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Chapter  I 

INTRODUCTION 

I t  has been more Umn f o r t y  y e a r s  s i n c e  Edvin SutJ ler land co i n ed  the  

phrase w h i t e - c o l l a r  c r ime.  The express ion  nov appears regu la r17  in  the 

l i t e r a t u r e  o f  the s o c i a l  sciences here ~nd abroad. I t  has been 

t r a n s l a t e d  i n t o  f o r e i g n  langua~p~s, and has been used to  descr ibe  

behav io r  i n  o the r  e c o n ~ i c  systems. I t s  importance i s  u n i v e r s a l l y  

r - . co~ t zed .  I t  i s  even accepted by orcLLnary men and va=en i n  everyday 

c~scourse. 

But w h i t e - c o l l a r  cr ime means a l l  th ings  to  a l l  peop le .  Used 

l a r g e l y  f o r  po lemica l  ends, the term has never been c o n s i s t e n t l y  

de f ined .  The concept has ins tead  served as a r e s i d u a l  ca tegory ,  

r e f e r r i n g  to  s o c i a l l y  harmful  a c t s  Chat a r e  t r e a t e d  mor~- l e n i e n t l y  than  

o r d i n a r y  c r ime ,  or  to  a c t o r s  whose behav io r  remains  unexp la ined  by 

t r a d i t i o n a l  c r i m i n o l o q i c a l  t heo ry .  Prc~lems o f  d e f i n / t i o n  a s i d e ,  

s c h o l a r s ,  l awyers ,  and p o l i c y  a n a l y s t s  remain u n a b l e - - o r  u n w i l l i n q - - t o  

c o h e r e n t l y  d e s c r i b e  what w h i t e - c o l l a r  cr ime i s  supposed to  r e p r e s e n t .  

& r e v i e v  o f  the l i t e r a t u r e  l e aves  one,  l i k e  J a m e s ' s  newborn c h i l d ,  w i th  

a sense  of  only  " b l o ~ i n q ,  buzz inq ,  c o n f u s i o n . "  Each o f  the  major 

i deas  one encoun te r s  i s  i m p e r f e c t  or  rema~ts undeveloped,  pe rhaps  

because d i s c u s s i o n  has too o f t e n  lacked  the  b e n e f i t  o f  hard  ev idence .  

Or a r e a l l y  meaninqful  way o f  look inq  a t  the  s u b j e c t .  I s h a l l  

argue throuqhout  t h a t  t hese  t v i n  p r o b l e m s - - i n a t t e n t i o n  to  the  d e t a i l s  

- 1 - 



of  wl~Lte-col lar  i11egel~Lty, and the  cho i ce  o f  an i n a p p r o p r i a t e  a n a l y t i c  

f ramevork--have  hampered our u n d e r s t a n d i n g  o f  v l ~ t e - c o l l a r  c r ime .  

Indeed,  an e n t i r e l y  aev approach i s  r e q u i r e d .  The i l l e g a l  conduct  ve 

c a l l  v l ~ t e - c o l l a r  comes to  us prepackag.-d,  a r r i v i n g  i n  boxes e l r e a d y  

l a b e l e d  b~ the  l e g a l  sys tem;  the  names we a t t a c h  to  w h ~ t e - c o l l a r  

phenomena, names l i k e  ms/L1 f raud ,  embezzlement, s e c u r i t i e s  v i o l a t i o n ,  

are assigned accord ing to  s t a t u t o r /  d e f i n i t i o n s  i n  J , ,a4c ia l  codes, no t  

i n  terms o f  the ac tua l  behav io r  t ha t  germs the con ten t  o f  o f fenses .  

This means we s tudy w h i t a - c o l l a r  crime in  a l a r g e l y  a r t i f i c i a l  s e t t i n g ,  

t h a t  ve develop  and t e s t  i d e a s  u s i n g  a g r i n  o f  i n t a l l e c t u a l  r e f e r e n c e  

t h a t  does no t  r e f l e c t  the  s o c i a l  r e a l i t y  o f  our m a t e r i a l .  For 

v l ~ t e o c o l l a r  crtJne i s  behav io r  t h a t  occurs  i n  s o c i a l  c o n t e x t ;  i t  i s  

h~nan i n t e r a c t i o n  and should  be examined as such.  

I p ropose ,  t h e r e f o r e ,  to  d e s c r i b e  v i ~ t t e - c o l l a r  cr ime in  a way t h a t  

makes sense  s o c i o l o q i c a l l ¥ ,  by deve lop inq  a typo loqy  o f  the  c r i m i n a l  

behav io rs  ve nov term vh ' - ' t ~ -co l l a r  t h a t  focuses on a c t u a l  behav io r ,  

r a t he r  than t~e s t a t u t o r y  ca tego r ies  in  which such conduct i s  sa id  to  

£a11. Why a typo logy? Typo log ies  are an impor tan t  p a r t  o f  the 

s c i e n t i f i c  process.  The modern taxonomy o f  f l o r a  and fauna, developed 

by Linnaeus i n  the e igh teen th  cen tu ry ,  i s  a t ypo logy ;  so i s  Hendeleev 's  

p e r i o d i c  t a b l e .  I,~ 3oc io logy ,  the use o f  c l a s s i f i c a t o r y  schemes dates 

to  the b i r t h  o f  the d i s c i p l i n e - - D u r k h e i m . s  work proceeded 

t y p o l o q i c a l l y .  Typo loq ies  gene ra l i ze ,  and g e n e r a l i z a t i o n  beyond the 

ia lnedia te  i s  a t  the h e a r t  o f  a l l  u n d e r s t a n d i n q ;  a b s t r a c t i o n  g i v e s  

meaning to the  i n f i n i t e l y  v a r i e d  world o f  sense  da t a  around us .  To 

make e x p e r i e n c e  i n t e l l i g i b l e ,  ve th ink  o f  s i n g u l a r  e v e n t s  as uniform 



and r e c u r r e n t ;  we e l i m i n a t e  what i s  unique in  o r d e r  to  g ra sp  the  

r e p e t i t i v e  and i n t e r r e l a t e d ,  i~hether we c o n s t r u c t  s o c i a l  r e a l i t y  as 

P a r t i c ~ o a n t s  i n  the  everyday ,  or  as c b s e r v e r s  a t  one remove, 

c i a s s i f i c a t i ~ n  i s  e s s e n t i a l  to  comprehension ~Schutz,  i954) .  I t s  p ~ e r  

was r e c o g n ~ e d  by a l e a d i n g  econoe~tst and p h i l o s o p h e r  o f  s c i e n c e  a 

c e n t u r y  ago= 

The r e s u l t  o f . . . c l a s s i f i c a t i o n  i s  to  F i e l d  g e n e r s ~ i 3 e d  
knowledge, as d i s t ~ l g u i s h e d  frnm the  d i r e c t  and sensuous  
knowledge o f  p a r t i c u l a r  ££c t s  . . . .  The f a c ~ t i c a t i o n  and 
a b b r e v i a t i o n  o f  menta l  l abour  i s  a t  the  bot tom o f  Al l  menta l  
p r o g r e s s .  The r e a s o n i n g  f a c u l t i e s  o f  Nev~on were no t  
d i f f e r e n t  in  n a t u r e  from t h o s e  o f  a p l o u g ~ a n ;  the  d i f f e r e n c e  
lay  in  the e x t e n t  to  which they  were e x e r t e d ,  and the  number 
o f  f a c t s  ~Ltch could  be t r e a t e d .  Every t h i n k i n g  b e i n g  
g e n e r a l i s e s  more or  l e s s ,  bu t  i t  i s  the  dep th  and e x t e n t  o f  
h i s  g e n e r a l i s a t i o u s  which d i s t i n g u i s h  the  p h i l o s o p h e r  . . . .  i t  
i s  the  e x e r t i o n  o f  the  c i a s s i f y i n g  and g e n e r a l i s i n g  powers 
which enables the  i n t e l l e c t  o f  man to  cope i n  sane degree 
w i t h  the i n f i n i t e  nun~er o f  n a t u r a l  phenomena (Jevons, 
1877:674). 

&ccordinq to  NcKinney (1966=10), one may take e i t h e r  o f  two 

approaches  to  c l a s s i f i c a t i o n .  The f i r s t  i s  h o l i s ~ t c  and i n d u c t i v e ;  

g e n e r i c  resemblance i s  i d e n t i f i e d  a t  the  expense  o f  d i f f e r i n g  

p a r t i c u l a r s .  The o t h e r  i s  d e l i b e r a t e  and p r a g m a t i c - - r e s e m b l a n c e  i s  

def ined  in  terms o f  c e r t a i n  common q u a l i t i e s  which are themselves 

se lec ted  accord ing to  one 's  p rec i se  t h e o r e t i c a l  i n t e r e s t .  I choose the 

former.  Since the l a s t  cen tu ry ,  when Nayhev, Moreau, and ~ r o s o  

wro te ,  cr~,ninolo~sts have advanced count less  t y p o l o ~ e s ,  each from a 

d i f f e r e n t  p e r s p e c t i v e .  I t  was always hoped, o f  course,  t h i s  p ro fus i on  

would lead  to  g rea te r  understan(:Li~'.q. Ins tead ,  we have i n h e r i t e d  a 

hodgepodge of  u n r e l a t e d ,  o f t e n  c o n t r a d i c t o r y ,  tazon~nic  d e s i g n s .  I s  

t h i s  because so many o f  t h e s e  t y p o l o g i e s  were deve loped  wi th  a s p e c i a l  

purpose in  mind? In a f i e l d  l a c k i n g  g e n e r a l  agreement as to  what i s  

~ o r t a n t ,  everyone has gone i n  t h e i r  own d i r e c t i o n .  



No grand  s o l u t £ o n  t o  t h i s  s t a t e  o f  a f f a i r s  a p p e a r s  i n  t h e s e  p a g e s .  

My s u g g e s t i o n  i s  r e a l l y  q u i t e  z o d e s t - - t h a t  ve  ge t  as  c l o s e  to  a c t u a l  

b e h a v i o r  as  p a s s i b l e ,  desc r J J ) ing  and c l a s s i f y i n g  c r i m i n a l  a c t i v i t y  i n  

terms o£ v h a t  each  a c t o r  does ,  A f t e r  e l l .  as  s o c i a l  s c i e n t i s t s  or  

p r a c t i c i n g  l aw/e r s0  ve seek  to  u n d e r s t a n d ,  p r e d i c t ,  and c o n t r o l  human 

b e h a v i o r .  Why no t  c l a s s i f ~  b e h a v i o r ,  t hen°  b e f o r e  c o n c e r n i n g  m a r s e l v e s  

v i t h  p s y c h o l o g i c a l  t r a i t s °  s o c i a l  background ,  p e e r  group s u p p o r t ,  

s o c i e t a l  reac t ion ,  s o c i o c u l t u r a l  con tex t ,  or any o f  the other  bases on 

v l ~ c h  Cypologies  have been  e r e c t e d  i n  t he  p a s t ?  

Let us there fore  develop vhat  Hempel (1965z156) termed s 

" c l a s s i £ i c a t o r ¥ "  typo logy o f  v h i t e - c o l l a r  cr ime. Such a t vpoloqy 

cateqor ises along na tu ra l  l i n e s ,  on the bas is  o£ emp i r i ca l  observat ion .  

To be sure, there are problems wi th  t h i s  approach. Because they have 

not been def ined i n i t i a l l y  i n  l i g h t  o f  a p a r t i c u l a r  theory,  r esu l t an t  

types are not l o ~ c a l l y  i n t e r r e l a t e d .  Nora impor tant ,  such e f f o r t s  

tend to focus on r e l a t i v e l y  concrete c h a r a c t e r i s t i c s - - t h o s e  most 

amenable to r e l i a b l e  observat ion- -and ere necessar i l y  l inLtted by the 

breadth and q u a l i t y  of  a v a i l a b l e  data.  

That a tl~poloq,/ does not proceed from theory i s  perhaps an 

advantage in  a f i e l d  vhere theor ies  have p r o l l f e r a t e d  in  the absence o f  

hard evidence. S i m i l a r l y ,  concern fo r  a t t r i b u t e s  tha t  can be e a s i l y  

observed is  appropr ia te  vhen abs t rac t  concepts have produced more heat 

than l i g h t .  In format lon q u a l i t y  is  a lvays c r i t i c a l ,  end at  a number o£ 

po in ts  below, I sha l l  be concerned w i th  the l i m i t a t i o n s  o f  the 

mater ia ls  I york v i t h .  But an even more press ing issue must be £aced 

at  once.  



Why t r y  to  deve lop  a new c l a s s i f i c a t o r y  scheme whose bounda r i e s  

i n t e r s e c t  s t a t u t o r y  l i n e s ?  Don ' t  l aq~ l  : a t e q o r i e s  ~ . c  c l o s e  t o  

r e a l - w o r l d  ~ . o r ?  Of c o u r s e ,  t o  some e x t e n t ,  ~hey .~o. Yet many who 

have worked ~ i t h  l e g a l  c a t e g o r i e s  h~ve found them l a c k i n g .  

C l a s s i f i c a t i o n  a c c o r d i n g  to  l e g a l  d e f i n i t i o n  i s  q u i t e  coamon. In 

f a c t ,  s t a t u t o r y  c a t e g o r i e s  a re  p robab ly  the  o l d e s t  means o f  c l a s s i f y i n g  

c r i m i n a l  behav io r  and a c t o r s  t h a t  we knc~. O f f e n d e r s  have been l a b e l e d  

murderers  or  a r s o n i s t s ,  e a~ezz i e~s  or  b u r g l a r s ,  s i n c e  t ime immemorial.  

This  p r a c t i c e  c o n t i n u e s  today,  bo th  in  the  popu la r  media and s o c i a l  

s c i e n c e  l i t e r a t u r e .  The F B I ' s  Unxform Crime Repor t s ,  f o r  example,  

r e f e r  to  v i o l a t i o n s  o f  la~ as they  have bean d e f i n e d  in  the  pena l  code .  

But whether  i n d i v i d u a l s  or  t h e i r  a c t i v i t i e s  a re  b e i n g  c l a s s i f i e d ,  

c a t e g o r i z a t i o n  on the  b a s i s  o f  s t a t u t o r y  o f f e n s e  runs  i n t o  a number o f  

d i f f i c u l t i e s .  F i r s t ,  t h e r e  i s  f r e q u e n t l y  a s i q n i f i c a n t  d i f f e r e n c e  

between the  misdeed one i s  c o n v i c t e d  fo r  and the  crime one a c t u a l l y  

commits. P r o s e c u t o r i a l  d i s c r e t i o n  Ln c h a r g i n g  and p l e a  b a r g a i n i n g  

means t h a t  c a t e g o r y  o f  c o n v i c t i o n  may only  vague ly  resemble  o r i g i n a l  

o f f e n s e .  Second, because  l e g a l  d e f i n / t i o n s  vary  over  t ime and p l a c e ,  

comparat ive  a n a l y s i s  i s  p r o b l e ~ a t i c .  D i f f e r e n c e s  in  the  p e r c e p t i o n  or  

process~_ng of  d e v i a n t  behav io r  may thus be masked. F i n a l l y ,  even when 

time and p l ace  are  c o n s t a n t ,  s t a t u t o r y  c a t e g o r i e s  may no t  comprehend 

homogeneous u n i t s  o f  b e h a v i o r .  Why i s  t h i s  so? 

Seve ra l  f a c t o r s  combine to  p r e v e n t  the  l e g i s l a t i v e  c r e a t i c n  o f  

mutual ly  e x c l u s i v e  pena l  c a c e g o r i s s  which c o n s i s t e n t l y  d i s t i n g u i s h  

un l ike  a c t i v i t i e s .  Whether l e g i s l a t u r e s  move on t h e i r  o~n i n i t i a t i v e ,  

or  are  mob i l i zed  by o u t s i d e  i n t e r e s t  groups ,  t h e i r  s t a n c e  i s  



e s s e n t i a l l y  r e a c t i v e - - n e w  laws a r e  p a s s e d  i n  r e s p o n s e  t o  p e r c e i v e d  

s o c i a l  p rob lems .  The t a s k  is to a d d r e s s  l e ~ s l a t i o n  t o  s p e c i f i c  forms 

o f  conduc t - - t o  "c lean  up" s p a r t t = u l a r  i n d u s t r y ,  to  p r o t e c t  a spec ia l  

set of potential victims, to defend against a new form of criminal 

organization--not to maintain a iog~caLly coherent penal coda. There 

is no guarantee prohibitions w i l l  f i t  together neatly as they 

acctnnulate over  t ime.  

The l e g i s l a t u r e s  o r  coe=nissions which d r a f t  c r i m / n a l  codes 
are r a r e l y  omn isc ien t .  The i r  work i s  t r a n s m i t t e d  from one 
generatlon to another in piecemeal fashion, always with the 
p r o s p e c t  t h a t  the  n e x t  g e n e r a t i o n  will add handsomely to  the  
s t e t u t e s - - q u i t e  o f t e n  w i t h o u t  b o t h e r i n g  to  weed ou t  o b s o l e t e  
ones  or  to  harmonize  t he  o l d  w i t h  t he  new ( K i r c h h e ~ e r .  
1949 ~515-516). 

Even when this process of historical accretion is arrested mcaentarily 

by c o d i f i c a t i o n ,  s t a t u t o r y  c a t e g o r i e s  may never the less  r e f l e c t  the 

acc idents  o f  t h e i r  b i r t h .  M a l l ' s  (1952) rev iew o f  the emergence i n  the 

e i g h t e e n t h  c e n t u r y  o f  s e v e r a l  d i f f e r e n t i a t e d  c r i m e s o f  t h e f t  from t h e  

charge o f  s imple la rceny ,  as Par l iament  and the j u d i c i a r y  reac ted  to  

s o c i a l  change by c r e a t i n g  more p r e c i s e l y  t a r g e t e d  cr ime ca tego r i es ,  i s  

on p o i n t .  Basic d i v i s i o n s  w i t h i n  the modern law o f  t h e f t  s t i l l  g i ve  

c l ea r  evidence o f  t ha t  e v o l u t i o n .  

k r e l a t e d  problem a l so  ~x /s t s .  Though aimed a t  specific forms o f  

behav io r ,  l e g i s l a t i o n  may be more concerned w i t h  problems o f  p r o o f  and 

j u r i s d i c t i o n ,  the d e f i n i t i o n  o f  r e q u i s i t e  mental  s t a t e s ,  and the l i k e ,  

than w i t h  conduct more g e n e r i c a l l y  descr ibed .  Mat ters  o f  t echn i ca l  

l e g a l  impor t ,  r a t he r  than elements o f  behav io r  themselves,  may 

determine how a c t i v i t y  i s  ca tego r i zed .  C r im ina l  s t a t u t e s  are d r a f t e d  

by p r o f e s s i o n a l s  to  meet i m p o r t a n t  j u r i s p r u d e n t i a l  g o a l s ,  bu t  



d i s c r i m i n a t i o n  on the  b a s i s  of  l e g a l l y - r e l e v a n t  c h a r a c t e r i s t i c s  aga in  

l e aves  open the  p o s s i b i l i t y  t h a t  a s i n g l e  a c t  w i l l  f i t  i n t o  more than  

one of£ense  ca tegor  7 .  

Given t h e s e  o b j e c t i o n s  to  the  use of  l e g a l  su~d4visicm~s, i t  i s  no t  

s u r p r i s i n g  that a u t h o r s  in  bo th  law and s o c i o l o g y  have sought  

a l t e r n a t i v e  taxonomic d e v i c e s .  Ha l l  t a l k e d  about  " t h e f t , "  r a t h e r  than 

embezzlement,  l a r c e n y ,  l a r c e n y  by t r i c k ,  o b t a i n i n g  p r o p e r t y  by f a l s e  

p r e t e n s e s ,  or  r e c e i v i n g  s t o l e n  p r o p e r t y .  In  the  same g e n e r a l  a r e a ,  

Cressey  (1951, 1953) was f o r c e d  to  develop  the  n o t i o n  o£ " t h e  c r i m i n a l  

v i o l a t i o n  o£ £ i n a n c i a l  trust" to  dea l  w i th  i n d i v i d u a l s  c o n v i c t e d  og 

embezzlement and r e l a t e d  c r imes .  Though he £ i r s t  used "embezzlement" 

to  dez'ine the b e h a v i o r  he wanted to  s tudy ,  i t  soon became c l e a r  to  

Cressey  Chat " t h e  l e g a l  c a t e g o r y  d id  not  d e s c r i b e  a hemogeneous c l a s s  

o£ c r i m ~ l  behav io r "  (1953.19) .  Indeed ,  Cressey  £ound, because  

"embezzlement" was such a vague concep t ,  " t h e r e  has been p r a c t i c a l l y  no 

p r o g r e s s  t ~ a r d  the c ~ n a l a t i v e  development  o£ a t h e o r e t i c a l  e x p l a n a t i o n  

o£ the  type of  behav io r  which embezzlement e n t a i l s ,  and even the 

£ a c t u s l  c o n c l u s i o n s  o£ e m p i r i c a l  s t u d i e s  a re  no t  immedia te ly  comparable 

in  a l l  r e s p e c t s "  (1953:168,En.2) .  Persons  who embezzled were 

o c c a s i o n a l l y  ~npr i soned  fo r  o t h e r  o f g e n o e s ,  and n e t  a l l  Chose 

s a n c t i o n e d  £or embezzlement were a c t u a l l y  g u i l t y  o f  such conduc t .  

"Obta in ing  money by means o£ a c o n f i d e n c e  game," a r e l a t e d  cha rge ,  a l s o  

covered  many q u i t e  d i £ f e r e n t  i l l e g a l  ac t iv i~ -es .  ~nd sc~e f o r g e r y  cases  

looked more l i k e  embezzlement than f o r g e r y .  

Reckless  (1961:75) has j o i n e d  Cressey  in  c a l l i n g  f o r  

s o c i o l o g i c a l l y  homogeneous u n i t s  o f  a n a l y s i s ,  n o t i n g  t h a t  s t a t u t o r y  



de f i n~ t i ons  do no t  mark o f f  un i fo rm c lasses i n  any bu t  a l e g a l  o r  

t echn i ca l  sense. K i tsuse and C i cou re l  (1963),  c i t i n g  comments o f f e r e d  

by Robert Herton a t  a symposium on j u v e n i l e  de l inquency  (Witmer and 

Kot insky , .  1956:31) ,  have remarked on t h i s ,  too.  A l l  draw upon 

Znanieck i  (1928) and S e l l i n ' s  (1938) o r i g i n a l  s tatements o f  the 
t 

p o s i t i o n .  Demand f o r  p o l i c y  re levance ,  the apparent  r i g o r  o f  l e g a l  

d e f i n i t i o n s ,  and the ready a v a i l a b i l i t y  o f  data  framed i n  terms o f  

s t a t u t o r y  ca tego r i es ,  combined to  f i x  " the  a r t i f i c i a l  boundar ies  o f  

cr ime" (1938~20), accord ing  to  S e l l i n ;  he c a l l e d  i ns tead  f o r  d e l i m i t i n g  

concepts t ha t  arose " i n t r i n s i c a l l y "  from the na ture  o f  h i s  ~L tsc ip l ine 's  

sub jec t  mat te r .  

I f  p s y c h i a t r y  had con f ined  i t s e l f  to  the s tudy o f  persons 
dec la red  l e g a l l y  incompetent  by c r i m i n a l  cou r t s ,  i t  would no 
doubt have lea rned  something about menta l  d isease,  bu t  i f  
cour ts  had de f i ned  and thus c l a s s i f i e d  va r i ous  forms o~ 
mental  d iseases ~or reasons to  be sought i n  p u b l i c  p o l i c y ,  
the p s y c h i a t r i s t  would have learned l i t t l e  
indeed . . . .  &cceptance o f  the ca tego r ies  o£ s p e c i f i c  forms o f  
' cr ime ' and ' c r i m i n a l  ' as l a i d  down in  law renders 
c r ~ , n i n o l o ~ c a l  r e s e a r c h  t h e o r e t i c a l l F  i n v a l i d  from the  p o i n t  
o f  view o£ s c i e n c e .  The da t a  o f  the  c r i m i n a l  law end the  
data about cr imes and c r i m i n a l s  nov subserv ien t  to  l e g a l  
ca tego r i es  must be 'processed '  by the s c i e n t i s t  be fo re  he con 
use them (1938:24-25) .  

Thus, wh i le  groupings in  s o c i o l o g i c a l  taxonomies o~ten approx imate 

l e g a l  ca tego r i es ,  because the law n e c e s s a r i l y  focuses on the c r i m i n a l  

ac t ,  and a l though l e g a l  d e f i n i t i o n s  are ,  in  gsnera l ,  much mare p rec i se  

than t h e i r  s o c i o l o g i c a l  coun te rpa r t s ,  i f  one wishes to  work w i t h  

homogeneous u n i t s  o£ behav io r ,  one must develop s o c i o l o g i c a l l y  r e l e v a n t  

t y p o l o g i c a l  cons t ruc ts .  

But how is  t h i s  to be done? In deve lop ing  a c l a s s i f i c a t o r y  

t ypo logy ,  even one based on " i n t r i n s i c "  d e l i m i t i n g  c r i t e r i a ,  we 



n e c e s s a r i l y  d i s c a r d  a g r e a t  d e a l ;  much p o t e n t i a l l y  v a l u a b l e  i n f o r m a t i o n  

i s  l o s t  when the  u n u s u a l  or  e x t r a n e o u s  i s  i q n o r e d .  The c h o i c e  o f  

c l a s s i f i c a t o r y  s t a n d a r d s  i s  ~ b v i o u s l y  c r ~ t i c a l .  L a z a r s f e l d  and Bar ton  

have s t a t e d  ~,he prob;_eN c l e a r l y ,  

Before  we can / n v e s t i q a t e  t he  p r e s e n c e  or  absence  o f  s o ~  
a t t r i b u t e  i n  a p e r s o n  or  s o c i a l  s i t u a t i o n ,  o r  b e f o r e  ve can 
rank o b j e c t s  or  measure  them i n  t e rms  o f  some v a r i a b l e ,  we 
must  f o r e  th, ,  concep t  o£ rJ~at v a r i a b l e .  Looking a t  t he  
~ a t e r i a l  b e f o r e  us  i n  a l l  i t s  r i c h n e s s  o£ s e n s e - d a t a ,  we mus t  
dec ide  what a t t r i b u t e s  o f  the  c o n c r e t e  i t e m s  we wish  to  
obserse and =easure: d c v e  want to study " t h i s -ness "  or 
" t ha t -hess , "  or  some other  "-ness"? The prec ise  o r i g i n  o£ 
our not ion  o f  th is -hess or that-ness may be extremely va r ied ,  
bu t  i t  u s u a l l y  s e r e  to  i n v o l v e  combining many p a r t i c u l a r  
e x p e r i e n c e s  i n t o  a c a t e g o r y  which p r o m i s e s  q r e a t e r  
u n d e r s t a n d i n g  and c o n t r o l  o f  e v e n t s  (1951 :155-156) .  

I£ v ~ i t e - c o l l s r  crime is  i n t e r a c t i o n ,  then ca tegor ies  which a f f o rd  

"g rea te r  understanding and con t ro l  o f  events" should be def ined in  

terms of  such i n t e r a c t i o n .  The i ns tan t  typo loqy  v i l i  f o r  tha t  reason 

focus on the i n t e r a c t i o n  o£ pe rpe t ra to rs  and v i c t i m s .  But what so r t  o£ 

" s e n s e - d a t a "  v i i i  ve employ? Ones r i c h  enough t c  p r o v i d e  a l l  the  

d e t a i l s  o£ Chat b e h a v i o r .  Borrowing a p h r a s e  u s e d  by C l i f f o r d  Geer tz  

in a somewhat d i f f e r e n t  contex t ,  c l a s s i f i c a t i o n  mist  be based on the 

" t h i c k  desc r i p t i on "  o f  w h i t e - c o l l a r  events (1973:6), the in -depth  study 

of  offenses and surroundinQ circumstances in  f u l l  d e t a i l .  & typo logy 

e r e c t e d  on "~hat k ind  o f  f o u n d a t i o n  i s  the  most  a p p r o p r i a t e  framework 

fo r  u n d e r s t a n d i n g  the  natu~-e o f  w h i t e - c o l l a r  m i s b e h a v i o r .  

C o n s i d e r a t i o n  o£ r i c h  f a c t u a l  e v i d e n c e  v i l i  b r i n q  a d d i t i o n a l  

a d v a n t a g e s .  The i s s u e  o f  c l a s s i £ i c a t i G n  a s i d e ,  p rob lems  i n  the  

l i t e r a t u r e  on w h i t e - c o l l a r  c r ime tJlat  today  p e r p l e x  may be i l l t m 4 n a t e d  

by c a r e f u l  a t t e n t i o n  to  r e a l  world  c a s e s .  Q u e s t i o n s  o f  d e f i n i t i o n  and 

c o n c e p t u a l  u t i l i t y  may be answered ,  o t h e r  d i f f i c u l t i e s  r e s o l v e d ,  as  ve 
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a n a l y : e  w h i t e - c o l l a r  cr ime in  a new, more meaningfu l  f a s h i o n .  What ' s  

so remarkable  about  w h i t e - c o l l a r  crime? I s  i t  wise  to  a s s i g n  a ca t chy  

l a b e l  to  a p a r t i c u l a r  s p e c i e s  o f  c r i m i n a l  behav io r?  I s  t h e r e  some 

subset o f  i l l i c i t  conduct wi*,J~Ln the un ive rse  o f  w h i t e - c o l l a r  cr ime 

t h a t  deserves our  s p e c i a l  a t t e n t i o n ?  These are issues t h a t  have never 
I 

been r e s o l v e d ;  pe rhaps  i t  i s  t ime to  approach them w i t h  a 

s o c i o l o g i c a l l y  in formed a n a l y s i s  o f  d e t a i l e d  case  m a t e r i a l s .  

I b e q ~  w i t h  s b r i e f  h i s t o r y  o f  the  w h i t e - c o l l a r  cr ime concep t  i n  

Z, ne r i con  s o c i o l o g y ,  showing how l i t t l e  agreement  t h e r e  has been on 

b a s i c  m a t t e r s  o f  d e f i n i t i o n .  This  a c c o : p l i s h e d ,  the  l i t e r a t u r e ' s  

p r imary  themes a re  each d i s c u s s e d  in  g r e a t e r  d e t a i l ,  and the  g e n e r a l  

problem r e s t a t e d  i n  terms o f  t h a t  l i t e r a C u r e ' s  shortccunincjs. The 

f o l l o w i n g  chapter  t a l k s  s p e c i f i c a l l y  about method end m a t e r i a l s ;  the 

t ypo logy  i t s e l f  un fo lds  i n  the next  t h ree .  In  conc lus ion ,  I l ook  back 

a t  some o f  the issues ra i sed  a long the way, e x p l o r i n g  the i m p l i c a t i o n s  

o f  my work f o r  c r i m i n o l o g i c a l  t heo ry  and p r a c t i c e .  

THE HISTORY OF ~N IOEk 

" W h i t e - c o l l a r  cr ime" has been used most f r e q u e n t l y  to  descr ibe  conduct 

o£ appa ren t l y  repu tab le  i n d i v i d u a l s  or  o r g a n i z a t i o n s  t h a t  i s  

n o n v i o l e n t ,  e c o n o m i c a l l y - m o t i v a t e d ,  and i l l e g a l .  The term wil; be 

employed in  the  same, r a t h e r  l oose ,  sense  th roughout  t h i s  e s s a y - - t o  

p o i n t  g e n e r a l l y  to  criane whose immediate purpose  i s  f i n a n c i a l  and which 

does no t  i nvo lve  v i o l e n c e  or  the  t h r e a t  o f  p h y s i c a l  harm to p e r s o n s  or  

p r o p e r t y ,  e s p e c i a l l y  when such a c t i v i t y  i s  c a r r i e d  out  by the  s o c i a l l y  

a c c e p t e d .  Of cou r se ,  such behav io r  p r e d a t e s  Su the r l and  c o n s i d e r a b l y .  



11 

Re£erences  to  c o r r u p t i o n  and f r a u d  among the  r e s p e c t e d  and power fu l  a re  

n e a r l y  as o l d  as  the  p r i n t e d  word. I p i c k  up the  s t o r y  a t  the  t u rn  o f  

the century,  when persons v~ n~ght today idont~Lfy as s o c i o l o g i s t s  began 

pay ing  a t t e n t i o n  to  ~.he sub jec t .  

The l i t e r a t u r e ' s  most p e r s i s t e n t  t h e m e - - t h e  abuse o f  econoad~ and 

p o l i t i c a l  power by unchecked c o r p o r a t e  4 n t e r e s t s - - g r o w s  out  o£ the  

muckraking t r a d i t i o n .  Henry Demarest Lloyd,  Frank N o r r i s ,  Ida T a r b e l l ,  

L inco ln  S t e f f e n s ,  and Upton S i n c l a i r  v r o t e  f o r  a mass aud ience ;  Y~tward 

&lsworth Ross's Sin and Societ~ (1907), academic socio lo<jy 's  f i r s t  look 

at  what we now l a b e l  v h i t e - c o l l a r  crime, re£1ected the same concerns. 

In prose tha t ,  a las ,  has s ~ c e  not  been equaled, Ross in t roduced ideas 

t h a t  r eappea r  c o n s t a n t l y - - v i t h o u t  a t t r i b u t i o n . *  The r e s p e c t a b i l i t y  and 

e l e v a t e d  s t a t u s  o£ the  "crtnLi~naloid," t h a t  u p p e r v o r i d  c h a r a c t e r  who, 

" consc ious  o f  the  a n t i p o d a l  d i f f e r e n c e  between doinq  v r o n g a n d  g e t t i n g  

i t  d o n e . . . p l a c e s  out  h i s  d i r t y  work" (1907:51) ,  and thus  e scapes  

* I t  i s  more generous to say merely that  Ross's s t y l e  was unique. 

The man who p icks  pockets w i th  a ra i lway  rebate, murders w i th  
an a d u l t e r a n t  i n s t e a d  o f  a b ludgeon,  b u r g l a r i z e s  w i th  a 
" r a k e - o f f "  i n s t e a d  o f  a j~mmy, c h e a t s  wi th  a company 
prospectus ~ s t e a d  o£ a deck o f  cards, or scu t t l es  h is  town 
instead o£ h is  ship,  does not f ee l  on h is  brow the brand o£ a 
male£actor.  The shedder o£ b lood,  the oppressor o£ the widow 
and the fa the r less ,  long ago became odious, but l a t t e r - d a y  
t reacher ies  f l y  no skul l -and-crossbones f l ag  at  the masthead 
(1907.7). 

& d i f f e r e n t i a t e d  soc ie ty  abounds in c losed doors and 
cur ta ined recesses. The murmers of the a l l e y  do not 
penetrate to the boulevard.  The shr ieks from the b laz ing  
excursion steamer do not invade the d i s t a n t  yacht o f  her 
owners. I f  the curses of  the t r i c ked  depos i tors  never r i se  to 
the c i r c l e s  of 'h igh f inance '  that  keep the conscience o f  the 
savings-bank wrecker, why should the popular  hiss stay the 
commercial buccaneer? (1907.18) 
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c e n s u r e ,  the  ! e n i n n t  t r e a t m e n t  o f  t h e s e  p e r s o n s  by the  s t a t e ,  the  

p u b l i c ' s  appa ren t  i n d i f f e r e n c e  to  th~ c r i ~ L n a l o i d ' s  e x c e s s e s ,  the  use 

o f  complex o r g a n i z a t i o n  to  c a r r y  out  and l e g i t i m a t e  c r i m i n a l  conduct ,  

the  n ~ e r o u s  and ever  more s e r i o u s  b r eaches  o f  t r u s t  made p o s s i b l e  by 

i n c r e a s i n g  s o c i e t a l  d i f f e r e n t i a t i o n ,  the  p h y s i c a l  and s o c i a l  s e p a r a t i o n  

o f  wronc~onr and v i c t i m ,  the  f a c t  t ha t  v i c t i m s  o f  Umodern s i n "  a re  

o f t e n  d i f f i c u l t  t o  i d e n t i f y  aria unavare o f  t h e i r  p l i g h t - - a l l  are 

d iscussed i n  Sin end Soc ie t y .  

Rosa v i l i f i e d  bank wreckers,  s tock man ipu la to rs ,  t ~  dodgers, 

m o n o p o l i s t s ,  and s p e c u l a t o r s  o f  a l l  s t r i p e .  But he was more i n t e r e s t e d  

in  social o r g a n i z a t i o n  then  ind iv ich ia l  c a u s a t i o n .  The e a r l y  

c r i m i n o l o c j / s t s ,  who d id  work a t  the  i n d i v i d u a l  l e v e l ,  were a lmost  

e n t i r e l y  concerned  wi th  the  r e l a t i o n s h i p  o f  p o v e r t y ,  p e r s o n a l  

p e t h o l o q y ,  and c r ime ,  and thus  p a i d  s c a n t  a t t e n t i o n  to  the  misdeeds o f  

the  upper  c l a s s .  There a re  a few e x c e p t i o n s ,  however.  

Char les  BucE~nan Goring,  an Eng l i sh  p s y c h i a t r i s t  and p h i l o s o p h e r  

a s s o c i a t e d  wi th  the  b i o l o g i c a l  s choo l ,  g a t h e r e d  d a t a  on more than 3000 

c o n v i c t s  and announced in  1913 t h a t  most f r auds  were c o ~ n i t t e d  by 

members o f  the  middle  and upper c l a s s e s .  He conc luded  t h a t  s o c i a l  

i n e q u a l i t y  could  no t  e x p l a i n  a l l  c r i m i n a l  behav io r  (Dr ive r ,  1960). 

Wi l l i am Bongar 's  C r i m i n a l i t ~  and Economic Cond i t ions  (1916) con ta ins  a 

b r i e f  sec t ion  on the economic crimes o f  the bou rgeo i s i e  (1916:599-607).  

Even here,  Bongar 's theme- - tha t  the i n e q u i t i e s  o f  c a p i t a l i s m  forced the 

poor  i n t o  l i v e s  o f  c r i m e - - l e d  him to emphasize the r o l e  o f  business 
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f a i l u r e  i n  such o f f e n s e s .  2 Ra f f ae le  G a r o f a l o ' s  c o n t r i b u t i o n  i s  more 

s u b s t a n t i e l  (Ga ro fa l o ,  1914).  Wr i t i r . g  i n  respcnse to  s o c i a l i s t ~  l i k e  

Bonger, Garofa lo  argued t h a t  c r i m i n a l  a c t i v i t y  d id  no t  depend on s o c i a l  

c las s .  ~;-th s ~ i s C i c s  from I t a l y ,  Yre~ce, and Germany, he 

demons t r a t ed  t h a t  the  p r o p o r t i o n  o f  knovn c r ~ e s  commit ted by each 

c l a s s  yes  equa l  t o  the  p r o p o r t i o n  o f  t h a t  c l a s s ' s  s i z e  to  t he  t o t a l  

p o p u l a t i o n .  Garofa lo  r easoned  t h a t  " the  c r i m i n a l  impulses"  v e r e  

" e q u a l l y  p o t e n t "  a c r o s s  the  s o c i a l  spectrums 

I t  i s  t r ue  t h a t  t h e f t ,  the c rudes t  f~rm o f  a t tac -  ~ . on 
p r o p e r t y ,  i a  much more p r e v a l e n t  among the  l o v e r  c l a s s e s ,  but  
t h i s  f a c t  £s c o u n t e r b a l a n c e d  by the  embe ' - : lments ,  f o r g e r i e s ,  
and c r i m i n a l  b a n k r u p t c i e s  o f  the  h i q h s r  c l a s s e s  . . . .  Common 
speech ,  v h i c h  t r a n s l a t e s  the  p u b l i c  consc ience much b e t t e r  
than do the terms o f  the l ay ,  has  a .~ingle name f o r  a l l  
o f f e n d e r s  o f  t h i s  d e s c r i p t i o n .  No l e s s  to  the  vagabond vho 
s t e a l s  a v a t c h ,  i t  a p p l i e s  the  vord  " t h i e f "  t o  the c a s h i e r  
vho absconds  v i t h  the  funds e n t r u s t e d  to  h i s  c a r e ,  the  
merchant g u i l t y  o f  f r a u d u l e n t  bank rup tcy ,  or  the p u b l i c  
o f f i c e r  vho a l l o y s  h i m s e l f  to  be b r i b e d .  In  a d i f f e r e n t  
c l a s s  o f  s o c i e t y ,  the  man vho i s  g u i l t y  o f  p e t t y  t h e f t  vou ld  
have bee~ s f r a u d u l e n t  p romoter ,  a d e f a u l t i n g  bank-tel~_er ,  o r  
a lawyer  vho embezzles h is  c l i e n t ' s  money (1914s149)- 

Ross, G a r o f a l o ,  and the o the rs  had no JJnmediate m,~cessors.  The 

v a r  years  and the t v e n t i e s  say no nev yo r k  on co rpo ra te  or  upper c l ass  

m isbehav io r .  But the econoaic  c o l l a p s e  o f  1929 q u i c k l y  r e k i n d l e d  

i n t e r e s t .  Four years  i n t o  the Depress ion,  a sylnposi,-- on : 'mercenary 

cr~ne" produced a v o l t ~ e  on the causes, consequences, and ~r~,vent ion o f  

z Bonqer no ted  t ha t  v e r y  fev  bourgeo is  cr imes vere  p rosecu ted ;  even 
vhen p r o s e c u t i o n  was success fu l ,  p e n a l t i e s  d i d  no t  r e f l e c t  the v e r y  
se r ious  consequences o f  such ac ts  and, in  f a c t .  were much l i g h t e r  
than those i n f l i c t e d  on the poor  vho dared commit cr imes a g a i n s t  
p r o p e r t y .  S ~ i l a r  o b s e r v a t i o n s  have appeared f r e q u e n t l y  enough s ince 
Bonger 's  t~ne.  For the most recen t  c o n s i d e r a t i o n  o f  the e f f e c t  o f  
s o c i a l  c l ass  on the sen tenc ing  o f  v h i t e - c o l l a r  o f f ende rs ,  see 
Wheeler, e t a l . ,  (1982) .  
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" the  whole c a t a l o g u e  of  c r imes  d e l i b e r a t e l y  c ~ i t t e d  f o r  illicit gain, 

in  the  upper -wor ld  as we l l  as  i n  the  under-world" (MacDoufall, 1933; 

quote at  ~ i ) .  This "catalogue" included many l a t t e r -day  ~n i t e - co l l a r  

offenses, such as stock and bank fraud, constuner swindles, unfa i r  

competi t ion, c ~ e r c i a l  b r i b e r y ,  and p o l i t i c a l  corrupt ion.  One year  

a f t e r  that ,  ~ l / ~ r t  Morr is 's  Criminology (1934) devoted several pages to 

the exp lo i ts  of  "upp~rvorld" c r imina ls ,  Chose "whose soc ia l  pos i t ion ,  

i n te l l i gence ,  and cr imina l  technique permits the= to move amonq t he i r  

f e l l ov -v i c t J=s  v i r t u a l l y  imnune to recoqni t ion and prosecution" 

(1934:1$3).3 L/ke Ross--and Sutherland a few years l a te r - -Mor r i s  

i n s i s t e d  t h e s e  i n d i v i d u a l s  were r e a l l y  c r i m i n a l s ,  whether  or  no t  t hey  

were so b randed .  

The t h i r t i e s  were a time o f  d i senchan tmen t  and r e c o n s i d e r a t i o n  f o r  

many. Phrases  l i k e  "mercenary ~ and "uppe rvo r ld"  cr ime conmanded more 

than academic in te res t  during a per iod of  unprecedented economic 

h a r d s h i p .  C o n q r e s s i o n s l  r e v e l a t i o n s  r e g a r d i n g  the  impact  o f  s e c u r i t i e s  

f r aud  (Pecora ,  1939) and the  c o l l a p s e  o f  f i n a n c i a l  empires  as l a r g e  as  

I v a r  K r e u q e r ' s  ( C h u r c h i l l ,  19S7) competed f o r  h e a d l i n e  space .  Matthe~ 

3 o s e p h s o n ' s  The Robber Barons (1934) d e s c r i b e d  f o r  m i l l i o n s  the  

a g g r e s s i v e ,  sometimes l aw le s s  men who rose  to  economic and P o l i t i c a l  

supremacy a f t e r  the  C i v i l  War. " In  impor t an t  c r i s e s ,  n e a r l y  a l l  o f  

them tended to  a c t  wi thou t  t hose  e s t a b l i s h e d  : o r a l  p r i n c i p l e s  which 

f i x e d  more or l e s s  the  conduct  o f  the  common people  0£ the  comnunity" 

3 Morr is0s  enumerat ion of  u p p e r v o r l d  c r~nes  was remarkably p r e s c i e n t .  
I t  i nc luded  the  e x p l o i t a t i o n  of  n a t i v e  p o p u l a t i o n s  by m u l t i n a t i o n a l  
c o r p o r a t i o n s  (1934:155) and c i v i l  r i g h t s  v i o l a t i o n s  (1934:156).  
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( 1 9 3 4 , v i i ) .  Books more s e n s a t i o n a l  t h a n  J o s e p h s o n ' s  on f r a u d ,  

c o r r u p t i o n ,  and r a c k e t e e r i n q  i n  h i q h  p l a c e s  a p p e a r e d  as  v e i l .  • In  many 

r e s p e c t s ,  t hen ,  . c u t h e r l a n d ' s  p r e s i d e n t i a l  a d d r e s s  to  t he  American 

S o c i o l o g i c a l  S o c i e t y  i n  December i939 ~es  a c h i l d  o£ i t s  t i m e .  

S u t h e r l a n d  had a l r e a d y  r e f e r r e d  to  " v h i t e - c o l l a r  c r i m i n a l o i d s "  i n  

the  second  and t h i r d  e d i t i o n s  o f  h i s  P r i n c i p l e s  o~f Cr imino logy ,  i n  19.~4 

and 1939. s But  t he  p r e s i d e n t i a l  a d d r e s s ,  p u b l i s h e d  the  f o l l o w i n g  y e a r  

( S u t h e r l a n d ,  1940) ,  r e p r e s e n t e d  h i s  f i r s t  f u l l  p r o s e n t a t i o n  on the  

s u b j e c t .  R e s t a t e m e n t s  appea red  i n  tvo  s u b s e q u e n t  a r t i c l e s  ( S u t h e r l a n d ,  

1941, 1945),  a n o t h e r  speech ,  p u b l i s h e d  pos thumous ly  ( S u t h e r l a n d ,  1948) ,  

an encyc lo l~,d ia  e n t r y  (Suthe.- land, 1949b), and the a u t h o r ' s  

k~n i te -Co l la r  Crime (1949a).  The e n t i r e  body o f  work deserves c a r e f u l  

c o n s i d e r a t i o n .  

L i ke  Ross, Su ther land  v r o t e  p r i m a r i l y  o f  co rpo ra te  v rongdo inq .  

Un l i ke  h is  predecessor ,  however, Suther land vas no t  p r i n c i p a l l y  i n t e n t  

on re fo rm ing  s o c i e t y ;  by e~phas iz ing the o f f e n d e r ' s  s o c i a l  s t a t u s ,  he 

meant on l y  t o  cha l lenge  those o f  h i s  contemporar ies  who thouqht  cr ime 

the r e s u l t  o f  p o v e r t y  and r e l a t e d  s o c i a l  i l l s .  a For an academic whose 

• Mor r i s  (1949) lists 14 " r e p r e s e n t a t i v e "  works p u b l i s h e d  d u r i n q  the  
decade .  

$ Here, Suther land c i t e d  Ross. Paqes 32 throuqh 38 o£ the 1934 edition 
t r e a t e d  o f  f raud ,  embezzlement, t ax  evas ion,  and b r i b e r y ;  the 
d iscuss ion  emphasized i n d i v i d u a l  r a t he r  than o r g a n i z a t i o n a l  conduct.  
Paqes 36 t h rouqh  43 of  the  t h i r d  e d i t i o n  p r e s e n t e d  s u b s t a n t i a l l y  t he  
same m a t e r i a l .  

6 Void (1958s259) suggests t ha t  Su the r l and ' s  a t tempt  to  reform 
c r i m i n o l o q i c a l  t heo ry  was r e a l l y  a p lea f o r  a broader  r e f o r m a t i o n  o f  
business and c u l t u r a l  mores. Not inq  Snod~rass's (1972) conc lus ion  
t ha t  Suther land was more an " o l d - t i m e  p rophe t "  than a r a d i c a l ,  Geis 
(1974:287),  too ,  c a l l s  him a "muckraker . "  K lockars (1977) agrees.  
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i amed ia te  concern  was the  shape o f  h i s  d i s c i p l i n e ,  S u t h e r l a n d v a s  

remarkably loose  when it came to  definitions. Indeed ,  S u t h e r l a n d  

c la imed the  d e f i n i t i o n  o f  w h i t e - c o l l a r  cr ime d i d  no t  have to  be v e r y  

p r e c i s e ,  g iven  h i s  purpose  (1941s112).  

The ~ r e s i d e n t i a l  add re s s  never  a c t u a l l y  s a i d  what w h i t e - c o l l a r  

cr ime was. C i t i n g  the  robber  ba rons  as examples of  what he meant,  

S u t h e r l a n d  i n s t e a d  p r o v i d e d  a r o s t e r  o f  the  most coamon forms o£ 

w h i t e - c o l l a r  ¢ r L a i n a l i t y  i n  business:  

PLtsrepresentat ion in  f i n a n c i a l  statements o f  co rpo ra t ions ,  
m ~ t p o l a t i o n  in  the stock exchan~,  c a m e r c i a l  b r i b e r y ,  
b r i b e r y  o f  p u b l i c  o f f i c i a l s  d i r e c t l y  or  i n d i r e c t l y  i n  o r d e r  
to  secure  more f a v o r a b l e  c o n t r a c t s  and l e g i s l a t i o n ,  
m i s r e p r e s e n t a t i o n  in  a d v e r t i s i n g  and s a l e smansh ip ,  
embezzlement and m i s a p p l i c a t i o n  o f  funds ,  s h o r t  w e i g h t s  and 
measures and mi sq rad ing  o£ c o m ~ t i e s ,  t ax  f r a u d s ,  
misapp l i ca t i on  o f  funds in  rece iversh ips  and bankruptc ies 
(1940s2-3). 

& l i s t  o f  w h i t e - c o l l a r  d e l i c t s  among doctors  yes a lso  o f fe red ,  perhaps 

~o ~ake c lea r  tha t  the concept app l i ed  to the pro fess ions ,  as v e i l .  7 

Su the r l and  t r i e d  to  t i e  t h i n g s  t o g e t h e r ,  n o t i n g  t h e s e  v a r i e d  a c t i v i t i e s  

g e n e r a l l y  invo lved  the  " v i o l a t i o n  of  d e l e g a t e d  or imp l i ed  t r u s t "  

(1940z3),  but  he s p e n t  most o f  h i s  t ime a rgu ing  t h a t  w h i t e - c o l l a r  cr ime 

was p r e v a l e n t ,  s o c i a l l y  d e s t r u c t i v e  and, indeed ,  was " r e a l "  c r ime,  e 

These i nc luded  " i l l e g a l  s a l e  of  a l c o h o l  and n a r c o t i c s ,  a b o r t i o n .  
i l l e g a l  s e r v i c e s  to  underwor ld  c r i m i n a l s ,  f r a u d u l e n t  r e p o r t s  and 
t e s t imony  in  a c c i d e n t  c a s e s ,  extreme cases  o f  unneces sa ry  t r e a t m e n t ,  
f a l s e  s p e c i a l i s t s ,  r e s t r i c t i o n  of  c o m p e t i t i o n ,  and f e e - s p l i t t i n  G ' 
(1940:3) .  This  l i s t  was to  be r e p e a t e d  in  Whi t e -Co l l a r  Crime 
(1949a:12),  as was S u t h e r l a n d ' s  o b s e r v a t i o n  t h a t  the medac~-~ - 
p r o f e s s i o n  p robab ly  w i t n e s s e d  fewer such misdeeds than o t h e r  c a l l i n g s  
i n c l u d i n g ,  most n o t a b l y ,  the  law. 

This i s  a l s o  t rue  o f  h i s  o t h e r  w r i t i n g .  I f  S u t h e r l a n d ' s  work on the  
subject has any single theme, it is that white-collar illegality, 
however d e f i n e d ,  i s  r e c u r r e n t ,  c o s t l y ,  and d e s e r v i n g  of  
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S u t h e r l a n d  o££ered h i s  f i r s t  d e £ i n t t i o n  o£ w h i t e - c o l l a r  cr ime a 

year  l a t e r .  In "Cr~ne and B u s i n e s s , "  he announced t h a t  a w h i t e - c o l i a r  

cr ime was 

0 v i c l a t i o n  o f  the  c r i m i n a l  law by a p e r s o n  o f  the  upper  
socioeconomic c lass  i n  the course o f  h i s  occupa t i ona l  
a c t i v i t i e s  (1941:112) .  

This  s t o o d  a lone  u n t i l  1949, when two new d e f i n i t i o n s  appea red .  One, 

i n  the  ~ ' ~ c l o p e d i a  o£~ C r ~ n i n o l o ~ ,  £ocuses  on a c t o r  r a t h e r  than  a c t ,  

and seems s i g n i £ i c a n t l y  na r rower .  

The w h i t e - c o l l a r  c r i m i n a l  i s  d e f i n e d  as a pe r so n  wi th  h igh  
socioeconomic s t a t u s  who v i o l a t e s  the  la~m des i g n ed  to  
r e g u l a t e  h i s  o c c u p a t i o n a l  a c t i v i t i e s  (1949D.511). 

The o t h e r ,  4r Whi t e -Co l l a r  Crime, hews more c l o s e l y  to  the  o r i g i n a l ,  

and is today the definition most wide ly  quoted :  

W h i t e - c o l l a r  cr ime may be d e f i n e d  approx ima te ly  as a cr ime 
committed by a pe r son  o£ r e s p e c t a b i l i t y  and h igh  s o c i a l  
s t a t u s  i n  the  course  of  h i s  occupa t i on  (1949a:9) .  

S u t h e r l a n d ' s  c a v a l i e r  approach to  the problem of  d e f i n i t i o n  has 

been remarked on many t imes .  Given h i s  purpose ,  pe rhaps  h i s  d i £ £ i c u l t y  

in  t h i s  r ega rd  i s  no t  too  c r i t i c a l ;  a £ t e r  a l l ,  the  lynchp in  o£ 

S u t h e r l a n d ' s  argument,  h igh  s o c i a l  s t a t u s ,  remains  r e l a t i v e l y  c o n s t a n t  

th roughou t .  Or does i t ?  The m a t t e r  i s  much l e s s  c l e a r  on c l o s e r  

i n s p e c t i o n .  

In 1939. Su the r l and  s t a t e d ,  

Perhaps  i t  should  be r e p e a t e d  Chat " w h i t e - c o l l a r "  (upper)  and 
" lower"  c l a s s e s  merely  d e s i g n a t e  pe r sons  o f  h igh  and low 
socioeconomic s t a t u s .  Income and amount o f  money i n v o l v ed  in 
the cr ime are no t  the so l e  c r i t e r i a .  Many pe r sons  of  "h igh"  
socioeconomic s t a t u s  are  " w h i t e - c o l l a r "  c r i m i n a l s  in  the  
sense  Chat they  are  w e l l - d r e s s e d ,  w e l l - e d u c a t e d ,  and have 

c r ~ n i n o l o g i s t s '  immediate a t t e n t i o n .  
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h igh  incomes, bu t  " w h i t e - c o l l a r "  as used i n  t h i s  paper neans 
" r espec ted , "  " s o c i a l l 7  accepted and approved, "  " l ooked  up 
t o . "  Some people  i n  t h i s  c lass  may no t  be v e i l - d r e s s e d  or  
v e i l - e d u c a t e d ,  nor  have h igh incomes, a l though ~ "upper"  
u s u a l l y  exceed the "1cheer" c lasses i n  these respects  as y e l l  
as i n  s o c i a l  s ta tus  ( 1 9 4 0 t 4 , f n . 2 ) .  

In  ~Ls 9 e P a m k U n i v e r s i t y  speech  i n  1948, he was l e s s  e l a b o r a t e :  

The ~erm w h i t e - c o l l a r  i s  u s e d  i n  t he  s e n s e  i n  VDLtCh i t  v a s  
u s e d  by P r e s i d e n t  S lc~n o£ Gene ra l  Motors ,  who wrote  a book 
e n t i t l e d  The &utobiograph~ o£g a k ~ i t e - C o l l a r  Worker.  The 
term i s  use-'e~ more g e n e r a l l y  to  r e £ e r  to  t h e  v e q e - e a r n i n g  
c l a s s  which wears  good c l o t h e s  a t  work, such  a s  c l e r k s  i n  
s t o r e s  (1948s79) .  

In  Wt~Lte-Collar C r ~ e  t h i s  became: 

The ~erm w h i t e - c o l l a r  i s  u s e d  he r e  to  r e £ e r  p r i n c i p a l l y  to  
b u s i n e s s  managers  and e x e c u t i v e s ,  i n  the  s e n s e  i n  v h i c h  i t  
was u sed  by a p r e s i d e n t  o f  Gene ra l  Motors who wro te  An 
&utobioc~raphy o£ e W h i t e - C o l l a r  Worker ( 1 9 4 9 a . 9 ) .  9 

To compl ica te  mat te rs  even f u r t h e r ,  Su ther land  con t inued by d iscuss ing ,  

a l m o s t  i n  the  same b r e a t h ,  the  robber  b a r o n s  ( a g a i n )  and t h e  1941 

R e a d e r ' s  D i g e s t  s u r v e y  o f  f r a u d u l e n t  r e p a i r  p r a c t i c e s  among ~arage  

owners  and o t h e r  s m a l l  t r a d e s m e n .  

S u t h e r l a n d ' s  t r e a t m e n t  o£ t he  r e l a t i o n s h i p  between b r e a c h  o£ t r u s t  

and w h i t e - c o l l a r  cr ime is  more o f  a p iece .  E x p l a ~ i n g  t h a t  

w h i t e - c o l l a r  c r ime o f t en  i n v o l v e d  the  v i o l a t i o n  o f  a t r u s t  

r e l a t i o n s h i p ,  Suther land t o l d  h i s  aud i ence  i n  1939, 

The f i n a n c i a l  l o s s  from w h i t e - c o l l a r  c r ime ,  g r e a t  a s  i t  i s ,  
i s  l e s s  i m p o r t a n t  t han  the  damage to  s o c i a l  r e l a t i o n s .  
W h i t e - c o l l a r  c r imes  v i o l a t e  t r u s t  and t h e r e f o r e  c r e a t e  
d i s t r u s t ;  t h i s  lowers  s o c i a l  morale  and p roduc e s  s o c i a l  
d i s o r g a n i z a t i o n .  Hany o£ the  w h i t e - c o l l a r  c r ime s  a t t a c k  the  
fundamen ta l  p r i n c i p l e s  o f  the  American i n s t i t u t i o n s .  O rd ina ry  
c r i m e s ,  on the  o t h e r  hand,  produce  l i t t l e  e f f e c t  on s o c i a l  
i n s t i t u t i o n s  or  s o c i a l  o r g a n i z a t i o n  (1940 :5 ) .  

9 In f a c t ,  t he  t i t l e  of  S l o a n ' s  book was Adven tu re s  o f  a M i t e - C o l l a r  
Nanl (Gels, 1974:284).  



The same o o i n t  was made in  W h i t e - C o l l a r  Crime (1949a,13) .  s0 Indeed,  

a l t h , u q h  Su. .her land s t a t e d  aga in  t h a t  t r J S t  / ~ r i n ~ - m e n t  was no~. a 

" u n i v e r s e l "  c h a r a c t e r i s t i c  o f  w h i t e - c o l l a r  cr ime (1941s112),  ~.l~Ls l i n k  

be tveen  %~ola t lon  o£ t r u s t  and v h i t e - c o l l a r  cr ime i~ a r e c u r r i n g  theme. 

t h a t  lends h i s  work a degree o f  c o n t i n u i t ~  i t  ~ t q h t  o the rw ise  l ack .  

~Jmost as un i fo rm was $ u t h e r l a n d . s  a t t e n t i o n  to  co rpo ra te  cr~une. 

While he made re ferences to  o t h e r  k inds o f  economic cr ime.  Suther la~d 

wrote most f r e ~ : e n t l y  about  b u s i n e s s  misdeeds .  His ana lysJ~  o f  t ~  

o f f e n s e s  committed by seventy  o f  the n a t i o n ' s  i n d u s t r x a l  g i a n t s ,  

presented c ~ n p l e t e l y  i n  Wh i t e -Co l l a r  Crime, in forms a l l  h i s  yo rk ,  and 

perhaps  l e d  h i s  l e a d i n g  s t u d e n t  to  sugges t  t h a t  S u t h e r l a n d  p a i d  ton  

much a t t e n ~ i o n  to  c o r p o r a t e  i l l e q a l i t y ,  s s 

* * e 

Al though i t  f a i l e d  to  d e f i n e  v ~ L i t e - c o l l a r  cr ime to  anyone 's  

satisfaction, Suthe r l and ' s  work de f i ned  the f i e l d .  V i r t u a l l y  

e v e r y t h i n g  t ha t  has appeared  since b~s been shaped by Su the r l and ' s  

c o n t r i b u t i o n .  The elements o f  h is  most famous d e f i n i t i o n ,  s o c i a l  

s ta tus ,  r e s p e c t a b i l i t y ,  and occupat ion ,  h i s  n o t i o n  t ha t  the breach  o f  

t r u s t  c h a r a c t e r i z e d  n e a r l y  a l l  w h i t e - c o l l a r  c r ime,  and h i s  

p r e o c c u p a t i o n  wi th  co rpo ra te  excess, have supp l i ed  the bas ic  themes o f  

every  major r e c o n s i d e r a t i o n  o f  w h i t e - c o l l a r  cr ime s ince h~s death,  sz 

1 9  

st Beginn ing with  "This  f i n a n c i a l  l e s s "  the  quoted  m a t e r i a l  was 
r e p e a t e d  v e r b a t ~ .  

ss See CresseF (1965) and f o o t n o t e  15, i n f r a .  

s2 Thus, fo r  example, the  l i t e r a t u r e  on v i o l a t i o n s  o f  p u b l i c  t r u s t ,  
which $ u t h e r l a n d  a lmost  t o t a l l y  iqnored0 has deve loped ,  in  l a r g e  
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k t  f i r s t ,  d i s ag reemen t  r e q a r d i n g  the  c r i m i n a l  s t a t u s  o f  

w h i t e - c o l l a r  conduct  a c c e n t e d  f o r  much o f  t he  ink s p i l l e d  on the  

sub jec t .  *s Of the few emp i r i ca l  s~'udies done, the most i n f l u e n t i a l  

adhered to Suther land 's  r e . ~ r e m e n t  tha t  J . l leqa l  a c t i v i t y  be re l a ted  to 

one's occupat ion.  ClJ~,ard's research on b lack  market v i o l a t i o n s  d u r ~  

World War 1I (C l ina rd ,  1946, 1952) and Har tunq 's  cons ide ra t ion  o f  

sie~Llar of fenses in  D e t r D i t ' s  vho lesa le  meat i ndus t r y  (Hartung, 1950) 

guided  developments  i n  the  f i e l d  f o r  f i f t e e n  y e a r s ;  vc rks  such as  

B a l i ' s  1952 s tudy  o f  r e n t  c o n t r o l  o f f e n s e s  i n  Honolulu ( B a l l ,  1960), 

B a c k e r ' s  examina t ion  o f  the  abuse o f  unemployment compensat iun programs 

(Becke t ,  1953), and G r o v e s ' s  i n v e s t i g a t i o n  o f  income t ax  compliance 

{Groves, 1959) v e r e  r e l a t i v e l y  ove r looked .  

p a r t ,  independent l7 e f  other  w r i t i n g  on v h i t e - c o l l a r  i l l e g a l i t y ;  the 
l a t t e r  has focused on cr ime connnittad by econmLic ac tors  and the 
in f r ingement  o f  p r i v a t e  t r u s t  r e l a t i o n s h i p s ,  perhaps because o f  
Suther land 's  emphasis on s ta tus  and the c r i m i n a l  ro le  o f  b ig  
business. 

13 SuCher l and ' s  l e a d i n g  c r i t i c s  made a number o f  r e l a t e d  p o i n t s .  
Tappan (1947) contended  t h a t  pe r sons  were c r i n ~ n a l s  on ly  i f  they  
were so a d j u d i c a t e d  by the  c o u r t s .  "(The v h i t e - c o l l a r  c r i m i n a l )  may 
be a boor ,  a s i n n e r ,  a morel  l e p e r ,  or  the  d e v i l  i n c a r n a t e ,  bu t  he 
does not  become a c r i m i n a l  throuqh s o c i o l o g i c a l  n a m e - c a l l i n q  u n l e s s  
a p o l i t i c a l l y  c o n s t i t u t e d  a u t h o r i t y  says  he i s "  (1947=101). Burgess 
(1950) emphasized p u b l i c  d i s a p p r o v a l  and the  o f f e n d e r ' s  
se l f - concep t .  "& c r im ina l  i s  a person who regards h ~ e l f  as a 
c r i m i n a l  and i s  so reqarded by soc ie ty "  (1950=34). 

The " i s  i t  cr ime" c o n t r o v e r s y  r e t a i n s  merely  h i s t o r i c a l  
i n t e r e s t  today. Students e i t h e r  accept the v im* tha t  w h i t e - c o l l a r  
v i o l a t i o n s  inc lude a l l  behavior  tha t  i s  punishable,  whether a t  
c r i m i n a l  law or  by c i v i l  or  a d m i n i s t r a t i v e  remedy, or r ecoqnize  the  
wisdom of  &uber t ' s  words z 

For purposes  o f  t h e o r e t i c a l  a n a l y s i s  i t  i s  o f  prime 
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C l i n a r d  and Hartung s t u d i e d  the  cr imes  o f  bus inessmen .  Both urged  

t h a t  w h i t e - c o l l a r  cr ime be e x p l i c i t l y  l i m i t e d  Co such conduc t .  For 

ClJJ~ard, the  concep t  meant only  " i l l e g a l  a c t i v i t i e s  among b u s i n e s s  and 

professional  men" ( 1 9 5 2 , v i i i ) ,  but Hartung cal~_ed v~Lte-col~ar crime "a 

v i o l a t i o n  o f  law r e g u l a t i n g  b u s i n e s s ,  which i s  committed f o r  a f l m  by 

the f i rm or i t s  agents in  the conduct of  i t s  business" (1950s25). 

Hartung thus  s u b s t i t u t e d  the b u s i n e s s  a c t i v i t y  o f  o r q a n ~ a t i o n s  fo r  the  

o c c u p a t i o n a l  a c t i v i t y  o f  indLLviduals. T~is r e p r e s e n t s  an i = p o r t a n t  

s h i f t  f r~n  5 u t h e r l a n d ' s  o r i q i n a l  p o s i t i o n .  While s e v e r a l  o f  h i s  

a r t i c l e s  (most n o t a b l y  19410 1948) and ~ i s  book r e f l e c t  h i s  i n t e r e s t  in  

c o r p o r a t e  dev i ance ,  S u t h e r l a n d ' s  t r e a t m e n t  o f  t h e s e  m a t e r i a l s  as  w e l l  

as the  r e s t  o f  h i s  outpu~ make q u i t e  c l e a r  t h a t ,  f o r  S u t h e r l a n d ,  

w h i t e - c o l l a r  c r i m i n a l i t y  i n c l u d e d  bo th  ind£v idua l  and o r g a n i z a t i o n a l  

b e h a v i o r .  : 4 

~ i t h e r  C l i n a r d  or  Hartunq would have r u l e d  Donald C r e s s e y ' s  Other  

People's Hone~ (1953) out of  bounds. Cressey ruled himself  out of  

bounds fo r  s o c i a l  s t a t u s  r e a s o n s .  Using the  d e f i n i t i o n  found i n  

S u t h e r l a n d ' s  book, Cressey  a c ~ i t t e d  t h a t  r e l a t i v e l y  few o f  the  

c o n v i c t e d  embezz le r s  he i n t e r v i e w e d  were w h i t e - c o l l a r  c r i m i n a l s .  

impor tance  to deve lop  and apply  concep t s  which p r e s e r v e  and 
emphasize the ambiguous na tu r e  o£ w h i t e - c o l l a r  c r imes  and no t  
tO " so lve"  the  problem by c l a s s i f ¥ i n  9 them as e i t h e r  "c r imes"  
or  "not  c r i m e s . "  The i r  c o n t r o v e r s i a l  na tu re  i s  e x a c t l y  what 
makes them so i n t e r e s t i n g  from a s o c i o l o g i c a l  p o i n t  o f  view 
and what ~ v e s  us a c lue  to  impor tan t  norm c o n f l i c t s ,  
c l a s h i n g  qroup i n t e r e s t s ,  and maybe i n c i p i e n t  s o c i a l  change 
(1952:266). 

14 In f a c t ,  S u t h e r l a n d  was l a t e r  taken to  t a s k  fo r  not  d is t inguish~J~g 
more p r e c i s e l y  between c o r p o r a t e  behav io r  and the conduct  o£ 
i n d i v i d u a l s  w i t h i n  c o r p o r a t i o n s  (Geis ,  1962). 
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The s i g n i f i c a n t  c h a r a c t e r i s t i c  o f  w h i t e - c o l l a r  cr ime i s  t ha t  
it i s  no t  assoc ia ted  with p o v e r t y  or  w i t h  s o c i a l  or persona l  
~ a t h o l o g i e s  vh ich  accompany p o v e r t y ,  kqsiZe "~e c r imes  o f  
t r a s t  v i o l a t o r s  are committ-,d i n  the course o t  t h e i r  
o c c u p a t i o n s ,  many of  the  v i o l a t o r s  encoun te r ed  cannot  be 
c o n s i d e r e d  as  pe r sons  o f  h igh  s o c i a l  s t a t u s  or  as r e s p e c t e d  
persons o f  the c c ~ u n i t y .  Whi le,  w i t h  a fev  excep t i ons ,  the 
persons i n t e r v i e w e d  were i n  no sense p o v e r t y  s t r i c k e n ,  
holding p o s i t i o n s  which a t  l e a s t  p r o v i d e d  them wi th  a r e g u l a r  
income, n e i t h e r  can they  be c o n s i d e r e d  as Pe r sons  o f  h igh  
s o c i a l  s ta tus  i n  the sense t h a t  Su ther land  uses the phrase 
(1953.184, fn .  9 ) .  I s 

O r g a n i z a t i o n a l  invo lvement  has been Pe r t  o f  the w h i t e - c o l l a r  cr ime 

concept s ince Ross, buc Har tung 's  requ i rement  that w h i t e - c o l l a r  cr ime 

be o r g a n i z a t i o n a l  was not  immed ia te ly  accepted.  The nex t  conceptual  

sea change i n s t e a d  dropped S u t h e r l a n d ' s  s o c i a l  s t a t u s  c r i t e r i o n .  

C l i n a r d  had p l a n t e d  the  s eeds  ve ry  e a r l y  on, i n c l u d i n g  gas s t a t i o n  

o p e r a t o r s  and a l l  who r e n t e d  p r o p e r t y  in  h i s  s tudy  o f  the  b lack  market ,  

but little was made of this until Newman (1958) suggested that farmers, 

repa i rmen,  and o t h e r s  f ron  lower rungs o f  the  s o c i a l  l a d d e r  could  be 

thought  o f  as w h i t e - c o l l a r  c r i m i n a l s  ( t h i s ,  though he quoted  

S u t h e r l a n d ' s  1949a d e f i n i t i o n  a p p r o v i n g l y ) .  "The c h i e f  c r i t e r i o n  f o r  a 

cr ime to  be ' w h i t e - c o l l a r '  i s  t h a t  i t  occurs as p a r t  o f ,  or  a d e v i a t i o n  

from, the v i o l a t o r ° s  occupa t iona l  r o l e "  (1958.737).  I t  remained f o r  

Quinney (1964),  who had w r i t t e n  an i n f l u e n t i a l  p iece on p r e s c r i p t i o n  

v i o l a t i o n s  among r e t a i l  pharmacis ts  (Quinney, 1963), to  f o r m a l l y  

propose t ha t  w h i t e - c o l l a r  cr ime inc lude  " a l l  v i o l a t i o n s  t h a t  occur i n  

Is The organizational behavior perspective was influential enough by 
1965. however, f o r  Cressey to  f e e l  compel led to  o f f e r  an e n t i r e l y  
d i f f e r e n t  op in i on  o f  h is  work.  He s tud ied  embezzlers,  he exp la ined ,  
because Su the r land ' s  p o s i t i o n  had been "confused" ;  the Ind iana 
s o c i o l o g i s t  had examined co rpo ra te  behav io r ,  not  t ha t  o f  
individuals, and anoLher view of white-collar crime was required 
(Cressey, 1965). 
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t he  c o u r s e  o f  o c c u p a t i o n a l  a c t i v i t y "  (1964 ,210 ) ,  and  t h a t  i t  be renamed 

"oc . -~pat iona l  c r ime . "  & l though ClJJnerd r e t a i n e d  the s o c i a l  s ta tus  

recl~Lrement i n  k4s d e f i n i t i o n  o f ~ d ~ t e - c o l l a r  cr ime f o r  the 

I n t e r n a t i o n a l  Encyc loped ia  o£ t he  S o c i a l  S c i e n c e s ,  TM e t e x t b o o k  he and 

Quinney co -au thored  (1967, 1973) rep laced the by - then  o b l i g a t o r y  

chapter  on v ~ L t e - c o l l a r  of£enses .1 w i t h  one t i t l e d  " o c c u p a t i o n a l  

c r ime.  "L |  Others i n  the e a r l y  seven t ies  a l so  spoke i n  terms o f  

occupa t i ona l  conduct a t  a l l  s t s tus  l e v e l s  (GihbGns, 1968; Meyer, 1972; 

Geis,  1974 on " a v o c a t i o n a l "  c r ime)  or  used the concept i n  e m p i r i c a l  

research (Leonard and ~eber,  1970). 

C l i n e r d a n d  ~)ui~mey added the  r e q u i r e m e n t  t h a t  o n e ' s  j o b  be 

l e g i t i m a t e  to  Qu£nney ' s  b r o a d e r  n o t i o n  o f  o c c u p a t i c n a l  c r ime .  The i dea  

t h a t  one h o l d  a p o s i t i o n  in  ~ leq i t~una te  economic o r d e r  ha s  appea red  

i n  s u b s e q u e n t  work, too ,  most o £ t e n  to  d i s t i n g u i s h  ~ t e - c o l l a r  from 

o r g a n i z e d  cr ime ( C l a r k e ,  1978; a e i s s  and Bidarman,  1980) .  Though i t  i s  

no t  e n t i r e l y  c l e a r  ~ov the  concep t  ~ i £ f e r s  £rom S u t h e r l a n d ' s  

" r e s p e c t a b i l i t y "  c r i t e r i o n ,  the  appea rance  o£ " l e g i t i m a c y "  i n  the  l a t e  

,6 "The concept o f  w h i t e - c o l l a r  cr ime covers l a y  b reak ing  amonq the 
middle and upper (o r  ' v h i t e - c o l l a r ' )  socioeconomic c lasses"  
(C l i na rd ,  1968=483). 

Nannheim (1965) 1 i n ,  ted  c o n s i d e r a t i o n  to  the of£enses o£ 
"non-uork~J~q-class" persons, too .  

*~ Standard c r i m i n o l o g y  t ex t s  began to  devote cons iderab le  space to  
v h i t e - c o l l a r  cr ime by the l a t e  £ i £ t i e s .  For an e a r l i e r ,  perhaps 
a t y p i c a l  t reaement,  see Barnes and Teeters (1943).  

,s The f i r s t  e d i t i o n  de£ined the concept as " v i o l a t i o n  o f  the l ega l  
codas i n  the course o f  a c t i v i t y  in  a l e g i t ~ n a t e  occupat ion"  (C l i na rd  
and Quinney, 1967=131). S i x  years l a t e r ,  " the  l e g a l  codes" became 
" the c r i m i n a l  l aw . "  a s h i f t  seemingly a t  odds w i t h  the au thors '  
s tatement  tha t  occupa t iona l  cr imes were no t ,  i n  genera l ,  punished 
c r i m i n a l l y .  
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s i x t i e s  does r e p r e s e n t  s new deve lopment  i n  t he  f i e l d .  

a s  s o c i a l  s t a t u s  dropped  from s i g h t ,  and l e g i t i m a t e  o c c u p ~ t i o n  

took i t s  p l a c e ,  d i s c u s s i o n  o f  o r ~ a t i o n a l  c r ime c o n t i n u e d  apace .  

Pe rhaps  i n f l u e n c e d  by h i s  s t u d y  o f  the  heavy e l e c t r i c a l  equipment  

a n t i t r u s t  cases o f  1961, G i l b e r t  Ge~s urged t h a t  " the concept o f  
| 

v h ~ t e - c o l l a r  cr ime be r e s t r i c t e d  to  co rpo ra te  v i o l a t i o n s  o f  a 

reasonably  homogeneous na tu re  and to  cognate c r i m i n a l  ac ts "  (1962,171).  

The same year ,  Bloch and Ge:Ls (1962) o f f e r e d  one of  the f i r s t  

typolotTles o f  w h i t e - c o l l a r  c r ime,  ~Ltst~u~uish~q cr imes cce=Lttted by 

i n d i v i d u a l s ,  by employees aga ins t  a co rpo ra te  employer ,  and by 

co rpora te  po l icT-makers  a c t i n 9  on b e h a l f  o f  t h e i r  o r g a n i z a t i o n .  The 

f i r s t  two became one as C l i n a r d  and ~ L n n e y  (1973) p u b l ~ h e d  chapters  

on occupa t iona l  and co rpo ra te  c r ime,  and GeLs (1974) wro te  og 

a v o c a t i o n a l  and co rpo ra te  o f fenses ;  i n  both  cases, the two remainJ~ 9 

ca teqo r i es  were meant to descr ibe  the un ive rse  of  w h i t e - c o l l a r  

i l l e g a l i t y  e n t i r e l y  (see a l so  Gibbons, 1968; Homing ,  1970). 

This locus on co rpora te  behav io r  was to  become even more in tense  

as the sevent ies  proqressed.  Eefore t h i s  occurred,  however, Herber t  

E d e l h e r t z  added to t he  f i e l d  w i t h  h i s  work on the  c l a s s i f i c a t i o n  o f  

w h i t e - c o l l a r  o~genses (Ede lhe r t z ,  1970). A l though c a l l s  Eor the 

a n a l y s i s  and c a t e q o r i z a t i o n  o f  w h i t e - c o l l a r  behav io rs  had been mode 

p r e v i o u s l y ,  E d e l b e r t z ' s  was the f i r s t  major  e££or t  i n  t h i s  d i r e c t i o n .  

E d e l h e r t z * s  typo logy  w i l l  be c o n s i d e r e d  below.  HAs d e f i n i t i o n  oE 

w h i t e - c o l l a r  cr~ne is £mportant, too, ~or it depar ts  significantly Er~ 

e a r l i e r  e~Eor t s .  &ccordin  9 to Z d e l h e r t z ,  w h i t e - c o l l a r  crime i s  "an  

i l l e g a l  a c t  or  a e r i e s  o£ i l l e g a l  a c t s  commit ted  by n o n p h y s i c a l  means 
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and by concealment  or  g u i l e ,  to  o b t a i n  money or  p r o p e r t y ,  to  avoid  the  

payment or  l o s s  o f  money or p r  .o~erty, or  t o  obtaJ-~ b u s i n e s s  or  p e r s o n a l  

advantage.- (1970s3).  Behavior  and mo~.ive thus  r e p l a c e  s o c i a l  c o n t e x t ;  

s t a t u s ,  p e r c e i v e d  l e g i t i m a c y ,  ~ccupx t ion ,  and o r g a n i z a t i o n  a re  no 

l o n g e r  r e l e v a n t .  The d e f i n i t i o n  ~on a good d e a l  o f  n o t i c e ,  i t s  focus  

on b e h a v i o r a l  c o n t e n t  r a t h e r  than  s o c i a l  s t r u c t u r e  s e t t i n g  i t  a p a r t  

from p r e v i o u s  t r e a t m e n t s .  That E d e l h e r t z  was c h i e f  o f  the  f r a u d  

sec t i on  i n  the Departn~nt  o f  J u s t i c e ' s  C r im ina l  D i v i s i o n  i s  perhaps 

germane, f o r  h is  definition seems more attuned to  the w h i t e - c o l l a r  

o f fenses t y p i c a l l y  prosecuted in  the f e d e r a l  cour ts  than to  those 

handled i n  c i v i l  or  a d m i n i s t r a t i v e  proceed ings ;  i t  i s  no t  s ~ r p r i s i n g ,  

too ,  t ha t  a p rosecu : i ng  a t t o rne~  emphasized behav io r  i ns tead  o£ more 

t h e o r e t i c a l  s o c i o l o g i c a l  concepts.  *s £ d e l h e r t z ' s  l i s t  o f  r e p r e s e n t a t i v e  

w h i t e - c o l l a r  cr imes (1970:73-75) r e f l e c t s  t h i s ;  r e l a t i v e l y  unorganized 

f raud ,  f i n a n c i a l  man ipu la t i on ,  and c o l l u s i o n  predominate.  

J u s t  as the Great Depression r e v i v e d  acddemic i n t e r e s t  i n  the s ins  

o f  the power fu l ,  the combined exper ience  o£ Vietnam, the Nader and 

env i ronmenta l  movements, and Watergate animated scho la rsh ip  on 

w h i t e - c o l l a r  cr ime.  Corporate m isbehav io r ,  the l i t e r a t u r e ' s  o ldes t  

i dea ,  and governmenta l  ma l f ea sance ,  which had a t t r a c t e d  r e l a t i v e l y  

t9 The working d e f i n i t i o n  o f  the  Department o f  J u s t i c e  i s  s i m i l a r  t o  
£ d e l h e r t z ' s .  " n o n v i o l e n t  i l l e g a l  a c t i v i t i e s  which p r i n c i p a l l y  
invo lve  t r a d i t i o n a l  n o t i o n s  o f  d e c e i t ,  d e c e p t i o n ,  concea lment ,  
man ipu la t ion ,  b reach  o f  t r u s t ,  s u b t e r f u g e  or  i l l e g a l  c i rcumvent ion"  
( C i v i l e t t i ,  1978z64-6S). So i s  t h a t  o f  ano the r  a t t o r n e y .  See Oqren 
( 1973.959, fn .  1 ) .  

Other d e f i n i t i o n s  explicitly f o l l o w i n g  E d e l h e r t z ' s  i nc lude  
Chamber o f  Cc~mnerce of  the Uni ted  S t a t e s  (1974.3) and Conklin 
(1977:13),  who uses  E d e l h e r t z ' s  approach to  s tudy  b u s i n e s s  cr ime.  
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l i t t l e  a t t e n t i o n  i n  soc i o l ogy ,  z l  became the t op i cs  i n  the middle and 

l a t e  s e v e n t i e s .  Huch t h a t  appea red  on t he  c o r r u p t i o n  and abuse  oE 

p e v e r  i n  government  seems to have had l i t t l e  c t m a l a t i v e  impac t ;  ~ r e  

s i q n i E i c a n t  has been o r g a n i z a t i o n a l  t h e o r y ' s  d i scove ry  o f  co rpora te  

c r i ~ n a l i ,  t y .  While t he  impor tance  o f  o r g a n i z a t i o n a l  d e v i a n c e  had been  

remarked on a decade e a r l i e r  ( R e i s s .  1966) .  o n l y  r e c e n t l y  has  much been  

accompl i shed  ( e . 9 . ,  Staw and S z v a j h a v s k i ,  1975; Ermann end Lundman, 

1978; schraqer  and Shor t ,  1978; Gross, 1980). 

For a l l  the i n t e r e s t  i n  w h i t e - c o l l a r  cr ime over  the pas t  f i v e  

y : a r s - - p u b l i c a t i o n s  seem to  have a n L l t i p l i e d  e ~ n e n t i a l l y - - r e m a r k a b l y  

l i t t l e  a n a l y s i s  o f  the concept i t s e l f  has been presented.  Few authors  

o f f e r  d e f i n i t i o n s  anlnnore; a t  l e a s t  two have e ~ l i c i t l y  suggested t h a t  

d e f i n i t i o n  no l onqer  ma t te rs ,  t h a t  w h i t e - c o l l a r  c r ime ' s  b(nmdar ies 

should depend on the s p e c i f i c  purpose a t  hand (Wi lson, 1978; Shapi ro ,  

1980b; see a l so  Katz ,  1979), and o thers  d e l i b e r a t e l y  avo id  "ccu~ceptual 

and t e r m i n o l o q i c a l  issues"  (Gels and S to t l and ,  1980,11).  Reiss and 

Biderman (1980) stand ou t  as the most ~portsnt e x c e p t i o n s  to  t h i s  

t rend  

W h i t e - c o l l a r  v i o l a t i o n s  are those v i o l a t i o n s  o f  law to  which 
p e n a l t i e s  are a t tached t h a t  i n v o l v e  the use o f  a v i o l a t o r ' s  
p o s i t i o n  o f  s i g n i f i c a n t  power, i n f l uence  or  t r u s t  i n  the 
l e g i t ~ n a t e  economic or  p o l i t i c a l  i n s t i t u t i o n a l  o r d e r  f o r  the  
purpose  o f  i l l e g a l  g a i n .  or  to  c o ,  i t  an i l l e g a l  a c t  f o r  
p e r s o n a l  or  o r q a n i z a t i o n a l  ga in  ( 1 9 8 0 : 4 ) .  

21 There has always been 8 s i g n i f i c a n t  l i t e r a t u r e  on the sub jec t  i n  
p o l i t i c a l  sc ience.  
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Althoucjh social status is not mentioned, the requirement that a 

p o s i t i o n  o f  " s i g n i f i c a n t  power, i n f luence ,  or  t r u s t "  be emploF, ed 

h~rkens back to  Sut~er land 's  o r i g i n a l  n o t i o n  o f  s o c i a l  h i e r a r c h y  and 

abuse o f  t r u s t .  2~ The author~ ~ake c l e a r ,  .however, tha t  such p o s i t i o n  

need not be o rgan i za t i ona l  or  occupat iona l  (198019), and i n  t h i s  

r e s p e c t ,  move away from bo th  S u t h e c l a n d  and many o f  t h e i r  

c o n t e m p o r a r i e s .  I t  i s  o£ consequence ,  too ,  t h a t  un l ike  E d e l h e r t z  and 

his  fo l l owers ,  aeiss and Biderman say noth ing about modus ~)erand£ za 

CH~2ACTERIZING~HITE-COLLAR CRINE 

We have seen what wh~ te -co l l a r  crime has meant to others.  Five ~ t ~ s  

have shaped d iscussion o f  the concept since Rossz soc i a l  s ta tus ,  

occupation, organization, legitlmacy, and the abuse of power or trust. 

How useful are these if we wish to describe a single, homogeneous 

category o f  i l l e g a l  behavior? What can we say about each? 

Soc i a l  S t a t u s  

Soc i a l  s t a t u s  c r i t e r i a  r a i s e  a number of  p rob lems .  F i r s t ,  they  

s e p a r a t e l y  c l a s s i f y  d e v i a n t  a c t s  t h a t  seem v i r t u a l l y  i d e n t i c a l .  The 

weal thy  s u r e l y  commit the same c r imes  as the  l e s s  v e i l  endowed. Does 

i t  make sense to d i f f e r e n t i a t e  between a corpora te  o f f i c e r ' s  f a i l u r e  to  

z~ "k position is deemed to have significant power, i n f l u e n c e ,  or trust 
when the a c t i o n s  o f  incumbents  must be taken i n to  account  by o t h e r s  
in the performance of  t h e i r  r e l a t e d  r o l e s "  (1980:5) .  This  seems 
r a t h e r  broad ,  g iven  any bu t  the s i m p l e s t  d i v i s i o n  o f  l a b o r .  

zz Indeed,  they inc lude  c r imes  of  v i o l e n c e  a g a i n s t  the p e r s o n ,  e . g . ,  
the unsolved Karen s i l kweed  case ,  c e r t a i n  i n s t a n c e s  of  p o l i c e  
b r u t a l i t y ,  and the  Buf fa lo  Creek d i s a s t e r  (1980:11).  
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r e p o r t  t a x a b l e  income and a m~grant y o r k e r ' s ?  Between a d o c t o r ' s  

med ica id  f.-aud and t h a t  o f  the  c o r n e r  d r u ~ i s t ?  The tnnn~diate answer 

s e e s  t o  be "no . "  Although never  made e x p l i c i t ,  the  f e e l i n g  t h a t  such 

d i s t i n c t i o n s  achieve l i t t l e  mot ivated the -occupat iona l  cr ime" movement 

of  the  e a r l y  s i x t i e s .  

Measurement o f  soc ia l  s ta tus may be prob lemat ic ,  too.  

Soc io loq i s t s  have since improved s i q n i f i c a n t l y  on Suther land 's  ra ther  

of .hand ~reatment, but  the concept remains i nexac t .  How does one 

d i s t i n q u i s h  between i n d i v i d u a l s  o f  h igh  s t a t u s  and tJ~cse who are l e s s  

we l l  thought of? Consider the doctor  who performs an occasional  

abort. ion, or the p o l i t i c i a n  cauqht i n  a sex  s c a n d a l  who is nonetheless 

ree lec ted .  Soc ia l  s ta tus- -and Suther land 's  r e l a ted  no t ion  o f  

r e s p e c t a b i l i t y - - v o u l d  seem to depend more on p resen ta t i ona l  s t ra tegy  

and group response than on ob jec t i ve  personal  c h a r a c t e r i s t i c s ,  z" In 

t h i s  contex t ,  the term ra ises a t  l eas t  as many quest ions as i t  so lves.  

S ta tus - re l a t ed  d e f i n i t i o n s  have been used to r e l a t e  soc ia l  c lass 

to d i f fe rences  in  c r im ina l  oppor tun i t y ,  of fense type, or  the s e v e r i t y  

o f  soc i a l  con t ro l .  But, i t  has been argued, no one con t es t  these 

l i n k s  when, by d e f i n i t i o n ,  soc ia l  c lass does not vary .  Reiss and 

Biderman (1980), among others,  r e j e c t  the use o f  soc ia l  s ta tus on these 

grounds. Nevertheless,  as Katz (1979) po in ts  o u t ,  sta tus  d i s t i n c t i o n s  

may be necessary fo r  c r i t i c a l  soc ia l  ana lys is .  And i t  should s t i l l  be 

z3 Su the r l and  never  s a id  why he added the  r e s p e c t a b i l i t y  s t a n d a r d  in  
Whi t e -Co l l a r  Crime, or how he thought  i t  mod i f i ed  the requi rement  of  
"high s o c i a l  s t a t u s . "  In h i s  p r e s i d e n t i a l  a d d r e s s ,  he d e s c r i b e d  
v h i t e - c o l l a r  c r i m i n a l s  as " r e s p e c t a b l e  or a t  l e a s t  r e s p e c t e d "  
(1940 : I ) ,  s u g g e s t i n g  t h a t  he,  too,  r e coqn ized  the importance of  
p r e s e n t a t i o n  of  s e l f  and s u b j e c t i v e  co~nuni ty  p e r c e p t i o n .  
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p o s s i b l e  to  a s s e s s  the e f f e c t s  o f  s o c i a l  c l a s s  by comparing 

• d ~ i t e - c o l l a r  c r imes  wi th  o t h e r s  t h a t  d i f f e r  on ly  vt . th  r e s p e c t  to  

o f f e c d e r  s t a t u s .  Frauds c a r r i e d  ou t  by poor  t:olk a re  bu t  one e x a ~ l e .  

occupat ion 

The r equ i remen t  t h a t  a v h i t e - c o l l a r  cr ime be coaaait ted i n  the course o f  

one's occupa t ion  has  been  popu l a r ,  adopted  by many vho have r e j e c t e d  

d e f l n i t i e n s  based  on s o c i a l  c l a s s .  I t  s eeks  to  l i m i t  the. k inds  o f  

i l l e g a l  behav io r  under  c o n s i d e r a t i o n  by f o c u s i n g  on economic or  

b u s i n e s s  a c t i v i t y .  Thus, bank embezzlement i s  a w h i t e - c o l l a r  c r ime;  

bank robbery  i s  n o t .  

u n g o r t m l a t e l y ,  l i k e  the  s o c i a l  s t a t u s  c r i t e r i o n ,  the  occupationa'~ 

s t a n d a r d  a l s o  d i s t i n g u i s h e s  between a p p a r e n t l y  s i m i l a r  forms o f  

crY_missal conduc t .  I s  a f r a u d u l e n t  a p p l i c a t i o n  f o r  a b u s i n e s s  loan any 

d i f f e r e n t  than  a phony a p p l i c a t i o n  f o r  w e l f a r e  b e n e f i t s ?  z" Should no t  

someone who s e t s  a summer home ab laze  to  c o l l e c t  i n s u r a n c e  ~ene£1 t s ,  

and a pe r son  who burns  a f a i l i n g  b u s i n e s s  f o r  the  same r eason ,  be 

t r e a t e d  in  l i k e  f a sh ion?  While o c c u p a t i o n a l  r o l e s  a f f o r d  many 

o p p o r t u n i t i e s  f o r  i l l i c i t  b e h a v i o r ,  i t  i s  c l e a r  t h a t  the  same 

o p p o r t u n i t i e s  may a r i s e  in  nonoccupa t iona l  s e t t i n g s .  

occupa t i on  r a i s e s  o t h e r  p rob lems .  &lthouqh i n t e n d e d  to  l ~ n i t  

a t t e n t i o n  to  b u s i n e s s  or w o r k - r e l a t e d  conduc t ,  " a l l  v i o l a t i o n s  t h a t  

occur in  the course  o f  o c c u p a t i o n a l  a c t i v i t y "  (Quinney, 1964:210),  

achnits o f  g a m b l ~ g ,  dupe p e d d l i n g ,  even murder -c r imes  Chat few would 

z4 Meyer (1972) inc ludes  v e l f a r e  f raud  in  h i s  concept o f  occupa t iona l  
cr ime. 
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c a l l  w h i t e - c o l l a r .  25 And how does one d e t e r m ~ e  vhen the  o££enSer i s  on 

J, ob? The comcon law wres t . l ed  wi th  t h i s  problem i n  a l l o c a t i n g  

r e s p o n s i b i l i t y  f o r  employees '  t o r t s ;  i n  the  s o c i o l o q y  o£ v h £ t e - c o l l a r  

c r ime,  i t  remains  l a r q e l y  unexamined. F ~ a l l y ,  the  t h e o r e t i c a l  

s i q n i g i c  ,ance o£ o c c u p a t i o n a l  cr ime has  never  been f ~ l l y  a r t i c u l a t e d .  

Is  there anyth ing spec ia l  about crimes committed a t  work, or  4. the 

concept merely designed to  sneak s o c i a l  s ta tus  cons idera t ions  hack i n t o  

the  d i s c u s s i o n ,  by d i s t i n g u i s h i n g  between Chose who have a j ob ,  and 

those who do not?  

Organ i za t i on  

I l l e g a l i t y  i n  b u s i n e s s  has always been one o f  the l i t e r a t u r e ' s  most 

~.~portant themes. Near ly a l l  the f i e l d ' s  major con t r ibu to rs - -Ross ,  

Suther land, C l ina rd ,  Gels--have w r i t t e n  about corporate or  

o r g a n i z a t i o n a l  c r ime .  Yet the  concep t  has never  been c a r e £ u l l y  

ana lyzed .  I n s t e a d ,  l i k e  S u t h e r l a n d ' s  s o c i a l  s t a t u s  c r i t e r i o n ,  

o r g a n i z a t i o n a l  involvement  has been used to  c a l l  a t t e n t i o n  to  behav io r  

p r e v i o u s l y  u n s t u d i e d ,  to  urge s o c i a l  re form,  or  t o  advoca te  even 

b roade r  i d e o l o g i c a l  change.  

That d e f i n i t i o n s  have been s i m p l i s t i c  and o v e r l y  i n c l u s i v e  

r e f l e c t s  t h i s  s t a t e  o£ a f f a i r s .  The most r e c e n t  l a b e l s  as c o r p o r a t e  

crime "any ac t  committed by c o r p o r a t i o n s  t h a t  i s  pun i shed  by the s t a t e "  

( C l i n a r d  and Yeager,  1980:16).  Even i£  we choose a narrower  

~s SuCherland thought  murder coami t t ed  by an i n d u s t r i a l i s t  in the 
course  o f  s t r i k e - b r e a k i n g  a c t i v i t i e s  a w h i t e - c o l l a r  crime 
(1941:112).  
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d e f i n i t i o n ,  f o c u s i n g  on c o r p o r a t e  conduct  f o r c e s  us to  d i s t i n g u i s h  

between o t h e r w i s e  i d e n t i c a l  b e h a v i o r  o c c u r i n g  o u t s i d e  end vi '~hin the  

o r g a n i z a t i o n a l  c o n t e ~ ,  in  t h i s  r e s p e c t ,  s p u r e l y  o r g a n i z a t i o n a l  

p e r s p e c t i v e  i s  no more advanced than one which cen te rs  a t t e n t i o n  on 

s o c i a l  s t a t u s  or  o c c u p a t i o n .  

Too, as  w i t h  o c c u p a t i o n a l  c r ime ,  one must ask  whether  t he  concep t  

o f  c o r p o r e t e  or  orgnn/Lzat ional  i l l e g a l i t y  r e a l l y  e l i m i n a t e s  

s t a t u s - r e l a t e d  i s s u e s .  Corpora te  e n t e r p r i s e  en joys  s i g n i f i c a n t l y  

g r e a t e r  s t a t u s  t hen  r e l a t i v e l y  unorgan ized  a c t i v i t y  in  any c c m n e r c i a l  

s o c i e t y .  And the  i n t e r a c t i o n  of  i n d i v i d u a l  end o r g a n i z a t i o n  w i l l  be as  

much Guided by c o n s i d e r a t . i o n s  of  r e l a t i v e  rank as  everyday e n c o u n t e r s  

o f  p e r s n n s  f r c a  d i f f e r e n t  s o c i a l  backgrounds .  Whether o u t s i d e r s  a r e  

consumers or  re~palatory a g e n c i e s ,  the  d e f e r e n c e  end t r u s t  they accord  

o r g a n i z a t i o n s  w i l l  depend d i r e c t l y  on the f a c t  o f  o r g a n i z a t i o n  as we l l  

as o r g a n i z a t i o n a l  s i z e .  

Of r e c e n t  t h e o r i s t s  concerned  vit_h the  ~ole  o f  o r g a n i z a t i o n s  i n  

v h i t e - c o l l a r  i l l e g a l i t y ,  Shapiro  (1980b) has gone f u r t h e s t ,  sugcjestJ~nq 

t h a t  v h i t e - c o l l a r  cr ime be unde r s tood  g e n e r a l l y  as conducZ which by 

d e f i n i t i o n  i n h e r e s  in  an o r g a n i z a t i o n a l  c o n t e x t  (1980h.11) .  This  t akes  

the idea  o f  o r g a n J ~ a t i o n a l  involvement  ton f a r .  The n o t i o n  becomes so 

sweeping as to  i nc lude  v i o l a t i o n s  in  both  b u s i n e s s  and nonbus ines s  

s e t t i n g s ,  as long as an o r g a n i z a t i o n  s e r v e s  as  c r ~ n i n a l  a c t o r ,  v i c t i m ,  

or  medium f o r  the  i l l e g a l  behav io r  o f  o t h e r s .  C e r t a i n l y ,  

" o r g a n i z a t i o n a l  involvement"  emi t s  ve ry  l i t t l e ,  g iven  the  u b i q u i t y  o f  

the o r g a n i z a t i o n a l  form in  our s o c i e t y .  Shap i ro  h e r s e l f  admi t s  the  

only  phenomena exc luded  by the  c r i t e r i o n  a re  ve ry  s imple  con games and 
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c e r t a i n  consL~er f r a u d s ,  ze 

F i n a l l y ,  the d i s t i n c t i o n  between i n d i v i d u a l  and o r g a n ~ a t i n n a l  

o f f e n s e s  i s  p r o b l e m a t i c .  P r ev ious  work has employed two s t r a t e g i e s  t o  

determine whether i l l e g a l  conduct i s  Lnd iv idua l  or  o r q a n i z a t i n n a l .  The 

f i r s t  ~ n ~ r e s  as to  the u l t i m a t e  b e n e f i c i a r y  o f  the i l l i c i t  behav io r ;  

e i t h e r  the  indJ .vidual  b e n e f i t s  a t  the  expense  o f  the  orgnnLzat~on,  as 

i n  embezzlement, or  the organLzat ion b e n e f i t s  w i t hou t  r e g a r d  to  

ind- ;v idual  advantage, as in  p r i ce  f~uLtng. Hartung (1950), S lo th  and 

Geis (1962), and C l i ns rd  and Quinney (1973) have a l l  used t h i s  

agproach. I t  i s  not  c l ea r ,  however, vbether  intended or  ac tua l  

b e n e f i c i a r i e s  are  to  be considered.  I f  i n t e n t i o n  i s  L~por tant ,  a good 

deal  o f  psycho log ica l  data i s  requ i red  before  behavior  can be deemed 

i n d i v i d u a l  or  o r g a n i z a t i o n a l ;  i f  r e s u l t  i s  crucLal, d e t a i l e d  fo l l ow-up  

of  a c t u a l  e v e n t s  is n e c e s s a r y .  

The "who b e n e f i t s "  approach i s  e s s e n t i a l l y  i n d i v i d u a l i s t i c .  

Because i t  views the i n d i v i d u a l  as crinLiJ~al ac to r ,  i t  ignores the 

o rgan i za t i ona l  f l a v o r  o f  much o f  contemporary soc i a l  l ~ e .  The second 

approach to the i n d i v i d u a l - o r ~ a t i o n  d i s t i n c t i o n ,  on the o ther  hand, 

looks at  the o r g a n i z a t i o n a l  contex t  o f  v h i t e - c o l l a r  cr~ne more c l ose l y ,  

asking vhether such behavior  i s  in  accordance v i t h  o r g a n i z a t i o n a l  

goals o 

2s Indeed, vhen one considers how broad ly  the term "o rgan i za t i on "  may 
i t s e l f  be def ined,  " o r g a n i z a t i o n a l  ~mvolvement" ha rd ly  seems to help 
at  a l l .  For example, A ld r i ch  (1979:4) def ines an o rqan iza t i on  as a 
" g o a l - d i r e c t e d ,  boundary ma in ta in ing  a c t i v i t y  system." Stinchcombe 
(1965:142) c a l l s  i t  "a set  of  s tab le  soc ia l  r e l a t i o n s  d e l i b e r a t e l y  
created,  w i t h  the e x p l i c i t  i n t e n t i o n  of  cont inuous ly  accompl ishing 
seine s p e c i f i c  goals or purposes."  
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How does one d e c i d e  whe the r  b e h a v i o r  As i n  harmony w i t h  t he  g o a l s  

o f  an o r g a n i z a t i o n ?  ~ t e r ' a l l ,  p u b l i s h e d  o b j e c t i v e s  may n o t  c o r r e s p o n d  

to  o r g a r ~ z a t i o n a l  r e a l i t y ,  and  f a c t i o n s  w i t h i n  an o r g a n i z a t i o n  may 

• u p p o r t  v a r i e d  at~ns. C l e a r l y ,  detatLled a c c o u n t s  o f  o r g a n i z a t i o n a l  

o p e r a t i o n s  a re  r e q u i r e d .  Al though  deve loped  i n  a s l i g h t l y  d i f f e r e n t  

c o n t e x t .  Zrmenn and Lundman.s (1978) a n a l y s i s  s u g g e s t s  t h a t  t he  

s e n s i t i v e  o b s e r v e r  must have i n f o r m a t i o n  r e q a r d i n  9 o r g a n i z a t i o n a l  

n~rms, s o c i a l i z a t i o n  p a t t e r n s ,  end t he  e x t e n t  t o  which o r g a n ~ a t i o n a i  

l e a d e r s  a r e  aware o f  s u b o r d i n a t e s ,  a c t i v i t i e s  b e f o r e  one can  d e c i d e  

whether  dev i ance  i s  i n d i v i d u a l  o r  o r q m ~ i z a t i o n a l .  Such i n f o r m a t i o n  i s ,  

of course, hard to  come by. & l l  t h i s  makes At d i f f i c u l t  to put  the 

o r q a n i z a t i o n s l  ~ o a l s  approach  i n t o  e f f e c t .  

L e q i t i n a c y  

Many a c t i v i t i e s ,  i n c l u d i n g  ongoing ,  s t r u c t u r e d  means o~ e a r n i n g  a 

l i v i n g  a r e  i l l i c i t ;  p o s i t i o n s  p r o v i d i n g  i l l e g a l  goods end s e r v i c e s  

i n c l u d e  t h o s e  i n  o r g a n i z e d  p r o s t i t u t i o n ,  n a r c o t i c s  d i - ~ t r i b u t i o n ,  t ape  

p i r a c y ,  and the  l i k e .  Thus, C l i n a r d  end ~ i n n e y  modigied  the  l a t t e r ' s  

i n i t i a l  d e f i n i t i o n  og o c c u p a t i o n a l  c r ime t o  r e q u i r e  t h a t  v i o l a t i o n s  

occur  - i n  the  c o u r s e  o f  a c t i v i t y  i n  a l e g i t i m a t e  o c c u p a t i o n -  

(1967 :131) .  But f u r t h e r  c o m p l i c a t i o n s  e~sue when a p p a r e n t l y  p r o p e r  

o c c u p a t i o n a l  s e t t i n g s  or  o r g a n i z a t i o n s  a r e  used  to  c o . i t  or  cover  up 

i l l e g a l i t y .  For example,  f acade  o r g a n i z a t i o n s  a r e  o f t e n  c r e a t e d  to  

f a c i l i t a t e  b a n k r u p t c y  scares and m a i l  f r a u d s .  Are r o l e s  w i t h i n  such 

o r g a n i z a t i o n s ,  o r  the  o r g e n i z a t i o n s  t h e m s e l v e s ,  - l e g i t i m a t e , , ?  Are such 

a c t i v i t i e s  w h i t e - c o l l a r  c r imes?  However t h e s e  q u e s t i o n s  a re  answered.  
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i t  w i l l  be as d i f f i c u l t  to  c o n s i s t e n t l y  de f i ne  what i s  le~ f l t imate  ms i t  

was to  s p e c i f y  who i s  respec tab le .  Of the few who have e x p l i c i t l y  

requ i red  t ha t  o r q a n i z a t i o n ,  occupat ion ,  o r  a c t i v i t y  be l e q i t i m a t e ,  on l y  

Reiss and Biderman have recoq~Lzed these p i t f a l l s  (1980=39). 

t 

Trust  

Suther land was no t  the f i r s t  to  assoc ia te  w h i t e - c o l l a r  cr ime w i t h  the 

abuse o f  t r u s t .  The connect ion  has been noted many t imes s ince Ross 

vco te :  

But the  £ac t  i s  t h a t  the  p a t e n t  r u f £ i a n  ! s  c o n f i n e d  to  the  
s o c i a l  basement ,  and en joys  £ew o p p o r t u n i t i e s .  He can a s s a u l t  
or  m o l e s t ,  to  ha s u r e ;  hu t  he cannot  b e t r a y .  Nobody depends 
on him, so he cannot  consniC b reach  o£ t r u s t , - t h a t  a r ch  s i n  o£ 
our t ime .  He does not  ho ld  in  h i s  hand the  s a f e t y  or  w e l f a r e  
or  money o£ the  p u b l i c .  He i s  the  c l i n k e r ,  n o t  the  l i v e  
c o a l ;  vermin,  no t  b e a s t  o£ p r e y .  To-day the v i l l a i n  most i n  
need of  c u r b i n g  i s  the  r e s p e c t a b l e ,  exemplary,  Crus ted  
personage  who, s t r a t e q i c a l l y  p l a c e d  a t  the  focus  o f  a 
spider-web o£ £ i d u c i a r y  r e l a t i o n s ,  i s  ab le  from h is  
o £ £ i c e - c h a i r  to  p i c k  a thousand pockets ,  po ison a thousand 
s i ck ,  p o l l u t e  a thousand minds, or  i m p e r i l  a thousand l i v e s  
(1907.29-30) .  

Though re ferences are ntnnerous, a n a l y s i s  i s  almost n o n e x i s t e n t .  The 

concept now appears i n  d e f i n i t i o n s  (Reiss and Biderman, 1980), bu t  

s tudents o£ w h i t e - c o l l a r  cr ime have never thought  a q rea t  dea l  about 

e i t h e r  the £ormat ion or breach o£ t r u s t  r e l a t i o n s h i p s .  They have 

ins tead been con ten t  to  c i t e  Suther land app rov i nq l y ,  or  issue t h e i r  

own, unsupported,  statements regard ing  damage " t o  the s o c i a l  f a b r i c "  

(Gels, 1974=273) or p o l i t i c a l ,  economic, and s o c i a l  i n t e g r i t y  

( C i v i l e t t i ,  1978), quo t ing  a u t h o r i t i e s  as d i ve rse  as Ramsey Clark  2~ and 

z7 " W h i t e - c o l l a r  cr ime is  the most co r ros i ve  o f  a l l  cr imes.  The t r us ted  
prove un t r us two r t hy ;  the advantaged d i shones t . . .As  no o the r  cr ime,  
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s tud ies outs ide the v h i t e - c o l l a r  arena have £o l loved e i t h e r  o f  tvo 

r a t h e r  d i s t i n c t  t r a d i t i o n s .  The f i r s t  i s  n a r r o v l ¥  e a p e r i m e n t a l ,  

e x p l o r i n q  the  r e l a t i o n s h i p  b e t v e e n  i n t e r p e r s o n a l  c o o p e r a t i o n  and 

l abo ra to ry  revard schedules; i t  has i t s  roots  in  Morton Deutsch's 

(1958) work v i t h  the p r i s o n e r ' s  dilenana game. Other v r i t i n g s  on t r u s t  

are  found in  the  l i t e r a t u r e  on economic and s o c i a l  m o d e r n i z a t i o n .  

Here,  i n t e r p e r s o n a l  t r u s t  has been viewed as  a p r e r e q u i s i t e  £or 

development { e . g . ,  6 a n f i e l d ,  1958: Lerne r ,  1958); n~re advanced 

s o c i e t i e s  r e q u i r e  t h a t  p e r s o n s  d e a l  v i t h  o u t s i d e r s  as n a t i o n a l  markets  

r e p l a c e  l o c a l  economic s t r u c t u r e s ,  and t r i b a l  and k i n s h i p  groups break  

~ .  Parsons  (1963),  t oo ,  r e c o g n i z e d  t h a t  market  economies depend on 

the i n s t i t u t i o n a l i z a t i o n  o£ t r u s t i n g  a t t i t u d e s .  He v e n t  on, however, 

to  no te  t h a t  i n £ 1 u e n c e - - o r  p e r s u a s i o n - - a l s o  n e c e s s i t a t e s  t r u s t .  "There 

mast be some b a s i s  on v h i c h  a l t e r  c o n s i d e r s  eqo to  be a t r u s t w o r t h y  

source  of  in£ormat ion  and ' b e l i e v e s '  him even though be i s  no t  in  a 

p o s i t i o n  to ve r i£y  the in fo rmat ion  independent ly"  (1963,48). 

L ike conclusions have been drawn by Reiss (1974); tha t  author sees 

t r us t  as a form o£ soc ia l  c o n t r o l .  Primary group members need not 

t r us t .  Reiss says, £or t h e i r  s o c i e t i e s  are he ld  to~ether by more d i r e c t  

means. Trust  becomes necessary as soon as the c o l l e c t i v i t y  grovs 

s u £ f i c i e n t l y  large and d i £ f e r e n t i a t e d  tha t  each i n d i v i d u a l  i s  no lonqer 

i t  quest ions our moral f i b e r "  (Geis and Edelher tz ,  1973:1004). 

ze "Without t r us t ,  a c i v i l i z e d  soc ie ty  cannot endure. When the people 
who are too smart to be good foo l  the people who are too good to be 
smart, the soc ie ty  begins to crumble" (Geis, 1973:189). 
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s u b j e c t  to  immedia te  o b s e r v a t i o n  and command. T r u s t  r e l a t i o n s h i p s  a r e  

thus an i n ~ o r t a n t ,  indeed e s s e n t i a l ,  c h a r a c t e r i s t i c  o f  

G e s e l l s c h e f t - - i m p e r s o n a l i t y  demands t r u s t .  Modenl systems o f  exchange, 

founded on J ~ s t i t u t i o n s  Of c r e d i t  and c o n t r a c t ,  vou ld  never  have 

evo lved  i n  the absence o f  i n t e r p e r s o n a l  t - ,~s t ;  commerce depends on the 

mutual  r e l i a n c e  t h a t  each p a r t y  r i l l  d e l i v e r  as promised.  

One is  tempted, g i ven  tJ~s l i n k  between advanced market  economies 

and i n t e r p e r s o n a l  c=nf idenceo to  t a l k  about  v h i t e - c o ] . l a r  o r  n o n v i o l e n t  

econoe~c cr ime a s  by de f4 ,L t t ion  r e l a t e d  t o  t r u s t  4 - 6 r i n g e m e n t .  But 

c r im es  more ccmcon t han  t h o s e  t r e a t e d  h e r e  may a l s o  be viewed as  

v i o l a t i o n s  o f  t r u s t .  Indeed ,  much of  modern l i f e  i s  c h a r a c t e r i z e d  by 

t r u s t  and i t s  v i o l a t i o n .  We c o u l d  no t  l i v e  p i l e d  on top  o f  one 

a n o t h e r ,  as  ve  do i n  our  u rban  c o n g l o m e r a t i o n s ,  u n l e s s  we r e l i e d  on our  

f e l l o w s  to  r e s p e c t  our  p h y s i c a l  i n t e g r i t y .  A k n i f e  i n  the  r i b s  or  a 

b lo v  on the  head  o f f e n d s  o n e ' s  e x p e c t a t i o n s  as  much a s  a d e f t  hand i n  

the  p o c k e t .  I suppose  e l l  p h y s i c a l  a s s a u l t  and t h e f t ,  when commit ted  

by s t r a n g e r s  a t  l e a s t ,  can be v i e v e d  a s  b r e a c h i n g  the  t r u s t  t h a t  keeps  

complex s o c i e t y  g o i n g .  Thus ,  t he  c o n c e p t ,  thouqh  u s e f u l ,  c anno t  by 

i t s e l f  a n s v e r  a l l  our  q u e s t i o n s  r e g a r d i n q  v h i t e - c o l l a r  c r ime .  

Typoloq ies o f  k ~ i t e - C o l l a r  Crime 

Defln£tlons and the elements assoc ia ted  vith them d o n ' t  seem to yo rk  

ve ry  w e l l .  k t  l e a s t  one cc=mentator has urged t ha t  we t he re fo re  move 

avay from quest ions o f  d e l e t i o n ,  and become more concerned v£ th  the 

d i f f e r e n t i a t i o n  and c l a s s i f i c a t i o n  o f  ~d l£ te - co l l a r  cr im;-nal  behav io r  

(Shapi ro ,  1980b). Of the fev  t ypo log ies  vh i ch  i d e n t i f y  d i s c r e t e  
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ca tegor ies  o£ w h l t e - c o l l a r  i l l e g a l i t y ,  E d e l h e r t z ' s  (1970.19-20)  i s  the 

most impor tan t .  He has s p e c i f i e d  £cur k inds o£ v h i t e - c o l ~ a r  cr~.~e: 

I .  ~persona l  c r i m e s , "  committed by i n d i v i d u a l s  on an ad hoe b a s i s  

in  a nonbus ines s  c o n t e x t .  These might  i nc lude  i n d i v i d u a l  income 

t a z  v i o l a t i o n s  and bankrup tcy  f r a u d s .  

2. "abuses o£ t r u s t , "  comni t ted  i n  the course o£ t h e i r  o c c u p a t i o n s  

by i n d i v i d u a l s  o p e r a t i n g  i ns ide  l e g i t i m a t e  bus iness,  government, 

o r  o the r  e s t a b l i s h = e n t s ,  i n  v i o l a t i o n  o£ a du ty  to  ~ p l o y e r  or  

c l i e n t .  Examples o£ "abuse o f  t r u s t "  i nc lude  bank embezzlement 

and i n s i d e r  s e c u r i t i e s  f raud .  

3. "business c r imes , "  i n c i d e n t a l  to  and i n  f u r the rance  o£ ~usin~ss 

ope ra t i ons ,  bu t  no t  t h e i r  c e n t r a l  purpose, Juch as a n t i t r u s t  

v i o l a t i o n s  o r  E r a u ~ l e n t  c o e n ~ r c i a l  loan a p p l i c a t i o n s .  

4. "con games," i n  vh i ch  c r i m i r ~ l  a c t i v i t y  i s  the p r ima ry  concern 

o f  the o r g a n i z a t i o n ,  as i n  pmm~i schemes and o the r  m a i l  f rauds.  

E d e l h e r t z ' s  t~ l )o logy d i £ f e r e n t i a t e s  v h ~ t e - c o l l a r  o f fenses a long 

tvo dimensions, an i n d i v i d u a l - o r g a n i z a t i o n  axis, and a l e g i t i m a t e  

occupat ion-no l e g i t i m a t e  occupat ion  a x i s .  F igure 1 i l l u s t r a t e s  h is  

scheme. Each type occupies i t s  own c e l l :  

l e g i t i m a t e  
occupat ion 

i n d i v i d u a l  o r q a n i z a t i o n  
2 3 

no l e g i t i n a t e  1 4 
occupat ion 

Figure  1: The E d e l h e r t z  Typology 
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Other t y p o l o ~ e $  are comparable. John l l eyer ' s  (1972) three 

of fenses,  " s t r u c t u r a l , "  " s i t u a t i e n a l , "  and " a n c i l l a r y , "  correspond 

rouqhly to  "business cr imes" ( c e l l  th ree above), "abuses o f  t r u s t "  

{ c e l l  t~o) ,  and a b lend o f  "abuses o f  t r u s t "  and "persemal crimes u 

( c e l l s  one and t~m), r espec t i ve l y .  C la rke ' s  (1978) "corpora te  cr ime" 
t 

end "crtm~mal co rpo ra t ion "  f i t  nea t l y  i n  c e l l s  three end fou r ;  h i s  

b l u e - c o l l a r  end vluLte-coJ.lar cr ime belong i n  ce], l  t vo .  Jtlthough they 

focus only on crimes coan i t t ed  in  l e f t , s a t e  se t t i ngs ,  C l ina rd  and 

Qut~ney's (1973) d is t :Lnct ion between "occupat iona l "  end "corpora te"  

crime moves along the above diaqram.s ho r~ -on ta l  ax i s ;  Gets (1962) and 

Bloch end Geis (1962) make use o f  the Individual-orgmnlzatlon 

d i s t i n c t i o n ,  coo. 

Havinq the same s t ruc tu re ,  prev ious t ypo loq ies  encounter s i m i l a r  

problems vhen ~p lemented.  ks ve have seen. i t  may be d i f f i c u l t  to  

c l a s s i f y  o f f e n s e s  a s  e i t h e r  i n d i v i d u a l  or  o r g a n i z a t i o n a l ,  o r  to  

s e p a r a t e  l e q i t i m a t e  end o t h e r  o c c u p a t i o n s .  While  t he y  depend on 

t roub lesome  d i s t i n c t i o n s ,  t h e s e  schemes u l t i m a t e l y  f a i l  f o r  a more 

fundamen ta l  r e a s o n .  They have been  deve loped  on t he  b a s i s  o f  s o c i a l  

contex t ,  ra the r  than ac tua l  c h a r a c t e r i s t i c s  o f  behav ior .  Each o f  t h e i r  

ca tegor ies  v i i 1  there fore  inc lude very d ispara te  a c t i v i t i e s ,  wh i le  

qu i te  s4mi lar  conduct r i l l  o f ten  £ a l l  i n t o  more than one c lass.  In  

£de lhe r t z ' s  typo logy ,  fo r  example, c e l l  one contains fa lse  claims w i t h  

respect to government b e n e f i t  programs, c e l l  tvo takes in  t ~  f i l i n g  o£ 

fa lse  t r a v e l  and expense vouchers, c e l l  three inc ludes fa lse  statements 

v i t h  respect to  government b idd ing  procedures, and c e l l  four  contains 

f raudu lent  app l i ca t i ons  fo r  c r e d i t  cards (from £de lher tz ,  1970=73-75). 
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C e r t a i n l y ,  knowing v h e t h e r  i l l i c i t  a c t i v i t y  i s  i n d i v i d u a l  o r  

o r g a n i z a t i o n a l ,  or  vheche r  i t  occurs  v i t h i n  a l e ~ t i m a t e  c r  

i l l eg i t ima te  occupation, provides useful  ins igh ts  regar4J~g ~e  

s t r u c t u r e  o f  such a c t i v i t y .  But i f  v h i t e - c o l l a r  cr ime i s  supposed to  be 

a p a r t i c u l a r  k ind  o f  b e h a v i o r ,  t ypo loc~es  o f  v ~ L t e - c o l l a r  cr ime ~aould 

r e f l e c t  the  e l ement s  o f  t h a t  b e h a v i o r .  

Other M a t e r i a l s  

The f a i l u r e  of  d e f i n i t i o n s  and t y p o l o g i e s  s u g g e s t s  t h a t  ve need  to  

more a~out a c t u a l  conduc t .  What can o t h e r  s o u r c e s  in  the  l i t e r a t u r e  

t e l l  u~ about the  nature of  v h i t e - c o l l a r  c r i m i n a l  a c t i v i t y ?  Not a ~ . e a t  

d e a l .  Criminology has ,  in  q e n e r a l ,  p a i d  s c a n t  a t t e n t i o n  i n  r e c e n t  

years  t o  the  c o n t e n t  and o r g a n i z a t i o n  o f  i l l e g a l  conduc t ,  kl~ile much 

york has been done on i n d i v i d u a l  e t i o l o g y  and the  o p e r a t i o n  o£ the 

c r i m i n a l  j u s t i c e  sys tem,  L i t t l e  i s  knovn about  c r ~ l  b e h a v i o r ,  pe r  

s e  (~hee !e r ,  1976). This  i s  c e r t a i n l y  t rue  o£ the  s tudy  o f  v h i t e - c o l l a r  

c r ime.  J o u r n a l i s t i c  accoun t s  and more s e r i o u s  e thnocj raphies  o£ 

p a r t i c u l a r  s c a n d a l s  have always been v i t h  us ,  bu t  t hese  have gocused on 

very l a r g e ,  n o t o r i o u s  o f £ e n s e s ,  r a t h e r  than  on more t y p i c a l  c a s e s ,  and 

t h e r e f o r e  cannot  be used to  c h a r a c t e r i z e  g e n e r a l  c l a s s e s  o f  conduct .  &t 

the o t h e r  end o i  the  spect rum,  r e l a t i v e l y  s u p e r f i c i a l  p o l i c y  manuals 

have been deve loped  by c o r p o r a t e  and ~overrunent bod i e s  conce rned  v i t h  

the w h i t e - c o l l a r  cr ime phenomenon, but  t h e s e  p rov ide  l i t t l e ,  i f  any, o f  

the d e t a i l  t h a t  i s  r e q u i r e d  (Chamber of  Commerce o f  the  Uni ted  S t a t e s .  

1974; National D i s t r i c t  &ttorneys &ssociation, 1975; Edelhertz, 1977). 

Exceptions ex is t  (e.g. ,  Lange and Borers, 1979; Long, 1980; Shapiro, 
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1980a) but  m a t e r i a l s  i n  between u s u a l l y  repea t  commonplaces; no f resh  

look a t  the  c ~ o n e n t s  o f  c r i m i n a l  a c t i v i t y  i n f o r m s  t h e i r  d i s c u s s i o n .  

The Problem 

S e r i o u s  t h o u g h t  abou t  v h i t a - c o l l a r  c r ime ha s  t h u s  f a i l e d  i n  two 

f u n d a m e n t a l - - a n d  r e l a t e d - - w a y s .  F i r s t ,  no one has  d e m o n s t r a t e d  t h a t  

any o f  the  l i t e r a t u r e ' s  p r i m a r y  t h e m e s - - s o c i a l  s t a t u s ,  occclpatiun , 

o r g a n i z a t i o n ,  legit~Lmacy, and t r u s t - - c a n  by t h e m s e l v e s  answer  the  

c o n c e p t u a l  and p o l i c y  i s s u e s  t h a t  l i t e r a t u r e  ha s  r a i s e d .  Second, 

a l t h o u g h  the  need  f o r  more d e t a i l e d  a t t e n t i o n  t o  a c t u a l  conduc t  ha s  

been apparent  s ince the s i x t i e s  (Bloch and Gels,  1962; Geis,  1982; 

P res iden t ' s  Co~Lss ion  on Law Enforcement and ~ k L i n ~ t r a t i o n  o f  

Just_ice, 1967), no s tudy has ye t  examined a wide v a r i e t l r  o f  o f fenses ,  

or  a la rge  number o f  cases. Ins tead,  concepts have been developed 

a b s e n t  sufficient empirical evidence, and s p e c u l a t i o n  has focused on ad 

hoc,  or  p a r t i c u l a r ,  p e r h a p s  u n i q u e ,  examp le s .  We need to o u t l i n e  t he  

t p p i c a l  c h a r a c t e r i s t i c s  o f  i n d i v i d u a l  o f f e n s e s ,  measure the range o f  

such charac ter i s t i cs ,  and t hen  coeq~are and c o n t r a s t  v a r i o u s  c r ime s  

a lonq s i m i l a r  d i m e n s i o n s .  Only i n  t h i s  way can  the  c o n t e n t  and s o c i a l  

o r g a n i z a t i o n  o f  w h i t e - c o l l a r  c r ime be made m a n / f e a t .  

So we have to  look a t  a b road  spec t rum o f  o f f e n s e s  and o f f e n d e r s .  

Ho~ broad? I t  would be i m p o s s i b l e  to  s t u d y  a l l  c r i m i n a l  a c t i v i t ,  F, and 

p robab ly  f r u i t l e s s ,  too ,  f o r  we want t o  examine b e h a v i o r s  t /mr  have 

someth ing  i m p o r t a n t  i n  comnon. But j u s t  a s  s o c i a l  s t a t u s  has  to  v a r y  

i f  we a re  to  measure  i t s  e f f e c t s ,  so do o c c u p a t i o n ,  l e g i t i m a c y ,  and the  

l i k e .  In  o t h e r  words ,  we need r e l a t i v e l y  homogeneous c a s e s  in  which 
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of fende r ' s  s o c i a l  s t a t u s ,  the use o f  occupat ional  r o l e .  organJ~at lonal  

p a r t i c i p a t i o n ,  perce ived  leg i t imacy,  an~ in t e rpe r sona l  t r u s t  a l l  

f luc tua te  independent.IF. I next de.scrlbm one such body of  data,  

expla ining how i t  was used to c rea te  a meanincj~zl typology of  

v h i t e - c o l l a r  cr ime--an ana ly t i c  frmsework developed in terms of  s o c i a l  

i n t e r a c t l o n .  



Chapter I I  

TO~UID & TYPOLOGY OF ~4ITE-COLL~R 

0 

METHOD kND NAT~RIJU~ 

Because p r e v i o u s  r e s e a r c h  has  no t  s y s t e m a t i c a l l y  examined the  b e h a v i o r  

o f  w h i t e - c o l l a r  c r i m i n a l s  i n  many ~ f f e r e n t  s e t t i n g s ,  it has no t  

weighed the  s e p a r a t e  e f f e c t s  o f  each o f  t he  impor t an t  pa r ame te r s  o f  

w h i t e - c o l l a r  conduc t ,  and has thus  f a i l e d  to  d e f i n e  a g r o ~  o f  

homogeneous a c t i v i t i e s  v o r t h y  o f  c e n t i n u e d  s c h o l a r l y  a t t e n t i o n .  Where 

can ve f i n d  r o u t i n e  d e s c r i p t i o n s  o f  n o n v i o l e n t  economic cr ime i n  vh i ch  

J ~ t i v i d u a l  c h a r a c t e r i s t i c s  and s o c i a l  c o n t e x t  do no t  remain constant? 

The presentence i n v e s t i g a t i o n  repo r t s  completed p r i o r  to  the sentenc ing 

o f  persona : o n v i c t e d  i n  the f e d e r a l  j u d i c i a l  system p r o v i d e  m a t e r i a l s  

admi rab ly  su i t ed  to  the problem a t  hand. These repor t s  o f f e r  r i c h  

d e s c r i p t i o n s  o f  the nature  and s o c i a l  framework of  the de fendan t ' s  

c r i m i n a l  i nvo lvement .  They a l so  p resent  the de fendan t ' s  o~m account o f  

what occu r r ed ,  vh i ch  may £nolude a persona l  apology or j u s t i f i c a t i o n  

fo r  admi t ted  a c t s ,  as w e l l  as i ~ f o rma t i on  concern ing the de fendan t ' s  

family  background,  work h i s t o r y ,  and f i n a n c i a l  c o n d i t i o n .  The 

p roba t i on  o f f i c e r ' s  e v a l u a t i o n  o f  the de fendan t ' s  past  behav io r  and 

present  c i rcumstances concludes each r e p o r t ,  z9 The documents thus 

z ~  See Car te r  (1967),  Car ter  and Wilkens (1967),  and A d m i n i s t r a t i v e  
O f f i ce  of  the U.S. Courts (1978),  f o r  a more complete ~ s c u s s i o n  o f  
these m a t e r i a l s .  

° 4 2  - 
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c o n t a i n  p r e c i s e l y  the  da ta  needed to  c o n s t r u c t  a typo logy  o f  

w h i t e - c o l l a r  cr ime on the  b a s i s  o f  ac~ua~ b e h a v i o r .  

The p r e s e n t e n c e  r e p o r t s  used  he re  were drawn iram the  s e v e r a l  

thousand c o l l e c t e d  by the  r e s e a r c h  program on the  s e n t e n c i n g  o f  

w h i t e - c o l l a r  o f f e n d e r s  a t  Yale Law School .  These i n c l u d e d  r e p o r t s  f o r  

persons sentenced during f i s c a l  years 1976, 1977, and 1978 fo r  e iqht  

cr imes chosen because  o f  t h e i r  p re sumpt ive  ~ h i t e - c o L l a r  c h a r a c t e r ,  and 

two n o n v i o l e n t  economic o f f e n s e s  no t  g ~ n e r a l l y  thought of  i n  such 

terms,  s p e c i f i c a l l y ,  the  program s t u d i e d  t h o s e  c o n v i c t e d  o f  bank 

embezzlement,  b r i b e r y ,  c r e d i t  end l e n d i n q  institution f r aud ,  f a l s e  

c la ims  and s t a t e m e n t s ,  income tax  v i o l a t i o n s ,  and p o s t a l  and i n t e r s t a t e  

• l i f e  f r~ud  in  seven  f e d e r a l  j u d i c i a l  d i s t r i c t s  (Southern  New ¥crk ,  

Maryland, Nor thern  Georgia ,  Nor the rn  I l l i n o i s ,  Nor thern  Texas,  Cen t r a l  

C a l i f o r n i a ,  and Western Washington) ,  t hose  c o n v i c t e d  o f  a n t i t r u s t  

v i o l a t i o n s  and s e c u r i t i e s  f r a u d  in  a l l  d i s t r i c t s  in  the  coun t ry ,  and a 

s e l e c t e d  sample o f  those  s e n t e n c e d  f o r  f o r g e r y  and p o s t a l  t h e f t  i n  each 

of  the seven f o c a l  a r e a s .  I t  thus  examined a l a r g e ,  r e a s o n a b l y  

r e p r e s e n t a t i v e  sample o f  most o f  the  n o n v i o l e n t  economic crime 

p r o s e c u t e d  in  the  f e d e r a l  c o u r t s .  

Within  t h i s  c o l l e c t i o n  o f  c a s e s  are  many t h a t  would no t  meet one 

or more d e f i n i t i o n s  o f  w h i t e - c o l l a r  c r ime .  Some invo lve  workinq c l a s s  

men and wc~nen. Others  take  p l a c e  in  nonbus ines s  s e t t i n g s .  Not a few 

d e s c r i b e  conduct  and o r g a n i z a t i o n s  o f  q u e s t i o n a b l e  l e g i t i m a c y .  But 

these  are  p r e c i s e l y  the  s t r e n g t h s  o f  the d a t a .  The s e n t e n c i n g  

p r o j e c t ' s  ca ses  d e s c r i b e  in  f u l l  d e t a i l  the  c o n c r e t e  behav io r  of  people  

conv ic t ed  of  n o n v i o l e n t  economic cr ime.  The t h e o r e t i c a l l y  impor tan t  
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f e a t u r e s  o£ such  a c t i v i t y - - s o c i a l  s t a t u s ,  o c c u p a t i o n ,  o r g a n i z a t i o n ,  

l e g i t i m a c y ,  and t r u s t - - a l l  vary..  ~nd t he  sccpe  o£ t he  i n v e s t i g a t i o n  

has not  been initially c i rcwnscr ibed by undue a t t e n t i o n  to  one or  

another o£ these parameters. I£  there are behaviors w i t h i n  t h i s  wide 

f i e l d  deserv ing o f  cont inued i n t e r e s t ,  £or abs t rac t  or  more p r a c t i c a l  

reasons, ve can use these presentence repor ts  to  £ind them. 

Background Resea rch  

In  Feb rua ry  1980, I began to  examine a l i m i t e d  n t ~ b e r  o f  t he  

p r e s e n t e n c e  r e p o r t s  housed a t  Yale .  The pu rpose  o£ my work was to  

d e s c r i b e ,  i n  a p r e l i m i n a r y  ~ashion0 the  a c t i v i t i e s  p r o s e c u t e d  w i t h i n  

each o f  the  l e g a l  c a t e g o r i e s  being s t u d i e d  by t he  s e n t e n c i n g  p r o j e c t .  

ks  I r ev iewed  a s m a l l  number o£ r e p o r t s  from each  o£ ~ e  s t a t u t o r y  

c a t e g o r i e s ,  i t  became c l e a r  t h a t  my r e s e a r c h  migh t  p r o c e e d  i n  c~e o£ 

t h r e e  d i r e c t i o n s .  The f i r s t  would r e q u i r e  t h a t  I o r g a n i z e  mF 

p r e s e n t a t i o n  a round  t r a d i t i o n a l  l e g a l  d i v i s i o n s .  Thus,  I might  look  a t  

conduc t  p r o s e c u t e d  as  ma i l  f r a u d  one week, c a s e s  l a b e l e d  t ax  e v a s i o n  

the next ,  and so on, making no rea l  at tempt to show how s i m i l a r i t i e s  in  

ac tua l  behavior  cut across the boundaries es tab l i shed  by the U.S. Code. 

The sentencing p r o j e c t ' s  approach prov ided an a l t e r n a t i v e .  There, 

an e f f o r t  had been made to record the presence or absence o f  elements 

t h a t  might  c o n c e i v a b l y  appear  i n  any o£ the  o f £ e n s e s  being 

i n v e s t i g a t e d .  T h i s  method demanded t h a t  c l o s e - e n d e d  c o d i n g  r e f l e c t  a 

r e l a t i v e l y  l i m i t e d  number o£ b a s i c  d imens ions  0£ c r i m i n a l  a c t i v i t y ,  

v i c t i m i z a t i o n ,  and coverup. 
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I thought  t h i s  a more p r o m i s i n g  approach than  the  f i r s t ,  s i n c e  i t  

r e cogn ized  t h a t  e l emen t s  o f  b e h a v i o r  might  no t  c o r r e l a t e  p r e c i s e l y  v i t h  

the  c l a s s ~ t c a t t o n  o f  such b e h a v i o r  adap ted  by the  c r i m i n a l  ! av .  The 

c r e a t i o n  or  misuse o f  ~ o c ~ e n t s  t ,  h ide  l l ~ e q a l  activit? might ,  f o r  

example, occur  du r inq  a mai l  £raud,  embezzlement ,  or s e c u r i t i e s  

v i o l a t i o n .  But v h i l e  the cocLinq process yes gins f o r  s tudy ing  the 

p r e d i c t o r s  o£ sen tenc ing ,  i t  was f a r  too  r e s t r i c t i v e  f o r  o t h e r  

purposes ;  hma cou ld  i t  l~LUy reproduce  the  r i c h n e s s  o f  d e t a i l  and 

b e h a v i o r a l  v a r i a t i o n  c o n t a i n e d  in  the  p r e s e n t e n c e  r e p o r t s ?  I t  seemed 

i t  might  be more r e v a r d i n g  to  go one s t e p  £ u r t h e r .  to  a t t a c k  the  

problem q u a l i t a t i v e l y ,  d e s c r i b i n g  as  c o m p l s t e l y  as  p o s s i b l e  u n i v e r s a l s  

t e a t  i gno red  s t a t u t o r y  c a t e g o r i e s ,  then  combining o b s e r v a t i o n s  0£ such 

u n i v e r s a l s  i n t o  a typo loqy  o£ the  a c t i v i t i e s  commonly termed 

w h i t e - c o l l a r  c r ime .  

Yale o r i g i n a l l y  i n t e n d e d  to  code a l l  the  p r e s e n t e n c e  r e p o r t s  i t  

r e c e i v e d  from the  a d m i n i s t r a t i v e  O f f i c e  o f  the  U.S. Cour t s .  Hovever,  

i t  soon became appa ren t  t h a t  a v a i l a b l e  r e s o u r c e s  d id  no t  p e r m i t  such an 

e i £ o r t .  & s t r a t i £ i e d  random sample vas t h e r e £ o r e  dravn £rom the  l a r g e r  

c o l l e c t i o n  o f  repo r t s  f o r  d e t a i l e d  a n a l y s i s .  Table I shm, s the nun~er 

o£ cases i n  each cr ime ca tegory ,  by d i s t r i c t ,  i n  t h i s  sma l l e r  group. 

Ny sample was i t s e l f  dravn £r~n t h i s  more l~mi ted  s e t ,  so t h a t  I could  

take advantaqe o£ the data generated by the sentenc ing p r o j e c t ' s  

coders. 
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TABLE 1 

Dts t r ;_bu t ton  o f  Sentenc l~q  P r o j e c t  Cases 

SDNY Nd Ga I l l  Tez  C a l  Wash O t h e r  T o t a l  

f o r g e r y  IS 14 13 14 1S 15 16 - 102 
p o s t a l  t he£ t  1S 14 1S 15 15 15 12 - 101 
b r i b e r y  ' 25 5 15 7 IS 2 - 69 
c r e d i t  f r aud  29 6 16 14 29 27 23 144 
e m b e z z l e m e n t  28 28 22 29 30 28 30 195 
£a lse c la ims  28 8 20 14 20 30 24 144 
me i l  £raud 26 28 24 27 24 29 8 166 
tax  evas ion  30 29 29 30 30 29 30 207 
a n t i t r u s t  3 2 1 - 1 26 33 
sec £raud 44 - 1 4 15 1 50 115 

t o t a l  243 134 140 159 174 204 146 76 1276 

As t h e  t y p o l o g y  was  t o  d e p i c t  a s  c l e a r l y  a s  p o s s i b l e  t h e  v a r i e d  

a c t i v i t i e s  p rosecu ted  i n  each 0£ the  sen tenc ing  p rogram's  e i g h t  

w h i t e - c o l l a r  ca tego r i es ,S0  the sample was drawn t o  f u l l y  r e f l e c t  the 

d i v e r s i t y  o f  the conduct  d e s c r i b e d  in  the p r o j e c t ' s  presentence 

i n v e s t i q a t i o n  r e p o r t s .  F i r s t ,  the sen tenc inq  p r o j e c t ' s  de£4n~t ion o£ 

" case , "  which i n c l u d e d  on l y  code£endants named i n  a s i n g l e  i nd i c tmen t ,  

and not  a l l  persons charged as a r e s u l t  0£ the same or  r e l a t e d  

i n v e s t i g a t i o n s ,  was e x p a n d e d  t o  i n c l u d e  e v e r y  p r o s e c u t i o n  a r i s i n g  £rom 

t h e  same s e t  o£ f a c t s .  T h i s  m e a n t  t h a t  a s e r i e s  o f  c o n n e c t e d  " c a s e s "  

would  be c o u n t e d  a s  o n e ,  e v e n  i f  t h e y  h a d  b e e n  t r e a t e d  s e p a r a t e l y  by  

t h e  s e n t e n c i n g  p r o j e c t .  I t h u s  had  a s m a l l e r  p o o l  o£ " c a s e s "  t h a n  i s  

s0 Examinat ion  o f  the tvo  "common cr~nes," f o r g e r y  and p o s t a l  t h e f t ,  
was thought  u s e f u l  f o r  compara t ive  purposes.  C e r t a i n l y ,  g i ven  the 
t h rus t  o f  the research ,  the re  was no reason to  assume, a p r i o r i ,  the 
ex i s t ence  o f  s i g n i f i c a n t  concep tua l  d i £ f e rences  between these 
o f fenses and the e i q h t  o the rs .  
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shown in  t a b l e  I to  s e l e c t  from. bu t  a much b e t t e r  chance o f  max tm~ing  

L~e n m ~ e r  o f  r e a l l y  ~ s t ~ n c t  par te r res  o£ c r i m i n a l  a c t i v i t ~ ,  i n  my 

sample.  

Next ,  f o r  a l l  c,%~es except  a n t i t r u 3 t  and s e c u r i t i e s  f raud ,  cases 

v iUL in  l e g a l  c a t e g o r i e s  were drawn as n e a r l y  e q u a l l y  as p o s s i b l e  from 

each d i s t r i c t .  Populous d i s t r i c t s  t end  to  produce  l a r g e  numbers o f  v~.ry 

s i m i l a r  c a s e s ,  and a s i n a l e  4~lvest iqat~on or  program w i t h i n  a U.S. 

& t t o r n e y ' s  o f f i c e  o f t e n  y i e l d s  many c a s e s  t h a t  a re  e s s e n t i a l l y  

i n t e r c h a n g e a b l e ,  I a l s o  thouqht  i t  v i s e  t o  make use o f  the  geograph ic  

d l v e r s i t y  c a p t u r e d  in  the  s e n t e n c i n g  procjraM's sample.  By t a k i n q  

v i r t u a l l y  equa l  n ' ~ b e r s  from each d i s t r i c t ,  geograph ic  v a r i a t i o n  yes  

p r e s e r v e d ,  and no s i n q l e  d i s t r i c t  a l lowed  to  dominate the  i n d i v i d u a l  

samples f o r  these e i g h t  o f fenses .  

Three cases vere  read from each cL ts t r i c t  f o r  p o s t a l  t h e f t  and 

f o rge ry ,  the two s o - c a l l e d  common cr imes.  For each o f  bank 

embezzlement, cre~Ltt and l end ing  f raud,  f a l s e  statement.% ma i l  f raud ,  

and t ax  evas ion ,  a t o t a l  o f  35 cases, dravn e q u a l l y  from the seven 

d ~ s t r i c t s ,  were san~pled. As the re  vere  no t  enouqh b r i b e r y  cases from 

Maryland, Nor thern  Georgia,  and Western Washington to  f o l l o w  the sane 

procedure f o r  t ha t  o f fense ,  a l l  cases from those th ree  d i s t r i = r , s ,  and 

seven cases from each o f  the remaJ~Lng d i s t r i c t s ,  vere  i nc luded  i n  the 

b r i b e r y  s a ~ l e .  F i n a l l y ,  because the Yale p r o j e c t  s t ud ied  those 

conv ic ted  o f  s e c u r i t i e s  f raud  end a n t i t r u s t  v i o l a t i o n s  i n  a l l  d i s t r i c t s  

of  the coun t ry ,  an u n s t r a t i f i e d  n a t i o n a l  sample o f  35 was drawn f o r  the  

former ,  and a l l  33 a n t i t r u s t  c a s e s  in  the  Yale sample ve re  read .  Table 

2 r e f l e c t s  the d i s t r i b u t i o n  o f  c a s e s  in my sample.  The number of  
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d e f e n d a n t  r e p o r t s ,  i n d i v i d u a l  and c o r p o r a t e ,  t h a t  v e r e  r e a d  i s  

i n d i c a t a d  p a r e n t h e t t c a l l T ,  s s  

7~aI~ 2 

Sample Cases  and  D e f e n d a n t s *  

SDNY Md Ga 111 Tex Cal Wash Other  T o t a l  

forgery 3(3) 3(3) 3(5) 3(3) 3(3) 343) 3(6) 21(26) 
postal the f t  343) 3(3) 3(3) 3(4) 343) 343) 3(4) 21423) 
br ibery 7(12) S ( l l )  - 7(8) 7(8) 748 ) 2(2) 35(49) 
c red i t  fraud 5(5) 5(5) 5(5) 545) 5(5) 548) 546) 35439) 
embezzlement 5(9) 5(5) 5(5) 5(6) 546) 5418) 545) 35($4) 
felse claims 5(10) 5(5) 5(7) 5(S) 548) 5(7) 5(9) - 35(51) 
mail fraud 5(12) 5(11) 5(12) 5(16) 5(14) 5(11) 5(7) - 35(83) 
t ax  e v a s i o n  5(5)  5(11)  5(5)  5(5)  5(5)  5(5) 5(5)  35(41) 
an t i t r us t  3429) 249) 148) 1(5) - 26(162) 33(213) 
sec fraud 11456) 3(4) 2(7) 19445) 35(112) 

to ta l  52 38 32 38 41 41 33 45 320 
(144) (63) (50) (52) 456) (75) (44) (207) (691) 

~l)efendants i n  p a r e n t h e s e s  

&t the  t ime I g a t h e r e d  my d a t a ,  t he  Yale  p r o j e c t  had no t  fc,,nased 

s p e c i f i c a l l y  on c o r p o r a t e  b e h a v i o r ,  i n  p a r t  be c a use  i t  v a s  p a r t i c u l a r l y  

i n t e r e s t e d  in  the  d e c i s i o n  to  i n c a r c e r a t e .  I t  had f o r  ~h l s  r e a s o n  no t  

31 V i r t u a l l y  a l l  defendants, except those in  an t i t r us t  cases, vere 
i n d i v i d u a l s .  Of 213 a n t i t r u s t  p r e s e n t e n c e  r e p o r t s ,  117 vere  v r i t t e n  
f o r  i n d i v i d u a l s ,  96 fo r  o r g a n i z a t i o n s .  

The r e p o r t s / c a s e s  r a t i o  i s  to  some e x t e n t  m i s l e a d ~ l q ,  f o r  i t  i s  
on ly  a rough gu ide  to  the  numbers o f  p e r s o n s  a c t u a l l y  i n v o l v e d  in  a 
p a r t i c u l a r  c r ime .  P r e s e n t e n c e  r e p o r t s  f o r  c e r t a i n  i n d i v i d u a l s  ve r e  
m i s s i n g  from the  Law S c h o o l ' s  f i l e s .  Th i s  was f r e q u e n t l y  t r u e  when 
c o d e f e n d a n t s  p i e d  a t  a much e a r l i e r  s t a q e  o f  the  p r o c e s s ,  or  had no t  
y e t  been d e c l a r e d  g u i l t y .  Not a l l  s e p a r a t e  p r o s e c u t i o n s  o£ r e l a t e d  
c a s e s  ve re  forwarded by the  A d m i n i s t r a t i v e  O f f i c e .  ~nd, o f  c o u r s e ,  
p e r s o n s  neve r  i n d i c t e d ,  and t h o s e  e v e n t u a l l y  found ~ ; n o c e n t ,  a re  
a l s o  u n r e p r e s e n t e d  in  the  t a b l e .  



49 

y e t  c o d e d  t h e  p r e s e n t e n c e  r e p o r t s  o f  c o r p o r a t e  d e f e n d a n t s .  G i v e n  t h e  

h ~ . s t o r i c a l  L n t e r e s t  £n c o , - p o r a t e  i l l e g a l i t y  t h a t  h a s  c h a r a c t e r i z e d  

v l ~ L t e - c c L l a r  c r i m e  r e s e a r c h ,  Z caecided t o  r e a d  a l l  o f  t h e  c a s e s  a t  Y a l e  

t h a t  i n v o l v e d  c o r p o r a t i o n s ,  e v e n  -ahen I d i d  n o t  h a p p e n  t o  draw them f o r  

my own s a m p l e .  T a b l e  3 i n d i c a t e s  v h a r e  s u c h  c a s e s  v e r e  f o u n d .  &cja~n, 

t h e  number  o f  d e f e n d a n t  r e p o r t s  a c t u a l l y  r e a d  a p p e a r s  i n  p a r e n t h e s e s .  

TABLE 3 

Nonsanq)le Corpora te  Cases 

SDNY Nd Ga I l l  Tex Ca1 Wash  Other T o t a l  

f o r q e r y  . . . . . . .  
p o s t a l  t h e f t  . . . . . . .  
b r i b e r y  1(1)  . . . . . .  1(1)  
credit fraud . . . . . . .  
e m b e z z l e m e n t  . . . . . . .  
f a l s e  c la ims  1(2)  . . . . .  1(2)  2(4)  
m a i l  f r a u d  1(4)  . . . .  1(3)  - 2(7)  
t a x  e v a s i o n  . . . . . . . .  
a n t i t r u s t  - - 1(2)  2(8)  - 1(6)  1(1)  6(17) 11(34) 
sac f r a u d  . . . . . . .  

t o t s1  3(7)  - 1(2)  2(S) - 2(9)  2(3)  S ( 1 7 ) 1 6 ( 4 6 )  

Once sampl ing was complete,  I ana lyzed  each o f  the presentence 

r e p o r t s ,  focusincj  on Chose s e c t i o n s  t ha t  con ta i ned  d e t a i l e d  

d e s c r i p t i o n s  o f  the de fendan t ' s  ac t s ,  i . e . ,  the p r o s e c u t i o n ' s  v e r s i o n  

o f  the o f fense ,  the de fendan t ' s  account o f  the cr4me, and the p r o b a t i o n  

o f f i c e r ' s  own e v a l u a t i o n .  I i d e n t i f i e d  c h a r a c t e r i s t i c  o f fense  

a t t r i b u t e s ,  comparing and c o n t r a s t i n g  t ypes  and subtypes a lonq  s i m i l a r  

l i n e s .  In  reacUJlg each r e p o r t ,  ques t ions  l i k e  these served as ~ f o r m a l  

guides f o r  my i nqu i r y=  
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• k'net k i n d  o f  conduct  was i nvo l ved?  

• Where d i d  the o f fense  take plac.-? How l ong  d i d  i t  go on? Row was 

i t  accoexpl ished? 

• HOW many a c t o r s  were there? What d i d  each do? 

• What k in d  o£ peop le  p a r t i c ~ o a t e d  i n  the  o f f e n s e ?  What were t h e i r  
e 

p e r s o n a l  and s o c i a l  c h a r a c t e r i s t i c s ?  

• How many v i c t i m s  were there? k~at  was i n t e r a c t i o n  between v i c t i m  

and p e r p e t r a t o r  l i k e ?  What were the pe rsona l  and s o c i a l  t r a i t s  o£ 

the v~_ct~ns? To what e x t e n t  were they  harmed? 

• In  what way, i f  any,  d i d  the  o f f e n d e r s  t r y  to  c ove r  up t h e i r  

c r ime? How was t h e i r  b e h a v i o r  d i s c o v e r e d ?  

INSIDE THE STRTUTORY CRTEGORIES 

I f  one looked on ly  a t  s t a t u t e  books ,  the  c r i m e s  unde r  s t u d y  would seem 

to  d e s c r i b e  v e r y  d i f f e r e n t  forms o f  c o n d u c t .  One migh t  w e l l  doubt  ~-hey 

had a n y t h i n g  i n  c o . n o n  a t  a l l .  But a n a l y s i s  o f  the  c a s e s  t h a t  

t y p i c a l l y  a r i s e  w i t h i n  each  o f  the  e i q h t  l e g a l  c a t e g o r i e s  shows t h i s  i s  

not  so. Impor tan t  s i m i l a r i t i e s  i n  the con ten t  and s t r u c t u r e  o f  

c r i m i n a l  a c t i v i t y  i n t e r s e c t  each o f  the s t a t u t o r y  boundar ies .  I n  fac t ,  

the un ive rse  o£ seemingly  d i s p a r a t e  phenomena found i n  the e i g h t  

c lasses i nc ludes  what I b e l i e v e  to  be on l y  f ou r  b a s i c  k inds  o f  

behav io r .  Before  t h i s  under ly£nq c o n f i g u r a t i o n  i s  desc r i bed ,  however, 

the reader  needs a c l o s e r  look  a t  the v a r i e d  conduct p rosecu ted  

pursuant  to each o£ the w h i t e - c o l l a r  s t a t u t e s .  
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Bank Embezzlement 

Whoever. b e i n g  an o f f i c e r ,  d i r e c t o r ,  a g e n t  o r  employee o f ,  o r  
co n n ec t ed  ].n any c a p a c i t y  w i t h  an~" F e d e r a l  Rese rve  bank ,  
~e~ber  bank,  n a t i o n a l  bank or  i n s u r e d  b a n k . . . e m b e z z l e s .  
a b s t r a c t s ,  p u r l o i n s ,  o r  w i l l f u l l y  m i s a p p l i e s  . . . .  

So b e g i n s  18 US e . 656, th.e f e d e r a l  bank embezzlement s t a t u t e .  As 

i t s  f i r s t  words s u g g e s t ,  embezz lements  may occu r  a t  a l l  l e v e l s  o f  t he  

b a n k ~ w  h i e r a r c h y .  Those c ~ m i t t e d  i n  l o v e r  e c h e l o n s  by t e l l e r s  and 

c l e r ~  a re  most  f r e q u e n t l y  s i m p l e  t h e f t s  i n  which money i s  t a k e n  from 

cash  drawer or s a f e .  Here,  the  a c t o r  ha s  "a hand i n  t he  t i l l , "  f o r  t he  

embezz le r ,  h a v i n g  r o u t i n e  a c c e s s  to  the  d a i l y  c a s h  f l o ~ ,  s i m p l y  t a k e s  

some money, depositing it i n t o  a p e r s o n a l  a c c o u n t ,  o r  s l i p p i n g  it i n t o  

I pocke t .  I n c l u d e d  a r e  i n s t a n c e s  i n  ~ t c h  b l a n k  money o r d e r  forms e r  

t r a v e l e r ' s  checks  a r e  f i l l e d  i n  to  t he  e m p l o y e e ' s  own a d v a n t a g e .  In  

a l l  c a s e s ,  the  money t aken  c a n n o t  be i d e n t i f i e d  as  b e l o n g i n g ,  i n  any 

s e n s e ,  to  an i n d i v i d u a l .  While coverup  i s  men t i one d  on ly  r a r e l y - - i n  

or~e c a s e ,  a t e l l e r  was s a i d  t o  have  f a l s i f i e d  d a i l y  b a l a n c e  

sheets- -someth ing o f  t h i s  s o r t  must accompany many o therw ise  z imple 

t h e f t s ,  as q u i t e  a few o f  these cases go undetec ted f o r  a p e r i o d  o f  

weeke or  months .  

Such c a s e s  a re  g e n e r a l l y  uncove red  more r a p i d l y  t h a n  t h o s e  

i n v o l v i n g  account man ipu la t i on ,  however. Spec ia l  accounts ma in ta ined  

by banks to  f a c i l i t a t e  i n t e r n a l  r ev iew o r  t r a n s f e r  f unds  between 

i n s t i t u t i o n s  a re  somet imes  t a r g e t e d  h e r e .  Three  t h e f t s  by r e l a t i v e l y  

i n s i g n i f i c a n t  c l e r i c a l  employees underscore t h e i r  v u l n e r a b i l i t y .  While 

i t  was n o t  c l e a r  whe ther  t h e s e  workers  had r e l i e d  on s p e c i a l  e x p e r t i s e ,  

i t  was a p p a r e n t  they  were no t  c l o s e l y  s u p e r v i s e d ,  f o r  t h e i r  c r ime s  

remained u n d i s c o v e r e d  fo r  up to  • yea r  or more.  
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Cases o f  account : a n i p u l a t i o n  more f requenL ly  w i tness  the d i r e c t  

t h e f t  o£ cu s to mer  f u n d s .  T~As may be a c c o m p l i s h e d  i n  a v a r i e t y  o f  

rays .  Nost c~mon i s  the use o f  fo rged v t t h d r a v a l  s l i p s  by bank 

t e l l e r s ;  amounts are  s t : p r y  taken -~rom savLngs or  check ing accounts 

v i t h o u t  a u t h o r i z a t i o n .  A ] . i ~ t t ed  ae r i es  o£ depos i t s  t o  and v i t h d r a v a l s  
| 

from d i f f e r e n t  accounts i s  o c c a s i o n a l l y  made to  render  d i scove ry  more 

d i f f i c u l t . s 2  &galn,  c r i e s  o£ ~,his s o r t  may cont inue  f o r  8 s u r p r i s i n g l y  

long  p e r i o d  o£ t ime .  P~ny a c c o u n t s  a r e  r e l a t i v e l y  i n a c t i v e ,  and 

d e p o s i t o r s  who do no t  pay c l o s e  a t t e n t i o n  to  t h e i r  f i n a n c e s  o f t e n  

remain  unaware o£ s e c r e t  t r a n s a c t i o n s .  O the r  c a s e s  ~ l v i n g  d i r e c t  

t a k i n g s  ~rom c u s t o m e r s  i n c l u d e  t hose  i n  v h i c b  t he  t e l l e r  sk ims  p a r t  o£ 

a c a sh  d e p o s i t  33 o r  f o r g e s  t he  p a y e e ' s  endor semen t  on a check  i s s u e d  by 

the  bank i t s e l f .  

Bank embezzlement  o£ t he  "hand i n  t he  t i l l "  v a r i e t y  may a l s o  occur  

i n  mare r a r i g i e d  c i r c l e s ,  vhen one or  more l o a n s  a r e  mode to  

" n o n a p p l i c a n t s "  by bank loan  o f f i c e r s .  Xs b e f o r e ,  anonymous bank money 

i s  taken v i t h o u t  a u t h o r i z a t i o n  by s~neone v i t h  ready access to  such 

funds. The purpor ted  loan r e c i p i e n t  does not  e x i s t  or  i s  unavare o f  

vhat  i s  go ing on, end the proceeds o f  the loan go no f u r t h e r  than the 

employee's ovn pockets .  Actors  r a r e l y  i n tend  repayment; vhen they do, 

they use a " l oan  r e c y c l i n q "  scheme, i n  vh ich  a se r i es  o£ subsequent 

loans is  "made" to repay e a r l i e r  ones. 

3z This  t e c h n i q u e  i s  knovn as  " l a p p i n g "  ( A l l e n .  1975).  

33 This  may occur  when the  cus tomer  mLs taken ly  hands  i n  more money than  
i s  i n d i c a t e d  on the  d e p o s i t  s l i p ;  the  t e l l e r  d e p o s i t s  the  amount 
shorn  and s ~ p l y  p o c k e t s  the  r e s t .  
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Cases in  vh ich  the  bank employee a c t s  a lone  f a r  outnumber t hose  

t~vo lv ing  more ~ one p e r s o n .  Embezzlement i s  an o f f e n s e  f o r  s o l o  

per~crmers ,  s4 I t  i s  s u r p r i s i n g  t h a t  no embezzlement ca se  i u v o l v e s  teams 

of  e ~ . l o y e e s ;  in  on ly  a bane fu l  i s  t h e r e  even a h i n t  t h a t  a f e l l o ~  

yorker  p a r t i c i p a t e d  i n ,  or  vas  aware o f ,  the  d e f e n d a n t ' s  a c t s .  

Thus, i t  i s  wor th  making s e p a r a t e  ment ion o f  the  embezzlement~ 

committed in  c o n c e r t  v i t h  o u t s i d e  i n d i v i d u a l s .  Of f ende r s  a t  bo th  ends 

of  the b a n k ' s  s o c i a l  l a d d e r  a re  r e s p o n s i b l e  f o r  c a s e s  i n  t h i s  fJu~al 

c a t ego ry .  T e l l e r s  knov~ngly a c c e p t  f r a u d u l e n t  w i t h d r a v a l  s l i p s ~  

o f f i c e r s  approve loan a p p l i c a t i o n s  unde r s tood  to  be f a l s e .  

v i c e - p r e s i d e n t  o f  an i z ~ o r t a n t  coannercial  bank in  New York C i ty ,  f o r  

example, made a s e r i e s  o f  l a r g e  loans  t o  f o r e i g n  s h i p  owners ,  a l l  the 

p a r t i c i p a n t s  knew t h a t  c o l l a t e r a l  was ove rva lued  and t h a t  l oans  would 

never be r e p a i d ;  the  bank l o s t  between t h i r t y  and si~[t~ m i l l i o n  

d o l l a r s .  Cases i n v o l v i n g  t e l l e r s  a re  no t  much d i f £ e r e n t ,  though they  

seem penny ante by compar ison ,  withdrawal s l i p s  £orged by a f r i e n d  on 

the o t h e r  s i d e  o£ the  t e l l e r ' s  v indov do not  a l l o y  £or n e a r l y  as much 

t h i e v e r y  as the  loan a p p l i c a t i o n s  o f  a p p a r e n t l y  s u b s t a n t i a l  

c o r p o r a t i o n s .  

The t y p i c a l  case  o f  bank embezzlement does no t  i nvo lve  a g r e a t  

deal  o£ money. The f t s  l a r g e r  than $100,000 are  i n f r e q u e n t ;  the median 

embezzlement in  the s e n t e n c i n g  p r o j e c t ' s  c o l l e c t i o n  o f  r e p o r t s  i s  in  

the $$-10,000 range .  The average  defencLant i s  employed in  a r e l a t i v e l y  

menial p o s i t i o n  a t  a l o c a l  bank b ranch .  Most have no more than a h igh  

]4 This o b s e r v a t i o n  i s  c o r r o b o r a t e d  by U.S. F i d e l i t y  and Guaranty 
Company (1937) and Cressey (1953). 
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school  e d u c a t i o n  and come f ro . ,  s t a b l e  w o r k ~ g  or  lower -a~ddle  c l a s s  

env i ronments ;  many a re  yea rn ,  s e v e r a l  a re  b l a c k ,  s s  Once cauqht ,  

d e f e n d a n t s  o f t e n  c i t e  s t r a i t e n e d  f i n a n c i a l  c i r c t ~ s ~ a n c e s .  Ce r t s4n ly ,  a 

few thousand d o l l a r s  may appear  q u i t e  a l a r g e  s ~  ~o someone vho ea rns  

only  s i x  or  seven  thousand a n n u a l l y .  
$ 

Br ibe r  Z 

T i t l e  18, s e c t i o n  201 o f  the  U.S. Code d e f i n e s  b r i b e r y  o f  pub14c 

o f f i c i a l s  and v i t n e s s e s .  The most impo r tan t  of  i t s  p r o v i s i o n s  a p p l i e s  

to  

(b) k~oever ,  d i r e c t l y  o r  i n d i r Q c t l y ,  c o r r u p t l y  g i v e s ,  o f f e r s  
o r  promises  any th ing  o f  va lue  to  any p u b l i c  o f f i c i a l  o r  
pe r son  who has  been s e l e c t e d  to  be a p u b l i c  o f f i c i a l  . . . .  

i f  the g i v e r  in tend= to  i n f l u e n c e  any o f f i c i a l  a c t ,  to  ga in  o f f i c i a l  

c o m p l i c i ~  in  a f r aud  a g a i n s t  the  Uni t ed  S t a t e s ,  or  to  induce a 

v i o l a t i o n  o f  the  o f f i c i a l ' s  l a v f u l  du ty ,  and 

(c)  Whoever, be ing a p u b l i c  o f f i c i a l  or  person se lec ted  to  be 
a p u b l i c  o f f i c i a l ,  d i r e c t l y  or  i n d i r e c t l y ,  c o r r u p t l y  asks, 
demands, exacts, so l i c i t s ,  seeks, accepts,  rece ives ,  o r  
agrees to  rece i ve  an l r t h~g  o f  va lue  . . . .  

vhen such t h i ng  of  va lue ,  aga in ,  i s  in  r e t u r n  f o r  the per formance  o f  an 

o f f i c i a l  ac t .  coaqp l i c i t y  in  a f raud  aga ins t  the f e d e r a l  government, o r  

v i o l a t i o n  o f  o f f i c i a l  du ty .  

as The educat ion o f  5796 o f  the embezzlers coded by the sentenc/n 9 
p r o j e c t  d i d  no t  ex tend  beyond h igh  s c h o o l ,  thoucjh more than 
f o u r - f i f t h s  o f  t h e s e  he ld  a h igh  schoo l  or  g e n e r a l  equ iva l ency  
diploma. For ty -one  p e r c e n t  were vomen; 24~ vere  n o n v h i t e .  
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Br ibes l i k e  Chose i n  the p r o j e c t ' s  sample are  most f r e q u e n t l y  

o f f e r e d ,  i n  Reisman's terms, " t o  secure the suspensio~ or  

n o n a p p l i c a t i o n  o i  a norm" (1979,?5) .  Tess frequen~. ly,  the o b j e c t i v e  i s  

"not  to  secure the performance o f  a p a r t i c u l a r  ac t ,  bu t  r a t h e r  t o  

acqui re  an employee ~ (1979s89-90),  i . e . ,  t o  "buy"  an i n s i d e r  an a 

con t i nu i ng  bas i s ,  as Tax a u d i t s ,  n a t u r a l i z a t i o n  proceed ings,  b i d d i n q  f o r  

qovernment c o n t r a c t s ,  c e r t ~ i c a t i o n s  o£ one s o r t  or  ano the r - - t hese  are 

the  s e t t i n g s  i n  which b r i b e r y  o c c u r s .  R e l a t i v e l y  s m a l l  amounts  and 

minor f e d e r a l  o f f i c i a l s  a r e  t he  o r d e r  o f  t he  day.  Ylve hundred  t o  a 

t hous an d  d o l l a r s  i s  a v e r a g e ,  thouqh  amounts  may add up i n  contJJ~u~tng 

c a s e s .  Mere a r e  t h r e e  examples  from the  f i l e s :  

• & V~ " p r o p e r t y  f e e  a p p r a i s e r "  a c c e p t e d  $1360 over  an e l e v e n  mouth 

p e r i o d  from a s ~ l e  r e a l  e s t a t e  b r o k e r .  In  exchange ,  t he  

d e f e n d a n t  o v e r v a l u e d  homes b e i n g  s o l d  to  v e t e r a n s  s e e k i n g  f e d e r a l  

mor tgage  insurance.  

ss This d i s t ~ c t i o n ,  between " va r i ance  ]:rJJ~es" and " o u t r i g h t  
p u r c h a s e s . , ,  i s  n o t  a lways  c l e a r ,  f o r  a s e r i e s  o f  one s h o t  " v a r i a n c e  
b r i b e s "  can  be made to  s e c u r e  the  pe r fo rmance  o f  i n d i v i d u a l  a c t s .  
Althouqh an e x i s t i n g  norm is  be ing v i o l a t e d  on a c o n t i n u i n g  bas is ,  
i t  cannot be sa id  Chat the i n s i d e r  i s  be ing "bouqht"  f o r  the f i r s t  
and a l l  l a t e r  t r a n s a c t i o n s ,  s ince separate payments f o r  separate  
acts are made. Many o f  the p r o j e c t ' s  b r i bes  t ha t  look  l i k e  
" o u t r i g h t  purchases" are c o n t i n u i n g  se r i es  o f  cL%screte payments. 

Two examples i l l u s t r a t e  how s l i p p e r y  the d i s t i n c t i o n  between 
"var iance  b r i b e s "  and " o u t r i g h t  purchases" can he. Mow does one 
c l a s s i f y  cases i n  which USDA employees r o u t i n e l y  r ece i ve  g i f t s  o f  
meat as they conduct weekly  meat pack inq inspec t ions?  or  t ha t  o f  
the r ea l  es ta te  b roker  who b r ibes  the same HU1) o f f i c i a l  on f i v e  
separate occasions to  i l l e g a l l y  change f i v e  separate b ide  the b roker  
has su~n i t ted? The cL is t i nc t i on  seems to  most depend on hc~a 
r o u t i n i z e d  or i n s t i t u t i o n a l i z e d  the r e l a t i o n s h i p  between g i v e r  and 
t a k e r  becomes.  
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• ~n SBA loan app l i can t  vas t o l d  tha t  approval  o f  h is  request vou ld  

"cost "  $3000. He made the necessary arrangements, but  l a t e r  vent  

~o the FBI and had the loan o f f i c e r  a r res ted .  

• I n v e s t i g a t i o n  o f  the e f f o r t s  o f  a U3DA ~nployee beqan when the 

owner o f  a small  supermarket complained o f  shakedown at tempts.  
t 

The defendant even tua l l y  admit ted rece i v i nq  ~ r o x i m a t e l y  $8000 in  

cash and the equ iva len t  in  foods tu f f s  from some 200 stores whose 

pa r t i c~4~ t i on  in  the food stamp procjrom he evaluated 4, four  years 

on the jo~.  &ccording to  the defendant,  i t  had never been 

necessary to  s o l i c i t  obese pdyments; they were almost automatic in  

the area. 

These l a s t  two were r e a l l y  instances o f  e x t o r t i o n ;  cases where 

o f f i c i a l s  abused t h e i r  a u t h o r i t y ,  £ o r c ~ g  re luc tan t  persons to ac t .  

Not a fev o f  the p r o j e c t ' s  b r i b e r y  cases are r e a l l y  cases o£ 

attempted b r i b e r y .  37 The many IRS cases are t y p i c a l .  &qents, working 

i n d i v i d u a l l y  w i th  the taxpayer ,  are asked i n d i r e c t l y  whether they might 

be w i l l i n g  to accept a b r i b e .  Repl ies are vaguely vorded, and 

taxpayers are strung along fo r  one or more a d d i t i o n a l  meetinqs. Firm 

commitments are not made, and maney does not  change hands, u n t i l  such 

t~ne as aqents are wired or conversat ions between aqents and taxpayer 

are otherwise monitored. In such instances, o f  course, de tec t ion  i s  

not problemat ic .  Hoverer, many one shot cases in vhich a b r ibe  i s  

accepted must remain undiscovered. 

37 Not t echn i ca l l y ,  o f  course, given the languaqe of  sec t ion  201(b), 
"Whoeve r . . . o f f e r s . . . any th ing  of  v a l u e . . . "  
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Bribe  t a k e r s  a re  apprehended in  one s h o t  c a s e s  on ly  when they  

s o l i c i t  the  b r i b e  and the  o t h e r  p a r t y  r e d e s  t o  go a long  a t  once o r  

l a t e r  t h i n k s  b e t t e r  o f  such conduc t .  In  one s h o t  c-',ses, a t  l e a s t ,  

e i t h e r  the  p a r t y  making the  f i r s t  move w i l l  be p r o s e c u t e d  (~ecause the  

o t h e r  i s  hones t )  o r  n e i t h e r  p a r t y  w i l l  be p rosecu ' . ed  (because  bo th  a r e  

d i s h o n e s t ) .  In  c o n t i n u i n g  c a s e s ,  b r i b e  t a k e r s  who rouCine l7  demand 

b r i b e s  are  l i k e l y  t o  be r e p o r t e d ,  e i t h e r  by a p a r t y  who has c c a p l i e d  

wi th  s4mi la r  demands i n  the pas t  bu t  i s  now no lnnger  w i l l ~ t g  to  do so, 

or  by a nay c l i e n t  who does no t  much app rec ia te  "business as u s u a l . "  

When both  p a r t i e s  to  a c o n t i n u i n g  se r i es  o£ b r i b e s  o r  an o u t r i g h t  

purchase remain s i l e n t ,  they may be caught on l y  by a broader  

i n v e s t i g a t i o n ,  as i n  cases i n v o l v / n g  Pos ta l  S e r v i c :  employees i n  

Maryland and buyers f o r  the Army and A i r  Force Exchange Serv i ce .  

U.S. Code p r o v i s i o n s  analogous to  those quoted ou t law b r i b e r y  in  

o the r  con tex ts  r e g u l a t e d  by Washington, such as bank ing,  o rgan ized  

s p o r t s ,  and £ e d e r a l - s t a t e  entitlement programs.  A case  focusing on 

medica id  abuse i n  the Chicago n u r s i n g  home i n d u s t r y ,  prosecuted 

pursuant  to  42 USC 1396h, i s  i l l u s t r a t i v e ;  i t  ~nvolved k ickbacks made 

to insure the purchase o f  medica l  supp l ies  and equipment from two 

pharmaceut ica l  supply  houses. In  a second case brought  under these 

misce l laneous s t a t u t e s ,  b u i l t  e n t i r e l y  by a team of  IRS accountants ,  

three record ing  company execu t i ves  b r i bed  d isc  jockeys and o the r  rad io  

s t a t i o n  employees to  p l ay  t h e i r  company's records over  the a i r  ( i n  

v i o l a t i o n  o f  47 USC 508).  Br ibe  monies were generated by f a i l i n g  to  

enter  c e r t a i n  p r o f i t s  f ro=  record  sa les in  the company's books, and by 

i ssu ing  f i c t i t i o u s  c r e d i t  i n vo i ces ,  purpor tecUy f o r  p romo t i ona l  
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a c t i v i t i e s  t h a t  had been pe r fo rmed ,  to  cus tomers  vhose r e t u r n  payments 

were l i k e w i s e  never  p o s t e d .  Perhaps  because  t h e r e  a r e  no f e d e r a l  

employees around to  t u rn  o f f e n d e r s  i n ,  a r rangements  i n  t h e s e  c a s e s  

f r e q u e n t l y  p e r s i s t  f o r  some p e r i o d  o f  t ime .  and as  i n  c o n t i n u i n g  c a s e s  

i n v o l v i n ~  government o f f i c i a l s ,  wider  investlqatlons are  g e n e r a l l y  

r e q u i r e d  b e f o r e  b r i b e r y  networks  are  b rough t  to  l i g h t .  

C red i t  and Lendin~ I n s t i t u t i o n  Fraud 

18 USC 1014 p r o v i d e s s  

Whoever knov ing ly  makes any f a l s e  s t a t ~ n t  or  r e p o r t ,  o r  
v i l l / ~ l l y  ove rva lues  any l and ,  p r o p e r t y  or  s e c u r i t y ,  fo r  the  
purpose  o f  i n f l u e n c i n g  in  any way the  a c t i o n  o f  the  
R e c o n s t r u c t i o n  Finance Corpo ra t i on ,  Farm C r e d i t  
&ckLtn~ t ra t ion ,  [here  a re  enumerated a long l i s t  o f  i n t e n d e d  
v i c t i m s ]  upon any a p p l i c a t i o n ,  advance,  d i s c o u n t ,  pu rchase ,  
purchase  agreement ,  r epu rchase  agreement ,  commitment, or  
loan ,  or any change or  e x t e n s i o n  o f  any o f  the  same, by 
r e n e v a l ,  de fe rment  o f  a c t i o n  or  o t h e r v i s e ,  or  the  a c c e p t a n c e ,  
r e l e a s e ,  or s u b s t i t u t i o n  o f  s e c u r i t y  t h e r e f o r ,  s h a l l  be f i n e d  
no t  more t h a t  $5000 or  impr i soned  no t  mare than  t~ao Fea r s ,  o r  
bo th .  

The s t a t u t o r y  language i s ,  o f  c o u r s e ,  q u i t e  g e n e r a l ,  and a t  the  

l e v e l  o f  g r e a t e s t  g e n e r a l i t y ,  loan  f raud  c a s e s  a r e  easy  to  d e s c r i b e .  

I n d i v i d u a l s ,  a c t i n g  on t h e i r  ovn or on b e h a l f  o f  a b u s i n e s s  

o r g a n i z a t i o n ,  r e q u e s t  a loan from a bank Chat be longs  to  the  Fed e ra l  

Reserve System or  whose d e p o s i t s  a re  f e d e r a l l y  i n s u r e d ,  p r o v i d i n g  f a l s e  

in format ion  r e g a r d i n g  i d e n t i t y ,  r e s o u r c e s ,  o r  c o l l a t e r a l  to  s u p p o r t  

t h e i r  a p p l i c a t i o n .  

Pe r sona l  loan a p p l i c a t i o n s  account  fo r  a b i t  more than h a l f  the  

c r e d i t  f raud sample.  ~s Most o f  t hese  are  t e n d e r e d  by d e f e n d a n t s  from 

~l  A p p l i c a t i o n s  f o r  c r e d i t  ca rds  and l i n e - o f - c r e d i t  bank accounts  ve re  
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l ove r  or  vork~ing c l a s s  backgrounds .  In one such i n s t a n c e ,  a de fendan t  

made four  f r a u d u l e n t  a p p l i c a t i o n s  f o r  l i n e - o f - c r e d i t  : h e c ~ n g  accounts  

at  the same bank. These, f l i e d  du r i ng  a s~ngle month, ~ore f i c t i t i o u s  

names, addresses, and s o c i a l  s e c u r i t y  n~nbers, i n  a~ ld i t i on ,  an 

employment re fe rence was f r a u d u l e n t l y  v e r i f i e d  by the cc~pany the 

defendant had l i s t e d .  The bank l o s t  $3000 as a r e s u l t .  Another 

i n d i v i d u a l  made hi_~s four  a p p l i c a t i o n s  to  d i f f e r e n t  banks ,  £a:Lling to  

note  each o f  the  o t h e r  a p p l i c a t i o n s  and i n £ 1 a t ~  r e p o r t e d  a s s e t s .  

Every r e q u e s t  was approved f o r  $2000. When c o n t a c t e d  by one bank 

regard ing  repayment o£ these v a c a t i o n  loans ( the  defendant  ~.td ~ a 

t r i p  to  Las Vegas), the a p p l i c a n t  announced he was go ing i n t o  

bankruptcy ,  ks i n  t hese  two c a s e s ,  the  average  p e r s o n a l  loan  r e q u e s t  

i s  fo r  l e s s  than $10,000. Commercial loan c a s e s  g e n e r a l l y  i nvo lve  

somewhat l a r g e r  stuns, but  even h e r e ,  smal l  b u s i n e s s e s ,  o f t e n  owned by 

so l e  p r o p r i e t o r s  or  a few p a r t n e r s ,  p r edomina t e .  In many p e r s o n a l  

c a se s ,  the l o a n ' s  a l l e g e d  purpose  remains  u n s t a t e d  in  the  p r e s e n t e n c e  

r e p o r t .  Bus iness  loans  are  g e n e r a l l y  de s igned  to  meet immediate cash  

flow problems or  to  purchase  i n v e n t o r y  and o t h e r  equipment .  

Some cases  i nvo lve  c o l l u s i o n  between loan  a p p l i c a n t s  and a t h i r d  

pa r t y  p r o v i d i n g  c r e d i t  i n f o r m a t i o n  to  the bank. In  one such ins tance ,  

a defendant ,  w i t h  the he lp  o£ an employee o f  a p r i v a t e  c r e d i t  bureau 

having cmq~uter access to  i nd i v ' -dua l  c r e d i t  records ,  ar ranged fo r  the 

erasure o f  de roga to ry  account i n f o r m a t i o n .  Once armed w i t h  a 

s a t i s f a c t o r y  c r e d i t  record,  the a p p l i c a n t  was c e r t a i n  o f  prompt 

always made on b e h a l f  of  i n d i v i d u a l s  and a re  i n c l u d ed  h e r e .  
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ap p ro v a l  o f  h i s  l o a n  r e q u e s t .  

S e v e r a l  l e n d i n g  and c r e d i t  d e f e n d a n t s  v e r e  i n s i d e r s  ~bo d e f r a u d e d  

t h e i r  own o r g a n i z a t i o n s .  The a s s i s t a n t  t r e a s u r e r  o .  ~ a c r e d i t  u n i o n  

v r o t e  checks  to  h i m s e l ~  a g a i n s t  dormant  c r e d i t  un ion  accoLmt.So 

t r a n s f e r r i n g  f u n d s  between a c c o u n t s  to  h ide  h i s  a c t i v i t y .  & bank 

v i c e - p r e s i d e n t  r e t a i n e d  t he  p roceeds  o f  f o u r  l o a n s  he a u t h o r i z e d  t o  

n o n e x i s t e n t  i n d i v i d u a l s .  And a Bank Amer ica rd  c e n t e r  e~p~oyee i s s u e d  

c r e d i t  c a r d s  to  an accompl i ce  and members o£ ~Ls f a m i l y .  Such c a s e s  

look v e r y  much l~ke  embezzlement .  

I n s X d s r s  may a l s o  york  c o o p e r n t i v e l y  w i th  t h o s e  o u t s i d e  the  bank.  

& S e a t t l e  bank o £ £ i c e r  k n o v i n g l y  approved  a s e r i e s  o£ "home 

improvement" l o a n s  £or a s s o c i a t e s  o f  a s m a l l - t i m e  ga mb le r .  "Ln each  

case  he r e c e i v e d  a k i ckback  o i  S200. T h i s  same i n d i v i d u a l  a l s o  g r a n t e d  

a number o£ "boa t "  l o a n s ,  knov ing  the  p r o c e e d s  ue r e  r e a l l y  go ing  t o  be 

used  to  c ap i t a l J .~e  r a t h e r  r i s k y  b u s i n e s s  v e n t u r e s .  For t h e s e  £ a v o r s ,  

he was v i n e d  and d i n e d ,  bu t  r e c e i v e d  no c a s h .  

Other  c a s e s  a r e  s t a l l  more d i v e r s e .  One, £ro= the  S o u t h e r n  

D i s t r i c t  o£ New York,  i n v o l v e d  a company t ha t  was l i censed  by the SBA 

to make l o an s  to  s m a l l  b u s i n e s s e s  ( u s i n g  b o t h  the  g o v e r n m e n t ' s  money 

and funds the company had i t . se l£  r a i s e d ) .  The co=pany d i d  no t  ma in ta i n  

an arms- length  r e l a t i o n s h i p  v i t h  i t s  bor rowers ,  hovere r ,  thus v i o l a t i n g  

i t s  agreement v i t h  the SBA. For £ a i l i n g  to  d i sc l ose  these fac t s ,  the 

company v a s  i n d i c t e d  fo r  "making a f a l s e  s t a t e m e n t  to  the  S8&" (18 USC 

645).  ~.nother d e f e n d a n t  f a i l e d  to  r emi t  to  HUD r e n t  monies  she had 

c o l l e c t e d  in. a f e d e r a l l y - s p o n s o r e d  h o u s i n g  p r o j e c t .  F i n a l l y ,  a 

Washington ca se  i n v o l v e d  c o l l u s i o n  b e t v e e n  a mor tgage  company t r y i n g  to  
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ref inance a loan i t  had made, and the p res iden t  of  the bank i t  was 

a t t e s t i n g  to do business w i t h .  

h~D frauds are c l a s s i f i e d  v i t h  c r e d i t  and lend ing  i n s ~ i t u t i o n  

schemes by the  a d m i n i s t r a t i v e  O f f i c e  o f  the  U.S. Courts  and thus  appear  

v l t h  loan  f r auds  in  the  p r o j e c t , s  f i l e s .  This  second  group o f  c a s e s  

are  p r o s e c u t e d  under 18 USC 1010 and 1012. Nost  grow out  o f  HUD's 

mortgage insurance program fo r  inner  c i t y  housing. The t y p i c a l  case 

looks much l i k e  a bank f r aud ;  a p p l i c a t i o n s  f o r  mortgage i n s u r a n c e  a re  

accompanied by f i c t i t i c u s  i n f o r m a t i o n  r e g a r d i n g  employment, a s s e t s ,  o r  

c r e d i t  h i s t o r y .  These may be submi t t ed  by b roke r s  and mortgage 

companies on beha l f  o f  i n d i v i d u a l  app l i can ts  ( the rea l  es ta te  people 

are aware o f  and o f t e n  a c t i v e l y  encourage the  f r a u d ) ,  or  l e s s  

f r e q u e n t l y ,  by the  a p p l i c a n t s  t hemse lves .  I t  i s  a l s o  t r u e  t h a t  

i n d i v i d u a l  a p p l i c a n t s ,  o r  b r o k e r s  and mortgage companies,  may teem up 

v i t h  agency employees to  work such schemes.  In  any e v e n t ,  i t  i s  aga in  

worth not ing  on how muct~ wider  a s c a l e  o r g a n i z a t i o n s  o p e r a t e .  

Other  c a s e s  i nvo lve  f r a u d u l e n t  b i d d i n g  f o r  p r o p e r t i e s  r e p o s s e s s e d  

by HUD. These HOD a u c t i o n s  a re  n o n c o m p e t i t i v e ;  the  agency s e l l s  homes 

at  a r ea sonab le  p r i c e  to  a buyer  chosen a t  random. P r e f e r e n c e  i s  ~ v e n  

tc  pe r sons  i n d i c a t i n g  they  v i i i  a c t u a l l y  l i v e  i n  the house ,  thus  

p r e v e n t i n g  s p e c u l a t i o n  and f u r t h e r i n g  f e d e r a l  p o l i c y  r e g a r d i n g  the  

availability of  moderately p r i ced  urban housing. Real es ta te  agents 

take advantage of  t h i s  p r o c e s s  by s u b m i t t i n g  b ide  on b e h a l f  of  s t r a y  

occupants, b idd ing  on ~ e i r  man beha l f ,  or using the names of  compl iant  

f r iends or  e n t i r e l y  f i c t i t i o u s  persons. In any event, the " b i d d e r , "  i f  
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s u c c e s s f u l ,  ae does  no t  a s s ~ e  occupancy :  t he  a g e n t  r e s e l l s  the  p r o p e r t y  

ac • handsome p r o f i t .  Other  HUD programs g i v i n g  p r i c r i t y  to  those vho 

w i l l  occupy a h~ne o r  a p a r t m e n t  a re  s u b j e c t  to  s i m i l a r  a b u s e .  

Fa l s e  C l a i ~  and S t a t e m e n t s  

rhe s t a t u t e  most f r e q u e n t l y  employed i n  these p r o s e c u t i o n s  i s  18 USC 

1001, govern ing  f a l s e  statementss 

Whoever, i n  any m a t t e r  w i t h i n  the  j u r i s d i c t i o n  o f  any 
d ep a r tm en t  o r  agency o f  t he  Un i t ed  S t a t e s  knowingly  and 
w i l l f u l l y  f a l s i f i e s ,  c o n c e a l s  o r  c o v e r s  up by any t r i c k ,  
scheme, or  d e v i c e  a m a t e r i a l  f a c t ,  or  makes any £ a l s e ,  
fictitious or  f r a u d u l e n t  statements or  r e p r e s e n t a t i o n s ,  o r  
makes o r  u~es any f a l s e  witing or  document knowing the same 
to c o n t a i n  any f a l s e ,  fictitious or  f r a u d u l e n t  statement or  
e n t r y ,  s h a l l  be f i n e d  no t  more than $10,000 o r  impr isoned  no t  
more than f i v e  years ,  o r  bo th .  

& separate p r o v i s i o n ,  18 USC 287, r e l a t e s  to  f a l s e  c in imss 

Whoever makes or  p resen ts  to  any person o r  o f f i c e r  i n  the 
c i v i l ,  m i l i t a r y ,  or  nava l  s e r v i c e  oE the Un i ted  S ta tes ,  o r  to  
any depar tment  or  agency t h e r e o f ,  any c l a im  upon o r  a g a i n s t  
the Un i ted  S ta tes ,  or  any depar tment  o r  agency t h e r e o f ,  
knov ing such c l a im  to  be f a l s e ,  f i c t i t i o u s ,  or  f r a u d u l e n t ,  
s h a l l  be f i n e d  not  more than $10,000 or  impr isoned no t  more 
than Give years ,  or  bo th .  

Statement or  c l e im ,  defendants  have i n  these cases l i e d  in  a ma t te r  

i n v o l v i n g  an agency o f  the Un i ted  S ta tes .  The most cca~on f a c t  

p a t t e r n s  i nc lude  medica id  abuses by p r o f e s s i o n a l s  and o r g a n i z a t i o n s ,  

f a l se  tax  r e t u r n s .  VA and HUD mortgage insurance f rauds  and r e l a t e d  HUD 

f rauds,  f a l s e  c la ims r e g a r d i n  9 V& e d u c a t i o n a l  b e n e f i t s ,  and s i m i l a r  

f a l se  c la ims f o r  s o c i a l  s e c u r i t y  procjram payments. 40 While the most 

;~ Note t h a t  the  s u b m i s s i o n  o f  s e v e r a l  such  f r a u d u l e n t  b i d s  may 
s i g n i f i c a n t l y  i n c r e a s e  the  odds t h a t  any one o f  them i s  chosen .  

4, As some o f  these suggest ,  conduct i n d i c t a b l e  under o t h e r  headings 
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f r e q u e n t  v i c t i m s  o f  f a l s e  c l a i m s  a r e  HUD, t he  VA, t he  IRS, and HEW, 

t h e r e  a re  a wide v a r i e t y  o f  o t h e r  t a r  c e t s ,  t oo .  To a p p r e c i a t e  chLs 

d i v e r s i t y ,  c o n s i d e r  ",he f o l l o v i n q  c a s e s  in  my samples  

• ~ former  s e r v i c e m m  vho had bean  l e s s  t h a n  h o n o r a b l y  d i s c h a r g e d  

from th e  ~ e n l i s t e d  i n  the  A i r  Force under  h i s  b r o t h e r ' s  name, 

u s i n g  t h e  l e t t e r ' s  d i s c h a r g e  p a p e r s .  Th i s  e n t i t l e d  t h e  d e f e n d a n t  

to  t h r e e  months  pay in  advance .  Us ing  c o p i e s  of  the d i s c h a r g e  

p a p e r s ,  the  de£enden t  s e c u r e d  t h r e e  such  advances  i n  a s  many 

weeks o 

• A p r i s o n e r  i n  L e e v e n v o r t h  f a l s e l y  s v o r e  under  o a t h  t h a t  c e r t a i n  

p r o m i s e s  made by t he  government  r e ~ e r d i n g  h i s  s e n t e n c e  had n o t  

been kept..  

• An e~ployee  o f  t he  U.S. H a r s h a l ' s  S e r v i c e ,  r e s p o n s i b l e  f o r  

m a i n t a i n i n g  r e c o r d s  of  t he  hou r s  worked by Eel lma p r i s o n e r  guards, 

padded time sheets, pocket ing some or a l l  o f  the u n e a r n e d  pay due 

F_is co l leagues.  

• ~ co l lege  pro fessor  understated h is  income on h is  son's Guaranteed 

S t u d e n t  Loan a p p l i c a t i o n  so  t h a t  the  loan  would appear  to  q u a l i f y  

fo r  f e d e r a l  i n t e r e s t  s u b s i d i e s .  

• & v e l f a r e  mother  c l a i m e d  she  had no t  r e c e i v e d  32 SSI checks in  18 

months .  In  f a c t ,  t he  d e f e n d a n t  had in  each  ca se  c a s h e d  t he  

o r i g i n a l  check ,  a c c e p t e d  an emergency l oan  in  the  amount o f  t he  

" s t o l e n "  check ,  and e v e n t u a l l y  r e c e i v e d  a d u p l i c a t e  v h i c h  she  

ca sh ed ,  r a t h e r  t h a n  r e p a y i n g  the  emergency l oa n .  

may be p r o s e c u t e d  as  a f a l s e  c l a im  or s t a t e m e n t .  
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T h e r e  a r e  t v o  d i s t i n c t  s i t u a t i o n s  i n  v h i c h  f a l s e  s t a t e m e n t s  c a s e s  

a r i s e .  I n  t h e  f i r s t ,  one o r  more  i n d i v i d u a l s  a c t  i l l e g a l l y  

i n d i v i d u a l s .  I n  t h e  s e c o n d ,  one  o r  more  p e r s o n s  mLke f a l s e  s t a t e m e n t s  

on b e h a l f  o f  an  o r g a n i z a t i o n .  The f o r m e r  a r e  more  n - n ~ . r o u s ,  b u t  

somewhat  s m a l l e r  i n  m a g n i t u d e .  C a s e s  a r i s i n g  i n  an  o r g a n i z a t i o n a l  
s 

c o n t e x t  may i n v o l v e  a s  much a s  $ 2 5 , 0 0 0  o r ,  o c c a s i o n a l l y ,  e v e n  more ;  

when u n a f f i l i a t e d  i n d i v i d u a l s  l i e ,  t h e y  g e n e r a l l y  do s o  f o r  l e s s  t h a n  

$5000. 

H a i l  F r a u d  

N a i l  f r a u d  i s  d e f i n e d  by  18 USC 1341.  I n  p e r t i n e n t  p a r t ,  i t  r e a d s ,  

Whoever ,  h a v i n g  d e v i s e d  o r  i n t e n c l i n q  t o  d e v i s e  a n y  scheme o r  
a r t i f i c e  to  d e £ r s u d . . . £ o r  t h e  p u r p o s e  o£  e x e c u t i n q  s u c h  
scheme o r  a r t i f i c e  o r  a t t e m p t i n g  t o  do s o ,  p l a c e s  i n  any  p o s t  
o f f i c e  o r  a u t h o r i z e d  d e p o s i t o r y  f o r  m a i l  m a t t e r ,  any  m a t t e r  
o r  t h i n q  w h a t e v e r  t o  be  s e n t  o r  d e l i v e r e d  by  t h e  P o s t a l  
s e r v i c e ,  o r  t a k e s  o r  r e c e i v e s  t h e r e f r c a  any  s u c h  m a t t e r  o r  
t h u g ,  o r  k n o v i n q l y  c a u s e s  t o  be  d e l i v e r e d  by  m e i l . . . a n y  s u c h  
m a t t e r  o r  t h i n g ,  s h a l l  be  f i n e d  n o t  more  t h a n  $1000 o r  
~ p r i s o n e d  n o t  more  t h a n  f i v e  y e a r s ,  o r  b o t h .  

S e c t i o n  1343 d e f i n e s  f r a u d  by  w i r e ,  r a d i o ,  a n d  t e l e v i s i o n  i n  s / m i l a r  

t e r m s .  I t  i s  e v i d e n t  f r o :  t h e  b r e a d t h  o£ t h e  s t a t u t o r y  l a n q u a q e  t h a t  

c a s e s  i n  e i t h e r  l e g a l  c a t e q o r y  m u s t  be  r a t h e r  h e t e r o q e n e o u s ;  t h e  s i n g l e  

e l e m e n t  c ca~on  t o  a l l  i s  t h e  u s e  o f  t h e  m a i l  ( o r  e l e c t r o n i c  m e d i a ) .  

C e r t a i n  m a i l  f r a u d  v i c t i m s  a r e  i n d u c e d  t o  p u r c h a s e  s o m e t h ~  f o r  more  

than i t  is  r e a l l y  worth. Often, the v i c t i m  "buys" something that  does 

not e x i s t  at  a l l .  Cases inc lude land f raud schemes, the marketing o f  

o i l  wel ls  tha t  are dry or nonex is tent ,  sales of  rare coins a l l eged l y  

being held in a safe depos i t  box for  the buyer, and the l i k e .  

Investors are s o l i c i t e d ,  send in  t h e i r  money, and d iscover  sooner or 
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l a t e r  t h a t  they have been t r i c k e d .  Schemes which cause  the  g r e a t e s t  

d 4 s t r e s s  invo lve  many uuconnected ,  u n c o o r d i n a t e d  v i c t i m s  (whether  

o r q a n ~ a t i o n s  or  i n d i v i d u a l s ) .  In  t h e s e ,  t o t a l  l c s s e s  may be ve ry  

l a r g e .  

I£ v i c t i m s  ~re t r i c k e d  i n t o  huyin  9 " n o t h i n g  f o r  s o m e t h ~ '  i n  one 

kind o f  mat~ f r a u d  c a s e ,  t hen  they  are  f o o l e d  i n t o  g i v i n g  " s c m e t h ~ g  

fo r  no th inq"  in  a n o t h e r .  O r g a n i z a t i o n s  a re  always the  t a r q e t s  o f  such 

f r a u d s ;  t y p i c a l l y  they  er~end something of va lue  ( ca sh ,  c r e d i t ,  or 

merchandise)  on the  b a s i s  o f  f a l s e  i n f o r m a t i o n  p r o v i d e d  by d e f e n d a n t s .  

These men and women a re  commonly members o .  ~ the  lower c l a s s ;  t h e i r  

schemes, u s u a l l y  i n v o l v i n g  phony a p p l i c a t i o n s  f o r  c r e d i t  c a r d s  and 

~overnment b e n e f i t s ,  seem r e l a t i v e l y  u n s o p h i s t i c a t e d  and do no t  i nvo lve  

a g r e a t  dea l  o£ money. Of cou r se ,  t h e r e  a re  e x c e p t i o n s .  In  one 

i n s t a n c e ,  a b a n k ' s  t e l e t y p e  o p e r a t o r ,  f a m i l i a r  wi th  the  p r o c e d u r e s  and 

codes by which banks t r a n s f e r  money, s e n t  t e l e x  i n s t r u c t i o n s  rec lues t in  ~ 

t h a t  o t h e r  banks tu rn  over  s p e c i f i e d  funds to  a c e r t a i n  i n d i v i d u a l  

d e s c r i b e d  as hav ing  l o s t  h i s  i d e n t i f i c a t i o n .  The bank r e c e i v i n g  t h e s e  

i n s t r u c t i o n s  was t o l d  t h a t  such funds would be t r a n s f e r r e d  to  i t  a t  a 

l a t e r  d a t e .  These t e l e t y p e  messages  could  n o t ,  by t h e i r  n a t u r e ,  be 

t r a c e d  to  t h e i r  s o u r c e .  The de fendan t  d i d  t h i s  s i x  t~nes  i n  e i q h t  

months, c o l l e c t i n g  $18,500 in  the  p r o c e s s .  

The d i s t i n c t i o n  between "buying something for  more than i t  Ls 

worth" (or buying "nothing for  something"), and "extending something of  

value on the basis of  false informat ion" (or g iv ing "something for  

n o t h i n g " ) ,  i s  not  w i thou t  ambigu i ty .  Cons ider  the d o c t o r  p r o s e c u t e d  

for mail fraud when he certified to  the Food and Drug &dminlstratlon 
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t ha t  he had s u c c e s s f u l l y  completed premarket£ng t es t s  o f  a hey drug.  

The FDA pa id  the doc to r  f o r  per fo ra~nq the t es t s ,  on l y  t o  l ea rn  t h a t  

the tes t s  e i t h e r  remained £ncomplete, o r  had not  been done a t  a l l .  &t  

f i r s t  hl,zsh, t t  looks  as though the v ic t~,n ext-_nded something o f  va lue  

(here,  cash) on the bas is  o f  f a l s e  J~format~on. However, o~e may a l so  

argue tha t  the v i c t i m  i n  f a c t  bought someth inq- -a  drug t e s t - - f o r  more 

than i t  vas wor th .  Look ing a t  the case i n  t h i s  fash ion ,  i t  may be h a r d  

t c  d ~ f £ e r e n t i a t e  the p u r c h a s e  o f  a q u a r t e r - e c r e  o_ ~ Ne~ He~Lcan deser t  

and the government 's  purchase o f  a l a b o r a t o r y  procedure.  In  bo th  

ins tances,  the defendants have success fu l l y  "passed" a s e l e c t i v e  

p roduc t .  .°erhaps, as the nex t  chapter  suggests, the d i s t i n c t i o n  should 

depend more on some p r o p e r t y  o f  the exchange betveen p e r p e t r a t o r  end 

v i c t i m  than on shor thand d e s c r i p t i o n s  o f  defendant  b e h a v i o r .  

There are cases, o f  course,  t h a t  do no t  f i t  any p a t t e r n .  Thef ts  

c~naLitted by an o r g a n i z a t i o n a l  i n s i d e r ,  in  vh icb  an employee i n  a 

bour..dery-spanning r o l e  (one l i n k i n g  the o r g a n i z a t i o n  and i t s  e x t e r n a l  

e n v i r o r ~ e n t ;  Thompson, 1962) pockets monies hoimg forwarded by the 

o r g a n i z a t i o n  to  ou ts ide  i n d i v i d u a l s ,  or  knouinckly processes f a l s e  

c la ims f i l e d  by an e x t e r n a l  a c t o r ,  ere sometimes prosecuted as 

f rauds.  So are cases o f  c o l l u s i o n .  The Marv in  Handel case i s  a 

leacLin9 exaa~le.  The former governor  o f  Mary land gas conv ic ted  f o r  

a i d i ng  passage o f  s ta te  l e g i s l a t i o n  f avo rab le  to  a race t rack  s e c r e t l y  

owned by assoc ia tes .  In  r e t u r n ,  he rece i ved  a v a r i e t y  o f  f i n a n c i a l  

b e n e f i t s .  Others i n  my sample inc lude  an at tempted b i d  r i g g i n g  case 

( vh i ch  can be v i e v e d  as  an a t t e m p t  to  d e f r a u d  the  v i c t i m  f e d e r a l  

agency), and one in  which an organizat : ion 's  eaq)loyee accepted k ickbacks 

in  avard ing c o n t r a c t s .  
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Tax O f f e n s e s  

Tax o f f e n s e s  a r e  "~ypicall  Z p r o s e c u t e d  unde r  one or  mote o f  s e v e r a l  

r e l a t e d  s t a t u t e s .  ~'hese i nc lu f ,  e 26 USC 7201,  a F p l i c ~ b l e  t o  "uny p e r s o n  

~ o  w i l l f u l l y  d t~empts  i n  any manner to  e~ede o r  d e f e a t  any t a x " ;  26 

USC 7203, which prohibiP_s on the  p a r t  o f  p e r s o n s  r e q u i r e d  to  "pay any 

e s t i m a t e d  t a x  o r  t a x . . . m a k e  a r e t u r n . . . k e e p  any r e c o r d s ,  o r  s u p p l y  any 

i n~o rma t i on , "  the v i l l £~L l  f a i l u r e  to  do so; and 26 USC 7206(1) ,  vh i ch  

sanct ions any person vho " v i l l f u l l y  makes and subscr ibes any r e t u r n ,  

s t a t e m e n t ,  or  o t h e r  document ,  which c o n t a i n s  or  i s  v e r i f i e d  by • 

written declaration that it is made under the penalties of perjury, and 

which he does n o t  b e l i e v e  t o  be t .-ue and c o r r e c t  a s  to  e v e r y  m a t e r i a l  

m a t t e r . "  However p r o s e c u t e d ,  IRS v i o l a t i o n s  may i n v o l v e  s u b m i s s i o n  o f  

f r a u d u l e n t  r e t u r n s ,  f a i l u r e  t o  f i l e  p e r s o n a l  or  b u s i n e s s  r e t u r n s ,  

u n l a w f u l  r e t e n t i o n  o f  t a x e s  w i t h h e l d  frem emp loyees '  p a y c h e c k s ,  or  t a x  

p r o t e s t .  The f i r s t  o f  t h e s e  i s  most  f r e q u e n t l y  e n c o u n t e r e d .  

There a r e ,  i n  f a c t ,  s e v e r a l  k i n d s  o f  f r a u d u l e n t  r e t u r n ,  Most 

¢ ~ n  i s  the  u n d e r r e p o r t i n g  o f  l e g a l  income.  O f f e n d e r s  a r e  ~ y p i c a l l ¥  

s e l f - e m p l o y e d ,  w i t h o u t  p r i o r  r e c o r d ,  and i n  midd le  t o  upper  income 

b r a c k e t s .  De fen d an t s  o p e r a t e  a b u s i n e s s  o f  some k ind ,  h a n d l e  t h e i r  own 

a c c o u n t s ,  and a r e  t h u s  i n  p o s i t i o n  to  m a n i p u l a t e  r e c o r d s  and h /de  

e a r n i n g s .  While amounts  va ry  c o n s i d e r a b l y ,  t h e y  a r e  a p p r e c i a b l y  

g r e a t e r  t h an  the  sums a t  i s s u e  i n  o t h e r  k i n d s  o f  11%5 f r a u d .  U n r e p o r t e d  

income in  t h i s  c a t e g o r y  ranged  from l e s s  t han  $10,000 pe r  ye a r  to  a s  

much as  s e v e r a l  hundred  t h o u s a n d  d o l l a r s  a n n u a l l y .  Income from 

b u s i n e s s  s o u r c e s  i s  most  o f t e n  u n d e r r e p o r t e d ,  b u t  t h e r e  a r e  c a s e s  i n  
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which p e r s o n a l  income, u s u a l l y  from i n v ~ s t m e n t s ,  i s  i n v o l v e d .  4. 

I l l e g a l  income may a l s o  go u n r e p o r t e d .  Of ten ,  such inccam i s  

b r i b e  money. Br ibe  t a k e r s  i n c l u d e d  a l o c a l  e l e c t e d  o f f i c i a l ,  a New 

York Ci ty  aqency a t t o r n e y ,  and ~_n an i n t e r e s t i n g  c a s e ,  a number o f  

employees o f  the  g e n e r a l  c o n t r a c t o r  builcLtng the  C a l v e r t  C l i f f s  n u c l e a r  

power p l a n t  i n  Naryland,  who were a c c e p t i n g  k ickbacks  i n  awarding 

c o n s t r u c t i o n  s u b c o n t r a c t s .  Br ibe  g i v e r s  were a l s o  p r o s e c u t e d  f o r  t ax  

o f f e n s e s  in  t h i s  i n s t a n c e ,  hav ing  d i s g u i s e d  p a y o f f s  an u n r e l a t e d ,  

d e d u c t i b l e  expenses  on t h e i r  c o r p o r a t e  r e t u r n s .  

A l l  d e f e n d a n t s  p r o s e c u t e d  f o r  f a i l u r e  t o  r e p o r t  i l l e g a l  income a re  

suspec t ed  o f  u n r e l a t e d  c r i m i n a l  a c t i v i t y ,  bu t  are  no t  so charged  f o r  

l e q a l  or  e v i d e n t i a r y  r e a s o n s .  Seve ra l  have a h i s t o r y  o f  s e r i o u s  

c r~n ina l  invo lvement .  One s u b j e c t ,  c o n v i c t e d  fo r  no t  r e p o r t i n g  incc~e 

f r c a  the  s a l e  o f  h e r o i n  and c o c a i n e ,  was a r e p u t e d  n a r c o t i c s  t r a f f i c k e r  

with mob c o n n e c t i o n s .  Because the  s t a t u t e  o f  l i m i t a t i o n s  f o r  the  

a l l e g e d  drug o f f e n s e s  had e x p i r e d ,  the  government s e t t l e d  f o r  t ax  

evas ion  in  h i s  c a s e .  

Only a few t axpaye r s  f r a u d u l e n t l y  o v e r s t a t e  d e d u c t i o n s .  Of 

course ,  t h i s  method i s  the  one most a v a i l a b l e  to  t hose  m i l l i o n s  who are  

not s e l f - e m p l o y e d  and who t h e r e f o r e  cannot  r e a d i l y  u n d e r r e p o r t  income. 

But g iven the  na tu r e  of  the  t ax  computa t ion  p r o c e s s ,  the  amounts 

i l l e g a l l y  saved by i n f l a t i n g  deduc t i ons  w i l l  be l e s s ,  sc~net~nes much 

l e s s ,  than those  ga ined  by u n d e r r e p o r t i n g .  Perhaps t h i s  i s  why t h e r e  

4s Whether income i s  b u s i n e s s  or p e r s o n a l ,  most o f f e n d e r s  are  caught  by 
the IRS's  "ne t  worth" method, which compares a l l e g e d  income and 
t r a c e a b l e  a s s e t s .  Unde r r epo r t i ng  t axpaye r s  thus have to  h ide  a s s e t s  
in a r a t h e r  s o p h i s t i c a t e d  way i f  they wish to  escape  d e t e c t i o n .  
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are  so few c a s e s  o f  t h i s  k ind .  

Some i o l k s  s imply  do ~o t  f4_le a retu~-n. Like i n d i v i d u a l s  vho 

u n d e r r e p o r t  Income, most o£ t h e s e  p e r s o n s  a re  s e l f - e a ~ l o y e d .  However, 

un l ike  the  former group,  Chose whc do noC b o t h e r  to  f i l e  do no t  run 

t h e i r  own b u s i n e s s  o r q e n i z a t i o n o ;  they  do no t  keep s e p a r a t e  books or  

take o t h e r  s t e p s  to  h ide  income. & few are  among the  most wea l thy  o£ 

IRS o~fende r s ;  I found a number v i t h  Incomes in  exces s  o£ $100,000. 

Doctors may be o v e r r e p r e s e n t e d  here  because  o£ s p e c i a l  IRS 

i n v e s t i g a t i o n s  o£ such t axpayers .  

Defendants  vho u n d e r r e p o r t  o r  f a i l  to  r e p o r t  e n t i r e l y  may remain 

unde t ec t ed  £or a number o£ y e a r s .  However, on ly  one dogendant ,  i n  a 

manner l i k e  Chat o f  s e v e r a l  mai l  f r aud  o £ f e n d o r s ,  see~ed to  pursue  a 

c a r e e r  o£ IRS f r aud .  Ope ra t i ng  v i t h o u t  books,  he opened and c l o s e d  a 

s e r i e s  o£ X - r a t ed  movie Chea te r s ,  u s i n g  c o r p o r a t e  s h e l ~s  so he vould  

no t  appear  as the  owner o f  r e c o r d .  Coming i n t o  town only  p e r i o d i c a l l y  

to  c o l l e c t  r e c e i p t s ,  the  d e f e n d a n t  vould  p rov ide  the  c h e a t e r  manager 

r i c h  j u s t  enough cash to  pay s e l e c t . - d  b i l l s ,  and ~.hen d i s a p p e a r .  The 

p roba t ion  o££ ice r  documented a s e r i e s  o£ schemes o£ t h i s  g e n e r a l  type  

over a p e r i o d  o f  two decades .  In  t h i s  p a r t i c u l a r  i n s t a n c e ,  the  

defendant  was s a i d  to  have skimmed $890,000 £r n -  h i s  Ches te r  o p e r a t i o n  

in  four yea r s .  

There are  employers  who deduc t  withholdJ_ng and s o c i a l  s e c u r i t y  

taxes  from t h e i r  worke r s '  paychecks ,  but  f a i l  to  r emi t  t h e s e  funds to  

the f e d e r a l  government.  Ac t ing  on b e h a l f  o f  the  IP~, t h e i r  p o s i t i o n  i s  

s ~ n i l a r  to  t h a t  o£ bank employees who I n t e r c e p t  d e p o s i t s ,  or s a l e s  

pe r sonne l  who pocke t  cus tomer  payments i n s t e a d  ok p a s s i n g  them on to  
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the  company's  t r e a s u r y .  Such a c t s  seem more l i k e  f a i l u r e s  to  f i l e  t han  

u n d e r r e F o r t i ~ g ,  i n  the  s e n s e  t h a t  employers  t T P i c a l l y  keep a l l  wir .~held 

monies f o r  [ h e . s e l v e s  and do n o t  b o t h e r  t o  send  a l o n g  incomple t e  

payments accompanied by f a l s e  re tu rns .  

P o L i t i c a l  o r  r e l i g / o u s  c o n v i c t i o n ,  no t  economics, mo t i va tes  t, az 
! 

p r o t e s t o r s ,  k r g u i n q  t ha t  paper money i s  wo r th less  because i t  can no 

l onger  be redeemed f o r  g o l d  {and hence ,  c a n n o t  be income) or  t h a t  t he  

f e d e r a l  income tan  i s  u n c o n s t i t u t i o n a l ,  " consc ien t i ous  o b j e c t o r s "  c la im 

an inflated number of exemptions or refuse to flle at all. They 

t y p i c a l l y  be long to  l o c a l  tax  p r o t e s t  groups and may p o i n t  to  the 

example o f  leaders  who have made l o c a l  appearances or  been on rad io  o r  

t e l e v i s i o n .  Most tax  p r o t e s t o r s  are l ower -m ldd le  c lass ;  a number g i ve  

ev idence  of  u n u s u a l l y  s t r o n g ,  f u n d a m e n t a l i s t  r e l i g i o u s  v iews .  

Tax v i o l a t o r s  r a r e l y  t r y  i n  a r e a l l y  c l e v e r  way to  cooer  up 

misdeeds. One taxpayer ,  f o r  example, s u b ~ t t e d  a l t e r e d  pe rsona l  checks 

to  do t , - - ea t  c l a imed  med ica l  expenses  and c h a r i t a b l e  c o n t r i b u t i c m s .  

However, the f a c t  o f  a l t e r a t i o n  was obv ious ,  f o r  the o r i g i n a l  amount 

had been p r i n t e d  by the bank on the face o f  each check! In  a d d i t i o n ,  

the cance l led  checks had a l r e a d y  been m i c r o f i l m e d ;  c o r r e c t  depos i t  

s l i p s  and month ly  statements were a lso  a v a i l a b l e .  

Al though coverup is  no t  a f a c t o r  i n  most tan c a s e s ,  4z t a x  f rauds 

in which an attempt is made to substantiate the return are more 

compl i ca t ed  than  the  ave rage  f a l s e  c l a i m  or  loan  f r a u d  c a s e .  Here,  

b l i n d  f a i t h  i n  the  a c t o r ' s  c l a i m s  c a n n o t  be e x p e c t e d - - a s  i t  a p p a r e n t l y  

4z In  on ly  20% o f  the sentenc ing p r o j e c t ' s  taz  c a s e s  were documents 
invented  or manipu la ted to  support  a f a l s e  s ta tement .  
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can when one d e a l s  ~ ' i th  banks or  o t h e r  government a g e n c i e s .  A f ev  o f  

the t ax  ca ses  thus  tmke on the  f a ~ l e d  a t t r i b u t e s  o f  w h i t e - c o l l a r  c r ime ,  

a t  l e a s t  to  the  e x t s n t  they  make l i f e  d i f f i c u l t  f o r  i n v e s ~ g a t o r s  and 

t r £ a l  a t t o r n e y s ,  as i n  the p r o s e c u t i o n  o f  two u p s t a t e  New Fork 

bro the rs ,  co-miners og a r e s o r t  h o t e l  and rac~nq s t a b l e ,  ~ o  vere  

d e p o s i t i n g  b u s i n e s s  r e c e i p t s  i n t o  p e r s o n a l  check ing  a c c o u n t s .  Though 

c o n c e p t u a l l y  s im p le ,  the  ~ m b i t  took twelve  months t o  dope ou t  

comple te ly ,  and a l e n g t h y  ~ r i a l  vas  r e q u i r e d  b e f o r e  the  two cou ld  be 

sen t  avay fo r  f i v e  y e a r s .  

A n t i t r u s t  V i o l a t i o n s  

The Sherman ~ c t  (15 USC 1) d e c l a r e s  i l l e g a l  "every  centx-ac t ,  

combinat ion in  the  form o f  t r u s t  or  o t h e r v i s e ,  or  c o n s p i r a c y ,  i n  

r e s t r a i n t  o f  t r a d e  or  coa~erce  among the  s e v e r a l  S t a t e s ,  or  v i t h  

f o r e i g n  n a t i o n s . -  P r o s e c u t i o n s  pu r suan t  t h e r e t o  most coanonly  focus  on 

p r i c e  f i k i n g .  4s Competing e x e c u t i v e s  s t r i k e  a " g e n t J e m e n ' s  agrecment-44 

to  r e s t r i c t  the  movement o f  p r i c e s  of  goods or  s e r v i c e s ,  or  t o  

4s Su the r l and  (1949a,62) d i s t i n g u i s h e d  t h r e e  kinds o f  a n t i t r u s t  
v i o l a t i o n .  He found tha t  t rade  might be i l l e g a l l y  r e s t r a i n e d  by 
means o f  improper business c o n s o l i d a t i o n ,  p r i ce  f~L inq ,  o r  p r i ce  
d i s c r i m i n a t i o n .  In  the f i r s t  ca tegory ,  sma l le r ,  less  successfu l  
businesses are absorbed by l a r g e r ,  f i n a n c i a l l y  secure c o r p o r a t i o n s .  
The l a r g e r  f i rm  gsiJts a g rea te r  share o f  the market and c o n ~ e t i t i o n  
i s  impermiss£bly reduced. Pr ice  f i x i .ng  i nvo l ves  the c o l l u s i o n  o f  
severa l  o r g a n i z a t i o n s ;  cL iscr~n inatory  p r i c i n g ,  on the o the r  hand, i s  
in tended to  i n j u r e  p a r t i c u l a r  compet i to rs  and may or  may not  i n v o l v e  
i n t e r f i r m  coorcLinat ion,  as p r i ces  are ad jus ted  w i t h  re fe rence to  a 
spec i f i c  geographic  reg ion  or c o r p o r a t i o n .  A l l  but  one o f  the 
p r o j e c t ' s  a n t i t r u s t  cases i n v o l v e d  p r i c e  f i x i n g ;  there  was one case 
of  pr i ce  cL isc r im ina t ion .  

44 All  i nc~v idua l  d e f e n d a n t s  in  the sample were men. 
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coord ina t e  b i d s  f o r  l abo r  and o t h e r  supp ly  c o n t r a c t s .  Both k inds  o f  

unde r s t and ing  may appear  i n  the  same c a s e .  P r i c i n g  agreements  may be 

acconq~nied by the  a ~ l o c a t i o n  o f  p a r t i c u l a r  t e r r i t o r i e s  or  cus tomers ;  

mechanisms a re  c r e a t e d  to  compensate  f i r m s  which l o s e  accoun t s  to  o t h e r  

compet i tors.  Riq~jed b idd ing  cases may be e i t h e r  one shot of fenses, in  

which two or mere f~Jnas decide who w i l l  su~a/ t  the best  b i d ,  4s or  

continuLug c r imes ;  i n  t h e s e ,  c o n s p i r a t o r s  a l l o c a t e  a s e r i e s  o£ 

c o n t r a c t s  over  a per iod  o f  t ime, tak inq  t u r n s  i n  f i l . t n g  a winn/ng 

o f£e r ,  

A n t i t r u s t  v i o l a t i o n s  a r e ,  i n  q e n e r a l ,  l e n g t h y  o f f e n s e s .  They may 

l a s t  as lonq as £ ~ t e e n  to  twenty y e a r s .  4e Defendants  u s u a l l y  ho ld  one 

or more meetinqs to discuss and implement t h e i r  agreement. Sometimes 

these  meet ings  a re  s chedu led  r e g u l a r l y  f o r  t he  d u r a t i o n  o f  the  

consp i r acy ,  e s p e c i a l l y  when r o u t i n e  dec is ions  r e q a r d i n q  s u c c e s s i v e  

rounds o f  b i d d i n g  or  a l l o c a t i o n  o f  new accoun t s  must be made. Nee t ings  

a l s o  se rve  as o p p o r t u n £ t i e s  to  keep c o l l e a q u e s  in  l i n e .  They may be 

held at  a " n e u t r a l "  s i t e - - a  h o t e l  su i t e ,  conference room, or 

res tau ran t - -o r  a t  the home of  one of  the defendants. Rarely do such 

get - togethers  take place in  a p a r t y ' s  o f f i c e s .  Of course, telephone 

ca l l s  o f t e n  supplement face - to - face  communication. 

4s These are  o c c a s i o n a l l y  p r o s e c u t e d  as mai l  f r au d s .  The s e n t e n c i n q  
pro jec t  has two cases in which defendants were charged w i th  both 
v i o l a t i o n  of  the  Sherman Act and mai l  f r aud .  

4s Severa l  r e p o r t s  s t a t e d  t h a t  the  a c t i v i t i e s  fo r  which the  de fendan t s  
were c o n v i c t e d  had been t y p i c a l  of  the i n d u s t r y  fo r  decades .  
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Trade a s s o c i a t i o n s  p l a y  an i m p o r t a n t  r o l e  i n  many o f  t h e s e  c r i m e s .  

~ s s o c i a t i o n  c o n f e r e n c e s  may p r o v i d e  an a r e n a  f o r  t he  d i s c u s s i o n  or" 

~ 4 t u a l  p roblems  and,  t h u s ,  a s t i m u l u s  ~or t h e i r  r e s o l u t i o n  by  i l l e g a l  

means. I n d u s t r y - v i d e  or  a r e a  mee t ings  may s e r v e  to  c o v e r  c o n s p i r a t o r i a l  

s e s s i o n s  or  may even  became t he  forum a t  which ag reemen t s  i n  r e s t r a i n t  

of  t r a d e  a re  f o r g e d .  

Conv ic t ed  o r g a n i z a t i o n s  a r e  most o f t e n  s m a l l ,  c l o s e l y - h e l d ,  

r e l a t i v e l y  s u c c e s s f u l  c o r p o r a t i o n s .  A h a n d f u l  o f  l a r g e ,  n a t i o r a l  

f i r m s ,  he re  i n c l u d i n g  Bethlehem S t e e l ,  Bordens ,  B r i n k s ,  Phi l~Aps  

PetroleLun, S c h l i t z .  and U.S. S t e e l  appea r ,  t oo .  The c o n s t r u c t i o n  

i n d u s t r y  i s  r e p r e s e n t e d  most f r e q u e n t l y  i n  t he  p r o j e c t ' s  f i l e s ;  t e n  o f  

44 ca se s  a rose  i n  t h a t  s e c t o r .  

O r g a n i z a t i o n a l  s i z e  and i n d i v i d u a l  i n d i c t m e n t s  a r e  c l e a r l y  

c o r r e l a t e d .  S m a l l e r .  c l o s e l y - h e l d  c o r p o r a t i o n s  a re  g e n e r a l l y  

r e p r e s e n t e d  by t h e i r  p r i n c i p a l s .  Such p e r s o n s  may t h e m s e l v e s  he  t he  

company's founders (o r  d i r e c t  descendants o f  the founders ) ,  and are 

o f ten  q u i t e  v e a l t h y .  When r e g i o n a l  or  n a t i o n a l  c o r p o r a t i o n s  are 

invo lved ,  a middle c lass ,  m~ddle l e v e l  manage~nent f i g u r e ,  o f t en  the 

ch ie f  o f  l o c a l  ope ra t i ons ,  has been a c t i v e  i n  the consp i racy  and i s  

i nd i c t ed .  An excep t ion  occurs when the consp i racy  i s  na t i onw ide ,  f o r  

in  these cases top co rpo ra te  execu t i ves  are f r e q u e n t l y  ~np l i ca ted  and, 

as a consequence, prosecuted.  Whether the i n d i v i d u a l  defendants are 

middle or upper l e v e l  personne l ,  one t h i n g  i s  c lear= they  are the "most 

impeccable,, defendanCso the " s t r a i g h t e s t  a r rows . "  i n  the p r o j e c t ' s  
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sample .  47 

Compet i t iom,  r e a l  or  p e r c e i v e d ,  and t he  r e s u l t i n g  t h r e a t  o f  

commercial  f a i l u r e ,  p rob lems  i n  the  i n d u s t r y ,  and i n f l a t i o n  and o t h e r  

d i f f i c u l t i e s  in  the l a r g e r  economy are o f ten  c i t e d  by conv ic ted 

d e f e n d a n t s  to  e x p l a i n  t h e i r  i l l e g a l  c o n d u c t .  Many a l s o  c l a i m  the y  were 

not  aware t h e i r  a c t i v i t i e s  were ~ p e r z L i s s ~ b l e .  I t  i s  i n t e r e s t i n g  t o  

no te  i n  t h i s  r e g a r d  t h a t  t he  a c c o u n t s  o f  a n t i t r u s t  d e f e n d a n t s  t y p i c a l l y  

seek  to  j u s t i f y  c r i m i n a l  b e h a v i o r .  One e n c o u n t e r s  r e l a t i v e l y  few 

e x p r e s s i o n s  o f  h e a r t f e l t  r emorse  i n  t h e s e  r e p o r t s .  Pe rhaps  d e f e n d a n t s  

do no t  t h i n k  an apolo97 i s  n e c e s s a r y ,  o r  f e a r  t he  c o n s e q u e n c e s  o f  an 

outright a d m i s s i o n  o f  g u i l t  f o r  r e l a t e d  civil l i t i q a t i o n ,  in  which t he  

s t a k e s  may be much hic~ler .  4e 

~7 The s e n t e n c i n g  p r o j e c t ' s  i n p e c c a b i l i t y  index, a conq:os i te  of  29 
hacjcground va r i ab les  descrJJ)ing ea r l y  fam i l y  l i f e ,  academic 
performance, ~ i l i t a r y  and employment h i s t o r y ,  present  l i v i n g  
• r r a n q e ~ a n t s ,  a t t e n d a n c e  a t  r e l i g i o u s  s e r v i c e s ,  group a f f i l i a t i o n s ,  
-~volvement ~,i th drugs and a lcoho l ,  and c ~ t y  repu ta t i on ,  bears 
t h i s  o u t .  Mean s c o r e s  f o r  d e f e n d a n t s  in  each  o f  the e i g h t  
w h i t e - c o l l a r  c r ~  c a t e g o r i e s  a re  ( s t a n d a r d  d e v i a t i o n s  i n  
p a r e n t h e s e s )  I 

mai l  f raud 3.147 (4.101) b r i be r  7 5.512 (4.011) 
c r e d i t  f raud 3.468 (4.238) tax 5.671 (4.154) 
fa lse c la ims 3.752 (4.?42) sec f raud 5.964 (3.326) 
embezzlement 3.863 (3.710) a n t i t r u s t  9.684 (3.400) 

4g &ll  d e f e n d a n t s  J_n t h e s e  c a s e s  have been found g u i l t y  upon a p l e a  o f  
nolo contendere ( l i t . ,  " I  w i l l  not  contes t  i t " ) .  This has the same 
l e g a l  e f f e c t  in  a c r i ~ n a l  c a se  as  a g u i l t y  p l e a ,  ~ o f a r  a s  
s e n t e n c i n g  i s  concerne,~. But i t  s e r v e s  on ly  as  an a d m i s s i o n  f o r  the  
purposes of  the c r im ina l  case, and cannot be used in  subsequent 
t r e b l e  damage s u i t s  b r o u g h t  by c i v i l  a n t i t r u s t  c o m p l a i n a n t s ,  k p l e a  
o f  g u i l t y  i n  the  c r i m i n a l  p r o c e e d i n g ,  on the  o t h e r  hand.  c o u l d  be 
used  as ev idence  in  a c i v i l  case  a r i s i n g  from the  same s e t  o f  f a c t s .  
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Here i s  one o f  the  ca ses  i n  the  p r o j e c t ' s  f i l e s .  While one cannot  

say £t i s  t y p i c a l  i n  every  re  .spect ,  i t s  f e a t u r e s  e r e  c e r t s i n l y  not  

unique.  

Five l i n e n  ccaq~mnies and four  individuals from the  Niami area  were 

i n d l c t e d  f o r  t h e i r  p a r t i c i p a t i o n  i n  a scheme to  a l l o c a t e  accounts  and 

to r e f r a i n  from compet ing f o r  each o t h e r ' s  customers. Under ~he 

agreement reached  by the  p a r t i e s ,  which was in  e f f e c t  from .196~ to  

1974, newly formed businesses or  f i rms  w i t h o u t  p rev ious  l i n e n  se rv i ce  

might be s o l i c i t s d  by a l l  comers; those hav ing  establJ_shed 

re la t - ionsh ips  w i t h  one o f  the defendants cou ld  r o t  be approached. 

Apparent ly ,  both  me~_Cings and te lephone conversa t ions  were used to  keep 

the agreement go ing .  

A~.though a number o f  s t r a t e q i e s  were employed to  d i scou rage  the  

d i s s a t i s f i e d  cus tomers  o f  one c o n s p i r a t o r  from s v i t c h i n  9 to  a n o t h e r ,  

accounts d i d  o c c a s i o n a l l y  change hands. SQmetimes businesses were so 

unhappy they cou ld  no t  be dissuaded; i n  o the r  cases, overzea lous  

salespeople would, i n t e n t i o n a l l y  or  no t ,  s ign  one o f  t h e i r  coeq3et~'Ltors. 

f i rms.  Records o f  such events would be ma in ta ined ,  and p e r i o d i c  

account ings bet~een companies would be made. The defendant t ~ , whom 

business was owed might  be r e f e r r e d  to  a d isp leased  ct;stomer o f  the 

pa r ty  t h a t  yes  ahead,  or  i t  might  be ag reed  t h a t  one f i r ~  would take a 

c e r t a i n  amount o f  business from the o the r .  

Organ iza t ions  and m u n i c i p a l i t i e s  reques t i ng  b ids  on l i n e n  s e r v i c e  

were t r e a t e d  in l i k e  manner. The f i r s t  b i d  was wide-open ,  bu t  the  

company t ha t  had been successfu l  L r ~ t i a l l y  would be a l lowed to  win a l l  

subsequent b i d s .  The defendant h a n d l i n g  the e-'count would n o t i f y  
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compe t i t o r s  o f  i t s  i n t e n d e d  b i d ,  p e r m i t t i n g  the  o t h e r s  t o  submit 

h ighe r ,  or  what a re  c a l l e d  complement~ary, b i d s  or  to  n o t  b i d  a t  a l l .  

One o f  the  i n d i c t e d  i n d i v i ~ u a l s ,  the  p r e s i d e n t  o f  t h r e e  o f  t he  

defendant  c o r p o r a t i o n s ,  was c o n s i d e r e d  the  l e a d e r  o f  t he  c o n s p i r a c y  by 

the p r o s e c u t i o n .  The c o r p o r a t e  d e f e n d a n t s  were p r i m a r i l y  fami ly-mined  

b u s i n e s s e s .  As in  so many o f  t h e s e  c a s e s ,  i t  i s  no t  c l e a r  how the  

qovernment d i s c o v e r e d  the  c o n s p i r a c y .  The J u s t i c e  D e p a r ~ n e n t ' s  

i n v e s t i g a t i o n  o f  a ve ry  s i m i l a r  agreement  i n  the uni form r e n t a l  

i n d u s t r y  in  n iami  (which i n v o l v e d  one o f  the  companies i n d i c t e d  in  t h i s  

case)  began when a smal l  company complained o f  h a r r a s s m e n t  by 

c o - c o n s p i r a t o r s  because  i t  was s o l i c i t i n g  t h e i r  c u s t o m e r s .  

as  t h i s  case  s u g g e s t s ,  the  t y p i c a l  p r i c e  f i x i n g  v i o l a t i o n  i n v o l v e s  

a few s u p p l i e r s  working t o g e t h e r  in  a market  t h a t  e x t e n d s  over  a 

r e l a t i v e l y  l i m i t e d ,  manageable geoqraphic  a r e a .  In  q u i t e  a few 

prosecut ions,  defendants were middlemen, d i s t r i b u t i n g  products from the 

manufacturer to other r e t a i l  o u t l e t s ,  i . e . ,  o p e r a t i n g  at a po in t  in  the 

supply cha in  where t a c i t  c o o r d i n a t i o n  i s  bo th  f e a s i b l e  end reward ing .  

Fu r the r  down the  cha in ,  a t  the  r e t a i l  l e v e l ,  the i n c r e a s e d  number o f  

s u p p l i e r s  to  i n d i v i d u a l  consumers may make c o n s p i r a c y  l e s s  n e c e s s a r y ,  

and a t  the same time more d i f f i c u l t .  

Despi te  the obvious impact of  a n t i t r u s t  v i o l a t i o n s ,  i t  i s  o f ten  

d i f f i c u l t  to determine the economic and soc ia l  costs of  such a c t i v i t y .  

How much more were consumers requi red to pay? How many honest 

competi tors were forced out of  business? These quest ions f requen t l y  

remain unanswered.  One would expect r e s u l t i n q  l o s s e s  to  be 

s u b s t a n t i a l ,  g iven  the r e l a t i v e l y  ex tended  n a t u r e  o f  t h e s e  o f f e n s e s .  
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But s a n c t i o n s  are  no t  s e v e r e .  Only a f e e  d e f e n d a n t s  r e c e i v e d  p r i s o n  

s en t ences  ( t h e s e  were measured in  days ) ,  and c o r p o r a t e  f i n e s  d i d  no t  

seem burdensome, or  p r o p o r t i o n a !  t o  t he  economic harm a l l e g e d l y  caused  

b7 the  o f f e n s e .  Note,  however,  t h a t  v i r t u a l l y  a l l  the  c a s e s  in  the  

p r o j e c t ' s  f i l e s  were no t  s u b j e c t  to  the  i n c r e a s e d  c r i m i n a l  a n t i t r u s t  

p e n a l t i e s  a u t h o r 4 - e d  by Congress i n  1974. 

S e c u r i t i e s  Fraud 

S e c u r i t i e s  f r auds  are  among the  most harm~Ll and most compl i ca t ed ,  

b e h a v i o r a l l y  and s t r u c t u r a l l y ,  o f  the  c a s e s  s t u d i e d  by the  sen tenc4nq  

p r o j e c t .  A number o f  p r o v i s i o n s  ~f  bo th  the  S e c u r i t i e s  Ac~ o f  1933 and 

the S e c u r i t i e s  Exchange Act c f  1934 a re  used to  p r o s e c u t e  them. 

Sect ion  17 o f  the 1933 Ac t  ( IS USC 77q) f o r b i d s  any person,  w h i l e  

o f fe r£nq  or  s e l l i n q  s e c u r i t i e s  th rough i n t e r s t a t e  ccmlnerce or  the m a i l  

(1) to  employ any dev i ce ,  scheme, or  a r t i f i c e  to  de f raud ,  or  

(2) to  o b t a i n  mcney or  p r . o ~ e r t y b y m e a n s  o f  any un t rue  
s tatement  o f  a m a t e r i a l  f a c t  or  any omiss ion to  s t a t e  a 
m a t e r i a l  f a c t  necessary  i n  o rde r  to  make the s ta tements 
made . . .no t  m i s l e a d i n g ,  or  

(3) to  engage in  any t r a n s a c t i o n ,  practice, or  course o f  
b u s i n e s s  vh ich  o p e r a t e s  or would o p e r a t e  as  a f r aud  or  dece i~  
upon the  p u r c h a s e r .  

And i t  cont inues : 

I t  s h a l l  be un lawful  f o r  any p e r s o n . . . t o  p u b l i s h ,  g ive  
p u b l i c i t y  t o ,  or c i r c u l a t e  any n o t i c e ,  c i r c u l a r . . . o r  
comnanica t ion  w h i c h . . . d e s c r i b e s  [a] s e c u r i t y  fo r  a 
c o n s i d e r a t i o n  r e c e i v e d  or  to  be r e c e i v e d ,  d i r e c t l y  or 
i n d i r e c t l y ,  from an i s s u e r ,  u n d e r w r i t e r ,  or  d e a l e r ,  w i thou t  
f u l l y  d i s c l o s i n g  the  r e c e i p t . . . o f  such c o n s i d e r a t i o n  and the 
amount t h e r e o f .  

Sect ion ?8 j (b )  o f  T i t l e  IS ( s e c t i o n  10 o f  the 1934 A c t ) ,  i n  p e r t i n e n t  

p a r t ,  d e c l a r e s  i t  un lawful  fo r  any pe r son  
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To use  or  employ,  i n  c o n n e c t i o n  v l t h  t he  p u r c h a s e  o r  s a l e  o f  
any s e c u r i t y . . . a n y  m a n i p u l a t i v e  or  d e c e p t i v e  d e v i c e  o r  
c o n t r i v e n c e  . . . .  

T r ad in g  in  t h e  s t o c k  of a p u b l i c l y  h e l d  c o r p o r a ~ o n  may v i o l a t e  t h e s e  

ru les ,  klmost a l l  such cases invo lve  over - the-coun te r  issues ( i n  on ly  

one instance in  my sample d id  a repor t  c l e a r l y  s ta te  tha t  a 
t 

co rpo ra t i on ' s  stock vas l i s t e d  on the NYS~ or /LNEX) and o r i g i n a t e  in  

the Southern D i s t r i c t  o f  New York. These frauds gene ra l l y  invo lve  a 

number o f  co -consp i ra to rs ,  and are character4-ed by a r e l a t i v e l y  

complex d i v i s i o n  o f  labor  bet~aeen p~ayers. They are moat o f ten 

cce~ i t ted  by r e l a t i v e l y  small businessmen t r y i n g  to take t h e i r  

companies p u b l i c - - t o  s e l l  shares on the open market fo r  the f i r s t  t ime. 

An initial, legitimate attemp~ to  vend securities is f r e q u e n t l y  made 

before the p r i n c i p a l s  resor t  to less honorable method~. One has the 

sense that  eveyone invo lved  i s  on the f r i n g e - - o f f i c e r s  o f  companies no 

one has heard o f ,  brokers vho do not hes i t a te  to push stocks more 

reputable houses wou ldn ' t  couch. 

One or more o f  severa l  s t r e t c h e s  may be employed. F i r s t ,  

p r i n c i p a l s  o f  the corpora t ion ,  or t h e i r  J,zmediate representatives, may 

misstate the a c t i v i t i e s ,  out look,  or f4nanc ia l  s tanding o f  t h e i r  

company in  its offering prospectus, SEC registration statement, annual 

repor t ,  or the l i k e .  Corporate account ing p rac t i ces  may be t a i l o r e d  to 

support such cla ims.  Second, the p r i ce  o f  the stock may be d i r e c t l y  

manipulated, as defendants c o n t r o l l i n g  la rge blocks of  shares buy and 

s e l l  among themselves to create the appearance o f  an ac t i ve  market. 

Nominee accounts are genera l l y  used in such instances;  these are 

accounts l i s t e d  in the names of  purpor ted owners, but a c t u a l l y  
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control led by undisclosed persons. Third, unreported payments to 

o s t e n s i b l y  i ndependen t  b r o k e r s  a re  comnonly made by c o r p o r a t e  i n s i d e r s  

to insure that such ind iv iduals  r i l l  tout the stock v igorously to 

unsuspect~.c; ~-ustc=ers. These ~Lm~ocen~; investors f o l l o v  the advice ~f 

thei r  apparently impar t ia l  representatives, buying at whatever pr ice is 

suggested; q u i t e  o f t e n ,  they  a re  p u r c h a s i n g  s t o c k  t h a t  i s  b e i n g  dumped 

by the d e f e n d a n t s .  

This  k ind o f  s t o c k  f r aud  i s  c a r r i e d  out  i n  o r d e r  to  r a i s e  c a p i t a l  

fo r  o n e ' s  company ( t h e s e  are  the  c a s e s  o f  the  r e l a t i v e l y  h o n e s t ,  bu t  

qu i t e  d e s p e r d t e  bus ine s smen) ,  or  t o  make a q '~ck  k i l l i n g  by s e l l i n g  the  

shares  one c o n t r o l s  a t  an i n f l a t e d  p r i c e .  One o f  t~e c a s e s  i n  my 

sample g i v e s  a s ense  o f  what ks i nvo lved .  Qui te  s imply ,  the  o f f i c e r s  

o f  a manufac ture r  o f  modular hous ing  i n f l a t e d  f i rm e a r n i n g s  in  SEC 

r e g i s t r a t i o n  s t a t e m e n t s ,  annual  r e p o r t s ,  and r e l a t e d  documents ,  in  

order  to  b o o s t  the  va lue  o f  t h e i r  own h o l d i n g s  in  the company, and to  

insure  the  succe s s  o f  two p u b l i c  o f f e r i n ~  o f  the  company's  s t o c k .  The 

f raud began in  1969, when a l e g i t i m a t e  u n d e r w r i t e r  t o l d  the  d e f e n d a n t s  

i t  would not  take the  company p u b l i c  u n t i l  they  could  show a f t e r - t a m  

e a r n ~ q s  of  a t  l e a s t  one m i l l i o n  d o l l a r s .  To i n f l a t e  r e p o r t e d  s a l e s  

f i g u r e s ,  land  was " t r a n s f e r r e d "  to  a c o r p o r a t e  s h e l l  and to  f r i e n d s  of  

one of  the d e f e n d a n t s .  In b e t h  c a s e s ,  only  a minimal clown payment was 

made, but  the o n t i r e  s a l e s  p r i c e  was r ecorded  in  the  f i r m ' s  books.  

Thus p repa red  f o r  i t s  p u b l i c  debu t ,  the  c o r p o r a t i o n  r e g i s t e r e d  over one 

m i l l i o n  sha re s  wi th  the  SEC f o r  s a l e  to  i n v e s t o r s .  F i r s t  o f f e r e d  a t  

$16.$0 pe r  sha r e ,  the  p r i c e  o f  the  company's s t o c k  rose  to  $34 a f t e r  

j u s t  one day. Two o f  the d e f e n d a n t s  so ld  some o f  t h e i r  own s h a r e s  fo r  
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$1.6 m i l l i o n  and $1.7 m i l l i o n ,  r e s p e c t i v e l y ,  du r ing  Chose f i r s t  24 

hours .  

s i m i l a r  counter fuqe was employed i n  1971, Just  be fo re  the 

company was to  o f f e r  p r e f e r r e d  s tock  "-o the i n v e s t i n g  p u b l i c .  Excess 

housinq modules Chat cou ld  no t  be so ld  l e g i t i m a t e l y  were ins tead  "so ld "  
I 

f o r  100 m i l l i o n  d o l l a r s  to  a s h e l l  c o n t r o l l e d  by one o f  the defendants 

and h is  business co l l eagues ,  aga in ,  the f u l l  sa les p r i c e  van inc luded  

in  the  r e p o r t e d  f i g u r e s .  In a d d i t i o n ,  a l e t t e r  p u r p o r t e d l y  comaLttting 

the s t a t e  o f  M i s s i s s i p p i  to  purchase  800 o f  t h e s e  modules f o r  $15 

m i l l i o n  was fo rged  by the  d e f e n d a n t s  and ~_ubmitted to  a u d i t o r s .  The 

o f f e r i n g  o f  p r e f e r r e d  s t o c k  was a complete  s u c c e s s ;  $20 a~t l l ion was 

r a i s e d  fo r  the  c o r p o r a t i o n .  Less than a year  l a t e r ,  i t  was bankrup t .  

Other  o f f e n s e s  do no__~C invo lve  the  s h a r e s  of  a p u b l i c l y  h e l d  

c o r p o r a t i o n .  Ob jec t s  b e i n g  s o l d ,  a l l  deemed " s e c u r i t i e s "  by the  SEC, 

and hence s u b j e c t  to  r e q u l a t i o n ,  i nc lude  workinq i n t e r e s t s  in  o i l  and 

gas l e a s e s ,  sha r e s  in  " c a t t l e  f e e d i n g "  funds ,  mutual funds ,  or  r e a l  

e s t a t e  inves tmen t  companies,  s t u d e n t  loan  p rom/sso ry  n o t e s ,  i nves tmen t  

c o n t r a c t s ,  l and  s a l e s  mor tgages ,  and even r a i l r o a d  tank c a r s .  What 

p a r t i c u l a r l y  cList inquishes cases o f  Ut is  second type,  which come fr,w. 

s ta tes  ou ts ide  the Nor theas t ,  and those i n v o l v i n g  co rpo ra te  s e c u r i t i e s ,  

is  the nature o f  the r e l a t i o n s h i p  between defendants and v i c t i m s .  

Here. defendants almost always have ac tua l  con tac t  w i t h  i n v e s t o r s ;  they 

do the s e l l i n g  d i r e c t l y .  Perhaps  as a r e s u l t ,  the o r g a n i z a t i o n  of 

these of fenses is  less complex. Too, v i c t i m s  are more l i m i t e d  in  

number and can o f t en  be i n d i v i d u a l l y  i d e n t i f i e d .  In  the corpora te  

cases, on the o the r  hand, s e l l i n g  to l a rge  numbers o f  persons is  
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accompl ished th rough i n t e r m e d i a r i e s ,  and v l c t i m s  g e n e r a l l y  remain 

~onyulous • 

still other securities frauds resemble simple thefts. In these 

r e l a t i v e l y  J-~frequent c a s e s ,  money i s  sk inned  from a p u b l i c l y  t r a d e d  

company, mutual fund,  o r  o t h e r  i nves tmen t  v e h i c l e .  Thus, in  a case  

f r ~  D e t r o i t ,  the  o p e r a t i o n s  manager o£ a b roke rage  f i rm used  

cus tomers '  funds and h i s  e m p l o y e r ' s  s e c u r i t i e s  to  p l ay  the  marke t .  The 

defendan t  schemed a l o n e ,  had no c o n t a c t  a t  a l l  w i t h  the  f i r m ' s  c l i e n t s ,  

and caused l o s s e s  t h a t  were f u l l y  absorbed  by the  company he vorked 

f o r .  In  every  r e s p e c t ,  t h i s  case  looks  ve ry  much l~ke a bank 

embezzlement; the  de fendan t  used  someone e l s e ' s  money w i t h o u t  

author  ; - a t i o n .  

L~Li ta t ions  

Al l  r e s e a r c n  d e s i g n s  a re  r e s t r i c t e d  in  scae  f a s h i o n .  Before  the  

r e s u l t s  o£ t h i s  s tudy  a re  p r e s e n t e d ,  i t  i s  t h e r e f o r e  only  f a i r  t h a t  i t s  

most s i g n i f i c a n t  l i m i t a t i o n s  be i d e n t i f i e d .  F i r s t ,  p resentence r e p o r t s  

are completed fo r  on ly  a handfu l  o f  those  who a c t u a l l y  commit i l l e g a l  

a c t s .  Behavior t h a t  remained und i s cove red ,  u n r e p o r t e d ,  unincLtcted, o r  

u n s u c c e s s f u l l y  p r o s e c u t e d  went unana lyzed .  49 Second, no t  eve ry  a rguably  

v h i t e - c o l l a r  o f f e n s e  was in  the  s e n t e n c i n g  p r o j e c t ' s  c o l l e c t . t o n  o f  

cases. For example, bankrup tcy  f r aud  vas no t  s t u d i e d .  N e i t h e r  vas 

4e Host o£ the  c a s e s  I s t u d i e d  ve re  deve loped  du r i n g  the  Watergate  
p e r i o d  and the  yea r s  iaunediately f o l l o v i n q .  Nc~a t h a t  the  f e r v o r  
which then  g r ipped  the  Uni ted  S t a t e s  has s u b s i d e d ,  one may yonder  
whether p r o s e c u t o r i a l ,  or o t h e r ,  d e c i s i o n s  i n  the  middle s e v e n t i e s  
to a c t i v a t e  the  c r i m i n a l  j u s t i c e  system were r e p r e s e n t a t i v e  of  those  
made be fo r e  t h a t  t i m e - - o r  s i n c e .  
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conduct prosecuted a t  the s t a t e  l e v e l ,  or  i n  f e d e r a l  d i s t r i c t s  no t  

inc luded i n  the Ya le  san~ie .  The former i s  perhaps more t r o u b l i n g ,  f o r  

the f ede ra l  system processes a r a t h e r  p e c u i i a r  se t  o f  cr imes.  Only i f  

c r im ina l  a c t i v i •  c r o s s e s  s t a t e  bounda r i e s  or  a s p e c i a l  f e d e r a l  

i n t e r e s t  i s  i n j u r e d  can f e d e r a l  j u r i s d i c t i o n  be assumed. Thus, 
| 

burg la ry  and l a r c e n y ,  two q u i t e  co ,non  p r o p e r t y  o££enses ,  do no t  appear  

in  f e d e r a l  c o u r t s  u n l e s s  something  b e l o n g i n g  to  the  U.S. ~ v e r n m e n t  i s  

involved .  Bank embezzlements ,  no t  o t h e r  employee t h e f t s ,  b r i b e r y  o f  

f e d e r a l ,  r a t h e r  than  s t a t e  o f f i c i a l s ,  and p o s t a l  t h e f t ,  no t  o t h e r  forms 

o f  s t e a l i n g ,  were s t u d i e d  a t  Yale .  F i n a l l y ,  only  a c t s  deg ined  as  

c r im ina l  r e c e i v e d  s c r u t i n y .  This  means, i n t e r  a l i a ,  t h a t  v i o l a t i o n s  o f  

the c i v i l  law, and those  a d m i n i s t r a t i v e  r e g u l a t i o n s  f o r  v~Lch only  

c a v i l  remedies are  a v a i l a b l e ,  were ove r looked .  

The problems o f  u n d e t e c t e d  and unrecorded  crime have always 

plagued s t u d i e s  of  dev i ance .  And d e c i s i o n s  to  p r o s e c u t e ,  which f avo r  

cases more e a s i l y  i n v e s t i g a t e d  and t r i e d  (Rabin, 1971; ~o r r i son ,  1973; 

Weaver, 1977; Kate,  1979), have undoubted ly  shaped the m a t e r i a l s  a t  

hand, as have sampling c o n s i d e r a t i o n s  and the  a v a i l a b i l i t y  o f  f e d e r a l  

data.  That on ly  c r i m i n a l  csses were s tud ied  might  be deemed more 

c r i t i c a l ,  s ince so much o f  the w h i t e - c o l l a r  cr ime l i t e r a t u r e  cons iders  

of fenses sanct ioned a t  c i v i l  or  a d m i n i s t r a t i v e  l a y .  C e r t a i n l y ,  many 

such of fenses are wor th  examJJ~ng. But there  are sound reasons, too ,  

fo r  l i m i t i n g  c o n s i d e r a t i o n  to  cases a c t u a l l y  prosecuted by the Just ice  

Department, f o r  i t  i s  unc lea r  how one i s  to  se l ec t  nonc r im ina l  cases 

f o r  rev iew. A vas t  body o f  conduct,  o f  v a r y i n g  s o c i a l  and t h e o r e t i c a l  

import ,  i s  regu la ted  by a d m i n i s t r a t i v e  agencies.  & good deal  i s  r e a l l y  
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qu i te  r o u t i n e .  To t r y  to  take a l l  such behav io r  i n t o  account ,  as 

C l i na rd  and Yeagor {1980) have done i n  anot~.er ~,ontext,  i s  d i g £ i c u l t ,  

and i n v e s t s  much o.  ~ t h a t  b e h a v i o r  ~'it.h u n d e s e r v e d  s i g n i f i c a n c e .  

F u r t h e r ,  many see  nonc r4mina l  conduc t  as  m o r a l l y  n e u t r a l  (Kad4sh,  

1963).  Thouqh dig£eren~, p e r s o n s  would l a b e l  p a r t i c u l a r  

a d m i n i s t r a t i v e l y - c o n t r o l l e d  a c t i v i t i e s  " i m p o r t a n t , -  even  " m o r a l l y  

r e p r e h e n s i b l e , "  no r e a l  consensus  on such i s s u e s  e ~ s t a .  The 

r e s e a r c h e r  thus  runs  t he  r i s k  o2 s u b s t i t u t i n g  p e r s o n a l  b e l i e f s  f o r  

s o c i e t a l  v a l u e s  i n  c h o o s i n g  to  i n s p e c t  on ly  c e r t a i n  c a s e s .  In  s h o r t ,  

t h e r e  seems no ready  s u b s t i t u t e  f o r  t he  l i n e  divi~Ling c r 4 m i n a l  and 

noncrJ,  n i n a l  wor ld s ;  i t  i s  u n c l e a r  how one i s  to  i d e n t i f y  n o n c r i m i n a l  

cases  worth  l ooL ina  a t  and o t h e r s  s a g e l y  i g n o r e d .  

R e s t r i c t i o n s  must  be  acknowledged.  N e v e r t h e l e s s ,  t he  s e n t e n c i n q  

p r o j e c t ' s  m a t e r i a l s  a r e  more i n f o r m a t i v e ,  and t hus  more l i k e l y  to 

prov ide much needed i n s i g h t  i n t o  the na ture  o f  n o n v i o l e n t  economic 

cr ime,  than  those  employed by any p r e v i o u s  s t u d y .  Le t  us  b e g i n .  

& TYPOLOGY OF WHI~-COLI~R CRIME 

The crimes descr ibed i n  the p r o j e c t ' s  presentence ~ v e s t i g a t i o n  repor t s  

are e i t h e r  f raud,  t a k i n g ,  c o l l u s i o n ,  or  omiss ion.  The fou r  ca tego r ies  

cut  across s t a t u t o r y  boundar ies ,  cap tu r i ng  e s s e n t i a l  s i m i l a r i t i e s  i n  

o f fender  conduct and the na ture  o f  i n t e r a c t i o n  between p e r p e t r a t o r  and 

v i c t i m ;  they are m u t u a l l y  exc l us i ve  and exhaus t i ve  o f  the cases o f  

nonv io l en t  economic cr ime I have read.  Because behav io rs  w i t h i n  each 

are homogeneous, and the d i s t i n c t i o n s  between ca tego r i es  made in  terms 

of  ac tua l  conduct,  the t ypo logy  thus c o n s t i t u t e d  p rov ides  a conceptual  
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o u t l i n e  o f  w h i t e - c o l l a r  c r ime - -a  new way o f  l o o k i n g  a t  the 

phenomenon--far supe r i o r  to  the l e q a l  framework we now employ. But 

'~hat do f raud ,  t ak i nq ,  c o l l u s i o n ,  and omission mean? 

Defendants i n  f raud  cases make an i n t e n t i o n a l  m i s r e p r e s e n t a t i o n  or  

nondisc losure i n  o rder  t o  f o o l  the v i c t i m ,  a c t i n g  i n  r e l i a n c e .  The 
I 

l a t t e r  does something as a r e s u l t ;  a dec i s i on  i s  made on the bas is  o f  

the p e r p e t r a t o r ' s  f a l se  d i s p l a y - - t o  j o i n  s t r a n s a c t i o n ,  g i ve  away 

money, issue an a d m i n i s t r a t i v e  r u l i n g ,  e t c .  I have i d e n t i f i e d  th ree  

basic con tex ts  i n  which f raud  occurs.  In  the f i r s t ,  persons or  

o r g a n i z a t i o n s  submit  phony documents and o t h e r  m a t e r i a l s  i n  a p r o c e s s  

of  formal a p p l i c a t i o n  and r e v i e v ;  o r g a n i z a t i o n s  thus  v i c ~ e d  a re  

persuaded to  ex t end  something o f  va lue ,  o r  make a nonfinanclal 

de te rm ina t ion ,  on the bas is  o f  the f a l s e  i n f o r m a t i o n  the o f fende r  

p rov ides .  I n t e r a c t i o n  i n  such cases i s  r o u t i n i z e d  end impersona l ;  

o f ten ,  cmmun ica t i on  i s  e n t i r e l y  i n  w r i t i n g .  Conduct o f  t h i s  kJ.nd 

occurs  in  garden v a r i e t y  f a l s e  s t a t e m e n t s  and c r e d i t  and l e n d i ~  

i n s t i t u t i o n  cases, when ou ts ide  p a r t i e s  f i l e  f r a u d u l e n t  a p p l i c a t i o n s  

fo r  gover l - -ent  b e n e f i t s  or  bank l o ans .  Taxpayers  vho u n d e r r e p o r t  

income, or o v e r s t a t e  deduct ions or e x e i p t i o n s  to  reduce t h e i r  annual  

tax burden,  comnit  the same k ind  of  c r ime ,  as  do mai l  f r aud  d e f e n d a n t s  

vho apply fo r  c r e d i t  ca rds  or  i n su rance  from p r i v a t e  o rganJ .za t ions .  

Al l  these  f o l k  t r i c k  o r ~ n i z a t i o n s  i n t o  g i v i n q  up "someth ing  f o r  

no th ing . "  

Defendants i n  the second f raud  ca tegory  a lso  convince 

o rgan iza t ions  to  g ive up "something fo r  n o t h i n g . "  bu t  ac t  i n  a q u i t e  

d i f f e r e n t  s e t t i n g .  Here, merchandise i s  ordered and rece ived ,  bu t  no t  
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paid  f o r .  S t r u c t u r a l l y ,  such c a s e s  a re  no t  u n l i k e  those  above:  

e x t e r u a l  a c t o r s  l i e  to  o r q a n ~ a t i o n ~ .  The n a t u r e  o f  i n t e r a c t i o n  

between p e r p e t r a t o r  and vict4m i s  d i £ f e r e n t ,  however.  O r g a n i z a t i o n s  do 

not  review purchase  o r d e r s  i n  ~J~e same f a s h i o n  as they  do r e q u e s t s  f o r  

loans ,  o t h e r  o e n e f i t e ,  or  Judqments ,  l e q a l  and f a c t u a l .  The l a t t e r  a r e  

made wi th  documentr and accompanying da ta  t h a t ,  a t  l e a s t  i n  t h e o r y ,  a re  

s u b j e c t  to  c a r e f u l  s c r u t i n y ;  the  o r g a n i z a t i o n  ks d e c e i v e d  in  the  cou r se  

nf. i t s  review p . ' c e e s s .  When goods or  s e r v i c e s  a re  o r d e r e d  on c re~Lt .  

t he re  i s  no review p r o c e s s .  O r g a n i z a t i o n s  s imply r e a c t ,  v i t h o u t  

r e f l e c t i o n ,  uFon r e c e i p t  o f  the  o r d e r  form. They are  de_~rauded, bu t  on 

the bas is  o f  a l i e  t h a t  remains i m p l i c i t - - t h e  de fendan t ' s  promise to  

pay i s  never  kep t .  

kbsence o f  meaningfu l  r e v i e v  i s  no t  the on ly  f a c t o r  

d i f f e r e n t i a t ~ n q  t h e s e  f i r s t  two types  o f  f r aud .  I n t e r a c t i o n  can he 

much l e s s  Eormal in  the  second.  Communication between p e r p e t r a t o r  and 

v i c t im  i s  .~requently v e r b a l ,  e s p e c i a l l y  when both  are  b u s i n e s s  

o r g a n i z a t i o n s .  Thouqh a l l  c a s e s  o f  f r a u d u l e n t  purchase  coue to  us 

l abe l ed  as mai l  f r aud ,  those  a r i s i n g  in  connnercial  c o n t e x t s  a re  o f t e n  

bankruptcy f r auds .  Goods are  bouqht  on c r e d i t  and r e s o l d  a t  once f o r  

imnediate p r o f i t ,  as p r i n c i p a l s  s y s t e m a t i c a l l y  c o l l e c t  as much cash as 

poss ib le  before  l e a v i n g  the i n s o l v e n t  e n t e r p r i s e  beh ind.  

Those who persuade  v i c t i m s  to  buy "no th ing  fo r  something" commit a 

t h i r d  v a r i e t y  of  f r aud .  I n d i v i d u a l s  and o r g a n i z a t i o n s  e re  he re  l ed  to  

purchase t h ings  f o r  more than such p roduc t s  are  worth .  V i r t u a l l y  every  

o f f ense  in  t h i s  c a t e g o r y  i s  conduc ted  by means, or wi th  the  a s s i s t a n c e ,  

of formal  o r g a n i z a t i o n .  Perhaps t h i s  i s  why many show signs o f  
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c a r e f u l l y  de s igned ,  s o p h i s t i c a t e d  i m p r e s s i n n  management s t r a t e g i e s .  

Frauds of  t he  t h i r d  k ind  may invo lve  c l o s e  e n c o u n t e r s  be tween de fendan t  

and v i c t i m ,  or  p roceed  on a more impersona l  b a s i s ,  as  i t ems  as  d i v e r s e  

as gold  mines ,  f r a n c h i s e s ,  s h a r e s  o f  s t o c k ,  r e t i r e m e n t  homes, even 

carbon paper ,  a re  s o l d  en masse.  They i nc lud e  ma l t ,  w i r e ,  and 

s e c u r i t i e s  [ raud  c a s e s .  

Taking i s  t h e f t .  I t  may be d i s t i n g u i s h e d  from f r a u d  on grounds 

t h a t  i t s  v i c t i m s  do not  r e a c t  to  f a l s e  d i s p l a y  or 

m i s r e p r e s e n t a t i o n - - s o m e t h i n g  i s  taken from the  v i c t i m ,  no t  g iven ,  w i th  

(misplaced)  r e l i a n c e ,  to  the  d e f e n d a n t .  T y p i c a l l y .  or  m u ~ t ~ t i o n s  a r e  

v i c t i m i z e d  by one o f  t h e i r  employees in  t h e s e  c a s e s ,  as  workers  s e i z e  

money or o t h e r  goods b e l o n g i n g  to  the  o r g a n i z a t i o n  or  i t s  cus tomers .  

Most such c a s e s  a re  p r o s e c u t e d  as bank embezzlement ,  a fe~ as  

s e c u r i t i e s  f r aud .  One shou ld  a l s o  add t h a t  most a re  co mp a ra t i v e l y  

uncomplicated a f f a i r s .  Only a few demand more than the  s imple  

manipu la t ion  o f  ~ m d s ,  r e c o r d s ,  or equipment .  

Other t a k i n g s  do no t  i nvo lve  s e i z u r e  o~ c o n t r o l  so much as i l l e g a l  

r e t e n t i o n .  Of fende r s  he re  keep money t h a t  has  e n t e r e d  t h e i r  p o s s e s s i o n  

l awfu l ly .  &gain, c r imes  are  r e l a t i v e l y  s t r a i g h t f o r w a r d ;  i t  i s  l e s s  

l i k e l y ,  however, t h a t  employers  w i l l  be the  immediate v i c t i m s  o f  such 

conduct .  Cases i n  t h i s  c a t e g o r y  are  p r o s e c u t e d  as  embezzlement,  mai l  

f raud and, when w i t h h e l d  income and s o c i a l  s e c u r i t y  t a x e s  are  not  s e n t  

on to the IRS, tax  evas ion .  

Some t ak ings  of  money and p r o p e r t y  are  accompl i shed  by f o r c e ;  

t h e f t  i s  made p o s s i b l e  by abuse of  the a u t h o r i t y  i n v e s t e d  in  o n e ' s  

p o s i t i o n ,  or by raw economic power, r a t h e r  than the a c t o r ' s  l o c a t i o n  in  
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an o r g a n i z a t i o n  or  net~mrk o f  r e l a t i o n s .  Such t a k i n g s  come from the  

statutory categories w~_ call mall £raud. ~ribery, and antitrust. 

Fraud and tak ing  cmy be camn:Ltt~d by defendants a . : t ing alone or  i n  

unison.  CoL!usion--Che u n f o r c e d ,  h idden  c o o p e r a t i o n  o f  p a r t i e s  who e re  

supposed to  be a d v e r s a r i e s  or  a t  arms l eng th - -demande  c o l l e c t i v e  

a c t i o n .  In one type ,  p e r s o n s  vho a re  r e q u i r e d  to  e x e r c i s e  f a i r  and 

~ p a r t i a l  juc~nent are bouqh t - - f o r  a p r i c e ,  they p lay  f a v o r i t e s .  Such 

i nd i v i dua l s  inc lude government o f f i c i a l s ,  bank employees who ~ncv ing ly  

approve f raudu len t  loan requests,  and vorkers in  qovernment and p r i v a t e  

indust ry  who Cake k ickbacks,  d i r e c t i n g  t h e i r  employer 's  business to  

cer ta in  p a r t i e s  in  re tu rn .  These cases are found among Chose labe led  

b r i be . y ,  ma i l  f raud,  tax  evasion, embezzlement, c r e d i t  and lend ing  

fraud, and fa lse  c la ims and staten~ents. 

The c o n s i d e r a t i o n  f o r  t h e s e  c o l l u s i v e  agreements  i s  monetary;  i n  

o t h e r s ,  i t  i s  nmtual  r e s t r a i n t ,  as c o m p e t i t o r s  agree  Co r e f r a i n  from 

compe t i t i on .  P r i c e s  a r e  f i x e d ,  t e r r i t o r i e s  d i v i d e d ,  custcweers and 

accounts parce led out ,  b ids  set  in  advance. Both the genera l  pub l i c  

and spec i f i c  consumers may be v i c t i m i z e d  by such conduct which, 

prosecuted most f r equen t l y  as a n t i t r u s t  a c t i v i t y ,  i s  a lso -~ound in  ma i l  

f raud and b r i b e r y  cases. 

In the classes thus fa r  reviewed, of£enders act  a f f i r m a t i v e l y ;  

they l i e ,  cheat, s t ea l ,  or  co r rup t .  Yet there are w h i t e - c o l l a r  crimes 

in vhich the c u l p r i t  does noth ing  a t  a l l .  I c a l l  these omissions, f o r  

they ~ v o l v e  the re fusa l  or neg lec t  o f  a duty to  perform. There a r e n ' t  

many omissions in  the sentencinq p r o j e c t ' s  f i l e s ;  most prom£nent are 

refusals  Co f i l e  tax re tu rns ,  and to t e s t i f y  or produce subpoenaed 
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ev idence .  Because such c a s e s  a re  J ~ f r e q u e n t ,  I do n o t  t r e a t  them i n  

g r e a t e r  d e t a i l ,  c o n c e n t r a t i n g  i n s t e a d  on t he  t h r e e  r e a l l y  sJ, q~L£ican t  

v ~ t t e - c o l l a r  c a t e g o r i e s .  In  each o£ the  n a t  t h r e e  c h a p t e r s ,  t hen ,  I 

more t ho rough!y  e x p l o r e  f r a u d ,  t a k i n g ,  and c o l l u s i o n .  



Chapter I I I  

F R A U D S  

Fraud v i c t i m s  are  t r i c k e d  i n t o  do ing  someth ing .  They a re  taken  in  by a 

"miss ta tement  of  r e a l i t y " - - l e d  to  b e l i e v e  t h a t  t he  company's  s tock  i s  a 

gocd bu F, t h a t  the  f r a n c h i s e  f o r  s a l e  w i l l  be a b i g  moneymaker, t h a t  

the a p p l i c a n t  i s  indeed  a s a f e  c r e d i t  r i s k - - a n d  they  a c t  on t h a t  b a s i s .  

Fraud always i n v o l v e s  a m i s r e p r e s e n t a t i o n  or  n o n d i s c l o s u r e  s p e c i f i c a l l y  

des ianed to  f o o l  a pe r son  a c t i n g  in  r e l i a n c e .  One might  e x p e c t  conduct  

de f ined  so g e n e r a l l y  t o  appear  i n  many g u i s e s  b u t ,  when s t r u c t u r e  and 

con ten t  are  ana lyzed ,  the  f r auds  in  the  p r o j e c t ' s  f i l e s  r e a l l y  form 

only th ree  c a t e g o r i e s ,  each c h a r a c t e r i z e d  by a d i f f e r e n t  k ind  o f  

i n t e r a c t i o n  between p e r p e t r a t o r  and v i c t ~ n .  

In the f i r s t  o f  t h e s e ,  i n t e r a c t i o n  i s  r o u t i n ~ e d ,  t a k i n g  p l a c e  

between one or more e x t e r n a l  a c t o r s  and a s i n g l e  v i c t i m  o r g a n i z a t i o n .  

Outs iders  submit  m a t e r i a l s  fo r  formal  o r g a n i z a t i o n a l  rev iew;  t hese  a re  

processed in a manner specif ied in advance by the v i c t im .  But the 

defendant's p resen ta t ion ,  made in  w r i t i n g ,  which may be a request fo r  

cash, c r e d i t ,  or a determinat ion ,  l ega l  or f a c t u a l ,  i s  made w i th  fa lse  

pretenses z i t  has been i n t e n t i o n a l l y  designed to deceive.  Such 

a c t i v i t i e s  are  f r a u d u l e n t  s u b m i s s i o n s .  

The second c a t e g o r y  i s  s t r u c t u r a l l y  l i k e  the  f i r s t ;  t h e s e  cr imes 

also invo lve  e x t e r n a l  a c t o r s  and a s i n g l e  v i c t i m  o r g a n i z a t i o n .  I c a l l  

these f r a u d u l e n t  p u r c h a s e s ,  f o r  pe r sons  o r d e r  merchandise  bu t  f a i l  to  

- 8 9  - 
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pay t h e i r  b i l l .  I n t e r a c t i o n  in  t h i s  second c a t e g o r y  may be r o u t i n e ,  as 

when goods a re  o r d e r e d  through the  m a i l ,  o r  more in£©rmal, as in  

everyday b u s i n e s s  t r a n s a c t i o n s .  Unl ike  Chose harmed in  ca ses  o f  

f r audu len t  suba~ss ion ,  pu rchase  v i c t i m s  s imply  r e a c t ,  w i thou t  

r e f l e c t i o n  or  c a r e f u l  r e v i e v ,  to  the  o E f e n d e r ' s  p r e s e n t a t i o n .  
t 

Frauds i n  the  f i n a l  c a t e g o r y  may be aimed a t  e i t h e r  i n d i v i d u a l s  or  

o r g a n i z a t i o n s ,  and o.:ton c la im many v i c t i m s .  Here,  v i c t i m s  a re  

persuaded to  buy someth ing .  Mis led  by the  way the  i tem i s  p r e s e n t e d ,  

they l ea rn  con l a t e  t h a t  what they  nou have i s  no t  what they  though t  

they purchased .  5uc~ c r imes  are  f r a u d u l e n t  s a l e s .  

FgAUDUL~rf SU~qlSSIOHS 

Orqaniza t ions  v i c t ~ L t z e d  by f r a u d u l e n t  submiss ions  make a d e c i s i o n  on 

the b a s i s  o f  an o u t s i d e  p a r t y ' s  m i s r e p r e s e n t a t i o n s .  Some o f  t h e s e  

d e c i s i o n s  concern  the  t r a n s f e r  o f  cash or  e x t e n s i o n  o f  c r e d i t ;  o t h e r s  

have no immediate f i n a n c i a l  i m p l i c a t i o n s .  ~11 are  p r o d u c t s  o f  a 

d e c e i t f u l  r e q u e s t ,  f o rma l ly  p r e p a r e d  and p r e s e n t e d .  

Dec i s ions  r e g a r d i n g  cash  or  c r e d i t  a re  more h e a v i l y  r e p r e s e n t e d  in  

the s e n t e n c i n g  p r o j e c t ' s  c o l l e c t i o n  oE £raudulont  s u b m i s s i o n s .  Those 

made by f f n a n c i a l  i n s t i t u t i o n s  f a i l i n g  v i c t i m  to  c r e d i t  f r aud  are  good 

examples; f a l s e  i n f o r m a t i o n  r e g a r d i n g  i d e n t i t y ,  r e s o u r c e s ,  or 

c o l l a t e r a l  i s  p rov ided  to  f o o l  the  bank i n t o  t ak i n g  the loan a p p l i c a n t  

for  a person  (or  b u s i n e s s )  o f  s u b s t a n c e .  Appearance,  no t  r e a l i t y ,  i s  

~ p o r t a n t ;  a p p l i c a n t s  manage p r e s e n t a t i o n s  to  ~ p r e s s  bank o f f i c i a l s  in  

:just the r i g h t  fash ion ,  to  convince them oE c r e d i t  vo r t h t~ess ,  to  v i n  
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approval  o f  u n d e s e r v e d  l o a n s . s o  

Take t h e  c a s e  o f  an i n s u r a n c e  u n d e . - v r i t i n g  company~ on the  b r i n k  

~f co l l apse ,  whose p r e s i d e n t  and maJo r i : y  s tockho lde r  tu rned  to  a l o c a l  

bank. f o r  h e l p .  Before  do ing  so ,  however ,  he d i r e c t e d  t h a t  c a s h  on hand  

be o v e r s t a t e d ,  t h a t  t h e  s e c r e t s r y - t r e a s u r e r  s i m p l y  i gno re  a bad h a l f  

~ l l i o n  d o l l a r  l o a n ,  and t h a t  o t h e r  u n c o l l e c t a b l e  d e b t s  he  e n t e r e d  a s  

accounts r e c e i v a b l e  (making i t  appear as thouqh they  would be pa id  

~ e n t s r i l y ) .  ~11 t h i s  made the f i n a n c i a l  s ta tements s.u~gort inq the 

company's a p p l i c a t i o n  f o r  its own $450,000 loan look  v e r y  good indeed.  

They d i d n ' t  look q u i t e  so  good when t he  company d e f a u l t e d .  

& Brooklyn r e s i d e n t  d id  mu-_h ~he same t h i n g  w i t h  t h r e e  s e p a r a t e  

loan a p p l i c a t i o n s  to  t he  same hank .  Only no t  so  a r t f u l l y .  With each  

request,  the defendant  p rov ided  f a l s e - - a n d  c o n f l i c t i n g - - i n f o r m a t i o n  

concerning h i s  age, address, jab, and w i f e ' s  i d e n t i t y .  The bank 

n o t i c e d  t h e s e  d i s p a r i t i e s  i H n e d i a t e l y  and r e p o r t e d  the  m a t t e r  to  t he  

FBI. & Texan was more s u c c e s s f u l .  He r e c e i v e d  a home improvement  l oa n  

of $1850, hav ing shown the bank a f i c t i t i o u s  c o n t r a c t  f o r  work to  be 

a l l e q e d l y  performed on h is  d w e l l i n g .  Another  f e l l o w  used a f a l se  name 

and o f f e red  a d d i t i o n a l  m i s i n fo rma t i on  rega rd ing  h i s  address, 

employment, and assets on f i v e  a p p l i c a t i o n s ,  r ep resen t i ng  h imse l f  as 

the p r e s i d e n t  o f  a t r a d e  company and owner o f  an a p a r t m e n t  b u i l d i n g .  

His immediate  e f f o r t s  n e t t e d  a t o t a l  o f  $57 ,500 .  Th i s  d e f e n d a n t  was 

a l so  s a i d  to  have o b t a i n e d  or  c r e a t e d  d r i v e r ' s  l i c e n s e s ,  s o c i a l  

sl " Impression management" and " p r e s e n t a t i o n  o f  s e l f "  are,  o f  course, 
Er r ing  Goffman's terms; much o f  t h i s  e n t i r e  d iscuss ion  i s  indebted 
to h is  yo rk .  In p a r t i c u l a r ,  see Goffman (2959, 1969, 1974). 
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s e c u r i t y  c a r d s ,  t a x  r e t u r n s ,  d i s c h a r g e  p a p e r s ,  and c r e d i t  c a r d s ,  a s  

v e i l  a s  phony c o r p o r a t e  d o c u m e n t a t i o n ,  to  ~ r t h e r  an e n t i r e  s e r i e s  o f  

f r a u d u l e n t  l o an  and s e c u r i t i e s  schemes .  He u se d  a t  l e a s t  s e ve n  

d i f f e r e n t  i d e n t i t i e s  to  c h e a t  banks  o f  an a d d i t i o n a l  $200,G00 or  so  

dur ing  the  two and o n e - h a l f  y e a r s  t h e s e  were in  p r o g r e s s .  
0 

Obvious ly ,  t he  s k i l l  with which presentations a r e  made v a r i e s .  

But i t  i s  s u r p r i s i n g  how l i t t l e  p r e s e n t a t i o n a l  s k i l l  seems t o  m a t t e r .  

Nany c a s e s  s u g g e s t  t h a t  banks  b a r e l y  check  an a p p l i c a n t ' s  s i g n a t u r e  

before  open ing  t h e i r  v a u l t s .  One p e r s o n ,  w i t h  e i g h t  p r e v i o u s  a r r e s t s ,  

gave a f a l s e  name and a d d r e s s ,  f i c t i t i o u s  f a t h e r ' s  name, and phony 

c r e d i t  r e f e r e n c e s  on en a p p l i c a t i o n  f o r  a $900 m o t o r c y c l e  l o a n .  The 

loan was approved .  & s e v e n  t ime l o s e r  used on a u t o m o b i l e  as  s e c u r i t y  

for  a p e r s o n a l  l oon ;  he v a l u e d  t he  c a r  a t  $1600 and s a i d  i t  was b e i n g  

used d a i l y .  In  f a c t ,  t he  heap was r u s t i n g  q u i e t l y  on a l o c a l  u se d  c a r  

l o t ,  e n g i n e l e s s ,  and would have gone q u i c k l y  to  the  first buye r  w i t h  a 

spare hundred d o l l a r s .  The bank d i d  f i n d  o u t - - a f t e r  i t  had t o  d e c l a r e  

the loan u n c o l l e c t a b l e .  

Such b e h a v i o r  i s  no t  l i m i t e d  to  p e r s o n a l  loan  c a s e s .  A group o f  

de fendan t s  f i l e d  a s e r i e s  o f  l oan  a p p l i c a t i o n s  w i th  Chicago a r e a  banks  

over a two y ea r  p e r i o d  to  r a i s e  funds  f o r  t h e i r  a u to  i n s u r a n c e  

b u s i n e s s .  The l oan  p a p e r s  were i n  n e a r l y  p e r f e c t  o r d e r ;  i t  was j u s t  

t h a t  each a p p l i c a t i o n  f a i l e d  to  men t ion  any o f  the  o t h e r ,  o u t s t a n d i n g  

loans the d e f e n d a n t s  had r e c e i v e d .  S e v e r a l  hundred  t h o u s a n d  d o l l a r s  

was l o s t  as  a r e s u l t .  Another  p e r s o n  was c o n v i c t e d  f o r  s t a t i n g  on a 

b u s i n e s s  loan  a p p l i c a t i o n  t h a t  he owned t h r e e  c a r s ,  i n c l u d i n g  a l a t e  

model C o r v e t t e ,  and h e l d  t i t l e  to  c e r t a i n  r e a l  p r o p e r t y .  (He owned 
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only a '67 Ford,  and the  p r o p e r t y  i n  f a c t  b e l o n g e d  to  r e l a t i v e s . )  He 

at  the seine t ime ove rva lued  equipment  in  h i s  p i z z e r i a  by 25096. This  

en t r ep reneur  vas rewarded wi th  a $S000 check from the bank and, 

even tua l ly ,  e i g h t e e n  months beh ind  b a r s .  

While the  f i r s t  case  above vou ld  s u g g e s t  t h a t  o r g a n i z a t i o n s  

o c c a s i o n a l l y  make use o f  t h e i r  employees '  t a l a n e a  to  t a i l o r  

p r e s e n t a t i o n s  more c a r e f u l l y ,  c o r p o r a t e  schemes a r e ,  ~n g e n e r a l ,  no 

more s o p h i s t i c a t e d  or  d a r J ~ j  than  ~.hose o£ u n a f f i l i a t e d  a p p l i c a n t s .  

Indeed, a l l  t h e s e  c r imes ,  i n d i v i d u a l  and c o r p o r a t e ,  a re  c o n c e p t u a l l y  

i d e n t i c a l ;  the  r e l a t i o n s h i p  between o f f e n d e r  and v i c t i m ,  and U~e 

behavior  of  each,  a re  everywhere the  same. I t  i s  n e v e r t h e l e s s  

abundant~.y c l e a r  t h a t  the  c a s e s  o£ middle  c l a s s  a p p l i c a n t s  and those  

vhose loan r e q u e s t s  a re  made e i t h e r  on b e h a l f  o f  o rgan iza tLons  or  

v i t h i n  o r g a n i z a t i o n a l  c o n t e x t s  a re  q u a n t i t a t i v e l y ,  i f  no t  

q u a l i t a t i v e l y ,  d i f f e r e n t  from the  r e s t .  The " s o c i a l l y  p r e s e n t a b l e "  

are ,  in  g e n e r a l ,  accorded  a s i g n i f i c a n t l y  g r e a t e r  degree  o f  t r u s t  than  

those who do not  conform to  a~ddle  c l a s s  norms, and thus  r e c e i v e  l a r g e r  

and more numerous loans  over  l onge r  p e r i o d s  o£ t ime than t h e i r  l e s s  

fo r tuna te  c o u n t e r p a r t s .  This i s  most apparen t  in  cases  £nvolv ing  

corpora te  a c t o r s  (who a re ,  ! thJ_~k, pres tmq0t ively  middle c l a s s  in  the  

eyes o£ t h e i r  b e h o l d e r s ) .  One such de fendan t  e n t e r e d  i n t o  a f a c t o r i n g  

agreement v i t h  a l e a d i n g  coalnerc ia l  bank in  the  Southern  D i s t r i c t  of  

Nev York. The l a t t e r  promised  to  g ive  the f i rm a p e r c e n t a g e  o f  the 

face value o f  i t s  i n v o i c e s ,  e x p e c t i n g  to  r e c e i v e  the f u l l  amount of  

these b i l l i n g s  once customer payment gas  a c t u a l l y  made. The b i l l i n g s  

the bank saw, however, bore  no r e l a t i o n  to  a c t u a l  o r d e r s ;  the  company's  
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statements were e i t h e r  i n f l a t e d  to  r e f l e c t  much l a r qe r  sh~nents  than 

vere in  fac t  sent out ,  or  were sLmpiy c r e a t e d - - a l l  to  su~jest  tha t  

business was boaninq and to c o l l e c t  as much as poss ib le  from w i l l i n g  

bank o f f i c i a l s .  The bank advanced the defendant $1.2 m i l l i o n  in  seven 

months. How o f ten  would the same bank do t h i s  f o r  an Lndiv idual?  
t 

Instances in  which businesses r o u t i n e l y  forvarded phony promissory 

notes and loan app l i ca t i ons  to banks on beha l f  o f  "customers" prov ide 

fur ther  evidence o f  the apparent susceptJ_~)il i ty o f  banks to  t h i s  so r t  

of ca~mercial p loy .  In one case, 47 forged pro.~issory notes were 

presented to a bank by an insurance company over a tan month pe r iod ;  

the bank l o s t  $83,000. 

Other prosecut ions g ive evidence o f  the pover o f  the corporate 

form. One, from Naryland, invo lved  "double f inanc ing"  by an automobile 

d e a l e r ;  the  d e f e n d a n t  u s e d  the  same c a r  a s  c o l l a t e r a l  on s e p a r a t e  l o a n  

a p p l i c a t i o n s  to two d i f f e r e n t  b a n k s ,  d e f r a u d i n g  them i n  s e v e r a l  months  

o f  $400,000.  ~m £ n d i v i d u a l  from G eorg i a  who a l s o  u s e d  the  same c a r  a s  

c o l l a t e r a l  on three bank loans was able to gain on ly  $16,000 in  t h i s  

fashion. Several corporate loan frauds ne t ted  hundreds of  thousands o f  

do l l a rs ;  no personal  loan case exceeded f i v e  f i qu res ,  and many di~ not 

exceed three. 

Perhaps the d i f fe rence  in  scale betveen personal  end business 

loans is  shown most c l e a r l y  in  the case o f  a Ca l i f o rn ian°  who app l ied  

to  the  same bank f o r  b o t h  a p e r s o n a l  end a b u s i n e s s  l o a n ,  o f f e r i n g  

phony p e r s o n a l  t a x  r e t u r n s  a s  e v i d e n c e  o f  h i s  s e c u r e  f i n a n c i a l  

s t a n d i n q .  The p e r s o n a l  l o a n  was f o r  SlO,O00; the  c o r p o r a t e  l o a n  v a s  

fo r  $150,000.  N e i t h e r  was r e p a i d .  
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The s o c i a l  s t a t u s  o f  i n d i v i d u a l  a p p l i c a n t s  i s  an J~por tant .  f a c t o r .  

too. Host lower c l a s s  d e f e n d s . i s  do n o t  even t r y  to  s u b s t a n t i a t e  c l a ims  

reqard ing  a s s e t s ,  employment, and the  l i k e .  T h e i r  a p p l i c a t i o n s  are  

thus o f t e n  r e j e c t e d  innnedia te l¥ .  Even when approved,  l oans  to  the  poor  

are g e n e r a l l y  sma l l ,  c o n s i d e r a b l y  s m a l l e r  than  those  made to  m~re 

comfor table  i n d i v i d u a l s .  Too, m4ddle c l a s s  p e r s o n s  a re  ~'ore l i k e l y  to  

use the t r a p p i n g s  o f  an o c c u p a t i o n a l  r o l e  t o  f a c i l i t a t e  c r i m i n a l  

behavior .  The case  o f  a ~ m a n  employed as a s av in g s  ban~. s e c r e t a r y  

i l l u s t r a t e s  t h i s .  Using m a t e r i a l s  a v a i l a b l e  on he r  j ~ ) ,  t h i s  d e f e n d a n t  

c r ea t ed  e n t i r e l y  new passbooks  and d u p l i c a t e d  those  o r i g i n a l l y  i s s u e d  

to her  and members o f  he r  f ami ly .  Both d u p l i c a t e  and n e w l y - c r e a t e d  

passbooks were then  used  as  c o l l a t e r a l  to  o b t a i n  a s e r i ~ s  o f  f o u r t e e n  

persona l  loans  from a n o t h e r  bank. The d e f e n d a n t ' s  employer r o u t i n e l y  

a f f i rmed t h a t  passbooks  p r e s e n t e d  to  the  l e n d i n g  i n s t i t u t i o n  were" 

va l i d ,  wi thou t  r e a l l y  check ing ,  ks a r e s u l t ,  the  de fendan t  r e c e i v e d  

~ore than $35,000. 

The f a l s e  c l a~ns  c a s e s  t e l l  the  same s t o r y .  Here, too ,  f r a d u l e n t  

a u p l i c a t i o n s  fo r  the  v i c t ~ n  o r g a n i z a t i o n ' s  b e n e f i t s  a re  f i l e d  b¥ an 

ex te rna l  a c t o r .  While the  c a s e s  are  r e l a t i v e l y  d i v e r s e ,  t hose  

involv;_ng middle c l a s s  o f f e n d e r s  in  bona f i d e  o c c u p a t i o n a l  r o l e s ,  o r  

the o r g a n i z a t i o n s  in  which such p e r s o n s  work, a re  f a r  mare i n t e r e s t i n g  

than those  which do n o t .  Consider  t hese  r a t h e r  f l a g r a n t  examples z 

1. Nine medical  c l i n i c s  in  Hew York C i ty ,  owned and o p e r a t e d  by 

two c h i r o p r a c t o r s  and c e r t a i n  u n i n d i c t e d  c o - c o n s p i r a t o r s ,  bu t  hous ing  

over 130 medical  p r o v i d e r s  o f  v a r i o u s  k inds ,  i n c l u d i n g  d o c t o r s  and 

d e n t i s t s ,  were the  c e n t e r  o f  a mass ive  medica id  f r aud  in  the  e a r l y  
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s e v e n t i e s .  P a r t i c i p a t i n g  p r o f e s s i o n a l s  were encouraged to  r e f e r  

p a t i e n t s  to  v a r i o u s  s p e c i a l i s t s  u n n e c e s s a r i l y  (a p r a c t i c e  knovn as 

. p i n q - p o n g i n g " ) ,  t o  o rde r  unneeded l a b o r a t o r y  t e s t s ,  and to  submit  

-_nt_trely f i c t i t i o u s  m e ~ c a i d  i n v o i c e s  (knovn as . p a d d i n g " ) .  

Opening the cl inics r e q u i r e d  l i t t l s  c a s h ;  u s u a l l y ,  $5000 was 

s u f f i c i e n t .  The d e f e n d a n t s  needed on ly  to  r e c r u i t  p h y s i c i a n s  and o t h e r  

medical  p e r s o n n e l ,  most o f  whom never  b o t h e r e d  to  show up a t  the 

c e n t e r s .  I n v o i c e s  were a c t u a l l y  ¢ c ~ p l e t e d  by the  e z - u i f e  o f  one o f  the  

owners, s* or  a s e n i l e  doc to r  r e c c u i t e d  f o r  the  t a s k .  Towards the  end 

of  the f raud ,  the c l i n i c s  became more s h e l l s ;  even p a t i e n t s  no longe r  

appeared.  

2. k Bap t i s t  church in  Georgia, l i censed  to operate feed ing 

programs fo r  poor,  preschool  ch i l d ren ,  cheated the Department o f  

Aqr i cu l tu re  o f  near ly  $900,000 between 1969 and 1973. The church 

accomplished t h i s  by o v e r s t a t i n g  the number o£ meals i t  served and 

i n f l a t i n g  food and labor  costs .  For example, the defendants i nd i ca ted  

they had d i s t r £ b u t e d  1.9 m i l l i o n  meals  b e t v e e n O c t c h e r  1971 and Ju ly  

1973. In f a c t ,  as a n a l y s i s  o f  t h e i r  milk p u r c h a s e s  r e v e a l e d ,  only  

200,000 meals ve re  s e rved  du r ing  t h e s e  months.  While cooks were 

a c t u a l l y  pa id  l e s s  than $20,000 over  the  e n t i r e  p e r i o d ,  re~nbursement  

vouchers f i l e d  wi th  the USD& cla imed payments o f  $385,000. 

sl This de fendan t  kept  a c a r e f u l  r e co rd  o f  every  f a l s e  i n v o i c e :  t h i s  
record ,  coupled  wi th  her  t e s t imony ,  he lped  make the  gove rnmen t ' s  
c a s e ,  
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Other  f i r s t  o r d e r  f a l s e  s t a t e m e n t s  c a s e s  c o u l d  be d e s c r i b e d .  

~ga in ,  t h e r e  i s  n o t h i n g  n o v e l ;  none o~ t h e s e  d e f e n d a n t s  i n v e n t e d  new 

t e c h n i q u e s  o r  en~er~,d u n c h a r t e d  t e r r i t o r y .  The b e n e f i t s  o f  o c c u p a t i o n  

or o r ~ u t i z a t i o n  s i m p l y  p e r m ~ t t s d  the~  to  do t he  same o l d  t h i n g s  i n  a 

b ig  way. To a c e r t a i n  e x t e n t ,  t h e  c a s e s  s u g g e s t  t h a t  midd le  c l a s s  o r  

w h i t e - c o l l a r  s t a t u s  c o n f e r s  s i m i l a r  a d v a n t s g e s .  ~ o u t  40% o f  t he  

d e f e n d a n t s  who mode f a l s e  s t a t e m e n t s  on t h e i r  own b e h a l f  were c l e a r l y  

lower c l a s s  and had p r i o r  a r r e s t  r e c o r d s .  But ,  a s  w i th  c r e d i t  and 

l end inq  fraud0 v i c t i m  o r g a n i z a t i o n s  l o s t  much. l e s s  a t  t he  hands  o£ 

these  peop le  t~lan midd le  c l a s s  o f f e n d e r s .  

Whether p r o s e c u t e d  as  c r e d i t  f r a u d ,  o r  .Calse c l a i m s  and 

s t a t e m e n t s ,  the  c a s e s  i n  which H~O i s  v i c t i m i z e d  a r e  a n a l o q o u s .  Look 

how two mor tgage  companies  combined f o r c e s  to  c h e a t  RUD and t he  VA o f  

app rox ima te ly  $50,000 i n  a y e a r ' s  t ime .  P r o s p e c t i v e  home b u y e r s  were 

t o ld  to f o r g e t  abou t  n e q a t i v e  c r e d i t  i n f o r m a t i o n  when f i l l £ n g  ou t  t h e i r  

a p p l i c a t i o n s .  I f ,  d e s p i t e  t h i s  p r e c a u t i o n ,  the  c r e d i t  r e p o r t  f o r  a 

customer t h r e a t e n e d  r e j e c t i o n  o f  mortgaqe i n s u r a n c e ,  a s econd  r e p o r t  

was o rde red  from a c r e d i t  r e p o r t i n g  agency  ~ o w n  f o r  i t s  l e s s  t h a n  

comple te ly  t ho rough  r e s e a r c h  me thods ;  to  make t h i n g s  more c e r t a i n ,  on ly  

a few of  the  liabilities found by t he  f i r s t  agency  would be d i s c l o s e d  

to t h i s  s u b s t i t u t e .  The o t h e r  s i d e  o f  the  a p p l i c a n t ' s  l e d g e r  was 

a t t ended  t o ,  as  w e l l .  N o n e x i s t e n t  or  i n t ' l a t e d  a s s e t s  were l i s t e d  on 

HUD snd VA forms to  make each c l i e n t  look l i k e  a s a f e  b e t .  Th i s  e n t i r e  

scheme was p u t  i n  mot ion  by the  f i r s t  company ' s  S e a t t l e  b r a nc h  manager ;  

when the two c o r p o r a t e  d e f e n d a n t s  dec ided  to work t o q e t h e r ,  t h i s  

i n d i v i d u a l  " l e n t "  the  o t h e r  f i r m  the  s e r v i c e s  o f  one o f  h i s  loan  

o f f i c e r s - - t o  t each  the  j u n i o r  p a r t n e r ' s  employees  t h e i r  new t r i c k s .  
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Like the  "double f i n a n c i n g "  ca r  d e a l e r  who f i l e d  a whole s e r i e s  o f  

f r audu len t  loan  a p p l i c a t i o n s  over  s p e r i o d  o f  months,  t h e s e  

o r g a n / z a t i o n s  o p e r a t e d  c o n t i n u o u s l y ,  t a k i n g  advantage o f  the ~ac t  t h a t  

each ne~ customer  p r e s e n t e d  a f r e s h  o p p o r t u n i t y  to  d e c e i v e .  

I nd iv idua l s  normal ly  d o n ' t  have the  chance to  p e r s i s t e n t l y  d e f r a u d .  
t 

Too, the de fendan t  o r g a n i z a t $ o n s  were a b l e  t o  e n l i s t  ano the r  c o r p o r a t e  

a c t o r - - t h e  second c r e d i t  a q e n c y - - t o  a s s i s t  t h e i r  scheme. Would an 

i nd iv idua l  know the  second firm ran a s l i p s h o d  o p e r a t i o n ?  Perhaps  more 

to  the p o i n t ,  cou ld  an i n d i v i d u a l  have g e n e r a t e d  enough b u s i n e s s  to  

make i t  worth the  a g e n c y ' s  wh i l e  to  be l e s s  than p a i n s t a k i n g  in  i t s  

c r e d i t  search?  Almost s u r e l y  n o t .  Though I have here  gone beyond the  

in format ion  c o n t a i n e d  in  the  c a s e ' s  p r e s e n t e n c e  r e p o r t s ,  such 

s p e c u l a t i o n  i s  no t  i d l e .  There must be many i n s t a n c e s  i n  which 

o r g a n i z a t i o n a l  i n t e l l i g e n c e  and economic l e v e r a g e  f a c i l i t a t e  c r i m i n a l  

a c t i v i t y .  

Another f r a u d u l e n t  submiss ion  c s s e  from the West Coast  h / g h l i g h t s  

HUD's apparen t  v u l n e r a b i l i t y  to  such g o i n g s - o n .  Only when a 

d i s p r o p o r t i o n a t e  number o f  l oans  from a s i n g l e  mortgsqe company 

r e s u l t e d  in  agency f o r e c l o s u r e  was i t  d i s c o v e r e d  t h a t  a C a l i f o r n i a  f i rm 

was r o u t i n e l y  f a l s i f y i n g  employment h i s : o r i e s  and o t h e r  c l i e n t  

in format ion  on HUD/FHA documents .  I t h i n k  i t  worth n o t i n g  once more 

tha t  these  two c o r p o r a t e  d e s i g n s ,  and o t h e r s  l i k e  them, are  r e a l l y  no 

more s o p h i s t i c a t e d  or compl i ca t ed  than c o n c e p t u a l l y  s i m i l a r  f r auds  

cc~mit ted by i n d i v i d u a l s .  Whether w e  say t h a t  o r g a n i z a t i o n s  are  

t r u s t e d  more than  i n d i v i d u a l s ,  or  t h a t  o r g a n i z a t i o n s  s imply o p e r a t e  on 

a l a rge r  s c a l e ,  i t  i s  t r u e  t h a t  the c r imes  o f  such d e f e n d a n t s  l a s t  

longer and cause g r e a t e r  i n j u r y  than those  o f  i s o l a t e d  men and women. 
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In t h i s  p a r t i c u l a r  c a s e ,  the  harm o c c a s i o n e d  by the  d e f e n d a n t ' s  

conduct was q u i t e  s e r i o u s .  HUD f o r e c l o s e s  on p r o p e r t i e s  and p u t s  them 

up fo r  r e s a l e  when morro/ages i t  has  g u a r e n t e e d  beco=e d e l i n q u e n t .  

Homes for which mortgage insurance has been fraudulently obtained are 

more l i k e l y  to  go i n t o  d e f a u l t  £or obvious  r e a s o n s ;  owners a re  no t  

r e a l l y  in  p o s i t i o n  to  repay t h e i r  l o a n s .  The e f f e c t s  on a l r e a d y  

marginal  ne ighborhoods  o f  widespread  f o r e c l o s u r e  a re  e q u a l l y  obvious  ; 

empty, boarded up b u i l d i n g s  beccme more p r e v a l e n t ,  b r e e d i n g  crime and a 

p s y c h o l o g i c a l  sense  o f  decay.  

Abuse o f  a formal  p r o c e s s  o f  a p p l i c a t i o n  and review i s  no t  l ~ n i t e d  

to schemes t h a t  p rey  on banks or  f e d e r a l  a g e n c i e s .  Insu rance  

companies, f i rms i ssu ing  t h e i r  own c r e d i t  cards, and the l i k e ,  may a lso 

f a l l  v i c t~n  to such designs, prosecuted most f requen t l y  as mal l  or wi re  

fraud. Here are three examples: 

• Act ing os tens ib l y  on beha l f  o f  the p o l i c y h o l d e r s ,  a Texas 

J~surancc salesman app l ied  fo r  loans on h is  customers' l i f e  

insurance pol~,cies, keeping the proceeds fo r  h imsel f .  The 

salesman c o l l e c t e d  $90,000 in  t h i s  fash ion.  

• • group of  ghet to  res idents  in  Chicago became invo lved  in  a scheme 

to  def raud  a number of  h e a l t h  i n su rance  companies .  They f i r s t  

obtained as many health and accident policies as they could--one 

person he ld  41. Phony a c c i d e n t s  were then  a r ranged ;  in  c e r t a i n  

i n s t a n c e s ,  s i g n a t u r e s  or o t h e r  p o r t i o n s  of  medica l  r e p o r t s  were 

fo rged .  P r o v i d e r s  of  d i v e r s  medica l  s e r v i c e s ,  in  on the  scheme, 

kept the  d e f e n d a n t s  under ca re  f o r  p ro longed  p e r i o d s .  In a l l ,  

perhaps  S200,O00 in  f r a u d u l e n t l y  o b t a i n e d  b e n e f i t s  were r e c e i v e d  

between 1971 and 1975. 
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• & S e a t t l e  ~ m e n  u sed  n e a r l y  100 d i f f e r e n t  names,  combin ing  them 

r i c h  v a r i e d  employment and c red i~  " h i s t o r i e s , "  to  o b t a i n  a £1ock 

o f  c r e d i t  cards i r - - .  merchants. Though found i n n o c e n t - - b y  reason 

o f  : i ~ s a n i t y - - o n  10 o f  ~2 c o u n t s ,  she  was e v e n t u a l l y  cm~vic ted  o f  

cheat ing  Chose f i rms o f  $8300. 

C e r t a i n  t a x  c a s e s  a l s o  b e l o n g  i n  t h i s  f i r s t  f r a u d  c a t e g o r y .  The 

same g e n e r a l  p a t t e r n - - e x t e r n a l  a c t o r ,  w r i t t e n  communica t ion ,  and 

o r g a n i z a t i o n a l  v i c t i n - - a p p e a r  when ~ r e t u r n  u n d e r r e p o r t s  income, c l a i m s  

too many e x e m p t i o n s ,  or  i n f l a t e s  d e d u c t i o n s .  Not e ve ry  c a s e  o f  t h i s  

type y i e l d s  t h e  t a x p a y e r  a r e f u n d ,  b u t  t h e n ,  i t  i s  n o t  n e c e s s a r y  t h a t  

v i c t ~ n s  be a sked  to  g ive  away money; i t  i s  e s s e n t i a l  o n l y  t h a t  the  

defendant t r y  to  f o o l  the v i c t i m  i n t o  a c t i n g  on the bas is  o f  a f a l s e  

p r e s e n t a t i o n ,  a f a b r i c a t i o n  o f  s e l f  and s u r r o u n d i n g  c i r c u m s t a n c e s .  

When the IRS, r e l y i n g  on f a l s e  i n f o r m a t i o n  p r o v i d e d  by the  t a x p a y e r ,  

c a l c u l a t e s  t ax  l i a b i l i t y  and d e c l a r e s  tJ lat  o n e ' s  t a x  burden  h a s  been  

met for  the  y e a r ,  i t  has  been  d e f r a u d e d ,  whe the r  i t  m a i l s  a r e f u n d  

check or accepts a payment o f  taxes due. 

The cases o f  many tax  p r o t e s t o r s  might  be inc luded  here,  but  I 

would s t r i k e  these from the r o l l s  o f  n o n v i o l e n t  economic cr ime.  Though 

they o f t e n  i n v o l v e  an u n d e r r e p o r t i n g  o f  income or  m i s s t a t e m e n t  o f  

exemptions or d e d u c t i o n s ,  such  c a s e s  a re  m o t i v a t e d  by noneconomic 

f a c t o r s ,  and s h o u l d  be d ~ s t i n q u i s h e d  on t h a t  b a s i s .  S i m i l a r l y ,  

defendants who minimize earn/nqs by f a i l i n g  to  r epo r t  i l l i c i t  income 

may be ca tego r i zed  i n  terms o f  t h e i r  o r i g i n a l  o f fense ,  as co r rup t  

pub l ic  o f f i c i a l s ,  embezzlers,  drug smugglers, e t c . ,  r a t he r  than as 

persons  who evaded t a x e s  v i a  a f r a u d u l e n t  s u b m i s s i o n .  
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There are  many i n s t a n c e s  i n  which an o r g a n i z a t i o n ,  g o n e r a l l y  a 

government agency,  f a l l s  v i c t i n  to  an i m p r e s s i o n  management p loy  and 

makes a d e c i s i o n  t h a t  does r ~ t  i n v o l v e  the  t r a n s f e r  o£ funds  or  o t h e r  

va luab les  on the b a s i s  o f  a f r a u d u l e n t  p r e s e n t a t i o n .  Not always 

p rosecu ted  c r i m i n a l l y ,  such a c t i v i t y  i s  n o n e t h e l e s s  w idesp read .  

Misstatements rega rd ing  company e f f o r t s  to  secure a safe vo r kp lace ,  

clean the  envi ror~nent - -~ndeed,  ~uy f a l s e  r e p o r t  o r  f a i l u r e  t o  d i s c l o s e  

tha t  r e s u l t s  i s  an undeserved f~cLtng o f  compl iance w i t h  aqency 

regu la t i ons  belongs here .  

1~o cases come ~ n e d i a t e l y  to  mind. An i s d i v i d u s l  t r F i n g  to  

~nport s e v e r a l  used  c a r s  i n t e n t i o n a l l y  underva lued  t h e s e  au tonmbi les  on 

customs d e c l a r a t i o n  forms.  In  a d d i t i o n ,  he m i s s t a t e d  the  a u t o s '  model 

years to avo id  c o s t l y  p o l l u t i o n  m o d i f i c a t i o n s .  The defendant  had 

i ns t ruc ted  the £ore iqn  sh ipper  t o  p rov ide  i n v o i c e s  shoving i n c o r r e c t  

model years and p r i c e s ,  i n  o rder  to  s u b s t a n t i a t e  h is  own f a l s e  c la ims .  

Another f e l l o w  arranged sham ~ r r i a q e s  f o r  i l l e g a l  a l i e n s ,  p r o v i d i n ~  

s tand- in  "spouses" f o r  a t  l e a s t  22 C i t y  H a l l  cere~nonies. He was 

conv ic ted i n  f ede ra l  d i s t r i c t  cou r t  f o r  a i d i n g  the a l i e n s '  f r a u d u l e n t  

app l i ca t i ons  f o r  c i t ~ e n s h i p .  

These cases saw no money pass between v i c t i n  and p e r p e t r a t o r .  

Sure, they had £ ~ . c i a l  ~ p l i c a t i o n s - - ~  they  d i d  n o t ,  they  would no t  

be examples o£ e c o n ~ c  c r ~ e  - - s 2  bu t  p r o f i t s  were reaped i n d i r e c t l y ,  

from those  a f f e c t e d  by the  v i c t i m  o r g a n i z a t i o n ' s  decLs ion :  the  buyer  o£ 

s2 The case  of  the  Leavenvor th  inmate ,  c i t e d  in  the  p r e v i o u s  c h a p t e r ,  
d id  not  i n v o l v e  cash or  c r e d i t  e i t h e r ,  but  was not  e c o n a n i c a l l y  
mot i va ted ;  the defendant wanted to be re leased from p r i son .  
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the f i r s t  ds fendan t ' s  impor ted Nercedss, the i m ~ g r a n t s  who mar r ied  

t h e i r  ray  i n t o  c i t i z e n s h i p .  The case o f  a v e t e r i n a r i a n  end a rancher 

vho f a l s e l y  dec la red  to the USD/i t h a t  c e r t a i n  c a t t l e  had no t  been 

ezposed to  d i s e a s e ,  i s  a l s o  on p o i n t .  So a r e  t h o s e  o f  tvo  Post~al 

Se rv ice  ,e~ployees who l i e d  on t h e i r  employment a p p l i c a t i o n s .  One 

fa~.led to  d i s c l o s e  two p r i o r  c o n v i c t . t o n s - - b e f o r e  s t e a l i n g  22 p a r c e l s  

d u r in g  h i s  f i r s t  t h r e e  weeks o f  yo rk .  The o t h e r ,  l a t e r  t o  f i l e  a 

d i s a b i l i t y  c l a m  f o r  an u n - t h e - j o b  acc iden t ,  d i d  no t  r e v e a l  a 

p rev i ous l y  t r e a t e d  back c o n d i t i o n .  In every  case, economic advantags 

vas  ga ined  as  a r e s u l t  o~ a d e c i s i o n  t h a t  d i d  no t  t m n e d i a t e l y  conce rn  

the t rans .~er  o f  f unds  or  o t h e r  v a l u a b l e s .  

F R A U D ~  PUROI&SES 

Vict ims need n o t  advance funds  or  c r e d i t  on the  b a s i s  o f  e x t e r n a l  

a c t o r s '  m i s r e p r e s e n t a t i o n s .  There a r e  many c a s e s  i n  which me rc ha nd i s e  

i s  o rdered ,  b u t  neve r  p a i d  f o r .  Host  oE t h e s e  a r e  r e l a t i v e l y  

u n i n t e r e s t i n g ,  one shot o f fenses ,  i n v o l v i n g  defendants from the lower  

or lower-midd ie  c lass .  Many look  ve ry  much l i k e  f r a u d u l e n t  

submissions; e x t e r n a l  ac to rs  make _rondel, but  decep t i ve ,  requests o f  

o rgan iza t i ons .  The l i n e  d i v i d i n g  the two ca tego r i es  i s  most tenuous 

vhen one moves from cases l i k e  those J-nvolving c r e d i t  card requests to  

proceedings such as t ha t  o f  a f i f t y  year  o l d  man, unemployed f o r  over  

ten years,  who cheated more than f i f t y  compar~es o f  some $3500 by 

order ing  food, books, end c l o t h i n g  through the ma i l  w i t h o u t  pay ing.  I t  

is c r u c i a l ,  however, t ha t  f r audu len t  purchase forms are not  rev ieved  by 

the v i c t i m  o r g a n i z a t i o n  in  qu i t e  the same sense as f r a u d u l e n t l y  
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submit ted  a p p l i c a t i o n s .  Vic t ims  r e f l e c t  (o r ,  a t  l e a s t ,  shou ld  r e f l e c t )  

over p r e s e n t a t i o n s  in  f r a u d -  o f  submis s ion ;  t hey  mere ly  r e a c t  t o  t h o s e  

in _~raudulent p u r c h a s e s .  Orders  a re  f i l l e d  w i t h o u t  f u r t h e r  ado.  No 

suppor t ing  m a t e r i ~ l s  accompany such o r d e r s ;  no decision on the  merits 

i s  made a f t e r  i n - d e p t h  c o n s i d e r a t i o n  o f  i n t e n t i o n a l l y  m i s l e a d i n g  d a t a .  

The a n a l y t i c  d i s t i n c t i o n  becomes even more u s e f u l  when i n t e r a c t i o n  

i s  l e s s  r o u t i n e .  This  occu r s  in  many b u s i n e s s  c o n t e x t s ;  ( s ee  8acau ley .  

1963, on the  i n f o r m a l i t y  o f  b u s i n e s s  r e l a t i o n s ) .  Cons ider  a case  o f  

t h i s  type ,  r e e l l y  • bankrup tcy  f r a u d ,  in  which an o r g a n i z a t i o n a l  f r o n t  

was employed, a group o f  d e f e n d a n t s  i n  the  Los Angeles  a r ea  fo.-med a 

co rpo ra t i on  to  s e r v e  as  an i n t e r m e d i a r y  between r e c o r d  man u fac t u r e r s  

•nd d i s t r i b u t o r s ,  and r e t a i l  o u t l e t s .  Records and t apes  were 

purchased,  on c r e d i t ,  from such f i r m s  as W a r n e r - E l e k t r e - A t l a n t i c .  

United A r t i s t s ,  and HCA. During the  f i r s t  e l e v e n  months o f  i t s  

ope ra t ion ,  the  company m e t h o d i c a l l y  built a r e p u t a t i o n  within the  

i ndus t ry  as a good c r e d i t  r i s k ,  making p a r t i a l  payments f o r  o rd e r ed  

merchandise.  Then, the  d e f e n d a n t s  moved i n t o  the  " b u s t - o u t "  phase o f  

t h e i r  scheme. I n c r e a s i n g l y  l a r g e  o r d e r s  were p l a c e d  a t  maximum c r e d i t  

l i m i t s ;  goods thus  r e c e i v e d  were s o l d  on the  c o m p e t i t i v e  who le sa l e  

market, a t  p r i c e s  we l l  below c o s t .  The d e f e n d a n t s  took the  revenues  

genera ted  by such s a l e s ,  b a n k r u p t i n g  t h e i r  company a t  i t s  c r e d i t o r s '  

expense.  The qovernment l a t e r  e s t i m a t e d  that the  d e f e n d a n t s  n e t t e d  

approximately  S500.000 f o r  t h e i r  y e a r ' s  work; they  would have made much 

more had the IRS no t  p l a c e d  a t ax  l i e n  on the  f i rm two months i n t o  the  

"bust ou t , "  t e rm ina t ing  the f raud by c a l l i n g  a t t e n t i o n  to the c~npany's 

tenuous f i n a n c i a l  cond i t i on .  
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The case  i s  i n t e r e s t i n g  i n  t h r e e  r e s p e c t s .  F i r s t ,  q iven  the  

n~ture o~ b u s i n e s s  a f f a i r s ,  one may guess  t h a t  communication between 

these de fendan t s  and the  r e c o r d  companies they  t r i e d  to  r i p  o f f  was 

much l o o s e r  and more f r e e  v h e e l ~  than  t h a t  which t y p i c a l l y  t akes  

place when w r i z t e n  forms a re  t r a n s m i t t e d  by mai l  or  p r o c e s s e d  
B 

b u r e a u c r a t i c a l l y .  Second, l i k e  o t h e r  f r a u d u l e n t  p u r c h a s e s ,  t h i s  case  

claimed a t  l e a s t  s e v e r a l  v i c t i m s .  F raudu len t  submis s ions  q e n e r a l l y  

Lujure only  one p a r t y ;  t h o s e  i n s t a n c e s  i n  which more than  one v i c t i m  i s  

hur t  do not  g ive  ev idence  o f  a s i n g l e  o v e r a r c h ~ q  p l a n ,  bu t  r a t h e r  

a opear as d i s c r e t e ,  u n p a t t e r n e d  a c t s  grouped t o g e t h e r  i n  t ime.  

F ina l ly ,  the  case  i s  a p p a r e n t l y  t y p i c a l  o f  bankruptcy  scares (De£ranco, 

197]; Mack, 1975; Bequai, 1978; Lev i ,  1982). I t  i s  here tha t  one o f  

the majur crimes not  inc luded in  the sentencing p r o j e c t ' s  sample thus 

belongs. 

fRAUDULENT SALES 

Frauds of  submiss ion  i nvo lve  the  abuse o f  a formal  p r o c e s s  o f  

a p p l i c a t i o n  and rev iew.  They have a s i n g l e ,  s p e c i a l l y  chosen t a r g e t ;  

t h i s  v i c t i m ,  always an o r g a n i z a t i o n ,  makes a d e c i s i o n  on the b a s i s  o f  

ma te r i a l s  i t  has  e i t h e r  p r o v i d e d  or r e q u e s t e d - - a n  u n v i t t i n g  d e c i s i o n ,  

for  the m a t e r i a l s  i t  c o n s i d e r s  have been f a l s e l y  p r e p a r e d .  Frauds o£ 

purchase v i c t i m i z e  o r g a n i z a t i o n s ,  ton.  bu t  do not i nvo lve  formal 

app l i ca t ion  or  review procedures.  Requests fo r  goods or  serv ices are 

not genera l l y  accompanied by suppor t ing  documents or in for lna t ion  about 

the other pa r t y ;  r a re l y  are they accorded the same k ind o f  o rde r l y  

examination app l i ca t i ons  fo r  we l fa re  bene f i t s ,  bank loans, medicaid 
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reimbursements ,  o r  t ax  r e funds  might  be e x p e c t e d  to  r e c e i v e .  They a re  

s ~ p - y  a c t e d  upon, w i t h o u t  r e f l e c t i o n .  F r audu len t  s a l e s  a r e  d i f f e r e n t  

s t i l l .  E x t e r n a l  act©rs dece ive ,  bu t  do so a lmost  e x c l u s i v e l y  beh ind 

o r g a n i z a t i o n a l  cover .  ~bned a t  e i t h e r  J ~ d i v i d u a l s  or  o r g a n i z a t i o n s ,  

f raudu len t  sa les more f r e q u e n t l y  cla4m many v i t rO--scat tered,  taken 

in ,  psrhaps s imu l taneous l y ,  by a s i n q l e  impress ion manaqement dev ice .  

They resemble submissions,  f o r  v i c t i m s  ac t  on l y  a f t e r  j u d g i n g  a 

p resen ta t i on ,  sometimes a v e r y  d e t a i l e d ,  w e l l - c o n t r o l l e d  p r e s e n t a t i o n ,  

pu: on by d ishonest  per fo rmers .  And they  look  l i k e  purchases i n  the 

sense tha t  i n t e r a c t i o n  does no t  grow out  o f  a fo rmal  rev iew  process and 

is  thus p e r m i t t e d  to  evo lve  i n  a less  cons t ra i ned ,  more unp red i c t ab l e  

fash ion .  

In  t h i s  f i n a l  f r a u d  c a t e g o r y ,  v i c t i m s  a re  pe r suaded  to  buy 

smnethinq. Deceived by the  r ay  t h i s  i tem i s  p r e s e n t e d ,  they  pay too  

much--far  more than  a c t u a l  v a l u e .  D i f f e r e n t  goods or s e r v i c e s  may be 

~ v o l v e d ;  in  every  c a s e ,  they  a re  found wan t ing .  Indeed ,  i n  so~e,  t~wy 

m y  be found no t  to  e x i s t .  Two men, f o r  example, e s t a b l i s h e d  a fJ~m to  

se l l  go ld  co ins ,  s i l v e r  b u l l i o n ,  and o the r  p rec ious  wares. They pa i d  

for  adver t isements  i n  the New York Times and Wal l  S t r e e t  Journa l ,  and 

broadcast coannercials over  l o c a l  r ad io  s t a t i o n s ,  c o l l e c t i n g  n e a r l y  a 

quar ter  o f  a m i l l i o n  d o l l a r s  d u r i n  9 the s i x  mon~hs they were i n  

opera t ion .  Only a hand fu l  o f  custo=ers a c t u a l l y  rece i ved  any th ing .  

Such a c t i v i t y  i s  a l so  found i n  the co rpo ra te  wor ld ,  as two 

companies need ing  immediate b u s i n e s s  loans  l e a r n e d  in  the  Southern  

District of New York. A f t e r  initial a t t e m p t s  to secure  funding frem 

ordinary  commercial  sou rces  f a i l e d ,  the companies c o n t a c t e d  the  
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d e f e n d a n t s ,  a g roup  o f  " f i n a n c i a l  c o n s u l t a n t s , "  who p r o m i s e d  the  two 

f i rms  " £ i n a n c i a l  gl~arentee bonds ,  a These  were suppose d  to  make i t  

e a s i e r  f o r  t h e  v i c t i m s  to  g a i n  bank s u p p o r t .  The c ~ p a n i e s  were 

r e q u i r e d  to  make advance  paymen t s ;  a t o t a l  o f  $16,250 was fo rwarded  to  

the d e f e n d a n t s  ove r  the  n e x t  s e v e r a l  weeks b u t ,  o f  c o u r s e ,  t h e  v i c t i m s  
I 

never  r e c e i v e d  a t h i n g .  

While t h i s  p a r t i c u l a r  o p e r a t i o n  was a r e l a t i v e l y  s m a l l  a f f a i r ,  i t s  

r i n q l e a d e r  was a l s o  i n v o l v e d  i n  two s i m i l a r  schemes  oE much q r e a t e r  

p r o p o r t i o n s .  In  one ,  the  d e f e n d a n t ,  p o s i n g  a s  a bogus  i n v e s t m e n t  f i r m ,  

of f - , red  to  s e l l  b l u e  c h i p  s e c u r i t i e s  to  v i c t i m s ,  p e r m i t t i n q  t h e s e  

o r q a n i z a t i o n s  to  u se  such  s t o c k  as  c o l l a t e r a l  f o r  the  b u s i n e s s  l o a n s  

the  F r e q u i r e d .  V i c t i m s  were induced  to  make advances  o£ up t o  

$200,000; a t o t a l  o£ one m i l l i o n  d o l l a r s  was c o l l e c t e d  by t he  

d e f en d an t s  b e f o r e  the  f r a u d  ran  i t s  c o u r s e .  In  t he  s econd  c a s e ,  the  

de fendan t  and o t h e r s  p r e s e n t e d  t h e m s e l v e s  as  a w e l l - f i n a n c e d  

consor t ium,  ab l e  to  make commerc ia l  l o a n s  to  t hose  who c o u l d  n o t  o b t a i n  

more c o n v e n t i o n a l  £ i n a n c i n q .  S e v e r a l  "banks"  and a i n v e s t n ~ n t  

companies" were c r e a t e d  to  a t t e s t  to  the  c o n s o r t i t - ~ ' s  s t a b i l i t y .  

kdvance f e e s  o f  296 were r e q u i r e d .  In  one y e a r ,  t he  d e f e n d a n t  and h i s  

c o l l e a q u e s  c o l l e c t e d  between l . S  and 2 m i l l i o n  d o l l a r s  ( a p p a r e n t l y  

while the  d e f e n d a n t  was on t r i a l  i n ,  and t hen  a p p e a l i n q ,  t he  f i r s t  o f  

these  t h r e e  c a s e s 1 ) .  

&s I have  a l r e a d y  i n d i c a t e d ,  the  work o f  such  c a r e e r  f r a u d  a r t i s t s  

i s  not  i n f r e q u e n t l y  found amonq o f f e n s e s  o f  t h i s  s o r t .  I t  i s  more 

c ~ n ,  however,  go t  such  w o r t h i e s  to  r e s o r t  to schemes which v l c t i m i z e  

many d i s p e r s e d ,  u n c o n n e c t e d  i n d i v i d u a l s .  Take the  c a se  o f  two a t l a n t a  
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gentlemen. They o f f e r e d  f r a n c h i s e s  in  two d i f f e r e n t  companies through 

nevspepef  a d v e r t i s e m e n t s  in  s e v e r a l  major  American c i t i e s .  The ads 

promised annual  e a r n i n g s  o f  $100,000 upon an i n i t i a l  i n v e s ~ n e n t  of only  

$10,000; f r a n c h i s e s  i n  one conce rn  v e r e  supposed to  l e a s e  a l l  k inds  o f  

o f f i c e  and home e q u i p m e n t - - t h e  second  o u t f i t  had p u r p o r t e d l y  deve loped  
0 

a s p e c i a l  method ~or c o n t r o l l i n g  u t i l i t y  expenses  i n  b u s i n e s s  end 

i ndus t ry .  Funds from f r a n c h i s e  s a l e s  were r o u t e d  d i r e c t l y  to  a h o l d i n g  

c ~ y  the  two d e f e n d a n t s  had c r e a t e d .  In  a year  and a h a l f ,  one 

mi l l i on  d o l l a r s  vas  c o l l e c t e d .  The two c o r p o r a t i o n s  in  which 

f r a n c h i s e s  ve re  s o l d  were,  t o  be s u r e ,  no t  r e a l l y  f u n c t i o n i n g ;  a t  no 

time could  they  have pe r fo rmed  as  p romised .  Immediate ly  e f t e r  

conv ic t ion  in  t h i s  m i l l i o n  d o l l a r  f r a u d - - s o  q u i c k l y ,  i n  f a c t ,  t h a t  the  

probat ion o f f i c e r  was able to  note t h e i r  a c t i v i t y  i n  the c r i c j i na l  

presentence r e p o r t - - t h e  two began to run the fo l low inc j  i n  newspapers 

throu~.out the count ry :  

WE NEED & $100,000 CkLIBER INDIV!DU/~L 

# 

WOULD YOU, 

# 

l i k e  a b u s i n e s s  r i c h  immediate cash  incoe~e; 

r e q u i r e s  no t r a v e l ,  week-end or  n i g h t  work? 

# 

Handle a p a t e n t e d  p roduc t  v r i t t e n  up in  Newsweek, e t c . - -  

t h a t  i s  approved by F e d e r a l  Government and w i l l  be a 

m u l t i - b i l l i n n  $$ i n d u s t r y  in  the  near  f u t u r e?  

# 



Like a p r o t e c t e d  a r e a - - t o  p a r t i c i p a t e  i n  p r o £ i t s  on 

n a t i o n a l  accoun t s  i n  your a r ea  s e t  up by the  company? 

# 

Live comfo r t ab ly  on $100,000 pe r  year?  

# 
t 

I n v e s t  $15,000 to  own your  own b u s i n e s s  

(vh ich  i s  s e c u r e d  by i n v e n t o r y ,  t r a i n i n g ,  e t c .  ) 

t h a t  i s  needed by everyone  in  your a rea?  

# 

IF YOUR ANSWER IS YES, 

# 

Cal l  c o l l e c t  or  w r i t e :  

108 

Fraudu len t  s a l e s  commonly r e l y  on m i s l e a d i n g  a d v e r t i s i n q .  

I l l u s t r a t i v e  c a s e s  i nc lude  those  in  which o i l  and gas w e l l s ,  p l o t s  og 

desert land, and shares in  many d i££erent ,  a~be i t  wor th less ,  companies 

were so ld  e x c l u s i v e l y  through newspaper and magazine ads .  Commercial 

space in  p e r i o d i c a l s  or o t h e r  media i s  no t  the  on ly  means r e l a t i v e l y  

impersonal ,  l a r g e - s c a l e  £rauds use to  r each  v i c t ~ n s .  In many 

s e c u r i t i e s  c a s e s ,  £or example,  b r o k e r s  s e rve  an i d e n t i c a l  pu rpose .  

Sometimes they  do so knowingly,  having  been b r i b e d  to  t o u t  the  v i r t u e s  

of  a p a r t i c u l a r  o f f e r i n g .  In o t h e r  i n s t a n c e s ,  they  a re  themse lves  

bamboozled by the same m i s r e p r e s e n t a t i o n s  t h a t  dupe i n v e s t o r s  ( though 

they may not  l o se  any money of  t h e i r  own). 

A grand s t o c k  f raud  v i t n e s s e d  bo th  k inds  o£ b e h a v i o r .  I t  began 

with an agreement by the  scheme ' s  two pr imary  f i g u r e s  to  ga in  c o n t r o l  
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of  a dormant s h e l l  c o r p o r a t i o n  (one t h a t  had c e a s e d  o p e r a t i o n s  and was 

without  a s s e ~ s ) ,  and to  r e ~ r g a n ~ e  i t  wi th  I n d u s t r i e s  I n t e r n a t i o n a l  

( : I ) ,  a smal l  machine shop in  ' ~L t t l e tovn ,  Colorado.  F i r s t ,  d e t a i l e d  

k~o~ledge og SEC r u l e s  (and how to  g e t  around them) was used  to  g ive  

the de£endantz c o n t r o l  o£ v i r t u a l l y  a l l  t r a d e a b l e  I I  s h a r e s .  Under 

Coaunission Rule 133, the  merger o f  a p u b l i c l y - h e l d ,  r e g i s t e r e d  co~4~any 

and one, l i k e  I I ,  t h a t  i s  i n  p r i v a t e  hands and u n r e g i s t e r e d ,  c r e a t e s  a 

~lpecial c l a s s  of  t r a d e a b l e  s t o c k  in  the  s u r v i v i n g  o,Cfsprtnq.  This  

"Rule 133 u s t o c k ,  c o n t r o l l e d  by the  owners o£ the  o ld ,  p u b l i c  f i rm ,  can 

be t r a n s f e r r e d  w i thou t  r e s t r i c t i o n  or  r e g i s t r a t i o n .  The r e a l  beau ty  o f  

the procedure  i s  t h a t  whi le  Rule 133 s t o c k  r ep re sen t . s  on ly  a smal l  

f r a c t i o n  o f  the  s h a r e s  i s s u e d  by the  new e n t e r p r i s e ,  t hey  a re  the only  

ones t h a t  can be marke ted .  Thus, when the  d e f e n d a n t s ,  who had a l r e a d y  

purchased l a r g e  q u a n t i t i e s  o f  the  p u b l i c  s h e l l ' s  s t ock  in  the  names o f  

var ious  nominees,  r e o r g a n i z e d  t h e i r  company and I n d u s t r i e s  

I n t e r n a t i o n a l ,  they  wound up w i t h  s e c r e t  c o n t r o l  o f  the  only  s h a r e s  

t ha t  were t r a d e a b l e ,  and they  cou ld  s e l l  them to  i n v e s t o r s  w i thou t  

making any o f  the d i s c l o s u r e s  normal ly  r e q u i r e d  by the SEC r e g i s t r a t i o n  

process  ! 

In f a c t ,  the d e f e n d a n t s '  a c t i v i t i e s  v i o l a t e d  Rule 133 ' s  own t e rms .  

No one a f f i l i a t e d  w i t h  the s u r v i v i n g  company i s  a l lowed to  s e l l  s h a r e s  

to the p u b l i c ,  whether  or not  such s h a r e s  were c r e a t e d  p u r s u an t  to  Rule 

133. The use of  nominees h id  the  d e f e n d a n t s  c o n n e c t i o n  wi th  I I ,  

however, a d c ~ t i o n a l  camouflage was p rov ided  by the  proxy s t a t e m e n t  

f i l e d  to  suppor t  a p e t i t i o n  f o r  C o ~ i s s i o n  approva l  o f  the merger .  The 

s ta tement  d id  not  ment ion the d e f e n d a n t s '  names, we l l  known to  SEC 
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enforcement personnel a f t e r  s i m i l a r  escapades i n  the past ,  l e t  alone 

the i r  ro les in  the c rea t i on  and planned d i s t r i b u t i o n  o f  I1 s tock.  (& 

f rauch: lent  s u b m i s s i o n l  ) 

These s t e p s  were enough t o  s t a r t  t he  b a l l  r o l l i n q ,  b u t  were n o t  by 

themse lves  s u f f i c i e n t  to  e s t a b l i s h  a marke t  f o r  I n d u s t r i e s  

I n t e r n a t i o n a l  s e c u r i t i e s .  Tha t  y e s  a r e l a t i v e l y  s t r a i q h t f o r v a r d  t a s k .  

9u r inq  t h i s  s t a q e ,  the  d e f e n d a n t s  t o u t e d  t h e  s t o c k  to  a group o f  

b rokers  a t  a l u n c h e o n ,  t e l l ~ n  9 them time company was do ing  phe nome na l l y  

v e i l  ( i t  was on t h e  v e r g e  o f  b a n k r u p t c y ) .  One b r o k e r  was b r i b e d  ( w i t h  

50,000 of  the  newly c r e a t e ~  s h a r e s )  to  pedd l e  the  s t o c k  o f  t h i s  

vu~knovn, w o r t h l e s s  company. F a l s e  ,Cinancia l  s t e ~ n e n t s  were c r e a t e d ;  

an a lcoho l i c  accountant who would, i n  the words o f  one o f  the 

c o n s p i r a t o r s ,  " g i v e  him any k ind  o f  s t a t e m e n t  he wanted" f o r  $500, was 

h i r e d .  F i n a l l y ,  a d d i t ~ o n a l  b r o k e r s  were p a i d  (w i th  b o t h  s t o c k  and 

cash;  such b r i b e s  were c o n c e a l e d  w i t h  a b e w i l d e r i n g  t r a i l  o f  pa pe r )  to  

r i g  the  p r i c e  a t  v~ ich  I n d u s t r i e s  I n t e r n a t i o n a l  was b e i n q  t r a d e d .  

ks a r e s u l t  o f  t h e s e  s h e n a n i g a n s ,  the  L~m l e a d i n g  d e f e n d a n t s  and 

s e v e r a l  c o - c o n s p i r a t o r s  were a b l e  t o  s e l l  s h a r e s  under  t h e i r  c o n t r o l  a t  

a c o n s i d e r a b l e  p r o f i t .  Indeed ,  in  the  f o u r  weeks t r a d ~  i n  I n d u s t r i e s  

I n t e r n a t i o n a l  s t o c k  was p e r m i t t e d  (an i n v e s t i g a t i o n  was l a u n c h e d  a l m o s t  

i ~ n e d i a t e l y  by the  SEC), i n v e s t o r s  l o s t  more t h a n  1.5  m i l l i o n  d o l l a r s .  

Coverup p l a y e d  an i m p o r t a n t  r o l e  i n  t h i s  c a s e .  I n c r ~ m i n a t i n 9  

documents were d e s t r o y e d  and f a l s e  ones  s u b s t i t u t e d .  In  a t  l e a s t  one 

such instance, a postage meter was " f i x e d "  so tha t  dates on at tached 

envelopes  would s u b s t a n t i a t e  t he  d e f e n d a n t s '  l i n e .  ks  a l r e a d y  

i n d i c a t e d ,  b r i b e s  to b r o k e r s  were i n t e n t i o n a l l y  c o n c e a l e d .  One o f  t he  
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major a c t o r s  i n s t r u c t e d  subpoenaed w i t n e s s e s  no t  t o  t e s t i f y  b e f o r e  the  

S£C or s .c~.ly the  CamLtssion wi th  r e q u e s t e d  m a t e r i a l s ;  b o t h  pr imacy 

f igures  p e r j u r e d  ~ e l v s s  i n  C c ~ n ~ s i o n  t e s t i m o n y .  

How shoul~ such a c t i v i t y  be c l a s s i f i e d ?  ! suppose r e f u s a l  to  

• t e s t i f y  or  produce documents must be deemed omis s ion ,  b u t  o t h e r  cover~p 

p r a c t i c e s  seem s p e c i e s  o f  f r aud ,  f o r  t hey  i n v o l v e  f a l s e  d i s p l a y s  

intended to  convince  a v i c t i m  o f  some m i s s t a t e m e n t  o f  r e a l i t y .  Since 

most take p l a c e  in  the  c o n t e x t  o f  o f f i c i a l  r e q u e s t s  f o r  h o n e s t  

in format ion ,  they  shou ld  pe rhaps  be l a b e l e d  f r a u d u l e n t  s u b m i s s i o n s ;  

phony m a t e r i a l s  a r e  p r e s e n t e d  to  a d~cisiomnak~nq o r g a n i z a t i o n  f o r  

rev iev .  This  i s  the  =ass whe ther  such m a t e r i a l s  a re  i n  wr i= ten  o r ,  as 

v i t h  a c t u a l  t e s t imony ,  o r a l  form. Sa 

Frauds depending on impersona l  ccannunicat ion or  ~he use o f  

i n t e r m e d i a r i e s  may be c o n t r a s t e d  wi th  schemes p r o c e e d i n g  on a 

f a c e - t o - f a c e  b a s i s .  The s e c u r i t i e s  cese  of  the  d e f e n d a n t  ~ o w n  as the  

"one-armed b a n d i t "  ( s o - c a l l e d  by f e d e r a l  en fo rcemen t  o f f i c i a l s  because  

he was bern  wi thou t  a r i g h t  hand) i s  t y p i c a l .  During an e l ev en  month 

per iod ,  t h i s  de f endan t  de f r auded  65 p e r s o n s  o f  $285,300° s e l l i n g  

~ o r k i n g  agreements"  in  o i l  and gas w e l l s .  Using a high schoo l  

f o o t b a l l  coach wi th  a r e p u t a t i o n  f o r  hones ty  to  s e t  up groups o£ 

p o t e n t i a l  i n v e s t o r s ,  the  de fendan t  made h i s  s a l e s  p i t c h  a t  a s e r i e s  o f  

s3 I t  i s  i n t e r e s t i n g  t h a t  coverup and r e l a t e d  a c t i v i t i e s  o b s t r u c t i n g  
the a d m i n i s t r a t i o n  o£ j u s t i c e  may be p r o s e c u t e d  as c o n s p i r a c y  to  
defraud the Uni ted  S t a t e s ,  18 USC 371 (GoldsteJ,n,  1958). I t  i s  a t  
l e a s t  equa l l y  l i k e l y ,  however, t h a t  such conduct  r i l l  be termed 
o b s t r u c t i o n  o f  j u s t i c e ,  p e r j u r y ,  or  the l i k e .  Note Chat coverup i s  
appa ren t ly  not  thought  of  as mai l  f raud  or f a l s e  s t a t e m e n t s :  I found 
no cases  in  t hose  c a t e g o r i e s  f o c u s i n g  s p e c i f i c a l l y  on t h i s  kind o f  
a c t i v i t y .  
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=eet inge in  v i c t i m s '  hanes ,  k f t e r  o u t l i n i n g  h i s  a l l e g e d  background in  

both Sviss  banking and n a t u r a l  r e s o u r c e s  r e c o v e r y ,  the  de fendan t  t o l d  

pigeons t h a t  h i s  coaq~my's o i l  v e i l s  ~e re  a l r e a d y  in  p r o d u c t i o n ,  and 

tha t  l e a s e s  on c o a l - l a d e n  p r o p e r t i e s  v e r e  i n  hand. ( N e i t h e r  was the  

ca se . )  In a d d i t i o n ,  v i c t i m s  were l e d  to  b e l i e v e  t h a t  a c o r p o r a t e  

subsid iary vas ac t i ve  and p r o f i t a b l e ;  i t  was, in  f a c t ,  a dormant s h e l l .  

Pamphlets and b rochu re s  v e r e  d i s t r i b u t e d  to  s u b s t a n t i a t e  the  

defendant's c la ims. 

T v e n t y - f t v e  thousand d o l l a r s  bought  one p e r c e n t  o f  a l l  o i l - r e l a t e d  

p r o f i t s  and 10,~00 sha res  o f  the  d e f e n d a n t ' s  company, s4 Though a 

po r t i on  vas used to  c r e a t e  the  appearance  o f  c o r p o r a t e  p r o s p e r i t y ,  most 

of t h i s  money went d i r e c t l y  i n t o  the  con a r t i s t ' s  p o c k e t s .  

Betveen f ace -e .o - f ace  i n t e r a c t i o n  and the  impersona l  use o f  mass 

media l i e s  a broad spectr~nn o f  p o s s i b i l i t i e s .  D i rec t  mai l ings  are 

often employed. Con a r t i s t s  may a lso c a l l  on the telephone. In a case 

prosecuted in Chicago, but  vh ich invo lved  an operat ion  having o f f i c e s  

in s eve ra l  l a r g e  c i t i e s  in  North ~ n e r t c a ,  f o u r t e e n  d e f e n d a n t s  ( t v e l v e  

i nd iv idua ls  and ~ corpora t ions)  were conv ic ted o f  us ing  decept ive 

te lephone solicitation methods to  s e l l  carbon paper .  The firms 

victimized in this four year, multi-million dollar fraud were subjected 

to a v a r i e t y  o f  s t a n d a r d i z e d ,  m i s l e a d i n g ,  but  a p p a r e n t l y  ve ry  e f f e c t i v e  

sa les  p i t c h e s  d e l i v e r e d  by the  de fendan t  o r g a n i z a t i o n s '  employees.  A l l  

vere in tended  to convince  b u s i n e s s e s  t h a t  carbon paper  had p r e v i o u s l y  

been ordered ,  a l though  i t  r e a l l y  had no t ,  or  t h a t  companies had o r d e r e d  

s4 Custr,.ers d id  a c t u a l l y  receive unreg is te red  stock c e r t i f i c a t e s ,  but 
not the working agreement con t rac ts .  
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much more carbon pape r  than vas  a c t u a l l y  the  c a s e .  S a l e s  p e r s o n n e l  

kept c a r e f u l  r e c o r d s  i n d i c a t i n g  vho had been  p r e v i o u s l y  c ~ n t a c t e d  a t  

Um v i c t i m  f i rms ,  which o f  the ~Lsrepresentat=Lons had a l r e a d y  been 

used, and which o f  s e v e r a l  f i c ~ I L i o u s  herons had been employed by the 

• c a l l e r .  ,They rece i ved  i n i t i a l  i n s t r u c t i o n s  and a demonst ra t ion ,  as 

v e i l  as p e r i o d i c  pep t a l k s ,  from the  p r e s i d e n t  o f  the  c o n v i c t e d  

companies, a p roduc t  o f  an Eng l i sh  v o r k i n g  c lass  f a m i l y  vho ran the 

e n t i r e  show from h i s  co lm t ry  e s t a t e  i n  On ta r i o .  

A C a l i f o r n i a  defendant  d i d  much the same. t h i n g ,  d e v i s i n g  t a c t i c s  

in tended to  m i s l ead  l e g i t i m a t e  b u s i n e s s e s  i n t o  b e l i e v i n g  they  had 

a l ready o r d e r e d  a d v e r t i s i n g  i n  h i s  a l l e g e d  p u b l i c a t i o n s .  Those 

c a n t a c t e d - - b y  mai l  o r  p h o n e - - v e r e  t o ! d  t ha t  p r e v i o u s l y  o r d e r e d  

a d v e r t i s i n g  had to  be p a i d  f o r  o r  now renewed.  I n v o i c e s  ve re  r o u t i n e l y  

mailed under v a r i o u s  sham c o r p o r a t e  names f o r  a d v e r t i s i n g  t h a t  had 

never been a u t h o r i z e d .  "Orders"  ~ould  be b i l l e d  s e v e r a l  t i mes ,  or  

would be b i l l e d  by more than one o f  the  d e f e n d a n t ' s  " o r g a n i z a t i o n s . -  

The name o f  an employee a t  the  v i c t i m  b u s i n e s s  would be p l a c e d  on the  

invoice  to  suppor t  the  c la im t h a t  a d v e r t i s i n g  had a c t u a l l  7 been 

reques ted .  $ $ 

Ce r t a in  f r auds  employ a f u l l  r o n ~  o f  c o ~ m n i c a t i o n  t e c h n i q u e s .  

Rio Rancho, the  " l a r g e s t  l and  f raud  in  ~ne r i can  h i s t o r y ,  ' 's6 i s  a good 

ss One o f  the de fendan t ' s  under l i ngs  l a t e r  es tab l i shed  h is  own, s i m i l a r  
bus ine s s  a f t e r  the  demise o f  the  d e f e n d a n t ' s  o p e r a t i o n .  Fa l se  
b i l l i n g  schemes o f  a l l  k inds are  a p p a r e n t l y  r a t h e r  con=non. 
&ccorcLing to  the  p r e s e n t e n c e  r e p o r t ,  pe rhaps  e i g h t y  o p e r a t e  a t  any 
given time in Southern  C a l i f o r n i a  a lone!  

ss This,  accord ing to  the presentence r epo r t  f o r  the case. 
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example. 

Rio Rancho was formed by i t s  p a r e n t  company, t_he A~rep 

Corpora t ion ,  i n  k u g u s t  1961. Yrom t h a t  t ime  until the middle  

s e v e n t i e s ,  i t  marke ted  p a r c e l s  o f  l a n d  i n  New K e ~ c o ,  us£n 9 d i r e c t  m a i l  

s o l i c i t a t i o n ,  a d v e r t i s e m e n t s  i n  newspapers  end magaz ines ,  v i s i t s  to  t he  

homes o f  i n t e r e s t e d  p a r s o n s ,  and s a l e s  p r e s e n t a t i o n s  o f  v a r i o u s  k i n d s .  

These p a r c e l s  v e r e  c a r v e d  o u t  oE 91,000 a c r e s  n e a r  k l b u q u e r q u e ,  £orminq 

a " m a s t e r - p l a n n e d  coannunity" of  spprox~unately 86,000 l o t s ;  77 ,000 o f  

these  vere  e v e n t u a l l y  s o l d  to  n e a r l y  as  many purc .~ase rs ,  t o t a l  s a l e s  

exceeded $200 m~l l ion ,  s7 

P r o s p e c t i v e  b u y e r s  v e r e  t o l d  t h e i r  p r o p e r t y  would be a un ique  

inves tment ,  f o r  k lbuque rque  c o u l d  grow o n l y  i n  the  d i r e c t i o n  o f  Rio 

Rancho l and .  In  f a c t ,  by 1965 i t  yen c l e a r - - t o  t he  d e f e n d a n t s ,  i f  no 

one e l s e - - t h a t  the  c i t y  would n o t  expand t h a t  r a y .  The v a s t  m a j o r i t y  

of p a r c e l s  remained  unimproved d e s e r t ,  m i l e s  away from c i v i l i z a t i o n .  

Of Rio Rancho ' s  a p p r o a c h e s ,  s a l e s  p i t c h e s  d e l i v e r e d  a t  r e c e p t i o n s  

across  the  c o u n t r y  were pe r haps  the  most  s u c c e s s f u l ,  ~ t e r - d i n n e r  

t a m  would be accompanied by b r i e f  f i l m s  or  s l i d e  shovs  abou t  t he  

fu tu re  comn~mity; d e s c r i p t i v e  l i t e r a t u r e  was d i s t r i b u t e d ,  too. E ighty  

to n inety percent  o f  Rio Rancho business in  the Ne~ York C i t y  

metropol i tan area, fo r  e3ample, was generated at  such ge t - toge the rs .  

$7 The land had been purchased o r i g i n a l l y  fo r  $180 per acre:  the p r i ce  
of i n d i v i d u a l  t r ac t s  va r i ed  from $3500 for  the t l rp i ca l  ha l f -ac re  
home l o t  to as much as $11,800 fo r  one acre. 
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Smal l e r ,  though s t r u c t u r a l l y  s i m i l a r ,  f r a u d s  may a l s o  employ a 

v a r i e t y  o f  means, p e r s o n a l  and i m p e r s o n a i ,  t o  r e a c h  and d e c e i v e  

v i c t i m s .  Promoters  o f  s h a r e s  i n  ~n abancb~ned Utah c o a l  =J~e a r r a r 4 e d  

for  a a bus  t r i p  co t h e  mine f o r  p o t e n t i e l  b u y e r s  and rep. r e s e n t a e 4 v e s  

of  the  b u s i n e s s  and g e n e r a l  media, f o o l i n g  t h e  f o r ~ e r  i n t o  b e l i e v i n g  

the mine vas  a c t i v e ,  and c a u s i n g  the  l a t t e r  t o  p u b l i s h  t he  d e f e n d a n t s ,  

m i s r e p r e s e n t a t i o n s  f o r  t he  e d i f i c a t i n n  o f  a e i d e r  c i r c l e  o f  unvary  

inve S t O r s. 

The examples i n  t h i s  d iscuss ion  o f  f raucht len t  sa les were a l l  

prosecuted as N a i l  and s e : ~ r i t i e s  f raud .  But a c t i v i t y  o f  the same so r t  

occurs i n  o the r  arenas.  False o r  nLis leading a d v e r t i s i n g ,  no ma t te r  

vhot the p r o d u c t ,  and shor t  v e i g h t i n g  and o t h e r  m i s l a b e l ~  by 

m-rchants have the same s t r u c t u r e - - a  s i ng l e  f r a d u l e n t  o p e r a t i o n  

v i c t i m i z i n g  many discrete,  ~mconnected a c t o r s .  In  the c r i m i n a l  cases 

studied by the sentenc inq  p r o j e c t ,  ve r y  obv ious d i f f e r e n c e s  betveen the 

object  " f o r  .-ale" and the C/Ling a c t u a l l y  purchased e x i s t - - g u s h e r s  are  

dry holes,  successfu l  companies are  bankrup t ,  garden  v i l l a s  are empty 

desert .  The gap narrows im con tex ts  not  g e n e r a l l y  cons idered c r i m i n a l ,  

such as the cases o f  p o t e n t i a l l y  m is lead ing  a d v e r t i s i n g  o f t e n  co r rec ted  

by the  FTC, v h e r e  i n t e n t  to  d e f r a u d  c a n n o t  be i n f e r r e d  v i t h  c e r t a i n t y  

fro1 the  c i r c u m s t a n c e s .  Like t h e i r  c r i m i n a l  c o u n t e r p a r t s ,  c i v i l  s a l e s  

f rauds may p roceed  i m p e r s o n a l l y ,  i n  t y p i c a l  mass m a r k e t i n g  s i t u a t i o n s ,  

through i n t e r m e d i a r i e s ,  as  vhen  consumers  buy f o u r - w h e e l e d  l~nons ,  o r  

on a more p e r s o n a l  b a s i s ,  in  l o c a l  o u t l e t s  t h a t  p r a c t i c e  b a i t  and 

s v i t c h  or  s imply  vend shoddy m e r c h a n d i s e .  



116 

Fraudulen t  s a l e s  a re  more l i k e l y  to  g ive  ev idence  o f  w e l l  

developed ~ p r e s s i o n  manaqement s t r a t e g i e s  t ~ n  the  f r a u d s  t r e a t e d  

e a r l i e r .  In many, we f i n d  e x t e n s i v e  p r e p a r a t i o n  and f i rm  c o n t r o l  c f  

the v i c t i m ' s  p e r c e p t / o n  o f  the  o f f e n d e r s  and t h e i r  envirorunent .  This  

says a good d e a l  about  bo th  the  v u l n e r a b i l i t y  of  o r g a n i z a t i o n s  i n  t he  

rout ine  t r a n s a c t i o n s  l a b e l e d  f r a u d u l e n t  suba~ss ion  or  p u r c h a s e ,  $e and 

the s t r e n g t h  o f  the  o r g a n i z a t i o n a l  form in  p e r p e t r a t i n g  f r au d ;  a l l  o f  

the e x t e n s i v e ,  ve ry  i b J u r i o u s  schemes i n  the  s a l e s  c a t e g o r y  ~ere  

c a r r i e d  out by p e r s o n s  vho had e s t a b l i s h e d  fo rmal ,  seemingly  l e g i t i m a t e  

o r g a n i z a t i o n s .  More t h a t  j u s t  a l e t t e r h e a d  yes  c r e a t e d  to  l end  an 

appearance o f  co rpo ra te  r e s p e c t a b i l i t y  i n  these cases; o f f i c e s  v i t h  

sales personnel  and the o the r  accouterments o f  the modern comme.-c~Ll 

vorkplace were se t  up to  convince p o t e n t i a l  v i c t i m s  o f  the 

o rgan i za t i on ' s  legit~Jnacy and the v e r a c i t y  o f  i t s  sa les  p i t c h .  Indeed, 

in the ve ry  bes t  cases, vhere g u i l e  and s o p h i s t i c a t i o n  approach o r  

surpass Chat e x h i b i t e d  i n  the legendary  " b i q  s to re "  cons (Naurer ,  1940; 

Lef f ,  1976), the impu ta t i on  o f  i l l e g i t i m a c y  i s  v e r y  p rob lema t i c  u n t i l  

the "p lay "  has run. i t s  c o u r s e .  

Consider the h i s t o r y  o f  development a t  Rio Rancho. The f i r s t  

model homes vere  b u i l t  t he re  du r ing  A p r i l  1962. A year  l a t e r ,  the 

f i r s t  res iden ts  moved i n .  By 1966, Rio Rancho had i t s  lOOth f a m i l y ;  by 

1970, i t s  500th. In  1972, the Bank o f  Nev Mexico e l e c t e d  the p r e s i d e n t  

of  Amrep to  i t s  board o f  d i r e c t o r s .  In  t~o more years ,  Rio Rancho had 

s. Several o f  the f r a u d u l e n t  sa les ,  i n c l u d i n g  the "g rea t  carbon paper"  
case, p o i n t  to  the s u s c e p t i b i l i t y  o f  o r g a n i z a t i o n s  i n  o the r  
c o n t e x t s ,  too .  
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grovn to  a community o f  5000, comple te  v i t h  an e i g h t y  u n i t  mo te l ,  

e igh teen  ho le  g o l f  c o u r s e ,  p r i v a t e  country, c l u b ,  f u l l  s e r v i c e  shopping  

complex, :.-vo r e t r e a t . t e n  c e n t e r s ,  an a c d i t o r i u ~ ,  a m ~ L i c  s c h o o l ,  a 

Library,  s w i ~  p o o l s  and p a r k s ,  a a~.dical  c l i n i c ,  a n~nber o f  

c o ~ e r c i a l  b u i l d i n g s ,  an i n d u s t r i a l  park  whose occupan ts  employed 750 

persons ,  two banks ,  f i v e  churchea ,  and a convent  o f  the  YeL%cLan 

Sis ters .  

Ourinq i t s  years o£ g r e a t e s t  a c t £ v i t v ,  Amrep employed a n a t i o n a l  

sales force o f  b~tveen s i x  ~ e igt ,  t hundred men and vomen, most o f  

vhom uor.~ed f u l l  t ime.  Near l y  one hundred ve re  employed i n  the Nev 

York Ci ty  o f f i c e ,  P.to Rancho ' s  l a r g e s t .  M e t r o p o l i t a n  a rea  h e a d q u a r t e r s  

were l cca ted  in  a ~ l h a t t a n  o~ f i ce  b u i l d i n g  bea r i ng  Amrep's name. 

Criminal i n d i c t m e n t s  v e r e  handed up in  1975, bu t  even a ~ t e r  t r i a l  and 

conv ic t ion ,  management c o n t i n u e d  to  i n s i s t  t h a t  l o t s  r e p r e s e n t e d  sound 

investments  and t h a t  development  vould  c o n t i n u e  as  p lanned ,  v i t h  f i v e  

hundred new heroes d n n u a l l y .  Heed one be a s t o n i s h e d  t h a t  so many h o n e s t  

souls  van ted  to  become a p a r t  o£ Rio Rancho ' s  " m a s t e r - p l a n n e d  

community" in  the sun? 

THOSE kq40 DEFRAUD 

The careers of  f raud  defendants e x h i b i t  r e q u l a r i t i e s  as s t r i k i n g  as the 

crimes they commit. I n d i v i d u a l s  who f i l e  f r a u d u l e n t  submis s ions  on 

t h e i r  ovn b e h a l f  very. o f t e n  come f r ~  economica l ly  end p s y c h o l o g i c a l l y  

deprived backgrounds. Products o f  broken,  l o v e r  c lass  homes, i n  

f requent con tac t  v i t h  the law, t h e i r  l i v e s  r e f l e c t  the s o c i a l  and 

personal  p a t h o l o g i e s  a s s o c i a t e d  v i t h  b e i n g  poor .  I t  i s  thus  no t  
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s u r p r i s i n g  they  most  o f t e n  c i t e  f l n ~ i a l  d i f f i c u l t i e s  when asked to  

expla in  t h e i r  conduc t .  The l a r g e r  r e q u e s t s  o f  o r g a n i z a t i o n s ,  on the  

o ther  hand, a re  i n  g e n e r a l  made by o l d e r ,  b e t t e r  ed u ca t ed  p e r s o n s ,  

having no h i s t o r y  o f  l e g a l  en t anq l emen t .  These d e f e n d a n t s  blame 

o r g a n i z a t i o n a l  and o t h e r  b u s i n e s s  p rob lems ,  o r  the  bad f a i t h  o f  

co l leagues  and e~ploFees  when Justi~yln9 untoward b e h a v i o r .  

I read  too  few f r a u d u l e n t  p u r c h a s e s  t o  do much more than  s p e c u l a t e  

about the kind o f  pe r son  who c ~ i t s  such a c t s ,  bu t  t he  p a t t e r n  in  

these cases  seems Co fo l low t h a t  o f  f r a u d u l e n t  s a l e s .  Many o f  the  

defendants  in  the  more r u n - o f - t h e - m i l l  s a l e s  c a s e s  look l i k e  t hose  

convic ted  o f  ruskin 9 f r a u d u l e n t  submiss ions  on beha l~  o f  o r q a n i z a t i o u s ,  

having led  r e l a t i v e l y  s t a b l e  middle  c l a s s  l i v e s  u n t i l  t h e i r  

misadventure w i th  the  law. Those in  s u b o r d i n a t e  r o l e s  c l a ~  l ack  o£ 

awareness,  i n e x p e r i e n c e ,  o r  a b e l i e f  t h a t  t h e i r  a c t i v i t y  was 

l e q i t ~ n a t e .  D i s c l a ~ n e r s  a s i d e ,  one has  the  s ense  t h a t  t h e s e  men and 

w~en  got cauqht  up in  a c o l l e c t i v e  e n t e r p r i s e  and were c a r r i e d  forward 

by the s o c i a l  ~ m e n t ~  group l i f e  p r o v i d e s .  P r i n c i p a l s  i n  t h e s e  

smal ler  and middle  l e v e l  s a l e s  f r auds  speak l e s s  o f ten  a f t e r  

convict ion~ when they do. they  mention f i n a n c i a l  p r e s s u r e ,  bus~less 

adve r s i t y ,  the  d i s l o y a l t y  o f  coworkers  and, aga in ,  i m p e r f e c t  knowledge 

of the law. 

Quite a number of the larger fraudulent sales are desiqned by 

professional con men. There may be a common family constellation or 

career pattern among this group, but the presentence reports are not 

detailed enouqh for one to specify it precisely. I£ such persons have 

d i f f i c u l t i e s  i n  e a r l y  l i f e ,  t h e s e  c e r t a i n l y  c a r r y  over  to  adu l thood ;  
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mar i t a l  d i s c o r d ,  a l c o h o l i s m ,  and r e c o r d s  o£ minor ,  as  v e i l  as major ,  

a r r e s t  appear more o f t e n  than ~ne would o t h e r w i s e  e x p e c t .  

masterminds o f  the  I n d u s t r i e s  I n t e r n a t i o n a l  a f f a i r  had b a t h  s e r v e d  t ime 

for  s4m41ar o f f e n s e s  i n  the  p a s t .  So d i d  one o f  t h o s e  i n v o l v e d  in  the  

music i ndus t r y  bankrup tcy  f raud .  In  ~act ,  a t  l e a s t  one -qua r te r  o f  the 

primary a c t o r s  i n  m- jo r  s a l e s  f r auds  d id  no t  f i t  the  t r a d i t i o n a l  4,nage 

of  the "c lean"  ~ L i t e - c o l l a r  c r i m i n a l ,  hav ing  been a l r e a d y  i n d i c t e d  f o r  

s i q ~ i f i c a n t  n o n v i o l e n t  economic i l l e g a l . t r y ;  s e v e r a l  o f  those vho had 

not vere a t  l e a s t  suspected o f  s i ~ t l a r  conduct by U.S. Pos ta l  

In spec to r s  or  the  SEC. 

SUmmARY 

This chap t e r  has d i s c u s s e d  t h r e e  d i s t i n c t  v a r i e t i e s  o f  f r a u d .  In the  

f i r s t ,  an o r g a n i z a t i o n  i s  v i c t i m i z e d  by o u t s i d e  p e r s o n s  who take  

advantage o f  r e g u l a r  a p p l i c a t i o n  and review p r o c e d u r e s .  The 

o r g e n i z a t i o n  p a r t s  wi th  cash or  c r e d i t ,  or  makes a n o n f i n a n c i a l  

dec i s ion  on the b a s i s  o f  a f r a u d u l e n t  submiss ion  f i l e d  by e x t e r n a l  

a c to r s .  The nex t  k ind  o f  f r aud  i s  s t r u c t u r a l l y  sJz~t lar ;  o r g a n i z a t i o n s  

are again chea t ed  by r e q u e s t s  from the  o u t s i d e .  But he re  the  

organ iza t ion  does no t  r e v i ~  the requests i t  gets  so much as i t  reac ts  

to them, un thL~k ing ly  f i l l i n g  orders  f o r  merchandise t ha t  r i l l  never  he 

paid f o r .  Because such cases o f t en  a r i s e  i n  customary business 

contexts,  i n t e r a c t i o n  betveen p e r p e t r a t o r  and vict~,n i s  less  fo rmal  

than when f r a u d u l e n t  submiss ions  are  f i l e d .  

In both  f r a u d u l e n t  submiss ions  and p u r c h a s e s ,  t h e r e  a re  

s i g n i f i c a n t  d i f f e r e n c e s  between the  o f f e n s e s  o f  i n d i v i d u a l  a c t o r s  and 
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persons  working i n  an o r g a n i z a t i o n a l  s e t t i n g .  The l a s t  f r aud  c a t e g o r y  

i s  popu la ted  almos ~ . e n t i r e l y  b 7 o r ~ z a t i o n a l  ~r imes ,  however.  Zn 

these ,  tncLtvichaals or  o r g a n i z a t i o n s  a re  v i c t i m i z e d  by a s i n g l e  s a l e s  

piov:  they ar  ° - t r i c k e d  i n t o  buy in  9 someth~uq f o r  more than  the  p ro d u c t  

or s e r v i c e  i s  r e a l l y  wor th .  P a t t e r n s  o f  i n t e r a c t i o n  a re  more d i v e r s e  

and, whi le  t hey  may in  t h e o r y  c la im on ly  a l i m i t e d  number of  v i c t i m s ,  

f rauds of  s a l e  o f t e n  i n j u r e  many p a r t i e s  over  a wide a r e a .  Too, they  

~requent ly  m a n i f e s t  c c a p r e h e n s i v e ,  t e c h r ~ c a l l y  s o p h i s t i c a t e d  s t r a t e g i e s  

of  decep t ion ,  and a re  more i n t e r e s t i n g ,  i n  t h i s  r e s p e c t  a t  l e a s t ,  than  

many f r a u d u l e n t  submiss ions  or  p u r c h a s e s .  

Can the  t h r e e  c a t e a o r i e s  ha n e a t l y  c l a s s i f i e d ?  Not in  terms o f  

v i c t ~ n i z a t i o n l  f r auch~en t  submiss ions  harm o r g a n i z a t i o n s ,  bu t  

f r audu len t  p u r c h a s e s  and s a l e s  i n j u r e  o r~u~Lzat ions  end Z_n~Lvidual men 

and women. Nor by r e f e r e n c e  to  mode o f  commission;  whi le  f r auds  o f  

sa le  are n e a r l y  always o r g a n i z a t i o n a l  c r~nes ,  submis s ions  and purchmses 

may be c a r r i e d  out  by i n d i v i d u a l s  o r  c o r p o r a t e  g roups .  I n t e r a c t i o n  i s  

formal when submiss ions  a re  made, l e s s  r i q i d  when s a l e s  are  comple ted ,  

and somevhere i n  between in  the  case  o f  p u r c h a s e s .  Vic t ims  r e f l e c t  

more gu l ly  over  the  p r e s e n t a t i o n s  made by those  who conner  £rauds o£ 

submission and s a l e ,  but  s imply  r e a c t  to  the  r e q u e s t s  o f  f r a u d u l e n t  

purchasers .  There i s  no p a t t e r n .  This  typo logy  o£ £raud does not  £ i t  

nea t ly  i n t o  any two-by-t~Jo a r r a y ;  each d e f i n i t i o n  depends u l t i m a t e l y  on 

behaviora l  c o n t e n t  and, to  a l e s s e r  e x t e n t ,  on the  c o n t e x t  i n  which 

such behavior  o c c u r s .  

I tu rn  nex t  to  the w h i t e - c o l l a r  c r imes  I c a l l  t a k i n g s .  I beq in  by 

expla in inq  how t ak inq  end f raud  d i~£e r .  



C b ~ t ~ r  IV 

TAKING 

I 

Takinq i s  t h e f t .  Though t a k i n ~  may be accompanied by d e c e i t ,  t hey  a re  

not  f rauds .  Vic t ims  a re  n e t  pe r suaded  to  a c t ;  something  o f  va lue  i s  

from them. no t  g iven  up w i l l f u l l y  i n  r e spons e  to  

'~ t~ . representa t ion o r  f a l s e  d i s p l a y .  In  t a k ~ g s ,  money or  o t h e r  

be-l.onq~gs are s e i z e d  (o r  r e t a i n e d )  by p e r s o n s  h e l p i n g  themse lves  to  

someone e l s e  ' s p r o p e r t y .  

Takings dell.rid on abuse o f  o n e ' s  p o s i t i o n  w i t h i n  an orq~m~za,.ion 

or r e l a t i o n a l  ne twork .  Some h inge  more on v i o l a t i o n  o f  t he  t r u s t  

accorded o f fenders ,  o thers  an abuse o f  the power i m p l i c i t  i n  o f fenders .  

ro les.  Most o f  the former are  c a r r i e d  ou t  by persons who s t e a l  from 

the org,.nizat~ons they yo r k  f o r .  Such persons u s u a l l y  ac t  a lone.  

Their  conduct v a r i e s  i n  comp lex i t y ,  and i n  the f o l l o w i a g  d iscuss ion  I 

d i s t i ngu i sh  ve r y  s imple t h e f t s  from r e l a t i v e l y  s o p h i s t i c a t e d  ones. I 

next consider  cases t h a t  ~ i q h t  be more a p p r o p r i a t e l y  described as 

keepings, r a the r  than t ak ings :  those where funds come i n t o  er ie 's 

lawfu l  possession bu t ,  u a l a v f ~ l l y ,  are never  re leased .  Here, the 

immediate v i c t ~ n  i s  o f t e n  no t  the  d e f e n d a n t ' s  employer ,  bu t  a p a r t y  a t  

one end of  a cash  f lma.  F i n a l l y ,  i f  t a k i n g s  c o n t i n g e n t  on t r u s t  

v i o l a t i o n  may be s a i d  to  resemble  the  work o f  pickpockets--persons 

whose t h e f t s  depend on cunning and d e x t e r i t y - - t h e n  o t h e r s ,  t u r n i n g  on 

the misuse o f  power, look l i k e  s t r e e t  c r imes  where a gun i s  h e l d  to  the  

- 1 2 1  - 
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Such a c t i v i t y  i n  the v h i t s - c o l l a r  c o n t e x t  amounts to  

SIMPLE TAKINGS 

Most o f  the take rs  i n  my sample worked i n  a bank. And as I i n d i c a t e d  

in  chapter two, most embezzlements are  r e a l l y  q u i t e  s t r a i q h t f o r v a r d .  

One defendant,  employed as a t e l l e r - t r a i n e e ,  s imply  took  $7550 from h is  

f e a s t e r ,  ven t  to  lunch,  and d i do '  t come back. He was discovered by 

the FEZ seven weeks l a t e r ,  work inq  i n  a nearby l i q u o r  s t o re .  Another  

f e 1 1 ~  put  $18,000 i n  a brown paper bag be fo re  depar t inG.  He t r a v e l l e d  

in Europe and Canada for nearly a month, spending some $7000 of the 

l oo t .  The balance was recovered when the defendant  was f i n a l l y  

ar res ted by Canadian p o l i c e .  

These cases were commit ted i n s t a n t l y ;  the many who do not  abscond 

invite no a t t e n t i o n ,  end it i s  thus more l i k e l y  that even s imple 

ead)ezzlements w i l l  c o n t i n u e  f o r  some t i m e .  & s u r p r i s e  c a s h  a u d i t  a t  a 

Maryland bank found  a t e l l e r  $900 s h o r t .  She a d m i t t e d  " b o r r o w i n q  u 

money from h e r  d rawer  f o r  two months  t o  h e l p  meet  h o u s e h o l d  and o t h e r  

expenses .  & $9100 t h e f t  i n  Texas  r e m a i n e d  u n d i s c o v e r e d  f o r  a l m o s t  f o u r  

weeks; the defendant  kept  the shor taqe h idden by f a l a i £ y i n g  d a i l y  cash 

sheets. 

C r~es  on ly  s l i q h t l y  more s o p h i s t i c a t e d  may l a s t  a long wh i l e ,  

too. A t e l l e r  was p e r m i t t e d  an e n t i r e  year  to  m isappropr ia te  $2450 by 

forq inq customers'  s iqna tu res  on w i thd rawa l  s l i p s .  Only when someone 

had the i n t e r e s t  posted on her  account and found an e n t r y  f o r  a 

mysterious "no book w i t h d r a w a l , "  d i d  t h i s  person come under susp ic ion .  
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The de fendan t  r e a d i l y  ackLitted g u i l t ,  s ay ing  he h a t e d  h i s  j ob  and yes  

j u s t  a g e t t i n g  even" v i t h  the  bank.  & loun o f f i c e r  i n  N~-v York Ci ty  

embezzled $4829 i n  f o u r  mon~J:s by making s e v e r a l  w i t ~ d r a v a i s  from an 

i n t e r n a l  sec t ,  rot  used  to  i s s u e  the  b a n k ' s  own checks .  I t  took twice  

four months tc  d iscover  vhat he had done. I t  d i d n ' t  take qu i te  so 

long, though, to  l e a r n  t h a t  t en  $50 t r a v e l l e r ' s  cheques  v e r e  m i s s i s  g a t  

a Los Angeles bank.  The c u l p r i t ,  a "no te  t e l l e r , "  had vorked  in  t he  

t r a v e l l e r ' s  cheque s t a t i o n  fo r  t~o weeks in  September and had then gone 

~OL. Her t h e f t  came to  l i g h t  only  v£en e y e a r - e n d  a u d i t  r e v e a l e d  the  

cheques vere gone. 

Embezzlers who s i t  a t  desks  can take even more t ime than  those  

standing a t  ,,windovs.- One at  a Georgia bank made near l y  a euLll ion 

d o i l a r s  i n  £our y e a r s  by i s s u i n g  loans  i n  the  names o£ h i s  v i £ e ,  

f a t h e r ,  son,  and ocher  p e r s o n s ,  r e a l  and £ i c t i t i o u s .  Most were £or 

$5000; anFthing g r e a t e r  would have been rou t ed  to  the  b a n k ' s  e x e c u t i v e  

committee f o r  app rova l .  Even so ,  l a r g e r  ones  ve re  o c c a s i o n a l l y  

au thor ized  wi thou t  the  c m n m i t t e e ' s  k~ovledge.  R e c i p i e n t s '  s i .~natures  

on promissory  n o t e s  were gorged by the  de£endant  o r ,  Jn c e r t a i n  c a s e s ,  

by one o£ h i s  c r e d i t o r s ,  a l s o  a bank cus tomer .  Loan p r o c e e d s  £ inanced 

the de£endant's s izeab le  c a t t l e  ranch, deeply in  the red. 

& bank v i c e - p r e s i d e n t  resor ted to  an i d e n t i c a l  p loy ,  issu~'~g a 

$3000 loan to someone who d i d n ' t  e x i s t .  The note matured ~hen the 

defendant was on vaca t ion ,  however, and the bank's p res iden t ,  wishing 

to i n i t i a t e  c o l l e c t i o n  proceedinge, t r i e d  to loca te  the debtor .  The 

address on the loan a p p l i c a t i o n  was the same as tha t  o£ a defunct 

corporat ion vhose o££icers inc luded the de£endant. Faced w i th  th is  
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evidence ,  the  v i c e - p r e s i d e n t  l e f t  a check  s i q n e d  by the  "bor rower"  f o r  

the ~LU amount o f  the loan in  the bank 's  n igh t  de l~s i~ory ,  then q u i t  

his job. 

Not a l l  s ~ p l e  t a k i n g s  a r e  prosecu~.ed a s  embezz lement .  But 

hovever p r o s e c u t e d ,  t h e i r  o u t l i n e s  a r e  a l v a y a  t he  same. The l e a s t  

compl ica ted  i n v o l v e  t he  d ~ r e c t  t h e g t  o f  c a s h  or o t h e r  v a l u a b l e s ;  o t h e r s  

r equ i r e  t h a t  ",he d e f e n d a n t  " c r e a t e "  money, u s i n g  germs a v a i l a b l e  on the  

Job. Re.tuber ~ S£C case discussed i n  chapter t~o, in  vh ich an 

employee o f  a D e t r o i t  b r o k e r a g e  house  u sed  c u s t c ~ e r  f unds  and h~s  

f i r m ' s  s e c u r i t i e s  to  make p e r s o n a l  i n v e s t m e n t s ?  Tha t  y e s  a r e l a t i v e l y  

s ~ l e  t a k i n g  c c m n i t t e d  i n  a nonbank:Lng c o n t e x t .  While the presontence 

r epo r t  vas  n o t  e s p e c i a l l y  d e t a i l e d ,  the  de£endsnt a p p a r e n t l y  d id  n o t  

maneuver funds  or  tamper  v i t h  a c c o u n t s  i n  more t h a n  a v e r y  l i m i t e d  

fashion. A £alse claims case tha t  say a Georgia a t to rney  s t e a l  

$300,000 from an escrov account vas s i m i l a r .  Funds received on behal£ 

o£ c l i e n t s  to  pay e x i s t i n g  £ i r s t  m o r t g a g e s  and m i s c e l l a n e o u s  c l o s i n  9 

c o s t s  vere  i n s t e a d  u s e d  to  r e p a i r  an a i r p l a n e ,  buy a c a r ,  and s e t t l e  

the d e £ e n d a n t ' s  t a x  b i l l .  {The a t t o r n e y  ye s  c o n v i c t e d  f o r  £ a l s e l y  

c e r t i f y i n g  to  t he  V& and FH& t h a t  t h e i r  l o a n s  had been d i s b u r s e d  

p r o p e r l y . )  A s econd  SEC ca se  i n v o l v e d  a c o r p o r a t i o n ' s  s t o c k  t r a n s f e r  

agent .  No loan  £orms handy ,  he i s s u e d  the  £ i r m ' s  s t o c k  v i t h o u t  

a u t h o r i z a t i o n .  F r i e n d s  h e l p e d  s e l l  200,000 oE t h e s e  s h a r e s  t h r o u g h  a 

loca l  i n v e s t m e n t  £irm,  b r i n g i n g  in  a coo l  $677,000.  

The a n a l y t i c a l  d i s t i n c t i o n  between graud  and t a k i n g  i s  i m p o r t a n t ,  

though sometimes t e n u o u s .  Note t h a t  v i c t i m  o r g a n i z a t i o n s  i n  a l l  t h e s e  

cases  did  no t  make a c o n s c i o u s  d e c i s i o n  to  p a r t  v i t h  f u n d s .  S u p e r i o r s  
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and col leagues were s ~ p l y  mot avare o f  the defendent ,s  a c t i v i t y .  One 

may say, o f  course, t ha t  v i c t ims  -~ere l u l l e d  by a successfu l  

presents t ion of  e~er~day r e g u l a r i t y  and calm7 i f  they suspected 

~efend~t ,  t hey  v o u l d  have t r i e d  to  p r e v e n t  t he  cr4_me. Pe rhaps  the  

m m x c e p t i o n a l  appea rance  o f  m a t t e r s  i s  o c c a s i o n a l l y  f u r t h e r  promoted  by 

the  d e f e n d a n t ' s  r e p o r t s ,  o r a l  o r  w r i t t e n ,  d e s i g n e d  to  s u p p o r t  the  

a s s u ~ t i o n  t h a t  e v e r y t h i n g  i s  r u n n i n g  a l o n g  s m o o t h l y - - t h e  p r e s e n t e n c e  

r e p o r t s  g e n e r a l l y  l e a v e  such d e t a i l s  u n s t a t e d .  ~ , t  oven if this were 

t rue ,  i t  would s t i l l  be  the  ca se  t h a t  v i c t i m s  d i d  no t  ~ o u i n g l y  "hand 

over the  qoodo,"  as  t hey  do when p e r s u a d e d  t o  buy s eme th ing  l e s s  

va luab le  t han  i t  seems,  o r  to  approve  o s t e n s i b l y  d e s e r v i n g  r e q u e s t s  f o r  

funds ox m e r c h a n d i s e .  The v i c t i m s  o f  f r a u d  make a c o n s c i o u s  decision 

in d i r e c t  r e sponse  to  the  d e f e n d a n t ' s  f a l s e  d i s p l a y ;  t h e y  g ive  a t  l e a s t  

temporary c o n s e n t  to  the  t r a n s a c t i o n  a t  hand .  When v a l u a b l e s  a re  

taken, v i c t ims  do no th ing  a t  a l l .  C e r t a i n l y ,  they don't a~sent to the 

d e f e n d a n t , s  conduc t .  I n t e r a c t i o n  be tween  p e r p e t r a t o r  and v l c t i m  i s  o f  

an e n t i r e l y  d i f f e r e n t  c h a r a c t e r ;  e i t h e r  t h e r e  i s  no r e a l  communica t ion ,  

or what i n t e r a c t i o n  does take  p l a c e  i s  p e r i p h e r a l  to  a c t u a l  c r i m i n a l  

a c t i v i t y ,  o f t e n  coming a f t e r - t h e - f a c t .  

NOT-SO-SIMPI~ TAKINGS 

Thou~. not t e r r i b l y  soph i s t i ca ted ,  c e r t a i n  tak ings are more e labora te  

than those so fa r  presented.  Such of fenses f requen t l y  invo lve  the 

man~ula t ion of  bank accounts. Three examples g ive one a sense o f  what 

is st  stake, 
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• & "new accoun t s"  t e l l e r  go t  i n  t he  h a b i t  o f  wi thdrawing  l i m i t e d  

amounts from a p a r t i c u l a r  c ~ s t o ~ e r ' s  accoun t ,  t h a t  o f  an e l d e r l y  

vmnan who d i d  no t  pa 7 much a t t e n t i o n  to  m ~ t h l y  s t a t e m e n t s .  Funds 

were a t  f i r s t  qu i ck ly  replac_-d, bu t  t h i s  became i m p o s s i b l e  as  

t s k ~ ,  grew i n c r e a s i n g l y  l a r g e .  To cover  s h o r t a g e s ,  the  

de fendan t  began to  d i v e r t  funds from o t h e r  a c c o u n t s ,  and was 

caught when one depos i to r  no t i ced  tha t  her i n i t i a l  balance om one 

statement d id  not agree w i th  the prev ious month's f i n a l  f i gu res .  

Thouqh more than $10,000 had been moved around in  two years,  the 

bank l o s t  on ly  $2100. 

• kn a s s i s t a n t  b ranch  manager embezzled $8300 in  something under  

th ree  yea r s  by drawing checks  on c u s t o m e r s '  a ccoun t s  and 

d e p o s i t i n q  the  p roceeds  in  he r  own. To concea l  t h i s  a c t i v i t y ,  she 

d e b i t e d  and c r e d i t e d  the  h o l d i n g s  o f  s t i l l  o t h e r  p e r s o n s ,  

u l t i m a t e l y  char~lng the wi thdrawals agoinst  severa l  accounts which 

were otherwise dormant. 

• In four years,  the v i c e - p r e s i d e n t  o f  a Chicago bank e~bezzled two 

and a h a l f  m i l l i o n  d o l l a r s ,  making wi thdrawals from a law ta rgeted 

accounts, dsposltinq such funds in  a corporate a c c o u n t  fo r  which 

he vas respons ib le ,  then t r a n s f e r r i n q  the money to  s second bank. 

Though no d e t a i l s  were given,  the presentence repor t  imp l ied  the 

scheme was f a i r l y  soph i s t i ca ted .  I t  must have been, fo r  i t  was 

discovered only a f t e r  one customer complained tha t  h is account was 

$600,000 shor t .  

as the foreqoinq suqgests, the t a k ~ q s  of  middle and hiqher l e v e l  

bank officials a re ,  in  g e n e r a l ,  c o n c e p t u a l l y  little d i f f e r e n t  f ron  
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those  o f  t e l l e r s  end  c l e r k s .  What t e l l e r s  a c c o m p l ~ h  v i t h  v £ t h d r a v a l  

s J ~ s  and bank books, o f f i c e r s  do v i t h  the  uuRter4_als t hey  have 

t u n e d i a t e l y  a t  hand .  There  i s n ' t  much d i ~ f e r e n c e  be tween  t he  

c0=p. l e t i o n  o f  ~ r a u d u l e n t  l o a n  a p p l i c a t i o n s ,  and b l a n k  t r a v e l e r ' s  

cheques or  money o r d e r  forms.  When s loan  o f f i c e r  f o r g e s  a c u s t c m e r ° a  

ndme on an a p p l i c a t i o n  ( v h e t h e r  t he  cus tomer  e x i s t s  or  n o t ) ,  does he o r  

she do a n y t h i n g  t h a t  a t e l l e r ,  vho f o r g e s  a s i g n a t u r e  on a v i t h d r a v a l  

s l i p ,  does no t?  Cases i n v o l v i n g  b ~ k  o f f i c e r s  l ook  f a m i l i a r  vhen  one 

has read  t hose  o f  t h e i r  s u b o r d i n a t e s ;  d i r e c t  : h e f t ,  a c c o u n t  

man ipu la t ion ,  and f o r g e r y  a r e  a c t i v i L i e s  v h i c h  occu r  a t  bo th  ends o~ 

the bank's j ob  h i e r a r c h y .  

Too, l~Lc~ly p l a c e d  e m b e z z l e r s  e v i d e n c e  no more ~n~.le o r  

s o p h i s t i c a t i o n  t h a n  do t e l l e r s  end c l e r k s .  The abuse  o f  t r u s t  by t h o s e  

in  p o s i t i o n s  of  a u t h o r i t y  makes l a r g e  embezzlements  p o s s i b l e .  As one 

moves up the co rpo ra te  l adde r ,  pe rm iss i b l e  loan  l ~ t s  grow l a r g e r ,  one 

has access to  more J~por~ant  accounts and, o f  course,  one is  less  

c lose ly  superv ised.  These f a c t o r s ,  no t  s t m e r i o r  cunninq or  the 

a v a i l a b i l i t y  o f  advanced techno logy ,  make embezzlement a t  I~iqher l e v e l s  

more p r o f i t a b l e .  

Why c a l l  t h e s e  c a s e s  t a k ~ q  r a t h e r  t h a n  f r a u d ?  A f t e r  a l l ,  s e v e r a l  

Involved d e c e l t - - f a l s e  c a s h  s h e e t s ,  r e a r r a n c ~ n e n t  o f  funds ,  f o r g e d  

promissory n o t e s .  But ,  a g a i n ,  v i c t i m s  d i d  n o t  make c h o i c e s  on the  

b a s i s  of  such d e c e p t i o n ;  l i e s  d i d  no t  p e r s u a d e ,  they  p e r p l e x e d .  By the  

t~me t a k e r s  r e s o r t e d  to  f r a u d ,  t hey  had a l r e a d y  g a m e d  t h e i r  innnediate  

ob jec t ive - -money  i n  hand,  t hey  needed on ly  to  d i v e r t  t h e  a t t e n t i o n  o f  

onlookers .  I m p r e s s i o n  menagement d i d  no t  vJ,n a change o f  h e a r t ,  or  the  
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v i c t i m ' s  w i l l i n g  dec i s i on  to  e n t e r  i n t o  a t r a n s a c t i o n  w i t h  the 

defendant. The latter's crime was committed when readily available 

funds were d e l i b e r a t e l y  taken, a l t h o u g h  they  may be d e c e i v e d  and t h i n k  

no t h e f t  has occu r r ed ,  vicv-~ms o£ t a k i n q s  e r e  no t  t r i c k e d  i n t o  g i v i n q  

money away. The i r  money i s  s t o l e n .  

Compare the  case  i n  c h a p t e r  c ~  o f  the  U.S. K a r s h a l ' s  S e r v i c e  

employee, padding time sheets r eco rd ing  the hours h i s  f e l l o w  pr4aoner  

guards vor~ed.  There,  f r a u d  was c o a ~ i t t e d  e n t i r e l y  w i t h i n  an 

organ~zet ion;  the  f a l s e  t ime r e g i s t e r s  were reviewed and a c t e d  upon a t  

o ther  l e v e l s  o f  the  M a r s h a l ' s  S e r v i c e .  This  o ccu r r ed  aga in  when an 

insurance company a d j u s t o r  and one o f  h i s  cus tomers  combined to  f i l e  

f i c t i t i o u s  c l a i z ~  on the  l a t t e r ' s  t enan t /homemmer  p o l i c y .  The 

ad jus to r  put  h i s  s e a l  o f  approva l  on c l a ims  he knew to  be f a l s e ,  bu t  i t  

was someone e l s e  in  the i n s u r a n c e  company who d e c i d e d  to  pay t h - - .  

The Texas insu rance  sa lesman c i t e d  in  c h a p t e r  t h r e e  who f i l s d  

fa lse requests f o r  loans on h i s  .-~stomers' p o l i c i e s  p rov ides  a f ~ l  

example. L i ke  a bank loan  o f f i c e r ,  the defendant  c rea ted  money by 

v r i t ~ g  loan a p p l i c a t i o n s ,  but  no t  be fo re  he f i r s t  convinced someone 

else ~ the company the a p p l i c a t i o n s  were r e a l .  Tha t ' s  something the 

sveraq~ bank o f f i c e r  needn ' t  wor ry  about .  In  most cases, no 

p resen ta t ion  i s  requ i red ;  t h e r e ' s  no need to  w~n over  another  p a r t y  

ezerc is inq  independent judc~nent, because defendants have immediate 

access to cash or  o the r  va luab les  and s imp ly  he lp  themselves.  The i r  

conduct i s  thus  t a k ~ q ,  no t  f r eud .  



KEEPINGS 

The d i f f e r e n c e  beCveen keep ings  and o t h e r  t a k i n g s  i s  s u g g e s t e d  by the  

words t hemse lves .  ~ e t h e r  s imple  or  c~mplex, i n d i v i d u a l  o r  team 

e f £ o r t s ,  the  t a k i n g s  r e v i e v e d  thus  f a r  r e q u i r e d  t h a t  offend~-rs  s e i z e  

and e s t a b l i s h  411£ci t  c o n t r o l .  When money i s  k e p t ,  funds  t h a t  come 

in to  o n e ' s  p o s s e s s i o n  l e g i t i m a t e l y  a re  ~ l l e g a l l y  r e t a i n e d .  Cases i n  

t h i s  c a t eqo ry  ;~ ,ne ra l l y  do n o t  c l a im as t h e i r  immediate v~c-.~n the  

d e f e n d a n t ' s  employer ,  a l t hough  t h a t  o r q a n i z a t i o n  may e v e n t l : a l l y  ~ake 

go~d i t s  s e r v a n t ' s  misdeed.  

B o u n d a r y - ~  employees o f t e n  ho ld  on to  monies t h a t  ~re comin 9 

in to  or  l e av ing  t h e i r  £ i r u .  T e l l e r s  vho skim d e p o s i t s  keep.  The 

v i c e - p r e s i d e n t  o f  an u p s t a t e  New York bank d i d ,  too,  s t e a l i n g  $11,841 

over t h ree  yea r s  by d i v e r t ~  c u s t o m e r s '  p e r s o n a l  loan  payments .  He 

was found out  when a s u b o r d i n a t e  n o t i c e d  t h a t  t h r e e  s t u d e n t  loans  v e r e  

apparen t ly  overdue .  Not s a t i s f i e d  v i t h  the  d o f e n d a n t ' s  a s s u r a n c e s ,  she 

not i f ied  another bank o£gicer, vho quick ly  discovered vhet had been 

going on. 

An in su rance  sa lesman £or E q u i t a b l e  L i f e  coannit ted a s i m i l a r  

crime. He conv inced  a number og h i s  p o l i c y h o l d e r s  Co redeem t h e i r  

p o l i c i e s  £or nev i n s u r a n c e .  CLien t s ,  ~ai . led re£unds checks  by the 

company upon redempt ion ,  gave them r i q h t  back to  the  de£endant  to  pay 

for  the hey p o l i c i e s .  But the  checks  were never  pa s s ed  on; they  were 

depos i t ed  in  the s a l e s m a n ' s  own bank accoun t .  Why v a s n ' t  t h i s  a 

f raudulent  s a l e ?  Because the i n s u r a n c e  man cLtdo' t make a " n o t h i n g  £or 

someth~9" s a l e ;  new p o l i c i e s  vou ld  presumably  have been £or thcoming 

had Equi tab le  a c t u a l l y  r e c e i v e d  payment (and.  in  f a c t ,  the  company d id  
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make good as soon as  i t  l e a r n e d  what had o c c u r r e d ) ,  s~ The d~fendant  

simply kept some money t h a t  had l e g i ~ n a c e l y  e n t e r e d  h i s  temporary 

p o s s e s s i o n .  

A . tefendant  ment ioned b r i e f l y  i n  the  second c h a p t e r ,  vho fa:Lled to  

send o f f  ren t  monies she had c o l l e c t e d  i n  a HUD housinq pro : j ec t ,  worked 

fo r  a company h i r e d  by the  government t o  manage the  p r o p e r t y .  Others  

vbo keep funds c o l l e c t e d  on b e h a l f  o f  f e d e r a l  aq~_ncies are  the  

employers vho do no t  r emi t  s o c i a l  s e c u r i t y  and o t h e r  t a x e s  v i t h h e l d  

from v o r k e r s '  peych--cks.  The owners o f  a smal l  lounqe in  Ba l t imore ,  a 

prosperous  co t t on  business,  and an au to  body shop a l l  neg lec ted  to  f i l e  

proper q u a r t e r l y  FIC£ and ~ r i t hho ld inq  forms or  annual  unemployment 

r e t u r n s .  & doc to r  d id ,  t o o .  a0 

Funds outward bound were kept  by a banker  vho fo rg ed  the  p a y e e ' s  

s iqna tu re  on a r e b a t e  check and cashed  i t  h4,nsel f ,  r a t h e r  than 

forvard ing  i t  to  the  i n t e n d e d  r e c i p i e n t .  T e l l e r s  are  f r e q u e n t l y  

~ p l i c a t e d  f o r  comparable a c t i v i t y .  In  a case  unconnec ted  v i t h  the  

broader Rio Rancho p r o s e c u t i o n s ,  t h a t  company's  d i r e c t o r  o f  Nay York 

Ci ty  sales and h is  a s s i s t a n t  s t o l e  d i s s a t i s f i e d  cus to=ers '  re funds.  

The tvo o f ten  ma i led  on l y  the b u y e r ' s  p r i n c i p a l ,  keeping the i n t e r e s t  

such p r i n c i p a l  had earned; on ocher o c c a s i o n s ,  on l y  a few of  many 

sl  The burden J_n a takLuq always f a l l s  on the  o r q a n i z a t i o n  vhose 
vorkers are s t e a l i n q  (o r  some t h i r d  p a r t y  i nsu re r  vho stands i n  f o r  
the v i c t im  o r g a n i z a t i o n ) .  With f r aud ,  the  a c t o r s  who are  f o o l ed  
( e . g . ,  the buyers )  must shou lde r  a l l  l o s s e s .  The pa in  of  
embezzlement i s  thus absorbed by banks and i nsu rance  companies; any 
in jury  t h a t  might have been i n f l i c t e d  on i n d i v i d u a l  p o l i c y h o l d e r s  
yes here borne by the de fendan t ' s  employer .  

61 Defendants are soa~t~nes conv i c ted  f o r  f a i l i n g  to  depos i t  w i t h h e l d  
funds i n  spec ia l  IRS bank accounts.  
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checks a c t u a l l y  due vould  De r e t u r n e d .  

Here, as b e f o r e ,  over tones of  f r aud  a~y be hea rd .  Those e x p e c t i n g  

to r e ce ive  are  o f t e n  the  v ick tms  o f  ] . tes .  But the~ haven '  t d e c i d e d  to  

r e l i n q u i s h  t h e i r  money t o  defendants ;  i t ' s  been s t o l o n ,  even ~f  t ~ y  

don't know it. 
| 

EXTORTION 

Money may be taken by g u i l e  or  f o r c e .  In  the  ~ t t e - c o L t a r  a r en a ,  f o r c e  

does not  grow out  o f  a gun b a r r e l ,  bu t  from the  a u t h o r i t y  one has .  In 

cases  a l r eady  d i s c u s s e d ,  p o s i t i o n  a f f o r d e d  d e f e n d a n t s  a van tage  p o i n t  

f r ~  which to  s t e a l - ° i t  a l l owed  immediate access to  a f l ow  o f  money or  

the means to  channel  t h a t  f l ow  in  a more conven ien t  d ~ r e c t i n n .  In  

certain i ns tances ,  however, the authority i n ves ted  i n  one 's  position, 

rather than its location in an organization or other matrix of 

relationships, permits one to steal. By authority, I mean what Weber 

intended Herrschaft to designate, "t~e probability that a c o ~ a n d  with 

a given specific content wil ~. be obeyed by a given group of persons" 

(Weber, 1922/1947.1S2) .s l  And t h a t ' s  j u s t  what happens i n  cases o f  

e x t o r t i o n ;  a co~nand- - to  ~ v e  over  one 's  p r o p e r t y - - i s  obeyed. 

A~ a d e i n i s t r a t o r  employed by the genera l  c o n t r a c t o r  bu i i c t i n  9 a 

nuclear power p l a n t  i n  Nary land used h is  p o s i t i o n  to  e x t o r t  money from 

subcontract ing f i r m s .  The defendant  demanded k ickbacks be fo re  awarding 

sl Roth and Wittlich translate Herrschaft as "domination" (Weber, 
1922/1978z53). Henderson and Parsons borrowed " i m p e r a t i v e  c o n t r o l "  
from T i n a s h e f f ' s  I n t r o c ~ c t i o n  to  the S o c i o l o ~  o f  Law, but  Parsons 
h imse l f  suggested in  a f oo tno te  (Weber, 1922/1947=153) t ha t  
" a u t h o r i t y "  would be an accurate  and less  awkward rende r i ng  in  most 
i n s t a n c e s .  
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s u b c o n t r a c t s ,  or  t h r e a t e n e d  l a b o r  d e l a y s  and o t h e r  b u r e a u c r a t i c  

headaches i f  he ve re  no t  p a i d  o££. Conv ic ted  f o r  t a x  ~vasion0 th~s 

sub jec t  f a i l e d  "~o r e p o r t  n e a r l y  $300,000 i n  i ' . l i c i t  income d u r i n g  1971 

and 1972; he a l s o  had v i c t  4m- make improvements on h i s  home, i n c l u d i u q  

the i n s t a l l a t i o n  o f  a swimming poo l  and mar ina .  O r i ~ x . a l l y  pu rchased  
| 

fo r  $45,000, the  p r o p e r t y ' s  market  va lue  r o s e  t o  $340,000 as  a r e s u l t .  

The defendant  d id  no t  rece i ve  b r i b e s  d i r e c t l y .  D isgu ised v i t h  

labe ls  such as " f o r  c o n s u l t a t i o n "  o r  " rare ly)use space, n they  ve re  f i r s t  

deposi ted i n  bank accounts opened i n  the names o f  f i c ~ i t i o u s  ccaq:)anies 

by the d e f e n d a n t ' s  f r i e n d s  and r e l a t i v e s .  These viJ.l~Lng souls  had a lso  

been asked to  s i g n  b lank  checks  in  advance;  the  checks  were used  t o  

t r a n s f e r  b r i b e  monies from the  Fhony bank accoun t s  to  such Ju~Ltviduals '  

personal  accounts.  From the re ,  funds e v e n t u a l l y  found t h e i r  r a y  to  the 

defendant. 

Also c o n v i c t e d  were the  d e f e n d a n t ' s  v i l e ,  employed by the  g e n e r a l  

con t r ac to r  as an accoun t ing  c l e r k ,  f o r  he r  a s s i s t a n c e  in  open ing  the  

bank accounts and supp ly ing  subcon t rac to rs  v i t h  dumr~ i n v o i c e s ;  the 

general c o n t r a c t o r ' s  procurement o f f i c e r ,  respons ib le  f o r  e v a l u a t i n g  

bide and d r a f t i n g  subcont rac ts ,  vho had been r~d(J~ W h i s  cu t ;  a " s e n i o r  

mater ia ls  supe rv i so r "  f o r  the same f i r m  who vas h imse l f  accep t ing  

kickbacks and launder ing  them through the de fendan t ' s  accounts;  one o f  

the subcont rac to rs '  " p r o j e c t  and l abo r  supe r i n tenden ts , "  vho served as 

the de£endant 's in fo rmant  end bagman; and tlao o£ the subcon t rac to rs ,  

i nd i c t ed  fo r  f i l i n g  c o r p o r a t e  t ax  r e t u r n s  t ha t  showed p a y o f f s  as 

l e g i t i m a t e l y  d e d u c t i b l e  expenses .  
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Like cases  have a l r e a d y  appea red ;  two o f f i c i a l s  e x t o r t l n g  money 

were ment lcned in  t he  second  c h a p t e r .  & p a ~  o f  ~ l l f o r n i a  c a s e s  

Involvlng MUD i n s p e c t o r s  91ve ev idence  o f  s ~ a r  b e h a v i o r .  The 

defendants ,  r e s p n n s / b l e  f o r  s e e i n g  t ~ a t  c o n t r a c t o r s  r e c o n ~ 4 t l o n  

d i l a p i d a t e d  homes i n  accordance  wi th  agency s t a n d a r d s ,  demanded p a y o f f s  

as la rge  as f i v e  to  t e n  thousand  d o l l a r s  to  approve p o o r l y  done r e p a i r s  

or i nc rease  r e p a i r  a l l o w a n c e s .  O c c a s i o n a l l y ,  t h e y  r e c e i v e d  o t h e r  

goods, too .  One was g iven  a r e f r i g e r a t o r  and mounta4r c a b i n ,  bu t  t he  

other, known to the ~ as a heavy gambler and conv ic ted  here fo r  both 

tax evas ion and b r i b e r y ,  a p p a r e n t l y  c o n c e n t r a t e d  or. ready money, 

co l lec t in ( j  s~ne $60,000 in  payof fs  in  ouly  ~hree years.  Two USlla meat 

~ p e c t o r s  from the  same s t a t e  a l s o  s o l i c i t e d  k ickbacks ,  i n  t h e i r  case  

to allow the  s l a u g h t e r i n g  p r o c e s s  a t  i n d i v i d u a l  p l a n t s  to  c o n t i n u e .  

They were pa id  wi th  cho i ce  cu~s o f  meat ,  sometimes as  much as  f ~ t y  

pounds per week, as we l l  as  ca sh .  

E x t o r t i o n  need no t  i nvo lve  the  t a k ~  9 of  money. Any form o f  

proper ty  may become the t a r g e t  o f  i l l i c i t  demands. In an a n t i t r u s t  

case,  fo r  example, two Georqia  who le sa l e  d i s t r i b u t o r s  o f  p e r i o d i c a l s  

and paperback books were c o n v i c t e d  of  c o n s p i r i n g  to  p r e v e n t  a t h i r d  

such c o r p o r a t i o n  from s o l i c i t i n g  or  doing b u s i n e s s  in  a r e a s  o f  the  

s t a t e  cus tomar i l y  s e r v i c e d  by the  d e f e n d a n t s .  Two s t r a t e g i e s  were 

employed. F i r s t ,  l a r g e  numbers o f  f r e e  magazines were d e l i v e r e d  to  

many of  the v i c t i m ' s  a c c o u n t s .  In  a d d i t i o n ,  the  two f i rms  pe r suaded  

the l a t t e r ' s  l a r g e s t  cus tomer  ( i n  ways u n s p e c i f i e d  in  the  p r e s e n t e n c e  

repor t )  to  swi tch  to  one o f  them. A f t e r  seven or  e i q h t  months of  such 

t rea tment ,  the v i c t i m  e n t e r e d  i n t o  w r i t t e n  agreement  no t  to  compete 



134 

with the  o f f e n d e r s  f o r  ten  y e a r s .  C l e a r l y ,  i t s  p r o p e r t y  was taken by 

fo rce .  One might imagine s i m i l a r  c a s e s  where a s i n g l e  company throws 

i t s  economic o r  p o l i t i c a l  we igh t  around. Whether defendants  are i n  

league or ac t  i ndependen t l y ,  t h e i r  conduct i s  e x t o r t i v e ;  they  take by 

force what should no t  he t h e i r s .  Given a s u f f i c i e n t l y  broad concept ion  
I 

of  p r o p e r t y ,  one m4ght ex t end  such c a s e s  t o  i n c l u d e  o t h e r  forms o f  

un fa i r  c o m p e t i t i o n ,  i n s t a n c e s  o f  union b u n t i n g ,  i ndeed  any d i s p l a y  o f  

power desiqned to  i n t i m i d a t e ,  s2 

T/h~ING ~ FRAUD TOGETHF~ 

Cer ta in  cases ccmbine the elements o f  t a k i n g  and f raud  i n  a way t h a t  

p e r ~ t s  the observer  to  untang le  both  and i d e n t i f y  d i s t i n c t  s t rands o f  

c r im ina l  a c t i v i t y ,  each b e l o n c ~ g  i n  a separate w h i t e - c o l l a r  ca tego ry .  

Charges i n  one such a f f a i r  grew ou t  o f  the co l l apse  o f  a l a rge  

ove r - the -coun te r  s e c u r i t i e s  company. The consp i racy  began i n  1970, 

when the f i rm  opened a "c learance  account"  w i t h  a bank 4n New York 

C i t y ' s  f i n a n c i a l  d i s t r i c t .  I t  was g iven  a L ine o f  c r e d i t  o f  one 

m i l l i o n  dollars--basically, a loan - -and  was thus ab le  to  beg in  

la rge-sca le  t r a d i n g  ia~nedia te ly ,  hav ing p ledged customers '  s e c u r i t i e s  

6~ 
Here, I have moved from the abuse of otherwise legitimate authority 
accruing as a result of one's position within a political system, to 
speak of the more general abuse of power. Weber's work is again of 
interest if we wish to make this distinction. He defines Macht as 
"the probability that one actor within a social relationship will be 
in a position to carry out his own will despite resistance, 
regardless of the basis on which this probability rests" (Weber, 
1922/1947.152; 1922/1978:53).  The two concepts may p rov ide  a 
framework fo r  unders tand ing e x t o r t i o n  g e n e r a l l y ,  but  I can do no 
more than specu la te ,  g iven the p a u c i t y  o f  such cases in  the 
ma te r ia l s  a t  hand. 
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as c o l l a t e r a l  ( t h i s ,  w i thou t  t h e i r  knowledge or  p e r m i s s i o n ,  i n  

v i o l a t i o n  o f  SEC r u l e s ) .  

The company used  t h i s  account  to  buy and s e l l  f o r  fou r  y e a r s .  I t s  

inves tment  d e c i s i o n s  were l e s s  than b r ~ l i a n t ,  however,  and in  a 

g e n e r a l l y  weak marke t ,  i t  s t a r t e d  to  l o s e  a g r e a t  dea l  o f  money. To 

meet t hese  d e f i c i t s ,  as  w e l l  as  c o n s p i r a t o r s '  p e r s o n a l  expenses ,  t he  

company made o u t r i g h t  s a l e s  o£ cus tomer  h o l d i n g s  ( ag a i n ,  a b s e n t  

p e r m i s s i o n ) ,  and began to  r o u t i n e l y  accep t  c l i e n t s '  o r d e r s  w i t h o u t  

fo l lowing  throucjh; a quote  would appear  on the  c o n f i r m a t i o n  o f  purchase  

form s e n t  the  buye r ,  b u t  n o t h i n g  was ever  a c t u a l l y  pu rchased .  (This  

p r a c t i c e  i s  known i n  the  t r a d e  as  " b u c k e t ~ . ' ; )  

To cover  such a c t i v i t y ,  an e l a b o r a t e  s e t  o f  i n t e n t i o n a l l y  

mis lead ing  r e c o r d s  was m a i n t a i n e d .  Fa!se  t r i a l  b a l a n c e s  c o n s i s t e n t l y  

showed a s t r o n q ,  w e l l - c a p i t a l i z e d  e n t e r p r i s e .  Loans to the  company 

were u n d e r s t a t e d ,  cash  on hand and in  banks a ~ s r e p e r t e d ,  and many d e b t s  

simply o m i t t e d .  Phony bank s t a t e m e n t s  were c r e a t e d  to  c o i n c i d e  wi th  

f i gu re s  i~ the  company's  books and shown to  S~C i n v e s t i g a t o r s ;  a f a l s e  

annual r e p o r t  was a l s o  f i l e d  wi th  the  Commission. Al l  t h i s  p e r m i t t e d  

the f i rm to  remain in  b u s i n e s s  an e x t r a  yea r ;  when the end f i n a l l y  came 

in Apr i l  1974, many r e c o r d s  were d e s t r o y e d  to  f r u s t r a t e  p r o s e c u t i o n  

e f f o r t s .  By the t ime the  dus t  s e t t l e d ,  the company had d e c l a r e d  

bankruptcy,  the S e c u r i t y  I n v e s t o r  P r o t e c t i o n  Corpo ra t i on  had p a i d  $2.2 

mi l l i on  in  c l a i m s ,  l e a v i n g  " s e v e r a l  m i l l i o n "  d o l l a r s  i n  l o s s e s  

uncmq~.nsated, and the  s cheme ' s  p r i n c i p a l  f i g u r e  was f a c i n g  s i x t e e n  

years  in  p r i s o n .  
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a crime as complex as t h i s  may be ana lyzed  in  s e v e r a l  ways. The 

sa le  and o t h e r  misuse  o f  custsa~er s e c u r i t i e s  i s  p r o p e r l y  c l a s s i f i e d  a 

~ak~q,  ' ~ u c k e t l n g "  a f r a u d u l e n t  s a l e  (o f  a s e c u r i t y  t h a t  d i d n ' t  e x i s t )  

and, as I / n d l c a t e d  in  the  p r e v i o u s  c h a p t e r ,  the  p r e s e n t a t i o n  o f  

doctored ev idence  and d i s h o n e s t  r e p o r t s  to  the  SEC a f r a u d u l e n t  
I 

submission.  Des t roy ing  ev idence  i s  a f r a u d u l e n t  submis s ion ,  t oo ,  f o r  

i t  r e p r e s e n t s  the  i n t e n t i o n a l  n o n d i s c l o s u r e  o f  i n / o r m a t i o n  r e l e v a n t  t o  

an o r g a n i z a t i o n '  s dec i s ionmakinq  p r o c e s s .  

These a re  t he  c o n s t i t u e n t  p a r t s  o f  the  c r ime .  When one t akes  a 

broader  view, the  vho le  t h i n g  looks  l i k e  a f r a u d u l e n t  s a l e ;  members o f  

the i n v e s t i n q  p u b l i c  were t r i c k e d  i n t o  buying  a p i e c e  o f  the  a c t i o n  v i a  

a company they thouqht  was sound. Why no t  a t ak ing?  I f  we l e a r n e d  our  

savings or check ing  accmmt  was b e i n g  tampered w i t h ,  o r  our  loan  

r e p r e s e n t a t i v e  s t e a l i n g ,  we would p robab ly  be o u t r ag ed  b u t ,  u l t i m a t e l y ,  

not t e r r i b l y  concerned ;  everyone  knows bank deposits are  i n s u r e d ,  that 

losses, large or small, will be covered. In the securities ind~str 7 

and ocher c o n t e x t s ,  t h i s  i s  no t  so.  When £ a i l u r e  to  p u b l i c i z e  

ex tens ive  l o o t i n g  or  o t h e r  a n t i c s  can be s a i d  to  induce ~ v e s t m e n t  and 

thus make more l i k e l y  e v e n t u a l  uncompensated l o s s ,  i t  i s  pe rhaps  more 

accurate  to  c l a s s i f y  such conduct  as £raud.  ~n¥ case  where 

i m p r o p r i e t i e s  are  h idden  or paper  t r a n s a c t i o n s  used to  l end  the  

appearance o£ f ~ a n c i a l  s t r e n g t h  and b r i n q  in  i n v e s t o r s '  monies i s  

f r audu len t .  In t h a t  s ense ,  t h i s  case  i s  on a l l  f o u r s  w i th  the many SZC 

prosecutions where the i ssu inq  company i s  made to look prosperous; the 

one invo lv inq  the  manufac tu re r  o f  modular hous ing  in  c h a p t e r  two is 

r e p r e s e n t a t i v e .  
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THOS~ WHO STF~L 

Is  t h e r e  any r e l a t i o n s h i p  between p e r s o n a l  background  and c r i m i n a l  

conduct i n  cases o f  tak ing?  T e l l e r s  ~ L t l t y  o f  r e L a t i v e l y  s imple t h e f t e  

have f o r  the most p a r t  l ed  s~J~ie ~ o r ~ g  o r  ~ t d d l e  c lass  l i v e s  u n t L l  

a r r e s t .  T h e i r  a c t s  a r e  o f t e n  d e s c r i b e d  as  u n p r e m e d i t s t s d ;  even  when 
J 

p re sen t ence  r e p o r t s  a r e  no t  e x p l i c i t ,  ] . t t t l e  p l a n n i n q  o r  f o r e t h o u q h t  i s  

e v i d e n t .  F i n a n c i a l  p r e s s u r e  a t  home ~.s f r e q u e n t l y  c i t e d  once 

defendant.-  a re  c o n v i c t . - d .  

Person= vho comni t  s i m i l a r  c r i m e s  i n  s l ~ q h t l y  h i g h e r  c i r c l e s  h o l d  

jobs  t h a t  soun.___~d r a t h e r  i m p o s i n q - - c o r p o r a t e  l oan  o f £ i c e r ,  e x e c u t i v e  

v i c e - p r e s i d e n t - - b u t  t he£ r  pos i t . ions  ere  u s u a l l y  .1.acJflng ~ qlamou~ and 

poor ly  pa id ;  those v i t h  the most eminent t i t l e s  are t y p i c a l l y  e~ployed 

by smal l  banks i n  ou t  o f  t~e r a y  p laces .  Hany, w i t h o u t  c o l l e g e  degree,  

much less p r o f e s s i o n a l  t r a ~ L n q ,  have vorked t h e i r  way up s l o w l y  to  

t h e i r  present  rank.  Perhaps the saddest case o f  t h i s  k i nd  yes t ha t  o f  

an upstate Nay York man, a l i f e l o n g  r e s i d e n t  o f  the m a l l  t o r n  i n  which 

he was employed, vho spent t h i r t y  years f i (Jht in(J h i s  way from a 

t e l l e r ' s  job  to  a v i c e - p r e s i d e n c y - - a n d  an annual  s a l a r y  o f  $13,000. 

One year a f t e r  c o n v i c t i o n  f o r  embezzlement, he yes d r i v ~  the l o c a l  

school bus. L i ke  t e l l e r s ,  bank o f f i c e r s  o f t e n  r e f e r  to  f inance_el 

p r o b l m  when asked to  e x p l a i n  t h e i r  behav io r .  In  t h e i r  case" , hob . ve t ,  

i t  i s  more l i k e l y  t h a t  such d i £ f i c u l t i e s  concern imprudent investments  

or o ther  non -necess i t i e s .  One f i nds  l ~ t t l e  ev idence to  suppor t  

Cressey's (1953) t heo ry  o f  the "unshereable  problem" bu t ,  then,  

presentence repor t s  are  l ~ t e l y  no t  the best  ~ a t e r i a l s  to  use vhen 

t r y i ng  to  fathom defendant  psycho logy.  
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More s o p h i s t i c a t e d  t a k ~ g s  a re  cmnn£t ted  by knowledgeable  

employees, those  who have mcve~ up to  a p o s i t i o n  of  r e l a t i v e  

r e s p o n s i b i l i t y  or  vbo en joy  p r e v i o u s  ba~L~Lng e x p e r i e n c e .  Again,  the  

backgrounds o£ such p a r s o n s  a r e ,  in  g e n e r a l ,  unremarkeble ,  though more 

than a few d e f e n d a n t s  i n  this c a t e g o r y  were p r o d u c t s  o£ broken homes or  
I 

seemed to have d i f f i c u l t y  a d j u s t i n g  to  achalt l i f e .  

I t  i s  more d i f f i c u l t  to  g e n e r a l 4 - e  about  defendants i n  o t h e r  

tak inq  c a s e s .  The mast s t r i k i n g  c o n n e c t i o n  between cr ime and p e r s o n a l  

h i s t o r y  i s  found among the  few who keep t a x e s  v i t h h e l d  from employees '  

payc~.ecks. I read  the  r e p o r t s  o f  fou r  such i n d i v i d u a l s ;  t h r e e  had been 

previously,  c o n v i c t e d - - f o r  ~ a s s i n g  bad =hecks.  

S ~  

Takings and the  t h r e e  v a r i e t i e s  of  f r a u d  a re  to  be d i s t i n g u i s h e d  

according to  o f f e n d e r  p r e s e n t a t i o n  and v ic t4m r e s p o n s e .  F raudu len t  

p r e s e n t a t i o n s  cause v i c t i m s  to  change t h e i r  minds;  t hey  make a 

conscious d e c i s i o n  on the  b a s i s  o f  some m i s s t a t e m e n t  o f  f a c t .  Those 

v i c t imized  by t a k i n g s  g e n e r a l l y  remain unaware t h a t  they  p a r t  wi th  

money or o t h e r  v a l u a b l e s ,  kn e x c e p t i o n  occu r s  when money i s  e x t o r t e d ;  

here ,  v i c t ~  are  f o r c e d  to  g ive  up t h e i r  b e l o n g i n g s .  

Taking in  v h i t e - c o l l a r  cr ime c a t e g o r i e s  i s  b a s i c a l l y  employee 

t h e f t .  In the  banking and s e c u r i t i e s  L n d u s t r i e s ,  money i s  s t o l e n  

d i r e c t l y ,  or a f t e r  man ipu la t ion  o f  a c c o u n t s ,  documents,  or  o t h e r  

m a t e r i a l s .  Keepings.  thouqh f r e q u e n t l y  p r o s e c u t e d  as embezzlement,  a re  

a lso  found in  many d i f f e r e n t  c o n t e x t s ,  as money e n t e r i n g  or  l e a v i n g  an 

o r g a n i z a t i o n ' s  c o n t r o l ,  or funds  b e i n g  c o l l e c t e d  on b e h a l f  of  the 
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v ic t im are £mproperly re ta ined  wh~le en route .  F i n a l l y ,  ~e have ta lked  

of  e x t o r t i o n ,  vhe.-e cakt~g depends on Abuse o f  a u t h o r i t y  or  p~wer. 

~e have a l s o  seen  boy f r a u d  and t a k i n g  may appear  cogaCher i n  ~ r e  

complicated ¢ i r c ~ s s t a n c e s .  The n e x t  c h a p t e r ' s  d i s c u s s i o n  o f  c o l l u s i o n  

behind us,  we s h a l l  aga in  meet c a s e s  where d i f f e r e n t  k inds  o f  

vh i te -coL la r  crime combine. 



Chapter  V 

COLLUSIOM 

Col lus ion,  as I use the term, occurs whenever p a r t i e s  who are by 

d e f i n i t i o n  adve rsa r i es  o r  presumed to  be a t  arms l eng th ,  s e c r e t l y  

coopera te .  C o l l u s i o n  p r e v e n t s  the  unb ia sed  a p p l i c a t i o n  o f  r u l e s  o f  

~ - c i s i o n  and f e t t e r s  r i v a l r y ,  r e s e r v i n g  f o r  i t s  b e n e f i c i a r i e s  

o p p o r t u n i t i e s  o t h e r w i s e  the  s u b j e c t  o f  open c o m p e t i t i o n .  

Col lus ion  occurs  i n  two s e t t i n g s .  In the  f i r s t ,  p e r s o n s  r e q u i r e d  

to  remain i m p a r t l a l  pass  p a r t i s a n  j u d ~ e n t  because  they  a re  b r i b e d .  

Such i n d i v i d u a l s  may be government employees r e v i e v ~ q  a p p l i c a t i o n s  f o r  

p e r ~ t s  and the l i k e ,  o the r  o f f i c i a l s  w i l l i n g  to  g i ve  improper 

assistance to  a f r i e n d ' s  case, bank o f f i c e r s  d i sbu rs i ng  loans,  o r  

t e l l e r s  process ing w i t h d r a v a l  s l ~ s .  Workers who accept b r i bes  to  

d i r e c t  t h e i r  o r g a n i z a t i o n ' s  business to  se lec ted  r e c i p i e n t s ,  a t  the 

expense of  o t h e r s  e q u a l l y  d e s e r v i n g ,  a re  g u i l t y  o f  s i m i l a r  c r i mes .  In  

the second, compet i to rs  themselves come toge the r  to  a l l o c a t e  

oppo r tun i t i es  f o r  p r o f i t m a k i n q .  These are the a n t i t r u s t  cases, o f  

course, though analoqous cases from o the r  s t a t u t o r y  ca tego r i es  w i l l  be 

found here, as w e l l .  Before proceed inq to  exp lo re  each o f  these,  

however, we should f i r s t  acqua in t  ourse lves  w i t h  occasions o f  f a i l e d  

cooperat ion,  f o r  these p rov ide  much g rea te r  d e t a i l  regard ing  

p r e l i n i n a r i e s  and the  fo rmat ion  of  c o l l u s i v e  agreements  than do c a s e s  

where c o l l u s i o n  a c t u a l l y  comes o f f .  

- 1 4 0  - 
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A ~  COLLUsiON 

Col lus ion can occur  on l  7 bv agreement  o f  the  p r i n c i p a l s .  And s i n c e  the  

p~' incipals are a n t a g o n ~ t s - - p e r s o . ~  vbo are no t  supposed to  

a g r e e - - n e ~ t i a t i o n s  must be a b i t  s t i c k y ,  a t  l eas t  at  f i r s t .  The fou r  

cases presented here ,  three from the b r i b e r y  sample, one a maJ~ f raud ,  

are thus v o r t h  read ing ,  f o r  they  shed cons ide rab le  l i g h t  on t h a t  

barga in ing  process.  They are impo r tan t ,  t oo ,  because they  represen t  a 

s izeab le  p o r t i o n  o f  the v h i t e - c o l l a r  cr ime prosecuted  i n  the f e d e r a l  

cour ts ;  38.5~ o f  the sentenc ing p r o j e c t ' s  b r i b e r y  o f fenders  were 

convic ted f o r  making unaccepted b r i b e  o f f e r s .  

1. The defendant ,  an accountant  r espons ib le  f o r  the f i n a n c i a l  

a f f a i r s  o£ a t r a v e l  agent (and reputed  bookmaker) ,  was p resen t  dur£ng 

the aud i t  o£ h is  c l i e n t ' s  persona l  tax  r e t u r n .  ~s the p r o c ~  

dragged on, he suggested tha t  the IRS agent might  want to  take a t r i p  

to Las Veqas. The sub jec t  came up aga in  when the p a i r  met th ree  months 

l a t e r  to  r ev i ev  the  a g e n t ' s  f i n d i n g s .  

& few days a f t e rwa rd ,  the defendant  once more proposed t h a t  the 

agent take a t r i p - - t h i s  t ime to  e i t h e r  Vegas or  Puer to  Rico;  the  agent  

ob jec ted ,  on grounds a t r i p  might  be " too  r i sky . . "  The d e f e n d a n t  asked 

the tax  man to  t e l e p h o n e  in  a week; by then  he hoped to  have the  m a t t e r  

r eso lved .  Some t en  days l a t e r ,  the  two met and the  a c c o u n t a n t  

t e n t a t i v e l y  agreed  to  pay the  cash  e q u i v a l e n t  o f  a t r i p  to  Puer to  Rico,  

i n d i c a t i n g  that h i s  c l ien t  had okayed t h i s  form o f  compensation, s i x  

hundred d o l l a r s  passed hands the nex t  day, bu t  the agent soon c a l l e d  

the acccuntant 's  c l i e n t  to  say t h a t  $600 vas cons iderab lF  less  than he 

had been led  to  expec t .  ~ t e r  f u r t h e r  n e g o t i a t i n g  and de lay  l a s t i n g  
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two reeks, the IRS agent and accountant met again in  a res tauran t ;  an 

add~t~.onal $700 yes pa id  f o r  a l e t t e r  c e r t i ~ i n q  tha t  no change vou ld  

be made in  the t r a v e l  agent ' s  tax  assessment. Both the accountant and 

the taxpayer were c o n v i c t e d ,  v i t h  the  h e l p  o f  t e s t~nony  from the  t ax  

man, vho had on ly  been p l a y i n g  a long .  
I 

2. Another b r i b e r y  case  began when the  d e f e n d a n t  c a l l e d  an 

ImLigrat ion and N a t u r a l i z a t i o n  S e r v i c e  i n v e s t i g a t o r  r e g a r d i n g  a p a i r  o f  

ca ses ,  those  o£ a c q u a i n t a n c e s .  The d e f e n d a n t  c a l l e d  aga in  tvo  weeks 

l a t e r ,  to say tha t  one o f  these f r i e n d s  vou ld  pay $1500 ~ h is  case 

vere expedi ted.  The Ih~ agent spoke to  the FBI, vas t o l d  to go ahead, 

and a r ranged  a =eet~uq v i t h  the c a l l e r .  

Wired to  permi t  o t h e r  government agents to  eavesdrop on h is  

conversat ion, the ~ v e s t i g a t o r  met the defendant a t  a HacDonald's i n  a 

suburban shopping  center .  The l a t t e r  now annmmced he could  get $1000 

from h£s f r i e n d  in  exchange f o r  an &l ien  RemOnstration Rece i p t  Card (a 

green c a r d ) .  He a l s o  d e c l a r e d  Chat h ~  second  f r i e n d  cou ld  come up 

v i t h  $300 £f tha t  matter  vere " taken care o f . "  a t  t h i s  po i n t ,  the 

defendant handed the JJ lvest igator  • dated, signed note reading " I . 0 .  

You $1000." 

The t~o met in  the same res taurant  three days l a t e r .  They 

discussed severa l  other cases in  VtLiCh the defendant vented help,  and 

the amounts the defendant could ob ta in  in cons idera t ion  fo r  such 

assistance. The defendant then gave the  INS agent $1000, rece i v inq  the 

green card in re tu rn .  He yes ar res ted  almost i , -ned ia te l y .  
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3. The owner o f  a b u t c h e r  shop found b u s i n e s s  was s l o v .  To 

supplement h i s  r e t a i l  income, he began to  s e l l  meat to  l o c a l  

restaur~.nCs. But t h i s  r e q u i r e d  USD& a p p r o v a l .  The f i r s t  i n s p e c t i o n  o f  

the de~endant 's s~ore d i d  no t  go w e l l .  The de fendan t ' s  f a t h e r ,  a l so  

p r e s e n t ,  o££ered the  a g e n c y ' s  r e p r e s e n t a t i v e ,  a c i r c u i t  s u p e r v i s o r  i n  

the meat and p o u l t r y  d i v i s i o n ,  £ i £ t y  d o l l a r s  f o r  h i s  " h e l p . "  This  was 

.-eluded. 

Th~ FBI was c o n s u l t e d ,  and i t  was dec ided  to  " r i t e "  the  U~DA's man 

be£ore f u t u r e  discuss ions .  Another  mee t ing  was soon h e l d  to  review 

conditlc~s a t  the de£endant 's  second s : n re .  The c i r c u i t  supe rv i so r  

cut~ined needed 4~nprovements; the  de£~ndant asked i£  t h e r e  van anyone 

else he cou ld  t a l k  t o ,  i £  he cou ld  "spend a couple o£ d o l l a r s . "  

StatLng he cou ld  ge t  $1000 " t oge the r , , ,  the s to re  owner i n d i c a t e d  i n  

reply to  a d i r e c t  q u e s t i o n  t h a t  the  money vou ld  be f o r  the  government 

o f f i c i a l .  &t  a subsequent meet ing a fev  ~-eks l a t e r ,  the de£endant 

asked i f  the o £ £ i c i a l  vou ld  " take  some now and some l a t e r . "  The l a t t e r  

responded a g £ i r m a t i v e l y  and the owner l e £ t  $300 on the coun te r .  One 

week a£ter  this, the defendant  gave $500 more. He was a r r e s t e d  t h a t  

day. 

4. The" ma i l  £raud case i n v o l v e d  one West Coast defense 

con t rec to r , s  a t tempt  t o  r i g  b ids  f o r  the manufacture and supply  o£ 

p ivo ts  used in  the gyrocompass on c e r t a i n  A i r  Force p lanes ,  ks the re  

were on ly  two companies making t h i s  p a r t i c u l a r  i tem,  coope ra t i on  

betveen the p a i r  v o u l d  have produced immediate rewards. An ez-e=ployee 

of  one o£ the £irms c a l l e d  the p r i n c i p a l s  o£ the o the r  to  say t ha t  h i s  

former e~p loye r ' s  b i d  on the nex t  gyro  con t rac t  yes s i q n i £ i c a n t l y  lower  
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than t he i r s .  He then suggested tha t  the b i d  would be v i t hd ravn  i f  

payment in the amotmt o f  $50,000 were for thcoming. The o f f i c e r s  o f  the 

company t h u s  approached  were h o n e s t ,  however ,  and n o t i f i e d  the  FaX a t  

once. We t h u s  have a r e c o r d  o f  v h e t  f o l l o w e d .  

Three meet . ings v e r e  h e l d  i n  the  n e x t  t e n  d a y s .  k t  t he  f i r s t ,  t he  

fe l low who made the  t - / L i a l  c a l l  r e i t e r a t e d  h i s  e x - f i r m ' s  o f f e r .  &t 

the second,  t h e  p r i c e  was r a i s e d ,  to  $50,000 and 10~ o f  a l l  p i v o t  

orders  over  t h e  n e x t  f i v e  y e a r  ~-. ( T o t a l  b u s i n e s s  was e x p e c t e d  t o  be $2 

m i l l i o n .  ) The c a s h  payment  was to  be made i n  the  form o f  a " loan"  to 

the e x - e a p l o y e e  and the  p r e s i d e n t  o f  h i s  o l d  company. C o n t r a c t s  f o r  

s e r v i c e s  t o  be r e n d e r e d  a s  a ~ m n u f a c t u r e r ' s  r e p r e s e n t a t i v e s  vmald be 

drawn up to  make t h i s  " l o a n , "  and a l l  f u t u r e  i n s t a l l m e n t s  on t he  10~, 

appear l e g i t i m a t e .  The loan note,  a $S0,000 check, and the cont rac ts  

were d i s t r i b u t e d  a t  a f i n a l  meeting; in  re tu rn ,  the f e l l o v  vho began i t  

a l l  w i th  h i s  t e l e p h o n e  c a l l  p r o v i d e d  a l e t t e r  w i t h d r a v i n g  t he  l ov  b i d .  

a r r e s t s  were made a s  the  m e e t i n g  broke  up.  

F~VORITISM 

The f i r s t  three attempt cases suggest vhat  t h~n~  are l i k e  vhen br ibes  

are completed and government agents bouc~ht. Th~s i s  use fu l  

ir.formation, fo r  there are very  few such cases to be found. /~jaLn, 

neither pa r t y  to a one shot b r i be  r i l l  be prosecuted i f  beth are 

dishonest; when p a r t i e s  to a cc~t inu/ng ser ies  o f  b r ibes  remain s i l e n t ,  

i t  may take a f u l l - s c a l e ,  p roac t i ve  i n v e s t i g a t i o n  to uncover c o l l u s i o n .  

There a r e  a h a n d f u l  o f  t a z  e v a s i o n  c a s e s  in  which g o v e ~ m e n t  

vorkers  have t aken  b r i b e s  i n  exchange  f o r  o f f i c i a l  f a v o r .  In  one .  
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c o n t r a c t o r s  d e a l i n g  w i t h  a New York C i t y  m u n i c i p a l  agency added to  the  

i ~ c ~ e  of  an agency a t t o r n e y .  I n  a n o t h e r ,  a Chicago a lderman  was 

conv ic ted  f o r  f a i l i n g  t o  r e p o r t  money r e c e i v e d  from p r o p e r t y  ( ,vners  and 

c o n s t r u c t i o n  companies  s e e k i n g  changes  i n  z o n i n g  l~ms, funds  which 

qenerai ly ,  a r r i v e d  i n  amounts o f  one t o  s e v e r a l  t housand  d o l l a r s ,  k 

f r aud  p r o s e c u t i o n  f o c u s e d  on t he  d i v e r s e  a c t i v i t y  o f  an  a t t o r n e y  

for  a s ta te  d e p a r t m e n t  o f  r e g i s t r a t i o n  and e d u c a t i o n .  He was t a k i n g  

bribes to  exped i te  a p p l i c a t i o n s  f o r  barber  l i c e n s e s .  The a~u=e f e l l o v  

gas a lso suspected ~ f  accep t ing  g i f t s  f rom p a r t i e s  i n t e r e s t e d  i n  the 

placement o f  t r a f f i c  l l g h t s  and  shopp ing  c e n t e r  d r iveways ,  b u t  t ~ a t  

inqu i ry  was dropped when he a d m i t t e d  g u i l t  i n  the  l i c e n s i n g  m a t t e r .  

NeLl f r a u d  was a g a i n  the  c.harge i n  • more c e l e b r a t e d  c a s e  o f  

o f f i c i a l  f a v o r i t i s m - - t h e  h r v i n  Nandel  a f f a i r .  The t h e n - g o v e r n o r  o f  

Haryland was c o n v i c t e d  f o r  a c c e p t ~  a s t r e a m  o f  g i f t s  i n  r e t u r n  f o r  

support  of  l e q i s l a t i o n  a i d i n g  a s m a l l  r a c e t r a c k  c o v e r t l y  owned by a 

group of  f r i e n d s .  6a 

Handel 's  fou r  codefendants,  two o f  whom were h i s  former cmnpaign 

manager and former c h i e f  fund r a i s e r ,  s e c r e t l y  purchased Har l / )oro  

racetrack,  in  southern Hary land,  on the l a s t  day o f  1971, s h o r t l y  a f t e r  

the governor had ve toed  l e g i s l a t i o n  a w a r d ~  the course an e x t r a  

eighteen days of  r ac i ng  each yea r .  Once the purchase had been made, 

however, Mendel changed h i s  tune,  and persuaded the s ta te  l e g i s l a t u r e  

6s The c o n v i c t i o n  came a f t e r  one o f  the longes t  j u r y  d e l i b e r a t i o n s  on 
record i n  a f e d e r a l  cour t room. I t  ended what was, i n  f ac t ,  Handel 's 
second t r i a l ,  the f i r s t  hav ing been dec la red  a m i s t r i a l  amidst  
accusations o f  j u r y  tamper ing.  H a i l  f raud  charges were p r e d i c a t e d  
on the thes is  t ha t  the c i t i z e n s  o f  Hary land had been defrauded o f  
t h e i r  r i g h t  to  a c o r r u p t i o n - f r e e  s ta te  government. 



146 

to ove r r ide  the  v e t o .  Two y e a r s  l a t e r ,  a s t a t u t e  b ~ e £ i t t i n g  the  

code£endants '  i n t e r e s t s  i n  Bowie, H a r l b o r o ' s  s u c c e s s o r ,  was e n a c t e d .  

~ n d e l  was a l s o  ab l e  to  i n f l u e n c e  the  s t a t e  r a c i n g  c o m n i s s i n n ' s  

handling o£ m a t t e r s  conce rn ing  Marlboro and,  l a t e r ,  Bowie. I n f o r m a t i o n  

r e q a r d ~  a c t u a l  ownership  as v e i l  as  the  f i n a n c i a l  d e a l i n g s  o£ the  

defendants  was, o£ cou r se ,  w i t h h e l d  t h roughou t .  Other  b u s i n e s s e s  owned 

by three  o£ the  g o v e r n o r ' s  £.-iende r e c e i v e d  c o n t r a c t s  and a d d i t i o n a l  

b e n e f i t s  £rca  t he  s t a t e  du r inq  t h e s e  y e a r s ,  too .  In  r e t u r n ,  )[andel,  

vho denied any knovledge o£ h is  code£endante* undisc losed ho ld ings ( the 

lack of  d i sc losure  was iCsel£ not  i l l e g a l ) ,  was g iven c l o t h i n g ,  

jewelry,  vaca t ion  trips, loans, insurance premium payments, financial 

i n t e r e s t s  in  an i nves tmen t  company and a n o t h e r  b u s i n e s s ,  and cash  f o r  

his  $200,000 d i v o r c e  s e t t l e m e n t  i n  1974. According  to  t he  p r o s e c u t i o n ,  

he r ece ived  more than $350,000 in  sJ~c y e a r s .  

Ool1~ive 

In the ca ses  above, goverre~ent o £ £ i c i a l s  o b l i g e d  by law to  remain 

impar t ia l  i n  the  e x e r c i s e  o f  t h e i r  d u t i e s  a c c e p t e d  payog£s i n  r e t u r n  

got b i a sed  Judcjment and undue LzLfluence. Analogous c a s e s  o£ £avoritJ.sm 

involve bo~h government employees and workers  in  the  p r i v a t e  s e c t o r .  

These mer i t  separate d iscuss ion because they are so reuLi~scent o£ the 

fraudulent submissions reviewed in  chapter  th ree.  Bank employees 

knovinqly approve phony loan  a p p l i c a t i o n s  or  wi thdrawal  forms;  those  in  

government a g e n c i e s  p r o c e s s  d e c e p t i v e  b e n e f i t  r e q u e s t s  o£ v a r i o u s  

k i n d s - - f o r  a p r i c e .  In e££ect, tak ings are  made p o s s i b l e  by the  

co l lus ion  o f  o rqanJ ,za t iona l  i n s i d e r s  and e x t e r n a l  a c t o r s ;  the 
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o r g a n i z a t i o n ' s  funds  a re  s t o l e n  vhen the  i n s i d e  d e f e n d a n t  v i l l i n q l y  

bands them to o u t s i d e  c c n s p i r a t o r s .  These c a s e s  a re  thus  t o  be. 

d i s t ~ L t s h e d  from f r auds  c ~ i c t e d  e n t i r e l y  by e x t e r n a l  i n d i v i d u a l s  

vho convince a v~ct im orqan~af~Lon o f  someth ing  t h a t  i s  no t  t r u e .  

• Here, the  o r g a n i z a t i o n ' s  r e sponse  to  e x t e r n a l  d£sp lay  i s  de t e rmined  by 

an enployee ,  who knovs i n  advance the  p r e s e n t a t i o n  i s  a sham. 

We have a l r e a d y  seen  c a s e s  o£ t h i s  9 e n e r a l  t ype .  the  c - e d i t  f r a u d  

desc r ibed  in  c h a p t e r  t~do, in  vh ich a S e a t t l e  ~anker  knowi~.~y approved 

f raudulen t  home improvement l o a n s ,  vas  an example.  So va3 the  case  o f  

the benk o f f i c i a l  i n  Nev York vho teamed w i t h  the  owners o f  s e v e r a l  

fore iqn  s h i p p i n g  companles to  make ve ry  l a r g e ,  undese rved  l o a n s .  In  

both, bank employees "dere conv ic ted o f  embezzlement, t h e i r  col leagues 

of c r e d i t  and l e n d i n g  i n s t i t u t i o n  f r aud .  Th=s i s  t y p i c a l .  

a comparable prosecut ion  in  the Southern D i s t r i c t  vent  a f t e r  a 

corporate loan o f f i c e r  end four  ou ts ide rs  who j o ~ e d  forces to  rob 

t h e i r  v i c t i m  o f  more than  a a c t l l i e n  d o l l a r s  i n  j u s t  n ine  months.  The 

o f f i c e r  approved unsecured  loans  i n  t h a t  amount to  e n t i r e l y  v o r t h l e s s  

companies a cqu i r ed  or  formed by one o£ h i s  c o d e f e n d a n t s .  The 

companies, loan a p p l i c a t i o n s  vere themselves accompanied by f raudu len t  

f i n a n c i a l  s t a t e m e n t s ;  to  cover  h i m s e l f  even f u r t h e r ,  t he  b a n k ' s  

ecployee p r epa red  misleacLinq r e p o r t s  f o r  h i s  s u p e r i o r .  Althouqh the  

defendant deemed most cu lpab le  by the p r o s e c u t i o n - - t h e  f e l l o v  who 

cont ro l led  the app l i cen t  co rpo ra t i ons - - con t i nued  to i n s i s t  the loans 

vere l e g i t i m a t e  and intended s o l e l y  f o r  business purposes, a j u r y  o f  

his  pee r s  thouqht  o t h e r v i s e .  This  pr~,nary f i g u r e  r e c e i v e d  a four  year  

sentence;  the  loan  o f f i c e r ,  who had been r eva rded  fo r  h i s  p a r t i c i p a t i o n  

v i th  a mink c o a t ,  f r e e  v a c a t i o n s ,  end $14,000 in  ca sh ,  gut  n ine  months.  



148 

Somet~.nes the  focus  in  t h e s e  c a s e s  c l e a r l y  f a l l s  on one o f  the  

ex t e rna l  c o n s p i r a t o r s .  One sv~.h chap wanted to  buy a West Coast  l i f e  

insurance company. To r a i s e  ~ necessa , ' y  c a p i t a l ,  he asked a group o f  

f r i e n d s ,  relat~.ves0 and busLness  a c q u a i n t a n c e s  t o  app ly  f o r  l oans  on 

h is  b e h a l f ,  d i r e c t i n q  each to  a p a r t i c u l a r  a s s i s t a n t  v i c e - p r e s i d e n t  s t  

the Bank of  America,  who had been p a i d  to  okay such r e q u e s t s .  The 

r i ng l eade r  o f t e n  comple ted  the  r e q u i r e d  paperwork f o r  h i s  b o r r o w e r s ,  

never ask ing f o r  more than $25,000, the l i m i t  o f  the loan  o f f i c e r ' s  

a u t h o r i t y .  Loan purpose  and i n d i v i d u a l  a s s e t s  were m i s s t a t e d ,  though 

th i s  was p robab ly  u n n e c e s s a r y ;  the  compromised bank employee l a t e r  

repor ted  t h a t  he d i d  no t  a c t u a l l y  read  the  a p p l i c a t i o n s .  The scheme ' s  

a r c h i t e c t ,  p r e v i o u s l y  a c t i v e  i n  r e a l  e s t a t e  development  end o i l  

e x p l o r a t i o n ,  used  the  monies thus  r e c e i v e d  to  m a i n t s ~  a r a t h e r  

indulgent  l i f e s t y l e .  

Those who f i l e d  a p p l i c a t i o n s  d i d  so upon promises o f  impor tan t  

jobs w i t h  the l i f e  insurance company, o r  f u t u r e  business con tac ts  o r  

other f i n a n c i a l  ass is tance .  ~11 f e l t  be t rayed  by the p r imary  f i q u r e ,  

por t rayed by more then one as a h iqh-powered con man. The loan o f f i c e r  

agreed; seeking to  improve h is  own p o s i t i o n  by gene ra t i nq  business he, 

too, had been taken i n ,  t h i n k i n g  a l l  loans would e v e n t u a l l y  be repa id .  

Not a l l  such p rosecu t ions  a r i se  i n  bank ing c i r c l e s ,  k C a l i f o r n i a  

r ea l ty  company f i r s t  a t t r a c t e d  the  FBI ' s  a t t e n t i o n  when one of  i t s  

customers complained t h a t  the  f i rm had purchased  a VA m o r t g a g e - i n s u r e d  

home in her  deceased  f a t h e r ' s  name. The woman had o r i g i n a l l y  t o l d  the  

company t h a t  he r  ga the r  was a v e t e r a n ,  then  asked t h a t  the  company's  

app l i ca t i on  fo r  VA mortgage in su rance  be withdrawn when she l e a r n e d  
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th i s  was no t  so .  Subsequent  i n v e s t i g a t i o n  d i s c o v e r e d  the  o u t f i t  was 

r e ~ t l a r l  7 f a l s i f y i n g  employment and c ~ e d i t  i n f o r m a t i o n  on mortgage 

guarantee r e q u e s t s  made in  ~he .~uaes o f  p u r p o r t e d  v e t e r a n s ,  hav ing  p a i d  

a V& e=ployee to  approve them. This  fe].1ov c r e a t e d  at  ' - eas t  one 

hundred c e r t i f i c a t e s  o f  e l i g 4 b i l i t y  f o r  n o n e x i s t e n t  or  ~ n q u a l i f i e d  

ve te rans  in  t h r e e  y e a r s ,  r e c e i v i n g  b r i b e s  t o t a l i n g  s i x  to  seven 

thousand d o l l a r s  i n  $25 to  $250 i n s t a l l m e n t s .  &l l  i n v o l v ed  were 

convic ted  under 18 UBC 1001, t ~  f a l s e  c l a ims  s t a t u t e .  

The c e n t e r  o f  a t t e n t i o n  in  a n o t h e r  f a l s e  c l a ims  c a s e ,  a s t a f f  

member a t  Blue Cross /B lue  S h i e l d  i n  New York C i t y ,  woulc! o c c a s i o n a l l y  

process  l e g i t i m a t e  = e d i : e r e  c l a~ns  by s and ing  out  on e x t r a  payment t o  

the p o l i c y h o l d e r ,  k~len the  recipient c a l l e d  to  q u e s t i o n  the  

overpayment, the  d e f e n d a n t  vould  o f f e r  to  s p l i t  the  p ro ceed s  o f  t h a t ,  

and a l l  subsequen t  augmented re imbursements ,  on a f i f t y - f i f t y  b a s i s .  

I f  an agreement was r eached ,  the  de fendan t  would con t inue  to  r o u ~ n e l y  

approve i n su rance  c l a ims  f o r  med ica l  s e r v i c e s  never  r e n d e r e d .  In  f i v e  

years ,  the  c l a ims  worker and e i g h t  e l d e r l y  men and women s t o l e  

$124,000. 

a "housing management technic ian, ,  ass is ted  tvo rea l  es ta te  agents 

in a scheme de s igned  to  take advantage  o f  HUI)'s home a u c t i o n  p r o c e d u r e .  

Twice, the de fendan t  t o l d  one o f  t h e s e  f e l l o w s  t h a t  no b i d s  had been 

f i l e d  fo r  a p a r t i c u l a r  home and then ,  f o r  $300, a ccep t ed  the r e a l t o r ' s  

backdsted o f f e r  on the  p r o p e r t y .  These p o s t  hoc b i d s  were in  each case  

just  s l i g h t l y  l a rge r  than the minimum pe rm i t t ed  by HUD requ la t i ona ;  the 

buyer received h is  b r o k e r ' s  cc~niss ion,  then reso ld  the dwe l l i ngs  at  a 

s l i gh t  p r o f i t .  M o t h e r  t ime, the same agent f i l e d  a l e g i t i m a t e  o f f e r .  
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and the  HUD " t e c h n i c i a n "  a g r e e d  to  r educe  i t  by $1000 i f  p a i d  a 

b r i J : e - - t h e  amended k i d  s t i l l  b e i n q  h i g h e r  t han  any o t h e r .  While i t  i s  

not c l e a r  how HUD v a s  v ic tJ~nJ~ed by t h e  E ~ r s t  scheme ( u n l e s s  i t  v o u l d  

have a u c t i o n e d  t h e  homes f o r  a g r e e t e r  p r i c e  l a t e r  o n ) ,  t he  agency yes  

ce r t a in ly ,  h u r t  i n  t he  second ,  f o r  i t  c o l l e c t e d  $1000 l e s s  t h a n  i t  

should have .  The HUD employee and t he  o t h e r  r e a l  e s t a t e  Nan vo rked  ou t  

a s ~ i l a r  d e a l ;  on f i v e  o c c a s i o n s ,  w i n n i n g  b i d s  were lowered  u n t i l  t hey  

vere ~ust  l a r q e r  t h a n  o t h e r s  t h a t  had  been  f i l e d .  Records  o f  t h e  

o r i ~ . n a l  b i d s  v e r e  a lva l r s  d e s t r o y e d ,  t he  " h o u s i n g  management 

technic ian"  rece~v inq  a t o t a l  o f  $2200 got  h i s  y o r k .  

In  each o f  the cases c i t e d ,  the person making the d e c i s i o n  to  

disburse funds on beha lg  o f  the v i c t i m  o r g a n i z a t i o n  yes i n  on the 

scheme. I t  might  t h e r e f o r e  be h e l p f u l  to  c o n t r a s t  these v i t h  t~o cases 

vhere i n s i d e r s  made p o s s i b l e  s u c c e s s f u l  f r a u d u l e n t  s u b m i s s i o n s .  The 

f i r s t  i s  p a r t i c u l a r l y  i n t e r e s t i n g ,  f o r  i t  a l so  sheds l i g h t  on the 

soc ia l  o r g a n i z a t i o n  o£ check cashing and f o r ~ q  ope ra t i ons .  S ix  

co-consp i ra tors  were there  charged v i t h  t r y i n g  to  de f raud  two banks o f  

more than $60,000. T e l l e r s  i n  bo th  banks s t o l e  custmners'  s i qna tu re  

cards,  v i t h d r a v a l  s l i p s ,  change of  a d d r e s s  forms,  and b l a n k  p a s s b o o k s .  

Equipped v i t h  t h e s e  m a t e r i a l s ,  t h e i r  codegendan t s  t r i e d  t o  make 

f r a u d u l e n t  v i t h d r a , ~ a l s  by m a i l  from i n d i v i d u a l  a c c o u n t s  ( f r a u d u l e n t  

wi thdrava ls  because the t r ansac t i ons  vere  no t  handled by the t e l l e r s  

who were p a r t  o£ the scheme, bu t  by o the rs ;  the de£endants hoped to  

foo l  the banks) ,  s4 The scheme's r i n g l e a d e r  yes sa id  to  be a p r i n c i p a l  

s4 In f a c t ,  on ly  one of  the  a t t e m p t e d  w i t h d r a w a l s  v e n t  t h r o u q h ;  
s u s p i c i o u s  bank p e r s o n n e l  r e f u s e d  to  honor  four  r e q u e s t s .  The check 
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in  a s t a t e ~ i d e  r i n g  v h i c h  p a s s e d  one m i l l i o n  d o l l a r s  i n  bad  checks  

s n e u s l l y .  & c a r e e r  c r i m i n a l  s p e n i x l L z i n q  i n  b a n k i n g - r e l a t e d  

ac r tv i t _ t e s ,  t h i s  de~endan t  al~ec~ecll 7 had s e v e r a l  roman v o r k l n g  f o r  him 

as check n e g o t i a t o r s .  His  p a s t  r e c o r d  L~cluded c o n v i c t i o n s  f o r  bank  

robbery,  a Harm &ct o £ f e n s e ,  p imping ,  and p a n d e r i n g .  

In  the  second ,  f i v e  coc le fendants  were i n d i c t e d ,  p u r s u a n t  to  m a i l  

f raud and f a l s e  s t a t e m e n t s  s t a t u t e s ,  f o r  t h e i r  r e s p e c t i v e  r o l e s  i n  a 

p l o t  to  a b t e i n  mnemplnyment b e n e f i t s  under  f a l s e  p r e t e n s e s .  The two 

pr~n~ry a c t o r s  f e d  t a x  and vaqe  i n f o r m z t i a n  f o r  cmnpanies  no l o n g e r  i n  

e x i s t e n c e ,  conta ln~,ng the  names o f  .iJnag~.nary employees vho had been  

~ v e n  l e g i t i m a t e  s o c i a l  secur~_ty numbers ,  i n t o  the  Georg ia  S t a t e  

Department o f  L a b o r ' s  compute r s .  F a l s e  d a t a  i n  p l a c e ,  a t h i r d  

defendant  r e c r u i t e d  ~ wmen to  f i l e  f o r  unemployment b e n e f i t s  u s i n g  

the f i c t i t i o u s  names. Checks t hus  r e c e i v e d  were d e p o s i t e d  i n  a s p e c i a l  

bus iness  a ccoun t  opened f o r  p r e c i s e l y  t h a t  p u r p o s e .  (The money yes  

quick ly  v i t h d r a v n .  ) D e s p i t e  the  r e l a t i v e  s o p h i s t i c a t i o n  o f  t he  scheme, 

the team manaqed to  c o l l e c t  onZy $2700. Here ,  t oo ,  t he  d e c i s i o n  t o  

approve unemployment c l a i m s  yea ou t  o f  t he  p l a y e r s '  h a n d s .  

F i n a l l y ,  j u s t  as  tak£ncgs may be  f a c i l i t a t e d  by t he  c o l l a b o r a t i o n  

o f  out.s ide p a r t i e s ,  so ~ay o r ~ m i z a t i o n s  f a l l i n g  p r ey  to  keep ings  be  

v i c t i m i z e d  c o o p e r a t i v e l y .  The s t a r s  o f  a " f a i l u r e  to  r e a c t  a ca se ,  the  

o f f i c e r s  o f  a c o r p o r a t i o n  s e r v i n g  as  a c o l l e c t i o n  agency f o r  overdue  

s tudent  l o a n s ,  may have done an  e x c e l l e n t  j ob  c o l l e c t i n g ,  b u t  f o r  s i x  

years d / d n . t  b o t h e r  to  d e l i v e r  a l l  o f  the  money they g a t h e r e d .  The 

t h a t  vus r e l e a s e d  vas  s u b s e q u e n t l y  no t  a c c e p t e d  fo r  payment by t he  
bank, bu t  no t  b e f o r e  i t  had been  used t o  pu rchase  s R o l l s  Royce. 
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regional  deputy  d i r e c t o r  o f  HEWis Guaranteed  S tuden t  Loan program vas 

bribed (wi th undisc losed amounts o f  cash and a t  l e a s t  one t r i p  to  Las 

Vegas) to over lnok  such i r r e g u l a r i t y ;  the  scheme would l i k e l y  no t  have 

cont inued f o r  such a long t ime had he been  h o n e s t .  

Collusive Contract in9 

In a t h i r d  species o f  f a v o r i t i s m ,  workers are not  asked to  bend ru les  

of decis ion or  lend a p a r t i s a n  cause suppor t ;  they enter  i n t o  c o l l u s i v e  

agree~ent~ w i th  ou ts iders  regard i / lq  the purchase o f  goods or serv ices 

for t he i r  employers, again,  such behav ior  i s  not s p e c i f i c  to 

qovernment york ;  any o rgan iza t i on ,  p u b l i c  or p r i v a t e ,  may be so 

vict~m~Ted. Cases here bear a s t rong fami l y  resembleru=e to c o l l u s i v e  

takings. Yet there are a nmnber o f  d i f f e rences .  ~ost impor tant ,  one 

does not have the sense wh i le  reading c o l l u s i v e  tak ings tha t  L imi ted 

or~nizational resources are the sub ject  o f  compet i t ion .  The most 

conspicuous v i c t ims  of  c o l l u s i v e  contractJ~q are compet i tors o f  the 

favored pa r t y .  The ba r re l s  o f  money kept in  bank v a u l t s  and federa l  

of f ices are never bot tomless,  but  deserv ing persons are not denied 

assistance because a phony loan a p p l i c a t i o n  or request f o r  government 

benefi ts i s  knowingly approved. In con t rac t i ng  cases, persons mak~q 

decisions on beha l f  of  employers, ~r those able to manipulate such 

decisions, are b r ibed  and as a r e s u l t  d i r e c t  t h e i r  orgarLt~zation's 

business to se lec ted  r e c i p i e n t s ,  i n d i v i d u a l  or corpora te .  Competitors 

lose out, and the r esu l t  o f  c o l l a b o r a t i o n  beccaes someth~g more than 

mere the f t .  
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Other  d i f g e r e n c e s  be tween  t h e s e  tvo  germs og £ a v o r i t i s m  a r e  v o r t h  

ho l ing .  The c o l l u s i v e  t a k i n g s  d e s c r i b e d  above J~vo lved  e x c e p t i o n a l  

event~,  i n  t he  s e n s s  t h a t  bank l o a n s  end government  g r a n t s  a r e  e x e c u t e d  

a t  the  d e c i s i o n n ~ r ' s  p l e a s u r e .  No~h~ng r e q u i r e d  t h a t  such  awards be 

=ads. C ,on t rac t ing  c a s e s  occur  i n  t he  ~ e r l ~ a y  c o u r s e  o f  b u s i n e s s ;  t hey  

focus on t he  p u r c h a s e  o f  goods and s e r v i c e s  n e c e s s a r y  f o r  

o r ~ n L ~ a t i n n a l  s u r v i v a l .  Second,  ~he t a k i n g s  i n v o l v e d  a u n J . l a t s r a l  

d i s t r i b u t i o n  o~ c a s h .  O r ~ m t ~ a t i o n s  whose workers  p l a y  f a v o r i t e s  

a lvays r e c e i v e  s o m e t h i n g  i n  r e t u r n  when a n t e r ~ u g  i n t o  c o n t r a c t s .  A 

t h i r d  c L t s s t ~ t l a r i t y  i s  r e l a t e d .  Like  t he  grauchalent  s u ~ n i s s i o n s  t h e y  

brouqht to  mind, c o l l u s i v e  t a k i n g s  i n j u r e d  p a r t i c u l a r  

o r g a n i z a t i o n s - - t h e  ones whose e~p loyers  in ten tJ~ona l l y  approved 

dishonest request.s--an~ no one e l s e .  Hho are the v i c t i m s  o£ £ m r i t ~ L ~ n  

in c o n t r a c t i n g  cases? Compet i to rs ,  o£ course,  so ve can say a t  once 

that  the c i r c l e  o£ i n j u r e d  parsons i s  r i d e r ,  But vbe the r  the £ocal  

o rganJ-a t ion  i s  h u r t  depends e n t i r e l y  on c i rcumstance,  i n  p a r t i c u l a r ,  

on hay the b e n e f l c i a r i e s  o£ £ a v o r i t L m  decide to a l l o c a t e  the costs o f  

doing business w i t h  the o the r  p a r t y ' s  e~ployee.  

I begin w i t h  t vo  cases no t  a t  ~ t~tunaal. & c o n s t r u c t i o n  

company,s eng ineer  ar ranged £or a t h i r d  p a r t y  to  s e l l  t~o dredges a t  

int~-ated p r i c e s  to  h i s  employer .  The two de£endant~  s p l i t  t h e  

d i f f e r e n c e  between t he  s a l e  p r i c e  and a c t u a l  v a l u e  o f  t he  m a c h i n e r y .  

Though the presentence r e p o r t  was no t  e x p l i c i t ,  i t  seemed the eng ineer  

handled a l l  the d e t a i l s  f o r  h i s  f i r m ,  i n c l u d i n q  the dec i s i on  to  

purchase. 
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In a n o t h e r  c a s e ,  a m a n u f a c t u r i n g  c ~ p a n y ' s  t r a f f i c  manager 

c o l l e c t e d  k i c k b a c k s  of  f i v e  d o l l a r s  p e r  l o a d  from t r u c k i n g  and o t h e r  

t r a n s p o r t a t i o n  companies i n  exchanqe f o r  h i s  a p p r o v a l  o f  s h i p p i n g  

c o n t r a c t s .  Two f i c t i t i o u s  b u s i n e s s  f i r m s  were c r e a t e d  by  t h i s  

de fendan t  and t h e n  used  to  send  i n v o i c e s  t o  s h i p p e r s ,  makinq i l l e q a l  

payments t o  the  t r a f f i c  manager seem l i k e  o r d i n a r y  commerc ia l  

t r a n s a c t i o n s .  In  a l l ,  t h e  d e f e n d a n t  r e c e i v e d  $51,300 from s / x  

d i f f e ren t  companies betveen 1970 and 1973. 5~u:e  t h e  t r uck ing  f i rms 

were adding  t he  c o s t  o f  do ing  b u s i n e s s  w i t h  the  do£endan t  t o  t he  

sh ipp ing  c o n t r a c t s  they  s i q n e d ,  p r o s e c u t o r s  r e a s o n e d  t h a t  the  

d e f e n d a n t ' s  compeny vas  b e i n g  d e f r a u d e a - - t r i c k e d  i n t o  p a y i n g  too  

m,oh--and the case was brought as a mai l  f raud.  So vas tha t  aga~inst 

the constructlon e n g i n e e r .  B u s i n e s s  c o n t r a c t s  h e r e  r ~ l a c e d  l oan  

agreements, but n e i t h e r  defendant did anytlLing a comproaLtsed loan 

o f f i c e r  would no t  r e c o g n i z e .  

N e v e r t h e l e s s ,  e s s e n t i a l  d i f f e r e n c e s  a p p e a r .  The e ~ u n ~ a c t u r e r  va s  

arranq~nq f o r  -.he t r a n s p o r t  o f  i t s  p r o d u c t s ,  scmeth/f lg  i t  tmuld  have to  

do in  any e v e n t ;  t he  c o n s t r u c t i o n  company was purchasing needed 

e ~ t .  The aq reement s  to  c o l l u d e  a t  t h e  h e a r t  o f  t h e s e  c a s e s  a r o s e  

in the c o n t e x t  o f  normal  b u s i n e s s  a f f a i r s ,  knd b o t h  employers  got 

some th~q  f o r  t h e i r  money, even i f  t h e y  overpa id ;  the  t a r g e t  

orqanizat ions vere i n j u red  on ly  to  the ex ten t  p a y o f f s  vere a l l o ca ted  to 

them. A f te r  a11, such costs may be absorbed by the b r ibe  g i ve r ,  or 

passed on to o ther  const~ers. But i f  these f i rms seem less the v i c t ims  

here, other v i c t ims  take t h e i r  p lace--coaqnet i tors  o£ those favored by 

the const ruct ion e n g i n e e r  and t r a f f i c  manaqer, u n f a i r l y  depr ived o f  
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business, once orders  to  purchase and sh~pping con t rac t s  were no longer  

awarded on m e r i t .  

I n j u r y  to  compe t i t o r s ,  r a t h e r  than employers,  seem~ even mere 

l i k e l y  in  a case from Ma~pland, The s~per in tendan t  o f  v e h i c l e  

operat ions f o r  the Pos ta l  Serv ice  t he re ,  respons ib le  f o r  the r e n t a l  o f  

p r i va te  v e h i c l e s  needed t c  d e l i v e r  the m a i l ,  accepted b r i bes  from the 

p r e s i d e n t  o f  a leas:Lng company f o r  f ou r  y e a r s .  In  r e t u r n  f o r  d i r e c t : b  W 

most Posta l  Serv ice  business to  th~s firm, and o c c a s i o n a l l y  p r o v i d / n g  

i t  with b i d d i n g  informatlun, t h e  -~uper in tendan t  r e c e i v e d  free use o f  an  

autcenobile ( i n c l u d i n g  gas and main tenance) ,  a watch, ! i q u o r ,  and 

e n t e r t s i n n e n t .  The p r e s e n t e n c e  r e p o r t  d i d  no t  i n d i c a t e  whe the r  l e n s i n g  

cos t s  were a d j u s t e d  to  r e f l e c t  t he  v a l u e  o f  such  g i f t s .  

Cases v i c t i ~ z i n g  compet i t o rs  a l so  i nc l ude  the d i sc  j ockey  payo la  

case and the nu rs ing  home p rosecu t ions  ment ioned in  chap te r  two. Of 

course, as be fo re ,  v i c t i m s  become more numerous to  the e x t e n t  kickback 

expenses are passed on to  constmers o f  the b r i b e r ' s  products  ( record  

buyers, medicaid pa t i en t s /qove rnmen t  h e a l t h  insurance programs).  Hov 

were such costs a l l o c a t e d  when "merchandis ing s p e c i a l i s t s "  w i t h  the 

Army and Ai r  Force Exchange Serv ice  as accepted $500 ChrisCauss g i f t s  

from a f i rm  they  n o r m a l l y  d i d  b u s i n e s s  wi th?  Though n o t h i n g  i n  the  

p resen tence  r e p o r t s  d i s p u t e d  the  d e f e n d a n t s '  i n s i s t e n c e  t h a t  the  g i f t s  

did not  a f f e c t  purchas ing  dec i s i ons ,  they  were c l e a r l y  in tended  to  win 

favor;  someone must have pa id  f o r  them, even i f  i t  was no t  the A£WES. 

s$ The Exchange Serv ice  buys the goods tha t  are so ld  in  post  exchanges 
on m i l i t a r y  bases. I t  i s  a l so  respons ib le  f o r  px c o n s t r u c t i o n .  
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Compet i to r s  a r e  i n j u r e d  any t ime one o£ t h e i r  number buys b i d d i n g  

in fo rma t ion  on t he  i n s i d e .  In  a r e l a t e d  p r o s e c u t i o n ,  a group o£ 

geue.ra~ ~ o n t r a c t o r s  v e r e  b r i b i n g  kAFZS o f f i c i a l s  t o  r e c e i v e  

i n t e l l i g e n c e  r e g a r d i n g  c o s t  e s t i m a t e s  and b i d d i n g  on Exchange S e r v i c e  

c o n s t r u c t i o n  c o n t r a c t s .  With such i n f o r m a t i o n ,  t he  c o n t r a c t o r s  
e 

s u b ~ t t e d  l ov  b i d s  v h e n e v e r  t h e y  wanted ,  o r  had p r e v i o u s l y  s u b m i t t e d  

proposa ls  r e v i s e d  a f t e r  t h e  f a c t .  Here ,  o n l y  c o m p e t i t o r s  v e r e  h u r t ;  

the FJ~hanqe S e r v i c e  a c t u a l l y  got i t s  yo rk  done f o r  l e s s .  

I n j u r y  t o  compe t i t o r s ,  o£ course,  presupposes the ex i s t ence  o£ 

cceq~et i : ton.  The owner o f  an a i r  c o n d i t i o n i n g  co~pany asked  a Maryland 

p o s t a l  s e r v i c e  employee,  an a d m i n i s t r a t i v e  a s s i s t a n t  i n  t he  O f f i c e  o f  

Plant Maintenance, to  p r o v i d e  the names o£ o the r  c o n t r a c t o r s  ~ l l ~ n g  to  

submit coaq ) l~men ta ry - -~n ten t i ona l l y  b ~ - - b i d s .  Tvo o f  these v o u l d  

a l loy  the  d e f e n d a n t s  t o  get around  P o s t a l  S e r v i c e  r e q u l a t ~ m s  r e q u i r i n g  

a t  l e a s t  t h r e e  b i d s  b e f o r e  c o n t r a c t s  c o u l d  be l e t .  • coup le  o£ 

compliant  i n d i v i d u a l s  v e r e  found,  and t he  a i r  c o n d i t i o n e r  won t h r e e  

c0ntra¢ts 4.  h a l f  a year .  Because the t vo  defendants thoucJht i t  m i ~ t  

look suspic ious i f  the same company yon eve ry  b i d d i n g  con tes t ,  the 

a c ~ i n i s t r a t i v e  a s s i s t a n t  set  up a dummy c o r p o r a t i o n  and ar ranqed f o r  it 

Co be avardsd a f o u r t h  c o n t r a c t ,  a l so  on the bas is  o£ £J.led b i ds .  The 

actual  york  vas per formed by the a i r  c o n d i t i o n e r ' s  f i r m .  The p o s t a l  

yorker was g iven  a h~unid~£ier, ho t  r a t e r  hea te r ,  $700 i n  "consu l t£nq  

fees,-  and n~anerous f ree  lunches f o r  h i s  ass is tance .  The presentence 

report  d id  no t  s t a t e  vhe the r  the compl ian t  b idders  he £ound, ~ho 

remained un~nd~cted, rece i ved  anyU~ng f o r  t h e i r  r o l e  i n  the scheme. 

~hether they d i d  or no t ,  v ic t~aL~zat ion i s  unc lea r .  Did the Pos ta l  
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Service overpay? Nould i t s  a i r  c o n d i t i o n i n g  work have been  comple ted  

at  a l l  in  the  absence  o f  c o l l u s i o n ?  

COALITION 

CoLlusion in  r e s t r a i n t  o f  c o m p e t i t i o n  t akes  d i i ~ e r e n t  fo rms .  In  c a s e s  

of f avo r i t i sm,  an o r g a n i z a t i o n a l  d e c i s i o ~ a k e r  and outs ide  p a r t i e s  

secret ly  agree Co change the ru les  o f  the game. The cons ide ra t i on  f o r  

such agreements  ~-s monetary .  I use the  term c o a l i t i o n  to  r e f e r  to  

other  k~Lq of  c o l l u s i v e  behav io r s  one in  v h i c h  presumably  independen t  

ac tors  come t o q e t h e r  and agree  to  r e f r a i n  from c o m p e t i t i o n ,  thus  

i n j u r i nq  a v ide p u b l i c  o f  cons,~ers,  another vhere such vndersCandinq 

i s  made a t  the ~ p e n s e  o f  a s i n g l e  consumer- -en  o r g a n i z a t ~ o n  r e q u e s t i n g  

of fers f o r  i t s  business.  Cons iderat ion i n  the former i s  mutual  

forbearance, in  the l a t t e r  i t  may be e i t h e r  mutual r e s t r a i n t  or  a 

monetary payment. I beg in  v i t h  the f i r s t  ca teqory ,  cases vhere a group 

feigns c o m p e t i t i o n  b e f o r e  a l a r g e  aud ience .  

Unlike c a s e s  o£ f a v o r i t i m  where one o f  the  o f f e n d e r s  play= a r o l e  

v i t h i n  the  t a r g e t  o r g a n i z a t i o n  and d i r e c t  ¢omnu~icat ion l i n k s  

deger.dants and t h a t  e n t e r p r i s e ,  f i l l i n g  c a s e s  a re  c h a r a c t e r i z e d  by the  

detach:ent o f  i l l i c i t  conduct and those b a r e d  thereby;  there i s  no 

in te rac t ion  betveen p e r p e t r a t o r s  and v i c t i m s .  The f~Ltng o f  p r i ces  by 

co l lud ing business f i rms  is  a good ezample. & t y p i c a l  case vas 

presen ted  in  the second c h a p t e r ;  he re  are  t h r e e  more: 
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• ~ case  from s o u t h e r n  Texas i n v o l v e d  a c o n s p i r a c y  to  f i x  p r i c e s  and 

a l l o c a t e  business i n  the " raba r "  s t o e l  i n d u s t r y .  (Rabar s t e e l  i s  

used to  r e i n f o r c e  concre te  s ~ u c t u r e s  and sur faces .  ) Nine 

manufacturers and t h e i r  sa les  r e p r e s e n t a t i v e s  were i n d i c t e d ;  the 

defendants i nc l uded  th ree  o f  the l a r g e s t  s t e e l  ~ e s  i n  the 

na t i on ,  as y e l l  as s e v e r a l  sma l l e r  T e n s  f tFms. 

The agreement betvean the defendants vas e s t a b l i s h e d  i n  1969. 

Before t~en,  l o c a l  s t e e l  f i rms  had been ab le  to  buy m a t e r i a l s  from 

Eoreign producers  and thus compete e f f e c t i v e l y  ~-~th domest ic 

g ian ts .  However, v i t h  the J~pos i t i on  o f  t a r i f f s  on f o r e i q n  s t e e l  

in  1969, impor ts  o f  rebar  m a t e r i a l s  s lackened,  and t~s 

independents had to  t u rn  to  American acLlls f o r  t h e i r  supp ly .  This 

~ p o r t  r educ t i on  l e f t  the i n d i c t e d  c o r p o r a t i o n s  i n  v ~ r t u a l l y  

complete c o n t r o l  o f  the  south  Texas marke t ,  s s  

Thus, the  d e f e n d a n t s  ve re  in  p o s i t i o n  to  u n i l a t e r a l l y  

i nc r ea se  the  p r i c e  o f  r e b a r  s t e e l  and to  r e q u i r e  i ndependen t s  to  

conf ine  t h e i r  ccuupet i t ion  Co smal l  c o n t r a c t s  demancLt~g l e s s  than  

L3wo hundred tons ( t h i s  f i g u r e  was l a t e r  r a i s e d  to  th ree  hundred) ;  

the c o n s p i r a t o r s  vou ld  tJ~ea~elves hancLle a l l  l a r g e r  jobs .  

Therea f te r ,  r e~L la r  monttLLy meet ings ve re  he ld  to  a l l o c a t e  these 

biq  con t rac t s  bet~reen *.,he defendants .  Represen ta t i ves  of  the  

smal ler  coaq~mies a l so  mat r e q u l a r l y ,  and o c c a s i n n s l l y  sent  a 

l i a i s o n  person to the  defendants '  ovn sess ions.  (An a n t i t r u s t  

ind ic tment  was re tu rned  aga~_~st these c o r p o r a t i o n s ,  but  t ha t  case 

66 ~ i th  t o t a l  annual  sales o£ app rox ima te l y  $20 m i l l i o n  i n  the area,  
the defendants c o n t r o l l e d  about 7 /8  o f  the r e g i o n a l  market .  



159 

vas no t  in  the  p r o j e c t ' s  s a n p l e . )  

&~ f i r 3 t ,  c o n t r a c t s  ~ere  d i v i d e d  on the  b a s i s  o f  a s s e r t e d  

need;  Chls p rocedu re  vas  ~oon dropped f o r  one in  v h i c h  each 

de fendan t  va~ avarded ~ cerCa£n Fercentage o f  market  sa les .  In  

b i  , c k ~  s i t u a t i o n s ,  s t  l e a s t  two ocher  companies ve re  r e q u i r e d  to  

£ i l e  non-coaq~etitive Oids;  te lephone checks vere  made to  p reven t  

slip-ups, In  a d d i t i o n  t o  a l l o c a t i n q  Jobs  between rJmmselves,  the  

defendants a l so  se t  a f i x e d  u n i t  p r i c e  f o r  s p e c i f i e d  q u a n t i t i e s  o f  

rebar m a t e r i a l .  

The consp i racy  ended when i t  vas exposed by e d£sgr~n t led  

former employee o f  one o f  the sma l l e r  f i rms .  

• Five c o r p o r a t i o n s  and t h ree  /"~i~viduals  ~ere  charged i ~  H a v a i i  

v i t h  c o n s p i r i n g  ove r  a p e r i o d  o f  some t v e l v e  years to  r a i se  and 

f i x  the p r i c e  o f  the packaged tou rs  t h a t  a t t r a c t  v i s i t o r s  from the 

am/~Lland tO the  k loha  Sta te .  H o l d ~ g  annual  p r i c i n g  meet ings 

dur ing ,  or  J~ned~ats ly  a f t e r ,  re~nzlar g e t - t o g e t h e r s  o f  the 

i n d u s t r y '  s t r a d e  a s s o c i a t i o n ,  s l  the c o n s p i r a t o r s  ' bas ic  procedure  

was r e l a t i v e l y  s t r a i g h t £ o r v a r d .  The t r a d e  a s s o c i a t i o n , s  s e c r e t a r y  

mai led ques t i onna i res  to  a l l  those i n  the s ta te  s e l l i n g  geods and 

serv ices  t ha t  m~ght be i nc l uded  i n  the tours, ask~.nq respondents 

to incL~cate the p r i c e  o f  such i tems f o r  the  com~u~q yea r .  Once the 

gross cost  o£ each package was c a l c u l a t e d ,  an agreed percentage 

markup vas added on. 

67 The assoc i a t i on  vas one o f  the o r g a n i z a t i o n s  conv i c ted ;  the o thers  
vere tour  v h o l e s a l e r s  and ope ra to rs .  
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Not c o n t e n t ,  the  d e f e n d a n t s  annua l l y  r eached  s e p a r a t e  acco rds  

govern ing  the  f e e s  f o r  r e v i s i n g  packages a f t e r  purchase,  

c a n c e l l a t i o n  char~es, f e e s  f o r  booking  on ly  a port~Lon o f  • ~ v e n  

t ou r ,  co~niss ions to  be pa i d  r e t a i l  t r a v e l  agents ,  and the p r i c e s  

o f  s o - c a l l e d  " s p e c i a l t y  t o u r s , "  o f f e r e d  a t  reduced ra tes  to  
| 

acqua in t  i n d u s t r y  members u i t h  a v a i l a b l e  t r i p s .  They a l s o  were 

ab le  t o  e l i m i n a t e  a number o f  d i scoun t s  the a i r l i n e s  o f f e r e d  on 

c e r t a i n  t o u r  package components .  

M~etincjs were h e l d  ~ one o f  s e v e r a l  c o n f e r e n c e  r o ~ s  in  

Honolulu o f f i c e  b u i l d i n g s ;  t y p i c a l l y  p resen t  i n  a d d i t i o n  to  those 

i n d i c t e d  were two or  t h r e e  o t h e r  impor t an t  a r ea  t r a v e l  a g e n t s ,  a t  

l e a s t  one grand j u r y  w i t n e s s  t e s t i f i e d  t h a t  t o u r  o p e r a t o r s  had 

been meet ing s ince the f i f t i e s ;  everyone agreed t h a t  p r i c e  £t~Lmq 

c o n f e r e n c e s  occu r r ed  r e q u l a r l y  from the  t ~ e  the  d e f e n d a n t s  formed 

t h e i r  t r a d e  a s s o c i a t i o n  in  1963. Some c o m p e t i t i o n  on markups was 

res to red  i n  1971 w i t h  the market ent rance o f  new f i rms  who 

c o n s i s t e n t l y  underso ld  the defendants,  bu t  the consp i racy  was 

appa ren t l y  s t i l l  o p e r a t i n g  e f f e c t i v e l y  when t h i s  £nvesL iga t ion  

began th ree  years l a t e r .  

• The e a r l i e s t  ev idence o f  a consp i racy  to  ra i se  the p r i c e  o f  beer  

in  Mava i i ,  c a r r i e d  ou t  by the r e p r e s e n t a t i v e s  o f  a major  beer  

manufacturer ,  i t s  area who lesa le r ,  and the who lesa le rs  f o r  th ree  

o ther  impor tan t  brews, dated to  May 1973. Documents found i n  two 

o f  the defendants '  f i l e s  revea led  t ha t  t h i s  group o f  major  beer  

d i s t r i b u t o r s  had then cons idered a j o i n t  p r i c e  increase to  be made 

e f f e c t i v e  i n  Ju ly  o£ t ha t  year .  Such increase was, i n  fact, 
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announced ( p o s t e d  w i t h  county  liquor c o n n i s s i o n s ,  as r e q u i r e d  by 

l e v ) .  bu t  t t  yes  n u l l i f i e d  by the  s~x ty  day p r i c e  f r e e z e  

procla imed Ln June. On &ub-ust 13, 1973, i : ~ed i z te l ;~  a f t e r  the 

f-eeze yes l u t e d ,  the defenc~nts a l l  posted a m:Lnor p r i ce  

~2crease. 

~n e a r l y  Oc tober ,  two o f  t he  c o n s p i r a t o r s  asked a t h i r d  i f  

the l a t t e r  would be w i l l i n g  to  f o l l o v  t h e i r  p ro j ec ted  p r i c e  

increase.  The t h i r d  f/Lrm c o n t a c t e d  i t s  manufac tu re r  e.o ask i f  ~.t 

was prepared to au thor i ze  a wholesale p r i c e  h ike .  The 

=anufacturer  yes not ,  t h i s  Ln£ormatinn was re layed to the o~,hers, 

and no increase occurred.  

The manufac tu re r  f e l t  d ~ f f e r e n t l y  in  November. I t s  

vholeGaler  was t o l d  an i n c r e a s e  yes  poss ib le ,  an~ was then asked 

~o f i n d  out  i f  the  i s l a n d s '  o t h e r  beer w h o l e s a l e r s  would go a long.  

a r a i s e  o f  25-30 c e n t s  par  case  was e n v i s a g e d .  I n q u i r i e s  were 

made, and one o f  the  o t h e r  w h o l e s a l e r s  asked t h a t  a mee t ing  of  a l l  

four  be h e l d .  This  took p l a c e  i n  e a r l y  ~ecember;  t h r e e  o f  the  

four f i rms  were r e p r e s e n t e d ,  the  g e n e r a l  manager o f  the  f o u r t h  

having s a i d  he was w i l l i n g  to  go s l a n g  wi th  any p r i c e  i n c r e a s e  the  

group agreed  on. a t e n t a t i v e  p a c t  yes  r eached ;  c e r t a i n  d i s c o u n t s  

to r e t a i l e r s  were a l s o  removed. The absen t  g e n e r a l  manaqer was 

c a l l e d  a f t e r w a r d .  Once aga in ,  he ag reed  to  fo l low the  o t h e r  

d e f e n d a n t s '  l e ad .  

& l e t t e r  w r i t t e n  by one o f  those  p r e s e n t  to  h i s  manufac tu re r  

i s  r e v e a l i n g ,  a f t e r  n o t i f y i n g  h i s  s u p p l i e r  o f  the p r i c e  agreement ,  

he concluded ,  "Tear up t h i s  l e t t e r  when you g e t  through wi th  i t . "  
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A s e r i e s  o f  t e l ephone  c o n v e r s a t i o n s  f o l l o v e d  the  ~eet in(J ;  p r i c e s  

vere  i n c r e a s e d  t h r e e  ~an ths  l a t e r .  

n a j o r  p r i c e  i n c r e a s e s  i n  January  and February  1975 were aqa in  

p r e f a c e d  by see~J_~js and the  agreement  o f  a l l  conce.-l~,d. In  

November 1974, one o£ the  w h o l e s a l e r s  l e a r n e d  t h a t  i t s  
e 

m m u f a c t u r e r  yes  go ing  to  r a i s e  p r i c e s  i n  January .  I t s  p r e s i d e n t  

imnecLiately c o n t a c t e d  the  o t h e r  t h r e e  t o  a r range  a meet~nq to  

disc-,~s the  i n c r e a s e ,  as  w e l l  as  the  p o s s i b i ~ t t  7 o f  c h a f i n g  

d e p o s i t s  on b e e r  kegs .  & mee t ing  was h e l d  a t  a c o f f e e  shop nex t  

to  one o f  the  c o n s p i r a t o r ' s  o f f i c e s .  This  t ime ,  a l l  f ou r  

de fendan t s  were r e p r e s e n t e d .  The f e l l o v  vho had i n i t i a t e d  the  

meet ing announced he vou ld  be r a i s i n g  h i s  p r i c e s  i n  January and 

asked the  o t h e r s  vha t  t hey  would do. The t h r e e  responded  by 

saying  they  would l i f t  p r i c e s  by the  same m o u n t .  &ccordinq to  a 

r epo r t  w r i t t e n  by one o f  those  p r e s e n t ,  the d e f e n d a n t s  t a l k e d  

qu i t e  openly  of  r a i s i n q  p r i c e s  on the  b rands  they  d ~ s t r i b u t e d  from 

$1.74 p e r  s ixpack  to  $1.81,  e f f e c t i v e  January  10 end then  to  $1.89 

on Nay 1, 1975. One o f  the  c o n s p i r a t o r s  i n d i c a t e d  i t  would 

probably  no t  j o i n  the  f i r s t  i n c r e a s e ,  bu t  vould  90 to  $1.89 in  

Nay. &t a subsequen t  t a l k  v i t h  i t s  w h o l e s a l e r ,  the  de fendan t  

m m u f a c t u r e r  dec ided  i t  would h o l d  o f f  fo r  a month on the  f i r s t  

i n c r e a s e  to  avoid  s u s p i c i o n .  

& d i f f e r e n t  k ind  of  f i x i n q  took p l a c e  a t  the r a c e t r a c k  in  Bovie,  

Naryland. Four jockeys  and t h r e e  o t h e r  i n d i v i d u a l s  were t h e r e  charged  

v i th  b r i b e r y  in  a s p o r t i n g  c o n t e s t  (18 USC 224), r a c k e t e e r i n g  (18 USC 

1952), tax and wire  f r aud ,  and c o n s p i r a c y  (18 USC 371) f o r  a r r a n g i n g  
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the r e s u l t s  o f  a ho r se  r a c e .  The i r  e f f o r t s  look ve ry  much l i k e  the 

t yp ica l  p r i c e  f i x i n g  a ~ f a i r - - a  r e l a t i v e l y  smal l  group o f  a c t o r s  came 

toge ther  and agreed  to  r e f r a i n  from compet i t~on .  In  one i n s t a n c e ,  

b e t t o r s  made weqers on h o r s e s  t h a t  were " p u l l e d "  and hence had no 

chance to  win; i n  the  o t h e r ,  buye r s  a re  asked  to  purchase  somethinq a t  

an ] ~ l a t e d  p r i c e .  In  n e i t h e r  do we f i n d  the  p e r s o n a l  r e f l e c t i o n  or  

considerat ion o f  a d ishonest  p resen ta t i on  tha t  i s  the hal lmark of  

f r a u d - - b e t t o r s  and buye r s  e re  v i c t i m i z e d  more by the  f a c t  o f  ¢ o l l u s i c n  

than the p o s s i b i l i t y  o f  d e c e i t .  

Price  f i x i n g  and the  a l l o c a t i o n  o f  cus tomers  and t e r r i t o r i e s  a re  

accomplished a t  t he  expense  o f  a p o t e n t i a l l y  l a r g e  n ~ b e r  o f  s c a t t e r e d  

v i c t i m s - - t h e  cons~aers  o f  c o l l u d ~ g  f i r m s '  p r o d u c t s  or  s e r v i c e s .  While 

vic t ims remain unaware they  a re  pay ing  more than a f r e e  market  vould  

bear ,  the smel l  o f  f r a u d  i s  no t  as  s t r o n g  i n  t h e s e  c a s e s  as  when b i d s  

are r igged  by agreement .  There we f i n d  a s i n g l e  v i c t i m - - t h e  

or~u~tzation rev iewing p ruposa ls - - t sken  i n  by what seem to  be a ser ies  

of f a i r  and p rope r  b i d s .  The c o l l u s i v e  b i d d i n g  c a s e s  i n  t h a t  sense  

resemble f r a u d u l e n t  subaLtssions;  documents c n n t a i n i n q  f a l s e  i n f o r m a t i o n  

are forwarded to  a s i n q l e  v i c t i m  o r g a n i z a t i o n  f o r  b u r e a u c r a t i c  

processinq, as But noth inq in  the b idd ing  documents themselves i s  f a l se  

(except perhaps  the  a f f i r m a t i o n  t h a t  b i d s  have been  c a l c u l a t e d  and 

submitted independent ly ) ;  the v i o l a t e d  norm i s  one s t a t i n g  tha t  b ids 

e, and as I i nd i ca ted  in  the second chapter,  two such cases were 
labeled mai l  f raud by federa l  prosecutors .  
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are to  be f a i r l y  a r r i v e d  s t ,  n o t  t h a t  d e c ~ i o n ~ k e r s  a r e  t o  be t o l d  t he  

t r u t h .  

a i d s  may be c igqed  i n  a s i n g l e  i n s t a n c e  or  on a c o n t i n u i n 9  b a s i s .  

The l a t t e r  p a r a l l e l s  t he  a l l o c a t i o n  o f  t e r r i t o r y  o r  i n ~ L v i d u a l  

accounts ;  i n s t e a d  o f  s a y i n g  ,& t a k e s  eve ryone  v e s t  o f  t h e  R i v e r .  B 

takes the  Eas t  S ide .  and C w i l l  hand l e  a l l  m u n i c i p a l  b u s i n e s s . "  the  

p a r t i e s  d e c l a r e  "k w i l l  t ake  the  f i r s t  Cvo. t h e n  i t  v L l l  be B ' s  t u r n .  

and C v ~ l l  win t h e  b i g  Chris t~aas  c o n t r a c t ,  a What i s  done w i t h  space  i n  

one case  i s  a c c o m p l i s h e d  over  t ime i n  t he  o t h e r .  

The r e p o r t s  s u g g e s t  Chat bick l ing i s  n o t  i n f r e q u e n t l y  £ !zed .  Such 

behavior  i s  o f t e n  a s s o c i a t e d  w i t h  o t h e r  antlcompetltive p r a c t i c e s .  The 

l i n en  c ~ p a n y  ca se  f r c a  s o u t h e r n  F l o r i d a ,  p r e s e n t e d  i n  c h a p t e r  two, and 

the rebar  s t e e l  c a s e  i n c l u d e d  r i g g e d  b i d d i n g .  So d i d  a s e r i e s  o£ c a s e s  

from L o u i s i a n a  and e a s t  Texas  a r i s i n g  i n  t he  baked goods i n d u s t r y °  

sepa ra te  p r o s e c u t i o n s  f o c u s i n g  on s u p p l i e r s  o f  b u i l d i n g  m a i n t e n a n c e  

s e r v i c e s  i n  New York C i t y  and New 3 e r s e y ,  a m i lk  c a s e  i n  e a s t e r n  

Arkansas,  a n o t h e r  r e b a r  s t e e l  c a se  (from w e s t e r n  M i s s o u r i ) ,  and t h e s e :  

• Seven c o n s t r u c t i o n  f i r m s  and two i n d i v i d u a l s  were c o n v i c t e d  i n  a 

case  i n v o l v i n g  the  r e p a i r  o f  a runway a t  O ' l ta re  ~ r p o r t .  When 

bids f o r  r esu r f ac i ng  were s o l i c i t e d ,  t~o  p a i r s  o£ companies, 

ac t i ng  as j o i n t  ven tu res ,  decided to  suba i t  p roposa ls .  Each p a i r  

viewed the o the r  as i t s  most impor tan t  compe t i t o r .  

Representa t ives  o f  the four  companies met° and one o f  the j o i n t  

ventures agreed no t  t o  b i d  c o m p e t i t i v e l y ,  i n  exchange f o r  a p a y o f f  

o f  $16S,000. The o the r  group e v e n t u a l l y  yon the c o n t r a c t  w i t h  a 

b id  o f  S3.5 m i l l i o n ,  though i t s  i n i t i a l  cost  es t imate  had been one 
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m i l l i o n  l e s s .  The d i f f e r e n c e  was a t t r i b u t e d  by U.S. A t t o r n e y s  to  

the  b i d  r i ~ i n g .  The p a y o f f  was made n o t  i n  ca sh ,  b u t  f r e e  

a s p h a l t .  

• Four ~irms were i n d i c t e d  i n  New J e r s e y  a f t e r  8greein.q t o  f i x  t he  

p r i c e  o f  t he  e l e c t r i c a l  work t h e y  pe r fo rmed  f o r  a c o n s t r u c t i o n  

company by a l l o c a t i n g  a s s i g n m e n t s  be tween  t h e m s e l v e s  and 

s u b m i t t i n g  compl imen ta ry  b i d s .  T y p i c a l l y ,  t h e  c o n s t r u c t i o n  

company would s o l i c i t  b i d s  f o r  s p e c i a l i z e d  p h a s e s  o f  some l a r g e r  

pro~ect ,  us ing these b ids  to  compute i t s  own cos ts .  The 

d e f e n d a n t s  and t h e i r  r e p r e s e n t a t i v e s  met with r e s p e c t  t o  each  

prospec : i ve  j o b - - a b o u t  25 o r  30 t imes a yea r .  Who v o u l d  submit 

the  l o v e s t  hi, '  was d e c i d e d  a t  t h e s e  m e e t i n g s ,  h e l d  a~ d i n e r s  and  

r e s t a u r a n t s ;  work was s h a r e d  on s r o t a t i n g  b a s i s .  

The p r e s i d e n t  o f  one o f  t h e s e  companies  d e s c r i b e d  t h e  

conspiracy as "an ac t  o f  se l £ -de fense . "  d e s i r e d  to  p reven t  the 

genera l  c o ~ t r s c t o r  from s e t t i n g  one p a r t i c i p a n t  aga ins t  a n o t h e r .  

The defendants,  agreement  was brought  t o  the Jus t i ce  Depar tz~n t ,s  

a t t e n t i o n  by the p res i den t  o f  one o f  the defendant  c o r p o r a t i o n s ,  

vho thought he had been doub le -c rossed by h ~  co l l eagues .  

According to  the presentence r e p o r t ,  i t  is lJJ [e ly  the r i gged  

bidding would o t h e r v i s e  have remained undet-_cted. 



COIqBINKTION CASES 

CollUsion f r e q u e n ~ y s p p e a r s  i n  c o n J ~ a c t i o n v i t : h  o u t e r  w h i t e - c o ~ a r  

c r i n e s .  In  SEC p r o s e c u t i o n s ,  ~or example,  b r o k e r s  a r e  o f t e n  b r i b e d  to  

tout an i s s u e  to  ~nvary i nves to rs ,  s~ & securities ~cheme in C a ~ f o r n i a  

b r o u ~ t  f raud and c o l l u s i o n  together  t .  s d i f f e r e n t  comtext.  That case 

involved the b r i b e r y  o f  a f ede ra l  o f f i c i a l  and the ~raudulent sale o f  

" loan packages," deemed s e c u r i t i e s ,  to c r e d i t  unions. 

& trade school i n s t i t u t e ,  the owner o f  f i v e  separate voca t i ona l  

schools, o f fe red  a senior  prc~ram oEf i ce r  in HEW's Of f i ce  o f  Education 

$1000 per ~onth i f  he would help the or~gmizatiom complete i t s  

app l ica t ion  i o r  au tho r i za t i on  to grant  student loans,  and see tha t  such 

a p p l i c a t i o n s  were r e v i e v e d  by the  HEW p a n e l  i n  h i s  cha rge .  This  

proposal was made at  a meeting o f  i n s t i t u t e  o f f i c i a l s  and the 

qovernment o f f i c e r ;  at  a second meeting Cvo months l a t e r ,  the p u b l i c  

se rvan t  responded  b y u p p i n g  h i s  p r i c e  t o  60% of  t h e  p r o f i t s  ea rned  by 

one of the o r g a n i z a t i o n ' s  s u b s i d i a r i e s ,  less the $12,000 annual payment 

already promised. The coun te ro f fe r  vas accepted. 

The Jx~st i tu te 's  loan a u t h o r i z a t i o n  a p p l i c a t i o n  was p a t e n t l y  

improper, as on ly  one o f  i t s  schools was in  fac t  

a c c r e d i t e d - - a c c r e d i t a t i o n  was an HEW r equ i r emen t .  However, the  

o r g a n i z a t i o n ' s  paper s  yore  reviewed by the  de fendan t  o f f i c i n l ' s  p an e l .  

and loans in  exces s  of  $5.8 m i l l i o n  ve re  approved.  Approximately  $1 

mi l l ion  of  t h i s  amount vas  s u b s e q u e n t l y  marketed under  f a l s e  p r e t e n s e s  

6s I t  ~s perhaps noteworthy tha t  here, as in the tax evasion cases, 
co l lus ion  is  prosecuted as a f a i l u r e  to r e p o r t - - f a i l u r e  to mention 
such compensation in  the o f f e r i n g  statement. 
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to v i c t im  c r e d i t  un ions .  HEW a u t h o r i z a t i o n  o b t a i n e d ,  the  s c h o o l s  would 

en te r  i n t o  i n s t a l l m e n t  c o n t r a c t s  v i t h  p r o s p e c t ' . v e  s t u d e n t s ,  r e c e i v i n g  

p r a n ~ s o r y  n o t e s  in  exchange f o r  e d u c a t i o n a l  s e r v i c e s .  These no te s  

were then s o l d  a t  a d i s c o u n t  to  the  c r e d i t  un ions ,  vbo ver~ expected t o  

a c tua l l y  c o l l e c t  s t u d e n t  paymmta .  The c r e d i t  un ions  ~ l r e  t o l d  t h a t  

a l l  d e f a u l t e d  loans  vou ld  be r e p u r c h a s e d ;  t he  d e f e n d a n t s  ~ such 

promises kmev the  p l edge  cou ld  never  be c a r r i e d  o u t .  

In ano the r  a f f a i r  combiuin 9 f r a u d  end c o l l u s i o n ,  .%m r e a l t o r s ,  

wishing to  c o n t r o l  homes auct.~,oned by HUD f o r  s p e c u l a t i v e  p u r p o s e s ,  

prepared f raudu len t  " o f f e r s  ta  purchase" i n  f i c t i t i o u s  names f o r  nine 

h~) p rope r t i es .  & t h i r d  codefendent,  a l o c a l  bank off ic.~.al ,  p rov ided 

the mortgage funds these purchases requ i red ,  approv ing  loan 

app l i ca t ions  "made" by the nine ~naqinary ~ n e r s - t o - b e .  In  re tu rn ,  the 

o f f i c e r  received a p o r t i o n  o f  r.he loan proceeds, and a home, purchased 

by his t~o f r i ends  w i t h  ~unde from a separate bank loan issued by t h i s  

defendant. When the  banker  approved loan  p a p e r s  he knev yo re  f a l s e ,  a 

co l l u s ive  tak, inq  o c c u r r e d .  And HI~, p r e s e n t e d  v i t h  phony " o f f e r s  to  

purchase ,"  f e l l  v i c t i m  to  a f r a u d u l e n t  submis s ion .  

From S e a t t l e  comes a more c o m p l i c a t e d  c a s e .  & n ~ d d l e - l e v e l  HOD 

employee t h e r e  c o n s p i r e d  v i t h  o u t s i d e r s  to  r i p  o f f  the  government,  

s imul taneous ly  c h e a t i n g  h i s  p a r t n e r s  i n  c r ime .  In  the  f i r s t  p o r t  o f  

the scheme, the  d e f e n d a n t ,  a " r e a l t y  s p e c i a l i s t , "  avarded purchase  

orders fo r  p a i n t i n g  HUD-mmed apartments to  h is  c o d e f e n d a n t ,  a 

c o n t r a c t o r ,  r e c e i v i n g  k ickbacks  in  r e t u r n .  Here c o m p e t i t o r s ,  end 

perhaps employer ,  yore  i n j u r e d  es  a r e s u l t  o f  c o l l u s i o n  beCveen an 

orgen£zat ionax i n s i d e r  and e x t e r n a l  a c t o r s .  Although the  c o n t r a c t o r  
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was t o l d  the kickbacks  vou ld  be used to pay saneone e lse  to do the 

pa in t ing ,  the  de fendau t  kep t  the  money h~unself- -a  f r a u d u l e n t  s a l e  ( o f  a 

paintLuq job)  conducted on an tnt£mate s t e l e .  The p a i n t i n g  gas 

ac tua l ly  pa id  f o r  v i t h  f r e s h  purchase  o r d e r s  i s s u e d  to  t he  t h i r d  p a r t y  

selected to perform the work;  the r e a l t y  s p e c i a l i s t  approved every one 

for  payment, thouqh in  some instances p a i n t i n g  vas never completed--a 

taking along the l i nes  o f  the f i c t i t i o u s  loans o f  valmard bank 

v ice-pres idents .  

& c t t v i t y  i n  the scheme's second phase v a s n ' t  vary  d i f f e r e n t .  

~ ja in ve f i n d  the  same p a t t e r n  o f  c o l l u s i o n ,  f raudu len t  sa le ,  and 

takinq. The HUD worker issued purchase orders f o r  the i n s t a l l a t i o n  o f  

locks and peepholes, t e l l i n g  the con t rac to r  and h is  w i f e  to  f u rn i sh  a l l  

necessary m a t e r i a l s .  He a lso  t o l d  them he could do them a favor  by 

obtatxLinq the locks and peepholes qu i te  cheaply,  ask ing tha t  they 

reimburse him f o r  such i t e m s .  In  f a c t ,  our f r i e n d  p r e s e n t e d  h£s two 

gul ls  v i t h  phony f e a s t e r  r ece ip t s - - he  vas g e t t i n g  every th ing  f ree ,  

using alvays a v a i l a b l e  HUD purchase order  forms. ThLs L i t t l e  charade 

performed, the defendant would c e r t i f y  t ha t  I n s t a l l a t i o n  had been 

completed and inspected,  and have the purchase orders pa id .  whether 

jobs had a c t u a l l y  been done or  not .  

COLLUDERS 

H~ very middle  c l a s s  the  d e f e n d a n t s  i n  c o l l u s i o n  c a s e s  a re t  

S t a b i l i t y ,  a t  work and a t  home, seems the  ha l lmark  o f  t h e i r  l i v e s .  

Those vho t r y  u n s u c c e s s f u l l y  to  b r i b e  government o f f i c i a l s  are  o f t e n  
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the ovners o f  s ~ a l l  bus inesses.  Tg & s u r p r i s i n g  nu=ber, e o p e c i e l l y  among 

de iendan ts  £rom the  E a s t  Coas t ,  a r e  £ i r s t  q e n e r a t ~ o n  / ~ n i g r a n t s ,  

~roducLs o£ e t h n i c  e a s t e r n  and s o u t h e r n  European background~.  The 

Randel case n o t ~ i t h s t a n d / n q ,  o £ f £ c ~ / ~  vho do accept  brUShes are  no t ,  i n  

• genera l ,  of  h~qh r a n k ;  they  a r e  t he  g u n c t i o n a r i e s  who d e a l  d i r e c t l y  

v i th  the publJ, cs t h e i r  a g e n c i e s  s e r v e .  I f  any c o l l u d e c s  d e p a r t  from 

the middle c l a s s  norm, they  a r e  t he  o u t s i d e r s  ;_n c o l l u s i v e  t a i l i n g .  

These p a r s o n s  q u i t e  c f t e n  have s e r i o u ~  p r i o r  r e c o r d s ,  o r  have  been  

.-uspected o f  s i m i l a r  conduc t  i n  t he  p a s t .  T h e i r  c o l l e a g u e s  a r e  t h e i r  

s a t e l l i t e s ,  b a s i c a l l y  c lean f o l k s  under the i n f l uence  o f  a ca reer  

v h i t e - c o l l a r  c r i m i n a l .  The p a r t i c i p a n t s  i n  c o l l u s i v e  cont~s~.tJ~g cases 

also  have o c c a s i o n a l  a r r e s c  r e c o r d s  o r  h ~ s t o r i e s  o f  f~Ltl~Lal u p s e t  and 

persona l  m a l a d j u s t m e n t .  

~ t i t r u s t  defendants more than coEpensate, though. As I i n d i c a t e d  

in the second chap te r ,  parsons i n d i c t e d  i n  ~ cases are c l e a r l y  the 

=ost " v ~ i t e - c o l ! a r "  o f  a l l  whose cr imes have been here r ev i eved .  

Whether v e a l t h y  p r i n c i p a l  o£ s sma l l ,  c l o s e l y  he ld  c o r p o r e t i a n ,  

comfor table  middle  c l a s s  management f i ( ~ e  i n  a l a r q e r  f i r m ,  or  as i s  

the case on occasion, major  n a t i o n a l  ezecu t i ve ,  a n L t t r t t s t  d e f e n d a n t s  

have l i v e d  a lmos t  i r r e p r o a c h a b l e  l i v e s  u n t i l  t h e i r  a r r e s t .  Income, 

family, men ta l  and p h y s i c a l  h e a l t h  a s i d e ,  t he  many l e t t e r s  o f  s u p p o r t  

f i l e d  by c i v i c  l e a d e r s  t e s t i f y  t o  t h e i r  r e p u t a t i o n s  i n  the  ccmzun~ty.  

P a r t i c u l a r l y  i n t e r e s t i n q ,  however,  i s  hov l i t t l e  e f f e c t  c r ~ L i n a l  

71 Though many o f  t h e s e  c a s e s  ~ v o l v e d  the  a u d i t  o f  company books ,  on ly  
one in  the sentenc ing  p r o j e c t ' s  sample v i t nessed  a co rpo ra te  
ind ic tment .  
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convic t ion  seems to  have on a l l  t h i s .  Fev a n t i t r u s t  d e f e n d a n t s  l o s e  

jobs ,  f a m i l i e s ,  o r  even s t a n d i n g  ( t o  the  e x t e n t  the  p r e s e n t e n c e  r e p o r t s  

say anyth ing  about  the  l a t t e r )  as  a r e s u l t  o£ t h e i r  encoun te r  v i t h  the 

law. 

' O 

smqP~q~ 

When adversar ies  or  p a r t i e s  to  r e l a L t o n s h ~ s  t h a t  should be arms l enq th  

sec re t l y  agree to  c o o p e r a t e ,  they  cnlZude.  I f i r s t  rev%e~ed ins tances  

where a c t o r s  f a i l e d  to  e s t a b l i s h  c o U u s l v e  agreements ,  than  c o n s i d e r e d  

Wo s a t ' ~ n g s  in  which c o l l u s i o n  does take  p l a c e .  Cases  of  f a v o r i t i s m  

include b r l be rT ,  t ax  e v a s i o n ,  and mal l  f r a u d  p r o s e c u t i o n s  where f e d e r a l  

employees accept payo f f s  designed to  i n f l u e n c e  subs tan t i ve  dec is ions  

made in  an o f f i c i a l  c a p a c i t y .  Takinqs made poss4hle by co ] . lus ion ,  

vhether banking cases l a b e l e d  embezzlement and c red4t  f raud ,  or  f a l s e  

claims a r i s i n g  in  a government c o n t e x t ,  and c a s e s  from o t h e r  l e g a l  

c a t e g o r i e s ,  vhere  an o r g a n i z a t i o n ' s  employee,  government yo rke r  or  n o t ,  

di rec ts  t ha t  o r g a n i z a t i o n ' s  business to  f i rms  or i n d i v i d u a l s  t h a t  pay 

for such p r i v i l e g e ,  are  s i m i l a r ,  in  the  s e n s e  t h a t  money has pu rchased  

p a r t i a l i t y .  

In cr imes 0£ c o a l i t i o n ,  r i v a l s  agree  to  r e f r a i n  from c o m p e t i t i o n .  

In qeneral ,  no money passes hands; t he  c o n s i d e r a t i o n  f o r  such 

agreements i s  mutual r e s t r a i n t  and r e s u l t i n q  p r o f i t .  P r i c e  £i~Lnq and 

the a l l o c a t i o n  o f  ~ . e r r i t o r i e s  or  accoun t s  v i c t i m i z e  a broad  p u b l i c ;  b i d  

riqqir.q, a s i n g l e  concern .  While t h i s  d i s t i n c t i o n  i s  u s e f u l ,  i t  does 

not cloud the f a c t  Chat many a n t i t r u s t  cases wi tness both  k inds o f  

behavior.  



Chapter VI 

D ~ D G ~  

This e s say  began by  a r g u i n g  t h a t  an un r ew ar d i ng  a n a l y t i c  f reme~ork ,  

coupled w i t h  a d i s r e g a r d  f o r  t he  de~ .a i l s  o f  a c t u a l  c o n d u c t ,  s e v e r e l y  

l i m i t e d  our  u n d e r s t a n d i n ~  o f  v h a t  i s  c a l l e d  ~ t t e - c o l l a r  c r ime .  The 

l a b e l s  t r a c L t t i c n a l l y  a p p l i e d  t o  such  phenomena, i t  was s a i d ,  a r e  r e a l l y  

i n a p p r o p r i a t e ,  f o r  t hey  s t r u c t u r e  our  p e r c e p t i o n  o f  v h i t e - c o l l a r  c r ime  

in an a r t i f i c i a l ,  u l t i m a t e l y  m i s l e a d i n g ,  way. Only by f o r g e t t i n g  

o f f i c i a l  taxonomy and d e v e l o p i n g  a new t y p o l o g y - - o n e  t h a t  made 

s o c i o l o g i c a l  s e n s e - - c o u l d  we hope t o  l e a r n  s c a e t h i n g  ~bou t  our  s u b j e c t .  

We were t hus  a sked  to  i q n o r e  s t a t u t o r y  c a t e q o r i e s  and focus  

i n s t e a d  on the  b e h a v i o r a l  e l e m e n t s  cr~,nes had  i n  coanon,  c r e a t i n g  hey 

d i v i s i o n s  on the  b a s i s  o f  r e a l - w o r l d  a c t i v i t y - - t h e  i n t e r a c t i o n  o f  

p e r p e t r a t o r s  and v i c t ~ n s - - a n d  t he  s o c i a l  c o n t e x t  i n  which such 

i n t e r a c t i o n  o c c u r r e d .  By u n i t i n g  l i k e  c h a r a c t e r i s t i c s  p r e v i o u s l y  

d i s t ~ g u i s h e d ,  by making o t h e r  d i s t i n c t i o n s  nov i~mored, a hey method 

~f d e s c r i b i n g  ~ t t e - c o l l a r  c r ~ e  migh t  be found.  Indeed ,  i t  v a s .  The 

l a s t  t h r e e  c h a p t e r s  have d i s c o v e r e d  t h a t  e i g h t  s t a t u t o r y  -packages  a 

y i e l a  b u t  t h r e e  major  k i n d s  o f  n o n v i o l e n t  econoe~c c r ime ,  f r a u d ,  

tak ing,  and c o l l u s i o n .  And i f  ve are to  understand v h i t e - c o l l a r  c r ime,  

fraud,  t a k i n q ,  and c o l l u s i o n  a r e  the  c a t e g o r i e s  ve most u se ;  r e f l e c t i n g  

b e h a v i o r a l  c o n t e n t  d i r e c t l y ,  t h e y  promise  g r e a t e r  i n s i g h t  and more 

powerful p r e d i c t i o n  t h a n  those  the  l e g a l  sys tem p r o v i d e s .  Le t  us  

b r i e f l y  r e v i e v  the  conduct each dep i c t s .  

- 1 7 1  - 
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Fraud i n v o l v e s  m i s r e p r e s e n t a t i o n  or  nondiscXosure  meant to  f o o l  

saneone a c t i n g  i n  r e l i a n c e ;  i t s  v i c t i m s  are t r i c k e d  i n t o  a c t i o n  as a 

d i rec t  r e s u l t  o f  a .calse p r e s e n t a t i o n  or  o t h e r  missta tement  o f  r e a l i t y  

by the defendant .  The t h i r d  chapter  i d e n t i f i e d  the th ree  d * f f e r o n t  

~ e s  o f  f r a u d u l e n t  activity found i n  the sentenc ing  p r o j e c t ' s  f i l e s .  
I 

In the f i r s t ,  i n t e r a c t i o n  was r e l a t i v e l y  fo rma l ,  occu r r i ng  between one 

or more e x t e r n a l  ac to rs  and a s i ng l e  v i c t i m  o r g a n i z a t i o n .  Z c a l l e d  

these f r audu len t  submJ~ssions, because i n  each i ns tance ou t s i de r s  

su~Ltt ted  m a t e r i a l s  f o r  o f f i c i a l  o r g a n i z a t i o n a l  rev iew t h a t  y o r e ,  i n  

some m a t e r i a l  r e s p e c t ,  f a l s e  and n~Lsleadi~g. These c a s e s  i n c l u d e d  

c r e d i t  and l e n d i n g  i n s t i t u t i o n  f r auds  i n v o l v i n g  phony bank loan  

a p p l i c a t i o n s ,  and f a l s e  c l a ims  and s t a t e m e n t s  ca~es in  which a 

qovernnent agency f e l l  v i c t i m  to  a f r a u d u l e n t  r e q u e s t  f o r  i t s  b e n e f i t s  

or s e r v i c e s ,  o r  made some o t h e r  d e c i s i o n  on the  b a s i s  o f  a d e c e p t i v e  

presen ta t ion .  Frauds stemming from HOD and VA mortgage insurance 

opera t ions  and r e l a t e d  f e d e r a l  hous ing  p r o g r m s  yore  .Crauds o f  

submission. So were mall and wire  f r auds  v i c t i m i z i n g  p r i v a t e  

o r q a n ~ a t i o n s ,  such as i n s u r a n c e  companies ,  o r  c r e d i t  c a r d  i s su~nq  

r e t a i l e r s .  Tax c a s e s ,  as v e i l ,  yore  c l a s s i f i e d  h e r e .  

The second group o f  f r auds  were s t r u c t u r a l l y  s i m i l a r :  aqa in ,  

ex te rna l  a c t o r s  and a s i n q l e  v i c t i m  orqanJ.~at ion were i nvo lved .  In 

these f r a u d u l e n t  p u r c h a s e s ,  merchandise  was bought ,  bu t  never  p a i d  f o r .  

Cases v i c t i m i z i n g  ma i l  o rder  f i rms c l o s e l y  resembled f r a u d u l e n t  

submissions; e x t e r n a l  ac to rs  made fo rma l ,  bu t  specious,  requests o f  

o rqan iza t ions .  C r i t i c a l  to  the d i s t i n c t i o n ,  however, was the f ac t  t ha t  

v ic t ims d id  not  rev iew f r a u d u l e n t  purchase orders  i n  the same fash ion  
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as f r a u d u l e n t  s u b m i s s i o n s ;  t h e y  s imp ly  r e a c t e d ,  i n s t e a d  o£ making 

decis ions on the bas is  o£ e rev iew  o f  pro££ered mabe r i a l s .  ~ i i  £raud 

vds the most f requen t  source o f  such cases; i t  p rov i ded  o the rs ,  too ,  i n  

which b u s ~ c e s s e s  pce~ed on one a n o t h e r  and  i n t e r a c t i o n  be tween  

p e r p e t r a t o r  and v i c t i m  yes  more f r e e - f o r m .  These acLqht y e l l  have been  

p r o s e c u t e d  as  b a n k r u p t c y  f r a u d s ,  f o r  t h e y  i n c l u d e d  t y p i c a l  scares i n  

which an o r g a n i z a t i o n  yes s y s t e m a t i c a l ! y  l o o t e d  until on l y  a pennLleas 

she l l  r M a i n e d .  

F r a u d u l e n t  s a l e s  formed t he  t h i r d  s u b c a t e q o r y .  Here ,  a lmos t  a l l  

de fendan t s  o p e r a t e d  be ;h~nd t he  c o v e r  of  o r g a n i z a t i o n ;  c a s e s  o f t e n  qsve 

fasc~atinq e v i d e n c e  o f  w e l l  des£gned,  r e l a t i v e l y  complex,  i m p r e s s i o n  

mmaqe~ent  p l o y s .  These p r e s e n t a t i o n a l  s t r a t e g i e s  f r e q u e n t l y  c l a imed  

numerous v i c t i m s ,  i n d i v i d u a l s  and o r g a n i z a t i o n s  a l i k e ,  who were induced  

to purchase  goods o r  s e r v i c e s - - o i l  w e l l s ,  d e s e r t  l a n d ,  f r a n c h i s e s ,  go ld  

co ins ,  s h a r e s  o f  w o r t h l e s s  c o r p o r a t i o n s - - f o r  more t han  such  p r o d u c t s  

were r e a l l y  wor th .  Frauds  o f  s a l e  i n c l u d e d  m a i l ,  w i r e ,  and s e c u r i t i e s  

f raud p r o s e c t i o n s .  

Takings were, quite s imply ,  t h e f t s .  Thouqh o c c a s i o n a l l y  

accompanied by d e c e i t  or  ch icanery ,  t ak i ng  was distJJtguished from f raud  

because i t s  v i c t i m s  d i d  noC ac t  i n  response to  defendant  

m is represen ta t ions .  Something o f  va lue  yes taken from the v i c t i m ,  no t  

given w i th  the  v i c t i m ' s  a t  l e a s t  t emporary  c o n s e n t  to  the  d e f e n d a n t ;  

v i c t ims  d i d  no t  a c t  i n  r e l i a n c e  on p e r p e t r a t o r s '  f a l s e  d i s p l a y s .  

Nany t a k i n g s  were r e l a t i v e l y  s t r a i g h t f o r w a r d  a f f a i r s  i n v o l v i n g  

s l e i q h t  of  hand or  s imple  m a n i p u l a t i o n  o f  an o r g a n i z a t i o n ' s  r e c o r d s .  

Others were s i g n i f i c a n t l y  mo.-e c o m p l i c a t e d ,  demanding s o p h i s t i c a t e d  
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t e c h n i c a l  u n d e r s t a n d i n g  o r  p a t i e n t  maneuvers  i n v o l v i n g  books and 

equ~men t .  In  most  i n s t a n c e s ,  h o v e v e r ,  t a k . t n ~  were accon~p14~hed by  

de~endants  who vo rked  a l o n e .  Such c a s e s  cane  from t h e  bank 

e~bezz le=en t ,  s e c u r i t i e s  ~raud and,  o c c a s i o n a l l y ,  t h e  m a i l  f r a u d  

c a t e g o r i e s .  

Cer ta in  t ak i ngs  were perhaps p l a y f ~ U y  termed keepings,  f o r  t he£ t  

in  these cases was accomplished by mere ly  keepJ~q £unds t h a t  had come 

i n to  the  de£andant 's  possession l e ~ L t i m a t e l y ;  t .  a d d i t i o n  to  

e~bezzlements and ma l l  f rauds ,  a number o£ t ax  cases were found hare .  

Z i ~ a l l y ,  seve ra l  o£ the sentenc ing p r o j e c t ' s  tak ings  amounted to  

e x t o r t i o n ;  these fo rced  tak ings  were c a r r i e d  ou t ,  no t  v i t~ .  w i t  o r  

cunninq, bu t  through the abuse o f  a u t h o r i t y  o r  naked economic power. 

Such cases were v a r i o u s l y  prosecuted as m a l l  ~rauds, br4.J~es, o r  

v i o l a t i o n s  o£ the a n t i t r u s t  laws.  

C o l l u s i o n - - t h e  sec re t  coopera t i on  o£ p a r t i e s  who are by de£J~ t t i on  

adversar ies or p r e s ~ d  to  be a t  arms leng th - -was  £ound i n  the cases 

examined to  occur i n  t~o d ~ £ e r o n t  set t . tnqs.  In  the £ i r s t ,  i n d i v i d u a l s  

requi red to  remain i m p a r t i a l  accepted b r i bes  designed to  win i n f l u e n c e .  

These were the cases o£ f a v o r i t i s m ;  de£andants 4ncluded government 

o££ ic ia ls  on the take,  most f r e q u e n t l y  prosecuted i n  the b r i b e r y ,  ma i l  

fraud, or tax  c a t e g o r i e s .  Here, too ,  were the employees o£ 

o r g a n i z a t i o n s ,  p u b l i c  and p r i v a t e ,  who s t o l e  wh i l e  i n  l eaque  w i t h  

e x t e r n a l  c o n s p i r a t o r s .  In  bank i ng  c i r c l e s ,  where phony loan  

a p p l i c a t i o n s  were i n t e n t i o n a l l y  approved,  c o l l u s i v e  t a k i n g s  were 

l abe l ed  embezzlement  and c r e d i t  and l e n d i n g  f r a u d .  S~.ni lar  c a s e s ,  i n  

which government bene£ i t s  were consc ious ly  g iven  away, were a l so  £ound 
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in  fa l se  c la/ms and HUD/V~ £ i l e s .  Workers vho d i r e c t e d  t h e i r  

e~p loyer ' s  business co se lec ted  : e c i p i e n t s  i n  ezchango £or  g i £ t s  and 

other  favors  rounded ou t  ~ ca tego ry .  Such act , 'Lv i ty  yes found i n  

bribery, t a x ,  ma~  and c r e d i t  .Crsud, embezzlement, and o c c a s i o n a l i y ,  

fa lse c la ims cases. In  the second, c a n p e t i t o r s  themselves ~oined 

forces to  a l l o c a t e  economic o p p o r t u n i t y .  These ve re  the a n t i t r u s t  

cases { though there  ~ere s hand~ul  o f  ma i l  f rauds and a t  l e a s t  one 

b r i b e r y  case here,  ~ao).  C o ~ l i t i o n s  i n  r e s t r a i n t  o f  t r ads  £J~eed 

p r i ces ,  d i v i d e d  t e r r i t o r i e s  dnd accounts,  and r i gged  b ids ,  v i c t~un iz in  9 

both ~he genera l  p u b l i c  and s p e c i f i c  c o n s ~ r s .  

I t  vou ld  be m is lead ing  to  suggest the t y p o l o g y  i s  e n t i r e l y  v i t h o u t  

~ l i f -c icu l ty ,  h~aever .  Severa l  l i m i t a t i o n s  o f  the i n s t a n t  research ~er~ 

discussed i n  the second chap te r .  Only cr inL ina l  a c t i v i t y  r e s u l t i n g  i n  

conv i c t i on  o f  a t  l e a s t  one o f  the p r i n c i p a l s  yes s tud ied .  And on1¥ 

e ight  o f f e n s e s - - f e d e r a l ,  a t  t h a t - - v e r e  cons idered.  Undetected or  

unreported cr~ne was no t  examined. N e i t h e r  ~as vrongck~ing prosecuted 

in s ta te  cour ts ,  o r  ~.ried be fo re  c i v i l  o r  a d m i n i s t r a t i v e  t r i b u n a l s .  

The t ypo logy  descr ibes on l y  the n o n v i o l e n t  economic cr~ne a c t u a l l y  

surveyed;  i t s  c a t e g o r i e s  i n e v i t a b l y  r e f l e c t  the  m a t e r i a l s  v h i c h  have 

informed i t .  

This  i s  a p a r t i c u l a r l y  ~ n p o r t a n t  p o i n t .  I man t ioned  s t  t he  o u t s e t  

that  an i n d u c t i v e ,  c l a s s i f i c a t o r y  t ypo logy  og the k ind  developed here 

necessar i l y  depends on the scope and q u a l i t y  o f  a v a i l a b l e  da ta .  Hov 

gene ra l i zab le  can ~F r e s u l t s  be vben they are  based on r e l a t i v e l y  

l i m i t e d  i n fo rma t i on?  Only f u r t h e r  work can ansver t h i s  ques t i on .  I t  

is  e n t i r e l y  poss ib l e  t ha t  hey fo r~s  o f  ~ h i t e - c o l l a r  i l l e g a l i t y  r i l l  
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appear vhen a t t e n t i o n  tu rns  to  conduct processed ou t s i de  the cr iaLtna l  

j u s t i c e  s y s t m ,  o r  t o  be.havior nov f~und i n  o the r  pena l  ca teqo r i es .  

Perhaps the  d e f i n i t i o n s  o f  f r a u d ,  t a k ~ g ,  c o l l u s i o n ,  and omis s ion  r i l l  

have to be r e v i s e d .  But a c t i v i t y  as  g e n e r a l  and w idesp read  as  t h a t  

desc r ibed  in  t h e s e  p a g e s - - f r a u d u l e n t  s u b m i s s i o n s ,  p u r c h a s e s ,  and s a l e s ,  

var ious  forms o f  t h e f t  and c o l l u s i o n - - m u s t  appear  in  o t h e r  s e t t i n g s ,  

too.  The c a t e g o r i e s  a re  t hemse lves  based  on g e n e r i c a l l y  d e s c r i b e d  

behavior ;  they  should  be s u f f i c i e n t l y  supple  to  s t a n d  the  t e s t  o f  f r e s h  

evidence.  

Whatever the  outcome in  t h a t  r e g a r d ,  problems ~ i t h  the  p r e s a n t e n c e  

r epo r t s  d id  a c~ear  du r inq  the  course  o f  the  e n t e r p r i s e .  C e r t a i n  c a s e s  

vere harder  to  c l a s s i f y  than  o t h e r s  and, as I have a l r e a d y  i n d i c a t e d ,  a 

few inc luded  more than  one k ind  of  v h i t e - c o l l a r  a c t i v i t y .  Too, the  

p resen tence  r e p o r t s  d i d  no t  a lvays  c o n t a i n  as  much i n f o r m a t i o n  as one 

vould have l i k e d .  Fac t s  r e g a r d i n g  p e r s o n s  vho v e r e  no t  i n d i c t e d  ve re  

scanty, e s p e c i a l l y  vhen such i n d i v i d u a l s  vere  no t  among the defendant*s  

c losest  co l l eagues .  D e t a i l s  concern ing  behav io r  r e l a t e d  t o ,  bu t  not  an 

i~nnediate pa r t  o f ,  the c r i m i n a l  ac t  ve re  a l so  L u s u f £ i c i e n t .  The 

p o s s i b i l i t y  t ha t  f r a u d u l e n t  p r e s e n t a t i o n s  o f t en  acconspany t a k i n g s  vas 

thus not  f u l l y  exp lo red ,  because data on conduct beyond the ac t  o f  

th ieve ry  i t s e l f  remained g e n e r a l l y  u n a v a i l a b l e .  Coverup moves aLiqht 

have been more c l e a r l y  descr ibed,  as v e i l ,  had c i rcumstances 

surrounding the cr ime been more p l e n t i f u l .  And the l i n e  d i s t i n g u i s h i n g  

hard ba rga in i ng  between equals and e x t o r t i o n  vas o c c a s i o n a l l y  d i f f i c u l t  

to es tab l i sh ,  vhen o f fense descr~o t ions  vere  unc lear  or  incomple te .  



177 

Yet the typolocjy does show how t r i c k y  1ego1 ca tegor ies  can be. 

This, a f t e r  a l l ,  -~as a pr~nary pur~ose-- tu  demonstrate tha t  s t a t u t o r y  

boundar ies  do no t  d iv ido  ,~e  v o r l d  o2 c r i m i n a l  ac~vACy i n t o  

behav io ra l  u n i t s .  Table 4 c l a s s i f i e s  each o f  the  c a s e s  s t u d i e d - o b y  

s t a t u t e ,  and a c c o r d i n g  to  t he  t~lpoloqy. The number o f  defendant 

r epo r t s  a c t u a l l y  read  i s  n o t e d  on the  r i g h t  s i d o  o f  the  s l a s h  or  

p a r e n t h e t i c a l l y .  Lookinq a t  the  e i g h t  o f f e n s e  c a t e g o r i e s ,  ve see  t h a t  

mai~ f raud ,  no t  s u r p r i s i n g l y ,  i s  v i d e l y  s p r e a d ,  end t h a t  t s z  e v a s i o n ,  

bank embezzlement,  and c r e d i t  and l e n d i n g  i n s t i t u t i o n  f r a u d  (vh ich  

inc ludes  HUD-related f r a u d s )  a re  a l s o  q u i t e  h e t s r o q e n e o u s .  To the  

~ e n t  one can Use the r a t i o  o f  d~fendant repor ts  to ac tua l  cases as an 

i n d i c a t o r  o f  the  number o f  p e r s o n s  i n v o l v e d  i n  a g iven  c a s e ,  ve s ee ,  as 

y e l l ,  t h a t  t a k i n g s  a re  a lmos t  always s o l i t a r y  a f f a i r s  ( v h e t h e r  

p rosecu ted  as  embezzlement or  n o t ) ,  and t h a t  f r a u d u l e n t  pu rchase s  and 

sa l e s  are  more f r e q u e n t l y  the  r e s u l t  o f  group a c t i v i t y  than  f r a u d u l e n t  

submLssions. Even a l l o y i n g  fo r  the andict~zent o£ corporate defendants 

in a n t i t r u s t  c a s e s ,  a p r a c t i c e  v~Lch i n f l a t e s  the  p r o p o r t i o n  o f  r e p o r t s  

to ca ses ,  the  same may be s a i d  f o r  r e s t r a i n t  o f  t r a d e - - m o r e  a c t o r s  a re  

impl icated in  those cases than vhen other  forms o f  col. lUsion are put  oa 

t r i a l .  The bu lk  o f  cases v i t h i n  each s t a t u t o r y  9Toupinq f a l l s  in the 

expected p lace;  most a n t i t r u s t  prosecut ions invo lve  i l l e g a l  coalJLtion, 

=ost secu r i t i es  cases are f raudu len t  sa les,  most b r ibes  are some k ind 

0f co l l us ion ,  and so on. But the tab le  a lso  reveals s i m i l a r i t i e s  in  

conduct vh ich cut  across s t a t u t o r y  boundaries,  and vh ich ahiqht not have 

been s e l f - e v i d e n t  a t  the s t a r t .  Whether t y p i c a l  o£ t h e i r  l ega l  

c l a s s i f i c a t i o n  or not ,  most cases share 4.Tportant behav io ra l  features 
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with o t h e r s  i n  seemingly  u n r e l a t e d  c a t e g o r i e s - - p a r a l l e l s  i n  b e h a v i o r  

i d e n t i f i e d  by  a typo loqy  based  on the  s t r u c t u r e  and c o n t e n t  o f  human 

a c t i v i t y .  

T 3 N ~ 4  

Cases by S t a t u t o r y  and T y p o l o q i c a l  Category  

emb b r i b  c r e d  f c s  m a i l  t a x  a n t i  sec t o t a l  

FRkUD 
sub~L~sious 1 / 4  - 28 /27  34 /48  14 /19  19 /19  - - 94 /117  
purchases . . . .  4 / 1 0  - - - 4 / 1 0  
s~ les  . . . .  8 / 3 8  - - 27 /89  35 /127  

TARING 
s ~ p l e  15 /15  5 /5  1 /1  - - - 2 / 2  23 /23  
n . s .  s imp le  7 / 7  . . . .  1 /1  8 / 8  
keep ing  414 - 111 - 112 414 7 - 10111 
e x t o r t i o n  7 / 7  1 / 2  - 1 / 2  9 /11  

COLLUSION 
c o l .  t akLnq  7 / 2 3  3 / 6  
c o l .  c o n t r a c t  10 /13  
o t h e r  f a v .  14 /16  
coalition 1/7 

2 / 3  2 / 8  

OMISSION 

COMBIh~TION - 1 /1  1 /3  

~nc lea r  1 /1  - - 

TOTAL 35 36 35 37 
(.54) (50 )  (39)  (55)  

- - - 14138 
1 /1  1 /7  12/21 
2/7 1/1 17/24 
1 / 3  - 43 /245  45 /255  

10110 1o/1o 

3 / 4  - 4 / 1 8  9126 

214 - 112 417 

37 35 44 35 294 
(90) (41) (247) (112) (688) 

I wou ld  hope those  p a r a l l e l s  i n  b e h a v i o r  w i l l  suc~est p a r a l l e l s  i n  

d e t e c t i o n ,  p r o s e c u t i o n ,  and c o r r e c t i o n  t o  men and women w i t h  a 

p r o f e s s i o n a l  i n t e r e s t  in  such m a t t e r s .  Perhaps  i n v e s t i g a t i v e  and 

enforcement a c t i v i t i e s  p r e v i o u s l y  o r g a n i z e d  in  terms of  a l e g a l  code 

would advance more e f f e c t i v e l y  i f  workers  were a l lowed  to  focus  on 
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co~mona l i t i e s  i n  a p p a r e n t l y  a d s s t m i l a r  o f f e n s e s .  A c t o r s  now i s o l a t e d  

Ln the  c r i m i n a l  J u s t i c e  sys tem ~eceuse  e f f o r t s  a r e  o r g a n i z e d  acco~L~ng 

to s t a t u t o r y  c a t e g o r y  mdqht r e c o g n i z e  problems  o f  mutua l  4 n t e r e s t ;  

p r a c t i t i o n e r s  who ~t  p r e s e n t  see  no r e a s c ~  t o  coannun£ceCu m~ght s h a r e  

ideas  once they  r e a l i z e d  t hey  f a c e d  the  same k i n d  o f  c a s e .  

Le t ' s  run t h r o u ~  severa l  o f  the typology's ca tegor ies .  For the 

f i r s t  t ime, a problem shsred by many d i f f e r e n t  o rgan iza t ions  has been 

i d e n t i f i e d  as one o f  f r audu len t  submission. Do the v i c t i m s  o f  such 

schemes, public or  p r i v a t e ,  have something to l ea rn  from eech oth.~r? 

Speci f ic  knowledge regard ing  the de tec t i on  o f  f raudu len t  a p p l i c a t i o n s  

may a l r e a d y  e x i s t ;  i f  n o t ,  a f f e c t e d  o r g a n i z a t i o n s ,  g i v e n  a v a i l a b l e  

resources  and t he  n o t  i n s i q ~ f i c a n t  s t r e n g t h s  o f  b u r e a u c r a c y ,  migh t  

p r o t e c t  t h e m s e l v e s  more e f f i c i e n t l y  by working  t o g e t h e r ,  d e v e l o p ~  

r o u t i n e ,  t r a n s f e r a b l e  mechanisms o f  c o n t r o l .  F e d e r a l  a g e n c i e s  t r y i n g  

to combat f r a u d  migh t  c o n s i d e r  usLng the  t e c h n i q u e s  o f  i n s u r a n c e  

companies or  o t h e r  f i n a n c i a l  i n s t i t u t i o n s ,  f o r  example.  

F r a u d u l e n t  p u r c h a s e s  b r o u g h t  m a i l  o r d e r  and b a n k r u p t c y  f r a u d  

toqether. Hail o r d e r  firms have always bean sensitive to the 

p o s s i b i l i t y  of  f raud,  b u t  every o rgan i za t i on  must t ransact  w i t h  ~uyers 

of i t s  goods and s e r v i c e s .  &gain,  v i c t i m s  who now t h i n k  t h e i r  

s i tua t i on  unique  migh t  b e n e f i t  from a shar ing o f  i n f o r m a t i o n .  Of 

course, the pace and sheer volume o f  i n t e r o r g a n i z a t i o n a l  contacts may 

require the i n f o r m a l i t y  tha t  now charac te r i zes  such dea l ing ,  making a 

so lu t ion to the j o i n t  problem less l i k e l y .  

The two agencies whose du t ies  inc lude the c o n t r o l  o f  f raudu len t  

sa les-- the U.S. Posta l  Inspectors  and the SEC--might u s e f u l l y  compare 
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notes .  Perhaps  t r a i t s  coamon to  a l l  f r a u d u l e n t  s a l e  a c t i v i t y  can be 

i d e n t i f i e d ;  t h ~  would, be u s e f u l  f o r  b o t h  i n v e s t t q a t o r s  1rid t he  

consuainq p u b l i c .  Given the  usua l  ba l ance  o f  power between s e l l i n q  

o rgan iza t ion  and v i c t i m ,  however,  i t  i s  s o r e  l i k e l y  t h a t  a d d i t i o n a l  

r e s t r a i n t s  will have to  be g e n e r a t e d .  SEC r e p o r t i m q  r e q u i r e m e n t s ,  

designed to  c o n t r o l  f r a u d ~ t e n t  o f f e r i n g s  i n  the  s e c u r i t i e s  marke t s ,  

~ g h t  be used as  models f o r  the  r e g u l a t i o n  o f  o t h e r  s a l e s  made in  

i n t e r s t a t e  commerce. Shor t  o f  t h i s ,  o t h e r  "windows a i n t o  

o r g a n i z a t i o n a l  o p e r a t i o n s ,  cou ld  be deve loped  f o r  the  benefit o f  

adm£n~strative agencies and consumers. 

Night banks v i c t im~-ed  by tak ings study v i t h  p r o f i t  the 

surve i l lance techniques o f  o ther  co rpora t ions  having to contend le i th  

de fa lca t ing  eeq)lolrees--or v i ce  versa? Simple t ~ L i n ~  seem no d i f f e r e n t  

from'most c a s e s  o f  employee t h e f t  (Robin,  1967); whe ther  money or  o t h e r  

goods are  i nvo lved ,  the o f f e n d e r  must s e i z e  p e r s o n a l  c o n t r o l ,  then  move 

va luables  o u t s i d e  the o r g a n i z a t i o n .  S i m i l a r  problems o f  d e t e c t i o n  a re  

thus ra ised f o r  banks, government o f f i c e s ,  s e c u r i t i e s  co~Nmies,  and 

other p r i v a t e  firms. This is a lso  t rue in  more complex affairs. The 

few n o t - s o - s ~ p l e  tak ings in  the sentencing p r o j e c t ' s  sample h~gh l igh t  

a fact  that may a l ready be p a i n f u l l y  obvious to many--technology has 

made poss ib le  new forms o f  r e l a t i v e l y  soph i s t i ca ted  cr ime.  Once more, 

regardless of  how such a c t i v i t y  i s  l abe led  by the c r i m i n a l  law, s i m i l a r  

behaviors should be amenable to comparable techniques o f  con t ro l  

(Parker, 1980). 

The sec t ion  on keeping i d e n t i f i e s  a common problem fo r  the f i r s t  

time, too.  Ponds are  f r e q u e n t l y  t r a n s f e r r e d  from one p a r t y  to  ano the r  
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in simple chains;  any l i n k  i n  such netvorks may f a i l  to  p lay  i t s  r o l e  

end no t  pass monies on. An i n fo rma t ion  system procect~_~g eventual  

: e c£p ien t~  frem the.~t by an i n te rmed ia ry  migh t  require-  ac tors  a t  one 

end to  n o t i f y  t h o s e  a t  t he  f i n i s h  t h a t  a c e r t a i n  amount was on i t s  r a y .  

O r g a n i z a t i o n s  whose s a l e s p e r s o n s  a r e  s u s p e c t  c o u l d  have cus tomers  

advise  them d i r e c L l y  o f  f o r v a r d e d  p a ~ e n t s ,  o r  t e l l  consumers  when 

refunds are for thcoming.  The IRS, a l though the occas ional  v i c t i m  o f  

keeping, i n  e f f e c t  does street/Ling l i k e  t h i s  a l r e e d y - - r e t ~ r n s  f i l e d  by 

employees l e t  t he  S e r v i c e  know e x a c t l y  how much t o  e x p e c t  i n  v i t h h e l d  

taxes  from employers .  

Those vho nc~ i n v e s t i q a t e  t he  c o r r u p t i o n  o f  p u b l i c  o f f i c i a l s ,  and 

c t h e r s  r e s p o n s i b l e  f o r  t~,e d i s c o v e r y  and p r o s e c u t i o n  o f  anticm~etltive 

p r a c t i c e s  i n  b u s i n a s s ,  b o t h  c o n f r o n t  t he  same k i n d  o f  problem--how t o  

f e r r e t  ou t  the  c r i m i n a l  b e h a v i o r  i n  q u e s t i o n .  An we have s een ,  u n l e s s  

one o f  the p a r t i e s  to  c o l l u s i o n  squeals, such a c L i v i t y  is very 

d 4 £ f i c u l t  to  de tec t .  Perhaps  one o f  t h e s e  ~ groups o f  l a~  

enforcement o f f i c i a l s  has a l ready  developed a set  o f  unobt rus ive 

measures o f  c o l l u s i v e  behav ior ;  i f  not ,  t h e i r  comblned forces could 

begin that  task.  The work o f  Na l tz  and Po l lack  (1980), a n a l l v z ~  

suspected cooperat ion amonq b idders ,  f o r  example, shovs tha t  

s t a t i s t i c a l  techniques can be used to  i n v e s t i g a t e  and e s t a b l i s h  the 

existence o f  at  l eas t  one p a t t e r n  o f  c o l l u s i o n ,  k~Ltle i t  i s  not c l ea r  

chat such methods r i l l  be app l i cab le  in  o ther  s e t t i n g s ,  they do 

represent a step in  the r i g h t  d i r e c t i o n .  Detect~nq v a r i a t i o n  from the 

expected is  a lso invo lved  vhen co r rup t  government o f f i c i a l s  must be 

found out ;  Rose-&ckerman (1978) has exp lored the se t t i ngs  in  vh ich 
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p o l i t i e t l  acw~apttcm n8~ be a n t i c i p a t e d .  ) ~ r e  t m p o r t s n t j  she  has  a l s o  

~ t e u d e d  t h e  arKunent  t o  e o l l u 3 i y e  p r a e ~ t c e e  i n  t h e  p r i v t t e  s e c t o r .  

C u e s  o f  ~al3~mive t a k J ~  and c o n t r u ~ L ~  b o t h  r e q u i r e  tha~ 

o r ~ m i z a t i m u ~  ~ d a r ~ e m  be  c ~ o s ~ y  ~ e d ~  tha~  c a ~ m ~ c a t £ c m  

l~-t'reen i . s~: tde~ and m=ts~e2 ' s  be  amzLt, o re4 .  Z z ~ i e n c e  ~ l t h  p o l i c e  

c o . r u l e / o n  i n d i c a t e s  t h ~  1N~o~s  o c c u r  u o r e  ~ ~mm s c~o r s  can 

e s t ~ b l / s h  c o a t t m ~ J ~  r e l a t i o n s h i p s .  One s o l ~ l c a  has  t h u s  

sys tesat ic  r o ~ a t l o n - - b y  mov~nK peop le  a romul t  eonnectLons t h a t  a re  

" too"  f r t e ~ L ] ~  m be a e v e r ~ .  A~cJu3~t tee  n i g h t  ~ t e r n a t i v e ~ y  n o t e  

the  ~requency o f  ~.~.er :hm~e b e ~ e e n  e~ploTees sad e x t e r n a l  a c t o r s .  

Does one ~ v i ~  u~oom s m ~  ~ ~ 1 c ~  ~r~ mm~ ~ s n s  has  a 

s l ~  o f ~ c e r  s m ~  t o  ~ s ~ e  ~ o f  r e c t p t m ~ e T  S l n t ~ a r ~ y ,  v ~ m  

inch o f  an o r K a ~ z s t i ~ - ' s  ~ e s s  i s  f m m ~ t  t o  a p a r t t c u ~ a r  

r e c / p i e m t ,  co l~us ian  ~ be su~pec t~ l .  

Al l  t h i s  i s  no t  t o  s u r e s t  t h a t  l e ~ s l  cs t~Sor /es  be o v e r t h r o v n .  

S ~ t e s  a r e  ~requentl~V edop ted  b e e s n s e  t h e  l e s / s l s ~ z e  mm~s t o  invoke  

an e n f ~  sys tem a l r e ~ l y  i n  p l s e e .  Response n e e ~  p e e u l L a r l 7  

a t tuned to  eond~ t lons  ~ t h l n  an Ind~t~t£~, o r  t h e  problems ]r~tsed by a 

l m r ~ i c ~ r  k i nd  o f  t r s n s a ~ t o n ,  a~ r  be needed t o  r o o t  ou t  LLIesa l  

c~adnct e f f e c t l v e l T .  I t  makes sense t o  t a l k  o f  bank e m b e s a l ~  as a 

er tse apar t  f rom o t h e r  ~ i f  a ~ o f  s p e c i a l l y  t r a i n e d  bank 

ezs~[ners i s  a v a i l a b l e .  The p r e s ~ c e  o f  t h e  FBI o r  o t h e r  f e d e r a l  

a~ents ss~r l l k e v i s e  v a r r a n t  c reatLon o f  hey pena l  ca te~o r i es  r e ~ r d l e s s  

of conduct .  S L m ~ s r i t / e ~  in  u n d e r l y i n g  b e h a v e r  a r e  no t  t h e  o n l y  v ~  

of classiL'71z~ t h e  ~ r ~ l  o f  cz~m/na3, a c ~ i v / t ~ ;  thcuKh t h ~  b r i n k  t o  

mind r e l a t i o n n l ~ l ~  t h a t  m18h~ o themr lne  h~ve remained o h m ,  t h e ~  ms~ 

not be t h e  m~rt r e l e w ~ t  c r i t e r i a  f o r  le~la la~Lwe ac tLon .  
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The typo logy  may the re fo re  be post  use fu l  to  o ther  s o c i a l  

scien*. i3te. While l e g a l  c a t e g o r i z a t i o n  serves the l a v ' s  t echn i ca l  

ends, i t  i s  l i k e l y  to  have r e l a t i v e l y  ] ~ t t l e  to  say regard in~ more 

gene ra l  p r o b l e = s  o f  c a u s a t i o n  and c o n t : o l .  Here ,  t he  i d e n t i f i c a t i o n  o f  

s o c i o l o g i c a l l y  homogeneous u n i t s  o f  b e h a v i o r  w i l l  b e l p  t h o s e  s t u d y i n g  a 

v a r i e t y  o f  i s s u e s .  F r a u d u l e n t  s a l e ,  k e e p i n g ,  and  c o a l i t i o n ,  n o t  mo i l  

f raud or  a n t i t r u s t ,  w i l l  l e a d  t o  • more comple te  u n d e r s t a n d i n g  o f  

c r i m i n a l  b e h a v i o r  and t h e  J u d i c i a l  p r o c e s s .  Pe r haps  t h o s e  i n t e r e ~ - t e d  

in  c o r r e c t i o n  wi. l l  f i n d  t h a t  c a t e g o r i e s  o f  of fenc t~r  £ o l l o ~  from a 

meaningful typo logy o f  misdeeds. The ma te r i a l s  presented in  conc lud ing 

e.,ch o f  the three substant ive  chapters suggest t h i s  may be the case; 

ce r t a i n l y ,  kehav ior  should be r e l a t e d  to defendant beckgroun~ and 

mot iva t ion.  Those i n t e r e s t e d  in  sentencinq d i s p a r i t y  migh t  el.5o take 

heed. Do s i m i l a r l y  s i t u a t e d  d e f e n d a n t s  a c t u a l l y  r e c e i v e  l i k e  

sen tences?  I£  " s i m i l a r l y  s i t u a t e d "  r e q u i r e s  t h a t  o f f e n d e r s  have 

comLitted l i k e  cr imes,  a ~ypoloqy that  r e a l l y  i d e n t i f i e s  l i k e  cr~nes i s  

necessary. 

These remarks are meant only to  be i l l u s t r a t i v e .  U l t i m a t e l y ,  

t ypo log ie s  a r e  a means o f  examin~nq and g i v i n g  o r d e r  to  t he  chaos  o f  

experience; w i t h  c l a s s i f i c a t i o n ,  "We res to re  nature to the simple 

condi t ions out o f  which i t s  endless v a r i e t y  was developed" (Jevons, 

1877:674).  UnderstandJdlg i s  i n  p a r t  a m a t t e r  o f  a t t a c h i n g  l a b e l s - - o f  

p igeonho l ing .  #hen we g ive  someth ing  a name, we a r e  deciding where i t  

f i t s ,  a s s o c i a t i n g  t h a t  someth ing ,  now l a b e l e d ,  with o t h e r  phenomena 

t h a t  have been  g i v e n  s i m i l a r  t a q s  in  the  p a s t .  I f  we change 

t ypo loq i e s ,  we a l t e r  more t han  j u s t  a name; we chanqe a s s o c i a t i o n s ,  and 
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wi th  them, the d i r e c t i o n  and q u a l i t y  o f  thought  c o n c e r n i n g  a p a r t i c u l a r  

subject .  So may i t  be w i t h  t h i s  t y p o l o g y ,  as i t  p r o v i d e s  p r a c t i t i o n e r s  

and t h e o r i s t s  w i t h  a new way o f  knov ing  w h i t e - c o l l a r  c r i m e .  

THE ~ I D  REVISITED 

The c r e a t i o n  o f  a new c l a s s i f i c a t o r y  scheme has  been  t h i s  e s s a y ' s  

pr imary concern, bu t  what o f  the i n t r o d u c t o r y  c h a p t e r ' s  suggest ion  Chat 

a s o c i o l o g i c a l l y  r e l e v a n t  a n a l y s i s  o f  d e t a i l e d  c a s e  m a t e r i a l s  m4ght 

i l l u m i n a t e  t h e  n a t u r e  and s i g n i f i c a n c e  o f  w h i t e - c o l l a r  c r ime?  N o t ing  

the term had been  u sed  most  o f t e n  t o  r e f e r  to  v a r i o u s  forms o f  

n o n v i o l e n t  economic i l l e g a l i t y ,  I a sked  whe the r  i t  was v i s e  t o  e i t h e r  

l ab e l  a l l  s u ch  conduc t  w h i t e - c o l l a r ,  o r  g r a c e  some s u b s e t  o f  b e h a v i o r s  

in  t h a t  u n i v e r s e  v i t h  a d r a m a t i c  t i t l e .  

~S to  the f i r s t  ques t i on ,  we con draw no d e f i n i t i v e  conc lus ion .  

The m a t e r i a l s  examined d i d  no t  i n c l u d e  more t r a d i t i o n a l  forms o f  

c r ~ J ~ a l  b e h a v i o r ;  s i n c e  no compar i son  o f  v h i t e - c o l l a r  and o t h e r  c r ime  

vas made, we cannot ~ o v  whether there  i s  eny th iog  d i s t i n c t i v e  about 

the former .  Yet l o o k i n g  w i t h i n  the  r e s t r i c t e d  sample  o f  i l l e g a l  

conduct t h a t  was s tud ied ,  one may say t h a t  c e r t a i n  cases seem more 

specia l  than o the rs ,  t h a t  some i n v o l v e  many ac to rs  i n  f a r - f l u n g  

s e t t i n g s ,  r e s u l t  i n  e x t e n s i v e  g a i n ,  end i l l u m i n a t e  the  s o c i a l  

o r q a n ~ a t i o n  o f  c r i m i n a l  a c t i v i t y ,  k~ i ch  a r e  t h e s e ?  Throughou t ,  I 

have found i t  d i f f i c u l t  to  d i f f e r e n t i a t e  "b ig"  and " l i t t l e , "  or  

" ~ p o r t e n t "  and " u n 4 ~ p o r t a n t ,  " c r imes  a c c o r d i n g  to  the  n a t u r e  o f  t he  

behavior  i n v o l v e d  or  k ind  o f  v i c t i m  c l a i m e d .  But I t h i n k  t he  

d i s t i n c t i o n  can  be made s u c c e s s f u l l y  in  t e rms  of  c r i m i n a l  a c t o r .  Very 
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s ~ p l ¥ ,  " the b igger  cr inLinals are,  the harder v i c t i m s  f a l l . "  Let  me 

expla in  vhat  I mean b F r e f e r r ~  to an anal lrSis o£ t.~e p r e d i c t o r s  o£ 

offense magnitude repor ted  in  o ther  research from the qentenc~Luq 

p ro jec t ,  an i n v e s t i g a t i o n  o£ the more genera l  relet- 'ons;~tp oE 

organ iza t ion  and the nature ,  consequences, and p rocess~g  o f  

v h i t e - c o l l a r  crimes (Wheeler and Rothman, 1982). 

Working v i t h  data o r i g i m a l l y  coded by the sentencinq program, t h i s  

study used o rd ina ry  l e a s t  squares r .eqreseinn to i d ~ y  the. p r e d i c t o r s  

of  offense s i ze ,  the amount, i n  d o l l a r s ,  or" the " take"  i n  eac~ o£ the 

p r o j e c t ' s  cases. This ana lys is  proceeded in  three stages. The f i r s t  

focused on of fense c h a r a c t e r i s t i c s  arguably re levan t  to  meqnitude: 

these inc luded of fense frequency ( the nlnuber o f  t imes a cr ime "aas 

committed), of fense charetion ( t ime from f i r s t  ac t  to  l a s t ) ,  geographic 

spread o f  the of fense and i t s  consequences, the complex i ty  o f  the 

offense ( the number o f  l e ve l s  c r i m i n a l  a c t i v i t y  might be sa id  to  

inc lude) ,  of fense s o p h i s t i c a t i o n  ( s u b j e c t i v e l y  ra ted  by the sentencing 

p r o j e c t ' s  coders) ,  and the defendant 's  use o f  an occupat iona l  ro le  to  

e f fec t  or f a c i l i t a t e  c r i m i n a l  a c t i v i t y .  7s 

On:e va r i ab les  were found tha t  descr ibed the of fense and were aIso 

re levant  to magnitude, a second set  o f  independent va r i ab l es  was 

examined--those desc r i b i ng  o f fender  t r a i t s .  The defendant 's  age, sex, 

race, educat ion,  record o f  prev ious a r r e s t ,  p o s i t i o n  v i t h i n  employing 

organ izat ion (measured whether or  not  such p o s i t i o n  vas used to f u r t h e r  

71 Geographic sp r ead  measured the  e f f e c t  o£ c r i m i n a l  a c t i v i t y  over  
immediate l o c a l i t y ,  r e g i o n ,  s t a t e ,  and n a t i o n .  Complexity r e f l e c t e d  
s o c i a l  o r g a n i z a t i o n ;  i t  asked coders  to  s p e c i f y  the l e v e l  a t  which 
each de fendan t  o p e r a t e d  in  r e l a t i o n  to  o t h e r s .  
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the  c r i m e ) ,  o c c u p a t i o n a l  s t a t u s  ( q u a n t i f i e d  i n  t e rms  o f  Duncan S . E . I .  

scores; Duncan, 1961), and vhat the sentenc~g pro(jram termed the 

~efandant '~- " impeccab i l i t y , "  or general standing in  the connunit~, were 

a l l  used  i n  r e g r e s s i o n  e q u a t i o n s  during t h i s  s t a g e :  7z a " b e s t "  model,  

measur ing  a t t r i b u t e s  o f  bOth o f f e n s e  and o f f e n d e r ,  was t hus  e s t i m a t e d .  

F i n a l l y ,  a dummy v a r i a b l e ,  reflectJJ~g w he t he r  the  c r ime  i n  q u e s t i o n  had  

been conduc ted  t h r ough  o r  v i t h  the  a s s i s t a n c e  o f  a f o r m a l  o r q a n i z a t i o n ,  

was added to  t h i s  a l r e a d y - d e v e l o p e d  e q u a t i o n - - t o  see  whe the r  t h e  f a c t  

of  organizat ion made any di f ference to o f f e n s e  magnitude, once other 

s i g e i f i c a n t l y  related f a c t o r s  had been  taken into a c c o c n t .  

Very b r i e f l y ,  t he  r e s u l t s  o f  t h i s  i n q u i r y  can  be  s ~ m a r i z e d  as  

fo l lows .  Of the  v a r i a b l e s  d e s c r i b i n g  o f f e n s e  c h a r a c t e r i s t i c s ,  

d u r a t i o n ,  g e o g r a p h i c  s p r e a d ,  c o m p l e x i t y ,  and s o p h i s t i c a t i o n  were 

c o n s i s t e n t l y  s i g n i f i c a n t  a t  v e r y  lov  a l p h a  l e v e l s  (p=.O001);  t h e  

f requency o f  i l l e g a l  a c t s ,  and the  d e f e n d a n t ' s  use  o f  an o c c u p a t i o n a l  

role,  were i n s i g n i f i c a n t .  Of the offender t r a i t s ,  age, race, 

education, and p r i o r  record vere found unimportant, but sex did prove a 

s ign i f i can t  p red ic to r  of offense me~mitude. So did impeccabi l i ty ,  

eccupatioBal status,  and pos i t ion  in  f l x m - - i n  that  order.  The 

s i g n i f i c a n c e  o f  sex  i s  pe r haps  misleadinq, c~ven the  sencenc inQ 

p r o j e c t ' s  sample ;  a l a r q e  ntunber of  its vanen  v e r e  r e l a t i v e l y  lowly 

p laced  bank t e l l e r s  c o n v i c t e d  o f  embezz lement .  73 The v a r i a b l e  i s  

~z I m p e c c a b i l i t y  vas  a compos i te  o f  29 background  v a r i a b l e s  g e n e r a l l y  
i n c l u d e d  in  the  p r e s e n t e n c e  r e p o r t s .  These d e s c r i b e d  e a r l y  f a m i l y  
l i f e ,  academic performance, m i l i t a r  7 and employment h is ts r¥ ,  present 
l i v i n g  arranqements, re l i g ious  attendance, group a f f i l i a t i o n s ,  
involvement v i t h  drugs and alcohol,  and comuni ty  reputat ion.  
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therefore an o f f e n s e - s p e c i f i c  measure o f  s t a t u s  as  much as  an JJ~t ica tor  

of  v a l i d  sex  d l £ f e r e n c e s  in  c r i m i n a l  a c t i v i t  7 .  

The r e l a t i n n s h ~  oE the  t h r e e  v a r i a b l e s  mo~e o b v i o u s l y  r e l a t e d  to  

s t a ~ u s - - i n p e c c a b i L t t ¥ ,  occupati~l s t a t u s ,  and p o s i t i o n  i n  f i r e - - i s  

mere i n t e r e s t i n g .  One ' s  cea~any rank vas  a l v a y s  h i q h l y  s i ~ t f i c a n t  

(p=.0001), no m a t t e r  vtLtch o£ the  o t h e r  two v e r e  i n c l u d e d  in  the  ~ ) d e l  

being t e s t e d .  S t a t u s  and ~ n p e c c a b i l i t y  mere s i ~ L £ i c a n t  vhen each van 

t h e  only o££enrler attr~J=ut~ i n  the equat ion ,  i ~ l s i ~ £ i c a n t  vhen 

pos i t i on  in  f i rm  vas a lso  p resent .  And occupat iona l  s ta tus  vas 

s ign i£ i can t ,  ~ p e c c a b i l i t y  i n s i g n i £ i c a n t ,  when j u s t  those ~ vere 

included. 

Thouqh rJle t h r e e  s i q n i ~ i c ~ n t  o f f e n d e r  v a r i a b l e s  thus  d i f f e r e d  in  

r e l a t i v e  s t r e n g t h ,  " b e s t "  e n g e l s  c o n t a i n i n g  each were  used  in  the  l a s t  

phase o f  the  a n a l y s i s ,  vhen the  o r g a n i z a t i o n  v a r i a b l e  vas  i n t r o d u c e d ,  

so t h a t  the  e £ f e c t  o f  o r ~ m i z a t i o n  on maqnitude n~ight be unde r s tood  

c ~ . p l e t e l y .  O r q a n i z a t i o n  was s i g n i £ i c a n t  a t  the  p=.01 l e v e l  vhan added 

to the ve ry  s t r o n g e s t  e q u a t i o n ,  the  ome contaJ~L~ng p o s i t i o n  v i t h  

employer. I t  vas  s i g n i £ i c a n t  a t  the  p=.0001 l e v e l  vhen combined v i t h  

equat ions  i n c l u d ~ l g  o c c u p a t i o n a l  s t a t u s  and ~ p e c c a b i l i t y - - i n d e e d ,  vas  

a mere s i q n i g i c a r ,  t f a c t o r  than  e i t h e r  o f  t h e s e  two o f f e n d e r - r e l a t e d  

r a e s s u r e s  . 

• 3 15.1~ o f  the s a m p l e ' s  d e f e n d a n t s  were women; n e a r l y  h a l f  these  women 
(46.496) ve re  c o n v i c t e d  of  bank embezzlement ,  and only  one o£ those  
he ld  a p o s i t i o n  h i g h e r  than t e l l e r  or  c l e r k .  Nine ty  p e r c e n t  of  a l l  
female d e f e n d a n t s  h e l d  non-management j obs  o f  t h a t  g e n e r a l  rank.  
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a s i m i l a r  a n a l y s i s  was c a r r i e d  ou t  f o r  the  s e n t e n c i n g  c a s e s  t h a t  

vere n o n o r g a n i z a t i o n a l ,  t h a t  i s ,  no t  conducted through or  v i t h  the 

assistance o f  • fo rma l  o r g a n i z a t i o n .  With one excep t i on ,  the stone 

v a r i a b l e s  v e r e  d i s c o v e r e d  s i g n i f i c a n t  p r e d i c t o r s  o f  o f f e n s e  maq~Ltude; 

o f f ense  f r equency ,  4n a d d i t i o n  to  t hose  p r e v i o u s l y  i d e n t i f i e d ,  d e s e rv ed  

i n c l us ion  i n  t he  f i n a l  model.  Too, t he  same r e l a t i v e  s tand ing  o f  

posit_ton w i t h  employer ,  occupa t i ona l  s t a tus ,  and i m p e c c a b i l i t ~  yes 

aqm.i.n found.  

Does our  s tudy o f  w h i t e - c o l l a r  cr4-me shed any l i q h t  on these 

r e s u l t s ?  That a ntunber of  o f f e n s e - r e l a t e d  a t t r i b u t e s  a r e  Sig~Ltficant  

pred i c to rs  o f  magnitude i s  to  be expected.  One can understand vhy 

dura t ion ,  geographic  e x t e n t ,  comp lex i t y ,  and s o p h i s t i c a t i o n  are a l l  

l i nked  to  s i ze  o f  the take .  But vha t  can ve say rega rd ing  the e f f e c t  

of  o r g a n i z a t i o n ?  ~nd vhy do rank v i t h  employer ,  occupa t iomal  s t a t u s ,  

i m p e c c a b i l i t y ,  and sex  prove i m p o r t a n t ,  ~ t . l e  o t h e r  o f f e n d e r  

c h a r a c t e r i s t i c s - - a g e ,  r a c e ,  e d u c a t i o n ,  and a r r e s t  r e c o r d - * d e  not?  I t  

i s  t r u e ,  o f  cou r se ,  Chat formal  o r g a n i z a t i o n s  f u n c t i o n  on a much 

qrander  s c a l e  than mere i n d i v i d u a l s .  This  means, i n t e r  a l i a ,  t h a t  

o r g a n i z a t i o n s  come In to  con tac t  v i t h  more p o t e n t i a l  v i c t i m s ,  t h a t  t h e i r  

ope ra t ions  j u s t i f y  l a r g e r  loan r e q u e s t s  (and p roduc t  o r d e r s ,  and a lmost  

every th inq  e l s e ) ,  t ha t  t h e i r  economic c l o u t  v i ns  the fo rced  coope ra t i on  

of  r i v a l s  more e a s i l y .  Unless one JoIns v i t h  o thers  (and 

i nco rpo ra tes ) ,  i t  i s  ~cposs ib le  to open sa les  o f f i c e s  i n  many ¢L i f ferent  

c i t i e s ,  to ask f o r  funding In the  hundreds o f  thousands  o f  d o l l a r s ,  to  

dec la re  v i t h  a s t r a i q h t  face  chat  one has p r o c e s s e d  l a r g e  numbers o f  

medicaid c l a im s .  Indeed,  the  l a r g e r  the  o r g a n i z a t i o n ,  the  more l i k e l y  
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i t  i s  t h a t  c l a i m s  r e g a r d i n g  a p p a r e n t l y  c o n s i d e r a b l e  a c t i v i t y  r i l l  seem 

~ u s t t f l e d .  

Or i s  i t  t h a t  v i c t i m s  are sauehov less  v a r y  when they  dea l  w i t h  

o r q a n ~ z a t i o n s ?  I s a i d  e a r l i e r  t h a t  o r ~ a n ~ a t ~ o n s  a r e  v iewed  as  

pres l~p t i ,  v e l y  middle c lass  by ocher a c t o r s ;  t o  t he  e x t e n t  an 

o r g a n i z a t i o n  s u c c e s s ~ u l l ¥  p r e s e n t s  i t s e l f  as  s u b s t a n t . i a l ,  t o  t he  d e g r e e  

i t  c r e a t e s  an au ra  o f  l e g i t i m a c y  s u r r o u n d i n g  i t s  a c t i v i t y ,  t h e  p e r s o n s  

and o ther  o rgan i za t l c rm  I t  i n t e r a c t s  w i t h  ~ 1 1  accept i t  as a me~ber 

vhose s ta tement -  ~ay be r - - l i e d  on. The ~vaJ. lable m a t e r i a l s  do no t  

permi t  one to  go much f u r t h e r  than t h i s - - v h e r e  o r g a n i z a t i o n a l  

vroncjdo~g i s  concerned, the ma t te r  seems to  be ~ne o f  bo th  scope and 

t r us t .  ~ 4 

But ve must a l so  cons ider  the siq~Ltf icance o f  the s t a t u s - r e l a t e d  

v a r i a b l e s .  P o s i t i o n  v i t h  employer  yes  an e x t r e m e l y  J ~ p o r t a n t  i n d i c a t o r  

of  o f f e n s e  magn i tude .  Sex, which i n  t h i s  i n s t a n c e ,  s t r o n q l y  r e f l e c t e d  

occupational rank, was significant, too. Impeccability and the more 

d i r e c t  measure o f  o c c u p a t i o n a l  s t a t u s  a l s o  p l a y e d  i n f l u e n t i a l  r o l e s .  

Perhaps the s i q ~ i f i c a n c e  o f  these v a r i a b l e s  v i i i  he lp  us understand the 

s iqn i f i cance  o f  o r g a n i z a t i o n .  As ve moved throuqh the t y p o l o q y ' s  

ca teqor ies ,  r e v i e v i n q  case m a t e r i a l s ,  we f r e q u e n t l y  noted t h a t  persons 

of  I L i ~ e r  s ta tus  o r  p o s i t i o n  c o a n i t t e d  l a r g e r  w h i t e - c o l l a r  cr imes.  Why 

~4 Conkl in  (1977zS6-60) has d iscussed the r o l e  o f  t r u s t  in  business 
cr ime. He ment ions the i~por tance  o f  p r o j e c t i n g  an image o f  
p r o s p e r i t y  in  v i n n i n g  t r u s t ,  bu t  sees t h i s  s t r a t e g y  as be ing  o f  
l ~ n i t e d  a p p l i c a b i l i t y ,  an a l t e r n a t i v e  " a v a i l a b l e  on l y  to  those who 
have a l ready  e s t a b l i s h e d  cons iderab le  economic power" (1977;58) .  
The resu l t s  presented here suggest the c o n t r a r y ;  f a l s e  f r o n t s  are 
a l l  too readily erec ted  by many w h i t e - c o l l a r  cr im~als.  
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mtqht t h i s  be so? The scope o f  a t t e n d a n t  o r q a n ~ a t i n n a l  o p e r a t i o n s  

cannot be a f a c t o r ,  f o r  we have seen  t h a t  r e g r e s s i o n  e q u a t i o n s  f o r  

n o n s r q a n ! z a t i o n a l  o f f e n s e s  produce the same r e s u l t s .  Some i n t e r m e d i a t e  

mechanism l i n k i n g  o f f e n d e r  s t a t u s  and c r i m i n a l  r e s u l t  i s  r equ£red ,  l 

sugges t ,  t h e r e f o r e ,  t h a t  v e i l - p l a c e d  p e r s o n s ,  l i k e  o r q a ~ t z a t i o n s ,  a re  

t r u s t e d  more. More g e n e r a l l y .  I p ropose  Chat maqnitude o f  

v ic t~ ,mizet inn depends d i r e c t l y  on the  s t r e n g t h  o f  the  t r u s t  

r e l a t i o n s l ~ p  between o f f e n d e r  and v i c t i m  which,  i n  t u r n ,  del~.nds 

d i r e c t l y  on the  p e r c e i v e d  s t a t u s  o£ the  d e f e n d a n t .  

This r e l a t i o n s h i p  e x p l a i n s  the s iqzc t f i cance  and ccan~arative power 

of  the s t a t u s - r e l a t e d  o f f e n d e r  v a r i a b l e s ,  rank i n  f i rm ,  o c c u p a t i o n a l  

status, and impeccability, as well as t.be effect of organization on 

of fense  s 4 - e .  In each c a s e ,  v i c t i m s  r e a c t  more s h a r p l y  as the  

pe rce ived  s t a t u s  o f  the  c r i m i n a l  a c t o r  i n c r e a s e s .  We have J u s t  spoken 

of the importance o f  p e r c e i v e d  s t a t u s  i n  the  c o n t e x t  o f  o r g a n i z a t i o n a l  

impropr ie ty ;  o r g a n i z a t i o n s  a re  t r u s t e d  more then  i n d i v i d u a l s ,  and 

apparen t ly  s u b s t a n t i a l  o r q a n i z a t i o n s  are  t r u s t e d  more than ones t h a t  

seem l e s s  s u c c e s s f u l .  The Rio Ranchos o f  the  wor ld  p r o s p e r  because  

they are  b i g  and because  t h e i r  s i z e  and o s t e n s i b l e  s o l i d i t y  win more 

lasting trust. The same basic considerations shou ld  govern when 

i n d i v i d u a l s  are  i nvo lved .  NoL~ng i s  as  c r u c i a l  as how we a re  viewed 

by o t h e r s ;  e s teem,  p r e s t i g e ,  r e s p e c t - - a n d  t r u s t - - a l l  depend on i t .  The 

b iqqer  we a r e ,  the ha rde r  they  f a l l .  Thus, i t  shou ld  no t  s u r p r i s e  t h a t  

the only s i g n i f i c a n t  o f f e n d e r  v a r i a b l e s  were chose r e f l e c t i n g  the  

d e f e n d a n t ' s  p o s i t i o n  w i t h i n  some s o c i a l  sys tem.  And o f  t h e s e ,  the  most 

v i s i b l e ,  p o s i t i o n  w i t h i n  employing f i rm,  was the  one most c l o s e l y  
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r e l a t e d  to  o f f e n s e  magni tude .  7s 

! t  i s  t ~ e r e f o r e  e s p e c i a l l y  i r o n i c  t h a t  d i ~ c u s s i u n  r e g a r d i n g  s o c i a l  

s t a t u s  has a l l  bu t  d i s a p p e a r e d  from the  l i t e r a t u r e  on w h i t e - c o l l a r  

crime. Perhaps  i t  would reek-, sense  to  reemphas ize  s o c i a l  s t a [ u s  i n  our 

examinat ion o£ n o n v i o l e n t  economic c r ime ,  n o t  on ly  f o r  the  s tudy  o f  the  

d i f f e r e n t i a l  e f f e c t s  o f  s t a t u s  on p r o c e s s i n g  and en fo rcemen t ,  bu t  t o  

more f u l l y  a p p r e c i a t e  i t s  e f f e c t s  on c r i m i n a l  o p p o r t u n i t y - - o p p o r t u n i t y  

mdde p o s s i b l e  by the  c r e a t i o n  o f  bonds o f  t r u s t  between v i c t i m  end 

offencM.r. This  need no t  mean a r e t u r n  to  S u t h e r l e n a ' s  o r i g i n a l  

fo rmula t ion ,  or  t he  use  o f  the  ph ra se  " v h i t e - c o l l a r  c r ime"  (o r  one t h a t  

i s  s a r t o r i a l l y  u p - t o - d a t e )  to  d e l i m i t  a unique s e t  o f  i l l e g a l  b e h a v i o r s  

in terms o f  s t a t u s .  G r e a t e r  s e n s i t i v i t y  to  i n t e r a c t i o n  b e t u een  v i c t i m  

and o f f e n d e r ,  the  chang ing  n a t u r e  o f  t h e i r  r e l a t i o n s h i p  over  t ime,  and 

the dependence o f  t h a t  r e l a t i o n s h i p  on the  a c t o r s '  p e r c e p t i o n s  o£ one 

another ,  i s  r e q u i r e d .  

75 I t  has been s u g g e s t e d  t h a t  the  l~nk between s t a t u s  end o f f e n s e  
magnitude i s  to  be e x p l a i n e d  in  terms o f  the  d e f e n d a n t ' s  
c o s t / b e n e f i t  a n a l y s i s  o f  the  r i s k s  o f  i l l e g a l  a c t i v i t y .  Those o f  
high s t a t u s ,  i t  i s  s a i d ,  have much to  l o se  i f  c r i m i n a l  involvement  
b a c k f i r e s ,  and hence w i l l  no t  engage in  wrongdoing u n l e s s  the  take  
p r a i s e s  to  be g r e a t .  One may, o£ cou r se ,  r e s t a t e  the p r o p o s i t i o n  
by r e f e r r ~  to  t r u s t ;  t r u s t e d  i n d i v i d u a l s  w i l l  no t  r i s k  v i o l a t i n g  
the con f idence  p l a c e d  in  them u n l e s s  the  s t a k e s  are  h igh .  In e i t h e r  
case ,  t h e r e  e x i s t s  no f i rm ev idence  t h a t  d e f e n d a n t s  a c t u a l l y  engage 
in  r a t i o n a l  c a l c u l a t i o n  o f  t h i s  k ind.  More impor t an t ,  o f f e n s e  
maqnitude i s  r e l a t e d  to  p e r c e i v e d  s t a t u s ,  end o f f e n d e r s  may not  
expect  manipu la ted  p e r c e p t i o n s  o f  s t a t u s  to  be a t  a l l  l a s t i n g ,  
whether or  nor c r i m i n a l  adven tu re  s u c c e e d s .  They s imply h a v e n ' t  as 
much to  lose  as i t  might seem; t h e i r  a p p a r e n t l y  e x a l t e d  s t a t u s  v i i i  
evapora te  as soon as t h e i r  a c t  i s  over .  
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In  r e c o q n i z i n q  the  s i g n i f i c a n c e  o f  s o c i a l  s t a t u s  we come f u l l  

c i r c l e  to  R o s s ' s  crLm£naloid,  t h a t  f e l l o w  who " t ak es  ca re  to  meet a l l  

the conven t i=na l  t e s t s , "  no t  t a i l i n g  " i n  t h a t  s c rupu lous  c o r r e c t n e s s  o f  

p r i v a t e  and domest ic 1££e which confers  r e s p e c t s b L l i t y "  (1907~62). 

The modern h igh-power  d e a l e r  o f  roe  wears t z n a c u l a t e  l i n e n ,  
c a r r i e s  a s i l k  ha t  and a l i g h t e d  cigar,  sins v i t b  a calm 
countenance and a serene sou l ,  leagues or  months from the 
e v ~  he causes. Upon h i s  g a n t l e ~ a n l y  presence the even tus l  
b lood and tears  do no t  obt rude (1907,10-11) .  

For Ross, i t  was most ~ p o r t s n t  t h a t  the c r ~ n i n a l o i d ' s  l o f t y  s o c i a l  

perch i n s u l a t e d  the  wrongdoer from the  " f l o o d  of  wrath"  no rma l l y  

reserved f o r  those who broke the law;  he t h o u ~ t  t h a t  s o c i e t y  would not  

recognize i ~ h e r e n t l y  e v i l  deeds as deserv inq  o f  punishment when 

c o ~ i t t e d  by persons o f  s ta tus .  Ross noted on ly  in  passing that  

p o s i t i o n  meant opportunity, 

t h a t ,  in  a h i g h l y  a r t i c u l a t e d  s o c i e t y ,  the  g r a v e s t  harms a re  
i n ~ l i c t e d ,  no t  by the  wors t  men, hu t  by those  wi th  v i r t u e s  
enough to  boost  them i n t o  some co ign o f  vant~ga.  The boss 
who s e l l s  out  ~he t o rn  and d e l i v e r s  the poor over  to  f i l t h ,  
d isease,  and the powers t h a t  p rey ,  ores h is  -..hance to  h i s  
engaging good - fe l l ovsh~o  and b ig -hear tedness .  Some o f  the 
most d a z z l i n g  careers  o f  f raud  have behind them long  and 
reassur ing  records o f  p r o b i t y ,  vh i ch  have served to  b a i t  the 
t rap  o f  v i l l a i n y  (1907z30).  

Ross a l so  saw t ha t  n o n v i o l e n t  economic cr ime has consequences 

beyond those a t  once apparent .  The sentenc ing p r o j e c t ' s  s t a t i s t i c s  

measured on l y  the d o l l a r  magnitude o f  the crimes in i t s  sample; costs 

incur red by those beyond the c i r c l e  o f  immediate v i c t i m s  remained 

uncounted--and p robab ly  uncountab le .  But i n  many cases, such costs 

must be s i g n i f i c a n t .  I f  i n t e r p e r s o n a l  t r u s t  ma in t a in s  the complex 

soc i a l  o rde r ,  as the f i r s t  c h a p t e r  argued,  then i t s  v i o l a t i o n  does harm 

to t ha t  regime.  Urban d w e l l e r s  have l e a r n e d  to avoid  c e r t a i n  a r eas  
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a£ te r  sundown because  o t h e r s  t hey  a re  l i k e l y  to  ~ e e t  cannot  be t r u s t e d ,  

].nd the q u a l i t y  o f  c i t y  l J~e  has  d ~ t e r i o r a t e d  a c c o r d i n g l y .  Has an 

equivalen~ l o s s  o f  confJ_dence oc=ur red  i n  o t h e r  sp h e re s ?  I s a i d  much 

e a r l i e r  t h c t  c a c p l a i u t s  r e g a r d i n g  o f f i c i a l  c o r r u p t i o n  and commercial  

fraud were r e l a t i v e l y  t i m e l e s s ,  bu t  pe rhaps  ~J~e e rosxon  o f  t r u s t  i n  
t 

mercan t i l e  i n s t i t u t i o n s  and government has  ~oday become mare c r i t i c a l .  

The muckrakers and Ross wrote  as  the  e f f e c t s  o f  Amer l ca ' s  r a p i d  

economic t l ' a n s f o r m a t l o n  in  t he  l a t e  n i n e t e e n t h  c e n t u r y  v e r e  f i r s t  

no t i c ed ;  s i m i l a r  U ~ u a h t s  have been  r a i s e d  nov and aga in  as  t hose  

e f f e c t s  have become even mare pronounced.  Do h a l f  the  n a t i o n ' s  v o t e r s  

s tay  a t  home on e l e c t i o n  day because  they  t h i n k  p r e z i d a n t i a l  campaigns 

are quacirennial  f r a u d u l e n t  s a l e s ?  Cons tan t  exposure  t o  b u s i n e s s  f r au d ,  

ea~ezzlement among the  mighty,  p r i c e  f i x i n g ,  and the  l i k e  must cause 

r ea l  d i senchan tmen t ,  as  w e l l .  

Consider  the  f o l l o w i n g - - p o s s i b i l i t i e s  r e a l  o r  imagined.  I f  

r e , J e s t s  f o r  a s s i s ~ n = e  n u s t  be d i s b e l i e v e d ,  banks sod o t h e r  l a n d i n q  

i n s t i t u t i o n s ,  as w e l l  as  i n d i v i d u a l s  v i t h  s i g n i f i c a n t  spa re  ca sh ,  may 

be loa the  to  p l a c e  t h e i r  funds in  any but  the  mast  s ecu re  o f  

inves tments ;  t h i s  ~rould c o n t r i b u t e  to  the  i n c r e a s i n g  c e n t r a l J . z a t i o n  o f  

f i n a n c i a l  r e s o u r c e s  i n  a few ve ry  l a rge  o r g a n i z a t i o n s ,  denying  r e a l l y  

innova t ive  b u s i n e s s p e o p l e  and new e n t e r p r i s e s  an impor t an t  source  o f  

roach needed c a p i t a l .  I f  the statements i n  an o f f e r i n g  prospectus are 

to be d iscounted,  companies deserv ing  o f  p u b l i c  support  may no t  have a 

chance to  grow. Consumers who have had to  choose among ove rp r i ced ,  

shoddy q~<ls fo r  too  long may f e e l  i t  n e c e s s a r y  to  look to  the  p ro d u c t s  

of o the r  n a t i o n s  f o r  a " b e s t  buy . "  Cr i e s  about  v e l f a r e  c h e a t i n g ,  or  
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food stamp and med ica id  f r a u d ,  may l e a d  to  the  mere g e n e r a l  r o l l b a c k  of  

government s u p p o r t  s e r v i c e s .  &nd the  ave r age  p e r s o n ,  tea(Ling o f  t he  

e f f e c t s  of  i n d u s t r i a l  c o n c e n t r a t i o n  and nonconq~e t i t ion  on p r o d u c t i v i t y ,  

h e a r i n g  r e p o r t s  o f  f r a u d ,  t h e f t ,  and c o r r u p t i o n ,  ma~ n o t  be blamed i f  

he or she decides t ha t  everyone is  i n  i t  f o r  themselves,  t ha t  va lues  

once r eqa rded  as  bas ic  a r e  outmoded, t h a t  t he  a l t r t L t S t i C  impulse  s imply  

d o e s n ' t  pay.  
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