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FRAUDS I SCHEMES & RIP-QFFS 

While the majority of those in business 
deal honestly and fairly with the public, 
there is a small fTlinori ty who, through the 
prorrotion of unfair schemes, prey upon the 
public under the cloak of legitimate busi
ness. 'Ihere are somewhere between 800 and 
1,000 of the rrore prevalent scherres which are 
being practiced at any one tine with hundreds 
of variations on the basic con ganes. In 
every scheme there is roth a perpetrator and 
a victim. Every consumer is a _[X)tential 
victim. This newsletter is being devoted to 
printing a glossary of brief descriptions of 
sorre of the rrost prevalent fraudulent 
schemes, con ganes and rip-offs which are 
currently practiced throughout the U. s. in 
the belief that the consumers best protection 
against being swindled is consumer awareness 
of ho.v such swindles operate. But it is not 
sufficient to kno.v what the scherres are and 
ho.v they are worked. It is essential to 
understand human weakness which makes us ever 
susceptible. It is well to rellEIIlber that the 
con nan relies for sucress upon universal 
hunan desires - such as the desire to be 
heal thy, weal thy, to get something for no
thing or to get a lot for a little. In order 
to make a sale, the con man has to convienre 
his prospect of two things: first, that the 
victim wants something, and second, that what 
the con man has to offer will satisfy that 
want. For the con nan, the task is often 
sirrplified. Almost everyone wants rroney. 
r.Dst consurrers want health, happiness, etc. 
The con man need only convience his potential 
victim that his proposition will satisfy that 
particular desire. He takes advantage of the 
consumer's lack of kno.vledge. He tries to 
prevent his _[X)tential victim from making an 
investigation of the deal. When this is 
impossible, he tries to discredit what the 
con man kno.vs in advanre will be the outcorre 
of the consumer's investigation. Promises 
are the 'stock-in-trade' of the trickster. 
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'Ihey are cheap, but effective. · 'Ihey are 
beguiling, but they fail to materialize. A 
consumer's best interests lie in making sure 
that they deal only with legitimate business, 
reliable persons and res_[X)nsible concerns. 

A GLa>SARY OF FRAUDS 

Advertising or purchase of ads or listings 
in directories, magazines or publications 
whid1 are new or unkno.vn to you is a lu
crative illegitimate business. Never pay in 
advanre for an ad. Never pay on the basis of 
a single issue or tear sheet which may be the 
only copy in existence. Ask questions arout 
who is printing the publication and proof of 
derrographics on circulaton. A variation of 
this scherre is for salespecple to use intim
idation or veiled threats to sell advertising 
by claiming to represent a civil rights or 
_[X)lire association. Re_[X)rt such rrethods to 
the proper authorities. 

Aluminum Siding frauds often use the 
technique of telling the consumer his house 
has been selected to display their product in 
the neighOOrhood and they will furnish the 
siding free if the consurrer will pay for the 
installrrent laror. 'Ihe eventual total cost 
of labor is usually rrore than a reputable 
siding contractor would charge. 

Bank card frauds begin with a telephone 
call after you've lost your bank card or it 
has been stolen. 'Ihe caller advises you that 
your bank card has been found and can be 
picked up at the bank or _[X)lice station. But 
they need you to verify that it is really 
your card by telling the caller your personal 
identification code or number. <:nee the 
crooked caller has that infonnation he can 
clean out your account with no trouble. Never 
give out your secret cede number, especially 
to sorreone who cq.lls you on the phone. 



Report the loss of a bank card irnrrediatel y 
and if you are contacted al::out it by phone, 
take the narre of the caller, look up the 
nurnrer of the bank in the phone took and call 
them back before discussing the ma.tter. 

C.O.D. scherres Ml.ich are also called the 
'not-at-horre' con are worked by crooks, often 
dressed in delive.ry ma.n unifo:rms who ask you 
to accept and pay for a C. 0. D. package for 
your neighbor M'lo is not at horre. When you 
attenpt to be reimbursed by your neighl:x:>r you 
may find she did not order the rrerchandise or 
the package rray contain a brick or cut-up 
newspaper. A variation of the scherre is 
practiced on offices of doctors, lawyers or 
other professional people when an unsus
pecting secreta.ry or staff rrerr.ber is asked to 
pay after a prone call makes sure the em
ployer is unavailable. 

Dance Instruction frauds Cb not usually 
involve the dance lessons thernsel ves M'lich 
are often taught by well qualified in
structors. Ha.vever, sorre studio personnel 
use unethical high pressure salesmanship and 
questionable selling techniques to entice the 
unwa.ry. These include bogus contests, fanci
ful testirronials and sales techniques in 
which teams of salespersons work in relays to 
batter down sales resistance. 

Franchise frauds care in a vast array of 
guises. There are many franchise operations 
which can give a person the independence of 
owning a small business plus the advantage of 
help fran an experienced company. But the 
advertising literature for sorre franchises 
make their offers irresistible through pro
mises of 'high' profits from small in
vestments and other misrepresentations. 
Approach franchise opp:::>rtunities with extrerre 
caution and investigate tmroughly 'before' 
you invest. 

Gas Saving Gadgets cost anyM'lere from $2.95 
to several hundred dollars, have imaginative 
nanes and purport to work on many different 
fueling principles. They have one thing in 
cormon. All have been tested by reputable 
consurrer product agencies and none work. The 
only way to increase mileage per gallon is to 
keep your vehicle in good driving eondition 
and use recomrended gas-conserving driving 
procedures. 

Handkerchief Switch often starts when a 
bewildered looking young man corres up to you 
on the street. He's a stranger in town, a 
foreigner or a visiting seaman. He's looking 

for a hotel or roo111ing house and needs your 
help. You agree. Then he pulls out an 
envelope full of cash and offers to pay for 
your assistance. At that point another 
stranger walks by. He is shocked to see the 
young man car.rying so rcuch cash around and 
says it should be in a bank. But the young 
man says that he doesn't trust banks because 
he can't read or write. The second stranger 
suggests that you sha.v the young man that 
banks are trustworthy by withdrawing a sub
stantial sum from your a.vn bank account to 
show how it's done. You agree and the young 
man is so overjoyed that he asks you to hold 
his rroney for him for a few murs. He pulls 
out a handkerchief, puts his rroney in it and 
suggests that for safety you put your rroney 
in it too. He ties it up in a neat bundle 
and shows you the safest way to car.ry it -
under your shirt or blouse or under your arm. 
Then he gives you the bundle of rroney and 
says he will return for his p:::>rtion after he 
finds a room. But when he doesn't return and 
you open the bundle you find it's filled with 
cut newspaper. The bundles were switched 
when he derronstrated hOW' to car.ry it safely. 

Horre repair and Irnproverrent frauds are 
prevalent during this tirre of the year. Be 
cautious about dealing with hit-and-run con
tractors who corre to your door with the 'I 
have been doing sorre work down the street' 
pitch. Beware of hare repair operators whose 
only office is a pickup truck or M'lo adver
tise or agree to do work at an unbelievably 
low price. Never make a partial payrrent for 
ma.terials in advance of the start of the 
work. You ma.y never see him or your rroney 
again. Horre repair frauds run the spectrum 
of carpeting, carpentry, roofing, p:1inting, 
insulation, gutters, landscaping and driveway 
paving and many other areas. 

Investment Rip-offs are prevalent at in
flationa.ry tirres when gold, silver, diarronds 
and other precious rretals and stones are a 
stable investrrent. But if you are offered 
diarronds or precious stones by mail or phone, 
you're rrore likely to get cheap gemstones 
that have little or no resale value. Re
putable diarrond dealers rray advertise, but 
they seldom if ever sell valuable stones by 
ma.il. D:m 't buy if the dealer won't allCM 
you to get an appraisal first. Cold requires 
careful assaying. Buy gold only froo legit
imate dealers and only if you're really 
knOW'ledgeable al::out gold investrrents. 'Ihere 
are also phony land and oil lease investrrent 
scherres that promise you great wealth ve.ry 
quickly. Never ignore the normal safeguards 
used by business people in checking out these 
investrrents. 



Land Investment frauds have been prevalent 
during the last few years as the land de
velopment industry has flourished. In rrany 
cases the developrrent company neither owns 
the land or even has an option on it. FUnds 
are seldom placed in 'escrow' or the 'escrow' 
account may be little rrore than a checking 
account and after sales commissions and 
corrpa.ny overrides are deducted very little 
may ever get to the 'escrow' account anyway. 
Arrenities such as the clubhouse, golf course, 
tennis courts, swimming p::>al or lake may 
exist only as a rendering on the sales bro
chure and in the minds of the fraudulent 
developer. 

Medical Miracle Cure frauds are prevalent 
arrong elderly people, especially those who 
suffer from arthritis. However, treatrrents 
and rredications which are sound are known to 
doctors. 'Ihere are no miracle patent rredi
cines that can do anything for people that a 
reputable doctor's care can not do. Trust 
your family doctor and never use any 
so-called "miracle cures." 

Product Testing frauds usually begin when 
you receive a handsome brochure showing 
dozens of products and a sales pitch asking 
the conswrer to enroll as a product evalu
ator. 'Ihe cost for 'postage and handling' is 
purported to cost from $4 to $9 and you get 
to keep the hundreds of gift products you 
receive for testing. Many consurrers never 
receive a response to their enrollrrent and 
dleck. 'Ihey are the lucky ones. 'Ihose who 
are enrolled and request products for testing 
may end up paying hundreds of dollars in 
postage and handling fees. 

Pyramid Distributorship scherres are a new 
version of the Ponzi con garre named after the 
farrous swindler of the 1920's who promised 
investors a very large return on their rroney. 
He took the dollars invested by Peter to pay 
Paul that large return, always taking a share 
for his own use. Inevitably, he ran out of 
new investors and the whole scherre collapsed. 
'Ihe current version charges you $1,000 for 
the right to sell distributorships for a new 
product - a soap, cosrretics, jewelry, pots 
and pans, etc. For every distributorship you 
sell, you're allowed to keep $500 and give 
the prorroter $500. Each person who buys a 
distributorship from you is allowed to sell 
rrore distributorships. Very soon there is no 
one else to sell distributorships to and only 
the original promoters really make any money. 

Trade and Correspondence School frauds use 
a consurrer's belief in education as a key to 

better and higher paying jobs and general 
self irnproverrent. Tuition is usually high, 
schools are seldom accredited, the training 
may be highly questionable in its quality and 
jobs may be no easier to get after training 
because the training does not meet company 
standards or the field may be overcrowded 
with applicants. Refunds from such schools 
are virtually unknown. 

Vanity Presses are publishing houses which 
p.lblish l:x:>oks for a price. Sorre such pub
lishers extract large arrounts of money, 
especially fran elderly consurrers who dream 
of publishing a }:x)ok they or their spouse has 
written, convinced it will become a best 
seller. Most vanity press books do not 
recover a fraction of their publishing cost. 

Who's Who publication frauds are practiced 
on millions of unsuspecting business and 
professional people who pay good rroney to 
have themselves listed in such publications 
whidl have little or no circulation beyond 
the victims. A variation of this is to 
marge nothing for the listing but a high fee 
paid in advance for the resulting publication 
whidl may or may not be published. 

HEALTHY SKEPTICISM 

Most con games sound plausible. But here 
are sorre rules for healthy skepticism. - No 
stranger gives you rroney for nothing. Never 
give rroney to sorreone you don't know very 
well, certainly not to a friend 1 y stranger. 
- If anyone suggests that you take your rroney 
out of your bank account for any reason, go 
to the bank manager first. Alrrost every bank 
rranager knows atout con-games and will help 
you. - 'Ihere isn't a genuine rroneymaking 
plan in the VK>rld that can't wait a day or 
two while you think it over or talk it over 
with your lawyer or your accountant. - No 
honest policeman or bank officer will ever 
ask you to take rroney out of your savings or 
checking account, or ask for your secret code 
for your computer card. 'Ihat code is yours. 
Bank employees don't know it, and don't want 
to know it. Never tell it to anyone, in 
person or over the phone. - Never allow 
anyone to look over your shoulder while you 
use your secret corrputer-card code. Never 
write it down where it can be related to your 
card. - Read any contract carefully before 
you sign. If you don't understand it, call 
your lawyer or seek legal advice else
where. - When dealing with door-to-door 
salespeople, be sure you know the reputation 
of the company and ask to see credentials. 



Don't buy products or services frorr. anyone 
whose truck is their office. - Don't order 
anything through the mail if the ad doesn't 
clearly tell you what you get for your ITDney. 
If you are mailed sarething that requires you 
to send rrore rroney, call your Post Office. 
- Don't invest except through a recognized 
and well-established investment dealer. 
-Don't J01n discount buying clubs that 
have large membership fees or 'WOn't give 
sanple price lists before you join. -Don't 
accept free gifts or enter contests unless 
you un:lerstand all that is involved. Never 
pay any rroney linked to such gifts or 
contests. - Don't be afraid of or intirni
dated by a salesperson or rrerchant if you 
think you are right. 

ADDENDA 

A con garre is great fun to watch in a 
rrovie, rut when you're the victim, the price 
of admission is too high. Every day, mill
ions of oollars are given over by <pad, 
honest, trusting people many of them el
derly, wido~ or retired - to peq>le who 
look trustworthy, but aren't. Even th<;>ugh 
many of today' s con garres are used agalllSt 
older persons and sorre are even called 
"granny Ganes, " regardless of what age you 
are you should know how these rip-offs. ¥tUrk. 
It's often said that thJse who are sw1ndled 
are cheated because they \Ere greedy or 
disb:::mest, and that you cannot cheat an 
honest person. '!hat isn't so, say the 
experts. Many swindlers take advantage of 
the consurrer 's desire to be helpful, friend! y 
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and useful. But the con rran rray take rrore 
than the victim's rroney: he ma.y also be 
stealing the victims self-confidence and 
self-respect. Before commiting yourself to 
any doubtful proposition, ask yourself these 
questions: Wlat are the facts? Do they 
agree with the representations? What are the 
prorrises or predictions? Are they rea
sonable? What is the past record of the 
owner or representative? Is he 'WOrthy of 
confidence? Always be skeptical of 'get 
rich' propositions from strangers. And 
rerrember that "If a deal appears too <pad to 
be true, it usually is?" 
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