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Preface to the 2005 Edition
On first looking into this book, people who have followed the events at Enron, WorldCom, Fannie Mae, and so on, may see its principal characters, Bernard Cornfeld and Edward Cowett, as small-change operators. After all, the funds they pillaged so dashingly at Investors Overseas Services (IOS) didn’t contain much more than two billion dollars, and they left behind nearly three-quarters of a billion to be stolen by others.
Of course, you should multiply about sixfold for a current comparison. Even so, it doesn’t match Enron, whose directing geniuses wiped out a good $60 billion in shareholder value.
But this overlooks the pioneer status Bernie and Ed deserve. John Moses Browning and Hiram Maxim aren’t considered negligible figures because their original machine guns are outdone in lethality by those you find mounted nowadays on a helicopter gunship.
The great thing about the IOS people is that they went where others did not dare to go—more exactly, had not dared in many years—on a scale so expansive and systematic. Notoriously, IOS itself didn’t survive that expeditionary voyage. But you will observe, reading on, that it took along some institutional allies which survived to be conspicuous quite recently in brave catastrophes. Note, particularly, Arthur Andersen, auditors to IOS, who applied their moniker to Bernie and Ed’s last set of accounts, containing a remarkable—indeed desperate—and altogether ridiculous tenfold “revaluation” of certain Arctic oilfields which had no significant existence. It took thirty-odd years to work up from certifying IOS fantasies to doing so for Enron’s grander ones, but the world’s largest single auditing partnership finally got there.
Of course, “finally” is the operative word now, in Andersen’s case. But this evidences a great IOS achievement: to have revived, in the financial community, readiness to act on that principle William Blake put so neatly in The Marriage of Heaven and Hell: “You never know what is enough, until you know what is more than enough.” The IOS story contains many other proud vessels since scuttled or beached: Drexel, Harriman, Ripley, for instance, and Guinness Mahon. But you will also find famous ones which sail on and have yet (at the time of writing) to discover what is more than enough. Try as they will.
Bernie and Ed were pioneers because they helped financial practitioners regain faith in recklessness as likely to provide superior rewards and surprisingly tolerable costs (from their own viewpoint, anyway). 
After the Great Crash of 1929 and subsequent Great Depression, the U.S. Government imposed many restrictions on the financial services industry, which was held to have displayed lunatic greed and done much to cause the Depression. Simultaneously the Securities and Exchange Commission (SEC) was created, with extensive powers to supervise and regulate. The Roosevelt Administration called this a program of “reform.”
Bankers and their associates disliked such a usage bitterly: the measures struck them as more like vicious, totalitarian assaults upon men (now and then women) who had sought no more than to make ordinary Americans prosperous. They said so with a certain caution in the 1930s, as ordinary Americans, feeling distinctly unprosperous, might have turned obstreperous. But the moral core of capitalism seemed in peril from prohibitions like the Glass-Steagall Act, seeking in principle to part investment bankers from retail bankers, thus to separate the business of accumulating people’s money from that of devising ways to spend it. This, surely, institutionalized the notion that financial executives might yield to conflicts of interest. It was a low view of human nature—found also in the federal arrangements to guarantee bank deposits, as well as to supervise them instead of trusting to decent bankerly instinct.
As matters turned out, the Administration’s program didn’t trigger social ruin. Quite shortly American prosperity began an upswing not matched in any other national history. We cannot say that sedating Wall Street was the sole cause (there was, for instance, war, which galvanized American industry while zapping every principal competitor). But even within the securities business itself, the effects were hardly inimical. And ordinary Americans enjoyed gains in quality of life also outside experience, for there occurred at the same time another phenomenon long advertised as fatal to liberty and civilization: a great equalizing of incomes and life-chances. America became admired throughout the world for its egalitarian praxis.
Consequently it grew easier in the 1950s to tell people they were living alongside a mighty engine of wealth—the stock market—which might grow more productive should it lean somewhat more toward . . . exuberance. Societies and individuals seem to cool their skepticism whenever they feel prosperous. It is an important rule of doorstep salesmanship—a culture from which IOS drew much of its operational lore—that the likeliest place to sell an encyclopedia is a household which somehow has got hold of one already.
Quite clearly an efficient financial sector brings important benefits to a modern economy. It’s not at all clear that “exuberant,” “speculative”—or “unregulated”—are terms synonymous with “efficient.” Nor that a financial sector to which they can be applied benefits anyone much except its own denizens. But such distinctions aren’t always drawn, and certainly weren’t by the IOS team. They proposed that the best way for people to turn a modest amount of money into a large one—to show sincerity about getting to be rich—was turning it over to one of their unregulated investment funds.
IOS was not purely original. Efforts were made from the first to defeat counter-speculative measures inspired by the Crash. But Cornfeld and Cowett were original in devising the first really big financial machine which operated as if those measures didn’t really exist. By way of a period feature, their innovation was labeled “People’s Capitalism”: no such egalitarian camouflage would be thought necessary today.
As the book says, they worked “offshore”: that is, the innovators inhabited a meta-world cobbled up from jurisdictional oddments left over from the Holy Roman Empire, from Europe’s early-modern religious conflicts, and from the decayed oceanic empires of Britain, the Netherlands, France, Spain, and Portugal. It turned round an axis set in Protestant Switzerland, rich with mechanisms of independence and secrecy generated while holding out against the Counter-Reformation: in the 1960s these nicely protected Ed and Bernie’s altogether unspiritual purposes from the SEC. Their meta-world contained no restriction on financial machinations except their own honesty, good sense, and judgment—present only in homeopathic quantity. (Homeopathy, it will be recalled, treats the human condition by keeping doses very tiny, hoping to produce effects just opposite to those of a large intake.)
One can see “Do You Sincerely Want to Be Rich?” as the story of Cornfeld reversing time’s arrow to create his own personal Roaring Twenties, followed by his own personal Great Crash. Readers will find that his last inspirational speech actually threatened America: Wall Street had always been the chief speculative destination of the funds he and Ed controlled from Geneva, but the SEC was interfering more and more because of conflicts of interest perceived in the IOS system. If this went on, said Bernie, IOS—about to become “the greatest single economic force in the free world”—might eschew America and send its dollars elsewhere. Just where we never heard, for even as he spoke, the great “economic force” was already hollowed out fatally—if not yet visibly—by internal misappropriations and kickbacks prohibited under the U.S. regulations it had been set up to avoid.
We supposed the IOS debacle might warn people off the malign nostalgia from which it derived—might convince them that the financial culture of the 1920s, instead of being revived, should be returned to the graveyard with a stake through its chest. This is not quite how things have turned out. Since then the essentials of the IOS system have been remade in several louche editions—and firmly installed on present-day U.S. soil. Within a retrospect which now includes Michael Milken’s junk-bond saturnalia in the 1980s (at Drexel) and the 1990s era of Enron, WorldCom, and the dot-bubblers, the uniqueness of Bernie and Ed is that they actually had to do their thing offshore—in deference to legal and moral inhibitions since dissolved. Offshore remains useful for tax-avoidance schemes, but it now provides few facilities for speculation and corruption not available to mainland operators. When Glass-Steagall was repealed in 1999, not even regulation’s remaining champions cared. Diluted, amended, modified, and qualified, it had become no more than an aggregation of loopholes.
The IOS experiment of course failed by every publicly defensible test of financial efficacy. But where it succeeded, historically, was in showing what, after all, it was possible to get away with for extended periods of time, and how modest any terminal penalties might be. Cornfeld and Cowett lavishly stole other people’s property: it afforded them kingly lifestyles for more than a decade, and made them multimillionaires. Certain disagreeable consequences applied when the grotesque enterprise collapsed, but nothing comparable to the affliction among their victims. Cornfeld revisited Switzerland injudiciously soon after the crash, and landed in jail, but he was quite soon bailed out and the charges dropped. Very likely the worst pain—for men of certain vanity—was that people stopped inviting them to pontificate about the world economy.
As pioneers, they were less sophisticated than present-day successors. By various shrouded devices, they certainly held on to some comfortable remnant of their speculative gains. But ten directors of Enron between them collected $250 million of real money—behind a veil of phoney accounts—while that $60 billion of shareholder value was going blooey. And they have open legal rights to keep 90 per cent, provided 10 per cent is dropped into the oceanic bucket of loss. (As Lucian Bebchuk of the Harvard Law School sardonically asked: “What’s a few million between friends?”)
To be sure, there must be some criminal prosecutions when larceny has become so egregious, but the record current at this writing doesn’t suggest that any perps who actually get nailed should dread any very fearful fate. As Professor Frank Partnoy has shown, the twentieth century closed with a very manifest decline in the rule of law—the law, that is, insofar as financial transactions are concerned. According to the professor, individuals whose activities “in most other industries would lead to a sting operation” routinely avoid jail.
Imagine if the U.S. Attorney’s Office found out about a kickback scheme of the magnitude of the IPO scheme in any other industry. Imagine if . . . this scheme were related to a bunch of garbage collectors paying kickbacks. Well, these people would already have been put in jail and the full force of the U.S. Department of Justice would have been brought to bear.
And here, doubtless, is the chief outcome of the experiment Cornfeld and Cowett set going. Disintegration of their essentially lawless enterprise occurred within a context of large-scale U.S. stock-market collapse: due correction for wild, lengthy speculation in which IOS itself took prominent part (when investment-fund managers began to preen themselves if the financial press identified them as “gunslingers”). But the aftermath didn’t include any such social dislocation as struck America and the world of the 1930s. Then, real fears arose of a new Crash wrecking capitalism—perhaps opening the way to revolution, either of Left or Right.
Certainly the 1970s saw much economic tribulation—disillusion after the optimistic 1960s. But there were a decent number of suspects to share the blame with stock-market folly: notably, the Vietnam War and the “oil-shock” combined to destabilize an international currency system which had seemed like the postwar settlement’s unshakable core. Speculation’s aftermath created, of course, a good deal of poverty, but most institutions—if not their customers—survived quite nicely, and often profitably. Society, it turned out, had somehow become less sensitive to share-price volatility, a discovery which has been remade and adventurously reinforced several times since then.
A good deal has been said in financial circles about the enhanced craft of central bankers, especially, in recent years, that of Alan Greenspan, the Federal Reserve’s philosopher-king. But there still exists a bequest from the Roosevelt Administration which financiers rarely discuss in any systematic way: namely, it created the social-security structure around which American middle-class and working-class families subsequently developed capacities for dealing with economic misfortune quite absent prior to the Second World War. America, like every other industrial nation, acquired impressive new levels of social resilience in the second half of the twentieth century. And perhaps this, as much as bankerly cunning, is what has enabled it to survive powerful, successive bouts of speculative fever. 
Peak temperatures since the latter 1960s have several times dwarfed their predecessors. Each time—and doubtless next time—turning the heat up further is the financial community’s response. As Blake indeed suggests, you can’t know you have gone far enough until you have gone collectively too far. Notably, the poet provides no advice on how to get back from there, but the present U.S. authorities seem happy to let that problem arise before considering it. Meanwhile, they eschew Professor Partnoy’s belief that market abuse should attract deterrent penalties.
For speculators, supposedly, are benefactors. The “irrational exuberance” to which IOS showed the way back is glowingly defended as the proper, inescapable price of innovation: lacking it, there would be no vivid entrepreneurship to enhance the world’s material condition.
It is not, however, obvious that entrepreneurship of the type Wall Street values is close-coupled to technical progress in society.
This is not to say that the Internet and the World Wide Web are less than genuine advances because they fueled the dot-com craze. But neither in the first place had speculative roots. The Net and its packet-switching infrastructure came from academic technologists employed by the U.S. Government, and the World Wide Web—making it usable to consumers—we owe to Tim Berners-Lee and state-funded European science. Stock-market investment was of course needed to bring Net and Web products to the public, but as they had to pass through a wildly hyped process, much corruption and degradation attached, and still persists. The bubble was not blown because the requirements of technical change made it necessary. Rather, its distension occurred because by the 1990s America’s economy needed share-price advance—however speculative—to keep on growing, and dot-com fantasies came opportunely to hand as a gaseous medium.
For many years now, bankerly craft, confronted by the need to sustain the stock market’s upward momentum, has chiefly consisted in keeping credit cheap, producing thereby a U.S. economy massively in debt to the rest of the world, with an effective domestic savings rate of zero. And the imposing financial apparatus which has been fed upon several waves of—fairly—painless speculation now accounts for some 40 per cent of U.S. corporate profits. Doubtless this contributes to the present Administration’s belief that it should be given the bulk of Social Security revenues to manage—though doing so would subordinate the most stable component in America’s socioeconomic anatomy to the one which has been most consistently inconsistent.
Many financial and economic adepts see in this a system certain to voyage permanently onward and upward. To others, it looks like a general agreement to defer sensible behavior until its absence becomes truly catastrophic; we have no space here to examine or predict. Let us allow that the speculative cycle would doubtless have been re-energized somehow even if Bernie and Ed had never got together and launched IOS. But we can nonetheless say that as history did turn out, the honor of first pointing the way—if “honor” turns out to be the appropriate word—is one to which they have a matchless claim.
Orders of magnitude aside, you will not find much in this book which is altogether obsolete.
—The Authors
January 2005

• •  1 • • 
A Warning to Investors from Mr. Bernard Cornfeld
In which we introduce Bernard Cornfeld in the role of international economic statesman and give a preliminary statement of the real nature of Investors Overseas Services.
It was Bernard Cornfeld’s declared ambition to make Investors Overseas Services the most important economic force in the Free World.
The game was mutual funds. Thousands of salesmen, calling themselves “financial counselors,” combed the earth for people’s savings, and put them into the funds which IOS managed, creaming off enough in the process to make the most successful of them wealthy men.
Mutual funds in themselves are an old and well-tried form of investment. A special variant was that IOS was the biggest and best-known of the “offshore” funds. That meant that these funds, and the companies that managed them, were carefully registered and domiciled wherever in the world they would most avoid taxation and regulation. There was nothing new about that either.
What was phenomenal about IOS was its success. On the foundation of its offshore mutual funds it built up a complex of banks, insurance companies, real-estate promotions, and every other kind of financial institution you can think of. “Total Financial Service” was the slogan. By the end of the 1960s, Cornfeld’s men had a shade under two and a half billion dollars of other people’s money to manage, and Cornfeld was publicly announcing plans to push that to $15 billion by the mid-1970s.
By the end of the 1960s, IOS had also made a fortune valued at over $100 million for Bernard Cornfeld personally. It had made around a hundred of his associates millionaires as well. Cornfeld was the most talked about financier in Europe since the Great Depression, and IOS was insistently—and on the whole successfully—asserting the right to sit at the golden table of the world’s most respectable financial institutions.
The only trouble was that IOS was not a respectable financial institution. It was an international swindle.
That is not a word which should be lightly used about any organization, let alone one which acquired control over more than two and a half billion dollars of other people’s money. We must, therefore, explain precisely what we mean by it.
IOS was the creation of Bernard Cornfeld and Edward M. Cowett. Together these two men built up an organization so steeped in financial and intellectual dishonesty and directed so recklessly that it was absurd that it should have been entrusted with so much of other people’s money, let alone praised for the brilliance with which it was managed.
The organization which they built up has not, of course, disappeared without a trace, although the two men no longer have any say in it. At the time this is being written, men sit on the board of IOS Ltd. in Geneva who are responsible for safeguarding well over a billion dollars—which is what remains of the money that hundreds of thousands of investors were induced to part with. And of course IOS did a great deal of business which was perfectly honest in itself, and continues to do so. We have talked to many of the people who work for IOS, and there were a lot of decent, even idealistic, people among them. Few were aware of the essential dishonesty of the thing they worked for.
Most people have a good deal of difficulty in accepting the idea that a large and well-publicized international business could have been run in such a manner. “It can’t be true,” is the natural reaction, “because if it was true, how did they get away with it?” There are many answers to that question.
Charles Dickens suggested one, looking back on the career of the financier in Little Dorrit. “The next man,” he wrote, “who has as large a capacity for swindling will succeed as well. Pardon me, but I think you have really no idea how the human bees will swarm to the beating of any old tin kettle; in that fact lies the whole manual of governing them. When they can be got to believe that the kettle is made of precious metals, in that power lies the whole power of men like our late lamented.” The one thing IOS always did best was to beat the old tin kettle.
But there is another answer to the question why Cornfeld and Cowett were able to create the edifice they did. It can be summed up in the single word “offshore.” By working in the interstices, so to speak, between the world’s legal jurisdictions and administrative systems, they were able to do with impunity things that would have been illegal had their enterprise been located in any one place. Below are just some of the kinds of misbehavior that IOS committed under Cornfeld and Cowett:
1. Money which they said was held on trust for the customers was used to finance maneuvers for the benefit of IOS itself, its directors and employees, and their friends.
2. At many times, and in many parts of the world, the IOS sales force engaged in illegal currency transactions on a massive scale. Attempts have been made to pretend that this was somehow peripheral to the company’s main activities—but as late as 1970 the IOS Board still acknowledged in their meetings that important sections of the IOS sales operations were illegal.
3. IOS consistently misrepresented the investment performance of its largest fund, and used the misrepresentation to sell hundreds of millions of dollars’ worth of fund shares.
4. The basic nature of the best-known IOS fund, the Fund of Funds, was systematically disguised. It was supposed to offer the investors a diversity of investment advice. For most of the time, it did nothing of the kind—it merely charged its investors a double fee on the pretense of doing so.
5. The customers’ money, in the funds, was frequently invested in unmarketable shares, and often in securities which IOS was floating for its own profit. There was a series of reckless speculations that culminated in a catastrophic venture into oil and gas exploration rights in the Canadian Arctic.
6. IOS paid itself a fee of nearly $10 million for having “revalued” those Arctic rights. Not only were the grounds for revaluation dubious, but in some cases the rights had not even been earned at the time they were “revalued.”
7. As well as selling shares in the funds it managed, IOS eventually sold $100 million worth of its own shares to the public. These shares were sold on the basis of prospectuses which were misleading by reason of omission and misrepresentation.
8. Cash raised in this manner (see 7) from the public was used for the personal benefit of directors of IOS—and in the end the controllers of the company lent to themselves so large a proportion of the company’s liquid cash that they brought it to the brink of collapse, and damaged the interests of thousands of their customers.
9. Ed Cowett, who had already left the IOS Board after an episode involving financial impropriety, was restored to power and given, by Cornfeld, complete day-to-day control of IOS and its system of banks and investment funds.
Bad as the particular items in this short summary of IOS’s misdeeds are, they are only individual instances of a general proposition: IOS pretended to be creating wealth for the many when it was really making money for the few. That proposition will be demonstrated again and again in this book. But now it is time to take leave of generalities and to take a closer look at the remarkable figure of Bernard Cornfeld. There can be no better moment to savor the full absurdity of the contrast between the façade that IOS presented to the world, and the reality backstage, than the zenith of Cornfeld’s power and reputation.
•       •       •
In the first week of February 1970, Cornfeld flew to New York to be the principal speaker at a conference organized by a periodical called the Institutional Investor. The invitation was a remarkable enough accolade in itself: the use Cornfeld chose to put it to was a breath-taking illustration of his nerve.
It is important to understand the setting, the occasion, and the time.
The setting was New York, the true test and only stage for success in Bernard Cornfeld’s world. He had first come to the city as a child from Turkey in 1931. He was nearly thirty when he left to seek his fortune in Europe. It had been one of the proudest moments of his life when he came back to New York in 1960, as a rich man, and the New York papers interviewed him as the latest verification of the American dream. Making it in New York, he told the reporters then, was what counted. But in 1967 he had been banished from New York. Or rather, while he himself could go there as often as he liked and could cut a flamboyant figure in the East Side discotheques, his firm was banned from doing business there by order of the Securities and Exchange Commission, because of certain irregularities and deceptions. Now he was back in New York again, and with the financial community literally at his feet.
The Institutional Investor is a plump journal, whose elegant pages are not available to the general public. You may subscribe to it if you belong to a firm that is a member of the New York Stock Exchange or if you are otherwise engaged full time in the investment business. Its editor, George J. W. Goodman, is a friend of Cornfeld’s and has written for the IOS magazine. But his chief claim to fame is the authorship, under the pseudonym Adam Smith, of the best seller, The Money Game, in which he described the antics of the new generation of Wall Street money managers. He called them “the gunslingers” and it was a good name, because they brought to the responsibility of managing other people’s money roughly the degree of prudence which cowboys brought to town on a Saturday night in the Old West. (It should be said that Goodman was not especially wide-eyed about the atmosphere he described, but the market was still buoyant when the book came out, and the customers were more amused than alarmed.)
Naturally, there were “gunslingers” among the “institutional investors” who gathered to hear Cornfeld on February 4. Not that it was in any sense a disreputable audience. Far from it; all who were there were citizens of the highest probity and reputation—as Wall Street measures those values. It was a gathering of men, and some women, who were collectively responsible for managing tens of billions of dollars of other people’s money entrusted to the insurance companies, pension funds, and mutual funds which they advised on investment. But where the word “institution” in New York, in a financial sense, had once carried connotations of staid conservatism, by 1970 many “institutional” investment professionals were committed to “aggressivity,” “performance,” and the other slogans and catchwords of the peak market years. Risks which had seemed daunting ten years or even five years earlier now seemed commonplace. For twenty years, share prices on Wall Street and indeed on most other exchanges in the world had risen with only brief interruptions, and there was a growing confidence that they would go on rising forever. “These guys,” reflected one old Wall Street reporter, “really thought they had repealed the law of gravity.”
By the time Bernard Cornfeld appeared before them, it is true, this professional optimism had been considerably shaken. The market had passed its peak, with the Dow-Jones index a fraction above the magic 1000 mark, just over a year before; and since then it had fallen by an uncomfortable 15 per cent.
That was not, in itself, a disastrous decline. What was more worrisome was that the particular category of stocks on which the institutional professionals had put their main hope of getting the all-important “performance” had begun to slither down faster than the index or the market as a whole. There were the jerry-built “conglomerates,” piled up through takeovers mainly paid for with inflated paper. Many of them were collapsing like so many card houses.
Among the more intelligent of Cornfeld’s listeners, therefore, there was a sense of unease about the market. But prices had only slipped. They had not yet crashed, and the fashionable attitude was to see what had happened as a minor setback. Few of them seemed to have any serious forebodings about the market; fewer still saw anything fundamentally wrong in the feverish atmosphere and gunslinging techniques of the Great Bull Market which—though a very few were willing to acknowledge it—had now come to an end at last. It was easier to look for scapegoats and, for this mood, Bernie Cornfeld was their man.
With a salesman’s flair for divining what an audience wants to hear, Cornfeld plaited his speech out of two themes. One was Messianic confidence about the potential glories of the market. And the other was denunciation of the agency which he blamed for the market’s immediate difficulties: none other than his old antagonist, the Securities and Exchange Commission.
Short, plump, with a wide mouth, Bernie Cornfeld speaks in private for the most part in an intense whisper. On the platform, his manner is evangelical and his language grandiloquent. “I am convinced,” he told the Institutional Investor’s conference, “that the American securities business is at the heart of what makes this country vital and dynamic.” The years of the bull market, he said, had seen “an extraordinary creative development of new ways of marshaling the money which is the lifeblood of enterprise.” He did not stop to say whether he was thinking of the conglomerate, the offshore mutual fund, or the hedge fund, or which of the other new ways of marshaling money looked rather less creative today. He swept on into a passage of prophetic eloquence.
“This is the promise,” he declaimed, “that everyone who is willing to work and to save can participate in economic development. . . . That the dream of a more equitable distribution of wealth can be realized within the structure of the free-enterprise system. It is also the promise that the dynamism of our economy will result in the knitting together of the shattered bits and pieces of our society. . . . This is why I am convinced that what is good for the American securities industry is good for the country.”
But then he turned to his second, less optimistic theme. His own company, he predicted, would have $15 billion to invest by 1975. In the past, it had invested overwhelmingly in Wall Street. But now he could give no guarantee that this would continue. “From our vantage point in Europe, we sense a malaise within the investment community here. . . .”
What was the cause of that malaise? Fear that the market might continue to fall, as it had been falling for about a year? An uneasy recognition that much of the rise in the market in the last years of the boom had been due to reckless speculation in largely worthless paper? Nothing could have been further from Cornfeld’s mind. He spoke of the Vietnam war, of the decay of great American cities, of the alienation of the blacks, and of atmospheric pollution. It was not too much to say, Cornfeld thought, that America was in a state of crisis. And it was at this moment that the Securities and Exchange Commission had chosen to make its spring. The SEC, he said, had “adopted the simple device of attacking virtually every sector of earnings in the securities business. And a weak, unprofitable securities business means a weak, unprofitable market.” The point had been reached, he said, when “the public interest seems to be the least of all considerations when the Commission moves into action.”
Insofar as he chose to support this sweeping allegation with specific charges, he accused the SEC staff of misusing its power—by blocking the prospectus of any firm that continued to do business with IOS. He attacked the Commission for not regulating the trade in unregistered securities, and for impoverishing brokers by suggesting that commissions might be cut for the benefit of the customers. And he deplored its attitude to the enormous flood of brokerage commissions generated by the market. The SEC wanted these diverted back to the customers: that, said Cornfeld, would impoverish Wall Street.
It was an inspirational performance, and the audience acclaimed it rapturously. A few years earlier, most of them would have examined the entrails of a goat for economic pointers as readily as they would have listened seriously to Bernard Cornfeld. Some of them remained a little dubious about some of the things they had heard about his early days, a little shocked by some of the things the SEC had found out about him. Others were amused by his personal flamboyance—the tufty beard and the nippy-waisted French-tailored suit. But after all, they liked to think of themselves as a bit piratical too. “Conservative” had become a bad word in their vocabulary, and many of them, while not going so far as to sport beards, had been carefully growing their side whiskers for several months in search of a more emancipated image. The main point was that Bernie Cornfeld was playing their tune: happy days are here again, and to hell with the spoilsports from the SEC.
Cornfeld had shown that his heart was sound by paying tribute to the social importance and wisdom of his hearers. And had he not proved his worth—while incidentally demonstrating the superiority of American get-up-and-go to the effete European establishment—by accumulating more than $2 billion in assets under his management?
There seems often to be a moment, just before the climax of a great folly, when even the sturdiest skepticism surrenders. Wall Street is not mainly populated by fools, and there were plenty of clever men present to hear Cornfeld’s speech who knew what nonsense he was talking. Many of them knew, for example, that while he was denouncing the SEC for not having regulated unregistered securities, his own funds were stuffed with them. Some of them, come to that, had sold them to him. Again, when he talked piously about brokerage commissions, there were plenty who knew that the SEC had caught IOS diverting brokerage on a massive scale—not to the customers, but to themselves, via, on one occasion, a lady named Gloria Martica Clapp, who lived in the Bahamas. In more general terms, few who stopped to think for a second could have seriously accepted the thesis that the SEC was out to destroy the securities business. But when the old tin kettle is drummed hard enough, disbelief is often silent.
It was not only Wall Street that acclaimed Bernie Cornfeld that week. The night before his speech, he attended the annual cocktail party which the Washington Post gives in New York. The guest list reflects that well-informed newspaper’s judgment of who really matters in the city. It includes writers, bankers, politicians, political hostesses, and artists. In 1970 the unofficial but undisputed guest of honor in this company was the legendary Bernard Cornfeld, prophet of People’s Capitalism. He was, from all accounts, the success of the evening: warm, modest, amiable, and statesman-like—drinking, as always, nothing stronger than Coca-Cola, speaking softly, and retiring early.
A short while later, New York magazine published an article which rounds out this picture of Cornfeld at the height of his glory. It described an extraordinary meeting, a sort of Field of the Bed of Mink, between Cornfeld and that other merchant of fantasy, Hugh Hefner. Shortly after the Institutional Investor meeting, the two of them had retired, with their respective retinues of counselors, hangers-on, girl friends, and servants, to Acapulco, where they wished to discuss possible joint ventures in the real-estate business. (Cornfeld, apparently, was not much taken with the layout in Hefner’s private aircraft, known as the Black Bunny.) Altogether, the article portrayed Cornfeld as frivolous in a way which would have been lethal, a few short years before, to a man who depended as he did on the approval of the financial community. No damage seems to have been done: the late Roman private life was taken as completing the enviable splendor of his image.
In February 1970 Bernie Cornfeld seemed to stand on a high mountain. He owned more chateaux, town houses, villas, and apartments in the world’s capitals than any Rothschild or Estérhazy in their high times: a few days before he flew to New York he had just bought his second castle. He owned horses, wild animals, boats, airplanes, cars, fashion houses, and model agencies. He moved incessantly between these luxurious possessions, surrounded by as numerous and pleasure-loving an entourage as a prince of the Holy Roman Empire. And there was something more flattering, and more interesting, about his famous “life-style” than the ordinary spending power of great wealth. He had contrived to recruit, in the envious and egalitarian twentieth century, what amounted to a private army of vassals: his sales force. Many of them were fanatically loyal; and he knew how to keep them that way with a complicated system of lavish gifts, grants of profitable territory, and elaborately structured financial rewards. It was even rumored—and Cornfeld himself did little to scotch such rumors—that he lived in the middle of an adolescent’s fantasy of a harem.
But what impressed the hostesses and journalists of New York was not so much the picturesque surface of Cornfeld’s life; it was that it seemed to be solidly built on a golden foundation of money. On one single day the previous summer, investors had poured $30 million into the IOS funds. “The most important economic force in the Free World”? The shrewd thing to say in February 1970, was that, by God, Cornfeld might just make it.
•       •       •
As it turned out, that was almost the last moment when it would have been shrewd or even sensible to have said any such thing. And nobody would have been saying it then, if they had realized the extent of the financial shambles the statesman of People’s Capitalism had left behind him in Geneva.
On February 11, just seven days after Cornfeld’s speech to the institutional investors, the financial controller of IOS, a young accountant named Melvin Lechner, finished the consolidation of the 1969 accounts for IOS’s many subsidiaries and arrived at a tentative total for the company’s profits.
We shall see that the profit of IOS, as such, was by no means the all-important figure that it would be in more orthodox concerns. Profit or no profit, the operations of IOS enriched the men who ran it in various ways. Nevertheless, even the least skeptical of Cornfeld’s hearers in New York might have been less willing to take him seriously as a prophet and teacher if they had realized the truth about his own business.
The figure that emerged from Lechner’s calculations was $17.9 million. That might sound like a lot of money. But Lechner knew that in terms of IOS’s expectations, and of the way those expectations had been capitalized in the price of its shares, it was a catastrophe.
Cornfeld had airily predicted profits as high as $30 million. In the end, as we shall see, even Lechner’s first figure proved to be a mighty overestimate.
When Lechner had reached and checked his alarming figure, he did not call Cornfeld. For more than a year, Cornfeld had delegated most of the day-to-day management of the business to Ed Cowett. Slim, cool, a trifle saturnine in appearance, Ed Cowett was now master of detail. He was even farther away than Mexico: he was in Tokyo. As soon as Lechner confided the profit figure to him, Cowett’s assistant, Hal Vaughan, called Tokyo and gave Cowett the figure over the phone. Cowett canceled his plans and was back in Geneva by the following weekend.
Cowett knew perfectly well how serious the situation was. Already, in January, Lechner had been sufficiently worried by the financial trend to have written Cowett a confidential memorandum, describing in detail the alarm bells he could hear ringing. So Cowett reacted to the bad news with his habitual coolness. For some time, he continued to insist that the profits were not the $17.9 million his own controller had told him, but $25 million.
But the truth could not be hidden forever. That telephone call to Tokyo was the beginning of the end. Bit by bit, the real state of affairs began to leak out. The sales operation was running into a loss. . . . The profits from managing the funds had been propped up by the Arctic deal. . . . The money raised from the public issue of IOS Ltd. shares, little more than six months before, had all been spent.
At the very moment when Cornfeld, parading himself to the world as a major prophet, was achieving his greatest public acceptance, the train of events was under way which was to expose the absurdity of his pretensions.
Less than a year later, he was back in Acapulco. His shares in IOS had been sold, and he had cut his last links with the business he had created. Hardly anyone wanted to hear his views on the future of society any more. No one in their senses could believe any longer that Investors Overseas Services would ever have $15 billion under management, still less that it would be the most important economic force in the Free World.
Within weeks of Cornfeld’s tirade against the SEC, the stock market cracked and fell even more steeply. “This decline, the largest and most protracted since World War II,” one of the best-respected investment men on Wall Street wrote, “was a severe reaction to a period of excessive speculation.” Cornfeld blamed the SEC for what had happened. We shall see that his own organization was not merely a victim of the market break; by a combination of sheer size and reckless commitment to “excessive speculation,” it was one of its causes.
It is only fair to say that Institutional Investor remained loyal to the prophet it had sponsored. At its annual conference for 1971, Mr. Bernard Cornfeld was again asked to speak. This time, however, his appointed topic was: “What went wrong?”
It is time to take a detailed look at what did go wrong. When we have done so, it will become plain that the really interesting question is not so much why Cornfeld and his friends failed. It is how they managed to succeed as long as they did.
For this is not only a story about Bernard Cornfeld and Edward Cowett. They could never have flourished as they did without the acquiescence and, sometimes, the active help of others. Victory, they say, has many fathers, but defeat is always an orphan. It was the same at IOS. After the crash, it was surprising how many people gave us the same excuse, “We never knew!” It is hard to believe that they could not have found out if they had wanted to. This is a story largely populated by people who didn’t want to know, and grew rich in ignorance.
Not all of them were inside IOS. Outside the company and its associates, there were concentric rings of others, less responsible for what happened, but still willing to profit in some degree from what was done. IOS worked with accountants, lawyers, bankers, brokers, advertising men, and publicists of every kind. No doubt they didn’t know quite how dishonest IOS was capable of being. But again, in too many cases, they didn’t want to know.
For the real importance of this story is not that a particular group of men managed to get away with certain maneuvers which are not allowed by most developed legal systems. It is not even that a very large number of people lost a great deal of money as a result. The real lesson of the IOS story is an old one: it is that human communication is so fragile that a man can put out whatever propaganda he likes in his own interests and be sure that enough of it will be believed to make his fortune.
The dwindling but still huge pile of money in the IOS funds is a monument not only to the energy of the legendary sales force, but also to the proposition which Dickens expressed in his phrase about the human bee, and how they will swarm when the old tin kettle is beaten.
Or as that skeptical Scottish philosopher David Hume put it, “No man need despair of gaining proselytes to the most extravagant hypothesis, who has art enough to represent it in any favourable colour. The victory is not gained by the men at arms, who manage the pike and the sword, but by the trumpeters, drummers and musicians of the army.” Let us go back to the apprenticeship of a master drummer.

• •  2 • • 
The Making of a Conceptual Salesman
In which we examine the political and psychological background of Bernard Cornfeld and the early growth of his talents.
The most durable of all the legends about Bernard Cornfeld concerns his original financial motivations, and the impulse which started him along the road to Geneva and People’s Capitalism. The story is usually told like this:
Bernard Cornfeld, an idealistic young socialist, is the son of a widowed immigrant in New York. Fresh from Columbia University’s School of Social Work, he takes up a post as a social worker in Philadelphia. The exact nature of his duties is not stated, but “slums” are mentioned. His income as a social worker is slender, and in order to have enough money to take girls out, he begins selling mutual-fund shares in his spare time. Now, the young socialist experiences a conversion; he perceives that the open-end investment fund can be made to resolve the cruel contradictions of capitalism.
Why is it that only the rich can invest in the wealth created by capitalism and thus increase their wealth? It is because the poor have few dollars left over from purchasing the necessities of life. They cannot afford to tie up this slender surplus in investment. To sell shares successfully, you need expert brokers. And there is the eggs-in-one-basket problem: what about the widow who has invested her $50 in the shares of a company which collapses?
But now the mutual-fund salesman goes among the people. Through him, they are enabled to turn their savings into shares in a Fund. Many mites are thus assembled into a great whole. Wise men invest this ample Fund in the shares of many industrial concerns. And if, as should normally be the case, most of these investments rise in value, then the rise increases the value of each of the shares of the Fund. Thus the savings of the poor are multiplied, without risk. And the Fund undertakes that it will always redeem a customer’s shares, immediately, for cash. The advantages of investment are combined with the blessings of its great opposite, liquidity.
In the legend, at least, Bernard Cornfeld accepted with religious fervor the excellence of this vision. He has himself recalled the birth of a conviction that “money possesses a strange kind of purity,” and the further conviction that capitalism could now be employed to bring about that equitable distribution of wealth which was the aim of socialism.
This idealized portrait of the open-end fund mechanism is not totally at odds with reality. But there are some important variations possible, such as the size of the cut that the salesman takes for himself, and the manner of insuring that the little people’s savings are deployed with suitable wisdom. The picture of Cornfeld’s youth similarly differs in some significant ways from what actually occurred.
Cornfeld did spend the better part of one year as a social worker, but it was nowhere near the slums. He worked among the middle class as a youth leader, and he had already made his acquaintance with mutual funds before he reached Philadelphia.
•       •       •
Cornfeld’s father, Leon, was a Romanian: he was an actor, impresario, and film producer. He must, in the 1920s, have been one of the pioneers of the movie business in Central Europe; he had offices in Vienna and in Istanbul, where Bernard was born on August 17, 1927. Leon Cornfeld had been married once before when he met Sophie, Bernard’s mother, in Vienna, and he already had four sons by his first wife. In Istanbul, the family suffered an appalling setback when Leon fell through a defective pavement grille into a basement. His injuries ended his acting career at once.
The family removed to America—first to Providence, Rhode Island, and then to New York. Leon began teaching German literature, but died three years later, aged over seventy. Bernard can just remember his father taking him to the Yiddish theater. Sophie Cornfeld, who was clearly a woman of great character, went to work as a nurse, which in those days required “working for twenty hours a day and sleeping four.” It was a role that she apparently bore with considerable fortitude, although it was not one for which she was prepared by her family background. Her own family were Russian Jews, who had enjoyed a moderate prosperity until disturbed by the Revolution.
Bernard Cornfeld thus belonged by birth to the displaced intelligentsia of Central Europe, not to the wave of immigrants who came to America from a background of real poverty. There is little doubt that Sophie Cornfeld consistently expressed a belief that the Cornfelds were entitled to something better than the shabby gentility which they endured in Brooklyn. It is tempting, too, to guess that Cornfeld inherited important traits of character from his actor father: a flair for taking on whatever role would best enable him to manipulate a situation to his advantage. He can talk like a broker among brokers, a film producer among film producers, a banker among bankers.
All of the four earlier sons of Leon Cornfeld are now dead, one having been killed while serving in the U.S. Navy in the Second World War. Eugene became sales director of a paint firm in Boston, but both Sam and Albert (who spelled the name Cornfield) were in movies like their father. Quite clearly it was from his family that Bernard Cornfeld acquired his lifelong fascination with show business. Albert Cornfield became a fairly successful movie executive and an intense conservative in all business affairs, who consistently maintained for many years that the financial theories of his young relative Bernard were not to be taken seriously. Albert was horrified by Bernard’s famous advertisement in the Paris Herald Tribune which asked for salesmen with “a sense of humor.” But in the end, the old gentleman’s skepticism was eroded, and according to his son, Hubert, he put some money into IOS not long before his death in the summer of 1970. “The crash came as a blow to my father,” Hubert recalls. “He could have said to Bernie, ‘I told you so.’ But he didn’t.”
Bernard Cornfeld grew up as a plumpish boy of rather less than middle height. Probably Sophie Cornfeld’s most important influence on her son was her powerful devotion that accustomed him early in life to occupying the center of the emotional stage. Her political sympathies, which Cornfeld once described as “tsarist,” clearly made little overt impression. As a small boy in the 1930s, he claims to have been an avid collector of nickels and dimes to support volunteers of the Abraham Lincoln Brigade, who were fighting against General Franco in the Spanish Civil War.
Cornfeld derived his early political coloration from influences outside his home. He grew up in an energetic and attractive Jewish community in which a liberal, frequently socialist cast of thought was accepted as part of the norm.
The Cornfelds lived in several apartments in Brooklyn, winding up with the ground floor of a house at the corner of Farragut Road and Avenue H. The environment was seedy and depressing, rather than poverty-stricken. Cornfeld recalls taking night-work in a fruit store to earn money for a bicycle, and spending his weekends selling lollipops at Coney Island. He went first to Public School 153, and then to P.S. 225, and then to Abraham Lincoln High School. Archie Roth, an almost exact contemporary, first met Bernie at a Boy Scout camp in upper New York State, during the early 1940s.
Roth recalls that Cornfeld the boy scout “wasn’t the outdoor physical type. . . . He was a very independent cuss. He knew what he was after, and could be very single-minded. He wasn’t a robust guy as I remember it. In fact, I seem to remember he had some trouble getting his life-saving certificate. He wasn’t studious either. To sum up Bernie, I’d say he liked crowds, and he liked organizing people.”
In Cornfeld’s own recollections of youth and childhood, he sees himself as a dominant, organizing personality. In 1970, he told James Fox, a colleague of ours, “I was always the neighborhood leader. I was the leader of my neighborhood club, then I became leader of my boy scout troop. . . . You know, a lot of these things are elected kind of roles. Kids choose their leaders, and I was chosen as their leader. Every now and then you had to make your point in a fist fight. . . . But in almost every situation, there is a kind of group protectiveness. You always operate in groups, and in any group there are some big guys and some little guys.”
There is an anecdote, from scouting days, of Cornfeld the organizer, aged fourteen or fifteen. Each summer the scoutmasters and scouts used to choose the scout who had most notably “given cheerful service” during the period of the camp. This award was regarded as a considerable honor. One year, Cornfeld decided to win it and began to organize support. He had not understood that an award given to recognize uncalculating generosity becomes pointless if people calculate to win it.
This youthful maneuver is said to have failed because the canvassing became too blatant. (Cornfeld did acquire an authentic distinction in his scouting career: in October 1944 he became an eagle scout, having reached a suitable level in map-making, knot-tying, and tests of initiative.)
Brooklyn College, where Bernie went after Abraham Lincoln High School, was naturally important in the formation of his early political attitudes. But even before that, he came under the influence of the Three Arrows Camp.
This had its origins in the Jewish community of Parkchester, in the Bronx. Its members were wealthier people than the Cornfelds of Brooklyn. They were successful doctors, lawyers, and businessmen, with a sprinkling of teachers and social workers. During the 1930s, the Jewish people of Parkchester lived in an atmosphere of continuous political debate. The aftermath of the Depression, and the rise of anti-Semitism in Europe combined to engender a powerful left-wing mood.
Just before the outbreak of the war, some seventy-five families from Parkchester got together and bought some cheap land in the north of New York State, where they established the Camp of the Three Arrows to combine holiday making with a practical experience in communal socialism. The tradition was for the men to take strenuous walks, to fell trees, and to till the soil, while the women sunbathed and prepared meals over open fires. The evenings, naturally, were devoted to animated and wide-ranging political debate.
The Three Arrows became one of the more important social centers of American left-wing politics. Norman Thomas was a frequent guest. Naturally, the relatively well-to-do people who founded the Three Arrows were determined that its benefits should be available to all, and so a tradition was rapidly established in which members of the Young People’s Socialist League (who were known as “Yipsels”) were invited to the camp from all parts of New York. Cornfeld enjoyed at least one such holiday in the late 1940s, sleeping on the floor of a barn.
The aspirations expressed at the Three Arrows were more vehemently expressed at Brooklyn College, where Cornfeld arrived in 1948 after serving two years as an assistant purser in the merchant marine. (He made several trips in tankers down to the Maracaibo oil fields in Venezuela. From this experience would seem to date Cornfeld’s interest in foreign currency and his seminal observation that “no matter what it looks like, it’s all money.”) Brooklyn College was then in a state of fierce political ferment. The students were united in a desire to avoid the classroom at all costs. Julius Jacobson, who was a student at that time, says, “We were all engaged in one basic course. We wanted to major in cafeteria.”
Majoring in cafeteria—where one table carried the slogan, “Peasants’ and Workers’ Soviet of Brooklyn College”—meant strenuous mental exercise. It was a matter of hours of merciless political debate, of producing leaflets, setting up meetings, writing tracts. As one veteran of the period put it, “All you needed in those days was a nut and a mimeograph machine, and you were in business as a party on the American left.”
Cornfeld’s time at Brooklyn straddled the presidential year of 1948, which sharply intensified the political ferment. To the Brooklyn radicals, naturally, the Democrat Harry S Truman was only slightly, if at all, less contemptible than the Republican Thomas E. Dewey. But there was little agreement on which tactics would most suitably expose the hollowness of Establishment pretensions. The Communists on campus came out without hesitation for Henry A. Wallace of the Progressive Party. But for most other people, Wallace’s approval of Stalinist Russia was too much. The American Socialist Party decided to try to draft Norman Thomas, and the enterprise is now remembered with affection as one of the great lost causes of the Left.
Cornfeld had arrived on campus as a member of the Yipsels, which decided his loyalties, and he threw himself enthusiastically into the task of organizing for the Thomas campaign. It appears that Cornfeld and a young man named Shim Levy were the effective leaders of the Brooklyn College socialists.
Already the nucleus of the IOS high command was beginning to assemble. Two prominent members of the group that Cornfeld and Shim Levy led were Richard Gangel and Eli Wallitt, both of whom became IOS sales chieftains of the first rank. These young people had a political mentor a few years older than themselves. In 1970, he remembered them with some clarity. “The first time I met them half a dozen of them came to the house where I was living in a basement apartment, and we had a huge discussion about Thomas as opposed to the capitalist candidates. The leader of the group was a guy called Shim Levy. The only time I came across him later he was selling mutual funds, oddly enough, but for some outfit that was nothing to do with Cornfeld, as far as I knew.
“Anyway, these young kids were clawing and searching for some kind of role for their idealism in a confusing world. They were just young enough that I felt I could help them, being a little bit detached from their problems and so on. What I am coming to is that Cornfeld struck me—and I saw quite a lot of him for about a year—as one of the most egocentric people I had ever met and I found him very irritating. It was inconceivable for him ever to admit that he was wrong about anything.
“He was always bringing girls around, to show them off I felt. They were the sort of girls you would expect, highly intellectual Jewish girls, not fashionably dressed, some rather nice. But you felt he just wanted to show them off.”
The prime aim of the Norman Thomas campaign was to obtain enough voters’ signatures to have their man placed on the ballot for President. Brooklyn produced more signatures for Thomas than any other part of the United States. But not all campus radicals accepted the aims of the Thomas campaign. The Trotskyite Socialist Youth League (SYL), in particular, was bitterly anti-Thomas. In the infighting that ensued, Cornfeld showed few inhibitions. He went to the Faculty Committee on Student Affairs, and tried to have the Socialist Youth League bounced off the campus. The charges were damaging ones: that the SYL’s founder, Julius Jacobson, an ex-GI, was not a genuine student, but a specially imported agitator, and that the SYL was a revolutionary group aimed at overthrowing society.
An afternoon was set aside to hear the case. Cornfeld made a speech in which he damned the SYL as subversives. Jacobson followed with an eloquent address on intellectual liberty—and pointed out shrewdly that the Debs Society which formed the basis of SYL had been on campus long before Cornfeld and the Yipsels showed up. The committee threw the charge out.
It seems fair to ascribe Cornfeld’s denunciation of the SYL to tactical necessity rather than any profound ideological principle. For when the Thomas band wagon limped to a halt a few months later, Cornfeld and most of the Yipsels joined up with the SYL, and remained dedicated members for something like a year. “Yes,” says Jacobson, “it is true. At one point in his life, Bernie really was a socialist revolutionary.”
Bernard Cornfeld, like most of his contemporaries, was casting about intellectually and emotionally—“looking for something,” in the usual formulation. As he appears in the recollection of his contemporaries, it seems that he was not looking for political belief as such, but for some means of making an impact in the world.
•       •       •
Cornfeld started at Brooklyn College under a considerable disadvantage. He had a stammer that was bad enough for him to ask teachers not to put questions to him in public. This speech impediment, and the successful treatment which he received for it, may well have affected the whole course of Cornfeld’s life.
By the time he came back from the sea in 1947, his stammer was proving enough of a liability to make him seek treatment. He consulted a lay therapist, named Willard Beecher, and told him that he wanted to cure his stammer in order to become a salesman like his elder half-brother, Eugene. He had made an interesting choice. For Beecher and his wife, Marguerite, were followers of Freud’s great rival Alfred Adler, whose theories of “Individual Psychology” were undergoing something of a renaissance at that time. Adler’s disciples often seem to be able to read as many meanings as they care to into his writings. But virtually all of them follow the master in being particularly interested in stammering, and Willard Beecher was no exception. The treatment he offered for stammering was a quintessentially Adlerian blend of elaborate theorizing and blunt common sense.
Beecher declares that stammering is a “plea for mercy.” He then divides stammering into two basic groups: there are those who open their mouths and their eyes, and then splutter incoherently, and there are those who silently purse their lips. He placed Cornfeld in the group of mouth-pursers, who are supposed to be demanding “exemption.” In Beecher’s words, “they want time to think while the other guys open their mouths and make idiots of themselves.” It is also part of his theory that the pursed “rosebud” mouth is a signal meaning “kiss me” or “admire me.”
At a practical level, Beecher told Cornfeld that he must cease asking his teachers to exempt him from questions. On the contrary, he must seek out every opportunity for public speech and performance. Cornfeld acted upon this advice, and, within a very few months, his stammer came under control and virtually disappeared. The experience was the starting point in Cornfeld’s love affair with applied psychology.
The relationship with Willard Beecher swiftly widened. Cornfeld persuaded Beecher to give a lecture to the Brooklyn College Psychology Club early in 1948, taking some pride in presenting Beecher to fellow students as “my psychologist.” Within a few weeks, a custom was firmly established in which Cornfeld and a dozen or so friends would go for long evening sessions to Willard and Marguerite Beechers’. They became an informal study circle, endlessly discussing Adlerian theories of human motivations, and anatomizing their own personalities and actions. Richard Gangel was an early participant. Eli Wallitt, for some reason, long resisted joining the group, but joined up eventually. Off and on, the weekly Adlerian sessions at the Beechers’ continued for more than a decade.
Attempts by non-Adlerians to analyze the master’s views are apt to incur the wrath of the faithful. But to a layman it sometimes appears that Adlerianism is as much as anything a style of language: there is much talk of “goals” and “strivings,” of “positive outcomes,” “negative outcomes,” and “interpersonal factors.” Nevertheless, some general propositions can be picked out.
Adler rejected the Freudian notion that human personality is assembled from the id, ego, and superego. He claimed that the personality is unitary, that is, individual in the sense of “undividable.” He also rejected the Freudian idea of motivation by irrational “drives,” libidinous or other. Human motivation, for Adler, was a process of “goal-seeking,” and the most important goal for which people strive is “superiority.” Adler does not make the nature of this “superiority” very plain: it could mean some kind of ethical nobility, but more frequently it seems to be little more than success, wealth, or dominion.
Adlerians believe that people who have suffered from “organ inferiority,” such as a stammer, are apt to “overcompensate” by striving especially hard to achieve superiority. In the Adlerian world, you might expect an ex-stammerer to become a great orator.
The striving for superiority is supposed to be moderated by another principle, which Adler called Gemeinschaftsgefühl, best
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