other prop
erty which contains any provision for in
creasing participation in the plan,
through a chain process. This chain proc
ess is further defined to include payment
of valuable consideration for the right or
opportunity to either receive compensa
tion for introducing one or more addi
tional persons into participation in the
plan--each of whom receives the same or
a similar right or opportunity-or to re
ceive compensation when a person intro
duced by the participant introduces one
or more additional persons into partici
pation in the plan--each of whom re
ceives the same or a similiar right or op
portunity. In this definition, payments
based on sales at retail to ultimate con
sumers are specifically excluded from
coverage as an illegal activity.

This language seeks to isolate out the
fraudulent pyramid sales operation,
while not affecting the hundreds of legit
imate corporations which do business us
ing commission arrangments or fran
chise organizations, in which the pri
mary aim is sales to the consuming pub
lic, rather than recruitment of additional
persons into an endless chain system.

The proposed legislation also provides
that either the Department of Justice or
the chief law enforcement officer of any
State in which an illegal pyramid sales
practice has occurred may seek injunc
tive relief in the U.S. district courts.

This combination of remedies-prose
cution by the Department of Justice of
criminal Violations, action by an ag
grieved person to recover double dam
ages plus costs and legal fees, and suits
brought by either Federal or State au
thorities to gain injunctive relief-af
fords the variety of procedures needed
to protect the consumer public and offer
relief to those who have been defrauded.

The injunctive relief provisions are
particularly important in view of the
tendency of many pyramid sales opera
tions to deluge a State with a quick, mas
sive sales attack. Unless State or Federal
officials can gain quick injunctive relief,
consumers will be defrauded of millions
of dollars before the plan can be forced
to stop operating in that State.

The legislation I am offering today
meets the need for a tough but flexible
statute to end these practices which take
millions of dolars from American con
sumers each month. By providing a va
riety of remedies, and by defining pyra
mid sales schemes to prohibit only those
operations which use fraudulent or im
proper practices, it offers hope of a quick
end to this recurring national consumer
fraud problem.

Mr. President, I ask unanimous con
sent that the text of this legislation be
printed in the RECORD.

I also ask unanimous consent that a
number of recent articles on pyramid
sales operations be inserted at this point
in the RECORD.

There being no objection, the bill and
articles were ordered to be printed in the
RECORD, as follows:

S. 1939
Be it enacted by the Senate and HotUe 0/

Representatives 0/ the United States 0/
America in Oongress assembled,

SECTION 1. As used in this Act-
(a) The term "sale or distribution" in

cludes the acts of leasing, renting, or con
signing.

(b) The term "goods" includes any per
sonal property, tangible or intangible, real
property, or any combination thereof.

(c) The term "other property" includes a
franchise, license, distributorship, or other
similar right. privilege, or interest.

(d) (1) The term "pyramid sales scheme"
includes any plan or operation for the sales
or distribution of goods, services, or other
property Which contains any provision for
increasing participation In the plan through
a chain process, whereby a participant pays
a. va.lua.ble consideration for the right, privi
lege, license, chance, or clpportunlty-

(A) to receive compensation for intro
ducing one or more additional persons into
participation in the plan, each of whom re
ceives the same or a similar right, privilege,
l1cense, chance, or opportunity; or

(B) to receive compensation When a per
son introduced by the participant introduces
one or more additional personb into partici
pa.tion in the plan, each of whom receives
the same or similar right, privilege, license,
c1la.nce, or opportunity.

(2) The fact tha.t the number of persons
who may participate may be limited, or that
there may be conditions affecting eligibUlty
in the plan, does not change the identity
of the plan as a pyramid sales scheme.

(e) The term "compensation" includes
payments based on sales, when such sales
are made to persons who are also particlpa.nts
in a pyramid sales scheme or are purchas
ing to become participants in such a. scheme.
but does not include payments based on sa.les
at retail to ultimate consumers.

SEC. 2. Whoever, in connection with the
sale or distribution of goods, services, or other
property by the use of any means or instru
mentalities of transportation or communica
tion in interstate or foreign commerce or
by use of the malls, knowingly sells or otIers
or attempts to sell a participation or the
right to participate in a pyramid sales scheme
shall be tined not more than $10,000 or
imprisoned for not more than five years, or
both.

SEC. 3. (a) Any contract made In violation
of section 2 of this Act Is void and any per
son or persons who knowingly Induce another
person to participate in a pyramid sales
scheme shall be jointly and severably liable
to that other person in an amount equal
to the sum of -

(1) twice the amount of consideration paid;
and

(2) in the case of any successful action
to enforce such liab1l1ty, the costs of the
action together with a reasonable attorney's
fee, as determined by the court.
The district courts of the United States shall
have original jurisdiction of any action
brought under this section. An action under
this sectlon may be brought within two
years from the date on which such consid
eration was paid.

(b) In any case Where two or more persons
induce another person to participate in a
pyramid sales scheme and thereby Incur a
liablllty under this section, the·· amount
Which such other person may recover from
any or all such persons is l1mited to the
amount referred to in subsection (a).

SEC. 4. Whenever It appears that any per
son is engaged or is about to engage in any
act or practice which constltutes a pyramid
sales scheme, the Attorney General of the
United States or the chief law enforcement
officer of the State in which the act or prac
tice occurred may bring. an action in the
appropriate United States district court to
enjoin such act or practice. The district
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courts .of the "United States shall have orIgi
nal jurlscliction of such actions and shall
provide appropriate reUef. Upon a proper
shOWing, the. clistrict court· shall grant a
temporary restraining order, or a prel1m1nary
or permanent injunction without bond.

SEC. 5. Payments for sales demonstration
equipment ..and materials furnished at. cost
for use in making sales and not for resale,
provided that .the total cost thereof does not
exceed $100, shall not be prohibited by thiS
Act. .

SEC. 6. This Act does not annul, alter, or
affect the scope or. appllcablUty of the laws
of any State relating to pyramid sales
schemes or similar distribution systems ex-.
cept to the extent that such laws are In
consistent with the provisions of this Act,
as determined by the Attorney General of the
United states.

PYRAMID SALES. ARE Now CHIEF. CONSUMER
FRAUD HERE,

(By Grace Lichtenstein)
James Green is an energetic black civil

servant in his 40's who signed on with a sales.
outfit called the P.RJ.C.E. Club in JUly, 1971;
He had visions of finally making :'bigmoney."
Today, James Green is $5,000 in debt and his
Ufe savings are gone. He is another victim of
the pyramid sales scheme.

Pyramid sales-those get-rich-quick busi
ness propositions that work on the chain
letter principle, involving an ever-increasing
number· of participants-are currently the
number one consumer fraud in the metro-
pol1tl1.n area. . .

Consumer protection officials in New York,
New Jersey and Connecticut say that despite
mounting .adverse pUbliCity in dozens of
states, including a $3.5-mlllion suit here
against a company called Holiday Magic, the
schemes are simply too a.llurlng for hundreds
of gulllble investors to resist.

"We explain to people that it's a fraUd, that
they'll probably lose money, that they'll wind
up cheating. their friends, and then we get
all through, they stlll say, "I'm going to try
it," says Howard J. Rubin, staff attorney for
the New York City Consumers Affairs Depart
ment.

The department has identified at least 19
companies now allegedly involved in pyramid
ing here in the city. "There's a new name
every week," declared Bruce C. Ratner, the
department's lll.w-.enforcement chief. "Nearly
a third of our staff is bogged down with this."

And in Connecticut and New Jersey, offi
cials also report a growing pyramiding prob
lem. Last month NewJersey obtained $696,700
in restitution for residents who lost money
in Glenn W. Turner's "Dare To Be Great"
program, a motivational course. Mr. Turner
also created. Koscot Interplanetary, a cos
metics company ·l1ke Holiday MagiC.

Furthermore, the experts say that the
pyramiding companies, having been hurt
among white middle-class potential investors
by bad pUbllclty, are now concentrating with
great success on blue-collar and white-collar
blacks and Puerto Ricans.

In several of the..operations, investigations
have turned up alleged frauds-within-frauds,
Involving, among other things multiple bank
loans and planned bankruptcies.

The story of the P.R.I.C.E. Club Is, in some
ways, typical of many unpublicized pyramid
ing companies.

The club was formed in Massachusetts in
1970 as a discount buying club, offering $10
yearly memberships that supposedly would
entitle consumers to fat discounts on mer
chandise in selected stores.

Under this scheme, potential investors are
told they can make huge sums of money for
an Initial investment of up to $5,000. They
buy "distributorShips"; to make back their
investment, they must each sign up stUl
lower-level distributors, and so on. At the
bottoIIiofthis lnflnite pyramid are the sales
men selllng membership cards in the club

(or in the case of other pyramid schemes,
cosmetics, gasoline additives, clothing, wigs,
etc.) .

The basic pyramid scheme has been labeled
inherently fraUdUlent by almost every con
sumer protection official in the country. Vir
ginia H. Knauer, the White House consumer
adviser, explained why In a recent speech:

"The bubble bursts just llke the old chain
letter. The problem is that within a short
period of time mathematically one runs out
of people [to sign up]. Two [original dis
tributors] carried to the 29th power equals
the approximate popUlation of the United
States."

In Massachusetts, P.RJ.C.E. Club qUickly
came under survelllance by the Attorney
General. But before any legal action could
be taken, the club declared bankruptcy in
March, 1971, and left the state.

That same summer, P.RJ.C.E. Club Inc.
headed by a Long Island entrepreneur named
Roy Jaeger, became active in New York, work
ing in almost the same way as the Massa
chusetts club.

Potential Investors like James Green were
inVited to "opportunity meetings"-sales
sessions, usually held in respectable hotels,
In which frantic pitchmen described the pot
of gold awaiting distributors.

James Green (that is not his real name)
said he was told he could make $4,000 in
three months for an initial investment of
$105 just for selling membership cards. Soon,
he was lured Into a bigger investment for a
distributorship.

Mr. Green did not have the reqUired $2,500
in his savings account. That was no prob
lem, the club officers told him, because
First National City Bank was writing per
sonal loans for just such investments.

In fact, the August, 1971, club newsletter
advertised such loans saying that "after
thorough investigation" the bank had found
the club to have "definite value." City-bank
loan applications were prominently displayed
at "opportunity meetings."

Mr. Green and at least 17 others got City
bank loans. Last week, a bank spokesman
said that the bank "didn't know" the club
was involved in pyramid sales. "We did not
know it was a fraud. Should we investigate
the proceeds of every loan?" the spokesman
asked. He added that the club had been rec
ommended to the bank as a good outlet for
loans by one of the bank's "good custom
ers!'

With his loan, and subsequent loans, Mr.
Green and other distributors enthusiasti
cally went about luring friends, relat·lves
and colleagues into investments. They also
tried to line up additional stores at which
members could get discounts. They were
promised a cut of all commissions paid by
the store to the club on member sales.

According to Mr. Green and other distrib
utors, all of Whom asked to remain anony
mous because of their embarrassing finan
cial predicament, a black man named Arthur
Moore, the club's sales manager, played a
major role in lining up investors, about 80
per cent of whom were black.

By January, 1972, the club was having
d11llculties. Members complained that the
cliscounts they were getting were tiny; dis
tributors were not getting their commissions.

In June, 1972, the club filed a Chapter XI
petition in bankruptcy court, a procedure
that allows a debtor to retain possession of
his company. By this time, according to John
Snyder, a Brooklyn man who Is president of
the distributors' association, there were
about 700 major and minor investors in the
scheme.

At the same time, Mr. Jaeger's lawyer,
WnUam J. Henry, negotiated a deal turning
over operations of the old club to a new,
separate one, P.R.I.C.E. Club Ltd., headed
by WUliam J. Peters.

Thus, the new club was able to continue
to soHcit without paying renewals and col-

lect commissions from stores Without paying
anything to the distributors, whose con
tracts were with the old club. The old club
was finally adjudicated bankrupt last No
vember.

The clistrlbutors attempted to get help
from the bankruptcy referee, Edward J. Ryan,
and from consumer agencies by charging In
person and in letters that the bankruptcy
had been planned all along, just as It had
been in Massachusetts, that Mr. Jaeger and
others had somehow made $600,000 in funds
disappear, that the new P.R.I.C.E. ClUb was
swindling them out of commissions and that
the old club had used a false business ad
dress.

The letters to Mr. Ryan were never an
swered, aecording toMr. Snyder.

QUESTION OF JURISDICTION

Consumer protection agencies offered the
distributors Uttle relief, saying they were
not sure they had jurisdiction over the case.
When the distributors complained to Attor
ney General Louis J. Lefkowitz, they were
told to try District Attorney Frank S. Hogan.
Mr. Hogan's office told them to try United
States Attorney Whitney North Seymour Jr.
Mr. Seymour's office told them to try the
Federal Bureau of Investigation. The F.B.I.
is now looking into the case.

The city'S Consumer Affairs Department
sent form-letter repUes to two letters. Mr.
Ratner, the law-enforcement chief, explained
that the department felt it would have only
a slim chance of getting re1'unds from a
bankrupt company.

"Our strategy was to get the biggest
[pyramider] and make an example of It," he
said, referring to the city's suit against Holl
day Magic.

Roy Jaeger, the old club's president, now
lives in Florida. Attempts to find him there
were unsuccessfUl and his lawyer, Mr. Henry,
was unavailable.

The old club apparently did Hst a false
address on its court papers--320 East 23d
Street. Neither Mr. Jaeger nor the club is
listed as a tenant in the modern high-rise
apartment building now, and the managing
agent, Goodstein BUilding Corporation, said
the building has never had such tenants.

NEW CLUB'S STAND

Mr. Peters, head of the new club, says
multilevel dlstrlbutionships no longer are be
ing sold. He says the old club's distributors
could start selling memberships again if they
wanted to, but have Instead made an attempt
In the bankruptcy court to get their money
back. The distributors say Mr. Peters will
not honor their cards unless they sign a new
agreement With him.

"I have no legal obligation to them," Mr.
Peters said in a telephone interview.

Mr. Moore, the old club's sales manager,
Is now president and a major stockholder
in a new discount buying outfit, the Diamond
Club, that says it does not use multilevel
sales. Mr. Moore says he personally lost
$18,000 in the P.R.I.C.E. Club. But he added,
"It's a tax loss." He has $60,000 invested In
the Diamond Club.

As for James Green, there no longer seems
a pot of gold at the end of the pyramid
rainbow. "We thought It would work." he says
now. "We were so naive. We were so gull1ble."

Alexander H. Rockmore, lawyer for the
bankruptcy trustee, summed up the entire
bankruptcy case by saying, "The whole thing
smells."

Mr. Rockmore said that the bankruptcy
court· could have done hardly anything to
help the distributors because, along with
other creditors, "under the Bankruptcy Act,
they're all equally stuck." The court. "should
have gone deeper" In Investigating the deal
that turned operations from the old clUb
over to Mr. Peter's new club, he said.

Of the Victims, Mr. Rockmore concluded
sorrowfully: "Unfortunately, the world is
full of saps."
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Crry STUDIES COMPLAINTS

The New York City Department of Con
sumer AlIairs is investigating complaints
about the folloWing companies allegedly
using pyramid sales:

Action Industries (fuel additive), Alex
ander Taylor (clothes), Amperlprise (home
cleaning products), Bestllne (soap products)
Bob Cu=lngs Inc. (vitamins), Cash-chek
(buying club), Dare To Be Great (motivation
course), Futurlstic Foods, Galaxy Foods,
Golden Products (household Items), Guard
lante (fire and burglar alarms), Holiday
Magic (cosmetics) , Koscot (cosmetics) ,
P.R.I.C.E. Club (buying club), Princess Club
of America (hosiery and cosmetics), Regency
Ltd., Sta-Power (fuel additive) and Steel
(fuel additive).

According to the department, one parent
company, U.S. Universal Inc., owns Holidays
Magic, Ameriprise, Sta-Power, Alexander
Taylor and Bob Cummings. Koscot and Dare
To Be Great are both Glen W. Turner enter
prises.

MONEY GAMES IN WASHINGTON

(By RUdy Maxa)
Getting rich, a sweet and ageless topic,

was the subject of J. C. Sorrell's oratory one
night last month. Speaking to an Arlington
motel meeting room filled with people,"
pudgy, bubbly J. C. brought his listeners to
their feet, chanting and screeching for all the
money they could make by playing the game
J. C.'s way. The next day I called Sorrell and
asked him to elaborate on his business, him
being a lecturer on getting rich and all.

"Business?" asked a surprised-sounding
Sorrell. "I'm a self-employed air conditioning
repairman."

Was he talking about air conditioning re
pair the night before at the Arlington motel
meeting room? (J. C.'s kind loves to speak In
motel meeting rooms.)

"Let me put you on hold for a minute,"
Sorrell said, sounding a little edgy.

Then a woman came on the line and asked
If Mr. Sorrell could return the call because
he would be on another line "for a couple
of hours."

J. C. Sorrell forgot to return the call. J.
O.'s kind often forgets to return calls when
uncontrolled publicity threatens.

The get-rich-quick urge Is alive and doing
quite well in America thank you. Perhaps
It Is the none-tao-subtle message of our
advertising which says you can (and should)
have everything Immediately-and you only
have to pay for It In parts. Perhaps It Is
the pecullar American Impatience with hav
Ing to walt for anything be It a fine dinner
or the next fUght. Maybe It Is feeling that
so many people have so much . . . except
you hamstrung by Inflation, taxes and
grublby necessities.

Whatever the reason, an on-the-run way
of doing business has emerged to cater to
anyone-undereducated or overeducated, fi
nancially desperate or financially comfort
able-Who feels that some fast money would
sure make things better. This method of
doing business Is called pyramiding: an In
dividual Invests in a company that grants
him the right to recruit more people Into
the company. For his recruiting he then col
lects a fat reward.

Most companies that have the look of a
pyramid about them work out of area mo
tels. Company names can be changed with
out having to repaint a sign on an office
door, rent Is paid only as space Is needed,
no listed phone is required. AndmobUlty Is
no problem for these men in flashy; double
knit suits, unborn-calfskin boots and beJew
eled hands which weave dreams of easy
money.

Favorite targets of pyramid hustlers are:
Warehousemen from Beltsville who have

found that a high school diploma doesn't
go far.

Young marrieds from the inner city Who
want a larger, safer apartment for their chil
dren.

Arlington computer programers who have
decided the future Is not in instructing ma
chines.

But Bethesda GS-I6s have been snagged,
too, and consumer agencies' files bulge with
tales of little folks on fixed incomes Who bor
rowed, invested and lost big money on a
passel of promises and glorious predictions.

The problem Is national, and now even
International. The Department of Consumer
Affairs in New York etty says pyramid
schemes are the No. 1 consumer fraud in the
city's metropolitan area.

Forty eight state attorneys general have
done battle with one pyramid company or
another. But the frays have been frustrating
ones for the prosecutors whUe the nation
wide take for the pyraIniders runs well Into
the hundreds of mlllions of dollars.

The reason few pyramid companies have
ever been once-and-for-all closed down Is
that most states (and federal agencies) are
not equlpped-elther with enough manpower
or specillc laws--to deal With pyramids' out
landish ways of doing business. And It Is
difficult to prosecute companies that can
change their names and officers like restau
rants changing tablecloths.

The son of a South Carolina sharecropper
is generally acknowledged as the person who
raised pyramiding to the level of a worldwide
art. His name is Glenn W. Turner and he likes
hamburgers. He also likes to tell people that
he Is a millionaire and, heck, With his hare
IIp, perforated eardrum, fiat feet, faise teeth
and toupee, If he can make it ... no reason
you can't.

Close to 76,000 people agreed With him and
invested mlll10ns In his two major companies,
Koscot and Dare To Be Great. The Securities
and Exchange Co=iss~onclosed down DTBG
and various state courts whittled away at
Koscot.

But It is a comment on the universal lure
of the pyramid to note that Dare To Be
Great Is perking along like a good multina
tional In Europe and in South America. Tur
ner now rents a ballroom In the Caracas Hil
ton, hires a translllltor and tells crowds south
of the border about the good, moneyed life.
Australia, Which has welcomed other pyra
mlders, beckons.

Back home in the States, Turner Is in more
than a bit of legal diffiCUlty, but he Is stUl
organ.1z;1ng and Inspiring companies, prom
ising he will not pyramid, only retail prod
ucts. His latest sally Is called "Welcome To
Our World," a nationalwide chain of "mind
spas." Similar In concept to health spas, these
establishments try to rejuvenate the mind,
for a yearly fee, naturally-and may make
Glenn W. the Vic Tanny of right-thinking.

The story of another Turner-Inspired com
pany operating locally, and the stories of
other games in town that have olIered so
much to so many, are still being played out
In motel meeting rooms across the country.
You have to be there to learn of them; J. O.
Sorrell, and others Who play by his rules,
don't often return your calls.

BESTLINE'S LINE
(By Rex Rhein)

I met a young man at a party who tried to
convince me I could double my Income with
"part-time" work. My new friend was a staff
scientist at the Smithsonian Institutlon
With a Ph.D.-and It was a physicist who
had originally Interested him In this "amaz
Ing deal," he said, where one "makes money
by making other people successful."

The financial posslb1l1tles are so unbeliev
able, he told me, that he was considering giv
ing up his current pOSition at the museum
to work on It full time.

It sounded a lot like Glenn Turner's "Dare

To Be Great" self-improvement pIau. My
new friend had even printed on his call1ng
card : "Greatness consists in trying to be
great" (-Albert camus). But he assured me
it wasn't Dare To Be Great." This was a
company caUed Bestllne, and its genius was
BUl Balley, Who· wasn't at all like Turner.
Balley had even won the Horatio Alger
Award. (People like Bob Hope and Norman
Vincent Peale have won this award," he said
to my blank stare. "It goes to people who
foster enterprise.")

A doctor at the party said he could use
an outside source of Income "If times get
tough" (I wondered when times got tough
for a radiologist) and both of us were in
vited to a meeting at the Ramada Inn in
Bethesda the following weekend to learn all
about it.

There were more than 100 people in the
crowded room when I arriVed that Friday
night, a mix so varied It even included one
man with a beard wearing a turban.

Inside. a slide show was beginning, inter
spersed with lectures on Bestline--a com
pany based in San Jose, Calif., that makes
and sells cleaning prodUCts.

Bill Baney'S fieshy facefiashed at us from
the screen. His voice, sounding like some
one chewing bubble gum, told us that "We
need hundreds of thousands of people to
sell products to mUlIons of people who need
them."

They seemed like good product5--phos
phate-free and biodegradable. But why was
my host so enthusiastic about them? Then
BaUey told us that people no better than
we "actually earn $2,000 to $3,000 a month"
as Bestline distributors.

Selling soap? Would a scientist think. of
dropping his life's work to sell soap?

He might If the price was right and I
learned, when the lights went on, that there
were brainy guys allover the room who
thought It was. One was a former teacher
and principal, who told us he had earned
$24,000 a year In bonuses alone, for better
than $176,000 worth of retan sales. It didn't
even count his commission on all those
sales, which could run as high as 60 per
cent If he sold It himself, or as little as 8
per cent If his "organization" did all the
work. But that's at least $14.000; maybe a
lot more.

We learned there was a dentist in Balti
more who had earned a $30,000 bonus.
(That's for $200,000 in sales, earning com
missions of at least $16,000.)

Suddenly there were people popping up
allover the room telling about the bonuses
they'd made. I could feel the Impact on the
crowd: Wow! They can do It! We can make
it too!

I almost didn't hear one of the area
coordinators tell us, offhandedly, "I don't
want to give the false impression that every
one In this room will earn a $30,000
bonus...." No. Mostly, I heard their en
thusiastic exclamations of how good It Is
to have a lot of money. One of them told
us how he'd sent his aged mother to Italy
last summer.

My host turned to us after the show
ended and said excitedly: "see what I mean?
Listen, the best part Is the management and
executives' meeting at nine tomorrow morn
ing. That's when they really explain how
you make money." The doctor and I prom
Ised to be there.

The Ramada Inn had a deserted look when
I arrived at 9:15 the next morning. Satur
day morning. Only about half of those who'.d
been to the previous evening'S session had
showed up, I noticed, as I quietly took a seat
In the rear of the room. Chuck Ferrarese, the
area coordinator for Maryland and D.C., was
drawing on the blackboard With a piece of
chalk, explaining how we could earn $17,000
a year for "one or two nights a week" ·work.

We had to invest money to become BestUne
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"d1l1tributors."We bring people to meetings
like these (~or "one to two nights'" work).
Enough "join the company" that we recoup
our investment. Then we continue to earn
money from the recruiting efforts of the ones
we had sponsored, who recoup their invest
ment by bringing people in, etc., etc., etc.

The investment was $3,700, and. we were
encouraged to borrow it. About 90 per cent
of Bestline's distributors borrow the money
to "come in" to the ccmpany, Chuck said.

Wait a minute, I thought. Isn't it illegal
to borrow investment capital? Well, ~'es it is,
on stocks and bonds and down payment
loans. But I learned it isn't lllegal to borrow
to "buy business Inventory." In fact, the laws
encourage you to borrow money to start a
"business" by giving you tax breaks on Inter
est. The government itself even makes
"small-business loans" for such purposes.

The "inventory" is soap, of course. Best
Une products. Soap, waxes, household and
industrial cleansers, even some cosmetics.
But It won't take up much space, Chuck told
us. The entire $3,700 shipment "takes up the
space of a Volkswagen bus."

Payments would amount to $100 to $140 a
month, he said. We weren't to let that worry
us. Being in debt would only spur us on to
working harder to buUd up our "organiza
tions" and pay It off. He said he paid his
off in only six months.

When I expressed my misgivings about the
whole thing to my "sponsor," he seemed
genUinely puzzled by my fallure to grasp the
simple arithmetic involved.

"Listen," he said, "everyone can make it.
Dodo Joe-with bad teeth and bad breath
can make it. All he has to do is bring down
enough people to these meetings. The pres
entation sells them." I said I'd be ashB.IIled
to bring friends and acquaintances, to such
meetings. They'd Ukely lose their $3,700 and
wind up with a Volkswagen bus full of soap
they COUldn't sell because they had trusted
me.

Chuck was offended at my thinking. Best
line wasn't a pyramid, he told me, because it
Umlts the number of active distributors it
w1ll authorize to one for each 5,000 popula
tion by state. (That's very roughly about
40,000 Bestllne distributors in. the U.S. Tup
perware, by comparison, has only about 250) .

Eventually, I pointed out, the field would
be saturated with Bestline distributors and
the last ones to come in WOUldn't recoup
their investments.

"We can't bring in enough people faster
than the popUlation is exploding," he as
sured me.

The unlucky ones at the bottom of the
chain would just have to learn to sell soap.
But the field hasn't begun to fill up yet,
they both emphasized. I wouldn't have to
learn the soap business.

Last year the company boasted $100 mil
llon worth of sales, and it's only eight years
old.

Its investors are essentially promised they
won't have to get their hands dirty (if that's
the right expression for selling soap). Their
"organizations" wlll endlessly enhance their
earnings.

But the basic pitch Is the same as it is
in all pyramids: the lure of large incomes for
very Uttle effort. Easy money.

On Monday I checked the Better Business
Bureau of Washington's file on Bestline. Sure
enough, the Federal Trade Commission had
ordered Bill Bailey and the other otficers of
the company to "cease and desist" their mar
keting program In 1971.

FTC's complaint said the program was
based on "the exploitation of others who have
virtually no chance of receiving a return on
their Investment and Who have been induced
to participate by misrepresentations as to
potential earnings." This was a violation of
the FTC Act.

Rather than face the charges in court,
Bailey and. the other Bestllne otficera agreed

to the FTC's "consent" order. The order
doesn't require them to admit they did any
thing wrong. It says stop doing it in the
future. If they didn't, they were llable to a
$5,000 fine for each violation.

Well, I wondered, why was Bestllne still
marketing its soap with the pyramid tech
nique? Why had the FTC faUed to follow
up its consent order with legal action against
the company?

The FTC has, indeed, followed Bestline's
compliance, I learned. In the process, to
date, the company has been given every
break.

The commission has "monitored" Best
line in the last two years by getting a copy
of the "opportunity meeting script" along
with all promotional films and literature and
jUdging Whether these were in compliance
with the FTC consent order.

FTC's jUdgment, rendered in late February
of this year, was that Bestline's current
marketing program falls to comply with the
order.

The next step is for FTC to put manpower
Into finding spec1flc Violations. Since the
agency has been "inundated with com
plaints" about Bestline lately, these should
not be hard to find.

The reason FTC's compliance section has
not done this before is that it has been wait
Ing for the commission's verdict on the
marketing program. Now, Bestline has been
warned twice, and presumably is in a weaker
position, legally, if a case goes to court.

The last I heard from my "sponsor" was
a call some week:s later With the news that
his friend, the radiologist, had joined Best
line as a distributor. "He's so turned on
It's not even funny."

I didn't think It was funny either.

AMERIPRISE SURPRISE: ALL WAS NOT AS IT
SEEMED

There is a photograph of local university
professor Alfred Hoyte and his wife Marie
In the November Issue of Amerlpress, the
Slick, in-house publication of the Ameri
prise company. They are standing together,
clean cut, smlllng hesitantly, under a head

,line which reads "Top Ten DistribUtors-
1972." They are listed among the com
pany's top money makers.

But now, a few months later, the Hoytes
speak bitterly of their in.volvement in
Amerlprlse, a company whose distributors
are supposed to sell home cleaning prod
ucts and whose vice president is actor Bob
Cummings.

In the begats of the pyramid business,
Amerlprise is out of U.S. Universal ("The sun
never sets on U.S. Universal," I was told),
one of the oldest companies that can appar
ently thank the pyramid way of doing busi
ness for its existence.

Its nationWide cosmetic firm, Holiday
Magic, is now eight years old and Is the
company Glenn Turner worked for before
beginning his own wildly successfUl cosmetic
pyramid company, Koscot, in 1967.

"If Turner had stayed with us, he wouldn't
be in trouble now," said a U.S. Universal
employee recently, a dubious assumption at
best, since, in a January, 1971, complaint,
the FTC held that Holiday Magic "oper
ates In the nature of a lottery, engages In
false, misleading and deceptive practices in
cluding misrepresentation of earning poten
tial."

The Hoytes' experience with Universal's
newer company, Amerlprise, was that the
selling of home cleaning products was sec
ondary to recruiting new investors. As the
business was outlined to them, an indi
Vidual could become a master distributor
for $3,000, receiving in return $4,500 in re
tall products and a 50 per cent buying dis
count on products.

The top level of the pyramid is that of
general distributor. To become a general,
and thereby be perInltted to bring In other

generals for almost a $4,000 commission, a
master must attend two training schools
($400) and submit a $3,000 check to be held
in escrow until he has replaced himself with
another master.

It is a complicated system, but one that
can make almost anyone rich, according to
Llllian Wheatle, a company trainer who told
me I could work only 15 hours a week and
bring in three generais to earn $10,000 a year.
Or I could recruit six generals and make
$22,000. or I could quit my job, recruit full
time and bring In one head a month for an
annual income of $44,000. Plus I would then
have 12 masters who would want to become
generals and would have to pay me for the
priVilege. Oh, yes, there's the commissions
from retail sales by my recrUits, too.

"It just goes on and on and on," Lillian
Wheatle told me brightly.

It did not go on and on for the Hoytes,
who realized six months after they had
joined Ameriprise that all was not as it had
seemed.

"The essential misrepresentation is that
you're told you can make $5,000 a month
selling retaU but there's really no chance
to do that," Hoyte says. "There's a meeting
every night in which your instructor general
Whips you into bringing other people In. You
have to answer to him if you don't,"

Besides investing several thousand dollars
to have the right to sell home care products,
the Hoytes were convinced by Ameriprise to
establish a regional training center, at the
suggestion of Ameriprise. They spent $12,000
refinishing the top floor of a downtown otfice
building with the verbal understanding they
would receive one per cent of all D.C. sales
and that the company would soon buy the
faclllty from them.

Hoyte says he received several hundred
dollars in commissions but he still has a
year's lease on the offices to payoff. Training
goes on in area motels, without benefit of the
Hoytes, who are now out of Ameriprise but
in debt.

"My mistake was when I looked at the
thing it looked qUite logicai and quite fair
on paper," Hoyte remembers regretfUlly.
"But it's not like It is on paper. The people
don't really make the money,"

CAMELON-FAR FROM CAMELOT

Glenn W. Turner has news for those busi.
ness magazines that called him the "pyramid
king:" he is going straight, no more head
hunting businesses.

The sharecropper's son has traveled a
rocky road since his first company appeared
in 1967. Then, the fiagship company of Turner
Enterprises was Koscot, a cosmetic company
that let an investor sell cosmetics and, most
ly, recruit other salesmen for a heaithy fee.

In 1970, Koscot was overshadowed by Dare
To Be Great, the motivation course. By the
time DTBG was closed down in the summer
of 1972, Turner's followers had come to know
the pyramid game the same way some truck
drivers know the interstate highway system:
by heart.

It didn't matter that Koscot and Dare To
Be Great were on the decline, it didn't mat
ter that Turner was beleaguered with iRW
suits, just give a pyramid player a marketing
plan and a company name and he'd run
with it.

In a dizzying series of diversifications,
Turner's chief lleutenants in the field set up
companies that obtained their products and
recruiting impetus from Corporate Consult
ing services, a Florida company headed by
Turner's brother. Another company hired
Turner to consult the splinter companies
across the nation. In that way he neatiy ex
cluded his new offspring from the legal prob.
lexns, whlle assuring hixnself of an Income
from consulting his former employees.

Now those splinter companies have dis
banded and the Turner family is coming to
gether under one name again. The company
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Doc PROMISES SPEc-31 CAN MAKE You RICH
Not all of Turner's disciples are stlll

plugged into his corporate world in Orlando
as Sullivan of Camelon is. Some, like thin
haired, but handsome "Doc" Holiday, left
Turner and his legal problems and are now
trying to play the pyramid game without
invoking Turner's name or spirit.

A year ago, Doc, aka Robert Holondak,
Richard Holllday or Charles Hallenack, ac
cording to court records, heid crowds of
thousands in his hands at Washington's
Sheraton Park Hotel as he preached Dare
To Be Great to audiences culled from a five
state area. He was one of the best crowd
managers Dare To Be Great 'had, and Doc
was often saved for the all-Important "close"
part of the program, that time when a spon
sor would ask his guest to write out that
hefty check.

Now Doc Holiday is co-owner of Spec-3l,
a young firm that claims to be operating in
10 states. Nine people attended a recent
meeting at the Hospitality House motel in
Arlington. Four were brought there after
answering "yes" to the same question Doc
used to ask strangers in the old days: "How
would you like to be rich?"

Doc talks in spurts. He machine guns
phrases such as "makingmoneyquick" and
he pauses, not at the end of sentences, but
between challenges, as In: "Can you?" "Make
the kind of Income you've only dreamed
about?" His patter is smooth, but a bit too
well-rehearsed, an observation heightened by'
watching a man who once would not con
sider a room of only nine people worth his
time; his presentation is geared toward large
crowds, not modest gatherings.

Spec-31, the guests learned, stood for Se
curity and Protection for· Everyone in the
Community, the 31 represented 31 gOOd rea
sons why everyone should bUy the Spec-31, a
box that looked like a small stereo receiver
with an antenna protrUding from the center
of the top.

When switched on, Spec-31 senses move
ment of a mass within a pre-adjusted radius,
as wall as the presence of smoke and heat.
The burglar alarm (sensing movement ot
mass) relies on radar; the fire alarm (sensing
smoke and heat) relies on a heat-sensitive
device separate from the main unit.

Burglars and fires are dealt with In the
same way: a loud siren blast. Options inclUde
a device that can dial a pre-programmed tele
phone number and report trouble.

Following a film detalllng the anatomy of
a typical home fire-in Which a handsome
couple and their two children burn as effort
lessly as bacon-Doc explained the business.
For an Investment of $3,000 an individual
receives a demonstration unit and a two
day sales training course. Following com
pletion of the course, the investor becomes
a "sales consultant" with the right to sell a
Spec-31 retail for $880, earning a commis
sion of $200.

But Why do all the work youself? Doc
asked. Hire a few salesmen and consider the
possiblllties: a salesman sells one Spec-31 per
week and you split the $200 commission, Hire
four salesmen and you take home $400 week
ly. Hire 10 and you pull down $48,000 a year,
What could be easier?

By Mr, ERVIN <by request> :
S. 1940. A bill to establish a fund for

activating authorized agencies, and for
other purpOses. Referred to the Com
mittee on Government Operations.

ESTABLISHING AJ'UND FOR ACTIVATING
AUTHORIZED AGENCIES

Mr. ER\TIN. Mr. President, I introduce,
by request, a bill to establish a fund for
activating authorized" agencies, and for
other purposes.

This legislation was requested by the
General Services Administration and I
ask unanimous consent to have inserted
in the RECORD a letter from the Aging
Administrator of the General Services
Administration explaining the need for
its consideration and enactment.

There being no objection, the letter was
ordered to be printed in the RECORD, as
follows:

GENERAL SERVICES ADMINISTRATION,
Washington, D.O., April 5, 1973.

Hon. SPIRO T. AGNEW,
President oj the Senate,
WaShington, D.O.

DEAR MR. PRESIDENT: There Is transm.1tted
herewith, for referral to the appropriate com
mittee, a draft of legislation "To establlsh a
fund for activating authorized agencies, and
for other purposes." A similar proposal, SUb
mitted to the 92nd Congress on November 24,
1971, was introduced by Senator McClellan
on December 15, 1971, as S. 3026.

The General Services Administration pro
vides, on a reimbursable basis, administrative
support services to a continually changing
roster of newly established commissions, com
mittees, task forces, boards, and small
agencies, the funding of which is not other
wise provided for.

The experience of GSA with these entities
reveals a recurring problem--a. lack of ac
cess to an initial tund source to enable them,
during the interim period immediately fol
lowing their authorization and the time their
appropriations become available, to begin
carrying out their assigned missions. The
liiatus problem With which these bodies are
now obliged to cope, arises from the delay
inherent in the budget and appropriatJon
processes. However caused, time is lost to the
point of jeopardizing in some instances the
meeting of prescribed time limitations. We
cite as a recent example Of crippling delay
the establishment of the Aviation Advisory
Commission (P.L. 91-258, approved May 21,
1970), required to present its report and
recommendations by not later than January
I, 1972. Appropriations were not enacted for
the funding ot this Commission untll May 25.
1971.

"We believe it desirable to remedy by legis
lation the funding dilemma Which confronts
these types of. organizations in their early
stages. The draft blll submitted herewith
would achieve the needed result by author
izing the establishment of a fund tor activat
ing authorized agencies. The fund would be
administered by GSA which currently per
forms administrative support services for
more than 40 small commJssions and commit
tees. Advances from the fund would be.sub
ject to approval by the Director of the Office
ot Management and BUdget.

So as not to authorize advance funding
of a newly created organization for an in
definite period, the draft blll includes a pro-

And one more thing. A.pp'areritlyDoe"1s not
yet convinced there is no future inseU1ng
the right to sell. As a bona fide Spec-31 sales
consultant, you can earn a "tinder's tef''' for
bringing in other investors. That fee is
$l,20D-or the equivalent commission tor
selling six Spec-31 units door-to-door. As
any pyramid veteran worth his training
knows, that's something to think about.

One attorney who has had extensive deal
ings in litigation against Turner says he is
wary: "It looks to me like Camelon is a short
form for chameleon which Is the same old
Turner just turned another color," comments
James Joseph.

But Turner's supporters say if Camelon is
given a chance to get olf the ground Its de
tractors wlll see that it is strictly a retan
sales organization on par with, say, Avon
or Tupperware. If that is so, and if Turner
brings his tremendous ability to persuade
people to follow him to bear on Camelon, any
Turner disciple wlll tell you It will be the
fastest growing company in America.

15 Camelon and its regional vice president is
Dave Sulllvan. Both Sulllvan and one ot
Turner's closest corporate advisors say Cam
elon is finally what Turner has worked for
all along: a legitimate, honest-to-goodness,
this-is-the-real-thing ... retall sales orga
nization. No headhunting, no pyramiding,
jut an efficient retall sales company with
Glenn Turner as inspiration.

Camelon is headed by Harry Atkinson, a
weather-beaten, pot"bell1ed former career
sailor called "Uncle Harry" by Turner's home
office crew in Orlando because he is Turner's
uncle. Turner does not own a share of the
stock in Camelon, a company representative
says, though he is expected to consult and
encourage Camelon's growth.

"There's nothing: colorful about this com
pany, nothing you~ could write to make peo
ple want to turn the page," says Sull1van, a
handsome, tight-lipped fellow who is in
charge of recruiting a sales force in Delaware,
Maryland, D.C. and Pennsylvania. "Our com
pany is based on truth and honesty."

Sull1van is sitting in a dimly-lit, bordello
red suite at Arlington's Hospitality House
motel. He says he used to be a beer-drinking
rallroad worker in Ohio before someone in
troduced him to Dare To Be Great. When
the operation was shut down in OhiO, SUl
livan moved eastward and helped recruit in
Baltimore. When DTBG was put out of busi
ness nationWide, he ran his own company
which was connected to the company run
by Glenn Turner's brother.

"When I was in the rallroad I never stayed
in a motel, let alone a SUite," Sulllvan says
with a trace of Buckeye awe.

He begins to explain Camelon to this re
porter who in the past has been skeptical of
some of SUlllvan's business dealings. He
wants to make the reporter understand that
Camelon could give people a real chance to
make that long leap to wealth and happiness.

Sullivan says Camelon markets cosmetics,
fire alarms, cookware, vitamins, home clean
ing products and mink accessories door-to
door or through home party presentations.
Products are sold through three levels, begin
ning With tho position of a salesman, who
receives a 25 per cent buying discount and
is usually hired by a sales representative.

A sales representative enjoys a 30 per cent
buying discount on prodUCts. For this right
he pays Camelon $600. About half of that
total covers sales training in WaShington, the
other half covers the cost to the company
to keep the sales rep on the books. Nobody,
Sulllvan says repeatedly, receives a fee for
bringing a sales rep into Camelon.

The third and highest level in Camelon is
that of a senior sales rep, who pays an
other $600 (for a total investment of $1,200)
and enjoys a 40 per cent discount in buying
products from the company. The $600 covers
a week of training in Florida, Sulllvan says,
all expenses paid except transportation.

A senior sales rep must also replace him
self (by bringing in another sales rep for
no commission), Sull1van says, though one
of Turner's legal advisors who is famlllar
with the Camelon marketing program dis
putes that point. The replacement factor is
not a reqUirement, he says. Further, a sales
rep can move up to the position of senior
rep by generating a $4,800 volume In retail
sales, thereby obviating the additional $600
charge.

Currently Sullivan and his R.ssociates (such
as air conditioning repairman J. C. Sorrell)
are recruiting salespersons in the same high
pressure weekend meetings that character
ized previous Turner-controlled or Turner
inspired ventures. But it is too soon to tell
if Turner has succeeded in setting his course
for retail waters or Whether the legal sins
of his old companies will be Visited on
Camelon; recruiting has just begun. Sulli
van assures critics that soon all the current
recruiters will be out on the street selllng
door-to-door, just like the recrUits.


