
CONSUMER FRAUD 



Pyramid Schemes 

 

How does 

 it work? 

 

People are asked to invest dollars 
with the promise that they will 

earn exceedingly high returns by 
recruiting new members into the 

group.  

Pyramids are doomed to collapse because it's 
impossible to keep getting fresh recruits who will 

pay to participate.  



Pyramid Schemes 

Is it legal or 
illegal? 

In legal, multi-level, marketing plans, 
profits come primarily from selling 
goods and services to consumers.  

Remember, all successful 
businesses depend on repeat 
sales.  If there isn't constant 
demand for the products or 

services, the business will fail.  

In illegal, multi-level marketing 
plans the profits come from 

recruiting new members. 

New recruits give money to 
current members with the promise 
that they will receive money from 

future recruits.  



Pyramid Schemes 

Print out all the information, and contact your state or local consumer protection 
agency for advice.  

Don't buy more supplies than you need!! 
Some fraudulent companies try to force 

distributors to pay for more products than 
they can reasonably sell.  

Be wary of big earnings claims.  

No one can guarantee how much you'll make. That depends on how hard you work 
and whether consumers like your products or services. 

Don't join pyramid schemes that require investments.  (Bookkeeping fee or 
Membership charge) 



Ponzi Schemes 

 A Ponzi scheme is a type of investment Fraud that 

promises investors exorbitant interest if they loan 

their money.  

 As more investors participate, the money 

contributed by later investors is paid to the initial 

investors, purportedly as the promised interest on 

their loans.  

 A Ponzi scheme works in its initial stages but 

inevitably collapses as more investors participate. 

http://legal-dictionary.thefreedictionary.com/Fraud


Affinity Fraud 

Investment frauds that prey 
upon members of identifiable 

groups 

Religious or ethnic 
communities 

 Language minorities, 

The elderly 

Professional groups 

Affinity fraudsters who promote 
affinity scams frequently are – 
or pretend to be – members of 

the group.  

They often enlist 
respected community or 
religious leaders from 
within the group to 
spread the word about 
the scheme  

• Many times, those leaders 
become unwitting victims of 
the fraudster's ruse. 


