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Actor-Network Theory, the Bernie Madoff Ponzi Scheme Scandal and the Golden Ratio


	In this essay, I attempt to identify and review the Actor-Network Theory in relation to the Bernie Madoff’s Ponzi scheme investment scandal that occurred in New York’s famous Wall Street District in 2009.  Undoubtedly, a complex structure utilizing immense knowledge, subjects and objects that proved to be fragmented and centerless.  This fraudulent network proved to be such a powerful assumption of success by so many people involved giving rise to the suggestion that society think past the limits of postmodernism.  And upon further examination, that knowledge and power should be held within a considerable balance to all even with consideration to a proven mathematical formula, the golden ratio, and how it is related to Actor-Network Theory.
	The Actor-Network Theory is largely associated with the works of Bruno Latour and Michel Callon along with John Law and others.  This theory is centered around how networks are assembled using subjects (humans) and objects (technology), called actors, in varying capacities and complexities and then reviewing how society reacts to these networks, i.e., a socio-technical relationship and what it constitutes.  “Actor-network theory is analytically radical in part because it treads on a set of ethical, epistemological and ontological toes.  In particular, it does not celebrate the idea that there is a difference in kind between people on the one hand, and objects on the other.” (Law, 2003)  However, it attempts to analyze everything in a heterogeneous way.
	In 2009, Bernie Madoff, a stockbroker, was convicted of eleven financial felony charges.  His firm, Bernie L. Madoff Securities, L.L.C., was an investment firm founded by Madoff in 1960 but by December 2008, it proved to be the world’s largest Ponzi scheme resulting in over $50 billion in losses.  A Ponzi scheme is “an investment scam which pay returns to investors from their own money, or from money paid in by subsequent investors. Because the money isn’t invested in any kind of investment vehicle, there are no profits.  Instead, the first investors are simply paid out from the money paid in by new investors.” (Action Fraud, 2018)
	For many years, Madoff’s firm was viewed as the most influential and successful firms on Wall Street.  From the outside, it was heralded and even attracted famous clients such as Steven Spielberg and Kevin Bacon.  From the outside, you could easily say the ‘brochure looked good’.  As long as new investors continued to pour in, the Ponzi scheme could still survive and it did for 58 years.
	From the inside, part of the firm was run just like any other investment firm and none of the employees, including Madoff’s two sons, knew of the true function of the main branch of the firm, the fully operating Ponzi scheme.  In fact, the firm had undergone several inspections from the S.E.C. (Securities and Exchange Commission) that regulates and safeguards trading and investments and passed.
	However, from a technological standpoint, Madoff was ahead of the game so to speak.  “The success of Madoff Securities was in part due to a willingness to adapt to changing times; the firm was among the earliest to use computer technology for trading, helping to give rise to the National Association of Securities Dealers Automated Quotations (NASDAQ). Madoff later served as NASDAQ chairman for three one-year terms.” (Madoff, 2018)  Furthermore, to insure the firm’s survival, Madoff declined to work with potential clients who asked too many questions and even refused to educate his sons about how he operated the business so successfully.
	But the main object here is the illusion of a successful investment firm with the main subject being a fraudster, Bernie Madoff.  Other subjects are, of course, the victims including the unknowing employees.  This brings us to subjectivity and collusion…”which implies that there is no such thing as a centered subject:  like objects, subjects of knowledge are multiple or fractionally coherent.” (Law, 2002)  But is this true?  Is it safe for our society to have such large complex systems that the majority of people cannot understand or have the opportunity to analyze?  Is there perhaps a golden ratio of knowledge that is suitable for the majority of society, a ‘societal homeostasis’ if you will?  
	“Here is the argument. If we want to understand the mechanics of power and organization it is important not to start out assuming whatever we wish to explain.” (Law, 2003)  In regards to the Actor-Network Theory, do people more commonly engage or participate without full knowledge allowing for an imbalance of power?  How do we overcome this resistance?  And most importantly, why did we consent to collude in this?  Michel Foucault also embraced this philosophy of examining powerful organizations and it meshes with the Actor-Network Theory as well in that questioning and analyzing leaders and governing bodies is essential to our well being.
	But this isn’t the first time something like this has happened.  The French Revolution, The Soviet Union, dictators and more are all examples of the an imbalance of objects and subjects that come toppling down.  In analyzing the how society interacts with the mechanics of power is at the heart of Actor-Network Theory and why there is a lack of stability in maintaining this power seems to lie in the proper balance and knowledge available to all.  That it does at some point become too complex for the average individual and perhaps that this is very much on purpose as Foucault may have us believe.  “There are multiple distribution of subjects and multiple distributions of objects.  And these distributions overlap.  Sometime the overlaps work to make patterns of light….and sometimes they do not and then we find that we are left in the dark places, turned into a fragmented set of subject positions confronted by an equally uncoordinated set of object positions”. (Law, 2002)
	When we start to examine the dynamics of the Bernie Madoff scandal, we see clearly that the main object is money, the staple of humanity’s survival propelled by a promise to increase and insure that survival by using technology, i.e., computers, the internet, software, etc.  How it worked was too complex for the average individual to understand particularly at the onset of the business in 1960 as the use of certainly technology was still new especially in dealing with securities, stocks, etc., such as in this case.  The assumption that his knowledge surpassed the average person’s capability to understand granted him the power to conduct his scheme and this is where collusion begins.  It did not require permission or understanding, just blind faith.  This is the difference between reality and fantasy.  This can be demonstrated in monarchies as well.  God is the one who is supposedly appointing this person by birthright so regardless of their knowledge or capabilities the people consent to be under their rule.  In a way, Bernie Madoff was seen as a god.  He appeared as someone who could make money, a somewhat superhuman that could ensure people’s survival. But ultimately people believed him based on a statement with numbers they received once a month in the mail, i.e., the result of a false mathematical formula.  “So the argument is that the stuff of the social isn’t simply human.  It is all these other materials too (machines, animals, texts, money, architectures, etc.).  Indeed, the argument is that we wouldn’t have a society at all if it weren’t for the heterogeneity of the networks of the social.  So in this view the task of sociology is to characterize these networks in their heterogeneity, and explore how it is that they come to be patterned to generate effects like organizations, inequality and power.” (Law, 2003)
	For further analysis, “The Golden ratio is a special number found by dividing a line into two parts so that the longer part divided by the smaller part is also equal to the whole length divided by the longer part.” (Science, 2018)  It maintains proportionality and it allows continuing balanced growth as witnessed in nature such as in shells, pine cones, flower petals and more.  Furthermore, it has been used throughout centuries in some of the most famous architectural structures such as the Great Pyramid and the Parthenon.  Why?  It works and is sustainable.  Can a mathematical equation help assess and stabilize a society that promotes a more balanced and controlled form of accessible knowledge and power?
	“But what can we say about translation and the methods of overcoming resistance?  Actor-network theory almost always approaches its tasks empirically, and this is no exception.” (Law, 2003)  Law goes onto give different methods that support a solution.  
	The first is that many materials have much more sustainability than others and maintain their relational patterns.  That there is a notable continuum is of great importance.  This would help develop a stable network that is also durable.  But it also needs to be adaptable, slowly and with caution as to examine change microsocially.  This allows subjects to view easily the elements of the network.  For example, I can go to my local organic market and know that the food is grown without certain chemicals.  I can even visit the farm.  But if I were to go to Tesco, a larger conglomerate, then the certainty of elements used or not used is severely diminished.  And with that, can organizations be too large?  If they cannot be easily scrutinized, then the answer is most probably ‘yes’.
	An organization that can satisfy materialism and sociology incorporating strategies “which operate to generate complex configurations of network durability, spatial mobility, systems of representation and calculability” is a start. (Law, 2003)  
	Transparency of the larger complex corporations along with the proper educational channels that allow society as a whole to acquire knowledgeable control and without corporations asking a client to relinquish their right to that knowledge is the majority of the solution.  The main goal of actor-network theory is to demystify power and by doing that is to analyze and observe continually.  
	In the case of Bernie Madoff, the effects should be duly noted and particularly scrutinized as there was over $4 billion in restitution paid by the government to Madoff’s victims.  This was only a fraction of the $50 billion that was squandered by the investor.  Also, his son, Mark committed suicide in December of 2010 as well as many of his clients.  Prior to Madoff’s arrest, his own sons turned him in to the authorities after Madoff confessed his crimes to them.  Bernie Madoff committed one of the most horrendous financial crimes in history and was sentenced to a 150 years in prison, the maximum sentence possible.
	The Bernie Madoff Ponzi scheme scandal is a gross representation of an imbalanced actor-network theory.  The subjects and objects are grossly disproportionate but with continued observation and analysis negative variances will continue to present themselves.
	 But could there be a societal homeostasis that does expand over time, a concrete mathematical equation that could be applied to a societal approach such as the golden ratio?  Currently, “The conclusion is that in a fractional and reflexive world the luxury of standing outside, criticizing, and correcting is no longer available.” (Law, 2002)  But what if we applied a different formula? A formula that ensured a projected stable growth of knowledge and sustainability?  Hopefully, Actor-Network Theory will engage others who are interested in the ways that contemporary paradigms have limited our ability to see objects in their true complexity and a true empirical solution will present itself.
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