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[All quotations in bold font are from the works of L. Ron Hubbard.]

“We could isolate four conditions of exchange.

“1. First consider a group which takes in money but does not deliver
anything in exchange. This is called rip-off. It is the ‘exchange’
condition of robbers, tax men, governments and other criminal
elements.

“2. Second is the condition of partial exchange. The group takes in
orders or money for goods and then delivers part of it or a corrupted
version of what was ordered. This is called short-changing or ‘running
into debt’ in that more and more is owed, in service or goods, by the
group.

“3. The third condition is the exchange known, legally and in business
practice, as ‘fair-exchange.’ One takes in orders and money and
delivers exactly what has been ordered. Most successful businesses
and activities work on the basis of ‘fair exchange.’

“4. The fourth condition of exchange is not common but could be
called exchange in abundance. Here one does not give two for one
or free service but gives something more valuable than money was
received for. Example: The group has diamonds for sale; an average
diamond is ordered; the group delivers a blue-white diamond above
average. Also it delivers it promptly and with courtesy.”



I want to discuss each one of these:

Rip-Off:

We see examples of this all the time. Everyone has heard of Bernie
Madoff’s Ponzi scheme, considered as the biggest Ponzi scheme in U.S.
history (some 37,000 victims lost an estimated $65 billion).

You can illustrate this exchange condition by drawing two stick figures
facing each other. One is a criminal; the other is a consumer. You draw
an arrow from the consumer to the criminal and write “money” above the
arrow. Now draw an arrow back to the consumer and write “nothing” above
it.

The thought pattern is something for nothing.
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Let’s look at a more subtle version. Here you could have an employee
producing nothing of value to the employer and the employer giving
the employee a paycheck. Nobody’s going to jail but it’s still a rip. The
employee operating at this level will wind up unemployed.

Example: A receptionist receives
$400 a week from a company but
upsets callers, doesn’t pass on
messages, texts friends whenever no
one is watching and so on. Nothing of
value is given back to the company.
That receptionist is operating
at a criminal level of exchange
(meaning that the person is receiving
something of value but producing
nothing of value back). Doesn’t mean
that person is going to jail but it does
mean that the person’s employment
at the company will more than likely
be very short.

Partial Exchange:

In 2000 I lived in a big house in Florida and it had a big swimming pool
in the back yard with a screen-cage built over the pool to keep the falling
leaves, pine needles and bugs from cluttering the pool (you see these
everywhere in Florida). One section of the screen had come loose and was
hanging down so I called a company that builds these cages to come out
and repair/replace the broken screen in my pool. They showed up a week
later and fixed it.

The day after it was fixed, it was hanging down once more. So I called the
same company, told them to come right back and REALLY fix it. I was told 
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that they were booked up and could not make it back for at least 6 weeks.
I told them that this was unacceptable. I paid them money and got back a
screen section that lasted less than one day. They refused to come right
back out. So I kept calling.

Finally I got a call back from the owner of this little company, and he told
me that I had made him angry by pestering them so much. I replied that
I was done talking and would now report them to the Better Business
Bureau, give them a terrible Yelp review and also write a newspaper article
about this incident. It worked. They were at my house an hour later and
fixed the screen. And it stayed fixed.

I also never used that company again. I never referred anyone to that
business. And if anyone had asked me about that company, I would have
told them about the very negative service I got from them. Any business
operating at this level is going to reap negative word-of-mouth about the
company. This will eventually strangle the life out of the business. Don’t let
that business be yours.

Sit back and recall a time when you got short-changed by a person or
business.

Or have you ever felt like you didn’t live up to your end of the bargain?
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Fair Exchange:

Because most businesses try to operate at this level of exchange, it is no
guarantee of survival. The business and the consumer receive no more
and no less than what was expected. There is nothing happening here that
would inspire a customer’s loyalty. Customers in most markets simply look
at the price and go to wherever they can get a better price. In my day it was
called “window shopping.”

However, lowering your prices may be a terrible strategy for winning market
share. In fact it can become quite a trap.

Fair exchange is rather dull in my opinion. It zeroes out the scales.
Example: You go to the store and buy groceries that total up to $100. You
pay $100 to the checkout lady and leave. You get precisely what you paid
for – no more and no less. Example: You charge $75 for a chiropractic
adjustment. The patient feels better as a result of this treatment and pays
$75 to the cashier before leaving.
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Exchange in Abundance:

I have created a little scale of these exchange conditions as follows:
 

The numbers are arbitrary and are only meant to show the negative values
of rip-off and partial exchange and that by operating at a fair exchange you
have really only come up to zero. One only gets into a surplus of exchange
at Exchange in Abundance.

Example: I used to drive a Jaguar, one of those V-12 British engineered
Jaguars, and every time I took it into the dealer to have anything at all done
I couldn’t get out of there without dropping at least $1,500. Worse, the
problem with the car would usually come back. This partial exchange would
upset me to no end.

Then one day I was seeing a client in Chatsworth, California. My car was
making this weird noise in the right front wheel and I had paid good money
to fix it. So I whined about it to my client and he recommended that I take
it to this mechanic in Chatsworth – an older man he had heard about who
worked only on Jaguars. So I did just that.
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As I drove into the parking lot of this mechanic, I saw lots and lots of
Jaguars in that parking lot and thought I’d be waiting in a long line to see
this guy. Instead, he walked right up to my car and asked how he could
help. I told him about the problem. He asked if I could leave the car there
for 2-3 hours. He offered to have his son drive me to the client site and
when done his son could pick me up and bring me back – no charge. I was
impressed.

A couple of hours later the mechanic called me and said the car was fixed
and ready to be picked up and his son could pick me up in a few minutes
or when ready. I timidly asked what the bill was going to be. He replied that
it was $42.63. I was stunned. He said it was a very small problem with a
simple and cheap fix.

His son picked me up, brought me to his shop and I paid the $42.63.
Because he had exceeded my expectations, I felt somehow that I
had not paid him enough. I had a surplus of exchange and so felt
somewhat indebted. So how did I get my exchange in with him? I
promoted the hell out of this mechanic to everyone I knew who had a
Jaguar. I referred business to him.
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Comment Regarding Exchange in Abundance

How is it that operating at the level of Exchange in Abundance “guarantees
expansion?”

This is a very important point to grasp.

If you deliver above the client’s expectation, he receives a greater value
than he paid for. You could say that he winds up with a surplus. You
exchanged more to him than he exchanged to you. He is left with a certain
sense of indebtedness to you. Thus he will begin promoting your services
to others in an effort to increase the value of his exchange to you.

Have you ever watched a movie or gone to a restaurant and left with a
sense of having received value that was beyond your expectation? What
did you do? My guess is that you told others about what a great movie it
was or what a wonderful restaurant it was.

This is called positive word-of-mouth promotion and it is the most valuable
promotion you could cause to be out there.

And rest assured – you cause it.
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Implementing These 
Principles of Exchange

Any client that walks through your
door has an unspoken set of criteria
they use to judge the quality of
your business. It would be a great
exercise to survey a dozen or so
clients with this question: “WHAT
FACTORS DO YOU CONSIDER
WHEN JUDGING THE QUALITY
OF YOUR VISIT TO OUR
BUSINESS?”

This requires having a clipboard and pen and writing down the answers the
client gives you.

Don’t be too surprised if you discover that their set of criteria is not entirely
related to the quality of service. The following criteria were obtained from
such a survey:

• PARKING – How easy or difficult it is to find a parking space.
• FRONT DESK – The friendliness, courteousness and speed with which

they were greeted. 
• SPEED OF SERVICE – How short or how long they had to wait in the

lobby.
• QUALITY OF SERVICE – How friendly and professional the staff were

and how clearly any directions were given.
• FRIENDLINESS OF STAFF IN GENERAL
• CLEANLINESS OF THE PREMISES
• ACCOUNTING ACCURACY
• PRICE OF SERVICE
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The above criteria may be different than the one you get from your clients.
Now, once you have established your own set of criteria obtained from
your own clients, you can turn it into a checklist. You would then need to
determine what could be done to improve any point that is OUT (lacking) or
reinforce any point that is IN (not lacking).

By getting all the points IN you will be raising the standard of exchange of
your business.
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The reward for diligently getting this done will be greater numbers of clients 
and especially new clients and more revenue for the business. These 
conditions of exchange apply to ANY KIND OF BUSINESS.

  Written by
  Bill Johonnesson
  Board Chairman
  Effective Business Management
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