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REPORT ON THE NATIONAL DISTRICT ATTORNEYS ASSOCIATION
ECONOMIC CRIME PROJECT: SIXTH GRANT PERIOD

April, 1980 to December, 1980

EXECUTIVE SUMMARY

I. PROJECT HISTORY, OBJECTIVES

A. History

Since the National District Attorneys Association (NDAA)
Economic Crime Project was begun with LEAA funding in 1973 it
has been a significant factor in establishing the role of local
law enforcement agencies in the enforcement of laws against
white~collar (economic) crime~-and in protecting their
constituencies against this form of crime and related abuse.
Numerous prosecutors' offices now operate units dedicated to
this enforcement area and to the amelioration of its effects.
Staffs of units coordinate by drawing expertise, intelligence,
and encouragement from one another within the framework of the
Economic Crime Project.

At its inception, the general objective of the Economic
Crime Project was to enhance the capabilities of local
procsecutors to act against economic crime and related abuses.
But it became clear that the efforts of local prosecutors--even
when unified into an effort of national scope-~-were not
sufficient to meet the enforcement challenges presented by
economic crime. Simultaneously, there was an increasing
awareness on the federal level that fraud, waste, and abuse in
government were high-priority problems. So, too, on the state
level the National Association of Attorneys General (NAAG) and
individual Attorneys General had been placing increasing
emphasis on white~collar crime. The NDAA considered it
essential to examine white~collar crime enforcement efforts on
the state and federal level, and begin a dialogue to explore
joint efforts to launch a National Strategy to combat
white-collar crime. As a result of a Symposium on Development
of a National Strategy for White-Collar Crime Enforcement held
at Battelle's Seattle campus in July, 1978, NDAA determined to
devote Economic Crime Project efforts to continuing program
operations and, simultaneously, to help develop a National
Strategy involving federal, state, and local cooperation in the
prevention, detection, investigation, and prosecution of
white-collar crime. This is a report of these efforts.

The purposes ot this report are to describe Project efforts
in the sixth LEAA grant period (April through December, 1980)

xi
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and to provide an overview of the Project since the Natonal
Strategy initiative was begun in October, 1979, at the start of
the fifth grant period. This report will also present data on
local economic crime units' operations, obtained from the .
computer-based Economic Crime Project Report System ("ECPRS")
encompassing a 17-month period from February, 1979, when the
system became operational, through June, 1980.

Prior to the fifth grant period, the Project's tasks have
included:

e. Infusion of resources.
e Development and dissemination of training materials.
; | n .
o Provision of liaison netwn2rus among local prosgecutors

and between local and fedcral offices concerned with
prosecuting economic crime, including actual joint
efforts and cross assignment of personnel.

e Commissioning research and evaluativefeffortsf

° Cooperative prosecutive activity with respect to
offenses committed in more than one of the project's
participating jurisdictions. -

) Preparation .and distribution of a bi-monthly Economic
Crime Digest and a bound volume entitled The
Prosecutor's Manual on Economic Crime, to enhance
‘prosecutive expertise. ' T :

e  Development of prosecutors' manuals on antitrust
enforcement, auto repair fraud, and business
opportunities frayd. : '

@ = Technical assistance, such as~investigative
accounting, to local prosecutors' offices.

° Participatidh in and direction ofithe;activitiesfof
the Project's Task Forces on auto repair;‘antitrust
and business opportunity fraud. e

OB

' ] Publig:education‘prog;ams that have included
distribution of pamphlets on charity frauds,
merchandising frauds, and business opportunity frapds.

e  Periodic (usually quarterly) meetings of the,district
attorneys' offices' Unit Chiefs to compare

information, coordinate efforts, share and expand

expertise, and attend workshops on particular problem:

areas. ,

)]
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B. Fifth Period Objectives

The Project's objectives in the fifth grant period were to
continue activities from prior grant periods--incorporated into
the "Program Component" of the Project--and to launch the
National Strategy initiative. Program component goals were to:

e Develop an Economic Crime Reporting System (ECPRS) for
collection of data on white~collar crime enforcement
activity in Project offices.

° Produce and distribute the Project's Economic Crime
Digest.
) Continue Project efforts to educate the public about

economic crime through alerting NDAA membership as to
currently flourishing economic crime schemes via
Project bulletins and information in The Prosecutor,
througl. media contacts, and by making Project staff

available to make public presentations on economic
crime subijects. ~

® ‘Scheduie and conduct Unit Chiefs' meetings during the
grant period. ; :

® Continue current Task Forces to deal with business
- opportunity and investment frauds, auto repair frauds,
price-fixing and bid-rigging (antitrust), and
establish three new Task Forces~-to deal with
insurance fraud, official fraud and corruption, and
complex crime training and litigation.

@  Continue to deliver expert assistance in the area of
economic crime prosecution throughout the country,
e.9., in the area of investigative accounting.

The central core of the new National Strategy initiative
was a systematic, organized, and comprehensive effort, in
con_unction with federal and state law enforcement authorities,
to develop a national strategy against white-~collar crime, much
of which is subject to concurrent federal-state jurisdiction.
This major new program initiative was expected to involve:

@ . Developing criteria for maximizing the number of
significant state -and local investigations and
prosecutions of white~collar offenses which are

~subject to concurrent federal-state jurisdiction.

. Oréanizing and marshalling state and federal
investigative and other support activities to provide

resources for local prosecution of such dual
jurisdiction cases.

xiii
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® Developing procedures for complementary federal-local
prosecutive efforts which would minimize the
likelihood of undesirable duplicative enforcement
activity, or of failure of response to particular
significant white-collar criminal activity because it
is in a "no-man's land" of federal-state-local
priorities.

[ Developing a body of information on white-collar crime
investigation, prosecution, and impact which would
facilitate improved planning of white-collar crime
enforcement efforts, setting of priorities, and models
for budget justification--and be a valuable resource
for research on white-collar crime.

It was expected that the Economic Crime Project, by
continuance and expansion of the level of its activity, would
more firmly f£ix in the consciousness of the public and of local
prosecutors the major message conveyed by the Economic Crime
Project in the past--that economic (white~collar) crime
enforcement is properly a responsibility for local prosecutors
and not only for federal prosecutors or prosecutors' offices in
a few major urban centers. This national consciousness was
expected, in turn, to make more likely the development of a
National Strategy which would vest greater responsibility for
local prosecutions of economic crimes which fall within
concurrent federal-state jurisdictions.

The National Strategy approach reflected in the fifth grant
application sought to achieve the following goals:

e Increased interaction between local prosecutors and
federal agencies. -

o J Development of written agreements of coopergtion
between local prosecutors and federal agencies.

) Establishment of five "pilot programs," subsequently
ﬂ called "Lead Units.ﬁ‘ ' '

Because the National Strategy initiative was a new and
unexplored realm, the funding application could provide but the
sketchiest of directions for charting the course of this
effort. Early National Strategy efforts explored a number of
avenues knowing that some would lead-to dead ends but unable to
determine in advance which would do so. Effort was also made to
be alert to the unexpected opportunity and to exploit it.
Several lessons were learned early in the coure of these
Naiional Strategy efforts.  Discussions with federal officials

- and ECP unit prosecutors offered valuable insight into the

dynamics of interagency cooperation. More was learned about

xiv o i

federal policies and resources. 1In light of the lessons learned
from these experiences, NDAA and Battelle reassessed the goals
of a National Strategy to determine which strategies would be
most likely to lead to the accomplishment of these goals.

The original plan, of necessity, presented a simplistic
model of how federal-local interaction could be developed. It
involved interactions leading to written memcranda,
demonstration projects, and increased agency interactions. With
the fuller understanding of the dynamics of federal-local
interaction gained thus far, a more complex model was
developed. 1In this, liaison was seen as giving rise to
"credibility" and this in turn could lead to a complex series of
cooperative efforts which not only includes written memoranda
and demonstration projects, but also encompassed training
cooperation, establishment of problem-solving mechanisms,
development of resource materials, and mutual understanding of
policies and perhaps changes in these policies.

The approach described above, it was"recognized, was
simplistic. It only presented in linear fashion a process which
was, in fact, circular. That is, NDAA and Battelle staff
concluded that efforts to establish training coordination, case
cooperation, problem—-solving mechanisms, memoranda of
understanding, pilot projects, and review of federal agency
policies must proceed simultaneously with efforts to establish
credibility, rather than waiting for credibility to be
established. These 1nitial efforts were expected to lead to
increased credibility (assuming that they are successful), which
in turn would lead to more cmoperation.

These goals and approaches were further refined at a second
National Strategy conference in July, 1979. Whkile no specific
goals for the remainder of the grant period were established at
this meeting, there was general consensus that e¢nough progress
had been made to justify changing National Strategy emphasis
from planning, meetings, and discussions to action initiatives.

The Project's application for a six-month extension of the
fifth grant period reflected this shift from planning to
implementation of the National Strategy initiatiwves. The
lessons learned from experience to date were to be summarized by
Project staff into one or more monographs on training, the
intelligence function, and the role of Memoranda of
Understanding in the National Strategy initiative,  The
coalescence of the volunteer Lead Unit Task Force was given
formal recognition, and Lead Unit Chiefg undertook to implement
the National Strategy initiative on a regional level. Six new
Lead Units were to be established, one within each of the
regions encompassed by the original six Lead Units. While the
Project would respond to new "targets of opportunity" and

Xv




T
i e i

e o A S R I I

et e e e At

‘Unit Chiefs' conferences.

~were among the most 1mportant of the Project services.

contacts received from additional federal agencies, further
outreach and the undertaking of new initiatives was
de-emphasized. Rather, the goal was to consclidate the gains
made thus far and to implement them on the local as well as the
national level through appropriate technology transfer..

C. Sixth Grant Period Objectives

“The Project's objectives for the sixth grant period marked
further consolidation of the Natonal Strategy initiative into
Program Component operations, which involved:

° Transition of the National Strategy initiative from

planning and development to action, for example, .
through cooperation with the Executive Working Group

of officials from th U.S. Department of Justice, NDAA,
and NAAG.

° Integration of National Strategy initiatives into
Program operatons.

L ] Designation of and support to additional Lead Un1ts
and state-wide councils. -

e Regionalization of National Strategy initiatives
~ through the leadership of the Lead Units.

®  Making Lead Unit experiences and lessons learned
‘ available to other interested agencies.

One means of achlevlng the last.goal was to integrate
National Strategy initiatives more closely into the program at
Liaison with federal agencies,
formerly the responsibility of the Project's National Strategy

staff attorney, was to be malntalned by the Program Component
staff and Lead Unit Chiefs.

II. PROGRAM COMPONENT OPERATIONS

Program Component act1v1t1es in the 51xth grant perlod

~included two Unit Chiefs' meetings, the contlnulng work of the

Project's Task forces, the preparation of Project publications,
and clearinghouse and technical assistance activities.

A. Unit Chiefs! Meetings

. Unit Chiefs continued to report that Unit Chiefs meetlngs

Five
such meetings were held in the flfth grant period. These lasted
two or' three days, beginning and ending with roundtable

discussions (open to law enforcement personnel only) of pendlng
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investigations and cases. The programs alsc included
presentations, panel discussions, workshops, and training
sessions. The roundtable discussions have proven to be among
the best-liked and most important parts of th meeting programs.
Here, units considering a particular kind of case can learn how
other jurisdictions have done this and, more importantly, how
other units have encountered problems and learned from their
mistakes. Not infrequently, units learn that targets of
investigations n their jurisdictions are also active in other
units' counties as well, and inter-unit cooperation is arranged.

The Unit Chiefs' meetings have served in several respect to
strengthen the National Strategy initiatives, through conference
sessions on National Straegy initiatives, and through
participation of federal and state agencies in the program.

They have also provided Lead Unit Chiefs with opportunities to
meet, discuss problems, share strategies for fostering
interagency cooperation, and plan future initiatives.

In the sixth grant period, Unit Chiefs' meetings were held
in Boston in June, 1980, and in Denver in September, 1980.
Grant funds provided for only one conference; the Denver unit
hosted the second meeting and Unit Chiefs attended at their own
expense, These meetings each focused on one topic of National
Strategy significance and involved other organizations whose
members might be able to pursue cases in the selected topic
area. The Boston conference program on securities fraud was
developed with financial and staff support of the North American
Securities Administrators Association. One day of the Denver
conference involved a joint session with consumer fraud units of
the National Association of Attorneys General, on energy saving
device fraud prosecutions. This was supported under a grant
from the U.S. Department of Energy to the Denver unit to operate
a national gas~saving dev1ces clearinghouse.

The Boston conference centered around a dramatization of
the development of a securities fraud case from complaint to
sentencing. A ten-hour videotape of the session, produced with
NASAA funding, is being circulated to interested agencies.

B.  Task Forces

The Project Task Forces continued to operate in the areas

of:
e  Antitrust;
™ Auto‘Repair‘Fraud (since disbanded);
v.~’ Business Opportunity Fraud;
®  Complex Crimes Training and Litigation;
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L Insurance;
® Official Corruption and Procurement Fraud.

In the fifth grant period all but the Complex Crimes Task Force
produced or updated manuals. The Business Opportunity Fraud
Task Force continued operation of its national clearinghouse on
such frauds. This has assisted the National Strategy initiative
through interaction with the Federal Trade Commission and other
federal agencies, exchange of information with attorneys'
general offices and distributon of its newsletter to 270
agencies. The Antitrust Task Force has worked closely with the
Antitrust Division, U.S. Department of Justice. The
arson~for-profit efforts of the Insurance Fraud Task Force has
involved several federal and state agencies and national
organizations. State and federal agencies and organizatons
serve as assoc1ate members of these Task Forces at their own
expense.

In the sixth grant period the Task Forces continued to
promote National Strategy initiatives. For example, the June,
1980, Antitrust Task Force meeting was held at the Antitrust
Division of the Justice Department and was attended by
representatives of NAAG and the FTC. The FTC has continued to
work closely with the business opportunity clearinghouse in
enforcement of its recent franchise disclosure regulatlons. As
part of the National Strategy initiative, the Business :
Opportunity Task Force changed its focus to energy-saving
devices and constituted itself as local prosecution liaison
under the Department of Energy grant.

The last formal meeting of the Task Forces were held in

conjunction with the June, 1980, Boston Unit Chiefs' meeting.

These were sessions for planning future efforts in the face of
the potential loss of LEAA funding. The Task Forces agreed to
continue operation on a voluntary basis, making their expertise
dvailable to other units in much the same manner as had the
members of the earlier-disbanded Auto Repair Task Force.

C. Project Publications

In the sixth grant period the Project published two issues
of ‘its Economic Crime Digest, distributed to some 2,500 law
enforcement agencies, libraries, and interested persons. This
Digest contains articles (many by Unit Chiefs), project notes,
white-collar crime news and descriptions of recent unit cases.
In the sixth grant period articles were on a joint
unit-Department of Agriculture school lunch fraud prosecutlon,
the Department of Energy clearinghouse grant, the nation's first
successful computer time theft prosecution (by a unit), computer
fraud legislation, and a unit's welfare fraud prosecutlon
experiences.
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Ir. the fifth grant period, the Project produced three
special documents. These were in the areas of securities fraud,
investigative accounting, and chain letter-pyramid schemes., It
also prepared a directory of economic crime units for use by
Project units and other state and federal agencies. It contains
descriptions of their organization, experience, and interest.

Publication efforts in the sixth grant period include the
securities fraud %training tape mentioned earlier, an update of
the Project's widely circulated prosecution manual on
white-collar crime, and a consumer pamphlet on business
opportunities fraud financed by the Direct Selling Association.

D. Clearinghouse, Training, and Technical Assistance Activities

Much of the Project Center staff time was devoted to
coordinating clearinghouse, training, and technical assistance
activities. One of the most important is to keep units in touch
and informed of each others' activities. Thus, a unit can phone
the Center for suggestions or referral to a unit which has
encountered a similar problem. The Project regularly circulates
confidential alerts about possible frauds or pending
investigations. It also sends out memoranda on such topics as
personnel changes, upcoming Unit Chiefs' meetings, descriptive
or background material on specific subjects, requests for
inforamtion, and progress reports on signficant National
Strategy initiatives.

Investigative accounting technical assistance offered by
the Project was reported to be one of the most useful of the
proyect s services. The investigative accountants do not assist
in specific. cases, but. provide tralnlng to unit staffs on how to
recruit, select and use the services of investigative
accountants and how to solve particular problems. Several of
these training courses have involved prosecutorial and law
enforcement agency staff from other local, state, and federal
agencies. 4

In anticipation of the expiration of LEAA funds, the
Project has undertaken to regionalize its coordination and
technical assistant function. The Philadelphia unit has
volunteered as a national CQQrdlnatlon point, with the six
original Lead Units coordinating on a regional basis. Efforts
are underway to provide modest financial support for this
through contributions from unit offices.

E. The Projgct?s Educational Rdle

L 7Oné of the missions of the Project has been to stress the
seriousness of white-collar crime and the need for vigorous
prevention and enforcement. This has involved both

xix




R

i N :

~

prosecutorial and public education. Articles and a reqular
column in the NDAA bi-monthly journal The Prosecutor describe
Project efforts, and staff have made presentations at several

- NDAA conferences. Project staff have been actively involved in
the formation of state-wide economic crime councils in
Minnesota, New York, and Pennsylvania. Project staff and Unit
Chiefs have made numerous appearances before professional and
public groups at the national, regional, and local levels.

The Project distributed copies of six public education
brochures (designed under an earlier grant) to units for
distribution in their communities. In the sixth grant period,
the Project prepared and distributed a consumer pamphlet on

business opportunity fraud, funded by the Direct Selling
Association.

III. THE NATIONAL STRATEGY INITIATIVE

A, Initial Efforts

The National Strategy initiative begun by the Project in
the f£ifth grant period constituted an innovative, experimental
approach to fostering federal, state, and local interagency
cooperation in the sinvestigation and prosecution of white-~collar
crime. Initial planning with Department of Justice officials
led to development of a strategy involving contact with a broad
range of federal agencies, to give the National Strategy
initiative visibility and to foster an environment within which
"targets of opportunity" for later, more specific Project
efforts could be exploited. The approach taken was to explain
the Project and the initiative, discuss mutual problems and
concerns, seek cooperation, establish liaison points, and lay
out planning mechanisms for future efforts. The federal .
agencies were provided directories of the ECP units, and several
of them sent out memoranda encouraging their field staff to work
with these units. Agencies contacted included the offices of
Inspector General in the Departments of Agriculture, Housing and
Urban Development, Energy, and Health and Human Services. The
Project sought written Memoranda of Understanding to include
joint training and the designation of liaison mechanisms. The
Project also established liaison with the federal interagency
Executive Working Group to Combat Fraud and Waste in Government,
and made spécial efforts to work with the Federal Bureau of
Investigation and the U.S. Postal Inspection Service.

The Project also began to work with the National
Association of Attorneys General (NAAG) to foster state-local
relationships. Cooperation increased dramatically in the first

_nine months, through NAAG participation in the Antitrust Task
Force and other joint efforts. The NAAG newsletters are now
sent to the units. NAAG members regqularly used the
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national-scope Business Opportunity Clearinghouse and NAAG is
involved in the Gas Saving Devices Clearinghouse funded by the
U.S. Department of Energy.

It was envisioned from the outset of the National Strategy
initiative that the true test would be in the laboratories of
experience provided by six Lead Units charged with
responsibility for implementing these efforts at the local
level, in specific prosecutions, and other efforts aimed at
protecting the citizenry and halting the perpetrators of
economic crime. Their goals were to: (1) develop their own
ongoing liaison with federal, state, and local agencies; (2)
seek to increase interagency cooperation; and (3) seek to
rundertake cooperative enforcement mechanisms. The purpose of
the initiative was to extract lessons as to the feasibility of
specific strategies attempted and learn from the problems thus
encountered. Some units were selected because they had already
demonstrated considerable effort in working with federal and
state agencies. Others were selected because this would be a
new effort and their experiences would offer insight into
problems to be anticipated in later efforts. Three were in
jurisdictions with Economic Crime Enforcement Units under a new
Department of Justice initiative, and three were in cities with
federal regional offices. The units were in Atlanta, Denver,
Los Angeles, Louisville, Minneapolis, and Philadelphia. They
swiftly demonstrated how the National Strategy initiative gould
be improved through an infusion of and efforts of local units,
based on their own initiatives and creativity.

At the outset, a strategy was devised to pass on to the
units the lessons and benefits of the Ntional Strategy
initiative through such Program Component activi?ies as
presentations and workshops at Unit Chiefs' meetings and Task
Force initiatives.

Fdllowing the second National Strategy conference the
initiative was refocused toward developing specific programs.
with a narrower range of federal and state agencieg and working
through the Lead Units, which had expanded to 12, in
implementing the initiative on the local %evel. T@e Program
Component became more active as the planning fugctlon tapered
off. The Lead Units took a more direct and active role,
constituting themselves a Task Force. They met with federal
officials in Washington, D. C. for two days in early 1980 to
establish personal contact, discuss problems and explore avenues
of mutual collaboration. They chaired regional Ngtional
Strategy workshops at two Unit Chiefs' meetings aimed at
encouraging units to undertake initiatives, compare notes and
plan regional-level efforts.
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" Federal-State-Local Prosecutorial Relations.

B. Federal and National-Level Initiatives

The body of this report describes specific National
Strategy initiatives involving 15 federal agencies and
organizations.

1. The Executive Working Group :

Perhaps the initiative with the greatest long-range
potential is the Project's involvement in the joint U.S.
Department of Justice~NDAA-NAAG Executive Working Group for .
The Group consists
of six voting members of each organization, with Justice
Department staff support. Project staff serve as NDAA staff to
the Group. One of its functions is to support the existing
Federal-State-Local Law Enforcement Committees and encourage new
ones. It is composed of six standing committees: concurrent
jurisdiction, legislation, training, the Federal-State-Local
Committees, law enforcement assistance functions, and data
collection.

2. The U. S. Department of Justice

Project staff have worked with the Criminal Division of the
Department of Justice since the inception of the National
Strategy. One initiative involves the Division's
recently-formed Office of Economic Crime Enforcement, which will
establish Economic Crime Enforcement Units (ECEUs) in
approximately 30 U.S. Attorneys' Offices. Their initial ta§ks
were to gather information on the extent of white-collar crime,
which was used in developing the Justice Department's recent
national white-collar crime priorities. They are responsible
for developing all aspects of economic. crime enforcement, from
prevention to sentencing enhancement, in their jurisdictions.
Project staff worked closely with this office on the national
level since the office was formed, and several Lead Unit chiefs
have begun to work with their ECEUs' counterparts.

The Antitrust Division of the Department of Justice began
to work with the Project, mainly through the Antitrust Task
Force. It issued a press release announcing its plans to work
with NDAA, and the Department liaison prepared a useful paper
containing suggestions to local prosecutors establishing
antitrust programs. .

3. Federal Inspectors General

The Project has established liaison with several federal
Offices of Inspector General, including those of the Department
of Agriculture, the Department of Housing and Urban Development,
the Department of Energy, the Department of Health and Human
Services, and the Department of Transportation. This has
involved designation of liaison personnel, exchange of lists of
Unit Chiefs and contacts in federal regional offices,
circulation to the units of background information on program
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frauds against these departments and participation in Unit
Chiefs' meetings. Project Unit Chiefs cited several examples of
successful joint prosecutions or other cooperative efforts
arising out of these efforts. The body of this report outlines
the policies, priorities, and procedures of these offices, as
described in agency meetings with Project staff and Lead Unit
chiefs.

The Project, especially the Business Opportunity Task
Force, has been working closely with the Federal Trade
Commission in enforcement of its recent franchise disclosure
rule. Project staff also met with the Commodity Futures Trading
Commission (CFTC). Units have been given lists of CFTC regional
contacts, background materials on commodity futures frauds and
the CFTC, and a sample CFTC letter to complainants, which
suggests that they contact their local ECP unit. Units were
also informed of the CFTC's two toll-free national hotlines.

4. Federal Investigative Agencies

Project staff and the Lead Units have made special efforts
to foster cooperation with the FBI, U.S. Postal Inspection
Service, and the U.S. Secret Service. The FBI hosted the last
two National Strategy conferences and opened its computer fraud
course to local units .for the last three years. Procedures for
cooperation, explained to Lead Unit chiefs in a Washington
meeting, are described in the body of this report. Units
consistently report excellent cooperation with the Postal
Inspection Service. Aside from investigative support and
coordination of local-federal prosecution, the Postal Inspectors
have provided such services as mail stops, handwriting analysis,
and use of the Service's computers in a complex case. The U.S.
Secret Service, with jurisdiction over cases involvng government
checks, also provides investigative support and laboratory
services. The Philadelphia unit has a written agreement with
the Secret Service for prosecution of fraud cases involving
checks for less than $10,000, which are declined by the U.S.
Attorney.

5. The U.S. Internal Revenue Service

The U.S. Internal Revenue Service has proven helpful to
several of the Lead Units. Following the lead of Philadelphia,
several units now provide the IRS with information on possible
tax frauds developed in criminal investigations. While privacy
statutes limit the amount of information the IRS can provide,

- local units report that the IRS can provide helpful background

and suggest avenues for future investigation. Several units
have hosted or lectured at regional interagency training

~ sessions on investigative accounting conducted by the IRS.

6. National Organizations _
The National Strategy initiative has also involved
cooperation with such national-level organizations as the
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Insurance Crime Prevention Institute, the National Welfare Fraud
Association, and the National Organization of Bar Counsel, an
association of state bar officials responsible for lawyer
discipline.

7. The Lead Units

Six Lead Units (expanded to 12 towards the close of the
fifth grant period) were selected to serve as laboratories of
experience in testing out specific strategies for fostering
federal, state, and local cooperation, tailoring this
national-level initiative to the needs of their jurisdictions
and offering other units a cafeteria line of experience from
which they could select strategies for their own jurisdictions.
The body of this report describes in detail the efforts of the
original six units. Several began or increased their
part1c1pat10n in interagency economic crime councils, one
organizing a state-wide council in conjunction with the hosting
of a Unit Chiefs' meeting. These councils, however, have become
less active in the last months of the grant period. The
Philadelphia unit reports good results from written agreements
with the IRS and U.S. Secret Service, although another reports
that a written agreement with the FBI has had little impact.
The Lead Units reported several examples of joint investigation
and prosecution of cases. This cooperation is reported to arise
most frequently from an approach involving regular, informal
personal contacts., For example, the Minnesota unit has
benefitted from contacts established with the FBI and state
securities department by its chief investigator when he was with
the police department.

C. The Third National Strategy Conference

In July, 1980, the Prcject conducted a third National
Strategy conference to review progress to date and plan future
efforts. The conference was again hosted by the FBI at its
Washington, D. C. headquarters, and attended by representatlves
of several federal and state agencies. The meeting was held in
conjunction with a meeting of the Justice Department-NDAA-NAAG
Executive Working Group so that members of that Group could also
lend their insights to the conference.

Following the opening sessions on the planning process and
on National Strategy 1n1t1at1ves, the conference was divided
into workshops to review progress and plan future efforts in the
topic areas of government program fraud, official corruption,
business opportunities fraud, franchise frauds, insurance fraud,
and the role of organized crime in white-collar crime. The
group reassembled to hear reports on these workshops, discuss
the Justice Department's national white-~collar crime priorities
(which were then about to be announced) and plan future efforts
in light of the possibility that LEAA funding would scon
expire. It was recognized that the Project had long played an
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innovative role in white-collar crime containment efforts, and
that it played a key, central role in coordinating the efforts
of local prosecutors. Loss of this coordination function would
hamper National Strategy efforts to maintain a network of
federal, state, and local cooperation. Several options were
considered, and conference participants expressed their concern
to the Executive Working Group. This Group explored several
alternatives, but as of the writing of this report, no concrete
plan has emerged.

IV. THE WORKNG OF THE UNITS: THE ECONOMIC CRIME PROJECT
REPORTING SYSTEM

A. The Units

The real impact of the Project is the results of the
Economic Crime Units in 69 jurisdictions across the country,
which are located in 32 states and serve approximately 40
percent of the nation's population. As one might expect in
elected officials' offices in 68 different jurisdictions, these
units vary considerably in their size, nature, tone, and
emphasis. Most of the units are relatively small, although some
have ten or more attorneys and an even larger number of
investigators. Most units encompass only one jurisdiction
(usually a county, as most prosecutors are elected on a
county-wide basis), although one is a cooperative .effort of five
district zttorneys' offices and another unit encompasses two
counties.

Most unit activities include compldlnt intake, complaint
mediation or resolution, investigation and prosecution. At
complaint .intake, matters may come to the attention of a unit
through police officers, referrals from other agencies, or
citizen "walk-in" or "phone-in" complaints. A significant
number of the "walk-ins" or "phone-ins" may be referred to other
agencies or turned down because the matters are clearly beyond
the scope of :the office's jurisdiction. Especially in the nase
of "walk-in" or "phone-in" complaints, a unit may attempt
complaint resolution by contacting the person or business

.
Ry

against whom the complaint is made in order to resolve the
matter, or by mediation. If a matter clearly involves criminal
fraud, or if a pattern of complaints against a particular
company or industry emerges, the matter may be routed to another
part of the unit (or to the general trial unit of the
prosecutor s office) for investigation or prosecution.

Investigations of matters which are being explored for
criminal prosecution (e.g., consumer fraud as opposed to
consumer complaints) may come from citizen complaints, police
officers, or referrals from other agencies. One of the major
efforts of the National Strategy initiative is to encourage the
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referral of matters between units and federal or state .
agencies. When another agency refers a case to the unit, the
referring agency may have conducted a rather thorough ,
investigation resulting in a "package" containing investigative
reports, lists of witnesses and what they are likely to say,
documentary evidence, and other necessary materials. Unit
attorneys prefer that investigators from other agencies approach
them early, so that the prosecutor can determine if it is worth
prosecuting, guide the investigation, identify good leads and
avenues of approach, and ensure that needed evidence is not lost
or overlooked. Many agencies provide at least some assistance
after the matter is referred to the unit.

Where citizen or agency complaints seem to indicate a
pattern, or the unit may have a suspicion of wrong-doing, it may
launch a proactive investigation. Units have successfully set
up "dummy cars" in cooperation with the state patrol garage or
the auto repair industry to investigate auto repair,
investigated the fat content of ground beef in supermarkets to
pursue a false advertising 1nvestlgat10n, and conducted a
statistical sampling of packaged goods in a 15-store supermarket
chain to prove "short-weighting." Proactive investigations,
however, are frequently costly and time consuming.

Criminal and civil prosecution is the culmination of the
investigative process just described. All Units have criminal
jurisdiction. Some have civil jurisdiction as well, either
alone or concurrently with the Attorney General, under a state
consumer protection act, unfair or deceptive trade practices
act, securitles act, business opportunity fraud statute, or
similar laws. C1v11 jJurisdiction gives the prosecutor a broader
range of remedies (temporary restraining orders, injuncticns,
cease and ¢.sist orders, civil fines, penalties, and the like),
and require a lower burden of proof than the "reasonable doubt"
standard which must be met in a criminal prosecution.

Economic crime is one category of crime most likely to
Cross jurisdictional lines. "Boiler room" securities investment
operations in New York or Boston entice victims in far-distant
states., Other operations in Los Angeles and Reno may send phony
bills to large companies, in hopes that they will be routinely
processed and paid by the company. One of the strengths of the
Project is that it provides a mechanism :Zor Unit Chiefs to
assist each other in such cases. One of the most freruently
cited benefits of the Unit Chief meetings is that they permit
Unit Chiefs to establish personal contact with their-
counterparts in other jurisdictions, to share notes on common
problems, and learn from each other's experience. More
significantly, the Project mechanism permits. prosecutlon of
cases which would otherwise be dropped. Substantial time is
spent in roundtable discussions at Unit Chief meetings tracing
the activities of con men, known to several of the unlts. Unit
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-ulefs are generous in pointing out -at these meetings how
helpful another unit has been in a pending case, and the point
is not lost on other Unit Chiefs who may have hesitated to call
their colleagues in other jurisdictions.

B. The Economic Crime Project Reporting System

Chapter Three of this report seeks to describe
quantitatively the efforts of the individual economic crime
units in investigating and prosecuting economic crimes. Data
were derived from monthly, voluntary self-reporting by the
individual economic crime units under the Economic Crime
Reporting System (ECPRS), a data system designed by Battelle and
implemented in cooperation with the ECP Project Center. Data in
this report are from the 17-montli period from February, 1979,
through June, 1980, and are based on complete and usable monthly
reports from 42 (63.6%) of the eligible units. The Battelle
report on the Project's fifth grant period contained an analysis
of the data from the first 10 months of this period. The 45
units supplying data for that report were compared to the 72
original units. No large or systematic {as opposed to random)
differences were found, except that twice as many of the units
with complete data reported that they engaged in civil
investigations and litigation. But civil litigation constituted
only 7.4% of these units' caseloads. Nevertheless, because the
analyses are based on data from this non~random portion of the
Project units' activities, which in turn reflect only a part of
federal and local prosecutors' efforts to contain white-collar
crime, they must be viewed as exploratory rather than definitive.

During the sixth grant period Battelle redesigned the ECPRS

- coding system to eliminate problems and delays encountered in

analyzing the fifth-period data and designed a new system for
checking for and correcting internal inconsistencies. As a
result, data clearing was reduced from three months to two
weeks. Battelle and Project staff also distributed individual
unit computer print-outs of case and investigations to
participating units, accompanied by tables showing comparable
national~level data.

Projections from the data from the 42 units have been used
to estimate the overall impact of unit efforts, multiplying the
results by a factor of (68/42 = ) 1.62.* It should be pointed
out that this method of estimating the overall impact of unit
efforts is not as accurate or as reliable as actually analyzing
data from all the units. The approach necessarily assumes
that

* Projections in this section are based on 68 units, rather
than the 72 original unlts, to reduce the amount of p0551ble
overestimation involved in the projection procedures.
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‘may itself launch an investigation.

the non-reporting units have accomplished the same level of
effort as the average of the reporting units. For some
non-reporting units, the method results in an overestimate,
while for others it yields an underestimeai2. The problem is
compounded when one considers that complete reporting may itself

‘reflect significant differences between the two groups of

units. Does complete reporting indicate that units have more to
report or are better at their job? Or are the aggressive units
with larger caseloads too busy to devote the resources to
reporting? However, unless there is some obvious factor which
makes the reporting units significantly different from the
non-reporting units, the multiplier method of estimation should
result in a relatively accurate estimate of overall unit
activity. Although no data were available on the relative
caseload differences between reporting and non-reportlng units,
the data did show that reporting and non-reporting units were
similar in terms of other important unit characteristics, i.e.,
attorney and investigative staff size; length «f time in
operation; scope of jurisdiction; unit staff estimates of the
proportion of time devoted to complaint intake, complaint
mediation, criminal and civil investigations, prosecution, and
civil litigation. On the basis of these similarities, it can be
assumed that the activity level of non-reporting units was not
significantly different than that of reporting units.

1. Complaints, Inquiries, and Complaint Resolution

Most of the economic crime units handle complaints and
inquiries from the public, either on a walk~in basis or by
referral from other agencies. (This was true of 38 of the 42
units for which we have complete data.) The 38 units received
390,261 complaints and inquiries in the 17-month period
examined. Projections from the 42 fully reporting units imply
that this figure may exceed half a million. A large number of
complaints and inquiries, perhaps as many as half, may be
settled at this stage, by referral to a more appropriate agency
or by informing the complainant that the matter is not
appropriate for this office. :

Assistance is also offered to complainants by unit
complaint resolution efforts. Here, a unit may obtain

.cancellation of an onerous contract signed under duress during a

high-pressure sales pitch, or may obtain restitution for the
complainant. The unit may refer the matter to another agency or
In the 17-month period
encompassed, the 42 units undertook to resolve 31,176
complaints. Restitution was obtained in 5,225 of these. If
LEAA's support for the Economic Crime Project is considered an
investment in white-collar crime enforcement, 17 months' work
for the 42 units in just this one aspect of project operatlons,”
has returned over $4.5 mllllon, the two-year LEAA investment in
this project was $1,984,958. Projecting from this data, the
amount recovered by all of the Project units may approach $7.5
million.
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2. Investigations

The 42 units undertook 14,597 investigations, 9,950 of
which were closed during the l7—month period for whlch the data
has been analyzed. Some 867 of these matters were referred to
other agencies and restitution was obtained in 890. This
restitution amounted to $2,552,126. RAgain, projecting from
these data, the amount recovered by all the units may have
totalled as much as $4 million. Other forms of relief were
obtained in 324 instances, and 4,257 cases were filed following
Jnvestlgatlon, about two-thirds of which were felonies.

3. Cases

The 42 units filed a total of 5,213 cases during the
17-month period, including 3,626 felonles and 193 civil
actions. They closed 2,929 cases, including 2,112 felonies and
178 civil matters. Thls involved 452 trials (179 jury trlals)
and 1,521 guilty pleas. The 42 units obtained convictions in
1,998 cases, more than half of which were at the felony level.
Of these, 725 cases resulted in sentences of incarceration.
These units obtained $12.9 million in orders of restitution,
fines, and penalties at the litigatjon stage alone. Combining
this figure with the restitutions obtained at the complaint
mediation stage and following investigation, the 42 units
obtained $20.5 million in agreed and ordered restitutions,
fines, and penalties.* . If this is representative of the
experience of all of the units, over the 27-month grant period

the total financial 1mpact of Project efforts might be estimated
to be $52.7 million.

4. Subject-Matter

A broad spectrum of offenses falls under the rubric of
"economic crime," ranging from employee embezzlement of small
amounts for "grocery money" to elaborate schemes for sale of
"deferred delivery contracts" for non-existent oil or gold,
which may victimize hundreds or thousands of relatively
sophisticated investors on a national scale. Units may handle
scores of relatively minor welfare recipient fraud cases in a
fairly routine manner with little drain on resources, and devote
a substantial amount of time and energy on just one particularly
complex and difficult arson-for-profit case. Trends may emerge
over time as one particular form of scheme becomes less fruitful
because of consumer awareness, government regulation or vigorous
prosecution, and con-artists move on into other ventures. 1In
order to gain a clearer perspective on unit activities, the
ECPRS was designed to gather data on the subject-matter of
investigations and cases handled by the units. Investigations

* Data is not available on actual collections or payments.,
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and cases were classified into eleven (1ll1l) broad, generic
subject-matter categories, and data were analyz=d to examine the
degree to which each of these subject-matter areas is
represented at each stage of investigation and case processing.

At the litigation stage, a high percentage of corruption
and theft cases were prosecuted as felonies. Housing and real
estate cases (which were mainly home-improvement matters),
finance cases (including bad checks), and cases involving fraud
against the government (largely welfare fraud) accounted for
most of the misdemeanor prosecutions, while well over half of
the civil litigation involved trade practices such as deceptive
advertising. The percentage of felony prosecutions which
resulted in conviction was high, but did not vary greatly by
subject-matter. V '

A high percentage of corruption, abuse of trust, and theft
cases filed resulted in prison sentences, while this was true in
but a few trade practices cases. It is fair to speculate that
this reflects a vigorous prosecution policy in such cases.

V. CONCLUSIONS

Chapter Four extracts the conclusions to be drawn from the
project's experiences . in the fifth and sixth grant periods. The
project clearly continued as an active force in containing
white-collar crime, as statistics cited above deménstrate. The
major mark of Project impact may, however, be found in the _
National Strategy initiative. Perhaps one of the most dramatic
results is the formation of the Executive Working Group on
Federal-State-Local Prosecutorial Relations, an outgrowth of
increased NDAA cooperation with the National Association of
Attorneys General through Antitrust Task Force efforts and
discussions at the second National Strategy conference, two
Project efforts, as well as a Memorandum of Understanding
between LEAA and the Department of Justice.

As was clearly anticipated in the beginning, the process of
strategy development has been slow and laborious. Further,
results of specific initiatives could not be easily anticipated,
in large part because they depended on independent actions of
federal and state agencies. In this context, the Project took
the wise course in maintaining a posture of flexibility to
enable it to respond to "targets.of opportunity," e.g., to-
develop or respond to such unanticipated initiatives as the
formation of the Executive Working Group. On the other hand, as
in every exploratory effort, not every effort "paid off."

The key to agency interaction proved to be establishing'
"credibility" through person-to-person interaction leading to
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demonstrated results. Thus, the involvement of federal
officials in Unit Chief Conferences and Task Force efforts and
the visit of Lead Unit Chiefs to Washington, D.C. to meet with
operational managers of federal enforcement efforts were
important in translating National Strategy initiatives into
local-level efforts. So, too, was the joint participation of
the North American Securities Administrators Association and
NAAG in the two sixth-period Unit Chiefs' meetings.

Memoranda of Understanding proved to be less essential than
originally envisioned. There value was not in resolving "turf"
problems by clearly delineating the cases which each agency
could or would handle or in triggering automatic cooperative
support, but in creating the framework within which personal
relationships could develop. The written understandings which
did emerge designated liaison personnel, listed areas of mutual
inteiest, and encouraged interaction on the local or regional

evel.

Although significant progress has been made in promoting
National Strategy initiatives, it is no more than a good start.
The Executive Working Group holds perhaps the greatest promise
because it provides a needed forum for national-level
discussion, which will be of crucial importance in view of the
threatened curtailment of funding support for this NDAA effort.
But the true impact of the National Strategy effort is to be
felt at the local level, in communities throughout the nation.
It remains to be seen if local prosecutors can continue to
expand their efforts into a significant and coordinated national
effort to protect the public, protect the integrity of
governmental programs, and safeguard increasingly restricted
monies. Nothing in this area will happen or continue to happen
by itself; there is a clear need to maintain the momentum of
current Project efforts and to "shepherd" on the national level
the continuation of National Strategy efforts.

* k x * Kk *

As this report is written, there is much doubt as to the
Project's future. The impending loss of LEAA support on the
national and local level threatens the continuation of channels
of communication and interaction painstakingly developed over
many years. Several observations may be made.

First, it if is possible to continue or reestablish the
Project, it will be vital to review the experiences detailed in
this and prior reports to avoid short-term funding with the
excessive administrative and management efforts which this
entails., Second, it is clear that economic crime containment
efforts require continued, dedicated attention to National
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Strategy initiatives; as we are required to pay more attention
to diversion and theft of public funds, it is essential that we
ensure that the resources to do so are available and deployed to
maximum effect. Third, the key role played by the Project in
the development of economic crime units in prosecutors' ofﬁm-es
nationally demonstrates that it is possible to create or ‘
facilitate permanent change through the demonstration process.
Most of these units will survive the prospective end of this
project, albeit with less national 1nteract10n, tralnlng, and
access to spec1a1 resources. ;
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REPORT ON THE NATIONAL DISTRICT ATTORNEYS ASSOCIATION
ECONOMIC CRIME PROJECT: SIXTH GRANT PERIOD

’

April, 1980 to December, 1980
CHAPTER ONE
PROJECT OVERVIEW, OBJECTIVES
I. INTRODUCTION
Slnce the National District Attorneys Association (NDAA)

Economic Crime Project was begun with LEAA funding in 1973, it
has been a significant factor in establishing the role of local

law enforcement agencies in the enforcement of laws against
white~collar (econamic) crime-~and in protecting their
constituencies against this form of crime and related abuse.
Prosecutors have gone beyond the narrow confines of the criminal
law, more frequently exercising civil powers in this area, and
moving into the service delivery sector of mediation of consumer
grievances. Numerous prosecutors' offices, which did not
maintain prosecutive programs focusing on economic crime and
assistance to the victims of such crimes, now operate units
dedicated to this enforcement area and to the amelioration of
its effects--in most instances éntirely with federal support.
One prosecutor's office after another has recognized and
accepted the fact that this is a key operational area. Staffs

of units coordinate by drawing expertise, intelligence, and

encouragement from one another within the framework of the

Economic Crime Project, NDAA-sponsored programs and the

~influence of their Project-affiliated staffs have increased

publiC‘consciousness of the white-collar crime issue which is

;relnforced by local enforcement actions.

- At its 1nceptlon, the general objective of the Economlc

‘CrimelPrOJect was to enhance the capabilities of local
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prosecutors to act against economic crime and related abuses.
But it became clear that the efforts of local prosecutors-- even
when unified into an effort of national scope--were not
sufficient to meet the enforcement challenge presented by
economic crime. Simultaneously, there was an increasing
awareness on the federal level that fraud, waste, and abuse in
government were high-priority problems. So, too, on the state
level the National Association of Attorneys General (NAAG) and -
individual Attorneys General had been placing increasing
emphasis on white-collar crime. The NDAA considered it
essential to examine white-collar crime enforcement efforts on
the state and federal level, and begin- a dialogue to explore .
joint efforts to launch a National Strategy to combat ‘
white-collar crime. It entered into a contract with the
Battelle Law and Justice’Study Center to conduct an NDAA
Symposium on Development of a National Strategy for White-Collar
Crime Enforcement in July, 1978, which brought together experts
from federal, state, and local government, as well as from the
private and research sectors.l‘
As a result of this symposium and other planning efforts to
be detailed below, NDAA determined to devote Economic Crime
Project efforts to continuing program operations and,
simultaneously, to help develop a National Strategy involving
federal, state, and local cooperation in the prevention, '
detection, investigation, and prosecution of white-collar
crime. This is a report of these efforts. o ‘

- Project efforts since the launching of this National
Strateqgy initiative have been conducted under two LEAA grants.
The first,-for $1,485,015, encompassed the 18-month period from
October, 1978 through April, 1980, the fifth period of LEAA
grant funding.z.‘The sixth grant, in the amount of $499,943,
extended the Project from April, 1980 to the end of December

©1980. Project efforts in the fifth grant~period~are5de5cribed‘

in detail in a Battelle report>submitted to NDAA and LEAA in

| August, 1980.3 The purposes of this report are to describe

Project efforts in the sixth grant period and to provide an
overview of the Project since the National Strategy initiative
was begun. 1In order to accomplish the latter, this report will
draw from the Battelle report on the fifth grant period. This
will be done by way of summary: the reader is referred to the
prior report for in depth detailing of these earlier Project
initiatives. This report will also present data on local
economic crime units' operations, obtained from the

~computer-based Economic Crime Project Reporting System ("ECPRS")

designed by Battelle for Project use. The data encompass a
17-month period from February, 1979, when the system became
operational, through June, 1980. The chapter of this report

presenting this enriched body of ECPRS data is essentially an

update of our analysis of the first 10 months of this ECPRS data
contained in the report on the Project's fifth grant period.

The National District Attorneys Association and its
Economic Crime Project have played a vital role in facilitating
and supporting effective white~collar crime control. 1In 1973
with the support of the Law Enforcement Assistance
Administration (LEAA), a core group of prosecutors' offices
began their effort to improve local prosecutive capability to
deal with white-collar crime. The program expanded to include
an outer ring of additional district attorneys' offices.
Finally, as envisioned, the Project evolved into a network of 68
local district attorneys' offices, working to improve the
overall capacity of the criminal justice system, on all levels,
to prevent, detect, and prosecute economic criﬁe.

To accomplish the primary purpose of the Economic Crime
Project, the Project's tasks have included: |

° Infusion of resources.
®  Development and dissemination of training materials.
° Provision of liaison networks among local prosecutors

and between local and federal offices concerned with
prosecuting economic crime, including actual joint
‘efforts and cross-assignment of personel.
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[ ] Commissioning research and evaluative efforts.

® Cooperative prosecutive activity with respect to
offenses committed in more than one of the Project's
participating jurisdictions.

[ Preparation and distribution of a bi-monthly Economic
Crime Digest and a bound volume entitled The
Prosecutor's Manual on Economic Crime, to enhance
prosecutive expertise.

® Development of prosecutors' manuals on antitrust
enforcement, auto repair fraud, business opportunities
fraud, insurance fraud, and official corruption and
procurement fraud.

) Technical assistance, such as investigative
accounting, to local prosecutors' offices.

® Part1c1pat10n in and direction of the activities of
the Project's Task Forces on auto repair, anfltrust
business opportunity fraud, insurance fraud, off1c1al
corruption and procurement fraud, and complex crime
training and litigation.

® Public education procrams that have included
distribution of pamphlets on charlty frauds,
merchandising frauds, and business opportunity frauds.

® Periodic, (usuallv quarterly) meetings of the dlstrlct
attorneys' offices' Unit Chiefs to compare .
information, coordinate efforts, share and expand
expertise, and attend workshops on particular problem
areas.

II.J PROJECT-OBJECTIVES IN THE FIFTH GRANT,PERIOD
The primary objective of the NDAA Economic Crime Project in
the fifth grant petiod{was to improve the overall capability of
the criminal justice system, on all levels, to prevent, detect,

and prosecute economic crime. It was intended to increase the

effectiveness of local econcmlc crime prosccutlon by:

e  Broadening the scope and character of economic crime
violations to be dealt with-by local prosecutors,

e Maximizing the usefulness of support services, through
> - improved communication and liaison between prosecutors
* and investigative agencies or other agencies which
refer cases for investigation/prosecution.

° Tapping new resources for investigative support.

[ Executing prosecutive tasks in the field of
white-collar crime enforcement so as to improve the
overall effectiveness of criminal justice systems in
this area, e.g., implementing prosecutive programs in
a manner which will assist the improvement and
effectiveness of other criminal justice system

. components.,

A. Program Component

The major specific operational objectives which relate to
the continuance and enhancement of prior Project activities
("Program Component") were to:

® Develop an Economic Crime Reporting System (ECPRS) for
collection of data on white-collar crime enforcement
activity in Project offices.

K ) Produce and distribute the Project's Economic Crime
Digest.
° Continue Project efforts to educate the public about

economic crime through alerting NDAA membership as to
currently flourishing economic crime schemes via
Project bulletins and information in The Prosecutor,
through media contacts, and by making Project staff
available to make public presentations on economic
crime subjects.

] Schedule and conduct Unlt Chlefs' meetings during the
grant period. &

e ‘Continue current Task Forces to deal with business
opportunity and investment frauds, auto repair frauds,
price~-fixing and bid-~rigging (antitrust), and
establish three new Task Forces--to deal with
insurance fraud, official fraud and corruption, and
complex crime training and litigation.

() Contlnue to deliver expert assistance in the area of
R v‘economlc crime prosecutlon throughout the country,
e.g. in the area of investigative accounting.

B. Natlonal Strateq%JDblectlves. The central core of the new

National Strategy in U

iative was a systematlc, organized, and
comprehensive effort,hin conjunction with £edera1 and state law
enforcement authorities, to develop a national strategy against
white-collar crime, much of which is subject to concurrent
federal-state jurlsdlctlon. This major new program 1n1t1at1ve

was expected to involve:
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° Developing criteria for maximizing the number of : d slgniflcant and documegtable tmprovement o
significant state and local investigations and ‘ 1ntergovernmental and 1nteragenc¥ cooperatlon.and
prosecutions of white-collar offenses which are 3 zzgg?ieigggort in the area of white-collar crime
subject to concurrent federal-state jurisdiction. g ‘ )

° Organizing and marshalling state and federal ) ° A rising level of consciousness on the part of all
investigative and other support activities to provide - such agencies and departments as to the degree of apd
resources for local prosecution of such dual the disadvantages of problems of duplicative effort,
juﬁisdiction cases and of the magnitude of white-collar offenses not

ST responded to because they are inadvertently on no

) Developing procedures for complementary federal-local agency's priority list.
prosecutive efforts which will minimize the likelihood
of undesirable duplicative enforcement activity, or of ! ¢ Tentative and mutually developid dragtséh iy d
failure of response to particular significant | circulation among agencies, setting for propose
white-collar criminal activity b Tt i ; B criteria for division of responsibilities which would
"no-man's land" of fedegaiZ;tZtesiggzi rioetties : move greater areas of white-collar crime enforcement

, pr 1es. ; to the local prosecutive level and provide for added

° Developing a body of information on white-collar crime £ sources of investigative support to local prosecutors.
investigation, prosecution, and impact which will : . ) , : ) :
facilitate improved Planniﬁg of white-collar crime I ,;,It was expected that the Economic Crime Project, by
enforcement efforts, setting of priorities, and models continuance and expansion of the level of its activity, would
ggi SggggECgU§§ligfigiggizggdc?fmz yaluable resource more firmly fix in the consciousness of the public and of local

L ; ) prosecutors the major message conveyed by the Economic Crime
More specific ob?ectlves were to: . : Project in the past--that economic (white-collar) crime
® s Department of Justice, and with foderal ard ciate | snforcement 15 properly a.respopsibiiity for Jocal prosecutors
14
departments and agencies, to coordinate investigations i and not only for federal prosecutors or prosecutors' ofifices in
3gfc§rngcgﬁéggitogowgéﬁgﬁﬁgéiirfgééﬁigﬁétgiﬁ?"ggil § a few major urban centers. This national consciousness was
jurisdictions. expected, in turn, to make more likely the development of a

o Establish, in cooperation with federal law enforcement Natlonal Strategy which would vest greater responsibility for
agencies, criteria for provision of federal local prosecutlons of economic crimes which fall within
investigative support for local investigation and.
prosecution of white-collar criminal offenses which concux rent federal-state jurisdictions.
are subject to federal/state/local jurisdictions. aThe National Strategy approach reflected in the flfth grant

° VDevelop, in conjunction with federal and state law _ appﬂlcatlon sought to achieve the following goals:
enforoement agencies, a survey report which will < e Increased interaction between local prosecutors and
1dent1fy gaps in present enforcement responses to : “ federal agencies.
white-collar crime and duplicative responses thereto. 3

o i @ Development of written agreements of cooperation
A It was anticipated that the National Strategy initiative i . between local prosecutors and federal agencies.
would result in majo ' s t : 3 ' ‘
jor progress toward the development of a | : j @ Establishment of five "pllot programs," subsequently
Natlonal Strategy for coordlnatlng the responses to white- L //' called” "Lea¢ Units,"
collar crime on t e . : e s
A the part of federal, statel, and local Because the Natgonal Strategy initiative was a new and
enforcement agenc1es, and of regulatory, admlnlstratlve, and unexplored realm, the funding application could provide but the
other governmental departments and agencies., This would include: ‘ ‘ ' '
6 - 7
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sketchiest of directions for charting the course of this
effort., Early National Strategy efforts explored a number of
avenues knowing that some would lead to dead ends but unable to
determine in advance which would do so. Effort was also made to
bé alert to the unexpected opporturiity and to exploit it.

Several lessons, it was observed, were learned early in the
course of these National Strategy efforts. Discussions with
federal officials and ECP unit prosecutors offered valuable
insight into the dynamics of interagency cooperation. More was
learned about federal policies and resources. In light of the
lessons learned from these experiences, NDAA and Battelle
reassessed the goals of a National Strategy to determine which
strategies would be most likely to lead to the accomplishment of
these goals.

The original plan, of necessity, presented a simplistic
model of how federal-local interaétion could be developed. It
may be represented schematically as follows:

Federal-NDAA interaction increased ECP unit-
and NDAA staff efforts ; federal cooperation

written | |demonstration
agreements proijects.
Figure 1.1

ORIGINAL GOALS

With the fuliler understanding of the dynamics of federglélocal
interaction gained thus far, this model was expanaed, as shown

in Figure 1.2, to reflect both the process by which the above

results would occur and the broad range of results which might{;
be expected. A o o

Specific Project efforts to establish liaison between
agencies working in the field of white-collar containment were
began early in the fifth period. “Efforts to eg%ablish
"credibility“ were seen as being more difficult, requiring

" patient effort and good preliminary federal-ECP mutual

8
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experiences. Several approaches undertaken early in the
National Strategy effort included:

) Increasing awareness of the ECP and National Strategy
efforts. '
° Increased dialogue and interaction leading to

increased understanding of each other's positions; and

° Specific efforts resulting in interactions and work
products of mutual benefit to federal and local
prosecutors,

The schematic diagram of National Strategy efforts
presented above, it was recognized, was simplistic. It only
presented in linear fashion a process which was, in fact,
circular. That is, NDAA and Battelle staff concluded that
efforts to establish training coordination, case cooperation,
problem~solving mechanisms, memoranda of understanding, pilot
projects, and review of federal agency policies must prcceed
simultaneously with efforts to establish credibility, rather
than waiting for credibility to be established. These initial
efforts were expectrd to lead to increased credibility (assuming
that. they are succeszul), which in turn would lead to more
cooperative efforts, such as joint training and
cross-assistance. BAnalogy may be made to community service
programs: despite best intenﬁions, a solid program, hard work,
endorsement and involvement of criminal justice and community
"movers and shakers," and everything else the program can think
of, the typical result is that during the first six months to a
year cases and referrals d;ﬁbble in at a disturbingly slow
rate. Then, as word spreads through a "grapevine" that nobody
quite understands and some are not even aware of, the program is
inundated with responses. The same, it was speculated, would
probably be true in the case of the National Strategy.

‘ The just-described goals and approaches were further
refined at a second National Strategy Conference in July, 1979,
described in detail in a prior.pattelle report.4 wWhile no
‘specific goals for the remainder of the grant period were

* Preceling page tlank
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' regions encompassed by the original six Lead Units.

- grant period.

National Strategy staff attorney pos1tlon in the flfth grant

established at this meeting, there was general consensus that
enough progress had been made to justify changing National
Strategy emphasis from planning, meetings, and discussions to
action initiatives.

The Project's application for a six-month Supplemental
funding to extend the fifth grant period to 18 months reflected
this shift from planning to implementation of the National
Strategy initiatives. This application called for continuation
of the Program Component with only minor changes, but prov1ded

for substantial reorientation of the National Strategy

initiatives. The lessons learned from experience to date were

to be summarized by‘Project staff into one or more monographs on
training, the intelligence function, and the role of Memoranda
of Understanding in the National Strategy initiative. The
coalescence of the volunteer Lead Unit Task Force was given
formal recognition, and Lead Unit chiefs undertook to implement
the National Strategy initiative on a regional level. Six new
Lead Units were to be ¢stablished, one within each of the

Whlle the
Project would respond to new "targets of opportunlty" and
contacts received from addltlonal federal agencies, further

outreach and the undertaklng of new initiatives was
de~emphasized.

Rather, the goal was to consolidate thevgains

made thus far and to implement them on the local as well as the
national level.

" The 'Project's efforts to achieve these objectlves are
described in detail in Battelle's prlor report on the flfth

III. PROJECT OBJECTIVES FOR THE “SIXTH GRANT PERIOD
The Project's objectives for the sixth grant perlod marked
further consolidation of the Natlonal Strategy initiative 1nto
Program Component operatlons. In line with this thrust the

period was converted into a part-tlme, consultant p051t10n in

10
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the sixth. The Project's objectives in the sixth grant period
involved: '
[ Transition of the National Strategy initiative from

planning and development to action, for example,
through cooperation with the Executive Worklng Group
of officials from the U.S. Department of Justice,
NDAA, and NAAG.

° Integration of National Strategy initiatives into
Program operations.,

° Designation of and support to additional Lead Units
and state-wide councils.

) Regionalization of National Strategy initiatives
-through the leadership of the Lead Units.

° Making Lead Unit experiences and lessons learned

available to other interested agencies.

Cne means of achieving the last goal was to integrate
National Strategy initiatives more closely into the program at
Unit Chiefs' conferences. Liaison with federal agencies,
formerly the responsibility of the Project's National Strategy
staff attorney, was to be maintained by the Program Component
staff and Lead Unit chiefs, '

Chapter Two of this report provides a review of Project

operations. Each section begins with a brief overview of

"Project efforts in the fifth grant period, extracted from the

Executive Summary of Battelle's prior report, in order to
provide the context for the more detailed description of Project
activities in the sixth grant period. The first part of this
chapter describes the continuation of Program Component
activities, including the integration of the National Strategy
The focus of the
second part of the chapter deals with implementation of the

initiative into Program Component operations.

National Strategy initiative} It includes a description of the
third annual National Strategy Conference, held at FBI

headquarters in Washington, D.C. in July, 1980, in conjunction

11
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with a meeting of the previously-mentioned federal Executive
Working Group the next day. : k
The third chapter contains an analysis of the data provided

through the Economic Crime Project Reporting System over the

" fifth and sixth grant periods; This‘chapter is a revision of
the ECPRS chapter in the Battelle report on the fifth grant
period, which analyzed data from only the first 10 months of the
17-month period described in Chapter Three. Chapter Four
contains the report's conclusions and observations on possible

avenues for further action.

12

R s L

i

g Aot e
¥ Piistle

CHAPTER TWO
PROJECT OPERATIONS IN THE SIXTH GRANT PERIOD

This chapter describes the Project's program opefations and
efforts to implement the National Strategy initiative in the
sixth grant period, from April 1980 through the end of 1980.

The real impact of the Project, of course, is in the
investigations, prosecutions and other activities of the 69
Economic Crime Units in local prosecutors' offices which
encompass about 40% of the nation's population. The results of
these efforts are impressive. They have accounted for recovery,
or orders for recovery, of an estimated _$32.6 in restitutions,
fines and penalties in 17 months of the 27 months in the fifth
and sixth grant periods. Convictions were obtained in 1,736
(82.9%) of the 2,094 reported criminal filings, more than half
of which (930) were at the felony level.

resulted in an estimated 1,175 people going to prison or jail.

These convictions

‘Details of these local units' operations and the results

obtained are described in Chapter Three of this report.

I, THE PROGRAM COMPONENT

Program Component activities in the sixth grant period
included two Unit Chiefs' meetings, the continuing work of the
Project's Task Forces, the preparation of Project publications,
and clearinghouse and technical assistance activities.

A, The Unit Chief Conferences S
Five Unit Chief meetings were held during the fifth grant

period. Unit representatives are obligated to attend one such
meeting a year at their own office's expense as a condition of
membership. The conferences generally lasted three days,

beginning with a roundtablekdiSCussion (open to law enforcement

i
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personnel only) of pending investigations and cases. The first
afternoon and the second day were devoted to presentations,
panel discussions, training sessions, and workshops. They
concluded with a second roundtable on the morning of the third
day.

The roundtable discussions have proved to be one of the
most valuable contributions that Unit Chief meetings have made
to individual economic crime unit operations. Unit Chiefs
contemplating a proactive auto repair investigation or disturbed
about a plethora of newspaper ads offering instant wealth
through diamond investments, vending machine franchises, or worm
farms learn how other jurisdictions acted to protect the public
and how they successfully proszcuted such cases and--more
importantiy-~how other jurisdictions encountered problems and
learned from their mistakes. ©On several occasions participants
learned that individuals being investigated or prosecuted in
their jurisdiction were active in other jurisdictions as
well-~setting up the basis for inter-unit cooperation. Other
cases reported on served to precipitate discussions on tactical
problems such as how to set up a car for a proactive autourepair
investigation, or on legal issues such as procedures to use in
obtaining needed financial records.

Case discussions at Unit Chief meetings have been
interspersed with short presentations by representatives of
federal agencies (e.g., U.S. Postal Inspection Service; U.S.
Department of Agriculture, Office of Inspector General; U.S.
Depértment of Justice), update reports on pending legislation, a
briefing on the Economic Crime Project Reporting System, and a
report on the results of the first National Strategy
questionnaire on unit interactions with federal and state
agencies. ‘

Presentations and workshops have included: ,

° Presentations on computer c¢rime, the NDAA Evidence

Tracking Project and statewide Economic Crime Councils.

14

° A National Strategy panel discussion on cooperation
with the U.S. Deartment of Justice and National
Strategy workshops on state, federal, and
international cooperation.

[ A presentation and film on arson by the Insurance
Crime Prevention Institute.

) Workshgps on business opportunity fraud and the FTC
franchise rule, antitrust, insurance fraud and arson,
and fraud against the elderly.

° A talk.by a noted criminologist, Prof. Gilbert Geis of
the University of California, Irvine, on deterring the
corporate criminal,

€ A workshop on sentencing the white-collar crime
offender.
o A presentation and discussion of two "60 Minutes"

Segments (auto repair fraud and corruption in meat
pPacking), led by a producer of this television show.

° A panel presentation and workshops on securities
- registration and securities fraud, involving
reprgseptatives of the U.S. Securities and Exchange
C:m?1551on and the securities department of four
states. :

®  Workshops on particular types of cases, including auto
dgale; reserve account fraud, the Kingsbridge
F1§uc1ary Trust case (investment fraud), and statutory
reform.

o 3egigna% workshops on local-~level National Strategy
initiatives, conducted by the Unit Chiefs of the six
Lead Units undertaking such initiatives; and

[ A presentation on the jurisdiction, services, and

procedures of the Fegéral Bureau of Investigation.

The Unit Chief meetings have served in several respects to
strengthen the National Strategy initiative. First, the program
at each conference has contained sessions informing the units of
National Strategy efforts and achievements which are useful to
them in their daily operations. Second, a number of
representatives of federal and state agencies and national
organizations concerned with the detection, investigation, and

prosecution of white-collar crime have attended the conference.

15
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Some have given presentations on their agency*gr orgaﬁization's
priorities and procedures. Others have particiba&ed'in panels
to discuss means of cooperating more closely, lectured on
technical aspects of white-collar crime investigation or
prosecution, and participated in workshops or Task Force
meetings (held in conjunction with Unit Chief meetings)
addressing specific areas of concern. Virtually all have taken
the opportunity to meet with Unit Chiefs and discuss particular
problems.

Unit Chief meetings have also provided Lead Unit Chiefs
with an opportunity to meet, discuss problems, share strategies
for fostering interagency cooperation, and plan future
initiatives. These Lead Units serve as demonstration sites for
efforts to implement National Strategy initiatives on the local
At these meetings Lead Unit Chiefs, with NDAA staff,

have decided to constitute themselves a Task Force, determined

level.

criteria for designation of an additional six Lead Units,
discussed methods of assisting these additional six Lead Units,
and planned a two-day meeting with representatives of federal
The unit which hosted one

agencies in Washington, D.C.
conference used the meeting as a forum to convene an
organizational meeting of a statewide interagency economic crime
group involving some 76 representatives from four federal agency
local offices, five county prosecutors' offices, Eéven local
police departments or sheriffs' offices, two banks or department
stores,fand four other organizations.

Two Unit Chiefs' meetings were held in the sixth grant
Many of the costs of attending the first conference, as
This

period,
in prior grant periods, was underwritten by project funds.

conference was held in Boston, June 4-7, 1980. The second

. conference was conducted at no expense to the project (other

than project staff travel costs)--a requirement designed not
only to economize on grant funds but also to elicit and test the
commitment of the local Economic Crime Units. The conference

was hosted by the Denver District Attorney's office and was held

16
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in that city on September 15-17, 1980. Some 36 unit chiefs or
designates attended the Denver conference, which is fewer than
the 54 attendees from 51 units at the Boston conference, but
which is a remarkably high number considering that the units'
offices solely bore the transportation costs.

The Battelle report on the project's fifth grant period and
earlier evaluations uniformly stressed that these Unit Chiefs'
conferences were the most important project service offered to
the units. This was confirmed by a project survey of units'
views as to whicl services are most valuable, done as part of
the planning in anticipation of the possible loss of LEAA
funding for the project.

The Unit Chiefs' meetings became an increasingly important
vehicle for implementation of the National Strategy initiative
during the sixth grant period. The last two conferences focused
on specific topics of National Strategy significance, and were
held in conjunction with other professional associations whose
members might interact with units in carrying out National
Strategy initiatives. The Boston conference was held in
conjunction with the National Association of State Securities
Administrators (NASAA), and was devoted to securities fraud
investigations and prosecutions. This conference was attended
by staff of the securities departments of 21 states and one
Canadian province, as well as representatives of several
attorneys general offices and the Toronto stock exchange.

The Denver conference was held in conjunction with a
National Association of Attorneys General consumer protection
unit conference and,was devoted to energy-saving devices fraud
prevention. The energy-saving fraud prevention aspect was
supported by a grant from the U.S. Department of Energy to the
Metropolitan Denver District Attorneys' Office of Consumer Fraud
and Economic Crime to operate a national clearinghouse and
provide training and technical assistance with respect to such
This grant, described in more detail in the discussion

of the Business Opportunity Task Force,ubg;ow, was obtained with
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¥ . , . ; The Boston conference also included the traditional P
! the cooperation and support of the Economic Crime Project. . o o . ] . , . -
| Presentation and workshop leaders included representatives of ; - roundtable discussions, regional roundtables on implementation -
E th , i of National Strategy initiatives which were chaired by the heads ‘

z he: ‘

b U.S. Attorney's Office, Denver, Colorado (U.S. 5 of the six original Lead Units, and Task Force meetings. NASAA j

¥ 1 [ ] . T ) . " . . . . ’

b Attorney and Economic érlme Enéorcement Specialist); . undertook to review the evaluation forms for this conference. ;

{ Office of Insptecor General, U.S. Environmental 5 Project staff report favorable feedback from the unit chiefs. o

‘\'f { ] (o) P 1 . . . it ) . R ) (»

%E Protection Agency; ’ ' ' -t The Denver conference, as mentioned, focused on frauds ; '
g . U.S. Department of Justice Organized Crime Section; g related to energy-saving devices. The first day involved only é

i e r ’ . ; . . . . e

i , : : Unit Thiefs. The morning was devoted to roundtable discussion i

! L U.S. Department of Energy, Office of Consumer Affairs; of pending cases. The afternoon session included a presentation |

i e U.S. Postal Inspection Service; ) f on the U.S. Department of Justice's recently announced federal é

3 U.S. Federal Trade Commission economic crime priorities by the Economic Crime Enforcement S

{ ) .S. Federal T H g

L : ! Specialist in the Denver U.S. Attorney's Office, as well as 1

} ° U.S. Naticnal Air and Space Administration; workshops on toxic waste disposal and organized crime. The '

§ & Colorado Gasohol Promotion Commission; second day was a joint session with representatives of NAAG i

} o Montana Department of Business Regulation; consumer protection units. This began with an overview of the B

! 1 A 7 : N ; N
‘é : Department of Energy grant to the Metropolitan Denver office to !

e  Office of Attorney General, State of Utah; and operate a clearinghouse and technical assistance center on

energy-saving devices fraud and"a presentation on such devices.
A;panel'discussion on informal techniques for coping with
questionable advertising'claims was followed by a presentation
by the Federal Trade Commission of interagency cooperation in i
monitoring advertising claims. Other presentations involved i T
alcohol fuels and preparing a gas saving device case for trial. jn R R
A presentation and panel discussion centerd on sample 4 f’, ”
advertisements related to a NASAA;@eveloped~energy-saving
deViCe, the "power factor controliénL“ The second day closed
with an hour-long roundtable on energy-sav1ng devices
investigations and cases. B

Participants at Denver UnitAChief meeting‘were asked to
rate the individual sessions. The roundtable discussions were

° Office of Attorney General, State of Colorado.

% , While prior conferences offered programs encompassing a

’ dlversO range of economic crimes and,remedies, the two held in
the sixth grant period were each devoted to one tcpic_cf

o 7‘ National Strategy significance. The Bcston;ccnference, for

VAR

example, involved a two-day program on sSecurities violations, |

put together through the collaboration of Project staff and

members of NASAA. This program centered around eight dramatized
] "scenes" depicting the handling of a securities fraud case from |
. the initial complaint, through™ 1nvestlgat’on and pzosecutlon, to |
'E sentencing. Each scene was followed by a 1ecture or workshop on
'the~§roblemskencountered at that partlcular stage of the case.

i This program was v1deotaped and edlﬂad by PrOJect énd NASAA

Ly : staff ‘and at NASAA expense. Sevén coples of the 10 hour f‘glven high ratings, as was true of the conferences in the fifth : é‘

Lo ' " training tape based on this conference are belng c1rculated to ﬁf

" interested law enforcement unlts,\w1th prlorlty beLng glven to }K ‘ '
k ECP units and NASAA members, under tlie ausplces of the = ‘ﬁ" , ’

. j Massachusetts Securltles D1v151on. , ; TR r,g\;
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PABLE 2.1

grant period. The results are presented in Table 2.1 on the ;l UNIT CHIEF CONFERENCE PARTICIPANT RATINGS
following page.* 4 OF CONFERENCE SESSIONS, DENVER CONFERENCE

¢ . . . SEPTEMBER 15 - 17, 1980
There was more variation in the ratings given sessions at

L

R o R

%

Participant

the Denver conference than was the case with respect to meetings ' ) : E
Conference Session _ Rating

in the fifth grant period. The results of the participant

JRCONR SN S

evaluations of fifth grant périod conferences seldom varied more |
than one point above or below the overall rating given‘to the {

conference at which the session was held. By contrast, the / Presentation: Preparing a Gas-Savings + 1.56
‘ Device Case for Trial

Presentation: Energy-Saving Devices + 2.68

overview on energy-saving devices was given a rating 2.68 points

higher than the rating given the conference, and one worksho : A Roundtables: + 1.18

g~ . . 99 ) ' ’ L P ’ Monday (ECP, including ECPRS + 1.60
was given a rating 2.77 points lower than that given the 3 presentation)
conference. . ‘ ¥ Tuesday (Joint ECP/NAAG, + 0.89

, ; . 2 ‘ on Energy Saving Devices
The methodological problems just mentioned are those ¢ Wednesday (ECP, including + 1.07

associated with use of Likert scales. For example, different ’ plans for future)
people attended each conference; they may use different criteria i Workshop: Toxic Wastes ' + 1.14

or Simply be harder--or easier--to please., Even the same ] ]
‘ Presentation: Public Prosecutor and the + 0.60

individual may be inconsistent in rating two conferences held : Private Sector

four months apart. Thus, any comparison of scores between
conferences is potentially very misleading. The relevant

comparison is between sessions at the same conference. ﬁ Preseniatig:: "Power Factor Controller": + 0.13
- , : — \ sample acts

Panel: Informal Techniques with Advertising Claims + 0.51

J % Presentation: FTC Ad monitoring,. interagency - 0.10
r ; cooperation -
‘ : ‘
B Presentation: Federal economic crime : - 0.55

enforcement--priorities

fWorkshop: Organized.crime influence and - 1.19
economic crime

*pParticipants were asked to rate each sesion on a scale of

v . : resentation: Alcohol fuel : SR - 2.30
1l to 19. The results of these ratings are expressed in : 2 ) ’ ;

comparison to the averge rating given to the individual | orkshop: Commodities futures frauds - 2.77
conference at which the session was presented, in order to avoid : — m— ; - ‘

R ORAR S NN SR

methodolegical problems in attempting comparisons between g
sessions. Thus, if the overall rating for a conference is 8.6 £ Notes
and one seminar was given a 6.4, its rating on Table 2.1 would It

be the difference, or -2.2. : ' ‘ :

~ Sessions were rated on a scale of 1 to 10. Overall
conference ratings were calculated as a mean of the ratings of
the individual sessions, and individual session ratings were
calculated by subtracting the conference mean ‘from the
individual session ratings. This was done to avoid

: inter-observer reliability problems in comparing scores of

O S R sessions at different conferences . '

21
20




o S g

B. The Task Forces
In the fifth grant period the Project continued its Task

Force approach to addressing significant problem areas. 1In the

fifth grant period these included:

® Antitrust

° Auto Repair Frauﬁ {since disbanded)

° Business Opportuhity.Fraud

® Complex Crimes Training and Litigation (formed late in
the grand period, it replaced the Auto Repair Task
Force)

i
) Insurance
° Official Corruption and Procurement Fraud

In addition, the Lead‘Units charged with implementing the
National Strategy formed a Lead Unit Task Force to regionalize
and implement this initiative on the local level. This Task
Force is described in the National Strategy section of this
chapter. : ' - '

The Task Forces originally consisted of the District
Attorneys from six jurisdictions. and their unit'chiefs;‘but in
the fifth grant period membership was expanded by ihclusion of

<

other units and representatives of federal and state agencies as
"associate members." Despite the fact that associate members

" receive no grant funds whatsoever to support their

participantion, 21 units are associate,members. Represenatives
of state attorneys general, such federal agencies as the
Antitrust Division of the U.S. Departmeht of Justice and

national-level organizations concerned about such issues as

arson-for-proflt also serve as associate members.
By the end of the fifth grant perlod each of the Task

‘ Forces except the Complex”Crlme Task. Force had produced an

orlglnal or updated manual. (It was not envisioned that the
latter would produce one). . L ‘

22

The Business Opportunity Fraud Task Force continued its
Business Opportunities Clearinghouse, operated by the Denver
Unit. This Task Force collects and makes available to law

enforcement agencies nationally information on individuals and

companies suspected of being active in business opportunity
frauds. This information is provided by economic crime units
and other involved agencies. This clearinghouse has been
important in the development of a National Strategy.
Clearinghouse staff have provided advice and comment on the FTC
business opportunity regulations mentioned earlier, and has
fostered closer relationships with state and federal agencies
(e.g., state attorneyskgeneral, the U.S. Postal Inspection
Service) by providing these agencies with timely, valuable
information. The Clearinghouse's newsletter is distributed to
some 270 law enforcement and prosecutorial agencies.

Because of funding problems, the Business Opportunity
Clearinghouse was formally closed in October, 1980. Among the
accomplishments of the Task Force and Clearinghouse were:

] Two manuals deflnlng the world of business opportunity

fraud and legislation to curb it.

® 27 newsletters which went to over 300 agencies in the
’ U.S. and Canada and helped develop an
information-sharing network which really worked.

[ Two file cabinets of promotional literature, copies of
ads, legal briefs and reports of action taken.’

@ A prevention pamphlet which was a jointkeffort with
the Direct Selling Education Foundation (who pald for
the product) , . ,

° A legislation data bank.

The Denver office intends to continue to respond to requests for
information on an informal, 1nvoluntary bas1s as long as the
flles contain useful information.

i The Task Forces also promoted Natlonal Strategy 1n1t1at1ves
during the fifth grant period. The Antitrust Task Force has
worked actlvely with the Antltrust D1v151on of *he u. S.
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Department of Justice, the National Association of Attorneys
General, and several state attorneys general offices. The
arson-for-profit focus of the Insurance Fraud Task Force has
brought it into closer working relations with state and federal
agencies and national organizations also concerned with this
problem. The Auto Repair Task Force (since disbanded) had been
promoting ‘National Strategy initiatives by cooperating with the
U.S. Department of Transportation in a study to assess the
amount of auto repair fraud, and with the National Highway
Traffic Safety Administration and National Auto Dealers'
Association in the development of their AUTOCAP program for
mediation of new car sales and warranty problems. Associate
membership on the Task Forces has proven to be a useful way to
involve federal and state agencies and national organizations in
the work of the Economic Crime Project, and thus to promote
National Strategy aobjectives. Representatives of NAAG are
associate members of each of the Task Forces. Federal and
state agencies and national associations have been active in_the
work of the Antitrust and Insurance Fraud Task Forces.

In the sixth‘grant period the Task Forces continued to
promote National Strategy initiatives. A representative of the
Public Integrity Section of the U.S. Department of Justice, for
example, attended the June meeting of the Official Corruption

and Procurement Fraud Task Force. A representative from the

Federal Trade Commission gave an informal presentation to the
Bpsiness Opportunity Task Force on plans for enforcement of the
FTC's rule requiring full disclosure in franchise solicitations
and distributed a draft memo detailing planned FTC enforcement
efforts. : «

The Antltrust Task Force met in the Washlngton offices of
the Antitrust Division, U.S. Department of Justice, the day
before the Boston unit chlefs' meetlng. Representatlves of the
Natlonal Assos1cat10n of Attorneys General, the Antitrust
Following
this all-day meeting the Task Force representatives met with the

Division, and the Federal Trade Commission attended.
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head of the Antitrust Division to continue cooperative efforts,
maintain liaison contacts and expand training and coordination
possibilities.

As part of the National Strategy initiative the Business
Opportunity Task Force changed its focus to energy-saving
devices. In the face of the national energy crisis in the past
few years the number of energy-saving devices offered to the
public have increased dramatically. Two problems were
encountered; the promoters of these products made specific,
unsubstantiated claims as to their effectiveness and persons who
had offered fraudulent franchises and distributorships in other
areas began to offer franchises for distribution of these
products as well. Thus, the Metropolitan Denver office, which
operated the Business Opportunity Fraud Clearinghouse began to
operate a Gas Savings Devices Clearinghouse as well. This
entailed receiving reports from economic crime units, similar
units in state offices of attorney general and other law
enforcement agencies; responding to these agencies' requests for
information on particular promoters, companies or‘devices; and
circulation of a newsletter.. |

With Project support the Denver office applied to the U.S.
Department of Energy for a grant to continue and expand
operation of this clearinghouse. Following a favorable initial
reaction from the Department of Energy, the Business Opportunity
Task Force voted to serve as a local prosecutors' liason
committe to this grant effort. Chairmanship of the Task Force
passed from the Denver unit to the Sacramento unit, which also
has considerable experience and interest in prosecution of gas
savxng device cases.

A two-year, $200,000 grant was awarded to the Denver unit
in July, 1980, by the U.S. Department of Energy. Under this
grant the clearinghouse, in‘addition to exchanging information
on promoters and devices and c1rculat1ng a newsletter, will
catalog testlng facilities and 1nvest1gat1ve method01091es. It
Wlll also keep law enforcement agencies posted on action by the
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FTC and Postal Inspection Service, as well as acting as a
first-line monitor for claims of endorsement by the EPA, HUD and
Department of Energy. The grant also provides for a $50,000
revolving fund for testing devices, this fund to be replenished
through recovery of investigative and court costs in the
resulting cases. The clearinghouse is also responsiblé for
coordinating and arranging for'training functions. ‘The Denver
conference in conjunction with the Unit Chiefs' meeting
discussed earlier is the first of an anticipated series of such
conferences.

The last formal meeting of each Task Force was held in
connection with the Boston Unit Chiefs' meeting in June, 1980.
By this time it had become apparent that continued LEAA funding
was .problematical beyond the expiration of the sixth grant
period. Thus, the focus of the Task Forces turned to planning
for future efforts whether or not LEAA funding continued. Each
Task Force agreed to continue operation on a voluntary; unfunded
basis, making their expertise available to other units in much
the same manner as had the members of the earlier-disbanded Auto
Repair Task Force. .
c. Drojéct Publidations 4

The Economic Crime Project publishes an Economic Crime
Digest, which is sent not only to economic crime units but to
cther law enforcement agencies, prosecutors' offices, law
libraries, and other interested persons as well. About 2,500
copies of each issue are distributed. This Digest contains
Project and white-collar crime news and short descriptions of
recent cases handled by the units. An indexing system,was
devised in the fifth grant period, which classifies these case
notes by a system adapted from the list of economic crime
categories:usedkin‘the Economic Crime Project Reporting System,

In the fifth grant period the format_of the Digest was

‘modified to include more articles written by Unit Chiefs or

reprinted'fromkothervwhité#collar‘crime newsletters and
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publications. About two-thirds of the two most recent issues
have been devoted to articles.

Persons interviewed during the course of Battelle field
visits to the six lead Units during the fifth grant period cited
the Digest as one of the most useful of the Project services.
Benefits cited were that it kept unit staff current on trends in
economic crime and developments in other units. The Digest's
cases notes, however, may be less useful in specific‘'cases. An
attorney from one of the larger, more experienced, and more
sophisticated units added that general information on a
prosecution on the other coast was not helpful to his; he would
like more detailed information on how to prove difficult cases,
spelling out steps tc take and evidence needed. Several persons
commented favorably on the format shift to longer articles
describing cases in more deatil.

During the fifth grant period the Economic Crime Project
surveyed the Digest readership with a questionaire enclosed with
the third Digest issue of that grant period. Eighty-four
responses were received from federal, state, and local agencies,
universities, and other organizations. Of those responding,
73.4% indicated they circulate the magazine to different units
or divisions within their office. Sixty-nine percent indicated
they do not circulate outside their office. Ninety percent of
the responding recipients file the Digest in their office for
convenient staff use. The Digest is most frequently used as an
alert to new frauds, to identify new enforcement techniQues, to
identify people to contact for information, to keep current, as
a reference or general overview of the field, to track
particular offenders, or as a training device. Aspects of'the
Digest found most useful by respondents included in-depth
reports, detailed descriptions of investigative techniques and
procedures, articles on various schemes, information and
referral functions, and novel prosecution techniques. The
aspects fdund least helpful included consumer scam information

¥#
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" schemes.

and the "in brief" section (containing short notes on unit
activities and developments in white~collar crime enforcement).
The Project published two issues of theée Digest in the sixth
The June, 1980 issue (Vol. 6, #2) contained five
articles, including a description of the nation's first

grant period.

successful prosecution for theft of computer time (by the
Indianapolis unit), a related article on computer fraud
legislation and a desctiption of the Westchester, New York
Another
article describes a p;ofile of the white-collar criminal, based

unit's experiences in welfare fraud prosecution.

on research funded by a major accounting £irm.

The last issue of the Digest was scheduled at the time of
this writing to be published by mid-December. It will contain
an article on a successiul school lunch fraud prosecution by the
San Antonio unit in conjunction with the Office of Inspector
General, U.S. Department of Agriculture and a description of the
Department of Energy grant effort.

In addition 'to the Task Force manuals and Economic Crime
Digest, discussed earlier, the Perect has produced three
speciel documents for Economic Crime Units, addreesing Priority
topic areas.

These are in the areas of investigative
accountlng, securltles v1olat10ns, and chain letters and pyramid
The Project continued to reprint and make available
the six public awareness brochures developed“prior to the
present grant period. -

The Project has also prepared and distributed a directory
of the Economic Crime Units for use by Project participants and
other state and federal agencies. The list is being used, as
witness a staff memorandum from the Offlce of Inspector General
of the U.S. Department of Hou31ng and Urban Development to field
units’ which 1ntroduces this list as follows. "Thls directory
provides con51derable detall including the name, address, and
telephone number of each Unit Chlef, as well as the
organization, experience, and/or 1nterest of the particular
unit,” ‘

e

The major publication efforts of the Project in the sixth
grant period were devoted to the securities fraud training
videotape described earlier and revision of the Project's
well-received but three-year-old manual on economic crime.

Copies of this revised manual were distributed in early
December, 1980.

D. Clearinghouse, Training, and Technical Assistance Activities

Much of the Project Ceanter staff time in the sixth grant
period, as in earlier periods, was devoted to coordinating
clearinghouse, training, and technical assistance activities.
The Unit Chief meetings, the Digest and other Project
publications, fall under this rubric, as éo the Business
Opportunity Clearinghouse and many of the activities related to
the National Strategy initiative. One of the most important of
the staff activities is to keep units in touch with each other
and informed of each other's activities. Thus, a unit
enccuntering a particular type of probism can phone the Project
Center in Chicago for suggestions or for referral to a unit
which has encountered this type of problem before.

The Project regularly circulates confidential alerts about
possible frauds or pending investigations to economic crime
units. Because this is sensitive information about pending
investigations, these alerts have not been reviewed by Battelle
staff. Persons interviewed in Lead Units report that these
confidential alerts are one of the most useful'of the Project's
services, Response was less uniform, however, to the more
general memos sent to the units.

While many of these memos were
viewed as useful, the sheer number of memos was viewed by some
as overwhelming. Some 184 of these consecutively humbered memos
were issued in 1979. 1In response to this crlthue, the number
of such memos was reduced of 86 in 1980. Topics range £rom
announcements of‘peISCnnel changes to requests to substantiate
donations of matching funds, to announcements and agendas of
upcoming Unit Chief meetings, to desériptive or background
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material on particular subjects, to progress updates on
significant National Strategy initiatives.

Investigative accounting technical assistance offered by
the Project was reported by the units to be one of the most
useful of the Project's services. Because of the demand for
this, in the fifth grand period the Project added the service of
a second investigative accountant. These investigative
accountants do not become involved in individual cases. Rather,
they provide more general training to unit prosecutors and
investigators, showing them how to recruit, select, and use the
services of investigative accountants to achieve investigative
and litigative goals. In order to maximize the effectiveness of
this service and to promote the National Strategy objective of
getting unit staff to work more closely with their local
counterparts in state and federal agencies, in the fifth grant
period Project staff determined to place increased emphasis on
the hosting of these training programs by units which will
invite prosecutorial and law enforcement agency staff from
neighboring jurisdictions and state and federal agencies to
attend them as well.

In the'fi:st quarter of the sixth grant period, three
accounting seminars were conducted, involving 58 participants,
including police officers and inspectors from the inspector

~general's office of a state welfare agency. In the second
unarter two training seminars were conducted and consultaion was

provided to two units in connection with a complex series of
fraud cases. : “

In anticipation of the explratlon of LEAA fundlng the
Project has undertaken to regionalize its coordlnatloA and
technical assistance function. The Philadelphia unit has “
volunteered to serve as a national coordination point, and each
of the six original Lead Units will coordinate activities on a

volunteer basis within their respective jurisdictions; Efforts

are underway to provide modest financial support for this effort
through voluntary contributions from participating prosecutors'
offices.
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E. The Proiject's Educational Role

One of the missions of the Project has been to stress the
seriousness of white-collar crime and the need for vigorous
prevention and enforcement. The Project's message has been
delivered to prosecutors to encourage them to give white-collar
crime enforcement a higher priority than in the past, and to the
public to recognize white-collar crime-type activity and
therefore to enable it to protect itself better. In the sixth
grant period, for example, Project staff conducted site visits
to provide technical assistance to six units and assisted two
prosecutors to begin economic crime units and join the Project.
To keep the NDAA membership informed of Project and unit
activities and to encourage other prosecutors to begin similar
efforts in their own jurisdictions, Project staff and Unit
Chiefs have written numerous articles for the association's
bi-monthly professional journal, The Prosecutor, which is read

in almost every local prosecutor's office in the United States.
These have included a regular column of Project activities in
the section of the magazine devoted to NDAA grant activities,
short articles for the "association news" section, and longer,
feature~length articles.

Project staff have also delivered presentations at NDAA's
Metropolitan District Attorneys' Conference in January, 1979,
and Rural/Urban Prosecutors Attorneys' Conference in November,
1979, held in the Washington, D.C. area.

Project staff have also assisted in the formation and
operation of statewide economic crime councils, attending
meetings of such councils in Mennesota, New York and
Pennsylvania.

Project attorneys and Unit Chiefs make numetous appearances
before professional and public groups. This included Project
testimony before the Subcommittee on Crime of the U.S. House
Committee of the Judiciary. 1In the sixth grant period, for
example, Project staff delivered presentations at an Association
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of Federal Investigators meeting (Chicago chapter), a Blue
Cross/Blue Shield utilization review conference, a meeting and
an auto repair conference of the National Association of
Consumer Agency Administrators, a meeting of the Federal
Probation Officers Association, a U.S. Department of Energy
Interagency Task Force on Auto Repair Fraud conference an&’a
meeting of representatives of state police departments.

Project staff have also served in an advisory capacity in
planning for both a first national legislative conference on
arson-for-profit and a first national conference on mass transit
crime. ‘

The Project's six public-awareness brochures have already
been mentloned In the sixth grant period Project staff and the
Business Opportunlty Task Force prepared a pamphlet entitled
"Promlses. Check 'em Out" in conjunction with the Dlrect
Selllng Association, on business opportunity fraud. The Direct
Selling Association flnanced the printing of 150,000 of these
pamphlets, which have been dlstrlbuted. In addition, the staff
has prepared a number of press releases and held news
conferences at each of its Unit Chiefs' meetings. Progect staff
have been 1nteLv1ewed in connection with articles appearing in
Bus1nessweek Police Maga21ne, NBC's "60 Mlnutes," the Los
Angeles Times ‘news service, and other natlonal medla,

{
Lo

II. THELNATIONAL STRATEGY INITIATIVE

The National Strategy 1n1t1at1ve begun by the Pro;ect in
the fifth grant period constituted an 1nnovat1ve, experlmental
approach to fostering federal, state, and local 1nteragency
cooperatlon in the 1nvestlgat10n and prosecutlon of whlte—collar

~ crime. Many lessons were learned in the flrst year, whlch are
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summarized in the Battelle report on the fifth grant period, 3
a book directly based on the symposium that began the Natlonal
Strategy and ensuring events,sand the Battelle report on the

second National Strategy conference.7

The process proved to
be complex and time-consuming, but a sufficient groundwork had
been established to justify a major shift from planning and

development to implementation by the end of the first year.

This thrust was continued into the sixth grant period, when

National Strategy initiatives were integrated into such Program

Componient activities as the Unit Chief meetings and the work of

the Task Forces. The Lead Units continued to serve as practical
laboratories for developing and testing initiatives on the local

level.

A. A Brief Historv of the National Strategy

This <ection provides a brief history of the National
Strategy initiatives. 1Initial planning was devoted to
developing a strategy for use by units seeking to establish
contact with broad ranges of federal agencies, to give the
Project's National Strategy initiative visibility and to foster
an environment within which "targets of opportunity" for later,
more specific Project efforts could arise. The approach taken

was to:

®  Expiain to each federal agency the nature of the ECP
and the National Strategy initiative.

[ ] Discuss mutual priorities and concerns.

° Seek their cooperation.

° Establish a point of liaison within each agency to
assist in resolving specific problems encountered by
Project units and federal agency regional or local
offices.

e Lay out a mechanism and procedures for planning future
~ efforts.

The federal agencies were provided directories of the ECP units,
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‘was to establish a closer working relationship with the

. liaison mechanisms for interaction between these agencies and

' beneficial. ; F

and several of them sent out memos encouraging their f%eld
staffs to work with these units.

1. Interagency Liaison

One early goal of the Project's National Strategy effprt

recently-established offices of Inspector General in the
Departments of Agriculture, Housing and Urban Development,
Energy and Health, and Education and Welfare (now Health and
Human Services), and to develop specific programs and mechanisms é
for the resolution of specific problems. The approach to be
undertaken was to demonstrate that the National Strategy effort
would be of mutual benefit to federal and local government, not
merely a device to get the federal government to assist with

local problems..

LTINS R

As part of the Natiohal Strategy effort, the Project
initiated efforts to develop specific, written Memoranda of :
Understanding (MOU's) with the Inspectors General in these ﬁ
federal departments, to include joiﬁgﬁtraining, the designation
of a permanent liaison, and the estalblishment of specific :

local ECP units.
¢ontinued availability of federal investigative resources once a
matter declined by federal prosecutors is referred to an ECP

It soon became obvious that the role of

A major issue to be addressed was the

unit for prosecution. ;
the Project and the capabilities of individual units would have
to be élearly outlined to those agencies with which the Project
sought to promote cooperation and coordination. The necessary
coordination and liaison, it was quickly learned, could only be
established efﬁective;§ when built initially upon the points
where enforcement agehcies and the ECP find cooperation mutually

The ECP has also established liaison with the Executive

Group to Combat Fraud and Waste in Government, consisting of the
federal-level Ingpectors General and representatives from the
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Office of Management and Budget (OMB), Office of Program
'Management (OPM) , the FBI, IRS, and the Postal Inspection
Service. The Executive Group operates under the auspices of and
receives staff support from the U.S. Départment of Justice.

The Project made special efforts to develop working
relationships with the Federal Bureau of Investigation and the
U.S. Postal Inspection Service. As part of the National

Strategy initiative, the Bureau and the ECP expanded the FBI
computer training course to include sessions jointly attended by
ECP unit representatives and assistant United States attorneys.
The Bureau also hosted the National Strategy Conferences in 1979
and 1980. The U.S. Postal Inspection Service extended '
cooperation to the Project even before the National Strategy
initiative was begun. Local prosecutors had reported to Project
staff that they had found the Postal Inspection Service to he
very cooperative in mutual enforcement activities. In the fifth
grant period, the Project began the circulation to units of the
Postal Inspection Service's regular bulletin of current schemes
and pending investigations.

The Project also began to work with the Federal Trade
Commission, largely through the efforts of the Business
Opportunity Praud Clearinghouse. Clearinghouse staff offered
comments and suggestions on proposed FTC disclosure regulations
regarding business opportunities and solicited the input of the
other ECP units. The U.S. Department of Transportation was not
one of the federal agencies specifically envisioned as being
within the ambit of the National Strategy efforts, but the
opportunity presented itself and the ECP had the flexibility to
take advantage of this opportunity to work with the National
Highway Traffic and Safety Administration (NHTSA) and DOT in
implementing "Auto-cap" programs for the mediation of new car
purchase and warranty complaints, developed‘with the cooperation
~of the National Auto Dealers Association. Project staff also
met to explore possible mutual cooperative efforts with the U.S.

. Department of the Treasury,\fhe‘Secret Servicé,'the‘Secufities
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and Exchange Commission, the Commodities Futures Tracking
Commission, the Small Business Administration, and the General
Services Administraticn.

The Project also undertook to increase cooperation between
state and local prosecutors, through the development of contacts
with the National Association of Attorneys General (NAAG) and
attorneys general in individual states. 1In the past, there has
not been a consistent pattern of cooperation betweeh NDAA and
NAAG. It became clear during the earliest planning of the
National Strategy effort that, if this were to be a truly
national effort, involvement of NAAG and the attorneys general
would be important to its success. Prosecutorial cooperation
between the staff attorneys general and local prosecutors had
increased during the first nine months of the National Strategy
initiative, in part through the participation of attorneys
deneral at Téék Force meetings on an "associate" basis. The two
organizations agreed to designate personnel to serve as liaison
between NAAG and NDAA, and the Executive Directors of each
crganization attended the other organization's board meetings.
The Board of NAAG authorized sending copies of NAAG's antitrust
newsletter éndvother relevant newsletters to local prosecutors,
Wbich it had declined to do before this National Strategy
initiapive wasvlaunched. This dooperatioh spread to the
"working level," as well. NAAG members began to frequently use
the national-scope Business Opportunitykciearinghouse, and NDAA
members participated in a number of NAAG antitrust seminars.
Thiskcooperation culminéted in the joint NDAA-NAAG conference on

energyksavings devices at the Unit Chiefs' conference in Denver ‘

in september, 1980..k .

Project staff also began to work with staff members of
national organizations_conbernedyabout particular aspects of
economic 6rime,ksuch«as the Insurance Crime Prevention '

:institUte, the National Welfare Fraud Association, the National

Auto Dealers Assoéiatioh, and the National Organization of Bar

- Counsel.
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2. The Lead Units

It was envisioned from the outset of the National Strategy
initiative that the true test would be in the laboratories of
experience provided by six Lead Units charged with
responsibility for implementing these efforts at the local
level, in specific prosecutions, and other efforts aimed at
protecting the citizenry and halting the perpetrators of
economic crime. |

The goals of these Lead Units were to: (1) develop their
own ongoing liaison mechanisms with federal, state, and local
agencies; (2) seek tc increase interagency cooperation; and
(3) seek to undertake cooperative enforcement actions. But the
purpose of the Project's Lead Unit initiative was more to
extract lessons as to the feasibility of specific strategies
attempted and learn from the problems thus encountered than it
was to prove that quantifiable results would follow from
specific strategies.

Th; Lead Units were selected to reflect the geographical

- and demographical diversity of the Project units, and

willingness to undertake this effort was perhaps the most
important selection criterion. Thus, the experiences of these
units were not considered to be "representative" of the results
which would follow if the same initiatives were undertaken by
each Project unit. Some units were selected because they had
already demonstrated a considerable degree of effort in working
with federal and state agencies, and it was considered important
to document and analyze this experience in order to extract
ideas as to viable strategies for other jurisdictions. Other
Lead Units were selected because this would be a new effor;, and
thus their experiences would offer insight into the problems to
be encountered in beginning National Strategy initiatives in
other jurisdictions. Three of the six units were in
jurisdictions housing the first of the Economic Crime
Enforcement Units to be established in Uu.s. Attbrneys‘ offices
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under a new Department of Justice initiative. Two of these, and
an additional Lead Unit, were in cities which also served as
regional offices for many of the federal departments and
agencies expected to be important to the National Strategy
initiative.

The Lead Units ultimately selected were in Atlanta, Denver,
Los Angeles, Louisville, Minneapolis, and Philadelphia. These
six units developed a variety of approaches and strategies
tailored to meet local jurisdictions' needs and circumstances.
These units swiftly demonstrated how the National Strategy
Program could be improved through an infusion of the ideas and
efforts of local Unit Chiefs, based upon their own initiatives
and creativity. At least two of the units began their own
"grass roots" National Strategy initiatives, meeting regularly
with federal, state, and other local officials. One was also
central to state Economic Crime Council, which was envisioned
as having potential as a unique vehicle for National Strateies
iniﬁiatives. -

The technical assistance offered by the Project Center to
the Lead Units has been more in the form of support and
encouragement than specific technical advice, onsite assessment,
or planning. The experts on local problems and strategies that
would work in aﬁy specific jurisdictions, the ECP staff
believed, would be the Lead Unit staffs and their local
counterparts from state and federal agencies.

- 3. Encouraging Unlts to Undertake Natlonal Strategy
Inltlatlves ‘

At the outset, a strategy was devised by Project staff to
pass on to the units the lessons and benefits of the National
Strategy initiative. As'National Strategy initiatives and
strategies were developed, they were to be passed on to ECP
Units through the Project's Program Division.: For example, at
the quarterly Unlt Chiefs' meetings, presentations and workshops
were conducted on the Natlonal Strategy 1ssues, partlcularly in
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the area of preservation of the integrity of government
programs. The six Lead Units described earlier were seen as key
to this process, as were the ECP Task Fore¢es, A

The Task Forces proved to be effective vehicles for
translating National Strategy initiatives into local action.
They focused efforts on national priority areas and worked to
find ways to enhance federal, state, and local cooperation.
They also provided assistance and models to other units in
implementing National Strategy initiatives. Further, the
Project encouraged representatives of state and federal agencies

interested in the subject matter to become associate members of
the Task Forces.

4. The Second National Strategy Conference
National Strateqy efforts in the first nine months
culminated in the Second National Strategy Conference, held at

the Washingtn, D. C. headquarters of the Federal Bureau of
Investigation in July, 1979.

The role of this conference in
refining the goals and objectives of the National Strategy
initiative has been described in Chapter One. The conference is
described in detail in a report submitted by Battelle to NDAA
and LEAA earlier,}?

The 36 officials attending this conference represented a
broad range of federal, state, and local officials. On the
federal level the agencies represented several branches of the
Criminal Division of the Department of Justice, the USDJ
Antitrust Division, a United States Attorney's Office, the
Department of Agriculture, the Department of Housing and Urban
Development, the Federal Bureau of Investigation, the Postal

- Inspection Service, the Secret Service and the Law Enforcement

Assistance Administration, as well as counsel to the
Subcommittee on Crime of the U.S. House of Representatives'
Committee on the Judiciary. An attorney general and the
then-Executlve Director of the National Association of
Attorneys General attended as did a Unit Chief, the Executive
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Director of the Police Foundation, and an expert on criminal
justice system organization then with the American Bar
Association.

Following introductory remarks by officials from NDAA, the
Criminal Division of the U.S. Department of Justice, and the
Federal Bureau of Investigation, representatives from each of
the Federal agencies briefly described their agencies' roles in
the National Strategy initiatives. Further information was
provided by staff of the Project and Battelle. The afternoon
was devoted to planning future efforts in this area. It was
determined that, while planning efforts should continue, the
time had come to translate the initiative into specific
operational programs.

5. Subsequent Efforts it

After the Second National Strategy Conference, Project
staff refocused its efforts in the direction of deVeloping
specific programs and initiatives with a narrower range of
federal and state‘agenéﬁes and working through the Lead Units
in'implementing the National Strategy initiative on the local
level. This process was begun toward the end of the fifth
grant period and was completed shortly after the start of the
sixth grant period.

The Program Componenf became more active
in the National Strategy effort as the planning function
taperéd off and implementation efforts were stepped up.
effort was devoted to establishing initial contact with
additional federal agencies, although the Project continued to
respond to approaches made by such agencies.

Less

‘The Lead Units took a more active and direct role in the
overall National Strétegy effort. The Unit Chiefs began to
meet regularly in breakfast hours at the ©Unit Chiefs'
Conferences to exchange information and plan new initiatives.

/" They constituted themselves a Task Force, although there were

no Project funds available to coVer the travel or other costs
associated with such an effort. They met with federal
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officials in Washington, D. C. for two days in early 1980 to
establish contact on a more personal level, discuss problems
encountered to date, and explore avenues of mutual
collaboration -on the local level, Subsequently they agreed to
serve as liaison between the specified federal agencies and the
ECP units. The number of Lead Units was expanded to 12, and
each of the original Lead Units agreed to assist one of the new
ones.

The Lead Unit Chiefs also began to serve as chairpersons
for regional National Strategy workshops held at the Unit
Chiefs' Conferences at Atlanta in February, 1980, znd Boston in
June, 1980. Each unit was assigned to a workshop on a -
geographic basis. The purposes of these workshops were to
encourage and assist the units to undertake Nation:l Strategy
initiatives, .compare notes on problems encountered and results
obtained in working with other agencies, and to plan
regional-level National Strategy efforts.

B. Federal Level Initiatives
This section describes the results of specific National
Strategy initiatives involving several federal agencies. As
noted above, Project efforts in the sixth grant period were
devoted to consolidating gains made in the fifth grant period
and translating these into practical measures to assist units
on the local level. Thus, in order to provide a comprehensive
picture of the status of the National Strategy initiative at
the end of the sixth grant period, this section will summarize
activities in both periods.

As one measure of the continued
growth of National Stratégy efforts, the Battelle report on the
fifth grant pericd contained sections describing efforts with
eight federal agencies, while this report describes activities
with 15 federal agencies and four national-level 0fganizations.
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1. Executive Working Group

Perhaps the National Strategy initiative with the greatest
long-range potential is the Project role in the recently-formed
Executive Working Group for Federal-State-Local Prosecutorial
Relations. This Working Group arose out of efforts under an
interagency Memorandum of Understanding (MOU) signed between
the Criminal Division of the U.S. Department of Justice and
LEAA on July 31, 1979. The MOU established a committee of
three officials from each agency to share ideas on how to
improve federal, state, and local law enforcement in such areas
as white-collar crime, organized crime, and arson. The
Criminal Division agreed to review and comment on LEAA grant
applications in these areas and to conduct training sessions
One of the first efforts to
be undertaken was to study the possibility of establishing a

for state and local prosecutors.

federal-state-local working group in these areas.

The composition and role of such a working group was one of
the topics of discussion at the Second National Strategy
Conference, mentioned earlier. Following meetings between
NDAA, NAAG, and the U.S. Department of Justice, the formation
of the Executive Working Group for Federal-State-Local
Prosecutorial Relations was announced on December 7, 1979, at a
formal ceremony at which the by-laws were signed by Attorney
General Benjamin R. Civiletti, NDAA President Robert W.
Johnson, ‘and NAAG President J. D. MacFarlane. The Group
consists of six voting members from each 6rganization. staff
suppott is provided by the Department of Justice. Project
staff serve as NDAA staff to this Working Group.

One of the primary functions of this group is to support

the 42 Federal-State-Local Law Enforcement Committees already

established and enccurage the formation of new ones. It is
also deVeloping exchanges of information in such areas as
enforcement resources, differing approaches to enforcement,
legislative proposals, training and federal financial

assistance, and also identifying areas in which additional law
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enfésgement data will be exchanged. The by-laws state that the
Executive Working Group is designed to open discussion and
encourage the free exchange of information; they specify that
it is not to be used as an advisory body for or provide any
advice or recommendations to federal, state, or local
governments.

The Executive Working Group is composed of six standing
committees, These committees will examine issues related to
concurrent jurisdiction, legislation, training,
Federal-State-Local Law Enforcement Committees, law enforcement
assistance programs, and data collection.

From the inception of this group, Project staff have served
as liaison and staff support for NDAA and the Working Group,
participating actively at its meetings. As one example of the
fruits of these efforts, the Working Group published a training
agenda listing the courses to be offered by the U.S. Department
of Justice, National College of District Attorneys and NDAA
over the coming year. The Project circulated this list to
units.together with a memorandum encouraging them to
participate in these courses.

The third National Strategy conference, described in a
later section of this report, was held in conjunction with the
July, 1980, meeting of the Executive Working Group so that
members of the latter could contribute to both meetings. One
of the topics raised at the National Strategy conference was
how to continue the National Strategy initiative in the event
of the termination of LEAA funding for the Project. The
Working Group and the U.S. Department of Justiée officials have
been actively exploring approaches to maintaining liaison with
local economic crime units and maintaining the momentum of the
National Strategy initiative, but as of the writing of this
report no concrete plans have emerged.
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2. Criminal Division, U.S. Department of Justice

The Project staff have been working closely with officials
of the Criminal Division of the U.S. Department of Justice
since the inception of the National Strategy initiative. It
has been involved in planning efforts with the Criminal
Division, and has been active in the work of the Executive
Working Group mentioned earlier. -

In February, 1979, then-Attorney General Griffin B. Bell
issued an order creating an Office of Economic Crime
Enforcement within the Criminal Division of the Department of
Justice. Project staff have worked closely with Mr. Don
Foster, head of this office, and other Justice Department
officials since it was formed. |

- The goal of this office was to establish Economic Crime
Enforcement Units in approximately 30 U.S. Attorneys' Offices
throughout the country, to combat white-collar crime by
coordinating federal law enforcement efforts. The first‘ofk
these units began operation in Portland, Oregon, on April 1,
1979. Shortly thereafter additional units were established in
Los Angeles; Denver; Columbia, South Carclina; Cleveland;

- Philadelphia; and New Haven, Connecticut. kBy March 1, 1980, a

total of 14 such units were in operation, and by September, 18
had been established. Several of these are in cities with
Project units, including Phoenix, San Francisco, Atlanta,
Boston, Houston, and Dallas. ,

Each unit consists of a Criminal Divisior attorney, an
Economic Crime Enforcement Specialist, and at least three other
experienced Assistant U.S. Attorneys. Their initial tasks were
to gather information on the extent of whité-colla; crime
within their respective regions and to help to eéééblish
investigative and prbsecutorial priorities. During the first
six montﬁé of this program the units attempted to identify
major white-collar crime containment needs as the basis for
setting these priorities. Thus, these units are priority-
oriented, not case-oriented. The Economic Crime Specialists
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are responsible for developing all aspects of economic crime
enforcement, including prevention, detection, investigation,
prosecution, and sentencing enhancement. They employ a
methodical, strategic approach based on research and analysis.

The information which these units have gathered has been
used in the development of national, federal government-wide
priorities which were announced by the Attorney General in
September, 1980.FN The specialist from the Denver ECEU gave
a presentation on these guidelines at. the Denver Unit Chiefs'
conference. These naticnal guidelines are expected to provide
flexibility for the éstablishment of regional guidelines and
priorities, which may well differ from region to region.
Justice Department officials have stressed that the units will
be éctively involved in the development of these regional
guidelines in consultation with other federal, state, and iocal
agencies.

To establish the basis for further cooperation, Lead Unit
chiefs have met with their Economic Crime Enforcement Unit
counterparts in several jurisdictions, In the summer of 1980,
for example, the Economic Crime Enforcement Specialist in
Denver arranged a meeting between herself, the Denver Unit
Chiefs, and regional representatives from Offices of Inspectors
General. However, because the U.S. Attorneys' Offices' units
are so new, because their jurisdictions encompass one or more
states while Lead Units operate at the county level, and
because the problems of interagency coordination within the
federal govefnment are pressing, there have not, to date, been
any major federal-local initiatives in this area.

The Office of Economic Crime Enforcement publishes a
bi-monthly Bulletin on Economic Crime Enforcement which is

circulated to Project units as well. This Bulletin describes
useful techniques in the areas of prevention, detection,
investigation, prosecution, and sentencing, as well as
highlighting significant cases and describing new economic
crime schemes. It also describes changes in federal
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investigative and regqulatory agenc1es, especially those which
are likely to make new investigative and prosecutorlal
resources avaiiable.

3. Antitrust Division, U.S. Department of Justice

The Antitrust Division of the U.S. Department of Justice
began early to work with Project staff and its Antitrust Task
Force, to enhance federai, state,‘and local cooperation. The
Antitrust Division's efforts to this time had been concentrated
on working more closely with state-level governmentk through a
grant program fundlng antitrust 1n1t1at1ves in attorneys'
general offices. 1In response to Progect efforts the Divi s1o.

issued a press release announcing plans to work w1th NDAA to
establish an &ntitrust liaison toc emphasize antitrust :
enforcement on the local level. ‘This press release pointed out
that local prosecutors had recovered substantial sums for their
jurisdictions and observed that they could promote competition
because of their familiarity with the economic enviromment in
their communities. It urged them to advocate competltlve
pollcy on t}e local level urged them to refer matters to. a
state antitrust unit or to Lhe D1v151on if they had

1nsufflc1ent resources to complete an 1nvestlgatlon or

zprosecutlon. Mr, John J. (Jeff) Miles, Jr., Dlvzslon llalson

to local’ prosecutors, pzepared a paper "Suggestions to Local
Prosecutors on Evtabllshlng an Antitrust Enforcement Program
which was c1rculated to the Pro:ect units. This paper is
reported by Progect staff to have beenkof substantial use to
the Unit Chiefs. | : '

To date, efforts w1th the Antitrust Division have been
llmlted to 1ialson and coordination. There has not been

'suff1c1ent mutuallty of 1nterest dlscovered between federal

state,”and local prosecutors to prov1de the basis for more
exten31ve cooperac1on, for example, on spec1f1c cases.
The Antitrust Task’ Force has taken respon51b111ty for

cooperatlon between the Antltrust D1v151on and the Project.
; ‘ : o

b

46

reres

For example, the Antitrust Task Force meeting held in San
Francisco in Jung, 1979, was attended by representatives from
the Antitrust Division, two offices of state attorney general
and a regional association of such offices. The model of
federal, state, and local cooperation developed by this Task
Force proved to be the prototype for the "associate member"
concept later adopted by the Project for all the Task Forces.

4. Land and Natural Resources Division, U.S. Department of
Justice

In October, 1980, Project staff met with the Land and
Natural Resources Division of the U.S. Department of Justice.
In a subsequent letter which Project staff sent to the Units,
this Division designated a liaison and provided a description of
several of the sections whose work might be of interest to the
units. These descriptions outlined priority areas of concern
and capsulized recent cases handled by these sections. The
Policy, Legislation, and Special Litigation Section, for
example, has assisted state and local gcvernments by filing
amicus briefs on these governments' authority to implement
environmental and energy conservation programs such as beverage
container recycling laws, regulation of highway billboards, and
restrictions on the development of wetlands. The Hazardous
Waste Section works closely with the Environmental Protection
Agency's (EPA) Hazardous Waste Task Force. While its docket is
civil, it is anticipated this section will handle criminal cases
in cooperation with the Criminal Division of the U.S. Department
of Justice, many of which involve state and local as well as
federal interests. The Environmental Enforcement Section brings
cases (mainly civil) to enforce such EPA regulations as the
Clean Water Act, the Clean Air Act, and pesticide statutes.

There is frequently concurrent state jurisdiction under these
statutes. *
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 Relief programs.

5. U.S. Departmeat of Agriculture

Following Project staff meetings with the Inspector General
of the U.S. Department of Agriculture (USDA) that office
designated Mr. Thomas J. Burke, Director of the Marketing and
Consumer Programs Division (Investigations), as liaison to the
Project. One of the first efforts was to circulate to the units
a flyer describing the USDA programs most subject to fraud and
abuse.

These include the Food Stamp Program; the separate Food
Stamp Program for Children; the Farmers Home Administration
Program; the Grain Standards Act Program; the Agriculture
Marketing Act Program; Agricultural Conservation Programs;
Federal Poultry and Meat Inspection Programs; and Disaster
Thisvsheét lists the most common forms of
fraud and abuse éncountered in each program.

The USDA also provided the units with the first in an
anticipated series of Fraud Alert Bulletins. This 17-page
detailed bulletin examines schemes and methods used to défraud
the Food Stamp Program.

The USDA will send copies of future
Fraud Alert Bulletins to Project units as they become available.

To foster cooperation with Project units, the USDA provided
unlts with a list of the names and phone numbers of regional and
local contacts for the Office of Inspector
General_Investlgatlons, and gave these,offlcials a-directory cof
Project units. .1t sought the input of local prosecutors into
the rule-making‘process cdhcerning funding of food stamp
1nvestlgattons and prosacutions.

"The Department's prlorltles for antlfraud enforcement
1nclude the Food Stamp program, the Supplemental Summer Feeding
program whlch prov1des lunches for. school—age children when
school is not in se551on, and the meat 1nspect10n programs.

Lead Unit chlefs met w1th the Inspector General and members

of his staff in Washlngton, D. C. in early 1980. This offlce

~indicated its w1111ngness to send loczal-~- 1eve1 off1c1als toits

national training program. at Glencoe, and to its short tralnlng
program. It was noted that the USDA provides 75% federal,

>

7
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reimbursement to states for fraud investigations; “presumably
local prosecutors could bill the states for the portion of this
reimbursementkattributable to their efforts. The Department is
exploring legislation to permit state and local governments to
retain 50% of the funds recovered through fraud investigation
and prosecution.

The Inspector General stated that the USDA attempts to
obtain an indication of the local U.S. Attorney's interests in
a case early in the process, and if the U.S. Attorney for any
reason does not elect to proceed, to meet with local
prosecutors and tailor the investigation to meet the needs of.
local prosecution. The Department is anxious to prosecute its
cases, and seeks to work with local prosecutors just as it has
traditionally done with federal prosecutors..

These cooperative efforts have borne fruit on the local
level, especially during the sixth grant period. 1In
particular, Lead Units have undertaken initiatives in
cooperation with their counterparts in regional offices of the
Inspector General. The Denver unit, for example, organized an
interagency meeting on fraudulent freezer beef sales attended
by a representative from the Department of Agriculture.
Subsequently, the Inspector General's office was able to
develop such a case and secure an indictment in Wydming against
a Colorado company. The Denver unit assisﬁed in locating
Colorado complainants, and the Inspector General's office
provided information on other Colorado companies which might be

engaging in similar activities, Similarly, the Philadelphia

‘unit worked with the regional office of the Inspector General

on a food stamp fraud case.

A cooperative effort between the Department's Atlanta
office, local police, and the Clayvton County prosecutor
resulted in an arrest for the illegal purchase of over $1,000
in food stamps. This was reported in a USDA press release to
be the first such prosecutlon under Georgla rather than federal

law, If successful it was seen as only the beglnnlng of a

49

o




o]
£l 3

AR

SR, oy S

combined effort by federal, state, and local authorities to
curb the trafficking in food stamps.

v 6. The U.S. Department of Housing and Urban Development

‘The U.S. Department of Housing and Urban Development (HUD)
designated Paul S. Adams, Assistant Inspector General for
Investigations, and Robert E. Hudak, Acting Assistant Inspector
General for Fraud Control and Management Operations, as liaison
to the Economic Crime Project.

A July, 1979, letter of support to the Project from the

Inspector General of HUD, hlghllghted the 1mp0rtance of-

antifraud measures, in light of the President's declared policy
of encouraging maximum efforts in this area, and announced an
effort to”poll his field offices to glean their opinions and
suggestions’as to how federal-local cooperation might be
enhanced in this effort. The results of this poll were used to
identify specific areas forkﬁuturerHUDfECP cooperation, and
were also provided to the U.S. Department of Justice to use in
the establishment of federal-level white-collar crime
pé@brities, as discussed in the earlier section on the Criminal
D1v1s1on of the. Department of Justice.

The Pro:ect and HUD also explored cooperation in: the

tralnlng of 1nvest1gat1ve aditors. Although there are many

maudltors avallable, few are trained in the highly complex and

technlcal skills requlred for. 1nvestlgat1ve auditing. Training
is expens1ve,'and two to flve years of experience are required
before such an auditor is equipped to conduct a complex fraud

investigation. Such training remains a high HUD:priority,

- although no specific results have yet emerged from this

111t1at1ve“

- An October 1, 1979, Pr03ect memo to. the ECP. units

descrlblng liaison efforts with HUD to date, 1dent1f1ed
‘ community development block grants and 1nterstate land sales as

areas of spec1al HUD concern. .This memo urged local

prosecutors to report the names of persons convicted of crlmes

T
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involving fraud or business opportunity schemes to HUD to
determine whether these people should be barred from the list
of those eligible to provide services and supplies to
HUD-related projects. A list of HUD Inspector General Regional
Offices and local Duty Stations was attached, and ECP units
were encouraged to call their local HUD counterparts.

The ECP staff in Chicago also met with the KUD Regional
Inspector General for Investigations in Chicago to establish
contact on a regional level.

The HUD Inspector's General office has also begqun to issue
a series of Fraud Information Bulletins. The first of these,
on Section 8 (Housing Assistance Payment Programs) frauds, has
been sent to the ECP units.
scope of the program and describes with pertinent examples
typical fraud and scheme indicators. These include tenant
misrepresentation of eligibility, misrepresentation by Section
8 project administrators, false billing, tenant overcharging,
collusion and bribery. As of the end of September, 1980, the
date of the most recent Inspector General's report to Congress,
the only additional Bulletin to be issued concerned standards

4

of conduct for federal employees. This was not distributed to
the units., : ' |
On February 25, 1979, the Assistant Inspector General for

Investigations issued’a memo to regional offices regardlng

alternative actions and use of local prosecutions with respect

tp HUD 1nvestlgatlons. This memo specifies that if the U.S.
Attorney declines prosecution or if no federal offense is
found, the investigator is required to consider the likelihood
of local prosecution. In particular, the offices were
encouraged to contact local Project units , a list of which was
‘attached. o o -

The lack of HUD staff makes 1t dlfflcult to reallze the
full potent1a1 of local prosecutor poss1ble 1nterest in these
The Mlnneapolls office observed, for example, that the

nearest HUD office is in Chlcago and that the one agent there

cases.
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‘the sale of gas.v

has revponelbxllty for five states. kThe HUD emphasis has also
been on matters with national or regional 31gnlflcance, which
precludes many of the types of matters encountered on the local
level There has also beeh a de-emphasis on recipient fraud,
since a high proportlon of these have been declined by local
U.S. Attorneys. Fraudulent interstate land sales have posed
particular problems,ksince,the law is perceived to lack
"teeth," there are no adequate provisions for administrative
enforcement, and U.S. Attorneys frequently decline these cases.
HUD investigators are prepared to assemble complete
1nvestlgat1ve "packages," so that local units need do little
more than to evaluate the package and determine whether to file
a complaint. The staff has partlcular expertise in mortgage
and financial analysis. Decisions to commit resources are now

made at the regional level, rather than locally or in

‘Washington.

7. The U S. Department of Energy

After the Project provided materials on the Natlonal

'Strategy initiative to persons attending the_Inspectors General

Conference in Charlottesville, Virginia, on March 16-18, 1979,
the Department of Energy contacted the ECP to see what areas of
‘At a Eollow-up visit to that Office,
William L. DeSonia was designated as liaison to the ECP. An

cooperation'might exist.
exchange of lists of field offices has taken place. There has
been no further natlonal -level effort with this offlce to date.

Due to the energy crlsls a 51gn1f1cant potentlal exists ‘in

" the energy area for ]Olnt efforts to combat crimes 1nvolv1ng

contamlnated 01l, lmproper octane, tle-lns for the purchase of
gas, excessive prices and fraudulent gas saving dev1ces. The
Sacramento unit, for example, developed several energy-related
cases. Several 1nvolved gas-savxng dev1ce mlsrepresentatlons,
while others 1nvolved car wash dealers tylng car washes into
This unit has negotxated a settlement with a

major 01l company alleged to be dlstrlbutlng contdmlnated oil,
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disputes.

and proceeded against a Salt Lake City operator of a gas
station chain for selling gas with lower octane than the posted
rating.

With the rise in the price of gasoline and the increasing
public concern for saving energy, a host of so-called "gas-
saving” or "energy-saving" devices have come on the market.
This gave rise to the Depértmentkof Energy grant to the Denver

unit, discussed earlier, for operation of the energy-saving
devices clearinghouse.

8. U.S. Department of Health and Human Services
Project staff has also met with the Office of Inspector
General of the Department of Health and Human Services, The

Director 'of the H.H.S. Division of State Medicaid Fraud Control
is currently the liaison to the Project.

Further efforts to
date have been limited, in paft because of reorganization and
turnover within the Departmenf. The need for further efforts
are seen in the area of Medicaid fraud. Federal cooperation in
such areas as Medicaid fraud enforcement had previously been
with state~level offices rather than with local prosecutoré.

9. U.S. Department of Transportation

Project staff have been working with the U.S. Department of
Transp0ftation (DOT) and the National Highway Traffic Safety
Administration. (NHTSA) since the early days of the National
Strategy initiative. Project staff and units assisted DOT in a
study on the extent of auto repair fraud._‘The'Project and its

Auto Repair Task Force worked w;th the National Highway Traffic

and Safety Administration (NHTSA) and DOT in implementing
“Auto—cap" programs developed with the cooperatlon of the

National Auto Dealers Association. Under this program loc al

‘dealers' representatives were'to work ‘in conjunction with a

local @c¢nomic Crime Unit to mediate customer auto service
‘One such pilot program had been operatlng

“successfully for almost two years 1n Westchester County, New
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York, and this project has served as a model for similar

‘programs underway in Denver and other jurisdictions.
During the sixth grant period, Project staff met with the

DOT Office of Inspector General. Project staff then provided

units with copies of the Inspector General's most recent

semi-annual report to Congress and a list of contacts in each

of this agency's regional offices. The accompanying memo
described the agency's‘national "hotline" for reporting

suspected fraud, abuse, or mismanagement.

10. The Federal Trade Commission

The Business Opportunlty Fraud Task Force and its Denver
clearinghouse have been working closely with the Federal Trade
Commission (FTC) because of their shared interest in attacking
franchise sales frauds.

The FTC recently promulgated
regulations requiring disclose of key information in promoting
franchise and ousiness oppo:tunity‘ventures (16 CFR 436.1 et.
seq.). Clearinghouse staff offered comments and suggestions on
the proposed;rules and solioited the_input,of the other ECP
units. These regulations have been the subject of several Unit

Chief meeting presentations and Task Force discussions. At the

Task Force's June, 1980 meeting in Boston, FTC staff discussed ‘

plans for enforcement of these regulations and distributed a
confidential draft memo outlining proposed polioies and
sﬁrategies.‘ The clearinghouse had been vigorous in checking
with'potentiall& fraudulent business opportunity entrepreneurs
to determine whether they have filed the appropriate FTC

'disclosuré statement--so much so that FTC officials have.

described the Deﬁver‘unit as its "first line of enforcement" of

these regulatlons. ’ , .~ :

In 1979 “the FTC launched a clearlnghouse effort to serve
‘the 1nvestlgat1ve and prosecutlve,needs of law enforcement
officials involved in white-coliar crime‘investigation} The

Project's clearinghouse proVidéd assistance in this effort,,andf

aJ
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since that time has been providing information freely to the
FTC with respect to specific business opportunity schemes.

During the sixth grant period, the cooperation thus
established has led to joint initiatives with the FTC in other
areas as well. For example, project staff solicited units'
comments tegarding proposed FTC rulemaking proceeding on auto
warranty repairs. The FTC was also involved in the energy
the Denver Unit Chiefs' meeting.
Staff of the FTC Energy Rules and Energy Litigation programs
gave a presentation on interagency cooperation in the

savings devices session of

21

monitoring of advertisements claiming energy csavings.

11. The Commodity Futures Trading Commission

Towards the close of the fifth grant period, the Commodity

Futures Trading Commission (CFTC) embarked on a national

campaign to warn the public about commodity futures swindlers.
The CFTC has established two national WATS lines to receive
complaints ‘and provide the public information as to whether
dealers are registered. Project staff met with the CFTC to
discuss: this campaign, and the CFTC agreed to contact other law
enforcement agencies, including Project units, to explain how
the commodity futures industry operates and to seek state and
local enforcement assistance in closing down fraudulent

operations. These developments were described in a Project

memo to units, which also contained newspaper articles

A later
Project memo provided units with a list of contacts in the CFTC

providing“background info:mation on the problem.

Division of Enforcement's‘regional offices, a CFTC information
sheet, and a sanple CFTC letter to complainants. This letter
spe01f1cally lists local economic crime units among the agncies

m'

to whlch a complalnant mlght wish to turn.

12. The Federal Bureau of Investigation

The Federal Bureau of Investlgatlon has been helpful on the

nat10nal level in ass;stlng to promote tha Natlonal Straegy
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initiative. 1Its training courses have been excellent and the
Bureau has made these freely available to unit staff despite
increasingly severe budget restrictions. The Bureau has opened
its week-long computer crimes course to NDAA units for the past
three years, the most recent session being he;élin July, 1980.
The Bureau has been actively involved in planning the Second
and Third National Strategy Conferences, in July of 1979 and
1980, and provided the facilities for both of them, The Bureau
has also been active with the Executive Working Group discussed
earlier, which has also involved Project staff.

The Bureau has also provided training for unit staff and

other law enforcement and prosecutorial agencies on the local

and regional level, sometimes asking units to host such
programs and sometimes asking unit staff to prov1de lectures.

The Bureau has also been able to prov1de 10Lal units with
ass1stance in 1nd1v1dual cases, for example, by locatlng
witnesses or obtaining information from a distant
jurisdiction. This -has been a "two-way street"”; in at least
one instance a local unit has been able to obtain information
for the Bureau from a Project unit in another jurisdiction.
The Bureau regularly provides handwriting analysis and other
laboratory assistance from Washington, although delays may be
encountered. t o |

Units have faced some problems in matters arising out of
FBI investigations. First of all, the Bureau is an,arﬁ of the
U.s. Depattment of Justice and must first respond to the
Department's priorities. Thus, when the U.S. Attorney's Office
declines‘a case‘or it becomes clear that no federal offense is
involved,ospecial %e:mission‘must be obtained if the agents are
to be further involved. And, as was explalned to Lead Unlt

\Chlefs in their Washington meeting with Bureau representatlves,
"policies restrict agents from other jurisdictions or other law

enforcement agencies from being informed of pending
lnvestlgatlons. Permlss1on must be obtained from the U.S.
Attorney's Office before agents can dlSCUSS these matters w1th

56

local officials. Thus, units may obtain better results by
working through their local U.S. Attorneys in obtaining Bureau
cooperation in these cases. Logistical problems exist with
joint investigations. The Bureau must retain control, and
there can be only one investigative report, on Bureau forms.

These have not, by any means, proved to be insurmountable
barriers to ccoperation. Several units have reported examples
of close FBI cooperation on cases. The Atlanta Lead Unit chief
meets with his local Bureau?representative once a month on a
personal basis for lunch. He reports a number of successful
joint investigations (including a joint public corruption
investigation), total sharing of information, and a quick
turnaround time on requests for information. The Minneapolis
and Louisville unit chiefs also meet reqularly on an informal
basis with the Bureau's local office. Aside from cocperation
and information exchange, in Louisville this rezulted in a
successful joint public corruption investigatioh. The
Philadelphia Lead Unit has agreed to the FBI's request for the
urit to prosecute bank embezzlements involving less than
$10,000, cases that had been "falling between the cracks"
because of declinations by the U.S. Attorney's Office.
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As has been described earlier in this Chapter, prosecutors

report excellent working relationships with the Postal
Inspection Service.

The U.S. Postal Inspection Service

Many units reported virtually complete
investigations of matters brought to their offices, reflecting
a high level of skill and training.

Liaison between the Service and the Project was established
early in the National Strategy initiative and the Postal
Service renewed its 1973 commitment to work closely with
Project units. Priority areas of mutual interest and concern
include automobile and major appliance repair fraud,
merchandising swindles, fraud in health and welfare programs
(including medical and accident frauds), offenses arising from
the energy crisis, and housing and land sale frauds. s

.~ Aside from general investigative assistance, local units
have been able to obtain specific technical assistance. In one
case the Service's computers were made available to organize
and analeé a large data base in the course of an
investigation. A variety of crime laboratories are available
(€.9., handWriting,,fingerprints? with local Postal Inspection
Service approval; although the facilities are more limited than
those of the FBI. The Service, of course, can also obtain
mail-stops in cases of suspected fraud.

14. The Internal Revenue Service

Cooperation between the Lead Units and the Internal Revenue
Servicé (IRS) has increased substantially in the sixth grant
period, following the lead of the Philadelphia unit in
providing the IRS with information on potential tax violators
where the unit has not been able to develop a criminal case.
Several units now do this.

The IRS is limited in its ability
to reciprocate because of strictures on the disclosure of tax
return fﬁformation, but units reportkthat local iRS offices can-
provide helpful background‘information and suggest avenues for
further investigation. The Minneapclis unit chief meets with
local IRS staff inﬁormally‘about once a month. |
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The IRS hosted the April, 1980, meeting of the Minnesota
Interagency Economic Crime Group formed by the Minneapolis

unit, and explained its procedures. Because of problems of

dual jurisdiction, the IRS accepts criminal investigations only
when there is no conviction by another jurisdiction, but
referral to the IRS should not hinge only on prosecution

potential. The IRS is receptive to all information on possible

tax deficiencies and can pursue civil and administrative

remedies as well as prosecution. When another agency finds

individuals with large, unexplained sums of money, the IRS can
begin a civil tax determination for "terminating the tax
year." But the IRS would not necessarily undertake a case
involving a crime where a return is not yet due. 1In a
discussion on the success rate of prosecutions involving net
worth computations of income, it was observed that one of the
problems encountered is establishing a correct base year
figure. IRS regional offices may be able to offer some
guidance on this.

The IRS has also been active in offering Project units and
other local law enforcement agencies training in investigative
accounting. Several units have responded to IRS requests to
host local seminars or to lecture at such seminars.

15. The U.S. Secret Service

The U.S. Secret Service, an arm of the Treasury Department,
has jurisdiction over frauds involving government checks.
Thus, as representatives of the Service pointed out at the
second National Strategy conference, this agency is prepared to
cooperate with and offer practical assistance to local units in
cases invblving government fraud and a range of other matters.
For example, Service laboratories can conduct handwriting
analyses--in one day. in a case cited by the Philadelphia Lead
This unit has entered into a written agreement with the
Service specifying procedures for referral of cases to the

unit. The Service handles the case until an arrest is made,
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then assists the unit in the subsequent development and
prosecution of the case. These are cases which would otherwise

*fall between the cracks" because of federal declination
policies.

C. Initiatives with Natiomal Organizations

The Project has undertaken National Strategy initiatives
with several national-level organizations concerned with
particular aspects of the investigation and prosecution of

economic crime. The Insurance Crime Prevention Instituterhas i

provided advice to the Insurance Task Force and practical
assistance to several units with respect to arson-for-profit.
The National W@%fare Fraud Association has included Project
presentations at its national conferences, and both

organizations have urged their members to cooperate with their
local counterparts.

The National Strategy effort reached out to the National
Orgmnization of Bar Counsel (NOBC) to develop cooperative
white-collar crime enforcement and prosecution arrangements.
The NOBC is a professional association of state bar officials
responsible for the disciplining and disbarment of attorneys.
If one takes a comprehensive view of the range of preventative
measures, sanctions, and deterrent measures which can be
applied in containihg white~collar crime, it becomes more
apparent that lawyer discipline may become an important tool in
the arsenal of available weapons. Further, patternsyof )

cooperation with‘respect to lawyer discipline may offer useful
models for later efforts with respect to other professional
bodies. For example, effective professicnal disciplinary
proée&ures for doctors and other health care service providers
may prove an important part of efforts to combat Medicaid fraud
and abuse. v | R 'v : o S

It had been onlygﬁecnetly that any expertise had developed
in the field of lawyer aisciplinei through the efforts of the
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American Bar Association and NOBC. State bar discipline bodies
deal regularly with cases in which attorneys are accused of
defrauding clients of funds, and actions by lawyers during the
course of complex fraud schemes may raise issues as to the
attorneys' conduct. Yet there has been little or no contact to
date between lawyer disciplinary bodies and federal, state, or
local prosecutors at the time the National Strategy initiative
was begun. ; ' .
Assistance was obtained by units from NOBC members on
specific cases where attorneys were involved in economic
crime. As a result of Project efforts, NOBC passed &
seven-part resolution at its annual meeting in August, 1979,
which outlined specific plans for cooperation with the
Project.D.

D. The Lead Units

As described in the first part of this Chapter, six Lead
Units were selected to serve as laboratories of experience in
testing out specific strategies in the National Strategy
initiatives. These Units were selected to reflect a variety of
approaches in tailoring this national-level effort to the needs
and conditions of their separate jurisdictions, and thus offer
their colleagues in other jurisdictions a cafeteria line of
experience from which they, in turn, could select strategies

for their own jurisdictions.

The evolution of this concept into one involving regional
as well as national efforts, and into a program including 12
Lead Units, is chronicled in the first part of this Chapter as
well. This section describes some of the more important
results of these efforts. k

1. The Atlanta Unit

‘The Atlanta office is the smallest of the Lead Unit
offices, with a staff of one attorney and one
investigator/accountant,~ One of the reasons it ‘was selected
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unit,

was that Atlanta is also the location of the regional offices
of many federal agencies. Because it is in the state capital
and many state agencies bring it cases, for all practical
purposes it is a statewide office.

Virtually all of this office's cases begin by referral,
since the unit is too -small to undertake proactive
investigations. In view of its limited investigative resources,
it relies heavily on the investigative resources of such ‘
agencies as the state securities agency and Medicaid fraud
The Atlanta Police Department's recently-formed
white-collar crime unit is becoming increasingly helpful. The
Lead Unit provided this police unit with a one-week training
course.,

Relations with federal and state agencies are on an
informal basis. Contact has been established mainly through
local professional meetings, phone calls and monthly economic
crime meetings. As an example of the process, the Unit Chief
meets informally for lunch once a month with his FBI
counterpart. He reports that there have been a number of joint
investigations, total sharing of information, and quick
responses to requests for information or assistance.

There have been monthly economic crime meetings for at
least two yéérs, begun at the request of the local bankers'
association. Some 25 to 40 people attend, including
representatives from the FBI, state Medicaid and securities
offices, the Insurance Crime Prevention Institute, and local
police. 'Participants share information and facilitate joint
efforts on cases, referrals, and other cooperative efforts,
Specific task forces are formed for individual cases, an
approach which is reported to have worked well.

As a result of an idea gained through the Project, this
unit has begun to work more closely with the U.S. Internal
Revenue Service. It turns investigative information over. to
the IRS when it appears they may have a potential involvement
because of tax evasion.
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This is a useful remedy when there isf
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insufficient information for the unit to obtain an indictment
or go to trial on other charges. ;

This unit has also recently entered into an agreement with
the Office of Inspector General of the U.S. Department of
Health and Human Services for the joint investigation and
prosecution of a multi-state nursing home chain for possible
Medicaid and Medicare fraud. The Inspector General will
provide federal investigators and pay costs associated with
out-of-state witnesses. 1In a letter to the Project staff the
Unit Chief stated that this agreement was the "result of the
fine work that you have done in opening lines of communication
between local district attorneys and the federal government.”

2. The Denver Unit

The Metrcopolitan Denver unit is a consumer protection
office under the auspices of the prosecutors of the five
counties in the Metropolitan Denver area.

Its role in hosting
the Business Opportunity Fraud and Gas Savings Device
Clearinghouses has been described. These clearinghouses have
served to promote National Strategy efforts by fostering closer
cooperation with the Federal Trade Commission, the U.S.
Department of Energy and the Environmental Protection
Administration. State attorneys general have also become
involved in this effort, many having requested information
from, or provided information to, the clearinghouses.

As has also been mentioned, this office has been active in
providing input to the FTC in the development of its business
opportunity and franchise disclosure regulations. Since that
time the office has been very active in énforcing these
regulations.

Cooperation with the Colorado Attorney General's Office has
increased dramatically since the office became a Lead Unit.
This has included obtaining assistance from the Attorney
General in the investigation of a pyramid scheme, a
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jointly-funded investigation into gas saving devices, and ?
cooperative efforts with respect to.business opportunity frauds.

The unit also assisted in organizing training courses for
local prosecutinn and law enforcement offices. One, on

financial investigative techniques, was taught by IRS staff. It
More recently, the Denver unit,
General,

the Office of the Attorney
and the Colorado Springs unit organized a one~day
training program for Colorado prosecutors.

In January, 1980, the unit sponsored a roundtable on
fraudelent freezer beef sales, to discuss monitoring and

possible joint action. This was attended by representatives

from the U.S. Department of Agriculture Office of the Inspector
General, the FTC,.the Colorado Department of Agriculture, the

Consumer Protection Division of the Colorado Attorney General's
Office, and other concerned officials.

Subsequently, the
‘Office of Inspector General, USDA, was able to develop a case
in Wyoming involving a.Colorado company. The Denver unit
assisted in locating Colorado complainants, and the USDA gave
the unit information on other potential lawbreakers.

This unit has been able to forge a strong relationship with
the counterpart Economic Crime Enforcement Specialist in the
Department of Justice's Denver Economic Crime Enforement Unit.
This specialist, for example, arranged for the unit chief to
meet with representatives of the regional offices of eight
Inspectors General. She also gave a presentation on the
Department of Justice's recently-announced statement of
national priorities in white-collar crime enforcement.

| Regional offices of the Inspector General for the U.S.
Department of Energy have been conducting one~day seminars for
FBI agents and other federal law enforcement agencies to
famlllarlze them Wltx Department of Energy financial assistance
programs and types of fraud which arise in these programs. - The
Denver office invited the Denver unit to attend this session,

aven before the former knew of the grant for the gas saving
devices clearinghouse,

i
ot
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Following up on the securities program at the Boston unit
chiefs' meeting, the District Attorney of Denver met with
regional representatives of the Securities and Exchange
Commission to discuss cooperation and to encourage the SEC to
refer cases to local prosecutors. A similar meeting was held
with the state securities department. The District Attorney
has also been active in encouraging other prosecutors to accept
referral securities cases.

The Denver unit has also been hosting lunches for the
investigators from the five prosecutors' offices which
Guests have included

investigators from the state securities department, the

contribute to this metropolitan unit.

Attorney General's consumer protection unit, the Postal
Inspection Service, and the state motor vehicles department.

3.  The Los Angeles Unit
The Los Angeles unit places special emphasis on consumer

and environmental protection. (A second branch of this office,
Major Frauds, serves as a permanent alternate to the Project
but has not been active in national Strategy initiatives.)
Thus, this unit's focus is civil in nature, though it brings
occasional misdemeanor cases. It handles a number of false
advertising, unfair competition, antitrust, business
opportunity, and weights and measures cases.

working with a number of state agencies.

Thus, it has been

This office has also been exploring means of working with
the Interstate Commerce Commissior on of frauds arising out of
household moves. '

4. The Louisville Unit

When the National'Strétgy initiative was first #nnounced

and explained to the Unit Chiefs at the Tucson Conference in
early 1979, the then—Unit‘Chief became intrigued with the .
concept and began to explore initiatives whkich he could

: implement or strengthen along these lines in his own

jurisdiction.
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One mechanism for such cooperation already existed. The
Louisville region Economic Crime Task Force was organized in
%77 as a Consumer Fraud Task Force, to coordinate efforts,

discuss cases, and review new law in this area. In part
because consumer "momentum" slowed, and'in part because it
would be éasier to work with businesses if the focus of the
efforts was on fraud, the emphasis of the Task Force was
shifted and broadened to developing a coordinated and
concentrated attack on economic crime in Jefferson County,
Kentucky. The current objectives of the Task Force include:
@  Coordination of efforts of various law enforcement and
regulatory agencies working against economic crime.

e Establishment of liaison with various logal, state,
and federal agencies.

° Designation of specific target areas of economic crime
for cooperative efforts.

® Identification of critical policy and operational
issues affecting economic crime enforcement,

® Investigation and case information sharing through
roundtable #iscussions.

e Establishment of local and regional strategies agalnst
economic crime,

o Development of statewide strategy and participgtion in
national strategy programs against economic crimes.

Meetings of the Economic Crime Task Force have been' held on
a quarterly basis and involve representatives of local, state,
and federal law enforcement and regulatory agencies.
Federal-level agencies which participate in this Task Force
include the Federal Bureau of Investigation, U.S. Postal
Inspection Service, the Bureau of Alcohol, Tobacco and Firearms
(U.S. Treasury), and the United States Attorney s Office.
State—level agencies include the Division of Criminal
Investigation of the Kentucky State Pelise and the Division of

Securities, Department of Banking and Securities. On the local

 level the agencies include the Jefferson County Police

66

Department Fraud Squad, Louisville Police Department Fraud
Squad, Jefferson County Jepartment of Consumer Protection,
Louisville Department of Consumer Affairs, and the Office of
the Commonwealth's Attorney.

The meetings have involved formal presentations, but the
‘true value of the Task Force and these meetings, in the view of
several participants, is that they permit the participants to
have "unpressured contact so we can call each other on a
first-name basis later." They also provide an opportunity to
exchange information informally on cases, for example, to
determine whether a collaborative effort would be worthwhile.
Onie example of this arose at the June 14, 1979, meeting. One

~ of the attorneys from the Economic Crime Unit mentioned to a
- Postal Inspector that the Commonwealth's Attorney was beginning

to look into an insurance fraud (workmen's compensation)
matter. They agreed to talk later about collaboration. Among
the matters to be discussed was whether this should be a
federal or a state matter. It’was too early in the case to
determine whether this was a purely local matter or whether the
transaction "crossed the river" into bordering Indiana. Other
factors to be taken into consideration7 according to the Postal
Inspector, were whether the local authorities had sufficient
manpower, whether they were familiar with this type of case,
and whether a stiffer penalty could be obtained in federal or
state court. ‘

The Task Force originally met once a month, but then met
about every three months. There has not been a meeting of this
council in the sixth grant period., These meetihgs have been
hard to schedule at a time convenient to all the participants,
and not all of the formal topics for these m2etings have been
of interest or concern to all the Task Force members. However,
members keep in touch with each other every couple of weeks.

The unit has also been active in training, having hosted a
one-week course offered by the FBI and the then-Unit Chief

having lectured at a course co—sponsored by the Kentucky Bureau

of Taxation and the IRS.
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Like the Atlanta unit, the Louisville unit has begun to
work with the Internal Revenue Service. The local office has
degignated a liaison to the Louisville unit, following IRS and

Postal Inspection Service cooperation with the unit in a case

_involving an attorney indicted on 68 counts of criminal

possession of forged instruments and filing false returns. The
IRS plans to check with the office every month or so, for
information on matters involving large dollar amounts or
long-term schemes. The unit also gets cases from its state
revenue department.

The unit has also develcpéd a case in cooperation with the
U.S. Department of Labor and the IRS involving a welfare and
pension benefits matter. The U.S. Attorney had earlier
declined prosecution.

5. The Minneapolis Unit

The Minneapolis unit, like ®enver, has a major
consumer-protection focus. The anecdotes and information
provided below serve as examples of the kinds of assistance
that can be obtained through interagency cooperation.

An investigator with this office had worked closely with
the FBI and was in constant contact with the Minnesota state
securities agency when he had been on the staff of the
Minneapolis Police Department, and attributes the case
cooperation which the unit has obtained from these agencies to
these prior relationships.

The office has also obtained witness protection services
from the U.S8. Marshal's Office~~which had an unexpected benefit
when they discovered that another witness they were protecting
was observed picking up checks being mailed to a vacant address
as part of a mail fraud scheme. This case was developed with
the Postal Inspectors, and prosecuted on the federal level
because a higher penalty cculd be obtained. ;

The Postal'InsRection‘Service also has provided access to

its computers for data collection and analysis in a complex
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case which had sufficient relevance to the Postal Inspection
Service's mission to justify this assistance.

This unit worked with the state securities department to
develop a real estate fraud case involving the sale of
out~of-state land. Other state and federal agencies and local
police also assisted. A conviction was obtained following a
jury trial.

The staff includes an attorney, formerly the head of the
state bar group responsible for disciplining attorneys. That
body routinely sends the unit information on matters which seem
to involve criminal solicitation. At one not atypical point
the unit had five or six of these cases pending. Similarly,
the unit investigates an average of one attorney a month. At
the close of such an investigation relevant information is
forwarded to the lawyer discipline staff.

The unit has also formed a state interagency working
group. The unit had earlier been involved in a training course
offered by the (Minneapolis-St. Paul) Metropolitan Council
Complex Crime Control Task Force, which offered full-day
training courses involving a range of federal, state, and local
agencies once a month over a nine-month period. When the unit
hosted a Unit Chiefs' Conference it took this cpportunity to
invite state and local officials to offer concurrent training
sessions. At this conference the formation of an Interagency
Economic Crime Group was announced in a press conference
involving the Attorney General, four County Attorneys, and a
representative of the U.S. Attorney's Office.

The group has since met informally once a month. It has no
chairman and participating agencies rotate in hosting the
meetings. Participating federal-level agencies include the
U.S. Attorney's Office, the FBI, the IRS (which hosted a
meeting last spring and gave a presentation), the Inspector
General's Office of the Department of Agriculture, the Postal
Inspection Services, and the Bureau of Alcohol, Tobacco and

Firearms. State agencies include the state police, Attorney
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" General's office, state securities agency, state tax
department, and state welfare department.

The Group seeks to meet informally to establish personal
contact among the agendiés, with the specific objectives. of:

e Sharing intelligence information on current
investigations;

° Coordinating multi-~jurisdictional aspects of complex
investigations and prosecutions;

e Providing a forum to promote decisions concerning what
agency is in the best position to go forward; :

® Sharing knowledge and expertise;

® Reviewing legislation needs; and

° Supporting training efforts.

Each of these meetings has focused on a specific topic.
For example, the Apﬂﬁl meeting, hosted by the IRS, involved a
presentation of its policies and a discussion of practical
The May
meeting, hosted by the Securities Division, involved a
discussion on the custody and disposal of documentary evidence

means of interagency cooperation and case referral.

and a presentation by the Econg@ic Crime Project Director on
the Project's services. The July meeting was hosted by the
Legislative Auditor, the Investigations Division of which deals
with matters of fraud and misconduct. These meetings include a
roundtable discussion on pending cases. ;

This group has not met since August, 1980, when the agency
One of

the problems encountered was that the group had not become

scheduled to host- the meeting failed to follow through,

self~-supporting; the Minneapolis unit ended up as the de facto
chair. Roundtable discussions and information exchange was not
as free as at Project unit chief roundtables on the national
level. One possible reason for this may concern the
composition of the group, which involves investigators and
attorneys. Perhaps because the aétorneys are in touch with

each other mors fregquently than are the investigators, perhaps
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. IRS after a conviction had been obtained.

because of status reasons, the attorneys in the group do more
information sharing ‘than do the investigators. The Minneapolis

unit intends to have its chief investigator convene monthly

meetings of the investigators from the participating agencies,

joined only occasionally by the attorneys. The unit's chief
investigator had organized an interagency law enforcement group
that meets informally for lunch once a month when he was with
the Minneapolis Police Department some years ago.

6. The Philadelphia Unit

The Philadelphia unit has been able to forge effective
working relationships with a number of federal agencies. At
the time of the first Battelle site visit to this‘jurisdicﬁion,
it was reported to be rare for the unit to work investigations
with federal agencies and only occasional interaction was
reported. By the time of the second site visit, relations with
federal agencies were reported to be extremely good and the
unit had entered into written agreements with the IRS and the
Secret Service.

The unit exchanges information and cooperates
with the U.S. Attorney's Office on a regqular basis. When
interviewed in the fall of 1980, the unit had two cases féom
this office pending, and had received six or seven in the last
two months.

This unit pioneered the strategy of referring cases to the
In the sixth grant
period, this has led to broader cooperation. Both the
Intelligence Division and the Internal Security Division of the
IRS (the latter being concerned with bribery of tax officals)
have referred cases to the unit.

The unit also obtains information and technical assistance
(e.g., handwriting analyses) from the Secret Service. The
Service handles the matter to the point of arrest, and the unit
supervises the subsequent deVelopment of the case and
prosecutes it. The advantages are that the caées require only
a minimal expenditure of unit resources and they are cases
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which would not otherwise be prosecuted since they £fall outside
current federal declination guidelines. The unit chief reports
that in the sixth grant period the unit has been getting an
increasing amount of information from the Service as a result

of its handling check fraud cases referréd by the Service.

Personal contact is seen by the unit as the key to
interagency cooperation. Thus, the unit has gone out of its
way to contact federal agencies and, once contact is
established, a unit staff attorney is designated as liaison to
that agency. o A

The unit has developed food scamp cases in cooperation with
the Office of Inspector General, Department of Agriculture. It
has alsce developed a number of welfare fraud cases in
conjunctlon with the U.S. Department of Health and Human
Services. The unit is considering beginning a unit to
inVestigate and prosecute frauds on the part of recipients or
beneficiaries of benefit programs funded with federal, state
and city funds. '

E. The Third National Strategy Conference .
In July, 1980, the Projeat conducted a third National
Strategy conference. In the time since the NDAA conducted a

symposium on the develcpment of a National Strategy at
Battelle's Seattle campus in the summer of 1978, the concept
had grown from an idea to a planning and development
1n1t1at1ve, to an operational program. ’ One year after‘this
symposium the Project sponsored a second National Strategy

conference, hosted by the FBI at its Washington headquarters,

to take stock of efforts to date and to plan the future

'dlrectlon of the initiative. Slmllarly, the third National

Strategy conference was devoted to a review of current efforts
and to the planning of future National Strategy efforts. 1In

the intervening year, ths emphasis of the National Strategy |
,changed from planning and development to implementation, ‘mainly

through the Lead Units and other Project unlts,
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.from the U.S. Department of Justice and the FBI.

. State securities department was representéd.

The third National Strategy conference was again held at
the Washington headquarters of the FBI. Conference
coordination involved Project and Battelle staff and officials
The date,
July 23, 1980, was selected to coincide with a meeting with the
U.S. Department of Justice/NDAA/NAAG Executive Working Group
scheduled for the next two daysﬂ so that attorneys generai and

- local prosecutors attending the Working Group meeting could

contribute to this conference as well. It was also envisioned
that plans or ideas emerging at the National Strategy
conference could be presented for the Working Group's
consideration.

The 47 participants at this conference represented a wide
range of federal, state, and lccal officials. Several parts of
the Criminal Division of the U.S. Department of Justice were
involved, including the Office of Policy and Management
Analysis, the Office of Economic Crime Enforcement, and the
General Litigation Section. The Congressional Affairs Unit and
the White~Collar Crime Secton of the FBI also participated.
Several Offices of Inspector General were present, including
those of HUD, HHS, Agriculture, Energy and the SBA. The
Federal Trade Commission, the Securities and Exchange
Commission, and the Commodity Futures Trading Commission all
sent representatives, as did the Department of Defgnse and the
Postal Inspection Service. One state attorney genefal and
staff from the offices of two attorneys general attended. One

There were three

" elected district attorneys there, and staff from four Project

units.  The NationaIFCollege of District Attorneys sent an
observer. |

‘The first half of the morning session was devoted to topics
related to the "how's" and "why's"™ of strateglc plannlng, to
set the background for the topic—related workshops to follow.
Mr. Mark Richard, a Deputy Assistant Attorney“General in the
Criminal Division of the U.S. Department of Justice, noted that
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, In this context, development of a National Strategy involves ]
NDAA and the Project had long been on the forefront with consideration of the following types of gquestions:
innovative approaches tc developing interagency coordination in
the fight against white-collar crime. The Project served as 4 , =
i ‘ the model for the Department's Office of Economic Crime -

Enforcement, which is headed by a former Project director. Mr.

Richard stressed the important role which the Executive Working

® Where are the cases coming from?

What are the incentives and disincentives to
lnvestigation and prosecution?

LRkt o Sy 5

® What is the prosecutor's response? How can the
Qrosecgtor'encourageﬂthe development of complete
investigative packages bafcre referral? TIs this

Group is expected to play in fostering such coordination. He
mentioned that the Department was about to announce, national
priorities in white-collar crime enforcement¢which would be

prosecutor's office in the best position for overall
containment effectiveness?

N * Mr. Joseph Tompkins, chief policy and planning analyst for

calculated to coordinate limited resources for maximum impact,
and stressed that Project units and other state and local
agencies would be consulted in the effort to develop regional |
guidelines to coordinate with these national priorities.
The Attorney General of Montana, representing NAAG,
mentioned national initiatives that his organization was 5
undertaking. The NAAG has been particularly active in the area ;
of antitrust enforcement, and has been cooperating regularly ‘

the Criminal Division's Office of Policy and Management
Analysis, provided an overview of the planning process used by

o L A 4 Eaack i
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the Department of Justice and the problems encountered. Mr,
James H. Bradner, Jr., the Project's National Strategy
consultant, presented a view of the criminal justice system and

interagency coordination drawn from the experience gained in
implementing the National Strategy. The criminal justice
network depends on an informal "grapevine" process as well as

with NDAA in these efforts. He reported that NAAG had become F p 1 3 1
o - : 4 ormal rules and re i .
increasingly more active on both the national and the local : dibilit th g:latlons Thus, personal contact and
) . _ credibili are the keys t . 1
level in cooperating with local prosecutors. i ) Y e _ ° ?uccess The process of developing
, interagency cooperation is time consuming. It is also arduous,

Mr. Herbert Edelhertz of Battelle listed some of the

. z since one must inject one's own ego into the process.
problems hampering enforcement efforts. These include: % ~ 9 P

Mr. Bert H. Hoff, Co-Principal Investigator of Battelle

ey O I B i

e The diverse range of crimes falling under the rubric
of white-collar crime; . -

'y Jurisdictional issues involving the federal, state,
local, and private sectors;

° Differences in the roles and training of the actors
concerned with enforcement, including investigtors,
accountants, auditors, and lawyers;

° The diverse range of functions encompassed in
enforcement efforts, including investigation,
prosecution, civil litigation, administrative

~ proceedings, and discipline proceedings; and

e  pProblems in the relationship between the resources
’ available--who has them and how are they to be
marshalled and“deployed. ' '
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efforts in connection with this Project and rapporteur for this
and the earlier Natonal Strategy conference, provided an
overview of National Strategy efforts to date. He reiterated
that personal contacts and:demonstrated; practical résults are
instrumental to success. 1In many ways the process was
slowerthan anticipated. Nor could the process be predicted:
hopeful efforts failed to bear fruit, while "targets of
opportunity" yield unanticipated but dramatic results. Mr. Hoff
announced that the Battelle National Cénter on White=Collar
Crime is contemplating publishing an Operational Guide
extracting‘the lessons learned from the NatioﬁaIVStrategy
initiative. | k
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The conference was then divided into three groups. for two

workshop sessions each. The topics of these sessions were:

° Securities and investment fraud; business opportunity
fraud;

® Insurance fraud and arson-for-profit; organized crime;
and

° Government program and procurement fraud; official
corruption.

In these morning sessions participants discussed effcrts to date

and problems encountered. In the afternoon these workshop

groups reconvened to plan future efforts in their respective

areas.

i i S P

The conference clcsed with a plenary session at which the

reporters for the three WOrkshop groups summarized their

deliberations. Mr. Tompkins‘of the Justice Department then

discussed’ that agency's statement of national prlorlties. He
emphasized ‘that these were statements of priorities, not

declination policies. They were designed to assist federal

agencies to reach agreement, for the first time in some
instances, to ensure that cases deVeloped by these agencies will:
get prosecutorial attention. The national priorities were
formulated so as to ensure maximum flexibility in the
development of regional guidelines, the next step,in the

" These will be developed by U.S. Attornﬁys' Office and
| One purpose

process.
regional FBI offices, with state and local input.
of the priorities initiative is to gather information on what
federal agenc1es are d01ng in the. areas encompassed in the
guidelines, for national planning in the future. The guidelines
‘ will be reviewed'regularly, on at least an annual basis. The
Justice Department is concerned about their impact on state and
local enforcement efforts; this will be examined in the review
process. The Executive Worklng Group 1s expected to be an

1mportant 1nfluence in this process.,
The conference concluded w1th a discuss1on ‘of the future of

the National Strategy 1n1t1at1ve, One primary concern was that
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LEAA funding for the NDAA project was slated to expire by the
end of the year. It was recognized that the Project had been an
innovative and effective force in the battle against

white-collar crime.
federal, state, and local officials were talking together-~this

would have been impossible five years ago.

For one thing, a Justice official observed,

The Executive
Working Group was seen as a vital forum for coperation between
It was hoped that this
group could guide a dialogue between all federal law enforcament

federal, state, and local prosecutors.
agencies and their state and local counterparts, to determine
which agency can best perform which enforcement task. However,
prospective termination of LEAA support was seen as weakening
LEAA

funding had provided- the NDAA focal point for the coordination

the local prosecutor link in this enforcement effort,

of local prosecutors' efforts, a function which cannot be
continued without resources. ’

The group discussed a number of options to perpetuate the
concept of local economic crime units and coordinating their
activities, including creation of a position within the
Department of Justice to coordinate these activities, It was
determined to raise this issue at the meeting of the Executive
Working Group the next day.
actively explored a number of approaches, but at the time of the

The Executive Working Group

writing of this report, no solutions had been found.

77

Pttt

b e S vt g o b

R i

%

PO

i



A

e+ e i b s e e s

CHAPTER THREE
THE ECONOMIC CRIME PROJECT REPORTING SYSTEM:
MEASURES OF THE WORK OF THE

ECONOMIC CRIME UNITS

. I. INTRODUCTION AND OVERVIEW

\

This chapter seeks to describe quantitatively the efforts ‘
of the individual Economic Crime Units in investigating and ;
; prosecuting economic crimes. Data for this chapter are derived
E from the Economic Crime Project Reporting System, a data system
' : ; designed and implemented by Battelle with the close cooperation
' : , | K i of the ECP Project Center. It relies on monthly, voluntary

; self-reporting by the individual economic crimemunits.* The
system is described in detail in the second section of this
chapter, and the third section describes the development and
implementation of the systen.

As one would expect with a voluntary, self-reporting
system, the data are incomplete in some respects. Some units .
failed to report for some months, problems exist with some
months' data from other units, and still others reported on a i
delayed basis. 1In order to use data from the maximum number of ?
units, despite reporting délays, and to allow sufficient time
for analysis, data in this report are from the period from "
February, 1979 through June, 1980. Of the 72 units in the
Economic Crime Project when the ECPRS was established, five |
have since withdrawn. Another unit, the Washington, D.C., ° ?,
|
i

United States Attorney's Office, is a federal-level office
differing significantly from the other units. Thus, there are
66 units which could contribute to the ECPRS. The data in this o

. E . i

, ~ |

e ' * Units agree to report data monthly as one of the 1

. . o conditions for participation in the national-level project; {

B : o project affiliation itself is voluntary. Units are not |

i . Te provided funds to cover the costs of this data collection. {

: o i /‘ . L -
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report are based on complete and usable monthly reports from 42 |

(63.6%) of these units for the February, 1979 -~ June, 1980
period. Battelle’s feport on the project's fifth grant period
contains data from the first ten months of this period. This
earlier sample of 45 units is described and compared to the 72
original units in the fourth section of that report, No
significant differences between the two groups were found. On
that basis, we assume that the 42 units in the data base used
for this chapter are similar to the 67 units remaining in the
project. The data from the 42 units have been subjected to
closer analysis, the results of which are presented in
subsequent sections of this chapter. Because the analyses
balow are based on data from this non-random portion of the
Project units' activities, which in turn reflect only a part of
federal and local prosecutors' efforts to contain white-collar
crime, they must be viewed as expleratory rather than '
definitive.

During the sixth grant period Battelle staff devoted con
siderable effort to the redesign of the ECPRS coding 3ystem to
eliminate problems encountered in the'analysis of the first
ten months' data. A new codebook was written, and staff
designed a new system for checking for and correcting internal
inconsistencies. As a result of these efforts, the data
cleaning process required two weeks rather than three months.

During the sixth grant period the Project provided the
units for which complete data were available with individual
print-cuts'describing their handling of ‘investigations and
cases. Units represented at the Denver Unit Chiefs' conference
received print-outs at that time. Battelle staff also gave a
brieflpgesentation on the results of the ECPRS data analysis,
summariéing the contents of the Battelle repért on the
Project's fifth grant period. NDAA staff mailed the print-outs
to units not represented at the conference.

The data supplied to these units summarized investigation
and case handling, broken. out by subject matter .0of the
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investigation or case. The data indicated the number of
investigations opened, the number closed, the source of
referral for investigations referred to the units, the number
of cases filed, case outcomes (acquit/dismiss/drop, felony
conviction, misdemeanor conviction) and sentences imposed
(prisoﬁ, probation, fine or restitutionj. The print-outs were
accompanied by a letter explaining their contents.

The print-outs and presentation at the Denver conference
was followed by a question and answer period in which unit

e e e b e, ,12.:,;._”~__A,.,, SR

chiefs explored possible impact of the ECPRS data in some ;
depth. Several units requested copies of the national level
aggregate data so they could compare their performance to the
overall experience of the Project's units. BRattelle responded :
to this.request in a letter presenting data equivalent to that A
contéined in the individual unit print-outs.

Wﬁen analysis of the data from the full 17-month period was
completed, the Project again distributed individual unit
computer print-outs. These were again‘gccompanied by national %
level aggregate data. : |

E:AJIHM_—N«-,A‘?U»'VA«..-«M".‘__ prvni oyl beglirs: s St TS
e

Project units have continued to submit monthly statistical B
reports, although the possibility that LEAA funding would
expire increased by the fall of 1980. Thus, the units and
Battelle continue to be in a posture of readiness to
reinstitute the system and analyze data submitted after June,
1980 should funds for this become available.

A. Estimating the Impact of the Units
The work of the units can be categorized as involving

handling complaints and inquiries, complaint mediation,
investigations, and civil or criminal litigation. Not all
units engage in each category of activities to the same degree;
some.épecialize in investigations and prosecutions, while

. others devote the bulk of their time and effort to complaint
mediation.
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Projections from.the data from the 42 units have been used
to estimate the overall impact of unit efforts, multiplying the
results by a factor of (68/42 = ) 1.62."° This method of
estimating the overall impact of unit efforts is clearly not as
accurate or as reliable as data from all the units would be.
The approach taken here necessarily assumes that the
non-reporting units have accomplished the same level of effort
as have the reporting units. However, unless there is some
obvious factor which makes the reporting units Significantly
different from the others this method of estimation should
result in a relatively accurate estimafe of overall unit
impact. The estimates below cover the l17-month period from
February 1, 1979 through June 30, 1980. '

Obviously the speculativeness or the reliability of the
overestimate of Project impact based on projections from the
units providing complete data is a function of the degree to
which these 42 units resemble the other units in the Project.
The problem is compounded when one considers that complete
reporting may itself ‘reflect significant differences between
the two groups of units. Does complete reporting indicate that
units have more to report or are better at their job? Or are
the aggressive units. with larger caseloads too busy to devote
the resources to rsporting? No data are’ available to answer
these questions. Nor are data available on the relative
caseloads of the two groups of units. The issue of the
similarity or dissimilarity of these groups was addressed
indirectly in the Battelle report on the project's fifth grant
period. In that report, we compared the 45 units for which data
was then available to the units for which data were not
available. These two groups of units were compared with
respect to those factors thought to be affiliated with unit

*Projectioné;in this section are based on 68‘units,
rather than the 72 original units, to reduce the amount of

possible overestimation involved in the projection procedures.

82

caseloads; attorney and investigative staff size; length of
time the units have been in operation; their scope of
jurisdiction (criminal, or civil as well?); and unit staff
estimates of the proportion of time devoted to complaint
intake, complaint mediations, criminal and civil
investigations; prosecution, and civil litigation. No large,
systematic (as opposed to random) differences were noted with
respect to any of these factors, except that almost twice as
many fully reporting units engaged in civil investigations
(51.1%, compared to 26.1% for the remainder of the units) and
civil cases (48.9%, compared to 26.1% for the non-reporting
units). But civil litigation comprised only 7.4% of the fully
reporting units' 1itigation'caseload. (No data were collected

_to differentiate civil from criminal investigations.)

B. Complaints and Inquiries; Complaint Resolution

Most of the Economic Crime Units handle complaints and
inquiries from the public, either on a walk-in basis or by
referral from other agencies. (This was true of 38 of the 42
units for which we have complete data.) At this stage a unit
may undertake to mediate or otherwise resolve the dispute, or
may begin an investigation. A large number of complaints and
inquiries may be settled at this star:, by referral to a more
appropriate agency‘or by informing the complainant that the
matter is not appropriate for this office. Field interviews
indicate that as many as half the complaints may end this way.
This is not inconsistent with estimates made by other
prosecutorial intake and consumer assistant units.- Referral to
another agency may involve significant coordination and
follow-up effort, or may consist of a receptionist or intake

‘ paralegal advising the complainant to go to the local Legal Aig

Society. Because a large volume of referrals is involved, and
because of the informal nature of many such referrals, it was
decided not to attempt to report the number and nature of
referrals at this stage. Thus, the data on complaints and
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inquiries are more a measure of public awareness and acceptance
of the unit than a solid indicator of unit assistance to
complainants.

More tanglble assistance is offered to complainants by unit
complaint refsolution efforts. Here, a unit may obtain
cancellation of an onerocus contract signed under duress during
a high-pressure sales pitch, or may obtain restitution for the
complainant. The unit may refer the matter to another agency
or may itself launch an investigation.

Table 3.1 provides an estimate of the units' efforts with
regard to inquiries, complaints, and complaint mediation. 1In
the l17-month period encompassed, almost a third of a million
people (319,261) have had contact with the 38 units for which
relatively complete data on complaints and inguiries are
available.* Projections from the 42 fully reporting units
imply that this figure may exceed a half of a million. If
LEAA's support for the Economic Crime Project is considered an
investment in white-collar crime enforcement, seventeen months'
work for the 42 units in just this one aspect of project
operations has returned over almost $5 million; the two-year
LEAA investment in this project was $1,984,958. Prajecting
from this data, the amount recovered by the 68 units may exceed
$7.5 million.

More detailed analysis of the complaint intake and
complaint resolution activities of the 42 units for which
complete data are available is presented in Section V of this
chapter, below.

*Twelve of the 646 possible monthly reports, or_1.9%, were
not submitted. Thus, the flgures in this section constltute
underestimates of unlt activity in this period.
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C. Investigations

If a matter brought to the attention of a unit appears to
involve criminal activity or to warrant a civil action, the
office will begin an investigation. Complaint resolution
activities are frequently a valuable tool for identifying
matters for investigation. Matters are fréquently brought to
the units by local police, a pattern which one would expect to
become increasingly apparent as more and more police
depar;nnnts form white-collar crime units. Matters are also
brouﬂht to the units by federal, state, and local regulatory

and law enforcement agencies. This is discussed in more detail

in the chapter of this report devoted to National Strategy
efforts,; below.
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TABLE 3.1

ECONOMIC CRIME UNIT ACTIVITY WITH REGARD TO INQUIRIES,
COMPLAINTS, AND :COMPLAINT MEDIATIONS
(38 of 42 Units, February, 1979 through June, 1980)

Number Reported
from 42 Units

" for Which Data
Are Available@

Projected Upper
Limit Estimate
for 68 Units from
Data for 42 UnitsbP

Number of

Amount of

Number of Complaints
and Inquiries

Number of Complaint
Resolutions Begun

Restitutions Obtained

Restitution Obtained

319,261 517,203
31,176 50,505

) 5,225 8,465
$7,575,105

$4,675,991

arwelve of the 646 possible monthly reports, or 1.9%, were not

Thus these data constitute underestimates of unit activity iﬂ
this period. ' -2

submitted.

bcéiﬁmn 2 x 68/42 or 1.62. As discussed in the text, the units

from which

units in . several respects, based on cvomparisons of data from the first

ten months
must still

data are complete are asswumed to be similar to the remaining

from reporting and non-reporting units, but this projection
be viewed as only an estimate of unit activities.

s
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An investigation may result in the filing of a criminal or
civil case. But a unit may decline to prosecute a case, yet
still obtain relief for those victimized by the target(s) of
the investigation. This may consist of restitution or some
otheﬁ form of remedial relief such as cancellation of an
onerous contract or an agreement by the target(s) tc halt the
offending conduct-~the informal equivalent ¢f a
cease~and~desist order. In other instances, the matter is
referred to another law enforcement or regqulatory agency for
further action. _

The number of investigations begun, the number closed, and
the outcomes of these investigations are shown in Table
3.2.* The column on the far right represents an upper-bound
estimate of the scope of the units' investigative activities.

The number of voluntary or court-ordered restitutions
obtained in connection with case dispositions (described below)
is large. The 42 units for which relatively complete data are
available obtained just over $2.5 million in restitution.
Again, projecting from these data, the amount recovered by all
the units may have totalled as much as $4 million.

More detailed analysis of the investigative activities of
the 42 units may be found in Section VI, below.

D. Cases

Table 3.3 provides an estimate of the impact of the units'

prosecutorial and civil litigation efforts.” The 42 units

obtained 1,998 convictions, more than half of which (1,132, or
56.6%) were at the felony level. Of these, 725 resulted in
incarceration. < These units obtained $12.9 million in

*Nine of the 646 possibleymonthly reports on investigations

and cases, or 1.4%, were not submitted. Thus, the figures in

- this section constitute underestimates of unit activity in this

period.
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TABLE 3.2

ECONOMIC CRIME UNITjINVESTIGATIONS
(42 Units, February, 1979 through June, 1980)

Projected Upper

Limit Estimate foi1}
68 Units from Dat:?!
for 42 Unitsb i f

Number Reported
from 42 Units
for Which Data
Are Complete@
Number of ,
Investigations Opened 14,586
' Number of
Investigations Closed 9,950
Number of Referrals to
Other Agencies ‘ 867
Number of ;
Restitutions Obtained 890
Amount of
Restitution Obtained $2,552,126
Number of Othet ,
Remedial Actions Obtained 324
Number of Cases
Filed Following Investigation 4,257
Felony 2,689
Misdemeanor 1,134
Civil 363
Type not specified 71

23,629
16,119
1,405
1,442
$4,134,444
525

6,896
6,896
4,359

588
115

|
i

ey
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arwelve of the 646 possible monthly reports, or 1.9%, Were‘ngt. ht |
- submitted. Thus these data constitute underestimates of unit activity ig

this period.

bcolumn 2 x 68/42 or 1.62. As discussed in the text, the units :
from which data are complete are assumed to be similar to the remaining §
units in several respects, based on comparisons of data from the first
ten months from reporting and non-reporting units, but this projection

must still be viewed as only an estimate of unit activities.
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TABLE 3.3

ECONOMIC‘CRIME UNIT ACTIVITY WITH REGARD
TO PROSECUTION AND CIVIL LITIGATION
(February, 1979 through June, 1980)

Number Reported Projected Upper
from 42 Units Limit Estimate for
for Which Data 68 Units from Data
Are Complete?@ for 42 Unitsbk
Number of
Cases Filed 5,213 8,445
Felony 3,626 5,874
Misdemeanor 987 1,599
Cgiminal—-type not specified 407 659
Civil 193 313
Number of
Cases Closed 2,929 4,745
Fglony 2,112 3,422
Misdemeanor 490 794
Criminal--type not specified 149 241
Civil 178 288
Number of Trials 452 732
Jury 179 290
Non-jury 273 442
Number of Guilty Pleas
(including pleas during trial 1,521 2,464
Fglony 746 1,209
Misdemeanor 775 1,255
Number of
Guilty Verdicts 477 773
Felony 386 625
Misdemeanor 91 148
(continued)
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TABLE 3.3 (continued)

Number Reported
from 42 Units
for Which Data
Are Complete@

Projected Upper

Limit Estimate foq.:
68 Units from Data §

for 42 Unitsb

Number of Civil

Judgments 106
Number of Injunctions/

Equitable Remedies ‘ 86
Number of Prison

Sentences Imposed 725
Number of Probation

Sentences Imposed 902
Number of Fines,

Penalties Imposed 666
Number of |
Restitutions Obtained 1,371

Amount of Fines, Penalties,
Penalties, Restitutions .
Obtained : $12,920,000

&

172

139
1,175
1,461 .
1,079

2,221

$20,930,400

| A

e

) e R R I T R

Arwelve of the 646 possible monthly reports, or 1.9%, were not

submitted. Thus these data constitute underestimates of unit activity i

this period.

bcolumn 2 x 68/42 or 1.62. As discussed in the text, the units
from which data are complete are assumed to be similar to the remaining
units in several respects, based on comparisons of data from the first
ten months from reporting and non-reporting units, bgt_tpls projection
must still be viewed as only an estimate of unit activities.
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restitution, fines, and penalties* at the litigation stage
alone. Combining this figure with the restitutions obtained at
the complaint mediation stage and following investigation, the
42 units obtained $20.5 million in restitutions, fines, and
Penalties--over ten times the amount of LEAA funding provided
over the two-year period encompassing the 17-month data period.

The units' litigation activities are aralyzed in more
detail in Section VII, below.

II. DEVELOPMENT AND IMPLEMENTATION OF THE ECPRS

The purpose of the ECPRS is to document the significant
national effort to combat economic crime being undertaken by
the units of the National District Attorneys Association
Economic Crime Project. It is also anticipated that, if it can
be continued, the collection of this information will have
operational utility for the units. Specifically, the data
gathered through the ECPRS are designed to:

o Document the magnitude and nature of the Economic
Crime Units' efforts to combat economic crime and, by
inference, provideé increased understanding of the
nature, scope, and impact of economic crime;

. Identify national trends in prosecutorial activity in
this area, for example, in order to pinpoint future
needs and plan future initiatives, and

° Provide a basis for considering the value of the
substantial commitment of resources as this Project
launches its National Strateygy to increase federal,
State, and local interjurisdicticnal cooperation and
to provide other resources for this effort.

*No data was available on the actual amount of restitution,
fines and penalties collected. ‘
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The work that went into the development of the ECPRS over the
first eight months of the Project is particularly noteworthy
and, at this time, requires more complete documentation.

During the first quarter of this Project, major Battelle
attention was directed toward working with the Project;Ditector
and staff of the NDAA Economic Crime Project in the development
of the ECPRS. Battelle staff met with the Economic Crime
Project Director in a planning session at Battellé's Seattle
campus. This meeting succeeded in outlining the nature and
extent of the data'to be collected through the ECPRS. The
general structure of the ECPRS was also established at this
time. It was decided the the ECPRS would collect information

concerning four aspects of economic crime-related prosecutorial

activity: 1inquiries and complaints received by the unit,
in-office complaint resolution'procedures, investigations
conducted by the uﬁit, and cases filed in court. Furthermore,
it was decided that the units would provide data monthly on
either two or three forms; the number of iQrmskactually,used
was to be determined by the Unit Chiefs.

Followiﬁg this meeting, Battelle staff drafted a

description of the proposed system, reporting forms, and

inétiuétions.fgr use of the forms. These drafts were reviewed

by EConomic‘CrimelProject staff and revised pursuant to their

suggestions.,'The7final Description and Instructions for the
ECPRS a;e contained in Appendices A and B, respectively, and
the data collection forms are in Appendix C.
Six]Economic,Crime Project Units throughout the United
States were selected as pretest sites -and received ECPRS
materials (Description, Instructions, and Forms). These units
were visited by Project staff in order to gain inputwfrom a
sample of those who would be“using'the<syspem. 'Theﬂintent of

the visits was to assess problems with the reporting materials,

to determine the utility‘of the system, and to anticipate
pt¢blems~that*might be encountered in implementing the system.
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During the site visits, several suggestions were made to
simplify the forms and, thus, ease data collection. Few
comments were made concerning the instructions for use of the
forms. Several people, however, indicated that the
instructions'concerning the type of trial and case outcome
(used when reporting the‘disposition of a case) were somewhat
unclear, Appreopriate revisions were made.

In addition to the specific comments received during the
site visits, several general conclusions were drawn as a result
of the contact with the unit members. The basic structure of
the reporting system was found acceptable to the units and the
quantity of data requested did not appear to be excessive. For
example, it proved difficult, if not impossible, for units to
provide detailed information on complaints and inquiries;
therefore, Battelle's decision to request a minimum amount of
information in this area met with approval. Offering the units
the option of reporting investigations and cases on the same
form or on separate forms (i.e., permitting units to choose
whether to use a total of two or three feporting forms) was
also attractive since it allowed units with different
record~keeping practices to use the forms most appropriate (and
less disruptive) to their internal systems. Generally, the
reporting forms were found to be manageable. |

On February 14, 1979, the system was introduced to Unit
Chiefs at the NDAA ECP Unit Chiefs' meéeting in Tucson, '
Arizona. The nature of the system and mechanics involved in
reporting were described, and the revised reporting forms,
Description, and Instructions (see Appendices A, B, and C) were
distributed. The process of developing the system, and its
review in six units, were also described. Those units that
were not represented at the Tucson meeting received a packet of
reporting system materials (Instructions, Description, and
forms) from the ECP by,méil. The conference evaluation forms
completed by those attending the Tucson meeting indicated that
the majority'present reacted favorably to the presentation
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concerning the ECPRS and that only a few people expressed
concern about the work involved and the difficulty of
implementing the new system.

Additionally, during the second quarter, procedures for
internal data processing at Battelle were developed. It was
decided that all reporting forms would be mailed by the
Economic Crime Units to the ECP in Chicago. The ECP was then
to forward the forms to Battelle. 4

By the close of the Project's second guarter, reporting
forms were received from 18 of the 70 units participating in
the Project. Given the drastic changes in reporting required
by the revised system, the need to supply information on
backlogs of pending cases and inveétigations, and the increased
information requested by the system, the tardy reporting by

most units was not surprising. Units experienced an increased

reporting burden and had to become familiar with a new data
collection system. Nevertheless, the fact that only one-fourth
of the member units reported in the first month prompted the
ECP to initiate telephone contacts with non-complying units in
order to facilitate and encourage reporting.

During the second quarter, the ECP also conducted a survey
of all units to collect background information concerning
member units. This information was intended to provide the ECP
with a profile of its members and to permit more meaningful
analyses of the data collected through the ECPRS.

As past Battelle and NDAA Economic Crime Project progress
reports have documented, the ease with which the units have
been able to meet the reporting requirements imposed by the
system, as well as their willingness to meet these, have varied
considerably. Therefore, throughout the operation of the’
ECPRS, the level of unit reporting has varied. Thus, there has
been compléte reporting from some units, but only partial
reporting from others. Battelle quarterly'reports discuss
reporting ‘problems in more detail, but two aspects. of the

‘general problem are noteworthy at this time. First, the lag
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between the end of a reporting period (any given month) and the
time at which units were able to complete and file their
reporting forms varied from a few days to several months.
Variation within and among units may have been a function of
staffing problems, heavy workloads, or vacation and holiday
schedules. This variation may also have been due to different
internal case management record keeping systems. At any rate,
assessing unit'compliance with ECPRS requirements has been
difficult. Many months must pass before it could be known,
with certainty, that a unit was truly unable to report or was
simply reporting late for any of a number of (legitimate)
reasons--or was simply failing to comply.

Units could also partially report for any one (or

combination) of several reasons. Regardless of the timeliness

of reporting, or frequency of reporting, failure to complete
the reporting forms correctly or to clarify substantial
inconsistencies in the filed reports rendered the unit's data

uncodable. Such data could not be entered into the Battelle

computer data system. As a result, these units were considered

to be "partial reporters" just as units that failed to report
at all, or units that reported for only a portion of the
Project period. These problems should be borne in mind when,
later in this report, the complete ahd partial reporting units
are described and the study results are presented.

III. DATA OBTAINED BY THE ECPRS

A, OVerview

As described above, the approach taken to the design of the
data collection forms was to gather the minimum amount of
information which could be analyzed to preduce the maximum
amount of understahding of economic crime as reflected by the
unit's activities. Wherever possible, analytic labor was
substituted for unit reporting labor by, for example, using a
computer to track, total, and organize the information supplied
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Thus, the reporting efforts required of each unt
The system was not intended nor designed to be

by the units.
were minimized.
comprehensive at all levels, but rather to obtain selected,
nationally significant measures of Project activities. This
has required a substantial joint planning effort by the NDAA's
Economic Crime Project staff and the Battelle Law and Justice
Study Center staff.

The ECPRS was designed to gather more information on cases
and investigations than on complaints, inquiries, and in-office

resolution procedures, because individual investigations and

cases generally represent a more substantial commitment of
office resources. Furthermore, gathering detailed information
on the sources of referral and nature of all the inquiries made
to an office would have constituted a substantial;réporting
burden for the unit staff. This is not to imply ihat either
the complaint-resolution function or investigation leading to
criminal prosecution is more important than the other. Rather,
the relative importance of these functions is an issue of local
policy, needs, and pricrities beyond the ambit of this Project.

Very simply, units were asked for a few basic details about
their investigations as well as their criminal and civil
litigation. They were also asked to provide some more general
information about their handling of complaints and referrals.
The ECPRS is compatible with, but less detailed than,
individual unit data systems designed to meet units’
management, case tracking, and budget justifications needs.

The reporting system is basad on a relatively simple view
of Economic Crime Project unit activities, which does not
describe any one office in detail, but which is broad enough to
encompass the activities of all units. This view of unit
activities is reflected in the flow chart presented in
Figure 3.1. Dispositions, courses of action, other details on
what occurs within each stage of unit activities, and transfers

of matters between stages are discussed below.
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The first stage of processing economic crime matters
(except where another agency submits an investigative report or
transfers a matter to the unit) is Inquiries and Complaints,
These may be turned down by a unit as totally inappropriate or
requiring no further action; referred to another agency;
retained for attempted resolution, or investigated with an eye
toward further prosecution.

One second stage alternative shown
in this chart is In-office Complaint Resolution Procedures, for
example, through formal or informal mediation or arbitration.
While this frequently involves some investigative type
activities as well, it can be differentiated from
Investigations,'a term limited here to investigations intended

to determine whether to file a criminal or civil action and to
prepare a case for such action, regardless of the final outcome
of the matter. Note that, for purposes of this system, it is
immaterial whether the investigation was referred directly from
Inquiries and Complaints, or whether it involvad Complaint
Resolution Procedures as well. The final stage is Cases Filed,
both criminal and civil. The information requested in each
category is described below. .

B. Inquiries and Complaints

For inquiries and complaints, data were collected on all
"walk-ins,” mail and phone contacts with the office to seek
information or to report an activity, whether or not the report
alleges a white-collar crime or consumer complaint. These are
most often first encountered by the unit receptionist, an
investigator, a volunteer or a paralegal., Because of the
relatively large volume of inquiries and complaints
encountered, and since a signficiant portion of these are
freuently inappropriate for office action, no information was
requested on the subject matter of these initial contacts, nor
was information requested to differentiate inquiries from
complaints. This is a frequently vague distinction, and some

units defer making this distinction until after contact with
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i the party complained of or other further 1nqu1ry. Only one
i
; item of information was requested with regardlng complaints and
|
| inquiries, that being: '
l 3
i
| ® Total number of complalnts, inquiries, or other
initial contacts occurring between the public and the
prosecutor's office during each month.
This information was intended to measure the amount of
unit-public contact on incoming matters.
AY
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C. Complaint Resolution Procedures

Data on complaint resolution procedures dealt with all
in-office efforts to resolve complaints or secure satisfaction
for the complainant, short of filing a criminal or civil case.
Some investigative activity may have been involved. In most
cases, contact is made with the subject of the complaint.
(Some units might regard this as an investigation, but such
contact was not to be reported in the investigation category
because it was intended only to help achieve the main purpose
of seeking resolution without litigation.) On occasion,
following an unsuccessful attempt at resclution, a matter may
be referred to investigators or attorneys for further
investigation, case preparation, and possible litigation.
These matters are reflected in both Complaint Resolution
Procedures and Investigations.

The information requested under this category includes the
total number of matters where resolution procedures (as
described in more detail above) are initiated, the number of
matters in which restitution is obtained, the amount of
restitution, and the number of matters referred to other
agencies.

Note that restitution is only one bossible successful
outcome of a matter.
was requested, for two reasons. First, the determination of
what is a "successful" or "partiélly successful” outcome is A’
subjective judgment, and given the diverse environments within
which the units operate, the different priorities and goals of
units, and the diverse nature of the caseload, unit outcomes
cannot easily be compared. Second, the gathering of such
subjective information might tempt one to maze relatively
meaningless tallies and comparisons of "batting averages."

The following data elements were obtained on office
complaint resolution procedures: ﬁ “

100

No more detailed informaticn on outcomes

eSS B
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® Total ngmber of matters for which in-office complaint
resolution procedures were initiated during the month.

) Number of voluntary restitutions obtained during the
month as a result of in-office complaint resolution’
procedures.

® Total dollar amount of voluntary restitutions obtai:ed

during the month, ,

e gumber-of referrals made to other agencies following
in-office complaint resolution procedures.

D. Investigations

For purposes of the ECPRS, eligible "investigations" were
limited to those where criminal or civil litigation was
contemplated.

This included investigations ending with the
decision not to file a criminal or civil case. But work
undertaken in order to gather further information to aid in the
in-coffice resolution of a matter which was not aimed at
criminal or civil litigation was not to be reported as an
investigation. _

Occasionally, a unit may receive a "package" from another
agency, containing a file, notes of investigation, and evidence
with a request for prosecution. Almost invariably, the unit
will review the matter closely before deciding whether to
actually file, even if only to frame an appropriate response to
the referring agency. This process not infrequently involves
further investigation or field work. This review process was
to be counted as an investigation, whether or not field work
was involved. Units, however, reﬁorteé a number of cases
(about 18.3% of all cases filed) without reporting a prior
investigation. '

The length or complexity of the investigétion was
immaterial for the purposes of this reporting system. The

important point was whether the investigation was anticipated

‘to aid in consideration of litigation.

The following data were 6btained on investigations:
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° Subject matter of the investigation..
) Number and type of party or parties undel
investigation (individual, business or institution).

) Number and type of victim(s) (individual, business or 8
institution, government). o e
® Source of investigation: (1nqu1ry/compla1nt,

pro-active, agency referral).

) Closing/disposition of investigation (closed
administratively, remedial action, restitution,
referred out, case filed).

As noted above, offices were given the option of reporting
information on investigations on the same form as information
on cases filed or to use separate forms for investigations and
cases. The same information wasksupplied either way.
E. Cases

Of all the data collected, case data were the easiest to
define. This category of data includes all cases actually
filed with a court, either criminal (felony or misdemeanor) or
civil.
: Case data were llmlted to the follow1ng°

‘according to the ECPRS study protocol.

representative of the activities of the 72 units.

® Type of case filed (felony, misdemeanor, civil). 'f
. Subject matter of the case.

®  Number and type of defendant(s)

(individual, business
or 1nst1tutzon) _ ~

e Numbernand type of victim(s) (individual, businese or
institution, government). :

®  Type of proceeding (none, negotlated plea, non—Jury
trial, dury trial). ,

O
e Result of proceeding (negotlated plea or settlement,

conv1ct10n, acquittal, dlsmlssed/dropped ‘deferred
judgment) . § o

®o Penalty/remedy imposed (prison/jail, probation,

injunction/equitable remedy, fine/penalty, c1v1l
,,judgment, restitution).
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IV. PARTIAL AND COMPLETE REPORTING
ECP UNITS--A DESCRIPTION

7

The Economic Crime Units are located in local district
attorney's offices throughout the country, but they were not
established according to any statistical sample design aimed at
projecting the nature or amount of economic crime prosecution
in the nation.' Thus, it is improper to cenclude“that the
units' experience reported here would resemble that which would
have been obtained if the Economic Crime Units had been
established across the U.S. on the basis of a probability
sample design. Nevertheless, it is acceptable to refer to the
original 72 Economic Crime Units as a population or universe.

It was originally hoped that all units would report
As can be expected in
any survey or data collection effort, not all participants were
able to meet the study requirements for the entire data
collection period. Because of the problems of
non-participation or non-response on the part of the units,
inferences must be- drawn as to whether the reported data  are
The problem,

more specifically, is to estimate to what extent a
non-participation or non-response bias is likely to enter the
data analyses as a result of partial data reporting. | ,
Non-response or non-participation bias occurs when a group
of individuals or a given data source (here, the Economic Crime
Units) has failed to participate in a data collection
activity. The only way to truly handle non-response bias is to
limit statistical inference to the population represented by
the participating subjects, here, the 42 units which have
reported completelygb A second source of bias, as equally

troublesome as non-response bias, is item~-selection bias. This

occurs When_data'collection.forms‘are not filled out completely

or

y

correctly. Both non-participation and item-selection bias have
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been evaluated with regards to the ECPRS data; non-participation
bias is the most serious concern.

Of the 72 Economic Crime Units which were to have
participated in the study, five have since withdrawn or been
terminated from the project. A sixth, the Washington, D.C.,

'office, was excluded because it is a federal rather than local

agency. This left 66 units as active participants. Of these,
only 45 reported fully and accurately during the present
reporting period covired in Battelle's study of project
operations in the fifth grant period. (February through
November, 1979). Between that time and June 30) 1980, three
units underwent changes of administration and were unable to
supply data during the transition period, reducing the number of
units for which complete data are available to us to 42. 1In
order to include as many units with complete data as possible in
these analyses, this reporting period (November, 1979 through
June, 1980) was deemed to be most acceptable. This allowed time
for those units experiencing difficulty in reporting promptly to
submit their reports, thus minimizing the likelihood of
erroneously cla551fy1ng a un1t as reportlng partlally and, as a
result, minimizing the extent to whlch non-partlcpatlon bias
would enter the analyses.
In our report on the project's £ifth grant period, we
compared the units with full reporting and the other units is
based on. the 68 units in the Project at the time this analysis
was done. According to various criteria, it was quite clear
that there were relatively few differences between the 45 units
with complete data and the 23 (total = 68) that were necessarily
excluded from these analyses because of partlal data. The
tables presented in that report described and contrasted the
complete and partlal reporting units with regard to their !
jurisdictional authority, the activities in whichgthey’engage,
their size, and the length of time they have been in operation.

These background data on the units were provided by the Unlt

- Chiefs or other members of the units' staffs.
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In summary, the 45 Economic Crime Project units which have
provided complete data did not appear to be substantially
different from the 23 units which reported partial data.
units included in the ECPRS had a number of distinguishing
characteristics including size of the unit staff, dQuration of

operation, type of activities, and type of jurisdictional
authority.

All

Along these dimensions, however, units with complete
data and those with partial data were found to be quite

similar. It should be noted, however, that these dimensions do
not include the size or nature of the units' investigative or

litigation caseload, and thus the total impact of the Economic

Crime Project can only be inferred. Because of the similarities

between the 45 units described in that report and the

non-reporting units, it was not deemed worthwhile to compare the
present 42 units and the non-reporting units.

V. COMPLAINTS, INQUIRIES, AND COMPLAINT
RESOLUTION PROCEDURES

A. Introduqtion

This section describes the 38 units' receipt of complaints

and inquiries from the public and their attempts to resolve

consumer-—type complaints by mediation or other intervention.*

The available data represent a total of 634 unit months of
activity. Given the nature of the data obtained .on complaints
and inquiries, it is unnecessary to do more than present simple

frequency distributions and the appropriate descriptive

statistics. The types of statistics presented also vary

according to whether or not the distributions are distorted by
the presence of outliers (e.qg., extreme values, as where one or
two units have several times as many cases ‘as any of the
others). For example, in some cases, a statistical mean (i.e.,
average) is mlsleadlng due to the shape of the dlstrlbutlon.

When this occurs, much llke reporting income levels, it is more

*It will be recalled that four of the 42 units did not
engage in recelpt or mediation of complaints.
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appropriate to report the median (i.e., midpoint among the
units on the variable under discussion) rather than the mean.
As an indication of dispersion about the mean, standard
deviations (S.D.) are also presented. The greater the
dispersion of values about the mean, the lérger the standard
deviation. Extreme deviation from the mean has by far the
greatest weight in determining the value of'the standard
deviation. If there are a'fewkextreme values, the standard
deviation can give misleading results in that it may be
unusually large. When the value of the standard deviation is
large, the median is a more appropriate measure of central

tendency. When the mean and standard deviation are affected by

extreme values of a distribution, the median remains unaffected

unless the value of the middle case is also changed.

For various reasons, four of the 42‘units reporting
complete data had virtually no contact with the public and did
not file a feport on the receipt of monthly complaints and
inquiries, nor did they provide data on office complaint

resolution procedures.

B. Complalnts and Inqulrles
Over a total of 634 unit months, the units handled a total

of 319,261 complaints and inquiries from the public with an
overall average rate of 504 (S.D = 835.20) complaints per
month. The median, that is the figure which divides the
distribution at the fiftieth percentile, is'162 complaints per
month. | | ‘ B
Examination bf the data indicates that the level of contact
between prosécutive units and the public varies slightly from
month to month. Furthermore, the avérage'level of contact
between the public and the units varied markedly from unit to
The average number of complaints and inquiries recéived

unit.

by a unit ranged from a low of fewer than five per month to a

high of over 4,500 per month. Differences between units are
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not surprising because, for example, some units actively
encourage the public to file complain®3j.

Given the wide variation in the number of-coﬁplaints and
inquiries received by individual units,_it will be helpful to
examine some of the background characteristics of units to
better understand some of the factors that contribute to this
variation. The level of contact with the public varied with
the size of a unit's prosecﬁtive and investigative staff and
with the scope of a unit's jurisdiction (the percentage of time
devoted to criminal and/or civil matters); these variations do
not, however, appear to be systematic.
expected,

Yet, as might be

the level of contact with the public was much greater
for units that routinely handled complaints and inquiries than
for ‘units with no routine complaint intake procedures.
Similarly, units that routinely undertook civil investigations
and civil litigation generally had far more contact with the
public than units that did not routinely become 1nvolved in
civil matters.

The level of contact with the public, then, varied sharply
from unit to unlt As might be expected, those units with
formal complaint intake activities Eypiéally had more contact
with the public than those with no such procedures. Units that
engaged in civil investigative and litigative activities
generally had more contact with the public than did those units
that do not conduct civil investigations or litigation. As
mentioned earlier, a unit may have civil jurisdiction as
attorney for the county, or under specific consumer protection
statutes, or both. Units with the latter enforcement powers
may be more likely to mediate consumer complaints and conduct
civil investigations and litigation as part of these
enforcement powers. On the whole, the data indicate that the
38 units reporting on contact with the public:have served a
vast number of 1nd1v1duals by receiving and handling

complaints, 1nqu1r1es, and other initial contacts with the
public,
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C. Office Complaint Resolution Procedures

i The 38 units reporting on contact with the public also

| reported on the extent of their in-office complaint resolution
procedures. As discussed previously, units supplied four types
of data concerning office complaint resolution procedures each

~~ month: the number of times resclution procedures were

i initiated each month, the number of times voluntary restitution

‘ was obtained as a resolution, the amount of restitution

’ obtained; and the number of referrals made to other agencies

following attempts at complaint resolution.

As with the number of complaints and inquiries received

resolution procedures varied somewhat from month to month and
varied dramatically from unit to unit. A total of 31,176
complaint resolution procedures was initiated by these units
between February, 1979 and June, 1980. On average, units

initiated complaint resolution procedures 50 times per month,
with a median of 15.4 procedures.

As a result of complaint resolution procedures, these units
obtained voluntary restitutions on 5,225 occasions, for a
reported total dollar recovery of $4,675,991. Some units
obtained no restitution, while others were more successful in
gaining restitution. The average amount obtained per unit per
month was $12,502.65, with a standard deviation of $33,545.77.
The median dollar amount for each unit for each month was
$3,837.50. The range per unit per month was from less than
$10.00 to more than $360,000. | |

Variation in the amount of restitution d4id not appear to be
associated with any particular unit characteristics. The same
unit characteristics associated‘withﬁa high,number of complaint
resolutions, not surprisingly, were also associated with a high
number of restitutions obtained. When the amount of |
restitution obtained per month was compared to these onit |
characteristics, however, a different result emerged. There
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each month, activities associated with and results of complaint

 operation.

was no systematic difference between units which received
consumer complaints and those which did not, and units which
mediated consumer complaints, undertcok civil investigations,
or handled civil litigation obtained less restitution than did
the units which did not perform these functions. This

apparently anomolous result may be due to the wide variation i

ticn in
amount of restitution obtained as a result of any one suspect,

activity, or scheme.

One restitution involving a very large
. amount of

money can substantially alter the total and aver age
amount of restitution for a unit or group of units,

Following the initiation of complaint resolution
procedures, units may refer the matter to another agency.
Between February, 1979 and June, 1980, the reporting ECP units
referred a total of 23,684 matters to other agencies. On
average, units referred 37.4 matters, with a standard deviation
of 118.2. The median number of referrals was 7.1

The range
for referrals was between 1 and 1,266.

In summary, the Economlc Crime Project units 1n1t1ated over
31,000 in-office complaint resolution procedures between
Febroary, 1979, and June, 1980. As a result of in-office
resolution procedures, these units obtained close to $5 million

dollars in voluntary restitutions, and referred over 23,000

matters to other agencies. The volume of in-office

resolution-related activities varied somewhat from month to
month, but the monthly variations were not extreme enough to
note seasonal trends during this initial phase of ECPRS
Differences among units, however, were pronounced:
individual units differed dramatlcally in the extent to which
they engaged in in-office resolutlon activities during the
17-month period of study.

Furthermore, differences in activity
level could be noted

on the basis of several classes of units.
Thus, units that routlnely handled complaint 1ntake,)

complaint mediation, civil investigations, and civil litigation

were more frequently involved in undertaklng complaint
resolution procedures, obtaining restitution, and referring
matters to other agencies than were units that did not
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routinely handle complaint intake and mediation or civil
matters. However, neither the size of units' staff nor the
scope of units' jurisdiction appeared to be associated with the

level of complaint resolution activity.
VI. INVESTIGATIONS

As discussed above, the investigations to be reported under
the ECPRS were limited to those undertaken in contemplation of
possible criminal or civil litigation. This included
investigations ending with the decision not to file a criminal
or civil case. On the other hand, work undertaken in order to
gather further informaticn to aid in the mediation or other
in~office resolution of complaints was to be excluded.

As explained in the introductory section to this dhapter,
the 42 units for which complete data are available handled
14,586 investigations in the 17-month period between February,
1979 and June, 1980. Of these, 2,204 were pending when the
ECPRS was instituted in February, 1979.
were opened between February, 1979 and June, 1980. As of June,
4,636 investigations were -still open. '

The remaining 12,382

~_The manner in which units handled the investigations is
graphicail& summatized in Figure 3.2. In examining this
figure, it is important to take the "multiple problem" into
account. This problem has been encountered throughout the
analyses of the ECPRS data relating to investigations and
cases. For example, with regards to the source of
investigations, it can be seen in Figure 3.2 that 674
This means that the
source could have been some combination of inquiries;and

investigations had multiple sources.

complaints, proactive ihvestigations,‘and agency referrals.
Similarly, investigations could have closed at one or more

~ times, each, perhaps, reflecting the closing of a different

aspect of the investigation or with respect to different
targets. For example, an investigation involving Several
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targets can be closed with respect to some when restitution is
obtained, and closed a second time with respect to the
remaining targets when criminal charges are filed. According
to Figure 3.2, 9,950 investigations were closed; however, if
the various types of closings are added, it appears that 10,682
The difference of 732 is

attributable to the fact that multiple closings of an

investigation closings were reported.

investigation occur, and are reported to the ECPRS at different
times.

Below, a descriptive account of the investigative
activities of the 42 units with complete data is presented. 1In
particular, attention is directed to the subject matter of the
investigations, the number of individuals and businesses or
institutions under investigation, the number of victims
involved, the source of investigation, and the clesing or
disposition of the matter. As appropriate, these results will
be accompanied by more extensive analyses of the data through a

tabular approach.

A. Number of Investigations Opened

Units were instructed to use one line on the reporting form
for each investigation that was opened. They were to use their
office procedures and policies for determining whether to count
these as one or several investigations. When in doubt, units
were to consider each related series of transactions as one
investigation, even where each transaction involved different
individuals or organizations being investigated and/or
different victims. For example, in one "advance fee" case, the
investigation would be shown on one line regardless of the
number of complainants or the number under investigation.
Similarly, where the matter involved defrauding two banks, and
it appeared that the same people were involved in similar
frauds against several institutions, the investigation was to

be reported on one line.
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INQUIRIES and 7,550 INVESTIGATION 9,950
COMPLAINTS

OPENED

INVESTIGATION CLOSINGS
20T CLOSTNGS

—— . —
FELONY
INVESTIGATION 4,243 CASE FILEp :
CLOSED - .

1,506 - - (Type filing not T —
14, specified: 71)

PROACTIVE 599

63— ’
INVESTIGATIONS g . CIVIL,

| RESTITUTION
AGENCY 3,547 Cloged ! ] $2,552,l26
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OTHER AGENCY

MULTIPLE 674 4,636:st111
SOURCES —_ pending-—ﬁ/ 80

OTHER REMEDIAL
ACTION
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indicated: 2,216)

FIGURE 3.2

FLOW CHART, UNIT INVESTIGATIVE ACT{VITIES
(42 Units, February, 1979 through June, 19n¢)
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" provided in Table 3.4.

As indicated in Figure 3.2, 4,636 investigations were still
pending at the time data collection began in June, 1980. 1In
Battelle's report on the project's previous grant period,
extensive analyses of the ECPRS data on investigation openings
indicated that there was relatively little variation in the
number of investigations opened each month, although there was
considerable variation among units with regard to investigative
procedures. Some units opened and closed far more

investigations than other units.

B. Subject Matter of Investigations
For purposes of the data collection effort, a standard list
of economic crime codes was used, which classified economic

crimes into major subject-matter categories and specific
This list is
All units were requested to report the

subject-matters within each of these categories.

subject matter of investigations according to these
pre~-established codes. When multiple allegations were being
investigated, units were to record only the most serious
matter. Table 3.5 presents the percent of the total and the
ranking of the specific subject-matter subcategories which were
most frequently reported (N = 14,586).

that larceny, embezzlement, home improvement, deceptive trade

Here it can be seen

practices, and bad checks were most frequently the subject of
These accounted for 45.6% of all
On the other hand, investigations resulting

investigations.
investigations.
from Ponzi schemes, commodities, precious metals, jewelry and
gems, bankruptcy, inheritance frauds, debt consolidation,
usury, installment procedures, computer abuse and fraud, life
insurance, bribery of government employees, commercial bribery,
conflict-of-interest, misuse of confidential information,
regulatory violations, income tax revenue violations, sales and
use tax revenue violations, Medicaid, theft of utility
services,'energy, weights and measures, coupon redemption
frauds, mobile home, title law, rental location, medical
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treatments, medical supplies and devices, nursing homes,
general health care services, health and safety standards,
appliance repair fraud, career/employment opportunity
school/training frauds, and attorney's professional services
each accounted for much less than 1% of the investigations.

While the percentage for each of these categories of
investigations
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TABLE 3.4

ECONOMIC CRIME PROJECT REPORTING SYSTEM

LIST OF ECONOMIC CRIME CODES

Investments Trade Practices (see also 2.9.~-Install-
ment purchases)
l.1. Advanced fea schemes

1.2. Businaess opportunity schemss

{including franchises, vending 7.1. ' Advertising: bait-and-switch
machines, chain referral, and 7.2.  Advertising: géneral
pyramid schemes) 7.3. Weights and ‘measures
1.3. Ponzi schemes 7.4.  Antitrust and restraint of trads,
1.4,  Securities price-fixing
1.5. Commodities 7.5. Deceptive trade practices -
1.6.  Praecious metals, jewelry, and genaral (including misdescription
gems ¢ of goods/services, pricing, pack-~
1.7. Other investment schemes--= aging, and warranty frauds)
general : 7.6. Coupon redemption frauds
: 7.7. Other trade-related frauds P
Finanecing, Credit, and Banking ’
Housing, Land, Real Estate, And Construction
2.1, B8ad checks, check kiting .
2.2. Bankruptcy 8§.1l. Home improvement
2.3. Inheritance frauds 8.2. Construction
Crcedit cards Landlord-tenant

2.4,

2.5. Debt collection

2.6. Debt consolidation

2.7, Usury

2.8. Loans (including mortgages)
2.9. Installment purchases

Computer Related

3.1. Electronic Funds Transfer

Health and

Mobile home

Real estate/land
Title law

Rental locator

Medical Care (see also 6,6~=

Madicaid)

Medical treatments by profassionals

System (EFTS)

3.2, Ccmputer abus¢ and fraud
Insurances

4.1.  Arscn-for-profit

4.2. Life

4.3. Accident/casualty

4.4. Other insurance f{raud

Corzuption, Abusé of Trust, and

Tnelt (see

4i30 0./.-~Thertt OC

Ry
usiliey services, aneray)

S.1l. Bribery of government employees
(including kickbacks)

§.2.  Cemmercial bribery (including

_ kickbacks)

S.3. Conflict-of-interest

S.4.  Misyse of confidential infor-
mation, trade sacret thaft

$.5. Embezzlement ) :

5.8, Larceny (including by false
pretenses and by trick)

5.7, ‘Misappropriation of funds

5.8. ~Forgery

Fraud Againse Governmene, Public

acencies, Utilities

6.1,
6.2, Regqulatory violations
6.3. Revenue violiations: income tax
6.4. Revenue violations: . sales and ~
. use tax’ :
6.5, Welfare
"6.6. Madicaid
6.7. Thefrt of utilicty services,
: aneargy
6.8, Procuremant fraud

Licensing violations

L]

(sarvices~~-doctors, dentists,
nurses)

9.2. Medical supplies and davices
(products--hearing aids, drugs
cosmetics)

9.3. Nursing homas

9.4. ‘General health care services

. (laboracory, hospital cara)

9.5. Health and safety standards
(including buildings, inscicuy-.
tions, environment)

Sales and Renairs (sea also 7.1 and 7.2--
Advertising)

10.1, Appliance repair fraud
10.2. Automcbile’sales -{including
auzomotive parts)

10.3. Automobile repairs
10.4. Other products:  sales
10.S. Othar products: repairs

Personal and Profassional Services (seas also
I.Z--Business opportunity schemas; 9.Lle=
Medical professional services)

11.1. School/training frauds: career/
. employment opportunity -
11.2. School/training frauds: . perscnal
- improvement or benefit
11.3.  Personal improvemant schemas=--
general (including club memberships)

11.4. -Contest frauds
11.5. Travel and vacations [
11.6. <ransportation
11.7. " Charity frauds '
11.8, Atcorneys' professional secvices

. Other o

999. *Other”==usae this category only if
- NQ other catagary applies and if the
nature of the investigation/case is
explained under "Comments.”
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TABLE 3.5

SPECIFIC SUBJECT-MATTER SUBCATEGORIES OF

(Percent of Total and Ranking)

INVESTIGATIONS OPENED
(N = 14,586)

(42 Units, February, 1979 through June, 1980)

Economic Crime Percent 'Ranking
Larceny 10% 1
Deceptive Trade

Practices 9% 2
Bad Checks 8% 3
Home Improvement 8% 3
Embézzlement 7% 5
Welfare 43 6
Automobile Sales 43 ] 7
Other 4% 6
Business Opportunity

Schemes ; ” 3% 9
Misappropriéticn? S ,

of Funds - 3% 9
Forgery - 3% 9
Automobile'Repairs 33 9
Sales: Other Than

Automobiles or 3% 9

Appliances
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" been underestimated in this report.

appears to be small, in many instances their importance as
single cases may be substantial.

By major category, the subject matter of investigations can

be ranked as indicated in Table 3.6. Here it can be seen that

most investigations (31.7%) were connected with corruption,

abuse of trust, and theft. Larceny and embezzlement are the

major contributors to this category, accounting for 23.2% of

all known investigations. Another 25.6% of all investigations

occurred in relationship to trade practices (including 7.5%
attributable to deceptive business practices), housing, land,
real estate, and construction (including the 7.7% involving

home improvements). Thus, three major economic crime

categories accounted for slightly over 55% of all investigative
activity.

C. Number and Type of Target Under Investigation.

White-collar crime frequently involves a scheme or
artifice.

Help from others may be required. Legitimate
businesses or "dummy corporations" may be involved.

white-ccllar crime investigation may involve several
individuals, several businesses, or both, as targets.
Similarly, the victim of the crime may be a business or a

government agency.

Thus, a

But because victims may not willingly come
forward~-or may not even know they have been victimized--and
because it is not always easy to tell how large or complex a
schemne is when an investigation is first begun, it is
frequently difficult to estimate how many or even what type of
‘targets or victims may be invelved. Each Economic Crime Unit
was to supply the ECPRS with data on the number and type of
target being investigated. The type of targets fall in two

categories: individuals and businesses or institutions. Due

- to some difficulties associated with the reporting and coding

of the data, statistics on the total number of targets have

These difficulties
resulted from the fact that, in some investigations involving.

"several targets, the units were unable to supply an exact

Nl
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TABLE 3.6

MAJOR SUBJECT-MATTER CATEGORY OF INVESTIFATIONS OPENED
(Number and Percent Distribution) ;
(42 Units, February, 1979 through June, 1980)

Percgnt Pegcentd

Economic Crime Category Number ?ﬁaSinggg) ?gjgiZ?sss)
Corgﬁgt;g:étAbuse of Trust, 4,289 29.4% 31.7%
Trade Practices 1,760 12.1% . 13.0%
Housing, Land, Real Estate, 1,707 11.7% 12.6%
o mking o 2nd 1,345 9.2% 9.9%
Sales and Repairs 1,319 9.0% 9.7%
Fraud Against Government, '

BeiTicien e 891 6.1% 6.6%
Investments 873 6.0% 6.4%
Other (unlisted) 537 3.7% 4.0%
Insurance 456 3.1% 3.4%
Personal and Professional . ‘

Services ‘ 218 1.5% 1.6%
Health and Medical Care 130 0.9% 1.0%
Computer Related 16 0.1% 0.1%
Unknown 1,045 7.2% N/A

N/A = not applicable.
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figure for the number of targets involved.
units were asked to estimate the number.

As a result, the
In spite of these
difficulties, it is conservatively estimated that ' over 13,500
individuals were the targets of investigations. In several
instances, the number of targets under investigation exceeded
100, while in several others between 50 and 100 people were
designated as targets."Based on this data, it is estimated
that over 65% of all investigations involved one or more
individuals as targets.

As with the reporting of individual targets, the results of
analyses involving the number of businesses or institutions
must also be qualified. Once again, units were asked to
provide estimates in spite of some uncertainty surrounding
them. Although many investigations which involved businesses
or institutions had a single such organization as a target,
some units reported that some investigations involved in excess
of 100 separate businesses. This might occur, for example, in
a false billing scheme where the targets send phony invoices
for magazine advertising or other services in hopes that the
company's accounting department will pay it without verifying
whether or not the bill is valid. The data also indicate that
one or more businesses were involved in about 40% of the
reported investigations. Finally, over 7,000 businesses were
the targets of investigations ‘

Some investigations involved both individuals and
businesses or institutions as targets. Further tabular
analyses of the data were undertaken to gain a better

understanding of the number of investigations involving

multiple numbers and multiple types of targets. Table 3.7 is a
restructured table shedding the necessary light on the
multiples problem. Note that for 464 investigations, or 3.2%,
data on the number and type of targets under investigation were
missing or incomplete. Based on this table, the following

-conclusions about targets of investigations are tenable:
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TABLE 3.7

SINGLE AND MULTIPLE TARGETS OF INVESTIGATION

(N = 14,586). :
(42 Units, February, 1979 through June, 1980)
Number of Businesses
or Institutions
Number of Individuals None 1 or More Total
None » N/A 3,917 3,917
100.0%
67.6%
27.7% (27.8%)
1 or More 8,329 1,876 10,205
81.6% 18.4%
100.0% 32.4%
58.9% 13.3% (72.2%)
Tctal ‘ 8,329 5,793 14,122
: (58.9%) (41.0%) (100.0%)

464 Missing.Observations

N/A = not applicable.

Y

Arable format: Number, Row Percent, COlumn Percent,

Total Percent. .
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unheq:d of.

58.9% of all investigations involved one or more
individuals as targets, without involving businesses

or institutions.

27.7% of all investigations only involved businesses

or institutions.

13.3% of all investigations involved both individuals
and businesses or institutions.

. Of those investigations involving one or more

individuals, 81.6% did not involve businesses or

institutions.

e

Of those investigations involving one or more
individuals, 18.4% also involved one or more

businesses.

Of those investigations involving one or more

businesses or institutions,
individuals.

67.6% did not involve

Of those investigations involving one or more

businesses or institutions,
more individuals.

27.8% of all investigations
individuals.

72.2% of all investigations
individuals. - :

58.9% of all investigations
or institutions.

41.0% of all investigations
institutions.

A closer examination of the data
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32.4% also involved one or

'did not involve

involved one or more
did not involve businesses
involved businesses or

through additional tabular

analyses reveals that some investigations were extremely large,
targeting ‘as many aé 50 or more individuals and businesses or
institutions as investigative subjects. Extremely large
multiple target investigations, although rare, are clearly not
In the future, greater efforts appear to be
warranted to further study these large-scale investigations.
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D. Number and Type of Victims of Economic Crime Investigations

Individuals, businesses, and government agencies may find
themselves the victims of white-collar crime. Indeed, the

victims may not even realize that they have been victimized.

This is one important respect in which white-collar crime is
different from, and more difficult io prosecute than, "street"
crime. Even when a person, business, or agency has been
victimized, there may be a reluctance to report the crime for

fear of shame, embarrassment about being "duped," loss of

business reputation, or government scandal. For purposes of the
ECPRS, three types of victims were identified: individuals,

As will be
discussed below, some crimes have individual, business, and
government victims.

businesses or institutions, and government.

Before proceeding with the more elaborate
analyses, it is first necessary to look at various bivariate
relationships between type of victims. Throughout the
following discussion it is important to keep in mind that some
investigations will in fact be double-counted. 1In the
analyses, progression is made from univariate, to bivariate, to
trivariate relationships.

A large number (64.6%) of investigations involved one cor
more individual victims. Some 60% involved only individual
victims, while the remainder involved businesses or
institutions, or goverhment agencies, or both. 1In at least 37
instances, over 10C¢ individuals were considered to be the
victims of a single ecconomic crime. This fact, although
surprising, is not startling. Moreover; it is conservatively
estimated.(i.e.,'taking the 50 to 100 victim category as equal
to 50, the over-100 category as equal to 100, and the
one-or-more category as equal to one) that-well over 24,000
individuals were the victims of economic crimes reported -as
being under investigation. '

Businesses or institutions were also frequently the victim
of economic crime. The availablie data suggest that one or more
businesses were the only victims in about 25% of the economic

122

crime investigations reported to the ECPRS, while an additional
3.8% involved individuals, g@vernment agencies, or both, as
well.
where 50 to 100 businesses were the victims of a single crime.
It is very conservatively estimated that over 6,000 businesses
were the identifiable victims of economic crimes investigated
by the 42 units reporting to the ECPRS.

Finally, government agencies were the least likely victim
of econcmic crime as far as investigations reported to the
ECPRS were concerned.

As in the case of individuals, there were instances

The data indicate the government to be a
victim in about 11.5% of all economic crimes investigated by
the 42 units (being the only type of victim in 9.7% of the
investigations). In four instances, it was reported that an
investigation had 50 to 100 government victims. From the
available data it is estimated that there are over 1,800
government victims associated with a variety of economic crimes.
At this point, it is appropriate to give further
consideration to those investigations which involve two or more
different types of victims. Table 3.8, a summary table,
indicates the percentage of investigations which involve one or
more types of victims (all possible combinations). Here it can
be seen that, of the multiples, those investigations involving
individuals and businesses as victims were most prevalent,
followed by individual and government, and business and
government. Only 14 investigations reportedly involved
individual, business, and government victims. Thus, of all
investigations, only about 5% involved more than one type of
victim. |
Closer examination of the data reveals that the magnitude
of some investigations involving multiple victims can be
enormous. For example, two investigations involved over 100
individual and 6 to 10 business or institution victims, another
three included 50 to 100 individual and over 1l government
victims, and still another three included over 11 businesses

and over 1l government victims. Three of the most varied
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TABLE 3.8

VICTIMS OF ECONOMIC CRIME REPORTED AT THE

TIME OF INVESTIGATICN

Percent of Total

Type of Victim Investigations
Individual Only ’ 60.1
Business or Institutions Only 25.0
Government Only 9.7
Individual and Business or Institutions 3.4
Individual and Government | ' 1.1
Business or Institutions and Government 0.4
Individual, Business or Institutions,

and Government 6.3

. :
.
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investigations involved 50 to 100 individuals, over 11
businesses, and over 11 government victims. Clearly, these

economic crimes had a rather substantial scope and unmistakenly

involved considerable effort to process. Such large

investigations could easily consume all the resources of any
ECP unit.

E. Source of Investigation

An investigation can originate with one or more of several
sources. The ECP units were asked to indicate which of the

following was/were the source of each investigation they had
undertaken:

e inquiry/complaint,
° proactive investigation, and
] agency referral. ‘

System instructions provided that the source of an
investigation was to be considered as an inquiry or complaint
whenever an individual complaint or inquiry was being
considered for criminal or civil prosecution (rather than
in-office resolution such as mediation), and no decision was
made to expénd the investigation beyond the individual
complaint to actively seek similar complaints against the same
individual or business. Where the unit did decide to seek out
similar ccmplaints (expanded investigation), the source was to
be considered as proactive. The investigation was also to be
considered as proactive if the investigation was begun by the
office (for example, by sampling meat content on ground beef or
setting up a "dummy" car or appliance to be repaired) before an
individual had complained. The source of an investigation was
considered to be a referral if another agency brought the
matter to the attention of the unit, whether or not prosecution
had been specifically requested and whether or not the agency
had supplied investigative :eports or evidence., Given the fact
that an investigation can have multiple sources, a special code
was set up to handle these.
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’couldkhave multiple closings.

It was found that 7,550 investigations resulted from
inquiries or complaints (including 602 involving another source
as well), 599 Lrom proactive investigations (including 136
involving a second source), and 3,547 from agency referrals
(621 of which involved an additional source). These
(Note that for 2,216
investigations, the ECP units failed to report data on the

source of investigation.)

differences are summarized in Table 3.9.

The referral of matters for investigation is an important
issue warranting further attention, especially in view of the
Economic Crime Project's focus on developmeﬁt of a National
Strategy for coordination of federal, state, and local
enforcement efforts. In particular, data were reported by the
ECP units as to the types of agencies which referred cases for
investigation. These agencies, and the percent of
investigations begun by referral which they referred to the 45
units, are detailed in Table 3.10. On the basis of thisz table,
it is evident that lccal investigative, police, and law
enforcement agencies have primary responsibility (43.5%) for
referrals which result in investigations. State regulatory
agencies have the second highest referral rate (14.2%). 1In
short, relatlvely few agenc1es are respon51ble for

investigative referrals to ECP units.

F. ClOSLng/D1sp051tlon of Investlgatlons ‘
Units were allowed to indicate which of flve types of
closings occurred.

These were:

closed administratively,
remedial action, .
restitution,

referred,; and

case filed.

the studv, any investigation
example, onie

: o G
Given the reporting procedures for

Foz easpecf of an

‘investigationACOuld be closed with restltut;on,from_cne,target

AL
L

T

TABLE 3.9

SOURCE OF INVESTIGATIONS

(N = 14,586)

({42 Units, February, 1979 through June, 1980)

Source

Excluding Multiple
Source Investigations

Multiple Sources
Allocated Among
Source Categorjes

Inquiry or Complaint

Proactive
Investigation

Agency Referral

Multiple Source

6,984

463
2,926

N/A

7,550

599
3,547
674

2,216 Investigations:

N/Ak= not applicable.

Source Unknown
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Referring Agency Number Percent
i; Consumer Protection Agencies
i 1. State Agencies 30 0.7
I 2. Local Agencies 96 2.3
5 3. Non-government/Business/
s Consumer groups 61 1.5
%é Requlatory Agencies
3 )
! 4. Federal Agencies 59 1.4
f 5. -State Agencies 590 14.2
| 6. Local Agencies 173 4.2
i Investigative/Police/L,aw Enforcement
Agencies
7. Federal Agencies 32 .8
8. State Adencies 199 4.8
9. Local Agencies 1814 43.5
Attorneys/Prosecutors
10. United States Attorneys (Federal) 5 .1
11. State Attorney General
Consumer Protection/Fraud Units 72 1.7
12. State Attorney General (other than
. : Consumer Protection/Fraud Units) 90 2.2
. 13. Local/Municipal Government
' Attorney's Office (for example, 489 11.7
Corporation Counsel, New York City
14. Legal Services or Private
! Attorneys 75 1.8
: 15. Small Claims Court 6 .1
. 16. Trade Associations ; 27 .6
17. Other : | 90 2.2
: 18. Other Local District Attorneys/
: Prosecutors' Offices 63 1.5
; 19. NDAA Economic Crime Project -
‘ Center, Chicago 7 .2
Agency Not Specified 190 4.6
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TABLE 3.10

AGENCIES MAKING REFERRALS RESULTING IN

INVESTIGATIONS (N = 4,168)
(42 Units, February, 1979 through June, 1980)

Total Referrals
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and "no action" with respect to others.
another aspect of the investigation could be closed with the
filing of criminal charges against the remaining targets, and
reported to the ECPRS as a second closing in the same
investigation. The results presented below do not explicitly
document the various combinations of multiple closings,
although the number of multiple closings can be estimated {N =
732 or 6.9%).

Table 3.1l shows the distribution of outcomes obtained in
closed investigations. As indicated here, closings primarily
take one of two extremes, either they are closed
administratively (40.8%) or they are filed as felonies,
misdemeanors, or civil cases (39.7%). A relatively small
percentage of investigations are closed through remedial
action, restitution, or referral, although cumulatively these
account for the disposition of approximately 19.5% of all
investigations.

A total of 890 investigations were closed involving the
payment of restitution. The total dollar value of the
restitution received was $2,552,126. The average amount of
restitution paid was $2,467.59, with a standard deviation of
$16,233.13. Restitution ranged from a low of $2.00 to a high
of $286,743. The median restitution was $238.17. Units were
instructed to record the amount of restitution only where the
person or organization being investigated agreed to (1) pay
money to victims, (2) replace something of value, or (3)
perform a service for which the victim already paid (e.g., a
satisfactory car or appliance repair). In the latter two
instances, units were advised to record the price or the
present market value of the item replaced or service
performed. Restitution, however, was not to include either
"symbolic restitution” through community service or situations
in which the person or organization agreed to cancel a future

obligation (e.g., payments on a lifetime dance studio
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TABLE 3.11

TYPE AND PERCENT DISTRIBUTION CF INVESTIGATION
CLOSINGS (N = 9,950)

(42 Units, February, 1979 through June, 1980)

Type of Closing Number@ Percent
Closed Administratiwvely ;4'360 40.8
Remedial Action 324 3.1
Restitution 890 8.3
Referral 867 8.1
Case Filed 4,241 39.7

TOTAL 10,682 100.0

aNumber of investigation closings exceeds 9,950 because

of multiple closings.
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contract). In 30 investiéations the amount of restitution was
not reported. ,' |

ECP units also referred 867 matters to other agencies.
Table 3.12 characterizes the types of agencies to 'which the ECP
units referred investigations. As can be observed in this
table, most (18.6%) investigations were referred to local
investigative, police, and law enforcement agencies, followed
by state regulatory agencies, and then to small claims court.
These three agencies received almost half of all referrals from
the ECP units. As noted in Table 3.12, the ECP units failed to
identify to what agency 6.6% of all investigations were
referred. :

Cases were filed as a result of 4,257'investigations.
Units were instructed to indicate whether civil‘charges
(including filings for administrative hearings if the office
had jurisdiction to begin administrative hearings), felony
charges, or misdemeanor charges were filed. A felony was
defined as any crime punishable by a sentence of one year or
more, whereas "misdemeanors" were limited to crimes punishable
by a sentence of one year or less. 1In most states;
misdemeanots are punishable by a sentence of no more than one

year. 1In a few states, some misdemeanors are punishable by

more than one‘year (e.g., "high misdemeanors" in New Jersey).
Consequently, units were asked to distinguish felonies and
misdemeanors on the basis of maximum statutory sentence, rather
than the sentence the unit requested.

The data reveals that between February, 1979, and June,
1980, 2,689 investigations resulted in the filing of felony
charges, 1,134 resulted in misdemeanor cases, and 363 led to
civil litigation. These data also confirm that the ECP units .
failed to identify the type of case filed in 17.7% of the
investigations closed with case filings. The numbers and types
of cases filed are presented in Table 3.13 - ‘
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TABLE 3.12

ECP UNIT REFERRALS OF INVESTIGATIONS TO OTHER AGENCIES

(Number and Percent Distribution)

(N

= 867)

(42 Units, February, 1979 through June, 1980)

Total Referrals

Agency Referred To Number Percent
Consumer Protection Agencies
1. State Agencies 7 0.8
2. Local Agencies 13 1.5
3. Non-government/Business/
Consumer groups 4 .5
Regulatory Agencies
4. Federal Agencies 19 2.1
5. State Agencies 91 10.5
6. Local Agencies 8 .9
Investlgatlve/Pollce[Law Enforcement
Agencies
7. Federal Agencies 67 7.7
8. State Agencies 31 3.6
9. Local Agencies 161 18.6
Attorneys/Prosecutors
10. United States Attorneys (Federal) 20 2.3
11. State Attorney General- ,
Consumer Protection/Fraud Unlts 61 7.0
12. State Attorney General (other than :
Consumer Protection/Fraud Units) .59 6.8
13. Local/Municipal Government
Attorney's Office (for example, 64 7.4
Corporation Counsel, New York Clty :
14. Legal Services or Private
Attorneys 59 6.8
15. Small Claims Court 82 9.5
16. Trade Assoc1at10ns 1 o1
17. Other 29 3.3
18. Other Local District Attorneys/
Prosecutors' Offices 34 3.9
19. NDAA Economic Crime Project
Center, Chicago 0. 0
Agency Not Specified 57 6.6

132

o

TABLE 3.13

TYPE OF CASE FILING FOLLOWING AN INVESTIGATION

(N = 2,293)

(42 Units, February, 1979 through June, 1980)

Type of Fil@ng Number Percent

Civil 363 8.5

Misdemeanor 1,134 26.6

Felony 2,689 63.2

Filing Unknown 71 1.7
133
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G. Further Analyses of the Subject Matter of Economic Crime-
At this time, it is appropriate to undertake further

analyses of these data focusing on- the relationship between the

subject matter of the economic crimes and other variables

pertaining to investigative activities including targets,
victims, source of investigation, and the closing or .
disposition of an investigation. These analyses are intended
to provide further insight into nature and extent of econemic
crime processed at the investigative level. 1In a subsequent
section of this report attention will be directed to case
processing.

Before proceeding with these analyses it is important to
offer several cautionary notes. First, the actual incidence
and prevalence of economic crime of various types remain
Victims may not know they have been victimized or may
this is much more likely to be
true in economic crime than in "street" crime. Where the
victim does come forward, he or she may not know the identity
or whereabouts of the perpetrator. Thus, the ECPRS provides a
means of estimafing the f¥ue rates for the investigation'or
prosecution of certain crimes, but not the victimization
rates. A given crime can very well be much more prevalent than
it appears according to the data that are reported to the ECP.
Similarly, there is no firm basis to generalize the results

As described above, those

unknown.
be reluctant to come forward;

presented here to the entire U.S.
units which participated in the ECPRS are by no means
representative of district attorney's offices across the U.S.
At best, the sample is judgmental, and any generalizations
should make note of this fact.

In the tables which follow, the number of investigations
(N) will vary from tabulation to tabulation. This occurs |
because only observations (investigations) with complete data
on both variables of interest are tabulated. If an observation
lacks data on one or both variables'beihg tabulated, the

entireobservation is deleted from the analyses. This is not a
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crimes.

major problem in this study as the percentage of observations

which are deleted remains very small. Other notes necessary to

assist with the intrrpretation of each table have been included
on the appropriate tables.

In Table 3.14, an attempt is made to identify what types of
targets are most often associated with what types of economic
Table 3.15 facilitates this endeavor in that each
economic crime is ranked according to the target of
investigation.  In both of these tables it can be seen that
individuals are most likely to be victims in cases which
involve corruption and theft, followed by finance and credit,
hou51ng, land, and real estate, fraud of government and
utilities, and fifth, investments.
businesses or institutions are most
somewhat different, as expected.
practices is first,

The types of crimes
likely to be victims of are
Crime associated with trade
followed by sales and repairs, housing,
land, and real estate, corruption and theft, and investments.
Tables 3.16 and 3.17 identify in which erimes individuals,
businesses and institutions, and the government are most likely

‘to be found as the victims. As expected, there are some

differences, although with regards to several of the crimes
(e.g., theft and corruption) each of the types of victims are
ranked high. 1In some cases, the type of victim involved is
limited to a single crime category (e.qg.
corruption, governmen: and fraud).

business and

On the other hang,

individuals are often the victims of a wide array of crimes,
Table 3.18 indicates the source of an investigation for

each of the economic crimes. Two percentages are presented in

~each cell of this table, and each has a distinctively different

interpretation. Of these percentages, the column percent

figure (the second listed) is, perhaps, the most interesting.
For example, examining the first column it can be seen that
61.0% of all investigatibns dealing with investments are the.
result of complaints and inquiries, 16.4% from proactive
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TABLE 3.14

SUBJECT OF INVESTIGATION TABULATED BY TYPE OF
TARGET OF of INVESTIGATION (N = 14,122)
(42 Units, February, 1979 through June, 1980)
(Column Percentages Indicated in Parentheses)

Target of Investigation
- '
Subject of Investigation
Investments 540 468 865
( 5.3)% ( 8.1%) ( 6.1%)
Finance, Credit = 1,206 194 1,344
(11.8%) ( 3.3%) { 9.5%)
Computer Related 16 1 16
( .2%) ( .0%) ( «1%)
Insurance 406 93 454
( 4.0%) ( 1.6%) ( 3.2%)
|corruption, Theft 3,884 884 4,260
(38.1%) (15.3%) (30.2%)
Fraud of Government, 806 103 873
Utilities ( 7.9%) ( 1.8%) ( 6.2%)
Trade Practices 471 1,477 1,758
( 4.6%) (25.5%) (12.4%);
(cgntinued)
136
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TABLE 3.14 (continued)

Subject of Investigation

Tarjet of Investigation

House, Land, Real Estate

Health, Medical Care

Sales and Repairs

Personal, Professional

Services

Other, Unknown

COLUMN TOTAL

1,195 968 1,698
(11.7%) (16.7%) (12.0%)
72 72 127
( .7%) ( 1.2%) ( .9%)
474 1,045 1,313
( 4.6%) (18.0%) ( 9.3%)

119 134 216

( 1.2%) ( 2.3%) ( 1.5%)
1,016 354 1,198
(10.0%) ( 6.1%) ( 8.5%)
10,205 5,793 14,122
(72.3%) (41.0%)

(100.0%

464 Missing Observations

NOTE:
responses.

targets appear in both columns.

Percents and totals are based on respondents; not on
Thus, investigations involving both types of
This explains why the

column percents sum to over 100 and why the frequencies in
a column sum to more than the column total.
frequencies can sum to the row total if each case has only

one item in each row.

137

The row

s v

e

i B

S e A



LY

4
s

i o T

é |
TABLE 3.16 . -
' TABLE 3.15 SUBJECT OF INVESTIGATION TABULATED BY VICTIM 5
4 . ; OF INVESTIGATION (N = 14,586) H
) , (42 Units, February, 1979 through June, 1980) ;
SUBJECT OF INVESTIGATION RANKED ACCORDING TO 8 . " }
g TYPE OF TARGET OF INVESTIGATION (Column Percentages Indicated in Parentheses) : -
(N = 42, February, 1979 through June, 1980) ;
: Victim of Investigation §
Rank According to Target i
Involvement o
|
N
4 Businesses or §
Subject of Investigation Individuals Institutions “
Investments 6 5 ; Subject of Ipv?stlgatlon
Finance, Credit 2 7 :
; Investments 758 74 92 817
Computer Related J 12 12 ( 8.9%) ( 1.9%) ( 8.1%) ( 6.2%)
Insurance 9 10
. v Finance, Credit 363 991 18 1,333
Corruption, Theft 1 4 | ( 4128)  (26.0%8) ( 1.2%) (10.1%)
Fraud of Government, Utilities 5 9
, ) Computer Related 2 13 3 16
Trade Practices u 8 1 . ( .0%) ( .3%) ( .2%) ( .1l%)
House, Land, Real Estate 3 3 ,
L ~ i |Insurance_ 187 250 15 434
Health,VMedlcaL Care; 11 11 . ? (" 2.23) (" 6.6%) ( 1.08) ( 3.3%)
Sales and Repairs 7 2 i
. : | i |Corruption, Theft 2,176 1,802 396 4,185
Personal, Professional Services 10 | g‘ ? . (25. 43) (47.3%) (26.5%) -(31.7%)
[other, Unknown 4 6 g ‘ -
; Fraud of Government, 111 104 682 879
¥ Utilities ( 1.3%) (- 2.7%) {45.6%) ({ 6.7%)
| |Trade Practices 1,586 266 30 1,726
i : (18.5%) ( 7.0%) ( 2.0%) (13.1%)
by b : ,
3 (continued)
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TABLE 3.16 (continued)
Victim of Investigatiéh

|

? Subject of Investigation

; House, Land, Real Estate 1,526 94 23 1,605

{ (17.8%) ( 2.5%) ( 1.5%)  (12.2%)

i Health, Medical Care B4 27 31 120

g ; ( 1.0%) ( .7%) ( 2.1%) ( .9%){:
i Sales and Repairs 1,154 53 14 1,205

: (13.5%) ( 1.4%) ( .9%) ( 9.1%)

|Personal, Professional 479 27 7 204
Services ( 2.1%) ( .79%) (. .5%) ( 1.5%)

Ry Other, Unknown G427 110 185 669

) - ( 5.0%) ( 2.9%)  (12.4%) ( 5.1%)
b CELUMN TOTAL - 8,553 - 3,811 1,496 - 13,193
‘ £ e (64.8%) (28.9%) (11.3%) (100%)

: 1,393 Missing Qbservétions  i

%j NOTE:. Perceﬁts,and'tbtéLs are based on“respbndents, not on

. . responses. -Thus, inwvestigations involving. both types of

 targets appear. in both columns. This explains why the column

e “percents sum to over 100 and why the frequencies in a column
I sur to more than the column total. The row frequencies can
- sum to the row total if each case has only one item in each:

s rowv. o o :
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TABLE 3.17 v
SUBJECT OE INVESTIGATION RANKED ACCORDING TO VICTIM
(42 Units, February, 1979 through June, 1980)
Rank According to Victim

g Involved
é . . _ Businesses or
%: Subject of Investigation Individuals Institutions Government

Investmerits 5 8 4
‘% Finance, Credit 7 2 8

Computer Related 12 11 12
¥ In
! surance 8 4 9
H |Corruption, Theft 1 1 2

Fraud of Government,

Utilities 10 6 1

Trade Practices 2 3 6
é House, Land, Real Estate 3 7 7
! |Health, Medical Care 11 10 5
€ Sales and Repairs 4 9 10
f Personal,kProfessiQnal =9 10 11

Services :

Other, Unknown 6 5 3
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SOURCE OF INVESTIGATION

TABLE

3.18

TABULATED BY SUBJECT OF INVESTI'GATIONa
{N = 14,586)
(42 Units, February, 1979 through June, 1980)

SUBJECT OF INVESTIGATION

ROW
TOTAL

7508
(61.5%)

598
( 4.9%)

3426
(28.1%)

667

{ 5.5%)

12199

( 4.33) (100.0%)

" 2
B .= g 2
(5]
SOURCE g 7 & g g 8§§ i g . 20l
(3] Y e EE g B ZH H ~ K mg [ ZW0NU B
A 71 EH 3 paEH 5 4 A 8 U m o omH % O
oF € |25 |83 | 5 |&E ad | a8 | gg 29 | HoF | 25E | e
& el g4 z OE éog ) OE g sZy ] & [ g
INVESTIGATION H O 0 H o O € o (3 0 amnw | O
475 503 6 186 2294 172 1179 1208 42 1039 152 ‘252
INQUIRY/COMPLAINT ( 6,3%) { 6.7%) {( 0.,1%8) | ( 2.5%)] (30.6%) ] ( 2.3%) [(215.7%) 1(16.1%) | ( 0.6%) {(13.8%)}( 2,0%) |( 3.4%)
(61.0%) |(3B.6%) [(42.9¢) | (44.0%)}(61.0%) | (21.2%) |(73.0%) {{60.6%) | (35.63) }(89.7¢) {{75.6%) |(48.6%)
' 128 25 0 25 1017 24 146 39 i 19 44 7 40 .
PROACTIVE INVESTIGATION (21.4%) |( 4.28) J( 0.0%) | ( 4.29)| (16.4%) | ( 4.0%) [(24.4%) {( 6,59 |.( 3.29) |( 7.49 }( 1.2%9) |{ 6.7%)
(16.4%) [ 1.9%) }( 0.0%) ] ( 5.9%)1( 0.8% ( 3.0%) }( 9.08):( 2.6%) ] (16.1%) {( 3.8%) |( 3,59 ( 7.7%)
r- .
’ 155 476 7 190 1212 557 256 229 51 58 33 202
AGENCY REFERRAL ( 4.5%) [(13.9%)]( 0.2%) ] ( 5.5%)] (35.4%) § (16.3%) |( 7.5%)§( 6.7%) | '( L.5%) {( 1.7%) {( 1.0%) [(*5.9%)
(19.9%) [(36.5%) [(50.0%) | (44.9%)}(32.2%) (68.7%) |(15.9%) §(15.3%) | (43.2%) §( 5.0%) |(16.4%) }(38.9%)
) ) ' ] - 25
MULTIPLE SOURCES ( 3.1%) K45.0%) J(-0.1%) | ( 3.3%){(22.29) ] ( 8.7%) J( 4.9%) j( 3.3%) J ( 0.4%) {( 2.5%) |( 1.3%) K 3.7%)
( 2.7%) |(23,0%) |( 7,1%) | ( S5.28)f ( 4.1} | ( 7.2%) |( 2.0%) [( 1.5%) { ( 5.1%) |( 1.5% [( 4.58) | 4.8%)
'COLUMN 779 1304 14 423 3760 . 811 1614 149¢ 118 1158 201 519
TOTAL ( 6.43%) (10.7%) ( 0.1®) ( 3.5%) (30.8%) ( 6,6%)  (13,2%) (12,3%) ( 1.0%) ( 9.5%) ( 1.6%)
2,387 Missing Observations
‘Due to single precision calculations and rounding errors; pergentagea may not to%al 100.0.
3Row percentages, then column percentages indicated in parenthéses; thus, 6,3%‘05‘-
inguiries and complaints inveolved investments, while 61.0% of investment hatters began- by
inquiries. and complaints. ‘ : ‘ . ’
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investigations, 19.9% from agency referrals, and 2.7% from
multiple sources. For all crimes, the source of investigation 5
is most likely to be a complaint or inquiry (61.5%) but fraud :
of government investigations most frequently result from ;
referrals (68.7%) and only 21.2% of these investigations arose Lﬁ
from complaints or inquiries. Other investigations are equally
as likely to be a result of two sources, although not multiple

. : 5 sources, For example, insurance-related investigations result

from inquiries and complaints 44.0% of the time and from agency
2 referrals 44.5% of the time. | ’

‘The row percentages reveal what proportion of each source é
of investigation is attributable to which crimes. Proactive

investigations, when serving as the source of an investigation, :
-~ B P % mast frequently involve trade practice viclations (24.4%). The

R

most common subject-matter of agency referrals is corruption

s st

e | | . and theft (35.4%). Inquiries and complaints most frequently
' ' ' ' "involve crimes related to corruption and theft (30.6%). | ¥
, é Multiple sources are frequently the source of investigation for |
% finance and credit crimes (45.0%). In short, by examining the ,
column percentages it is possible %o identify the sources for ~ t
the investigation of each crime, ‘ : ?
Table 3.19 is a tabular presentation of the status of all |
investigations as of the end of June, 1980. As ncted in the |
table, investigations could have closed administratively, by é .

remedial action, through restitution., through referral to 1
another agency, or by a case being filed. The table also 5 N
- indicates whether the investigation is pending. 1In this table
it can be observed that, of the investigations closed
administratively, 27.1% have involved corruption or theft, '
13.1% trade practices, 11.3% sales and repair, 11.2% housing, ;. BTN R
land, or real estate, and 7.3% finance and credit. Of the }‘?;
investigations closed through remedial action, 19.8% involved ‘ o
trade practices, 18.8% sales and tepair, 13.6% housing, land,
and real estate, and 8.0% corruption and theft. Of the
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TABLE 3.19 ;
coasger ok INVESTIGATIC;!;I“’;‘AJ;ULATED 'By; . ' investigations closed through restJ:.tution, 24.6% involved sales
AND nxsposarngnlgfsglgasrmmmt« and repair subject-matter, 20.1% finance and credit, 12.4%
(42 Units, February, 1979 through June, 1980) housing, land or real estate, 12.4% trade practices, and 12.4% .‘
a corruption and theft. Investlgatlons led to referrals in 36.7% - §
STATUS OF INVESTIGATION of crimes involving corruption and theft, 10.7% of those ;
. CLOSED o PENDING | involving sales and repair, 10.7% involving finance and credit, f
' R i = I% 10.6% involving housing, land, and real estate, and 6.0% ?
SUBJECT J’E 3 é g R o , involving investments. Cases were filed in 33.4% of the gl
oF 828 38 3 = %‘mg 5 W i investigations involving corruption and theft, 12.6% of those i
INVESTIGATION §_§§ §§ : § é 8%5 ‘5 TOTAL : related to finance and credit, 11.5% of those involving
INVEETMENTS 192 15 26 52 235 370 373 18 housing, land, and real estate, and in 9.5% of those involving
; ( 4.49 . ( 4.5 | (299 | (6.08 |l 5.68 ) (8.09 (6.00) * fraud of government and utilities,. The status of other !
FINRNGE, CREPIT (73w | Casw | zom | (otaw fooew | ¢ e | 34, investigations by the type of case filing can be interpreted
CONPITTER RELAZED ( o.i%) ( o.gs) ( o.g%f { o.ga) (“o.kg%)’ ( o.;%) 7( o%gs) accordingly.
' ' Table 3.20 is a tabulatlan of the subject matter of
TNSURANCE ( %?é%}* ( 1.2%) ( 1).%%) ( 2?%%) (é%a) ( %?39 réfig) 1nvestlgatlons by the type of case flllng. This n_ble
CORRUPTION, THEFT 1180 26 110 318 - | 1392 1430 4239 indicates how the varlous types of economic crimes are flled
: (27.1%) | ( 8.0%) | (12.4%) | (36.7%) [(33.4%) | (30.8%) | (23.4%)
: ; - after an 1nvest1gatton has taken place. 1In some instances,
FRAUD oF GOV'.r' TIILITIES X ijg%) ( l.g%) ( 1].72%) { 5?2%) ( g?g‘%)‘ ( g?g%) { g?i% ) units failed to record the type of case filing and this is also
 TRADE PRACTICES (13‘:’2%) (,14:63‘%) (112.%2%) . sh?g‘_%s » (";3..33%) (lgog%) (ﬁ?g%) ‘tabulated. As noted here, 63.5% of all civil filings involved
, ~ - e trade practlces, as did 16.7% of all misdemeanors filed. The
HOUSE, LAND, REAL ESTATE \(141*.3;%) (13‘.“;%‘) (1;%2%, (10?2%) (klfgs) (3w | 3% largest proportion of felony filings involved corruptlon and
ey =T ~ e ] ¢ " ag iy 130 . theft matters (46.0%). Flnally, multiple flllngs, for the most
: (0.9 | (1.29) | (o.78) | Co.78) (¢ 098] (0.9%) | (o0.98) part, were in response to crime 1nvolv1ng corruptlon and theft
SALES AND REPAIR St et | 0oy 0208w | 28w ot ) and hou51ng, land, and real estate. A i
SERvicRs | oolONRE Culen | 3w | Catew | e Jeatiw | Tt | B VII. CASE PROCESSING i
. OTRER, MIROW (,1;?3%) (zz?é%i ( a?i%) ( s?gu ( ge‘;%) < 335%) ‘ &gsg%) | o o | ]
: : : .‘ ’ This section of the report describes in detail and analyzes o
o (25u9%) i‘(zg?g%) (0% (5w (283 (3liew Haocon the litigation activities of the 42 units. The units “led i
' : : o N ' ' 3,626 felony cases, 987 misdemeanor cases, 407 civil cases, and .
NOTE: Percents and totals are based on respondents, not on responses.“ This éxpiams why 193 other cases for which the type of £ lllng was not Ji
ot ok parcanss sm b7 over 100 md iy the Jracusncies i & sslam s b mors specified. The subsequent processing of these cases is. P
135.0 may not because of rounding eczoss inherent in single sraciaion salcuiavions. Gepicted in Figure 3.3, below. Separate | {0
aPércentggges in parezitheses are percentages of all investigations. -
145
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TABLE 3.20

SUBJECT OF INVESTIGATION TABULATED BY
TYPE OF CASE FILING
(N = 4091 )
(42 Units, February, 13979 through June, 15980)

TYPE OF CASE PILING®
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OF wEm | Be ag ga =k a=a |
A > [ZR%| e > UH:Q-J ROW
INVESTIGATION 28R | g g5 R 31> $ZF |rorar |
INVESTMENTS 12 24 92 110 0 Y 238 i
(8.8%) {( 6.8%) | ( 9.9%) [( 4.3%)| ( 0.0%) { ( 0.09|( 5.88%) !
FINANCE, CREDIT 14 1 206 313 0 1| 535 - !
0.3%) J( 0.3%) | (22.1%) [(12.2%)] ( 0.0%) | ( 1.08|(13.1%) 3
COMPUTER RELATED 0 0 1 5 0 0 6 |
- (0.0%) |( 0.0%) |( 0.1%) {( 0.2%)| ( 0.0%) | ( 0.0®{( 0.1%)
INSURANCE 11 0 12 143 0 1! 167
(B.1%) |( 0.0%) [( 1.3%) [( 5.6%)| ( 0.0%) | ( 1.0®|( 4.1%) i
CORRUPTION, THEFT 58 11 89 1183 1 77 | 1419
, (42.6%) | 3.1%) | ( 9.6%) |(46.0% 0.3%) | (80.29(34.74%) ]
FRAUD OF GOVT, 12 3 140 248 0 0 403 |
UTILITIES ( 8.8%) |( 0.8%) [ (15.0%) |( 9.6%)| ( 0.09%) { 0.09|( 9.9%) |
TRADE PRACTICES 16 . | 224 156 | 141 0 s 0 537
11.8%) {(63.5%) | (16.7%) }{{ 5.5%) ( 0.0%) | ( 0.0%{(13.1%)
HOUSE, LAND, -5 137 177 244 2 17 482
REAL ESTATE 0 3.7%) ({310.5%) [ (19.0%} |[{ 9.5% 0.6%) | (17.79|(11.8%)
HEALTH, MEDICAL CARE - | 4 14 9 15 | 0 0 42 ..
(2.9%) | 4.0%) | (.1.0%)]( 0.6%)} ( 0.0%) | ( 0.09]( 1.0%)
SALES AND REPAIR 4 3 26 48 0, 0| 108
: (2.9%) |( 8.8%) | ( 2.8%) |{( 1.98){ ( 0.0%) | ( 0.09|( 2.7%)
PERFONAL, PROFESSIONAL 0 2 6 | 24 0 0| 32
SERVICES (0.0%) |( 0.6%) | ( 0.6%)|( 0.9%8){ ( 0,0%) | ( 0.0%|( 0.8%)
i OTHER, UNRNOWN o 6 18 97 0 0 121 : SR ) .
! , 60.0%) 1€ 1.98) {( 1.9%) [( 3.8%)} ( 0.0%) | ( 0.09|( 3.0%) : S e SR
: ' coumn - 136 - 353 932 2571 3 96 4091 N A o R "
TOTAL (3.3%) ( 8.6%) (22.8%) (62.9%) ( 0.0%) ( 2.4%Q00.0%) : '
’ ; S ) C
0 °
“
@percentages in parentheses are column percentages of all investigations:
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AYPE OF FILING TYPE OF PROCEEDING
3,626 2,112 NO PROCEEDINGS
7 FELONY FILED CLOSED OR TRIAL
)
a
3
=
-rf
o
[+
987 o 490 8
] MISDEMEANOR FILED CLOSED NEGOTIATIONS ~
NO TRTAL
507 178
z ~—————#] CIVI}, CASE FILED CLOSED NON-JURY TRIAL
~J
193 CASE FILED 149
—_—— SE FILE CLOSER JURY TRTAL
TYPE. NOT SPECIFIED
(Type proceeding not
specified: 642 cases)
FIGURE 3.3
FLOW CHART: UNIT LITIGATION ACTIVITIES
(42 Units, February 1979 through June 1980)
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? PENALTIES/REMEDIES
i CASE OUTCOMES OBTAINED
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}
! FELONY VERDICT
. . PRISON OR JAIL
2s)
i m FELONY PLEA
5
,\\r f\'f’
MISDEMEANOR YERDICT
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5 PROBATTON
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. ,§‘ CIVIL JUDGMENT " - 666
. . , T FINE, PENALTY
‘ INJUNCTION, {Jb
, “a EQUITABLE RELIEF ¢
A ;
ACQUITTAL -
RESTITUTION .
- DISMISSAL/
oo, . CASE DROPPED
Q2 - - :
(75 - defufred Judgment; Amount of fines, penalties,
329 - missiung data) Judgments, and restitutions
obtained:  $12,920,000
. .. FIGURE 3.3 (continued)
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Subsections of this chapter describe in more detail the units'
handiing of these categories of cases.

A. Case Filings
l. Number of Cases Filed.

As stated, the units filed a
total of 5,213 cases. Some 4,257 (or 81.7%) of these were the
result of investigations described in the last section of this
report. The type of case filed is indicated in Table 3.21.
The units had 1,067 filed cases pending when the ECPRS was
instituted in February of 1979, and filed 4,146 more in the
17-month period from February 1979 through June, 1980. The
number of cases pending on February 1 ranged from lows of '
1l case each for three units to a high of 115 cases. Filings
per month in the 17-month period ranged greatly, and this
fluctuation appeared random.

2. Subject-Matter of Cases. As was explained in the

" section on investigations, above, cases were classed by

subject-matter into 11 broad, generic categories (e.g.,
investments, finance and credit, fraud against government or a
utility), each of which was subdivided into narrower
categories. For example, the investment category included
advance-fee schemes, business opportunity schemes, Ponzi
schemes, securities cases, commodities cases, cases involving
precious metals and gems, and other investment schemes. The
subject-matter of the case was indicated in 4,757 cases
(91.3%). Table 3.22 indicates the frequency with which each
broad category of subject-matter was involved. For the seven
largest categories, the number of cases within each subcategory
is also shown. Within each category, one or two types of cases
account for the major share of the cases.

Once these major subject-matter subcategories are broken
out separately, a different pattern emerges. Table 3.23 lists
in rank order of frequency all general categories excluding
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TABLE 3.21

TYPE OF CASE FILING, IN CASES FILED AT CLOSE OF
REPORTED INVESTIGATION AND IN ALIL CASES
(42 Units, February, 1979 through June, 1980)

e Y

'Number Percent
Felony 3,626 69.6%
Misdemeanor 987 18.9%
Civil 407 7.8%
Type of Filing
Not Specified . 193 3.7%
Total 5,213 1008
[
f
150 !

TABLE 3.22

SUBJECT-MATTER OF FILED CASES IN
RANK ORDER OF FREQUENCY

(N = 5,213) _
‘(42 Units, February, 1979 through June, 1980)

Subject-Matter Number Percent
Corruption, Abuse of Trust
and Theft 2,002 38.4%
1. Bribery of government employee { 15)
2. Commercial bribery ( 12)
3. Conflict of interest ( -2)
4. Misuse of confidential
information { 7)
5. Embezzlement (538) (10.3%)
6. Larceny (935) (17.9%)
7. Misappropriation (210) A
8. Forgery (283)
Financing, Credit and Banking 600 11.5%
1. Bad checks, check kiting (490) ( 9.4%)
2. Inheritance fraud ( 1)
3. Credit cards 1 71)
4. Debt collection { 3)
5. Debt consolidation ( 1)
6. Loans (including mortgage) { 25)
7. Installment purchases ( 9)
- {Fraud Against Government,
Public Agencies, Utilities 590 11.3%
‘|1. Licensing ( 32)
2. Regulatory { 6)
3. Income tax ( 15)
4. Sales use tax { 5)
5. Welfare (325) { 6.2%)
6. Medicaid ( 14)
7. Theft of utility
, Sservice, energy ( 40)
8. Procurement fraud {(153)
(continued)
g 151




TABLE 3.22 (continued)

Subject~Matter o Number Percent
)
Housing, Land, Real Estate,
and Construction - 426 8.2%

1. Home improvement (357) ( 6.8%)
2. Construction ( 25)
3. Landlord-tenant ( 6)
4. Mobile homes ( 3)
5. Real estate/land ( 30)
6. Title law ( 2)
7. Rental locator ( 3)
Trade Practices 376 7.2%
l. Advertising: bait

and switch ( 7)
2. Advertising: general (115)
3. Weights and measures ( 28)
4. Anti-trust, restraint of ‘

trade, price-~fixing ( 16)
5. Deceptive trade practices (158)
6. Coupcn redemption frauds ( 24)
7. Other ( 28)
Investments 292 5.6%
1. Advanced-fee schemes ( 13)
2. Business opportunity schemes (165)
3. Ponzi schemes ( 7)
4. Securities ( 72)
5. Commodities, precious

metals and gems 1 12)
6. Other ( 23)
Insurance 226 4.3%
l. Arson-for-profit ( 67)
2. Life { 7)
3. Accident/casualty ( 62)
4. Other ( 90)
Sales and Repairs 141 2.7%
Health, Medi€al Care 50 1.0%
Personal/Professinal Services 40 0.8%
Computer-related 14 0.3%
Other, unknown#¥* 456 8.7%

*Unknown = 154 cases or 3.0%
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TABLE 3.23

MAJOR SUBJECT-MATTER CATEGORIES AND SUBCATEGORIES OF

FILED CASES IN RANK ORDER OF FREQUENCY

(N = 4,757)
(42 Units, February, 1979

through June, 1980)

Subject-Matter

Number Cases Percent

Larceny 935 19.7%
Embezzlement . 538 11.3%
Bad checks, check kiting 490 10.3%
Home improvement 357 7.5%
Welfare 325 6.8%
Investments 292 6.1%
Forgery 283 6.0%
Fraud against government, public

agencies, utilities, 265 5.6%

excluding welfare
Insurance 226 4,8%
Trade practices, other than

deceptive trade practices 218 4.6%
fMisappropriation 210 4.4
Deceptive trade practices 158 3.3%
Sales and repairs 141 3.0%
Financing, credit, banking,

excluding bad checks 110 2.3%
Housing, land, real estate, .

excluding home improvement 69 1.5%
Health, medical care 50 l.1%
Personal/professional services 40 0.8%
Corruption, abuse of trust,

theft, other than larceny, 36 0.8%

embezzlesient or forgery
Computer-related 14 0.3%
Other 302 6.3%
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Subcategories accounting for more than 200 cases, and all the
thus-excluded subcategories. Larceny and embezzlement
predominate, together accounting for 31.0% of the cases. Two
other categories, bad checks and welfare fraud, may encompass a
large number of high volume, but "routine" cases, which
constitute less of a resource drain per case than do more
elaborate and complex economic crime schemes. These vategories
account for another 17.1% of the units' caseload. Daté were
not gathered to permit us to distinguish between welfare
provider and recipient fraud, or between second-offense bad
checks in an existing account and more elaborate and costly
check-~-kiting schemes.

Further detail on the subject-matter of cases and the
results obtained in cases &ithin these subject-matter

categoriesis provided in Section VIII, below.

B. Defendants and Victims

As mentioned in the section on investigations, above,
white-collar crime frequently involves a scheme or artifice by
several individuals. Help from others may be required.
Legitimate businesses or "dummy corporations" may also be
involved. Similarly, the victim of the crime, be it an
individual, a business, or a government agency, may not
willingly come forward--or. may not even know he, she, or it has
been victimized. It is not always easy to tell how large or
complex a scheme is, even when the investigation is completed
and a case is filed. Thus, it is frequently difficult to
estimate how many or even what type of defendants or victims
may be involved. v ‘

We obtained data on the types of defendants and victims in
the cases filed by the 42 units in the study group and
attempted to gather information on the actual number in each
case, but in many cases thewunits could only specif§ that one
or more of each category of defendant 6: victim was involved.

Thus, we present data on the types of defendants and victims

154

> i e R

involved in each case, and data on the number of victims and
defendants in those cases where units supplied this data, but
we cannot project from this‘sub-sample of cases to determine
the total number of victims or defendants involved.

1. Defendants. Because of the nature of white-~collar
crime, cases may be filed against business entities or
organizations as well as individuals. Units provided data on
the types of defendants involved in 4,711 (94.2%) of the %,002
cases which did not involve multiple closings. Individual
defendants were involved in 4,427 or 94.0% of these cases. By
contrast, individuals were targets in only 65 of the
investigations. Businesses were defendants in 758 (15.7%) of
the cases, most of which (460, or 9.8% of the cases) involved
individuals as well. This is a smaller percentage than at the
investigative stage; businesses were targets in about 40% of
the investigations, and both individuals and businesses were
targets in 18.4%.

Units provided more detailed information on multiple
individual defendants in 13.0% (550) of the 4,427 cases
involving individual defendants. Of these, 303 (55.3%)
involved two defendants; 67 (12.2%) involved three; 122 (22.3%)
involved four; 13 (2.4%) involved five; 17 involved six to
nine; 7 involved ten .defendants; and 19 involved more.
Information on multiple business defendants was provided in 39
of the 758 cases involving business defendants. Nineteen of
these involved 2 businesses, eleven involved 3 to 5 businesses,
and nine involved 8 to 20 businesses. Thirty-seven of these 39
cases involved 2 or more individuals, as well. Eighteen
involved 2 to 5 individuals and 2 to S,businesses.' Four were
yet more complex, involving 3 to 20 businesses, as well as 6 to
34 individuals.

2. Victims. Units provided information on the types of
victims in 4,592, or 88.1%, of the 5,213 cases filed in the

17-month period of this study. Of these, 2,251 (49.0%)

‘involved individuals; 1,682 (36.6%) involved businesses; and
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659 (14.4%) involved government. Most cases’ involved only one
type of victim. This was true of 2,064 of the 2,251 cases
involving individuals (91.7%); 1,493 of the 1,682 cases
involving businesses (88.8%); and 611 of the 659 cases

Of the 367 cases (or 9.2%)

involving more than one type of victim, 189 involved both one

involving government (92.7%).

or more businesses and one or more individuals as victims. The
types of victims are indicated in Table 3.24.

Differences exist between the types of victims reported at
the investigative stage and the types reported in cases.
Individuals were ihvolved (alone or in combination with
businesses or government) in at least 64.6% of the
Businesses were
victims in 28.8% of the investigations, and 36.6% of the

investigations, but only 49.0% of the cases.
cases. While government agencies were the reported victims in
11.5% of the investigations, they were the victims in 14.4% of
the cases. Note that the percentage of individual targets or
defendants declined by, 29 percentage points between the
investigation and litigation stages, while the percentage of
individual victims decline@fby 15.6 or more percentage points.
More than one type of victim were involved in about 5% of the
investigations and about the same proportion (8.3%) of the
cases. The combination of individual and business victims
predominated in both instances.

In 673 of the 2,251 cases in which individuals were

. involved (or 29.9%), more detalled information on multlple

victims was provided. These data are displayed in Table 3.25,

below. Some 44.3% of these cases involved 5 or more individual
victims, with 16.8% involving over 20 individuals and 13.4%
.In 123 of these 673

cases (18.3%), other types of victims were involved as well, as

involving over 25 individual victims.

will be elaborated on in the discussion of data on cases
1nvolv1ng both multiple numbers and multiple types of victims.
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TABLE 3.24

TYPES OF VICTIMS IN FILED CASES
) (N = 4,590 of 5,213 Cases)
(42 Units, February, 1979 through June, 1980)

= TN WA IO T

=yt

e e e

Neither
Business nor} Business | Government | Both Business
Government Involved | Involved and Govern-
Involved ment Involved
Individual(s) 2,064 189 100 6
Involved (44.9%) (4.17%) (2.1%) (0.1%)
No
Individuals Not 1,600 559 72
Involved Applicable (34.9%) (12.2%) (1.6%)
1,791 659 78
({39.0%) (14.4%) (1.7%)

157

“Q i

R

Py R

PSOSELEET A

e

e et o i e o



i

D e ey

gy,
e

ot e

With regard to cases in which businesses were victimized,
more detailed information was provided regarding multiple
business victims in 331 of the 1,682 cases involving business
victims (or 19.7%). Table 3.40 presents the data on these
cases. Some 43.8% of the cases involve four or more business
victims, while 19.4% involve ten or more. In 28 of these cases
involving more than one buéinesé victim (or 17.9%) other types
of victims were involved as well.

Multiple victimization of governmental agencies was
reported for 34 of the 611 cases (5.6%) involving government
victims. Seven involved 2 agencies, eleven involved 4 to 6
agencies, and fifteen cases each involved 9 or 10 agencies. 1In
77 cases of government victimization, several individuals were

also victimized, in cases involving from 2 to 18 individual =~

victims. Three of these involved businesses as well. The
other two involved governments, and 10 to 18 individuals, and 4
businesses. One of these cases involved 4 to 6 governments, 6
individual victims and 6 to 9 businesses.

Of the 367 cases which involved more than one type of
victim, information was provided in 152 cases to indicate that
more than one individual, more than one business, or more than
one government agency was involved, as well. These cases
represent 3.3% of the caseload of the units, but one would
expect that, because of their complexity, these cases involved
a considerable amount of effort by unit staff. Eleven cases
involved two to five individuals and two to five businesses,
one of which also involved a government agency. Three more
cases with two to four business victims involved larger numbers
of individual victims--from 7 to 24. The most frequent pattern
involved cne business victim and two or more individual
victims. There are 23 cases in this category, fourteen with 2
to 5 individual victims; four more with between 7 and 20
individual victims (in one of which the government was also a
victim); three with between 20 and 50 victims; and two with
more than 100 %%dividual victims. ©Some 12 cases were even more
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TABLE 3.25

NUMBER OF INDIVIDUAL VICTIMS IN CASES INVOLVING

MORE THAN ONE INDIVIDUAL VICTIM
(673 Cases)

(42 Units, February, 1979 thro&gh June, 1980)

Number of Number of Percent of
Victims Cases Cases

2 232 34.5%
3 87 12.9%
4 56 8.3%
5 39 5.8%
6 31 4.6%
7-9 36 5.3%
10~-18 : 79 11.7%
20~-24 23 3.4%
25-50 30 4.5%
51-100 14 2.1%
Over 100 46 6.8%
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TABLE 3.26

NUMBER OF BUSINESS VICTIMS IN CASES INVOLVING
MORE THAN ONE BUSINES S VICTIH
(193 Cases)
(42 Unlts, February, 1979 through June, 1980)

Numoef of Number of Percent of
Businesses Cases Cases

2 | | 125 37.8%

2 61 - 18.4%

4 26 . | 7.9%

5 ESK o 6.9%
6-9 | | 32 9.7%
10 o 37 11.2%

12-40 | 27 | 8.23
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accounted for 149 (or 5.1%) of the closings.

,\\\_\

complex. Four of these involved 6 to 9 businesses, with up to
24 individual victims as well, one also involving 4 to 6
goVernments. Two cases each involved 10 businesses, one also
had over 100 individual victims. Five involved from 12 to 40
business victims, two with between 10 and 24 vietims, and three

in'which between 50 and 100 people were victimized.

CT' Case Dispositions, Penalties, and Remedies Imposed

k The units reported 2,929 case closings, which represent
2,723 (or 52.2%) of the 5,213 cases filed. (There are more
case closings than cases closed because different defendants in
multi-defendant cases may have received different case

dispositions, or cases may have been closed vis-a-vis to
dlfferent defendants at different times.) The vast majority of
these cases were felony filings (2,122, or 72.1%). Closings in
cases filed as misdemeanors represented 490 closings (or
16.8%), while criminal cases in which units did not indicate
whether the filing was a misdemeanor or a felony filing
' Civil litigation
accounted for 178 (or 6.1%) of the case closings. The
peroentage of closings represented by each of these categories
of cases does not differ greatly from the percentage of case
filings represented by each category.

The,percentage‘of civil case filings (188, or 5.5% of all
filings) and closings (114, or 7.4% of allfcgbsings)*is small,
even conisidering that only 45% of the units report handling

.c1v1l litigation (as opposed to 97 5% reportlng that they

prosecute cr1m1nally)
, Units indicated the'type of proceeding
(e.g., jury trlal, guilty plea) and result of the proceeding
(e.g., acquittal, felony verdict, misdemeanor plea) in 1,590
(75.3%) of the 2,112 felony closings.

1. Criminal Cases.

Felony convictions were

3 obtalned in 930 cases (58.5%) while another 342 (21.5%)
'resulted 1n mlsdemeanor convictions.

~Some 26 more resulted in

' ~deferred Judgments (whether at: the misdemeanor or felony levele
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- resulted in cases being filed.

was not specified). Thus, convictions'were‘obtéined in 1,298
(81.6%) of these cases. Of these, 1,023 (64.3%)'were the
result of negotiated pleas. Data on the type of proceedings

and the results of these proceedings are in Table 3.27, which

‘follows. ‘ ~ R

Data on both the type of proceeding and the result of the
proceeding were provided for 427 (87.1%) of the 490 closed
misdemeéanor cases. Convictions (including deferred judgments)
were obtained in 376 (88.1%) of these cases, 287 of which (or
58.6%) were the result of guilty pleas. Table‘3.28'preseh£s
data on the type and result of proceedings in misdemeanor cases.

Of the 149 cases where the type of criminal filing was not

‘indicated, information on the type and result of the

proceedings was provided in 77 cases (51.7%). These cases
accounted for 62 convictions.
presented in Table 3.29.
Overall, convictions were obtained in 1,736 (82.9%) of the
Over half of these (930).were felony
The disproportionately high percentage of felony
filings, the fact that felonies account for an even higher
percentage of the case.closings, and the high conviction rate
would seem to indicate-an effective screening prdcess.'

The data for these cases are

2,094 criminal filings.
convictions.

Cases
are not filed unless they seem reasonably prosecutable as
felonies; of the 10,682 investigations closed, 4,247 (or 39.7%)
Yet, despite the complexity of
these cases and the difficulties of proof that arise (e.g.,
problems of proving intent) the units are able to obtain a high
percentage of felony convictions. A '

" A substantial number of thoééfconvicted are sentenced to

prison or jail, as well. Of the 1,736 convictions obtained,

725 (41.8%) resulted in incarcerative sentences. In 505
(38.9%) of the felony cases filed in which‘cénvictions_qere

obtained, prison or jail sentences were imposed. This was ‘true

of 14 (or 37%) of the misdemeanor sentences. An additional,902

‘probation}sentenees were»impcsed;?acCOunting‘for'52.0% of the
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3.27

FELONY CASES: RESULT OF PROCEEDINGS BY TYPE OF PROCEEDINGS

(N = 1,590 of 2,112 Felony Cases Reaching Disposition)
(42 Units, February, 1979 through June, 1980)
Result - Type of Proceeding
of Non-Jury No

IProceedings Jury Trial Trial Negotiation] Proceedings Total

Deferred 1 3 22 N/A 26
Judgment (0.6%) (1.7%) (2.0%) (1.6%)

Dismissed 4 4 N/A 146 154
or Dropped (2.6%) (2.6%) (100.0%) ( 9.7%)

Acquittal 26 12 N/A N/A 38
(16.7%) (6.9%) (2.4%)

Misdemeanor 6 11 N/A N/A 17
Verdict (3.8%) (6.4%) (1.1%)

Felony 114 118 N/A N/A 232
Verdict (73.1%) (68.2%) (14.9%)
Misdemeanor 3 9 313 N/A 325
Plea (1.9%) (5.2%) (36.6%) (26.5%)

Felony 2 16 680 N/A 698
Plea (1.3%) (9.2%) (42.1%) (43.2%)

Total 156 173 1118 144 1590
(9.8%) (10.9%) (70.3%) (9.1%) (100%)

N/A = not applicable.
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TABLE 3.28 »  TABLE 3.29
MISDEMEANOR CASES: RESULT OF PROCEEDINGS BY TYPE OF PROCEEDINGS [ CRIMINAL CASES. TY . ,
(N = 427 of 490 Misdemeanor Cases Reading Disposition) £ ‘ ’ (NPE iingG NOT INDICATED
(42 Units, February, 1979 through June, 1980) g _ (42 Units, February, 1979 through June, 1980)
Result Type of Proceeding ~ ?’ " Result Type of Proceeding
of . . NonTJury ‘ L No : £ of Non-Jury ' No
Proceedings |Jury Trial Trial Negotiation| Proceedings | Total : Proceedings |Jury Trial Trial | Negotiation | Proceedings | Total
Deferred - =0- ; -0- 40 N/A . 40 ; Dismissed N/A 3 N/A
a ‘ - g 9
Judgment ; : (13.1%) (9.4%) £ or Dropped (100.0%) (100.0%) (15%2%)
Dismissed -0~ 4 N/A ' 42 46 j Acquittal 3 :
or Dropped (28.6%) (5.6%) (100.0%) (10.8%) |} d (75.0%) N/A n/B WA (3 g%)
Acquittal 2 2 N/A N/A 4 ? Guilty | 1 ’N/A' 61
5 N/A 62
(2.8%) (0.9%) i Plea (25.0%) (100.0%) / (80.5%)
Misdemeanor 5 44 N/A N/A 49 1? '
Verdict (71.4%) (62.0%) (11.5%) | [ Total 4 3 61 B ERTE o .
Misdemeanor N/A 21 266 - 'N/A 287 |V (5.24) 3930 (79.2%) (11-78) (100%)
Plea (29.6%) (86.9%) o (63.4%) | &
‘ . . : . b N/A = not applicable.
Total 7 71 | 306 42 427 :
(1.6%) (16.7%) {71.6%) ; (10.1%) (100%) i
N/A = not applicable. ;
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TABLE 3.30

PENALTIES AND REMEDIES IMPOSED, BY TYPE OF CASE FILED
(N = 1,736 Conv1ct10ns)
(42 Units, February, 1979 through June, 1980)

" Criminal,
- Type |
Felony Misdemeanor Fil?ng not ‘
Filing Filing ‘ Indicated Total-
Prison 505 14 206 725 |
or Jail - (38.9%) (3.7%) 5 (41.8%}}
{Probation 602 100 200 902
(46.4%) (26.6%) (52.0%

i)

.
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convictions. The units also obtained fines in 666 cases and

restitutions in 1,371 cases, which amounted to $12.9 million.
Table 3.30 indicates the penalties and remedies imposed for
each type of case filed.

Figure 3.4 is a flow chart which indicates graphically how
felony cases were processed and what results were obtained.
The percentages indicated are the percentage of cases which
pasSeé through the prior case-processing stage indicated, e.g.,
the 156 jury trials constitute 9.8% of the cases filed, the 114

felony verdicts following jury trials constitute 73.1% of the

jury trial cases, and the 71 prison or jail sentences imposed
constltute 62.3% of t?e Jury trial cases resulting in felony
There were a;most as many jury trials as non-jury
trials (leéT
proposition to both sides~~they resulted in a highey percentage

L= EL8 B4

‘vs. 173) and jury trials appear to be a riskier

of felony verdicts (73.1% versus 68.2%) and a higher percentage
of acquittals (16.7% versus 6.9%).
conviction rate, however, appeared similar in each type of

The overall felony
trial (74.4% in jury trials and 77.4% in non~jury trials). The
difference is attributable to the high felony plea rate in
non-jury trials. This may reflect an awareness by the dzfense
of the vagaries of jury trials in complex economic crime cases;
in cases where the prcsecution's case is strong, there is may
be little to gain by complicating the issues or attempting to
show that the defendant's conduct was not intentional but
merely "bad business judgment” in hopes that a jury will acquit
or convict on a lesser charge. The similar percentage of
misdemeanor qpnviétions following each type of trial would
indicaté that the former is more likely than the latter.

Combining felony and misdemeanor convictions, the conviction

‘rate in jury trials was 80.1% and in non-jury trials was 97.7%.

The unlts'
attorneys would agree to nothlng 1ess than a felony plea in
43.2% of the cases.

Most felony charges resulted 1n gullty pleas.

In 36.7% of these cases, prison or jail
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‘FLOW’CHART" FELONY S
: MAXTIMUM PENALTIES, AND REMEDIES IMPGSED

42 Units, Febhru

CASE PROCESSING, DISPOSITIONS,

ary 1979 through June 1980}
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" nNegotiation cases), but 83.3% of these resulted in Prison or
~ jail Sentences,

£
ol
sentences Were imposed, This rate jg lower than the
incarceration rate following a felony verdict (64.8%, combining Tf
jury and‘non—jury trials), but relative Smallness of the é
differences’indicates that defendants are frequently ;@

unsuccessful jn "bargaining their way out of jaiin by bPleading fg

Pleas are offered after trials are begun; only 40% of the pleas
accepted are felony Pleas (compared to 62.0% of pPlea

obtained are reflected in Figure 3.5, About the Same
Percentage of these caseg resulted in Plea negotiationsg (71.7%,
contrasted to 70.2% of felony cases), but virtually all the
trials were before a judge rather than a5 jury. Twenty-one of
the 70 convictions obtained in the course of trial (or 30,0%)
were the result of guilty Pleas during triaj. this was trye of

’

trial was begun,

2. Civi1 cases. Civil cases were almost invariably

proceedings is availabie (62.4% of the 178 civi1 cases reaching

disposition), 102 ended in negotiated or stipulateg judgments
without a trial,

non~jury trial andkdeferred judgment, and three were dropped in
the course of non-ju:y trials,)

Just over half the cases (106 of 178, or 59.6%) resulted in

In 86 cases,
injunotions, Or some other forms of equitable'relief, were
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FIGURE 3.5

FLOW CHART: MISDEMEANOR CASE PROCESSING, DISPOSITIONS,
MAXIMUM PENALTIES, AND REMEDIES IMPOSED =
(N = 427 of 490 Closed Misdemeanor Filings)
(42 Units, February l97i?7 Othrough June 1980) .

VIII. SUBJEC"I'-MATTER ANALYSIS OF UNIT ACTIVITIES

A broad spectrum of offenses falls under the rubric of
"economic crime," ranging from employee embezzlement of small
amounts for "grocery money" to elaborate schemes for szle of
"deferred delivery contracts" for non-existent oil or gold,
which may victimize hundreds or thousands of relatively
sophisticated investors on a national scale. Units may handie
scores of relatively minor welfare recipient fraud cases in a
fairly routine manner with little drain on resources, and
devote a substantial amount of time and energy on just one
particularly complex and difficult arson-for-profit case.
Trends may emerge over time as one particular form of scheme
becomes less fruitful because of consumer awareness, government
regulation or, vigorous prosecution, and con-artists move on
into other ventures. 1In order to gain a clearer perspective on
unit actiVities, the ECPRwaaS"designed to gather data on the
subject-matter of investigations and cases handled by the
units. As has been mentioned earlier, investigations and cases
were classified into eleven (11) broad, generic subject-matter
categories. This section examines the degree to which each of
these subject-matter areas is represented at each stage of
investigation and case processinag. as an indicator of the
units' handling of matters involving these subject-matter
Table 3.31 indicates for each subject matter the number

of felony, misdemeanor, and civil cases filed; the outcome of

areas.

.criminal casess (acquit/dismiss/drop, felony conviction,
misdemeanor conviction), and the criminal penalties obtained.
The~balanceﬁ6f this section summarizes the results of our
analysis. Following this, separate sections present detailed
subject-matter analyses of investigations, cases, and -
differences between the investigation and case stages.

At the litigation stage, a high percentage of corrupticn
and theft cases were prosecuted as‘felbnies. (This category
accounted for 48.5% of the felony caseload, but only 39.3% of

171

i
Y
Y

;»yL(_“



C———— . T

CTABLE 3.-31
CASE FILINGS, OUTCOMES, AND CRIMINAL PENALTIES, 8Y SUBJECT-MATTER
{N = 2,929 cases) {42 units, February, 1979 through June, 1980)a
' Aquit. . Fine
Count Civil Misdem.  Felony Dismiss felony Misdem Unknown Restitu- Unknown Raw
Col.Pct. Filing Filing Filing Drop Convict Convict Outcome Prison Probation tion Penalty Total
Investments 1 5 40 90 31 44 42 30 30 36 37 44 i47
. 2.8% 8.2% 4.3% 7.1% 4.8% 4.9% 4.2 4.1% 4.0% 6.8% 5.8% 5.0%
Finance, Credit 2 1 85 212 44 103 123 35 58 68 108 61 305
.6% 17.4% 10.0% 10.1% 11.1% 14.3% 4.9% 9.4% 7.5% 20.0% 8.0% 10.4%
Computer Related 3 0 1 1n 0 4 4 4 3 6 0 3 12
ox. ¥ 4 .5% ox A% .5% 6% 4% J% 0% A% 4%
Insurance 4 1 4 134 27 57 38 23 43 43 6 53 145
6% .B% 6.3% 6.2% 6.2% 4.4% 3.2% 5.9% 4.8% 1.1% 7.0% 5.0%
Corruption, Theft 5 11 58 1028 158 482 223 287 423 388 as 254 1150
6.2% 11.9% 48,5% 36.4% 52.1% 25.9% 40.5% 58.3% 43.0% 15.7% 33.4% 39.3%
Fraud of Govt. Uti#l. 6 3 133 268 55 99 193 59 55 187 109 85 406
- 1.7% 27.3% 12.7% 12.7% 10.7% 22.4% 8.3% 7.6% 17.4% 20.1% 11.2% 13.9%
~J
) Trade Practices 7 110 26 54 8 10 '+ 87 . 126 8 28 74 91 204
61.8% 5.3% 2.6% 1.8% 1.1% 6.6% 17.8% 1.1% 3.1% 13.7% 12.0% 6.9%
, | , flouse, Land, Real Est. 8 6 83 131 41 57 92 37 30 92 66 39 227
3.4% 17.0% 6.2% 9.4% 6.2% 10.7% 5.2% 4.1% 10.2% 12.2% 5.1% 7.8%
, Health, Medical Care 9 3 6 8 1 2 11 7 1 11 2 7 21
1.7% 1.2% R} 4 2% 2% 1.3% »1.0% 1% 1.2% A% 9% JE
i - Sales and Repairs 10 26 17 33 23 16 11 i 11 14 25 al 81
14.6% 3.5% 1.6% 5.3% 1.72% 1.3% 4.4% 1.5% 1.6% 4.6% 4.1% 2.8%
: Pers. Prof. Services 11 3 6 16 6 3 7 10 2 6 2 16 26
N 1.2¢ 1.2% 8% 1.4% 3% .8% 1.4% ) 4 7% 4% 2.1% 9%
; Other, Unknown 12 9 29 130 40 48 60 60 51 583 27 77 208
5.1% 5.9% 6.2% 9.2% 5.2% 7.0% 8.5% - 7.0% 5,9% 5.0% 10.1% 7.1%
u Column Total 178 488 2112 434 925 861 709 125 302 541 761 2929
6.1% 16.7% 72.1% 14.8% 31.6% 29.4% 24.2% 24.8% 30.8% 18.5% 26.0% 100.0%
- ) R . aPercentages indicated are column percentages.
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the overall caseload.) Cases involving fraud against the
government; (largely welfare fraud), housing and real estate
cases (which were mainly home-improvement matters), and finance
cases (including bad checks), accounted for most (61.7%) of the
misdemeanor prosecutions. Most of the civil litigation (61.8%)
involved trade practices such as deceptive advertfsing. The
percentage of felony prosecutions which resulted in conviction
was high, but did not vary greatly by subject-matter.

A high'percentagé of corruption, abuse of trust, and theft
cases filed resulted in prison sentences, while this was true
in few of the trade practices and fraud against the government
cases. It is fair to speculate that this reflects a vigorous
prosecution policy in corruption, abuse of trust, and theft
cases.

"The case outcome categories offer clues as to the
strategies undertaken by units to resolve particular categories
of cases. Thus, virtually all corruption and theft cases
(1,025 of the 1,150 cases or 89.1%)) were pursued as felonies,
while felony prosecution was used in just over half (57.7%) of
the housing, land, and real estate cases. Some 72.1% of all
cases involved felony prosecution rather than civil litigation
or prosecution at the misdemeanor level, including 92.4% of the
insurance cases, 69.5% of the finance and credit cases and
66.0% of the cases involving fraud against a governmental
agency or public utility. Some 36,6% of housing, land, and
real estate cases, 32.8% of fraud against government cases, and
27.9% of the finance and credit cases were prosecuted as
misdemeanors. As indicated earlier, cases in these categories
include large numbers of home improvement, welfare, and
bad-check cases, respectiveiy. Civil litigation involved
mainiy trade practices and sales and repair issues.

Comparison of the criminal case and criminal conviction
columns indicates the relative success of the units in pursuing
prosecutions in each of the subject-matter areas. Overall,
68.7% of the prosecutions undertaken by the units resulted in
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some form of conviction. This was the case in 76.1% of the
finance and credit cases, 72.8% of the cases involving fraud
against the government. ’ ;
When we examined the types of proceeding (jury trial, judge
trial, plea‘négotiations, ﬁﬁfproceedings) involved in the
disposition of cases involving the various subject-matters of
econoﬁic crime (e.g;,‘corruption and theft, government fraud),
no significant trends emerged.* Some 7.8% of the cases were
disposed of by;jury trial, ranging from 27 of the 118 insurance
cases (22.9%), to no use of jury trials in the 8
While 11.9% of all cases involved

non-jury trials; this ranged from 15.4% of the fraud against

computer-related cases.

the government cases to 5.8% of the trade practice cases.
'An analysis of the maximum penalty imposed or remedy
obtained, by subject-matter, alsc revealed no significant
trends.  Incarceration was imposed in 36.8% of all cases filed
involving corruption or theft (423 of 1,150 cases), as compared

13.5% of the government fraud cases (55 of 406).

*N = 2,287 of 2,929 cases.
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CHAPTER FOUR
CONCLUSIONS

The Economic Crime Project has continued to be a vital
force in encouréging and assisting local prosecutors in the
vigorous containment of white-collar crime. In 17 months
alone, 42 of the 68 units were able to recover over $20.5
million in orders for restitutions, fines, an?” penalties-~this
for a two-year LEAA investment of under $2 million. Extensive
prior Project efforts were continued under the Program
Component in the fifth and sixth grant periods. The Project
has been able to find ways to increase local units' involvement
in the national-level éffort‘through associate membership in
the Project's Task Forces, more frequent articles and book
reviews by Unit Chiefs in the Project's Economic Crime Digest,
an expanded unit role in the authorship of Task Force Manuals,
and increased unit staff participation as lecturers and
workshop leaders at Unit Chiefs' Conferences.

The significant mark of the Project's impact in the present
grant period, howéver, is in the National Strategy initiative.
Only an idea in the minds of criminal justice officials and
experts at the time of the first National Strategy Conference
on the Battelle campus in July, 1978, the concept has been
translated into a number of spéciﬁic interagency initiatives to
foster federal, state, énd local_cpoperation in the battle
against white-collar crime by the end of the fifth grant
period. 1In the sixth grant‘perioa the National Strategy
initiative shifted from the pianning and development stage to
the‘imﬁlementation stage and the Program Component assumed a
more active role in this initiatiVe.

Lead Units undertook to
increase interagency cooperation on thé local level to
encourage and assist other units to dotthe same and to develop
regiOnal"National Strategy initiatives,tt |
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kAssociation of Attorneys General.

»application in August, 1978,

rernaps one of the most dramatic and significant results of
this initiative is the ExecutiveAWorking Group on Federal-State-
Local Prosecutorial Relations. At the time the National
Strategy initiative was launched, such a working group would
have been difficult to visualize as even a middle-range
objective. Through the National Strategy initiatives of the
Project's Antitrust Task Force, NDAA began working closely with
its counterpart association for state prosecutors, the National
- By the time of the Second
National Strategy Conference, in July, 1979, this had expanded
into unprecedented cooperation between the two organizations.
LEAA and the Criminal Division of the U.S. Department of
Justice were then about to announce the signing of a Memorandum
of Understanding for cooperation in enforcement against
white-collar crime, organized crime, and.arson. At this second
conference the idea of expanding this cooperation to include
NDAA, NAAG, and other organizatlons was discussed at length and
strongly urged. Six months later an agreement between Justice
and these two organizations was signed in a formal ceremony in
Washington, establishing the Executive Working Group. While
this group expanded the focus of its efforts beyond
white-collar crime, organized crlme, and arson, these areas
remained top priorities on the Group S agenda. It would not be

 appropriate to claim the establishing of the Executive Working

Group as a Project achlevement Nevertheless, . 1t did emerge
out of a complex of 1nteractions of which the National Strategy
effort was a major part. -~ We would certalnly view the Project
as entitled to spec1al mention for its part here.

Several 51gn1ficant lessons have been learned from the
National Strategy experience. First the process has been a
slow one—-even Slower than ant1c1pated in the orlginal grant
Second, the results of this .
effort were not--and could not be-—the results origlnally
ant1c1pated Independent actlons of fedelal and state ~agencies

served to encourage, hlnder, or shape the dlrection of National
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Strategy initiatives. Thus, Project staff put equal amounts of
time and energy into efforts with the Inspectors General of the
U.S. Department of Agriculture, Housing and Urban Development,

~Health and Human Services, and Energy at the outset, but

obtained quite different results with respect to each.

In this context, the Project took the wise course of
maintaining a posture of flexibility in being able to respond
to "targets of opportunity”" as they arose. Thus, the Project
was able tc respond to the needs of the Executive Working
Group, encourage the development of statewide economic crime
councils, foster a much closer working relationship with NAAG,
obtain a resolution of support from the National Organization
of Bar Counsel for cooperation in lawyer discipline, and
promote expansion of the Auto-Cap Program. None -of these
initiatives was initially anticipated.

Third, as in any research and development effort in priwvate
industry, or any innovative and exploratory venture, not every
effort paid off. The goal here was not to make every effort
succeed, but to extract the appropriate lessons from those that
failed as well as from those that succeeded.

Fourth, the key to agency interaction proved to be in
establishing credibility through person-to-person interaction
leading to demonstrated results. Just as Unit Chiefs'
Conferences had been invaluable in getting unit chiefs together
to exchange ideas and discuss problems (thus encouraging them
to contact each other to solve mutual problems and to forge the
Project into a truly national effort), the involvement of
federal agency officials in Unit Chiefs' Conferences and Task
Force efforts proved to be an important part of fostering |
interagency cooperation. The visit of Lead Unit Chiefs to
Washington, D. C. to meet with officials of the Criminal
Division of the U.S. Department of Justice, Inspectors General,
and representatives of’the Federal Bureau of Investigation and
the Postal‘Inspection Service was important in translating
National Strategy initiatives into local-level efforts. So,
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might provide the opportunity for: representatives of -the other

too, were the joint Unit Chief meetings with the North American *
Securities Administrators Association and consumer protection
units of the NAAG during the sixth grant period.

In this vein, Memoranda of Understanding proved to be less
essential to the National Strategy effort than originally
envisioned:, They were originally conceived as "treaties"
between the respective agencies, resolving "turf" problems by
clearly delineating the cases which each agency could or would
handle and establishing criteria for rendering mutual 1
assistance. It was discovered early in the process, however, ﬁ
that agencies were frequently less willing to be candid in
resolving disagreement and exploring areas of mutual interest
if the details and results were to be irrevocably committed to
writing. It is significant in this regard that the by-laws of
the Executive Working Group specifically prohibit it from

giving specific advice or recommendations to the member

~ Earlier it was stated that personal contact and personal
relatlonshlps were the key to 1nteragency cooperation. The
written agreements which emerged from National Strategy efforts

sought to de51gnate llalson, list areas of mutual interest and
encourage ‘1ocal or regional representatives to meet with each
other and work in these areas. They did not attempt to
delineate "turf." Unit chiefs and agency officials alike
agreed that if there was no interpersonal 1nteractlon,
Memoranda of Understanding by themselves would, in the words of
one Ynit Chief,

The role of written agreements was seen as. encouraglng

"not be worth the paper they're wrltten on."

ceoperat10n~1n areas of mutual benefit and establishing the
mechanisms which might effectuate such'chperation. For
example, they might ease tran51tlon problems when there is
turnover within one of the agenc1es.' The written understandlng
agency to meet with the replacement in the first agency, offer
assistance and begin to establlsh a worklng relatlonshlp.,
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This view of the role of written understandings was
confirmed in a Project review and analysis of Memoranda of
Understanding on the federal level. This study concluded:

These examples point to the conclusion that inter-agency
cooperation is most likely to occur and be effective when
each agency perceives that the other is willing and able to
help resolve a common problem. In my discussion with Lloyd
A. Bastian, Director of the Law Enforcement Study, he
expressed his belief that the role for written agreements
between the heads of federal, state and local prosecutorial
and investigative agencies should be to provide the mandate
-and the mechanisms for such interaction to occur. Then,
local prosecutors and regional offices of federal agencies
might be prompted more frequently to resort to specific
agreements to resolve specific conflicts or problems. On
the basis of my examination of the surveys at the
Reorganization Project and my contact with ECP members, I

concur in this belief.

Although significant progress has been made in promoting
National Strategy initiatives, it is no more than a good
start. The Executive Working Group holds much promise because
it provides a needed forum for national-level discussions,
which will be of crucial importance in view of the threatened
curtailment of funding‘support for this NDAA effort. But the
trus impact of the National Strategy effort is to be felt at
the local level, in communities throughout the nation. It
rema;ns'to be seen if local prosecutors can continue to expand
their efforts, described in this report, into a significant and
coorédinated natibnal effort to protect the public, protect the
integrity of goVernmental‘pEograms and eafeguard increasingly
restricted publlc monies. Nothing in this area will happen or
continue to happen by 1tself there is a clear need to maintain
the momentum of current Project efforts and to "shepherd" on

the naticnal 1evel the continuation of National Strategy
efforts., ;

4 ) * k k k % %

As thls report is wrltten, there is much doubt as to the
future of the Pruject. The impending loss of LEAA support,
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directly and through the parallel losses of state block grant
funds for prosecutors' office, threatens the continuation of
channels of communication and interaction which were so
painstakingly developed over a period of many years. Looking
back over this history, one is prompted to make a number of
observations. |

First, if it is possible to continue the Economic Crime
Project, or to reestablish it at some later date, it will be
vital to (1) review the experiences detailed in this and prior
reports dealing with the Project experience; and (2) avoid
short-term funding of any effort, for it’almost inevitably
results‘in,excessive administrative and grant management
eiforts at the cost'of substantive project operations.

Second, it is clear that economic crime containment efforts
require continued, dedicated attentin to achievement of the
objectives of the National Strategy initiative.
of such crime has not diminished.

The challenge
As we are required to pay
more attention to diversion and theft of pﬁblic and private
resources--to protect the intégrity of our institutions and
ensure their productivity~-it will be essential that we ensure
that resources to do so are available‘and that they are
marshalled and deployed to mazimum effect. There are important
roles in this effort for all types of agencies, public and

‘private, and at all levels.

Third, it is poSsible toﬂcreéte, or at least facilitate the
development of permanent change through the demonstration
process. The fact isvthatbthe NDAA Economic Crime Project.
clearly‘played a key role in the development of economic crime

enforcement units in prosecutors' offices throughout the United

States, most of which will survive the prospective end of this
project, albeit with diminished facilities for broad national
interaction;, tgaining, and access to special resources.

e
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ENDNOTES

Symposium proceedings and the activities of the Economic
Crime Project are discussed in detail in A National Strategy
for Containing White-Collar Crime, edited by Herbert
Edelhertz and Charles H. Rogovin, Lexington Books, 1980.

LEAA Grant Numbers 78-DF-AX~0170 and 80-CJ-AX-0043.

Battelle Law and Justice Study Center, Report on the
National District Attorneys Association Economic Crime
Project: Fifth Grant Period. Submitted to NDAA and LEAA in
August, 1980.

Battelle Law and Justice Study Center, Report: National
Strateqy Conference, National District Attorneys Association
Economic Crime Project. (B. Hoff, rapporteur)(submitted to

NDAA and LEAA on August 31, 1979)
See note 3, sugra;
See note 1, supra.

See note 4, supra.
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ECONOMIC CRIME PROJECT REPORTING SYSTEM:

DESCRIPTION

Arthur Del Negro, Jr., Director,

Nicholas A. Gerren, Jr., Senzor/Staff Attorney
Economic Crime Project

National District Attorneys Association

666 Lake Shore Drive, Suite 1432

Chicago, Illinois 60611

(312) 944-4610

Herbert Edelhertz, Project Director

Mary McGuire, Research Scientist L
Battelle Law and Justice Study Center 4
4000 N.E. 4lst Street

P. O. Box C=-5395

Seattle, Washington 98105

(206) 525-3130

January 29, 1979
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ECONOMIC CRIME PROJECT REPORTING SYSTEM:

DESCRIPTION

The purpose of the Economic Crime Project Reporting
System (ECPRS) is to document the significant national
effort to combat economic crime being undertaken by the

units of the National District Attorneys Association

Economic¢ Crime Project. It is anticipated that collect-

ing this information will also have operational utility
for the units. Specifically, the informati&n gathered
through the ECPRS will:

e document the magnitude and nature of these
efforts to combat economic crime and, by infer-
ence, provide incressad understanding of the
nature, scope, and impact of economic crime;

identify national trends in prosecutorial activity
in this area, for example, in order to pinpoint
future needs and plan future initiatives; and

justify the substantial commitment of resources
of the Law Enforcement Assistance Administration,
tavough the Econom;c Crime Project, other Lranches
of the Department of Justice,; and other federal
and state agencies as this Project launches its
National Strategy to increase federal, state, and
local interjurisdictional cooperation and to pro=~
vide other resources for this effort.

The approach taken to the design of these forms is
to gather. the minimum amount of information which can be
analyZeduﬁo ptcduce,the maximum amount of understanding

' of economic crime as reflected by the units' activities.
_WhéreVer possible, we have tried to substitute analytic
'Viabor for unit reporting labor by, for example, using a

- computer to track, total, and organize the information

Preceing page biank
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which is supplied by the units. Thus, the reporting
efforts required of each unit will be minimized. The
system is not designed to be comprehensive at all ;
levels, but to obtain selected, nationally significant
measures of project activities. This has involved a
substantial joint planning effort by NDAA's Economic
Crime Project staff and the Battelle Law and Justice
Study Center staff. ’

The ECPRS therefore requires more information on
cases and investigations than on complaints, inquiries,
and in-office resolution procedures because each indi-
vidual case in'the former category'g@nerally requires
a more substantial commitment of office resources:
furthermore, gathering detailed information on the
source of referral and nature of all the ingquiries made
to an office would constitute a substantial reporting
burden on unit staff. This is not to imply that either
the“(l) ombudsman or complaint-resolution function; or
{(2) investigation 1eading to criminal prosecution is
more important than the other. Rather, the relative

’imPOrtancefof these functions is an issue of local
policy, needs, and priorities beyond the ambit of this
ptﬁject.

Very simply, we will be asking you for a few basic
‘details about your investigations and about your criminal
and civil litigation--and for some more generalkinforé
mation about ycur handling of complaints and referrals.
The ECPRS should be compatible with, but less detailed
than, individual unit data systems designed to meet
units' management, case-tracking, and budget—justifica-
tionfneeds. Information will be reported monthly by the
units on either two or three forms; the number of forms
used will be determined by unit preference. ‘ -
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view of Economic Crime Project unit activities, which
does not describe any one office in detail, but which is
broad enough to encompass the activities of all units.
This view of unit activities is reflected in the flow

¥

The reporting system is based on a relatively simple

chart below:

FLOW CHART OF UNIT ACTIVITIES

Referrals

1

letters,
contacts)

Inquiries and Complaints
(walk-ins, phone calls,
and initial

Complaint Resolution
Procedures (Office
attempts at resolu-
tions)

)

Referrals

- ————— = -

Cases from other

L -.

Dispositions, courses of action, other details on what

agencies

__————

-

N
!

-

E
i
i

Invasti- Cases
gations filed
'Referrals

74
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occurs within each stage of unit activities, and transfers

of matters between stages are included in the discussion

of each stage, below.
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The first stage of processing economic crime matters
(except where another agency submits an investigative
report or transfers a matter to the unit) is Inquiries
and Complaints. We recognize that these may be turﬁed
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down by a unit as totally inappropriate or requiring

no further action,- referred to another agency, retained
for attempted resolution, or investigated with an eye .
toward further prosecution. One second stage alternative
shown in this chart is In-office Complaint Reselution
Procedures, for example, through formal or informal media-
tion or arbitration. Wwhile this frequently involves scme
investigative type activities as well, it can be differ-
entiated from Investigations, as the term is used here,

by the fact that criminal or civil litigation is not
seriously contemplated. Another second stage alternative
is Investigations, a term limited here to investigations
intended to determine whether to file a criminal or civil
action and to prepare a case for such action, regardless
of the final outcome of the matter. Note that, for pur-
-poses of this system, it is immaterial whether the investi-
gation was referred directly from Inquiries and Complaints,
or whether it involved Complaint Resolution Procedures as
well. The final stage is Cases Filed, both criminal and
civil. The information‘requested in each‘category is des-
cribed belcw. s

I. INQUIRIES AND COMPLAINTS

‘This activity involves all "walk-ins," mail and phone
contacts with the office to seek information'or to report
an activity, whether or not the report alleges a white-
collar crime or consumer ¢omplainta These are q}st eften
first encountered by the unit receptionist, an investigator,
a volunteer or a paralegal. Because of the;relatively

large'vqlume of‘inquirieS'and complaints enceuntered, and
| because a significant portion of these are frequently'inap-
propriate for office action, n¢/ information is requested
on the'sﬁbjectkmatter,ef these initial contacts. Nor is
informatiohurequested to differentiate inquiries from com-

4 .
plaints. This is a\frequently vague distinction, and some
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Procedures and Investigations.

- A

units defer making this distinction until after contact o
with the party complained of or cther further inquiry. i

Only one item of information is requested here: | f
the total number of comg;aints‘and inguiries, oxr initial 2
contacts received by the unit. We are not asking for *?*E
information on individual complaints or ingquiries, only
total numbers. Information gathered here is intended o
to measure the amount of unit-public contact on incoming
matters.

II. COMPLAINT RESOLUTION PROCEDURES

Here the ECPRS deals with all in-office efforts to
resolve complaints or secure satisfaction for the complain- %
ant, short of filing a criminal or civil case. Some investi- ?
gative activity may be involved. In most cases, contact is
made with the subject of the complaint. (Some units might t
regard this as an investigation, but such contact is not to :
be reported in the,investigationucategory_because'it
is intended only to help achieve the main pﬁrpose. .
of seeking resolution without litigation.) On occasion,
following an unsuccessful attempt at resolution, a matter ol
will be referred to investigators or attorneys for further :
investigation, case preparation, and possible litigation.
These matters will be reflected in both Complaint Resolution

The information requested«unéer‘this category includes
Z’he total number of matters where resolution procedures (as
described in more detail above) are initiated, the number
of matters in which restitution is obtained, the amount of
restitution, and the number of matters referred to other o
agencies. R

Note that restitution is only one possible successful
outcome of a matter. No more detailed information on out-
comes is requested, for two reasons. First, the determination
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of what is a "successful" or "partially successful"
outcome is a subjective judgment, and given'the diverse
environments within which the units operate, the differ-
ent priorities and goals of units, and the diverse

naﬁure of the caseload, unit outcomes cannot easily be
compared. Second, the gathering of such subjective infor-
mation'might tempt one to make relatively meaningless

- tallies and comparisons of "batting averages."

III. INVESTIGATIONS

For the purposes of this reporting system, the term
"investigations" is limited to "investigations in con-
templation of possible criminal or civil litigation."
This dces not mean that investigations ending with the
decision not to file a criminal or civil case should be
excluded. But work undertaken in order to gather further
information to aid in the in-office resolution of the
matter which is notyaimed'at'criminal or civil'litigaticn
are to be excluded here.

. On oc¢casion, a unit will recelve a "package" from

another agency, contalnlng a flle, notes of 1nvestlgatlon,
evidence and the like with a request for prosecutlon.‘

Almost invariably, the unit will review the matter clcsely
before deciding whether to actually file, even lf only toc

frame an appropriate response to the referrlng agency.
This process not infrequently. 1nvolves further lnvestlga-

tion or field work. This review process should be counted
as an investigation, whether or not field work is involved.
kThus, While not all'invescigations will result in cases,

all cases will have been éreceded by an"investigation.'

/-\

Note that the length or complexlty of the lnvestlgatlon

is immaterial for the purposes of this reporting system.
The important point is whether the lnvest;gatlon is anti-

‘c1pated to aid in. ccn51deratlon of lltlgat10n3~
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The information to be gathered on Investigations
includes the identif?ipg number, subject matter, number
of persons under investigation, number of victims, source
of referral, and outcomes.

Offices may choose whether it is more convenient to
report information on investigations on the same form as
information on cases filed (expedient where the same.
person will tally information on investigations and cases)
or to use separate forms for investigations and cases
(which may be less confusing if different people supply
information on investigations and cases). The same
information would be supplied either way.

IV. CASES

This category is the easiest to define. It includes
all cases actually filed with a court, either criminal
(felony or misdemeanor) or civil.

Information to be supplied with respect to Cases
includes the identifying number (the same number used
when reporting the investigation which led to the case),
subject matter, number of defendants, number of victims,
nature of filing (civil, misdemeanor, or felony), type
of proceeding (for example, negotiation, trial), result
of proceeding (for example, conviction, acquittal), and
penalty imposed. '
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ECONOMIC CRIME PROJECT REPORTING SYSTEM:
INSTRUCTIONS

Introduction

The Economic Crime Project Reporting System (ECPRS),
described in a companion memo, seeks to gather national-level
information about unit efforts and ractivities directed toward
controlling economic crime. Specifically, the ECPRS will
collect information in four areas: (1) inguiries and complaints
received by units, (2) in-office matters involving unit com-
plaint resolution procedures, (3) unit investigations carried’
out in contemplation of litigation, and (4) criminal and civil
cases filed with a court.

Two or three forms will be used by eac! unit to report
this information to the Economic Crime Project in Chicago.
Information on (1) inquiries and complaints and (2i in~gffice
complaint resolutions will be reported on Form S-l1. Information
on (3) investigations and (4) cases filed will he reported
‘either on one form (Form S-2) or on two forms (Form S-3 for
investigations and Form S-4 for cases filed), as the unit
prefers. Instructions for completing the forms and the nature
of the information to be reported are described below. Sample
copies of the forms are found at the end of this memo. Column
numbers  shown on sample forms S-2, S-3, and S-4 are keyed to
numbered headings of sections in the instructions which follow.

The forms will be completed monthly by each unit and
mailed to Nicholas Gerren, Jr., Senior Staff Attorney, Economic
Crime Project, National District Attorneys Association, 666 Lake
Shore '‘Drive, Suite 1432, Chicago, Illinois 60611.

I. INQUIRIES AND COMPLAINTS

This activity involves all "walk-ins,"” mail, and phone
contacts with the office to seek information or to report an
activity, whether or not the report alleges a white-collar
crime or is a consumer complaint.

1
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Only one item of information is requested here: the
total number of complaints and inquiries, or initial inquiries
received by the unit.

Reporting Complaints and Inquiries. The same form, S-1,
will be used to report complaints, inquiries, and in-office
complaint resolution procedures (discussed in the following
section.) In order to report the complaints and inquiries
received by your office, simply report the total number of
all such initial contacts for the time period covered on Form
s-1.

II. COMPLAINT RESOLUTION PROCEDURES

Here the ECPRS deals with all in-office efforts to resolve
complaints or secure satisfaction for the complainant, short
of the filing of a criminal or civil case against the potential
defendant. Some investigative type activity may'be involved.
In most cases, contact is made with the other party. But
this investigative activity is intended only to help‘achieve
the main purpose, seeking resolution short of litigation.

The information requested under this category includes
the total nﬁmber’of matters where resolution is attempted, the
number of matters in whichvrestitutiOn,is obtained, the amount
of restitution, and the number of matters referred to other
agencies. (Note that restitution is only one possible success;
ful outcome of a matter; more detalled 1nformatlon on outcomes
is not requested.)

A. REPORTING ATTEMPTED RESOLUTIONS. Using the Complaints,
Inquiries, and Complaint Resolution Procedures Form (Form. S-1),
record the number of instances durlng the time perlod covered
in which your offlce attempted to resolve complalnts or secure
satisfaction for the complalnant, short of flllng a crlmlnal
or civil case. o :

1198

The information to be gathered on Investigations includes
the identifying number, subject matter, number of persons or
organizations under investigation, number of victims, source
of investigation, and result of the investigation. Form S-2

or S-3 is to be used to report informaticn about investigations.

The names of investigative targets should not be reported under

any circumstances.

Offices may choose whether it is more convenient to report
information on investigations using the same form (Form S-2)
that is used to report information on cases filed (expedient
where the same person will tally information on investigations
and cases); or to use separate forms for investigations  (Form
S-3) and cases (Form S-4), which may be less confusing if
different people supply information on investigations and cases.
The same information would be supplied either way.

Frequently investigations are opened during one calendar
month, and closed at a later time. Since the ECPRS calls for
monthly reporting, the system has been designed to accommodate
such time lapses: simply report all investigations opened and
all investigations closed each month, following the instructions
detailed below. This will typically involve making two separate
entries (at different times) in the reporting forms--one ’
entry when an investigation is opened and one entry when the
investigation is closed. Occasionally an investigation will
be opened and closed during the same month; when this occurs,
only one entry may be needed (in Form S-2 or Form S-4) to
describe the investigation-in full.

A. INVESTIGATIONS: OPENING (Numerical categories
below are keyed to numbers shown on attached sample forms
S-2 and S-3.) : '

HOW MANY LINES TO USE PER INVESTIGATION°

For 1nvestigatlons being opened, use one llne on the form
for each investigation. Use your office procedures and policies

*See, however, the discussion of number of lines to use
when closing an investigation, page 7, below.
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B. OUTCOME OF ATTEMPTED RESOLUTION.

1. Enter the number of voluntary, non-court ordered or
negotiated restitutions or settlements obtained by your office
as a result of in-office complaint resolution procedures. ‘
Record only those instances in which the party has (1) agreed
to pay money to the victim(s), (2) agreed to replace something of
value, or (3) agreed to perform a service for which the victim(s)
has already paid (e.g., satisfactory car or appliance repair.)

2. Enter the total amount recovered in restitution,
following the guidelines cutlined above. That is, record the
amount of money the party has agreed to pay the victim(s);
the priée or fair market value of the item(s) the party has
agreed to replace; or the price or fair market value of services
performed.

3. Record the number of referrals made to other agencies
following an in-office attempt at resolution.

III. INVESTIGATIONS

For the purpoSes of this reporting system, the term
"investigations" is limited to "investigations in contemplation
of possible criminal or civil litigation." This does not
mean that investigations ending with the decision not to file
a criminal or civil case should be excluded. But work under-
taken in order to gather further information to aid in the
in-office resolution of the matter which is not aimed at
criminal or civil litigation is not to be counted here.

On occasion, a unit will receive a "package" from another
agency, containing a file, notes of investigation, evidence
and the like‘with a request for proéecution. Where the unit
reviews the matter before deciding whether to file a criminal
or civil complaint, this review process should be counted
as an investigation &hether or'hof fiéld work is involved.
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for- determining whether to count these as one or several
investigations. In cases of doubt, consider each related
series of transactions as one investigation, even where each
transaction involves different individuals or organizations
being investigated and/or different victims. (The number
being investigated, persons, organizations, or both, will be
indicated in the appropriate column.) In one "advance fee"
case, for example, the investigation would be shown on one
line regardless of the number of complainants or the number
under investigation. Or, for example, where the matter in-
volves defrauding two banks, and it appears that the same
people are involved_in similar frauds against several insti-
tutions, the investigation WQuld also be reported on one line.

1. TYPE OF ENTRY. Check the appropriate column to
indicata the nature of the information being reported, that is,
the type of entry in the form (Investigation Opening.)

2. IDENTIFYING NUMBER. Indicate in the Identifying
Number column theqéumber‘that your office assigns to the
investigation, so that investigatibn openings can be linked
to clogings within your office, and so that the investigation
can beflinked to any subsequent case filed in court. The e

-names of those under investigation are not to be used as

identifiers.
3. SUBJECT MATTER. Enter the appropriate numerical code
from the attached list of economic crimes. For each investi-

gation, when'hultiple allegations are being investigated,
record only the most serious matter.

4. NUMBER UNDER INVESTIGATION:”‘First, determine whether
the investigation involves individuals; businesses, institutions,
or organizations (including partnerships, corporations, founda-
tions and the like); or both. Then enter the number(s) in the
appropriate column(s). If it is impossible to determine the
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number, under investigation, simply check the appropriate
column to indicate whether individuals, businesses/
institutions, or both are involved.

5. NUMBER OF VICTIMS. First, determine whether the
victim(s) of the alleged crime(s) were individuals; businesses,
institutions, or other non-governmental organizations; federal,
state, county, or municipal governmental entities, or some
combination of these. Enter the number(s) in the approgpgate
column(s). For all proactive investigations (see below for
definition of "proactive") and other investigations where the
number of victims cannot be estimated, simply put a éheck in the
appropriate column to indicate whether the victims are indivi-
duals, businesses/institutions, or governmental entities.

6. SOURCE OF INVESTIGATION.

6.1 Inquiries/Complaints. ,Wheh (1) the investigation -
begins as a result of a complaint/or inquiry brought by an
individual; (2) the case is being considered for criminal or
civil prosecution rather than in-office resolution such as
mediation; and (3) no decision has been made to expand the
investigation beyond the individual complaint to actively seek
similar complaints against the sanmé:individual or business,
check this column. 1f the last condition (éxpanded investif
gation) is met, check the Pro-Active column rather than the
Inqui:y/Comg;aint column. R

6.2. Proactive., If the investigation was begun by
the office (for example by sampling meat content inléround
beef or setting up a "dummy" car or appliance to be repaired)
before an individual has complained; or if the matter came to
office attention through an individual bomplaint but the
decision ‘has been made to actively seek similar complaints
against the same individual or business, !check this column.

©
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3. SUBJECT MATTER. LEAVE THIS COLUMN BLANK WHEN
REPORTING ONLY THE CLOSING OF AN INVESTIGATION.

4. and 5. NUMBER UNDER INVESTIGATION, NUMBER OF VICTIMS.
Complete these columns as instructed for INVESTIGATIONS:
OPENING (pages 5, 6, above), keeping in mind the appropriate
number of lines to use when closing an investigation (see page 7
above) .

6. SOURCE‘OF INVESTIGATION.” LEAVE THESE COLUMNS BLANK
WHEN REPORTING ONLY THE CLOSING OF AN INVESTIGATION.

7. CLGSING/DISPOSITION OF INVESTIGATION.,

7.1. Closed Administratively. Check this column if no other
column under 7. CLOSING/DISPOSITION applies. For example, if the

decision is made to take no further action on the investigation,
check this column.

7.2. Remedial Action. Check if the investigation
resulted in remedial or correct1va action by the individual or
organization under 1nvestlgatlon, uiless: (1) the individual
or organization hag agreed to make restltutlon, or (2) the
matter is referred to another agency for action.

7.3. Restitutiqn. Check this box and indicate thek
amount only where the person or organization being investi-
gated has agreed tc (1) pay money to victims, (2) replace
something of value, or (3) agrees to perform a service for
which the victim(s) has (have) already paid (e.g., a satis-
factory car or appliance repair.) In the latter two instances,’
the price or present fair market value of the item replaced
or service performed is entered under "Amount." Restitution
hére‘does not include either "symbolic restitution" through
communlty service or situations in which the person or organi-
zation. has agreed to cancel a future obligation (e. g., payments
on a lifet time dance studio contract); in either of these
instances, check column 7.2. Remedial Action.

7.4. Referred. Use these columns to indicate whether or
not the investigation resulted in a referral to another agency.
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6.3. Agency Referral and Agency Type. Use these columns
to indicate whether or not the investigation resulted from a
referral from another agency. If the matter came to -office
attention by being referred from another agency., whether or not
prosecution has been specifically requested and whether or not
the agency has supplied investigative reports or evidence, check
the column and write in the code indicating the type of referring
agency, as i;dicated on the attached list of agency codes.

7. CLOSING/DISPOSITION OF INVESTIGATION. LEAVE THESE
COLUMNS BLANK WHEN REPORTING ONLY THE OPENING OF AN INVESTI-
GATION.

B. INVESTIGATIQONS: CLOSING
HOW MANY LINES TO USE PER INVESTIGATION?

When an investigaticn involves more than one individual

or.organization; or involves both individuals and organizatioens,

first determine the number of different closings which occurred.
Use one line for each form of closing, and indicate the number
of subjects (persens or organizations) included in this form

of ciosing. For example, if all‘thOSe being investigated
agreed to restitution, or no action was taken‘against any, or
criminal felony charges were "filed against all, use one line.
Taking another example, where one investigation againstkten
defendants resulted in "no action" for six, felony charges,

against three, and remedial action short of restitution for one

(whether or not this one agreed to restitution or was charged
with a felony,) there are three forms of closings. Three
lines would be used: one line for all defendants involved

'1n each of thesa three “forms of closing. : *:

‘1. ‘TYPE OF- ENTRY.« Check the column "Investigation
ClOSlng" to indicate the. nature of information being reported.

2.0 IDENTIFYING NUMBER. Enter your office identifying
number in this'column.‘ (See page 5, above.) '

2704
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Check the column and write in the code indicating the type
of agency to which the referral was made, using the attached.
list of agency codes. Otherwise, leave these columns blank.

7.5. Case Filed. On Form S~2, these columns are used
for reporting both investigation closings and case openings.
Check the appropriate caslumn for civil filings (including
filings for administrative hearings if your office has juris=-
diction to begin administrative hearings), felony charges,
or misdemeanor charges. A "felony" is defined here as any
crime punishable by a sentence of one year or more; "misde=
meanor"” refers here to any crime punishable by a sentence of
one year or less. In most states, misdemeanors are punish= -
able by a sentence of no more than one year. In a few states, some
misdemeanors are punishable by more than one year (e.g., "high
misdemeanors" in Msw Jersey.) Here, felonies and misdemeanors
are to be distinguished on the basis of maximum statutory '
Sentence, rather than sentence requested by your office.

8 through 13. CASE INFORMATION. LEAVE THESE COLUMNS
BLANK WHEN REPORTING INVESTIGATIONS.

IV. CASES

Information is requested here on all cases actually filed

with a court, either criminal or civil. Where the case began

on referral from another agency which has provided a "package"
of file, investigative reports, evidence and the like, the -
Qrocess of reVieWing this material, deciding whether to file

a case with the court, and framing appropriate charges should
be counted as a;i Investigation, rather than a Case, whether

or not fieldwork or an extenSive investigation is involved It
is not reported here, as a Case, until a complaint is filed in

‘court.

Information to be supplied with respect to Cases includes

'the unit's identifying number (the same number used when the
,investigation leading to this case was reported), the type
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of case filed (felony, misdemeanor, or civil), subject matter,
number of defendants, number of victiwms, type of proceeding,
result of proceeding (e.g., conviction, aquittal), and penalty

or remedy imposed.

Units may report their civil and criminal litigation
(Cases) on either Form S-2 or Form S-4. (See discussion
of use of forms for reporting investigations on page 4,
above.) Since it is highly unlikely that a case would he
filed and disposed of during one calendar month, units will
ordinarily report on each case twice: the first time when
the case is filed, and the second time when the case is closed.

A. CASES: FILING (Numerical categories below are
keyed to numbers shown on attached sample form.)

HOW MANY LINES TO USE PER CASE?

For cases being opened, the primary rule is to use one
line for each case number. Exception: for multiple charges
or multlple defendants with one case number, use one llne on
the form for each related series of transact 1ons 1nvolved in
the case being filed. 1In an "advance fee" case, for example,
the case would be shown on one line regardless of the number
of victims or defendants. (But the number of victims and
defendants would be indicated in the appropriate column.)
When one or more persons are involved in the same or similar
crime scheme, then the case would be reported on one. line.
However, when one or more persons are involved in dlfferent,
unrelated crime schemes, then one line would be used for
each crlme scheme. '

1. TYPE OEAENTﬁY.' Check the "“ase Filing” Column to
indicate the nature of information being reported.

2. IDENTIFYING NUMBER. Indicate in the "Identifying
Number” column the number that your office lnltlally ass19ned
to the case. Thls lS the same number that was used when

]ﬁ’ | "“\
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- record the most serious charge or count.

RRESA

reporting the investigation which led to this case. Defen-
dants' names are not to be used as identifiers.

3. through 7.4. (Form S-2). LEAVE THESE COLUMNS BLANK

WHEN REPORTING CASES.

7.5. Case Filed. WNote that on the combined Form s=-2,
these columns are used for both Investigations: Closing and
for Cases: Filing. Check appropriate box for felony charges,
misdemeanor charges, or civil filings (including filings for
administrative hearings if your office has jurisdiction to
begln administrative hearings.)

A "felony" is defined for ECPRS purposes as any crime
punishable by a sentence of one Year or more; "misdemeanor"
refers here to a crime pPunishable by a sentence of one year
or less. Here felonies and misdemeanors are to be distinguished
on the basis of maximum statutory sentence, rather than sentence
requested by your office. | l

8. SUBJECT MATTER. Enter the appropriate numerical code
from the attached list of economic crimes. For each case,
when either multiple charges or counts are being charged, only

9. NUMBER OF DEFENDANTS. First, determime whether

~defendants are individuals; businesses, institutions or

organizations (including partnerships, corporations, founda-
tions and the like); or both. Then enter the number(s) in
the appropriate;column(s). ‘

10. NUMBER OF VICTIMS. Flrst, determine whether the

-victims of the alleged crlme(s) were individuals; businesses,

institutions, or other non~governmental organlzatlons, Federal,
state, county, or munlczpal governmental “entities; or some
combination of these. Enter the number (s) in. the approprlatev
column(s). ' O SRR ‘ ‘
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11. through 13. LEAVE THESE COLUMNS BLANK WHEN RE-
PORTING ONLY THE FILING OF A CASE.

B. CASES: CLOSING
HOW MANY LINES PER CASE?

When a case with one number involves more than one
individual or one organization, or involves individuals and
organizations, first determine the number of different dispo-
sitions which occurred. Use one line for each form of dispc—
sition. For example, if all those charged agreed to restitution,
or if all charges were dropped, or criminal felony charges
resulted in prison terms for all, use one line. Taking another
example, where one case against ten defendants resultea‘in
acquittals for Six, felony conviction with prison for three,
and a felony’conviction with probation for one, there are

‘three forms of dispostion. Three lines would be used: one

line for all'defendants involved in each of these ﬁhree forms
of disposition. ‘

1. TYPE OF ENTRY. Check the "Case Closing” column to
lndlcate the nature of the lnformatzon being reported.

2. IDENTIFYING NUMBER. Enter the identifying number
initially assigned to this case by your offlce. _ (See discus-~
sion of Identlfylng Number on page 5 above. ) ‘

3. through 7.4 (Form 5-2). LEAVE THESE COLUMNS BLANK
WHEN REPORTING CASES.

7.5, 8. CASE FILED, SUBJECT MATTER. LEAVE THESE COLUMNS
BLANK WHEN REPORTING ONLY A CASE CLOSIVG. |

9., 10. NUMBER OF DEFENDANTS, NUMBER OF VICTIMS. Complete
these columns as lnstructed for Cases: Filing (page 11 above),
keepxng in mznd the approprlate number of lines to use when re-
portlng a casch1051ng%_

°11. TYPE OF PROCEEDING. Use these columns to indicate
the nature of the proceeding.” If there were no proceedings
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at all (for example, if the case were dropped without any
negotiation or trial proceedings), check the "No Proceedings"”
column. If there was no trial, but negotiation or plea bar-
gaining occurred, check the "Negotiation" column.

1f there was a trial, check the appropriate column to indi-
cate whether it was a jury or non~jury trial.

12. RESULT OF PROCEEDING. Check the appropriate
column (s) to repoft the result of the proceedings: negoti-
ated plea, negotiated settlement7stipulated judgment, felony
conviction, misdemeanor conviction,* acquittal, dismissed/
dropped, deferred judgment.

13. PENALTY/REMEDY.

13.1. Prison/Jail. Check if a prison or jail term
has been imposed, unless the sentence was suspended, condi-
tionally or unconditionally.

13.2. Probation. Check if defendant has been placed
on probation, paroled following imposition and suspension
of a prison sentence, or otherwise released on condition of
supervision (other than payment of a fine or restitution).
This may include release on condition that a defendant must
remain in a vocational education program, or under -the care
of a psychiatrist,; even when the Probation’Department is not
respcnsible for supervising this condition, since the judge
retains the power to send the defendant to prison if he or

she violates these ccnditions.

13.3. Injunction/Equitab1e~Remedy; Checkithis column
if the .court imposed an injunction or other equitable remedy.

13.4. Financial. If any financial penalties or remedies

‘were imposed on the defendant(s), check the approprlate column

under the "Financial" heading to deSﬂrlbe the nature of the

*For a discussion of the felcny/misdemeanOrydistinction

- applied here, see the discussion of 7.5 Case Filed on page 11,

above.
§i
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financial penalty/remedy, and enter the amount of the
penalty or remedy (in dollars) in the "Amount" column.

Do not check any "Financial" column if the person or
organization has agreed or been ordered to cancel a future
obligation (for example, payments on a lifetime dance studio

contract).

(a) Fine/Penalty.  Check this coiumnkif the court has
ordered defendant(s) to pay any sum to the court or to
government, except where the defendant is ordered to reim-
burse a victimized governmental entity. This includes court
costs which may be imposed. Then enter the total amount of
this fine/penalty in the "Amount" column. o

(b) Cdivil Judgment.‘ Check this column if civil
damages were imposed, and enter the amount of thls judgment
in the "Amount" column. o

(¢) Restitution. Unless restitution is impoeed by
court order and the court retains the power to hold a non-
complying defendant in contempt of court, check "Restitution:
Not Court Ordered" rather than "Court Ordered.” Negotiated
restitution may be a condition 6f a prosecutor's dropping a
case, a gesture by the defendant prior to sentencing, or an
agreement at sentencing ‘where the court does not retain the
power to hold a non-complying defendant in contempt. |

Check one box and indicate'the ambunt only where the
person or organizationkbeing investigated has agreed or is
otaered (1) to pay money to victims, (2) to replace something
of value (in which case, the present fair market value of
the ltem is entered under "Amount"), or (3) to perform a
servlce for which the vzctlm(s) has (have) already paid (for
example, a satlsfactory car or appliance repalr)

Restitution here does not 1nclude ”symbollc restitution"

through community serv1ce."This should be considered as
"Probation” J.nstead. ‘ ' ' '
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ECONOMIC CRIME PROJECT REPORTING SYSTEM

Complaints, Inguiries, and Complaint Resoiution
Procedures Reporting Form

ECP Unit;
Period Coverad:
Date Filled Qut:
Filled Out by:

- Compiaints and Inquiries

Number of Complaints, Inquiries, or
Other lnitial Cantacts withoffies ........................ Number:

Form S-1
1/29/79
Page 1 of 1

Qffics Complaint Resolution Procadures

Number of Matters Involving

Compiaint Resolution Pmcadures begun this month ....... Number:
Number of Voluntary Restitutions .’ ........ ceeevieccnn. . Number: -
Restitution Amount in Dol!_afs‘ . ........ . ,V. . ;‘ ...... cervie S
Number of Referrals to Other Agenc:es ..................... Number:
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- ECONOMIC CRIME PROJECT REPORTING SYSTEM

Investigation information Reporiling Form

Pagua .o _ .

.
.

ECP Unit

()
)

Period Covered
Date Filled Out
Filled Out by

.
.

COMMBENTS

Ay

“CLOSING/DISPDSITION
AF IKVESTIGATION

ClviL

MISDEMEANCR

CASE
({333

7.5

FELONY

AGENCY TYPE—SEE
CODED LIST OF AGENCIES

Haleriad

CHECK IF REFSARED -

Mlidaticn
Anount
fin
dollws)

7.

CHECK IF RESTITUTION

\M""V‘J&'V"

REMEDIAL ACTION 7.2
CLOSED AGMINISTRATIVELY 121 1
AGENCY TYPE— SEE ]
um COOED LIST OF AGENCIES
G| AGENCY AEFERRAL 12
mm PRO-ACTIVE INVESTIGATION 6.2 |
INQUIRY/COMPLAINT umu _ }
] GOVERNMENT . |
wm SUSINESSES OR INGTITUTIONS
>

INDIVIQUALS

N0, UNGER
SVESTIRATION

SUSINESSES QR
INSTITUTIONS

INQIVIDUALS

SUBJECT
MATIER

SEE CQOED LIST OF
ECONQMIC CRIMES

B Sy

IBENTIFYING
NUMIER

TYPE OF
ENTNY

INVESTIGATION CLOSING

INVESTIGATION OPENING
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ECONOMIC CRIME PROJECT REPORTING SYSTEM

Form 8-4
1120419

Case Informatlon Reporling Form

of .

Pago.

-

hd
g
E ]
=2
2
R .
3s3
“ ‘lr “ — R tt— tn v ,
3 | 3 [AESTIUTION—COURT GRGERED dpidd
s 4 | 3 [AESTITUTION=NOT COUAT ORDERED o
= | |civit JUDGMENT b he
F FINE/FENALTY a
£ [INJUNCTION/EQUITABLE AEMEDY. 13.3
FROBATION 13,
. PRISON/JAIL 3.1
DEFERARED JUDGMENT l
DISMISSED/CROPPED
aF[AcaQuITTAL
S 2 [ MISDEMEANGR CONVICTION _ =
£ 3[FELONY CONVICTION
-|* S [NECOTIATED SETTLEMANT/
STIPULATED JUOGMENT
NEGOTIATED FLEA
1 | JURY
8&| = | NONNJURY -
£3], 3|NEGOTIATION
—-=ig=
£}*.SiNQ PROCEEDINGS .
’ »] GOVERNMENT ]
&3 PUSINESSES OF a
S5 LINGTITUTIONS i
> iNDIvVIDUALS |
L BUSINESSES OR
ww INSTITUTIONS
g&1 INCIvIDUALS
8| se= cooep ust oF =
3 3| ECONOMIC CARIMES
civiL
-
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L~
FELONY
£
mw o~
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£832 32
£ 9 5 S |az|case crosna |
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Number

10
11

12
13

14
15
16
17
18
19

TnB

ECONCMIC CRIME PROJECT REPORTING SYSTEM

LIST OF AGENCY CODES

Agency

Consumer Protection Agencies

State Agencies
Local Agencies

Non~-Government/Business/Consumer Groups
(for example, Better Business Bureaus)

Regulatory Agencies

federal 2Agencies
State Agencies
Local Agencies

Investigative/Police/Law Enforcement Agencies

Federal Agencies
State Agencies
Local Agencies

Attorneys/Prosecutors

United States Attorneys (Federal)

State Attorrey General--Consumer Protection/
Fraud Division

State Attorney General (other than Consumer
Protection/Fraud)

Local/Municipal Government Attorneys' Office
(for example, Corporation Counsel, New York City)

Legal Services or Private Attorneys
Smal2. Claims Court

Trade Agsociations

Qther

Other Local District Attorneys/Prosecutors* Offices

NDAA Economic Crime Project Center, Chicago
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ECONOMIC CRIME PROJECT REPORTING SYSTEM

LIST 9F ECONOMIC CRIME CODES

Investments
1.1l. Advanced fee schemes
1.2. Business opportunity schemes
- (including franchises, vending
machines, chain zeferral, and
pyramid schemas)
. ‘Ponzi schemes
+ Securities
. Ccmmodities .
. . Precious metals, jewelry, and
gens
. Other invesatment schemas-~
general

Financing, Credit, and Banking

2.1. Bad chaecka, check kiting
2.2. Bankruptcy

2.3.  Inheritance frauds

2.4. Creadit cazds

2.5. Debt collection

2.6. Debt consolidation

2.7. Usury

2.8. Loans (including mortgages)
2.9. Installment purchases

Computer Relatsd

3.1. Electronic Funds Transfer
System (EFTS)
« 3.2. Computer abuse and fraud

.Insurance

4.1. Arson-for-profit

4.2. Life

4.3. Accident/casualty
4.4. Othar insurance fraud.

Corruption, Abuse of Trust, and
TheXt (se€e alsc 6.7/.-=THait OF
utility sezvices, energy)

~ 5.1. Bribery of governmant emplcyees
({including kickbacks)
S.2. Commercial bribery (inecluding
kickbacks)
3.3+ Conflict-of-intarast '
?.4. Misuse of confidential infore
- mation, trade secret theft
5.5. Embezzlemsnt
5.6. Larceny (inecluding by false
i - pretenses and by trick)
$<7. Misappropriation of funds
5.8. Forgery

Fraud Against Government, Public
Agenci.as, Utilities

6.1. Licensing violations

6.2. Regulatory violations

€.3. ‘Revenua violaticns: inccme tax

6.4, Revenue violaticns: sales and
: use tax :

6.5. ‘Welfaze

6.5,  Medicaid . B

6.7. Theft of utility services,

snerqgy
6.8. Procuremanit fraud

Trade Practices (see also 2.9.--Install-
ment purchases

7.1. Advertising: bait-and-switch

7.2. Advertising? genazal

7.3. Weights and msasures

7.4. Antitrust and restraint of trade,
price~fixing

7.5. Duceptive trade practices -
general (including misdescription
of goods/services, pricing, ‘pack-
aging, and warranty frauds)

7.6. Coupon redsoption frauds

7.7.  Other trade-ralated frauds

Housing, Land, Real Estate, and Constructicn

8.1. Home improvement
8.2. Construction
8.3. Llandlord-tenant

8.4. Mobile hocoe

8.5. Real estate/land
8.,6. Title law

8.7. Reantal locator

Health and Medical Cara (see aiso 6.6-~
Megilica N ) .

9.1. Medical treatmants by profassionals
{sarvices=~doctors, dentists,
nurses)

9.2. Medical supplies and devices
(Products=-hearing aids, drugs
cosmetics)

9.3. Nursing homes

9.4. General health care sacvicas
(laboratory, hospital cara)

9.5. EHealth and safety standards
(including buildings, institu~
tions, environment)

©y
{1

Sales ard Repairs (see also 7.1 and 7.2--

vert sing

Yi.l. aAppliance repair fraud

10.2. Automobile sales (including
automotive parts)

10.3. Automobile repairzs

10.4. Other products: sales

10.5. Other products: Tepairs

Berscnal and Professicnal Services (see also
<¢==Business opportunity schemes; 9.l--
Medical profesaional services)-

1l.1. School/training frauds: career/
. employment opportunity

11.2. - School/training frauds: perscnal
improvement or benefit

11.3. Perscnal improvement schemas--
general (including club mamberships)

1l.4. Contest frauds

11.5. Tzaval and vacations

11l.5. = Transportation

11.7. <Charity frauds

11.8. Attorneys' professional servicgss

Other
999. "Other®-~use this category only if
) NO ‘other category abplies and if the

nature of the investigation/case is
expiained under "Comments."
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APPENDIX C

ECONCMIC CRIME PROJECT REPORTING SYSTEM:

FOPMS
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ECONOMIC CRIME PROJECT REPORTING SYSTEM

Compiaints, Inquiries, and Compiagint Resalutien 573755'1
Frocedures Reporting Form Pagm 1ot
Ece Unit: .
émad Covered:
Oate Filled Qut:
Fiiled Qut by:

Complaints and Inquiries _

Number of Complaints, Inguirias, or
Cther Initial Contacts with ofic® ........ouveevnnnn.n. . .Number:

Ctflca Compiaint Resolution Pracaduras

" Number of Matters Invalyirig
Compiaint Resolution Procedures Begun this month ... .. ..Number:

Number of Valuntary Restitutions . ..

......... vevesaaeseseNUMBEn
D e e Restitution Amount in Dollars ....... Caeearesenannnne hhiansany oS
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- o o 219
Preceding page blank
/.

R R T

T e S L I

Seeun




f
@
=
LLd
s
wn
S
[7,]
=
03
= =
e 3
OR
g &
o =
w
_
Q3
R
& 2
>3
ey
<
23
08
S
M;
O
2
-Q
Q
[
i
z
=
[«
Q
1T

1729779
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CASE INFORMATION

COMMENIS

Flasuciat
0
B
=

CIVIL JUDGMENT

TON—COUAT ORDEAED
AESTITUTION-=NOT COQURT ORDERED

FINE/ BENALTY

FENALIV/BEMERY.

INJUNCTION/

ITABLE AEMEDY

PROBATION

[ PRISONZJAIL.

DEFEARED JUCGMENT

OISMISSED/DRQPPED

ACQUITTAL

MISODEMEANCR CONVICTION

RESLLY OF

FELONY CONVICTION

FADLEEDNIG

| STIBYLATED JUDGMENT

NEGOTIATED PLEA

a [JURY
= _ NON~JURY

TYPEOF

g A|NEGOTIATION

PROCEESINS

={NC PROCEEDINGS

GOVEANMENT

GUSINESSES OR
INSTITUTIONS

INCIVIDUALS

BUSINESSES OA"
INSTITUTIONS

INCIVIOUALS

SEE COOED LIST OF
ECONOMIC CRIMES

MATIER | FENDANTS

SUBIECT | MO OF BE-

REPORTING FORM

OF MVESTIGATION

CLOSING/DISrOSITION

CIVIL

MISDEMEANGHR A

CASE
i

FELONY

AGENCY TYPE-=SEE
CODED LIST OF AGENCIES

CHECK 1F REFEARED

=
=
=)

mouni
ollars)

Bastiuiien | Beforcad

< k-
]

CHECK IF AESTITUTION

MEQTAL ACTION

F

CLOSED ADMINISTAATIVELY

SOUNLE OF
INVESTIGATION

AGENCY TYPE= SEE . .
CODED LIST QF AGENCIES

AGENCY REFERRAL

PRO-ACTIVE INVESTIGATION

INQUIRY/COMPBLAINT

GOVEANMENT

e

INVESTIGATION INFORMATION

ECONOMIC CRIMES

- [}
S3S0SINE NS i
22 NnowiouaLs i
- 3| ausiNesses or ;
§3 | INSTTTUTIONS
32

. v
nm INDIVIOUALS

£| se= conep ust oF

-

x

WENTIFVING | SURJECT
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ENINY

VYFE OF
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Filled Out by:

I CASE CLOSING
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2
<
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3 FINE/PENALTY
£ TINJUNCTION/EQUITABLE AEMEDY
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PRISON/JAIL
OEFERRED JUDGMENT
DISMISSED/DACPPED
& 3 [ ACQUITTAL
S & | MISDEMEANOR CONVIGTION
m.m. BELONY CONVICTION
INEGOTIATED AETTLEMENT/

STIPULATED JUDGMENT

NEGOTIATED PLEA

PROCEEDING

3 [JURY

= INONJURY

&m NEGOTIATION

NO PROCEEDINGS
GOVERNMENT

FEUSINESSES OR
LINSTIUTIONS

INDIVIDUALS

Case Informallon Repoiling Form

NO.0F BE-

FENBANIS

BUSINESSES OR
INSTITUTIONS

INDNIDUALS

ECONOMIC CRIME PROJECT REPORTING SYSTEM
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