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The Criminal Code Commission reports to the 1981 session of the North 

Carolina General Assembly on the problem of white collar crime in North 

Carol~na. This report is made pursuant to Resolution 28 of the 1979 

North Carolina General Assembly. 

1 en A. Ba i 1 ey 
Chairman, Criminal 

./ .: 

, Q 

c· 
. ~ '. . .. 

J 

~ t 

! 
I 
I r,:;. , 

" 

I 
"I 
i 

I 
c,! 

, ' 

o 

INTRODUCTION Q 

Resolution 28 (seecAppendix A) of the 1979 North Carolina General 

Assembly directed the Criminal Code Commission to study the problem of white 

collar crime in North Carolina and proposals to remedy that problem. 

Resolution 28 requires that the report be made no later than the first 

day of the 1981 session. 

The study by the Criminal Code Commission included reading publications 

.dealing with white collar crime, written surveys of North Carolina prosecutors, 

law enforcement officers and chambers of commerce, and intervtsws with federal 

and state criminal justice officials. 

DEFINITION"OF WHITE COLLAR CRIME 

Res~lution 28 did not define the term "white collar crime." One of the 

most widely-used definitions nationally is "an illegal act or series of acts 

committed by nonphy~ical means and by concealment or guile, to obtain money 

or property, to avoid the payment or l()ss of money or property, or to obtain 

business or persona1 advantage. 1I A more simp.le and layman-like d'efiniti'on 

would be "non-violent fraudulent or secretive acts committed in order to 

obtain money, property, or personal or business advantage, and usually 

committed by persons who are not norma1.]y considered 'crimfnals. '11 

Typical white collar crimes are embezzlement, obtai'ning property by 
, ;1 

false preten'ses, antitrust, income tax' and securities vfolations, bribery, 

investment swindles, pyramid ,schemes, deceptfve advertising, government'frauds 
" c} 

() 

sucn as Medicaid fraud, and other frauds involving insurance, home improvements, 

bankruptcy, business opportunities, credit cards and computers. 
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FINDING~ 

1. Thoe extent of white collar crime being committed in North Carol ina is 

not reasonably known. There are at li:!ast two reasons why. 
, . . II 

. . 
~irst, most white collar crimefi'unrepor~ed because~he victim is 

'''. ~ . 

unaware of his loss, or if he is aware, he does not report it. 

("Second, white coll ar crimes reported by 1 aw enforcement agenci es are 

not compiled adequately at the present time. Local law enforcement agencies 

in North Carolina are ~ot required to report arrests and criminal offenses 

to the Police Information Network, although almost all of them do so on a 
o 

c voluntary basis. North Carolina (as most· otherostates) uses the standard 

Uniform Crime Report (UCR) Program, which requires agencies to report only 
D 

arrests, but not offenses, for such white collar crimes as embezzlement and 

f~aud. In addition, Ehe amount of financial loss resulting from such crimes 

is not inc~uded in the reporting program. Thus the only information about 

embezzl ement and fraud for calendar year 1979 in the Uni form Crime Report 

issued by the Police Information Network is the fact that there were 498 

arrests for embezzlement and 39,820 arrests for fraud. The fraud category 

includes worthless checks, thus eXPlainin1.he.high figures. . 

The Police Information Network is developlng_a new reportlng system, 
'~ . Incident Base Reporti ng, which wi 11 pi"ov::i=-d'e-more accurate and detall ed 

information on all reported crimes. It will use initial and supplemental 

investigation reports and arrest reports submitted by local law enforcement 

agencies to provide information about reported crimes, the amount of loss 
,7) 

associated with each criminal offense,\,and whether an arrest resulted and 

what specific charge was brought. In addition, the fraud cat~gory (as 

with other categories) will be suvdivided to provid~ more specific'lty than 
~\\ 

the standard UCR Program. Fraud .will be suvdivided intaii (1) worthl . .ess chec'k; 
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(2) false pretenses; (3) flim-flam; (4) unauthorized use of conveyance by 

employee and failure to return a rental car; and (5) other. The success of 

this re~orting system will depend on the cooperation of local law enforcement c''':' c$':;' 

agencies and the provision of funds for additional Police Information Newwork 

staff. 

In 1974 the United States Chamber of Commerce published A Handbook on 

W~ite Collar Crime which estimated that the "'ball-park' figure for the 
(i 

short-term and direct dollar loss [from white collar crime] is estimated at 
, (' "'\\\ 

r::"'\ 

not less than $40-bi11ion annually, which excludes the cost to the public 

\:J and business of price-fi,xing ill egal ities and industrial espionage ... II 

It was admitted, however, that no one has ever computed a reasonably accurate 

figure. And it remains highly unlikely that a reasonably accurate figure 

could be compiled, since most white collar crime is not discovered or 

reported. 
\\ 

2. Local law enforcement agencies do not have sufficient resources or time 

to investigate most white collar crimes. Personnel trained in accounting are 

necessary to investigate most white collar crimes. Most local law enforcement 

agencies lack such personnel. In addition, local agencies are overburdened 
'0 

with investigating such crimes as murder, rape, burglary, larceny, armed 

~obbery, forgery, and arson. 

3. The Special Investigation'Division of the Department of Justice needs 

additional State Bureau of Investigation (SB!) agents if it is to investigate 

adequately the bulk of white collar crimes in North Carolina. The Division 

" consists of niqe SBI agents~ who investigate most com,plex white collar crime 

cases in North Carolina. More agents will be needed so th~ Division can .more 

adequ~t~ly deal with their caseload. In addition, training funds are needed 
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to provide the agents with the background to inVestigate sophisticated 

crimes such as computer fr.aud. 

4~ Local prosecutors generally lack the time needed to ptepare and prosecute 

compl ex white coll ar cases because of ~he demands of prosecuting other cases 

and the requirements of the speedy trial law. The Special Prosecutions 

Division of the Department of Justice will be expected to continue to 
;) 

provide assistance to qocal prosecutors upon request. 

jI 
, /' 

The Consumer Protection Division of the Department of Justice need~ 5. 

to make more frequent use of radio and t~levision announcements that warn 

consumers of recurring frauds; more staff may be needed to accomplish this 

~. Greater publicity about specific consumer frauds may (lh,reduce 

the number of victims defrauded, and (2) discourage some persons from 
I 

perpetrating their schemes. I" 

LEGISLATIVE PROPOSALS 

The Criminal Code Commission will be submitting a Legislative Program 

an.d Report to the 1981 General Assembly to revise criminal laws in North 

Carolina.o The legislat.ive proposal will prov;'de criminal liability for 

the broad range of acts that n.pw are denominated as white co11ar crimes. 

For example, the proposed code will codify the numerous common law 

and statutory larceny offenses ina single crime of tbeft that will 

(1') crJs~Z any gaps in existing law, and (2) be broadly deftned to encompass 

'any new forms of white collar theft of property or services that may develop 

in the future. Typical white collar crimes such as embezzlement and 
, " 

obtaining property by false pretenses also will be included in .the crime 
" 

of theft. 
1\ 

In addition, the new code will include specific provisions· 

o 
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'de~ling with kickbacks, bid rigg~ng, commercial bribery, and deceptive 

bu6iness practices~ 

The crime of theft is an exampl e of proposed code I s effort to 

improve the criminal law by stating offenses more concisely, consolidating 

relat;,ed offens(fs, codifying matters now found only in case law, stating 

offenses ,in modern language, clos.ing gaps in the law, and eliminating 

o.utdated stat!,1tory provisions. 
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o GENERAL ASSEMBLY OF NORTH CAROLINA 
SESSION 1979 

APPENDIX A RATIFIED BILL 
"I 

BESOLUTICN 28 

HOUS~ JOIN~ aE~OLOTION 1188 

A JCINT RESOLUTION tIBECTING THE CBIMINAL CODE CC!!ISSICN TO 

STUDY THE ~BOBLEM 01 WHITE COLLAS CBl!E IN THIS STA~E. 

Be it r~solved by the House of Bepresentatives, the Senate 

concurring: 

Section ,. ~he Cri~inal Code commission is directed to 

~nclude as part of its duties a study of the problem of white 

collar crime in North Carolina and proposals to r~medl that 

problem .. 

s~~~ 2. the commis~ion shall report its findings to the 

1979 Session of the General Assembly no claterthan the first day 

of its 1980 Session. However,. if the lite ofi,the cOJiliission is 

extended into '981~ the report shall be made no later than the 

first day of the 19a1 Session of the General Assell~ll. 
" 
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Sec. 3. ~h1s resolutioA i~ effective uponratification._ 

In the General lssembly read three times and ratified, 

this the ~6th day ot May, 1979. 

JAMES C. GREEN 
----------------~------------''..~ , 

James C. Green 

President of the Senate 

CARL. J. STEWART, JR 
------.----------------------~----

(, 

Speaker of the Hause of Representatives 
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2 House Joint Resolution llaa 
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