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GUIDE TO THIS MANUAL

This Manual was developed for the use of those who investigate
white-collar crime and related abuses, and to assist those who supervise
and must interact with investigators in this field. It was not addressed
to any speciaiized audience within these groups, but rather to meet
general interests in white-collar crime investigation which cut across
such specialized lines.

The world of white-collar crime enforcement is a broad one, trans-
cending lines of geography, organizations, and subject matter jurisdiction.
On the federal level there are widespread white-coliar crime investigative
efforts which cut across subject matter lines (as in the U.S. Department
of Justice and its Federal Bureau of Investigation, and the U.S. Postal
Inspection Service), and efforts which are far more specialized, such as
are to be found in the U.S. Securities and Exchange Commission and in
every departient and agency with purchasing, program or revenue responsi-
bilities such as the Department of Defense, the Department of Housing and
Urban Development, and the Internal Revenue Service. The work of each of
these also results in civil, regulatory, or administrative cases, in the
same way as outcomes of investigations by the Federal Trade Commission.

On the state government Tevel investigators are similarly active in
state police agencies, offices of attorneys general, state revenue depart-
ments, state bureaus of investigation, and state regulatory agencies,
enforcing criminal and civil laws dealing with white-collar crime and
related abuses. These agencies deal with such matters as consumer fraud,
investor protection, environmental protection, public corruption, regulatory
violations, government procurement, and organized crime.

On county and municipal levels, police, sheriffs' offices, local
revenue departments, consumer protection offices, local license departments,
prosecutors' offices, departments of weights and measures --- all these
and many more which operate in great numbers of organizational frameworks,
d§a1 with a11 of the variations of white-collar crimes and related
abuses.

Private organizations --~ for public service reasons or in support
of their own economic interests --- more and more are to be found investi-
gating white-collar crime and related abuses in order to protect the
internal integrity of their member operations, to deter white-collar
crime, and as a basis for supporting civil remedies or referring cases to
public agencies which have criminal investigative and prosecutive
Jurisdiction.

It is obvious that each of these types of agencies, organizations,
and governmental units can use its own specialized, detailed manual to
guide its investigators and to assist those who supervise or cooperate



with them. Some may, for example, have special powers such as subpoena
power or the right to inspect the books and records of regulated entities
or Ticensees; most would not. Many such agencies and organizations have
prepared their own manuals which address their own problems in great
detail. This Manual does not purport to fill such specialized needs.
Rather it explores common problems in organizing and operating white-collar
crime investigative units, in investigating white-collar crimes and
related abuses, and in making sure that the products of investigation

are most Tikely to be used appropriately by prosecutors and litigating
attorneys who ultimately determine whether a case will go forward and how
it will be presented. Hopefully the approach adopted in this Manual

will fi11 two key needs: (1) to generally orient new organizations as to
what must be done to successfully set up and operate an organization
which investigates white-collar crime; and (2) to provide an inventory

of strategies, tactics, and techniques both for new organizations and for
already established investigative organizations, which will help them to
enhance the comprehensiveness of their operations --- and to improve
them.

This Manual has been structured to achieve its purpose, as described
above, by being usable in two ways: first, as a narrative description
which can be read in its entirety to develop a total picture of white-
collar crime investigative issues and methods; and second, as a reference
or resource document from which portions can be selectively taken to answer
specific questions or provide guidance as to particular problems. To make
it usable in these two distinct ways, some issues were necessarily discussed
in more than one portion of the Manual, although from different perspectives.

The organization of this Manual goes from the general to the specific.
First it deals with the basic issue of what white-collar crime is, why it
is a proper area for law enforcement efforts, and what its impact is
on individuals, business, and the general community. As part of this
discussion, white-collar crime elements, characteristics, offender motiva-
tions, relationships to other crime areas, and remedies are discussed
at some Tength --- for the light they shed on both the justifications
for and proper methods of responding to these crimes and the abuses re-
lated to them. From there the Manual goes on to discuss the kinds of
organizations and organizational activities which have been found to be
required to effectively deal with white-collar crime, and factors such
as the form of organizational units, interfaces of unit activity within
agencies and externally, personnel selection, and the role of intelligence
in a white-collar crime enforcement effort.

Having thus set the stage for action, the elements of white-collar
crime are then analyzed for the purpose of showing how the investigator
can identify and target the kinds of information and evidence he will need
in order to construct his case. Once this is done it becomes relevant
to go into detail as to how the investigator should proceed to obtain
this information and evidence, for example by searches for documentation,
finding and interviewing victims and witnesses, and interrogation of
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suspects. Also included in this section of the Manual is a discussion of
computers, both as a tool used by the white-collar criminal in committing
his crimes and as an investigative resource for use by the investigator
to unravel and prove a case.

The main part of the Manual concludes with a discussion of evaluation
of white-collar crime efforts, not merely as a basis for judging success
or failure but, more importantly, as an aid to setting goals and priorities,
as a source of information for guiding and steering agency or unit operations,
and as a basis for resource allocation and budget justification.

The Appendices are added for the purpose of providing more specific
forms of expertise and assistance with respect to such matters as training
investigators, readily identifying the sources of information needed in
white-collar crime investigations, following financial trails, and directing
the reader (by use of a selected glossary of white-collar crimes numerically
keyed to an organized bibliography) to sources of further information on
white-collar crime issues, victims, and specific offenses.

From this description of the structure of the Manual it should be
obvious that it is not an encyclopedia designed to answer all questions
or convey all available knowledge in the field, but rather one resource
to assist the reader to master the issues and techniques which are
important to white-collar crime investigation. Individual agencies should
prepare their own manuals, addressing their own subject matter and
Jjurisdictional issues, as additions to or incorporating materials in
this Manual. With increasing attention to white-collar crime in the media
and in the community at large, we should anticipate that this will be only
the first of a series of manuals, training aids, and research products to
support this vital Taw enforcement effort.
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CHAPTER I
INTRODUCTION

A. WHITE-COLLAR CRIME IS CRIME

Law enforcement agencies and the publics they serve often consider
“crime" only in terms of acts of violence, threats of violence, and
overt thefts. These common crimes have immediate and observable impact
on victims. From the point of view of law enforcement agenc1es, such
common crimes compel their priority attention because:

e The offender is easily perceived to be dangerous to the per-
sonal safety Qf members of the community.

® The victims know they have suffered harm.
e The wrongful acts fall into familiar categories of crime.

e The consequences of the wrongful acts, to both victims and
society, are clear.

e The acts to be investigated are relatively simple.

e It is easily confirmed and highly probable that a prosecutable
crime has been committed.

¢ The more serious the harm to the victim, the more ]1ke1y it is
that prosecution will result.

e There is substantial possibility that conviction will be
followed by incarceration or, at the least, direct or close
supervision of the offender.

When white-collar crime is called to the attention of law »=force-
ment agencies the issues are rarely so easily perceived, althouyn the
human and financial costs may be greater than in the case of many common
crimes. It is usual, after all, that a victim will physically recover
from an assault, but the impact of fraud may continue for the lifetime
of the victim; and white-collar crime has a corrosive and corruptive
effect on our society by souring our trust in one another, and in the
business, social, and political institutions and networks which are so
essential to our lives.

The human impact of white-collar crime was movingly descr1bed in
one newspaper account:

Beyond the cash he stole, [the offender's] crime lies in smash-
ing the delicate pattern of an elderly person's 1#fe. . . . A
Tifetime of thrift, of small hard-won advances and setbacks
painfully overcome left [the victim] with a tiny niche in the
world. Now she finds herself computing on the backs of envelopes



the money she has left against the years she might Tive. "I'm
using up my savings and I'm worried about running out of money,"
she said. "How many years will I have something to take care of

me?"1

Its contemporary significance as real crime was forcefully stated by a
leading jurist, who said:

In our complex society the accountant's certificate and the
Tawyer's opinion can be instruments for 1nf1icting pecuniary
loss more potent than the chisel or crowbar . . .

It is nevertheless the fact that law enforcement authorities are
often reluctant to undertake investigations and prosecutions. This
reluctance stems from instinctive understanding, on the part of law
enforcement professionals, that:

The wrongful acts do not always fall into familiar categories
of crime.

There are usually available alternative or civil remedies.

It is difficult to decide whether the alleged wrongful acts
constitute a crime without further, and frequentiy extensive,
investigation.

Victim cooperation may sometimes be less than wholehearted.

The alleged offender can be "allowed to walk the streets"
since he inflicts no physical injuries on his victims.

The alleged offender will also often be involved in legitimate
activity and doesn't regard himself as a criminal.

Investigation may be relatively complex and time-consuming, as
compared to investigation of common crimes.

The more serious the harm to victims, the more complex and
difficult the investigation is likely to be. °

Investigators anticipate difficulty in persuading prosecutors
that charges should be filed.

There is common perception that those convicted of white-
collar crimes receive lenient or only nominal punishment.

]Saar, "Crime in the Suites Held Epidemic," Washington Post,

April 13,

2

1975, at p. A-1.

United States v. Benjamin, 328 F. 2d 854 (1964).




Because these problems are real, they should be openly recognized
and dealt with. Any traditional law enforcement agency which is in-
volved in criminal enforcement and does not face up to these problems is
bound to fail--or at the least may be condemned to only half-hearted
success. Facing up to these problems means, in the first instance, that
a law enforcement agency recognize that its duty is enforcement against
criminal activity in the fullest sense of the term. White-collar
criminals are thieves: they steal money, they steal opportunity, they
pollute our society. They are not just legitimate businessmen who have
‘crossed into”" a gray area of "sharp" business practice. Indeed they
may be criminal businessmen, organized syndicate criminals, or fences,
who are pursuing their primary criminal activities in gray areas between
legitimete and i1legal business. The impacts of their activities
directly affect:

e Individual and business victims who are directly swindled.
® The public-at-large who are indirectly taxed through higher
prices on goods purchased.

¢ Honest businessmen who are unable to compete with white-collar
criminals.

¢ local, state, and national governments who are defrauded.

e The disadvantaged, programs for whom are looted and often
discredited.

In recent years there has been heightened consciousness of the
importance of white-collar crime and the threats it presents at every
level of our society. At every Tevel of government and in every arena
of our society--political, law enforcement, the academic world--white-
collar crime is discussed. There is talk not only about the harm it
does, but also about the fact that the criminal justice system unfairly
singles out poor street offenders as objects of enforcement while
ignoring or Tleniently treating the upper-class, white-collar criminal.

This increased level of attention has been accompanied by some
increases in resources available to combat white-collar crime and
related abuses--though these increases in the level of resources have
not been proportionate to the rising clamor for enforcement. Through
direct grants from the Law Enforcement Assistance Administration and
block grants in the states, through municipally funded consumer protec-
tion offices and state attorneys' general offices, through local dis-
trict attorney's offices and police departments, and through public
interest groups and business trade associations--new efforts have been
and are being launched against white-collar crime. Of central impor-
tance to the success of law enforcement efforts to combat white-collar
crime and related abyses is the development of a body of expertise on
the sybject--not only at prosecutive levels, but down the 1ine where
crimes are detected, where victims are seen, where cases are investi-
gated. The prosecutors and the Titigatoys and the juries and the judges
have their essential roles, but their pesfsrmance depends upon and will
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largely reflect the persistence and the skill with which investigators
find and develop cases to help victims and punish offenders.

B. DEFINITION OF WHITE-COLLAR CRIME

White-collar crime is stealing--but not so plain and not so simple.
It is clever theft, like that committed by a pickpocket, but is far more
clever--because it operates in a manner which throws a smokescreen over
the crime, either to hide the fact that there has been a crime at all,
or to delay its discovery, or to insulate the receiver of the loot. And
because the stealing is artful, proving criminal intent is usually made
difficult by greater confusions than where a common thief is appre-
hended. The tools of crime are paper, pens, printing presses, adver-
tising, glib talk, and even exploitation of government programs intended
to protect the public from deception.3

Confusion as to the criminal nature of white-collar crime is also
the result of a variety of remedies which flow from confusion as to
intent. If a pickpocket is apprehended--though he too operates through
deception--there is just one legal remedy, which is criminal prosecu-
tion. He 1is or is not prosecuted. However, where white-collar crime is
involved, there are large numbers of alternate remedies--mediation,
civil 1itigation, regulatory or administration action. This confusion
makes it all the more important that investigative agencies and their
personnel have a clear working definition of white-collar crime, and a
basis for considering white-collar criminal acts in relationship to
available remedies--so that these acts may be dealt with by maximum use
of all available remedies and so that nothing inadvertently "falls
between the cracks."

One useful and widely accepted definition of white—coT]ar crime is:

. an 1llegal act or series of illegal acts committed by
nonphysical means and by concealment or guile, to obtain
money or property, to avoid the payment or loss of money
or property, or to obtain business or personal advantage.

The term <l%legal acts should be considered to include misrepre-
sentations by omission or otherwise, which deprives a victim or govern-
ment agency of information necessary to protect himself, herself, or
itself.

3See section, "Reliance by Offender on Ignorance or Carelessness of

the Victim," at p. 23.

4Herbert Edelhertz, The Nature, Impact. and Prosecution of White-
Collar Crime, U.S. Department of Justice, L.E.A.A. (U.S. Government
Printing Office, 1970), p. 3. This definition was described as a "good
working definition” in the Attorney General's First Annual Report on
Federal Law Enforcement and Criminal Justice System Assistance Activi-
ties (Washington, D.C.: U.S. Government Pyinting Office, 1972), p. 161.




This definition has achieved substantial acceptance, primarily
because it defines "white-collar crime" in terms:of the nature and
character of the wrongful activity gnvolved rather than the social or
economic character of the offender.® It is quite different from the
definition offered by Professor Edwin H. Sutherland, who is largely
responsible for coining the term "white-collar crime," and who said that
", . . white-collar crime may be defined approximately as a crime
committed by a person of respectability and high social status in the
course of his occupation,” and also that these crimes are violations of
law by persons in the “"upper socioeconomic class."6

Whatever the theoretical value of the Sutherland definition may be,
it is an unreal basis for practical law enforcement. If it were to be
accepted literally, embezzlement by a bank president would be "white-
collar crime," but embezzlement by a Tow-paid bank clerk would not be;
or an organized-crime figure running a bankruptcy scam could not be
labeled as committing a white-collar crime because he did not have
"respectability and high social status."

"White-collar crime" is not a very good descriptive term because it
is confined, in the minds of many, to business or upper-class crime.
Those involved in law enforcement should focus on the nature and charac-
ter of the activity of those being investigated rather than on the
character, occupation, education level, or social status of the suspect.

Those involved in criminal activity may pursue the same or related
il17licit goals by a combination of white-collar and non-white-collar
crime. If the subject of an investigation is a corporate executive who
takes a bribe to give a contract to a supplier and physically assaults
or threatens violence against a fellow worker who might expose him there
are several separate crimes stemming from the same activity, both white-
collar and common crimes. Likewise, if ar organized crime figure uses
force and the fear of force to compei an otherwise legitimate business-
man to participate in a bankruptcy fraud, there will be white-collar and
common crime violations. In such instances, the investigator has
several approaches--and can take one or all of them.

The important point to keep in mind is that some wrongful activity,
or some aspects of a wrongful pattern of activity are committed by the
use of quile and deception, and that there are statutes, methods of
analysis, and techniques of investigation which will be particularly
appropriate and effective in dealing with them. Familiarity with these
statutes, remedies, and techniques should therefore be part of the

5See Walter C. Reckless, The Crime Problem, 4th ed. (New York:
Appleton-Century-Crofts, 1973), pp. 315-333); Martin R. Haskell and
Lewis Yablonsky, Criminology: Crime and Criminality (Rand McNally:
Chicago, 1974), pp. 13-14, 150; Charles E. 0'Hara, Fundamentals of
Criminal Investigation, 4th ed. (Springfield, I11.: Charles C. Thomas,
1976), pp. 902-906).

6Edwin H. Sutherland, White-Collar Crime (New York: Dryden Press,
1949), p. 9.




arsenal of alil law enforcement agencies and their personnel. White-

collar crime is crime and not just some specially designated activity
which is classified as crime because some legislators want to punish

activity they don't like.

It is important that personnel in law enforcement agencies recog-
nize (whether they are employed in public or private agencies) that
white-collar crime activity cannot be narrowly considered only in light
of its potential for criminal prosecution. This is why, in this manual
and elsewhere, we refer to "white-collar crime and related abuses." The
very same activity may well be treated as a criminal violation, or as
the basis for a civil claim, or as the basis for some civil or regqu-
latory action.’ For example, in a matter involving government procure-
ment where there is doubt whether it can be proved beyond a reasonable
doubt that there has been a false claim, there might still be enough
proof for a civil fraud case or for administrative disqualification of
the contractor. For another example, it should be noted that a viola-
tion of exactly the same section of the Federal Securities Act of 1933,
dealing with fraud in the sale of securities, can be the basis for a
criminal prosecution, or an injunctive action by the S.E.C., or a pri-
vate civil action, or all three.

With this background, and keeping in mind that the above definition
applies both to criminal violations and related abuses, in considering a
case for investigation we should examine particular aspects of the
definition for their implications in determining (i) whether there is a
white-collar crime situation, and (i1) whether a case properly falls
within the jurisdiction of the white-collar crime unit. This latter
point, that of jurisdiction, is important not in the bureaucratic sense
of who has the power and responsibility to deal with a case. More
important, analysis of a case along the lines of this definition can
help to determine whether the white-collar crime aspect of a particular
suspicious activity is sufficiently present or dominant to make the case
most workable by a unit trained, equipped, and oriented to deal with
white-collar crime matters or by application of the techniques and
approaches referred to in this manual.

The particular aspects of the above definition which are most
useful are that a white-collar crime is:

e Committed by non-physical means,
o Using guile and deception.

In white-collar crime the victim will not know that he or it is
being taken. In executing the plan the offender will not simply take
something, even surreptitiously 1ike the pickpocket or shoplifter.
There will be some plan to procure victim cooperation in the taking.

White-collar crimes are not committed by force or threats. Extor-
tion, therefore, is not white-collar crime, since it involves the threat

7Edelhertz, op. cit., Note 4, pp. 21-22.



of force or some other harmful action. The weapon in white-collar crime
is, as has been pointed out above, the fountain pen, the advertisement,
the g1ib sales pitch, etc. It should be recognized, however, that there
may be white-collar crimes committed in conjunction with other crimes,
where the sjtuation will have to be more closely analyzed, e.g., where a
Joan shark pressures his yictim {(not a white-collar cr1me) to embezzle
from his employer (a white-collar crime).

e To obtain money or property or to obtain business or personal
advantage.

The objectives of the white-collar crime operator often go well
beyond simply obtaining money or property from a victim--though this is
all that will be involved in most frauds or con games. In many in-
stances the objective will be to avoid paying something (such as taxes),
or to avoid loss of property (as in the case of a bankrupt who hides
assets from his creditors). Sometimes it will be to get an edge on a
competitor (as in the case of a supplier who bribes a purchasing officer
so that he gets the business instead of a competitor), or even to accuii-
plish some Tegitimate objective by wrongful means (as in the case with
some debt collection agencies who pretend that they are official Taw
enforcement agencies enforcing collection procedures).

This, or any other definition of white-coliar crime must, there-
fore, be broadly defined to cover a range of criminal activities, and
also related abuses which may not be attractive for criminal prosecution
but which nevertheless compels some civil, regulatory, or administrative
response. Working with and understanding such a definition will assist
the investigator in determining whether a case warrants further action,

and in deciding who can most appropriately take responswb111ty for such
action.

C. REASONS TO COMBAT WHITE-COLLAR CRIME

Law enforcement agencies and private law enforcement groups should
be concegned about and should combat white-collar crime for these
reasons:

e These crimes and related abuses are within the SUbJECt matter
Jurisdiction of public agencies.

¢ Individual victims are being abused and must have remedies.

e The integrity of our society and its institutions must be
protected.

8These are reasons, in general, for combatting white-collar crime,
but specific kinds of agencies, such as police or trade associations,
will have additional and more specific reasons for focusing on particu-
Tar white~collar crimes or related abuses, or for providing particular
kinds of remedies.



o White~collar crimes are often related to other criminal opera-
tions, such as organized c¢crime, fencing, public corruption,
etc.9 Such unlawful operations may be particularly vulnerable
to white~collar crime investigation and prosecution.

It is important to focus on these reasons for enforcement against
white~collar crime because there are so many reasons advanced by law
enfercement agencies and personnel for avoiding responsibility for
dealing with white-collar crime problems.

D. REASONS ADVANCED TO AVOID DEALING
WITH WHITE-COLLAR CRIME

There are very real problems which any public or private agency
must face in Taunching or maintaining investigative or other law en-
forcement efforts directed against white-collar crime. It would hardly
benefit any agency, or its citizen constituency, to gloss over these
difficulties or to pretend that they do not exist. These difficulties,
such as the costs in resources of money and manpower, competing demands
for such resources, difficulties in "selling" a case to a prosecutor,
alleged leniency of the courts in sentencing white-collar offenders--all
these cannot be argued away and can only be answered by developing a
sense of understanding of the importance of this law enforcement mission
and by considering the range of options which might be made available to
cope with these difficulties.

Other arguments against law enforcement involvement in the white-
collar crime field are less grounded in reality, and appear to be
rationalizations for inaction rather than reasons for non-involvement.
These should be given short shrift when advanced. They fall into two
general groupings, those related to subject matter jurisdiction and to
victim character or characteristics. It is to these we now turn.

1. Rationalizations Related to Subject Matter

Rationalizations against taking action in the white~collar crime
area that are related to subject matter usually stem from a lack of
clear perception of agency mission. These are most commonly advanced by
criminal law enforcement agencies which almost invariably turn away
white-collar crime cases with such excuses as (i) they are more properly
private disputes, appropriate only for private civil litigation, (ji) they
are disputes for which other remedies appear to be available, such as
consumer mediation agencies, Better Business Bureaus, etc., or (iii) "we
have no jurisdiction."

Law enforcement agencies, whether their principal focus is on
criminal or non-criminal enforcement, should recognize that any wrongful

9See the section, "Relationship between White-Collar Cr1me and
Other Law Enforcement Areas," at pp. 18-21.



activity, such as merchandising frauds for example, will have both
criminal and non-criminal enforcement implications. It will often be
the case that a complaint is more appropriate for mediation or civil
action than for criminal investigation and prosecution, and should be
referred elsewhere--but each such complaint or referral should be care-
fully scrutinized to determine whether it should not be handled by the
agericy which first received it, or whether referral elsewhere will truly
be the most appropriate way to help the victim and to enforce the law.

Subject matter rationalizations are particularly troublesome in two
situations: (i) where personnel making such rationalizations lack
knowledge of the broad range of other services in their communities and
simply take the easy way out by saying, "it's a private matter," etc.,
which Teaves complainants with no remedies; and (ii1) in communities
where there are not a number of specialized agencies to which victims
can be referred, such as consumer protection agencies, ombudsmen, etc.
Pass1nq the buck where there is some basis for action is bad enough; it
is even worse where the victims are left with nowhere to turn.

2. Rationalizations Related to Victim Character

The easiest "out" of white-collar crime enforcement is to regard
the victim as the party at fault, because he was gullibie and should
have known better, or because his own greed involved him in his pre-
dicament, or because all the victim is interested in is getting his
money back--which presumably means he will not maintain a cooperative
attitude during investigation or prosecution.

Every investigator working in the field of white-collar crime has
seen victims who are gullible, or greedy, or who have no staying power.
But this is true of victims in any criminal justice area--and is rarely
advanced in other areas as a rationalization for not meeting law en-
forcement responsibilities. Fraud and other white-collar crime oper-
ators should not have a license to steal from those who are less alert,
or wary, or even greedy.

Terms such as "gqullible," "greedy," etc. are also relative terms.
Fraud artists are specialists in the business of deceit, who have
developed great skill in exploiting the trust and the needs of others.
Many victims are old, i11, and otherwise disadvantaged. They run the
entire gamut from the proverbial man who "buys the Brooklyn Bridge," to
sophisticated investors who are taken, notwithstanding highly profes-
sional and well-meant advice from their attorneys, accountants, and
independent investment advisors. When asked, white-collar crime in-
vestigators can even point to people in their own organizations, and
members of their families who were victims of frauds--particularly in
merchandising fields. It is not "greed" when a retired person on a
limited income seeks to get a bargain price for a home repair, or to
supplement his or her income by taking money from a bank where it earns
5% interest and putting it in "guaranteed" mortgage participations at
9%. And there is no reason to believe that a fraud victim is any more
interested in getting his or her money back than is the victim of a
holdup--though the amounts are 1likely to be considerably larger and more
significant to the fraud victim.
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In a market place where we rely on the expertise of others, such as
television and auto repairmen, and where we buy merchandise in closed
packages, one does not have to be stupid to be swindled. The old rule
of caveat emptor (let the buyer beware) lost its justification when the
makers of goods started packaging their products and erecting barriers
of distributors and retailers hetween themselves and ultimate buyers.
And the fraud operator will frequently pick on those least Tikely to
have anyone to turn to for advice, as targets for exploitation. The
plain and simple fact is that white-~collar crime operators cast broad
nets which catch victims who have a variety of motives and capabilities--
and who deserve protection.

When the "victim" is a large institution, public or private, there
is often a desire to seek an "out," on the rationalization that the
institution's procedures are sloppy, that it opened itself wide to
fraud, that it has attorneys to pursue the matter civilly, that the
institution can afford it, etc. This rationalization is often easy to
adopt because many such institutions are less than fully cooperative,
and will often work to cover up the fact that they have been defrauded
in order to preserve their reputations, or to guard against political
consequences (if public institutions) or against 1itigation (i.e.,
against officers or directors of corporations who might be held Tiable
for negligence).

There is often very legitimate agency concern about being used as
collection agencies, e.g., by credit card companies, or distaste at
being callad in after the victim has used the_threat of such referral to
intimidate the thief into making restitution.10 Such considerations
are, of course, valid issues to be considered in deciding whether to
proceed with an investigation or prosecution--but law enforcement agen-
cies should not use them as an "out" to avoid responsibility.

E. IMPACT OF WHITE-COLLAR CRIME

Agencies involved in or contemplating enforcement activity against
white-collar crime must have a comprehensive and clear view of the
impact and cost of white-collar crime for four basic reasons: (i) to
develop agency objectives by identification of the range and Tevel of
activities to be combatted, (ii) to infuse their personnel with a sense
of the worthwhileness of the mission, in both human and simple dollars
and cents terms, (iii) to provide a basis for evaluating performance in
terms of service to victims and potential victims, and (iv) to provide a
basis for budget justification for agencies and sub-agency units engaged
in combatting white-collar crime.

The costs of white-collar crime investigation and follow-up litiga-
tion or prosecution are substantial, both in absolute dollar terms and
in terms of the demands placed on law enforcement agencies which are

]DThis would be a violation of law in most jurisdictions, "com-
pounding a felony," but is often very difficult to prove.
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already harassed by many other demands for manpower and resources. The
essential question is, however, whether these costs are worthwhile and
should be borne, and whether particular law enforcement agencies should
assume the burdens as well as the opportunity to grapple with the chal-
lenges of this significant law enforcement activity. There must be a
balancing of the costs of combatting white-collar crime against its cost
to the community.

The costs or impacts of white-collar crime can be considered either
in terms of dollars or in terms of the effects of such crime on indi-
vidual victims, communities, and government. Obviously these costs
cannot be precisely measured--in fact, the best we can do is to describe
the kinds of costs and make some very rough guesses about their magnitude.

Dollar costs aie obviously staggering. In 1974 the Chamber of
Commerce of the United States, after surveying various sources, came up
with a figure of approximately $41 billjon annually, not taking into
account the cost_to the public of price-fixing illegalities and indus-
trial espionage.!l Quite clearly figures of this magnitude dwarf into
insignificance the total dollar costs of common crimes. While it would
be irresponsible to argue that an armed robbery in a grocery store
should be compared with a merchandising fraud, for example, in strictly
doilar terms--personal trauma cannot be measured in dollars, either for
victims of armed robbery or consumer fraud--it is certainly relevant
to consider such comparisons as justifications for raising the level of
response to white-collar crimes while maintaining or even increasing
attention to common crimes. More important, the dollar costs of white-
collar crime are reflective of a whole range of special costs to victims-
human and societal costs.

These human and societal costs (only sometimes measurable in
dollars) should be considered both with respect to categories of victims
and the ways in which these victims are affected. While there are many
overlaps in these categories, they can be generally divided into (1) In-
dividual Victims, (2) Business Victims, (3) Communities as Victims, and
(4) Governments as Victims. These are discussed in very general terms
below.12 The Tist of impacts Qr consequences is meant to be illustra-
tive only, and not exhaustive.

11Wh1te-Co1]ar Crime: Everyone's Problem, Everyone's Loss, pub-
lication of the Chamber of Commerce of the United States (1974), pp. 4-6.

]2V1ctim groups can constitute an important part of a white-collar
crime enforcement effort around which a unit can be organized, goals
set, and the effort evaluated. See Chapter VI, Evaluation of a White-
Collar Crime Effort, at pp. 214-225.

]3For a more detailed 1ist of white-collar crimes, see the later
discussion at pp. 27-30.
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1. Individual Victims

Individuals are being victimized by white-collar crime in ways
which directly deprive them with respect to their (i) human needs, i.e.,
those things necessary to their existence, (ii) aspirations, i.e., their
seeking for improvement in the quality of their lives, and (iii) prop-
erty, i.e., their money or other assets.

(a) Human Needs. Consumer frauds undercut the ability of indi-
viduals to use theijr assets to meet basic needs in the areas of food,
shelter, transportation, and empioyment. Most people have little
economic Teeway to make duplicate purchases to meet such needs. The
elderly, minorities, and the poor are particularly affected--every loss
means additional deprivation for them.

With respect to food, for example, poor people victimized by being
cheated on weights and measures or food quality frauds will 11tera11y
have less food for the table, not to mention erosion of trust in the
"system." With respect to she]ter, a home improvement fraud may not
only deprive the victim of dollars, but may also cause the victim to
lose a home because of maintenance costs; "block-busting" by unscrupu-
lous real estate speculators will simultaneously deprive victims of
their homes and incite racial fears and antagonisms; landlord and tenant
yiolations cheat tenants out of heat, services, and rental deposits.

The auto repair fraud may deprive a victim of his car, possibly making
employment difficult because of Tlack of transportation. The looting of
an insurance company by corporate officers may expose a policy holder to
claims, without any protection, wiping him out--and at the same time
leaving a disabled claimant with no way to obtain full compensation for
his injury.

Beyond elemental needs, there are needs which affect the quality of
Tife. The poor, for example, have few entertainment outlets other than
television, which can be affected by TV repair frauds. Consumer frauds
in the sale of toys can affect both the safety of children and provide
them with unwholesome messages about the trustworthiness of society at a
very early and impressionable age.

Anti-trust or pr1ce—f1x1ng violations raise the prices of goods,
commod1t1es, and services (including medical services and funeral ser-
vices which often impoverish the poor) to every sector of the population.

One white-collar crime can expose the victim to additional and con-
tinued yictimization. Thus the victim, burdened by debts as a result of
merchandising or other schemes, is an easier prey for the operator of a
debt consolidation scheme or the con artist who promises a financial
solution through a phony work-at-home scheme.

(b) Human Aspirations. We all aspire to improve ourselves, with
respect to our occupations, our appearance, our relationship to others,
and our hopes for our children. These aspirations make us all targets
for the white-collar thief--who not only takes money, but makes the
victim something less than he or she was before.
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Victim hopes for improvement in employment are dashed and frustrated
by phony trade and occupational schools, correspondence courses, talent
schools and agencies. The lonely, and particulariy the elderly, are
cheated in lonely hearts club frauds and perpetual dance courses which
have been known to financially destroy even relatively well-off aged
persons. Misrepresented medical and health nostrums promise much,
deliver nothing, but often deceive victims beyond 