The Legacy of Beat the Dealer
by Edward O. Thorp

It has been forty years since the first edition of Beat the Dealer was published in November, 1962.  This led Paul Wilmott to ask me if I’d like to write a few words for the website.


The seed that would become Beat the Dealer was planted two years earlier, in November 1960, as a proposed talk to the January, 1961 Annual Meeting of the American Mathematical Society.  My abstract, “Fortune’s Formula: The Game of Blackjack,” was slated for rejection.  Every year the abstract committee screened out the endless parade of cranks who could do the mathematically impossible – they could “square the circle,” trisect an angle with compass and straight edge alone, or had found winning gambling “systems” for negative expectation games – and were overjoyed at the prospect of sharing their discoveries with the learned members of the society.  I was later told by number theorist John Selfridge that my abstract survived the skeptical committee only because he was on it and, knowing me from the days at UCLA when I got my Ph.D. in mathematics, assured them I was no crank.


The casinos reacted initially to Beat the Dealer with scorn (“we send taxis for system players”) and disbelief.  “You can’t beat us – people have tried for centuries to find winning systems and no one ever has.”  Some of this was echoed in the popular press.  The Washington Post greeted me on the day I was to talk to the AMS by observing on the editorial page that (paraphrased) “There’s a mathematician in town who says he has a system for beating blackjack.  It reminds us of an ad we answered.  Send only one dollar for a sure fire weed killer.  Back came an envelope with a piece of paper saying ‘Grab by the roots and pull like hell.’”

But the mathematical, scientific and technical community saw the logic and was delighted.  The book caught on, was widely written up in publications like LIFE, Sports Illustrated and the Atlantic Monthly, became a Library of Science selection, and appeared on the New York Times and Time Magazine best seller lists.


Thousands of would-be counters descended on the Nevada casinos, where an abortive attempt to change the rules failed, and later spread out world-wide.  A growing cadre of theoreticians and practitioners produced scores of books and hundreds of technical articles, which were accompanied by thousands of popular articles.  The many keen minds that now focused on beating blackjack took the seeds planted by Beat the Dealer and my related publications and developed them into effective weapons like team play, shuffle-tracking, and a variety of counting systems.  This forty year war of wits between the card counting community and the casinos continues to this day.  


Of more lasting importance, Beat the Dealer showed many intelligent people that the conventional wisdom was false, e.g., “You can’t beat the game because if you could, someone would have tried it and they would have changed the rules.”  It reminds me of the well known apocryphal efficient market story:  Eugene Fama and a graduate student are walking across campus.  Suddenly the graduate student points and says, “Look, there’s a $20 bill on the ground.”  Says Fama without breaking stride or looking down, “No there isn’t.  If there were someone would have picked it up already.”

So Beat the Dealer offered the game of blackjack as a paradigm for the efficiency of capital markets.  There is limited inefficiency available to be exploited by those with the best information or the most superior skills.  The lesson was not lost:  A legion of quantitative talent turned to the markets, inspired either by Beat the Dealer or its sequel, Beat the Market.  To name just a few:  bond king Bill Gross (who runs $250 billion+ for PIMCO, which I can see as I write, a block away from my Newport Beach, California office window), former blackjack team player Blair Hull, who made a greater fortune with computerized options trading, billion dollar plus convertible hedge fund manager Brian Stark, and Richard Elden who in 1970 with Frank Meyer, founded Grosvenor Partners, the first U.S. Fund of Funds.


And as for me, Beat the Dealer has led to a lifetime of wonderful friends, unique adventures, and wealth beyond my expectations.  It’s been a good forty years.
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