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As you know, and we have been prwlleged to discuss these hearings

and their objectives with both of you, together with the Attorney Gen-

eral, the FBI Dircctor;%nd others, we view these long-range over-

Slf’ht hearings on “white-collar crime” as following logically from :

- major hearings of the past on the’ concentratmn of economic power,
orwanlzedcrlme, and’ahtitrust law, @ of

K :
Of course, the key questions are “tht 1s the mature of the white-
~eollar crime problem,” “what-are our-resources to deal with it,” and

“how are we going: to greatly. improve our -approach to this pxoblem

by tie end of this decade?” L 'think it is also important for this com-

miftes to tr y to ascertaitl the relationship that white-collar crime

- has with other crime problems in'our society—such as street crime

_ and organized.- crlmer—and the economic consequences that attend this
; -phenomenon, .

Ttcseems to me. there i is ohe other notlon that should: inform thése '
proceedings that was stated by Profegsor. Geis.quite suceinctly at our:

first hearmg He said in closmg out bis remarks last: mowth that he.
has tried over and over again to make the point: that the test of our
Nation’s commitment to a climate of integrity is-what we will:do about

the harm that is done to our.people and our community by lies; fraud,:

deception, and the concealment of truth, in the prlvate and also the

» publicsector. I think that pretty well summarizesit, * -
_The Federal Government, of couzse, has a.. number of potentml
crnmnal laww:enforcement ’mechamsms -available for the prevention,

detecmon, investigation, prosecntion, and regulation of white:collar-
crime. T thinl none is more important than the d;msmn headed by thé:

Deputy Attorney General. -
- The Chair notes that it has a request to cover tlns hearmg by radio
broa&cast, photo«rraphy, and other similar methods; and in accordance

witl. committee rule perm1ssmn Wl]l be crmnted unless there 1s“(

objection.

We will mtroduce into the record the . prepared statement of the:

Deputy Attorney General, which will be Incorporated in the record
in full at this point. That frees. you to make your most salient points.

[ The prepared statement of Deputy Attorney Geneml CwﬂettL,

follows i1

STATEMEN'.D or BENJAMIN R, Orvnmnf{ DEL’UTY ATTORNEY GDNEB.AL

i

Thanh you for the opportumty of appeaﬁfing today to digcuss with the Sub-'

eommittee the problem of white-collar illegality, At the outset of my: remarlks,
I waut to emphasize that the Department - of Justice shares your concern with

the problem of iwhite-collar illegality and pledges its suppo;.t in the. months'
ahead in the Subcommittee's study of this difficult SUb;ect We Jjoin in fhe hape'" -
expressed by the Chairman in hil} opening staterment that whait will emerge from

these proceed.mgg will ‘be conerete ideas for.legislative and’ executive-reforing

o “wiifclh will enhance’ society’s understanding of. White collar illegality and- ourg

B.blllty’ to deal effectively with sieh illicit behavior,

-~ Definttion.—Although: ay 4 legal concep{: whxte-collar inegahty ligs 1o sige oo
nificance and is not to-be found anywhere in ‘our legal: codes or; sbatutes, ag.a - -
gocinl’ abstraction. 1% hds :great importance. -Oritical .issues. concermng publie?
morality. and society’s commxtment: to 8 system of. equal justice are rdised as a.

" résult of these offenses ‘and our Tesponse to them, Tt is therefore wtal tﬁat We

havethe moral courage'to:e examme ‘and gddress these issues.’
In 1976 the Justice Department adopted a, working deﬁmtion of whlte-collar
illegality which focused on.the main elements of those offenses, Under that.

ﬂeﬁmtlon, white-collar crime includes: those classes of non-violent 111ega1 activ-
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ities wiiich princxpally ‘involve traditional notlons of deceit; deception, cOncenr-
‘ment, manipulation, breach of trugt, subterfuge or illegal- circumveution‘
Noteworthy of the fact that the deﬁninrm Jds net limited to eriminal offenses
* but is . 1ntent10na11y- designsd to énconipass regulatory offendes which dp not
necessarily rise to-the level:of criminality. Although the Départment’s prinsipal
concern 1s with' ériminal offenses, it would be shortsighted to exclude from our

concosideration the ¢loge association and frequent overlap betwéen violations -

of regulatory mechanisms and criminal statutes. Moreover; in viewing iwhite-
collar enforcement alternatives, we must retain theé flexibility to consider; where

" appropriate, regulatory sanctions ds & possible meang of cortrol,

Our «definition markedly departs from the traditional view-held by* many

.~ Sociologists whohave in the past stressed the social characterigtios of the offend-

er or.the relationship between offenderd and thieir océupations, That traditional

£

. academic approach does not accurately reflect the types of oﬁ{enses and offénders
encountered by :the-criminal justice system. Our experience hassdemonstrated

that. white-collar “offenses ‘are Tegularly committéed by members of all social
classes and. are not the exclusive domain of the rich and powerful. Further, such
offenses need not arise in the context of one's oceupation, although admittedly
they. .often do. The -traditional approach was further rejected becauge it im-

plicitly raises ‘the spector of 1arge enforcement agencies targeting whole seg>

ments -of, society for special- enforcement emphasis—the innocent along with
the guilty-—a notion which is repuguunt to our sense of faut play and equal pro-
tection under thelaw L

The reference :in our deﬁmtmn ’co the non-vmlent nature oﬂ Whlte collar of~

'fenses is intended to. refer only to the method of commission of such offenses

 and, not their actual impact on the community, ‘Although the violeénce assoclated
" yvith street crimes.is highly visible and immedinte, white-collar offenses may in-

flict; far.more violence on. their vietims auad the community at large. Consider for
example the mining company official who: bribes a federal inspector to ignore
hazardous: condition, thereby exposing countless miners to possible death and in-

Jury; Or:the government contractor who knowingly supplies defective airplane

pazxts to the Air Force, thereby exposing our pilots to unnecessary risks. Or the -

dactor. who prescribes a papoply ¢f risky and unnecessary medical tests for his

. Medicaid patients in order to inflate his claims.to HIOW. From thig. peispecfive,

'whlte-collar illegality. cannot, he equated directly to nonvicient behavior;. the

potential vmlence assoczated yith -such’ oﬁi’enses is merely postponed and legs
visible. .

For pulposes of targetmg our efforts to deter, detect, mvestigate and prosecute,
o definition has provei useful and. was adopted, Wlth minor changes, by the
Teonomie Crime. Committee of the American Bar Asgociation, We will concede,

“however, that it is open.to challenge for ’being ‘overly bréad. For example, includs .
* ed.in itg literal reach would be some crimes that none of us would Jwant to

clagsify as Wh1te—collar illegality~such as phony narcotics trunsacmons in which
mille ugar, is substituted and sold as hard drugs;

To complete our specific definition,, we ‘can furtﬁer classxfy the White-collar

crlme field into four broad categorieg based on the identity of the vietims:
frauds agamst the government,, including. corruptlon frauds agginst consumers;
frauds. against: husmesses, and, corpomte illegalit Combmmg these classifica~
tions thh our, focus on the elements of the oﬁenses, we hope.to be in a better

‘position effectively to target those clagses of offenses and schemes which Warrant:

priority treatment,

_Magnitude~—Current statxstlcal data reﬂectmg the extent and mngmtude of‘ ‘

. the white-collar offense problem is unfortunately inadequate and open to seriousg

challenge, A long-range solution to this data collection problem will be creation
of a Bureau of Justice Statistics; we dre currentl, working on-an mteum data

. collechon system for white-collar offenses referred. to the Departmu,nt whieh,

when in‘place, ‘will. enablé us more sccurately to assess the chamcteristlcs of

' all cases within'the federal eriminal justice System. :

.‘Notwithstanding the paucity of reliable data in the ‘ﬁeld it is safe to conc“lnde i

. that the ‘actual ‘dollar loss’suffered as @ result-of White -collar crimé-offenses

exceeds the loss sustained.as.a result of go-called. street-crimes. We know for

"‘example that federally insured banks now lose thiree times as much from white-

.7 collar crime a§ from ‘armed: robberies. The Federal -Government itself is by fie- "
- meang immune to white-collar crime ; -in fact, the Federal:Government is often

a pmme ta“rget The General Accounting Oﬂice han recently placed the estunate
T f
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of fraud o.nd abuse against the government at seyeral billion dollars annually,
This estimate does not include anti-trust otf({\‘nses 61: the vast area of procurement
fraud.in our Defense and related contractingareas., -

Tarther, a fraudulent scheﬁx\often has indirech economic consequences that

~are more devastating than the direct loss., Consider for example the errant book-.

Xeeper who defrauds hig or her empleyer and forees the firm into bankruptey.
Coworlkers are thrown out of work, while ereditors may be forced into banln uptcy
themselves ag a result of their innbmty to secure payment,

Some in our society erroneously assume that white-collar offenses. affeet only
the money or property rights of affluent individuals or the public. or private
institutions who can well afford the lpss. Such offenses, however, have both a

: ﬂxzecb and indirect impact on all socigl classes and often inflict their greatest

haroyon the poor, the infirm, and other segments of society that can Jeast: afford
it. Further; the impact of white-collar -illegality extends beyond: simply ‘pecu-
niary loss, Corruption of government officials ean affect the quality of our food
and the safety of our honies. Such illegality also has invidious effect on-the
puble’s perception of the integrity of our political, ‘economie,. social and govein-

" anental ipstitutions. Official corruption invariably involves breaches.of trust,

either in: the legal or moral sense,” and such offenses generate in'the public a
deep senge of bétrayal and disappointment. When an elected official: accepts a

_bribe; a bank official ‘abuses his pogition for pezsonav gain, a corporate officer

engages in illicit activity, or an employed worker fraudulently obtains unems=
ployment insurance benefits, we as citizens feel cheated. Suchpublic perceptions
are fertile ground for-the development of widespread. public cynicism and @
conviction: that the entire economic and political system is corrupt and lacks
integrity. It is precisely Decause white-collar offenses have the -capacity to
subyert the basic assumptions of our institutions and drain our national will
that I considerwhite-collar fllegality to be one of our most .urgent law enforcement
sroblems, .
I Irinally, the 1eaetion of the eriminal Justice system to- white-colldar offenses
is often viewed by the public as a measurement of our sincerity in justly admin-
1stermg 4he law, When 4 ghetto youth is jailed for stealing a used car while
o prominent securities-advisor who misapplies huhdreds of thousands of dollars

in funds held in trust ix placed on probation, the public cannot be faulted for -
wondering avhether 4 dunl system of justice is operative, one for the’ aﬂiuent :

and influential and another for ithe weak -and dlsadvantaged

In view of tlie volume of White-collar offenses, it Is readily apparent that our
enforcement cominitnient against them must be strong and constant, Historically,
the response to such offenses at all levels of law enforcement—d{ederal, state
and local—has been inconsistent -and sporadie,”In the past, Ptmoughout the
criminal justice system guly minimunmt sllocations of our searce résources have
been specifically earinarked for combatting white-collar offiénses. Where admins
istrative, civil or criminal sanctions are available, theii wtilization has been
more eften 'than not determined by individual chioice.and not in aceord with
any articulated, considered and wwell coordinated enforcement program.
7 '.‘\%xe Admlnistmtlon has recognized -the -Seriousness of white-collar illegality

ana¥ is mobilizing the law enforcement system to confront the problem. We kuow

that {these offenses have no single causé and cannot’be resolved by any single

solution, What is meeded in the enforcement area—and what the Department’
i seeking to develop and implement—is @ nalional and comprelhensive enforce-

mient strategy focusing on the key elements of prevention, detection, investiga-

‘tion, prosecution-and swift punigshment. At this time I would hLe to. 'revxew each .

of those ele.nents with the Subcommﬂttee

1. rm:vnNmow oF WBITE-OOL‘LAB ILLEGALITY R
- A large porhon of white-collar: 111egahty is pmbably preventable In this re-

gard all ‘segments of society hiave 4 role to play—govermment, the business com-

1munity and the private citizen./Public opinion must be mo‘blhzed and community
perceptions changed so that the white-collary oifender is no longer perceived as

some ¢lever, albeit misguided, David outmbtmg an 1mpersona1 and 1nd1£ferent

governmental or:eorporate Goliath,. -
One of the most important aspects: of l)levenhon involves 'pubhc aWareness

oo gf the indica or “badges” -of fraud. The public: and the business community

wiust learn to recognize the tell-tale signg of white-collar ¢rime schemes and 1:0 o

muehly report theu' existence 'to ‘the appro'prlate authomnes

5 . g : o . g P
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The tell-tale signs are many and inclide : promises of unusual and Eaaranteed.

returns ; fancy company titles with only mail drops fer offices; the bargain no-
one-else—can -mateh ; back-dating and post-dating of documemts. All such ‘badges
of fraud should ’be repeatédly publicized to businesses and to lhe publie. To be

-able to 1eco"nize the »badges of fraud is t;he first step in preven'tmg Whlte-collar
- crime;

This situation is highlighted in the healbh industry swhere we encounter (loctOr‘z

properly rejecting - solicitation by unserupulovs operstors “to partieipate in i

fraudulent schemes to manipulate ithe Medicare :and Medicaid programs. Alx.
though the vast majority of doctors reject such offers, few report thém to law

enforcement authorities so.as to enable us tp <identify and perhaps Lrustrate )

stich schemes,

In a similar fashion corporatlons, professionul groups aud associa.tlons must;
recognize their community obligation to. develop and enforce strict codes ot
conduct for their officials and members: A corporate official who suffers
administrative civil or criminal sapetions as a result of lawlessdehavior should
be routinely stripped of his position and face the strong condemnation of hig
peers, rather than be excused for having committed a mere “technieal violation”

The government-also can play ‘a key vole in preventing fraud and abuse in

. “{he first ingtance. For years we have routinely enacted swéeping social beneflt

legislation  without adequate consideration  of methods for minimizing the -

opportunities for fraud and abuse, The scenario is all too familiar—identifica-
tion of a social problem, enactment of legislation to address the problem and

~an; outpouring of funds, followed in several years by disclosures of widespread

. fraud and abuse permeating the: program. and finally, . remedial legislation

‘designed to prevent such illegal behavior. In the case of the Medicaid program,
this entire process-took some twelve yéars and no doubt cost the governmernt
untold billions of dollars. We can break this cyéle if we address the enforces

. ment issueg af the inception oi the program and bulld in mechanisms to gmnd

agamst potential fraud.

In this regard, the Departuiént. .of Justice proposes that an “enforcement
impact statement be prepared to adécompany ady social beneﬁb legislation.” The
impact statement would address such eritical questions as:

a. The . opportunities for fraud and abuse created by the demgn of. the

f program : s

w

- b. Avaﬂable checks built into the program to minimize abuse
¢. ‘Whether federal state or: loeal govemments will be responslble for
enforcement H

d. The’ capabxhty of the lavw enforcemen‘h svstem, fmcludmg' mvestigatwe and :

plosecuhve agenues as well ag the courts and the prison system to handle
the anticipated increasein Worl\load H

-.e, The -appropriateness of any admmistrative, c1v11 ‘and crimmal sanctmns :

created by the brogram,
Federal. agencies 1esponsuble for admnnstermg such ‘programs must also be

-sensitive’ to their obligation sto minimize . opportunities for fraud and abuse
. when . they promulgate regulations, Hven. a ‘well designed’ benefit program -

‘control white-collar illegality .that

cin be destroyed by ambiguous-regulations which invite. abuse and fraud.
Program prevention, does not-hgve to-,mean simply “red tape" and need not
necessarily “chill” the program. -

It is precisely because.of the pi(otal role. of the agenc1es in our efforts to

supported the concept of an agency Inspector General. The - essence of that
concept ig- that the audit and investigative functions ‘of .each agency will be -
combined under ‘one unit reporting directly o the highest level of the ggeney.

~"We anticipate that the Inspector General will give a-new thrust and impetus

to agencies actively to seck out fraund and corrupmon, as well as ahuse and

' ‘waste The: Justice Department plang to-work with the Inspectors General to )

help them estabhsh standards and.’ procedures to minimize: “program. ahuse

K 2. DETECTION . SR ,(Z '

Cl‘he second aréa of ‘white-collar’ enforcement that must be improved. upon is~
detection. Program managers aud agency officials must learn to view fraud and -

g cou:uptlon detection as a positive aspect of their. responsiblhtles rather than as

ioa negative reflection on the program oragency. - - .
<~ Itis erroneous to assume that crime detection techniques developed m response
7 X so-called stxeet ‘erimes are or could be-applicable’ to wh1te-couar oﬁ’.’enses. In

‘the Department of Justice has strongly .

e}

ST



[

~

eie o0 0 0 g, INVESTIGATIONS.

68

‘contrast to more “common” erimes, white-collar offenses ars low visibility erimies.

- Victims miay never be aware of their vietimization, as in fraudulent charity solici-

tation schemes or ‘antitrust and other consumer viclations, -or they mey -only
lenpii of their victimization years after the commission of the actual. offense.

é.riminal investigative agencies, such as the FBI; the Postal Inspection Service
or loeal police departments, historically have been reactive in their approach to
crime; They respond only to specific allegations of wrongdoing and tarely emhark.
on efforts to ferret out such offenses on their own initiative. Nevertheless, the
covert nature of white:collar illegality requires us fo move from a‘ .rgaqm;,e en-
forcement osture in which we wait for a complaint to be filed by a *vietim to a

proactive posture in which we affirmatively seelk out and pursue ‘the tell-tale signs

of white-collar illegality even absent the filing-of a ‘formal f;bmplaint. I am
pleased that law enforcement agencies throughout thé country &g readily adopt-
ing such a proactive approach. i v :

o combat the white-collar eriminal, the FBI has found. it necessary to look

- for new investigative tools. Pecliniques new to these investigations are the use

of the undercover agent uand the undercover operation, Undercover teépniques
have been extremely successful and have been used in’instarces yvhere it is be-
lieved considerable impact will result: An undercover. operation is approved in
the Department follgwing a determination that the operation will meet neces-
sary legal requirements, will be cost effective; and will have an impact on the
white-coliar criminal element. s ‘ Sy e o

Ag part of oui effort to detect signg of possible fraud and abuse of cur govern-
mert programs- as soon ag possible,. the Department of-Justice,. in conjunction
with ‘prograin ‘agencies, has ongoing a series of pilot projects using computer
sereens to- pinpoint areas of possible frand and abuge. ‘One such effort, called

Project Integrity, is designed to identify medical providers who ‘may be abusing .

the Medicaid and Medicate programs based on a computel -assessinent of their

- claim submissions. Another effort involves computer matching ‘'of the federal pay-
" _roll records with the'welfare rolls. The third project inyolves computer matches

of federally furded unemploynient insurance rolis to. determine if employed in-
dividualsaré receiving benefits t6 which they are not entitled.

‘What makes these programs unigue is that for the first time federal program °

- agéntles are assuming a4 proactive posture and devising techniques for detecting

plaints of suspected illegality. Although tliésd projects are still in their early:
stagés, preliminary indieations are very encouraging, ST e

instances of possible fraud and abuse rather than waiting to investigate com-

Organization chdanges alone within the program agencies Willkno{: bring ﬁnde‘f

. control'the problem of fiaud on the government ; skilled and well-trained irvesti-
- gators and -auditors aré also essential. During {he Houge's conSideration of the

Inspector General Bill, the question of investigative and andit resources was
thorouglily explored, By and large those hearings revealed that all 6f the agen-
cies are lacking in investigative capability, although some agencies are better
than -others. Weé' trust that in: the immediate future this problem will be
corrected. e o el PR R T )
Nor'will merely increasing the numbers of agency investigators and auditors be

~gufficient, ‘The Department of Defense, for example, has over 4,000 investigators

and 6,000 auditors; yet it is'still-a prime victim of sérious fraud and abuse,
Perhaps of far more importance than the actual number of investigators avail-
able to the' agencies iy the investigators’ skill ‘and 'expertise. Wxperience has
demonstrated that in order’to handle sophisticated white-collar offense, investi-

gators have to possess the gbility to pepétrate ,comgrex‘ schemes, resonstruct )

intricate finapeial transactions and follow logical audit trails. U
 The Department of Justice recently devised and is currently making available
to federal program agencies'd “mini course” on’criminal investigations. Intended
to beincorporated in gtandard agency investigator training programs, the course
18 presentéd by -experienced Criminal ‘Division personnel and concentrates on
Inyestigative-requirenients necessary to support a successful ‘eriminal prosecu~
tion, I am glad to report that the course is being well-received by the agencies

" and that currently we are preparing a parallel course specifically keyed to gov-.
ernment audit personnel. which should be avilable in-early fall of this.year.

w0

consuming as a result of the need to reconstruct the questioned, transactions and

ETERRINN 4 E LN

Iﬁvestigations of significant white-collar illegality are often difficalt’and time<
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- establish, the 1equisite c1imina1 intent by the kubjects when they perfo1med the
i questioned acts, Often investigators must look at not merely a single diserete gteﬁ :

EN constituting the offense, but an entire course ot ‘condnet spanning months and

N ‘even years. Relevant evidence may be spread.out across the nation or around the

v Y ‘world. Unlike street crimes where the erime is evident and the investigation

_ focuses on establishing the identity of the -eulprit, an investigation of white-

“gollar illegality centers piimarily on dete‘xminmg i a erime aetually oceurred.

o Allocating investigative regources, wlhiether 'in the FBI, Postal Inspection
LA Servite or Intérnal Revenug Seivice, therefore becomes cntical Many white-
“gollar’ erime cases. have little potential deterrent effects, but pose no unusual
investigative obstacles, More significant cases require a commitment of. appbre-.

<lable investigative regources, with no assurgnces that a successful criminal

: prosecution-can be developed. The Dapartment of Justice hay chosen as a matter
€ of policy to focus oty resources-primarily on those cases which are parcelved to-
have maximum impact and deterrent value. In'furtherance of this approach; the
¥BI has adopted 2 “gquality over quantity” program to. ensure that major cases
are affobded maximum investigative priouty. At the samé time thé Bureau ling:.
been recruiting more accountants and is shifting a greater portion of itd agent
.personnel into white-collar eritne mvestigahons Convictions recorded in . the
FBI-White-Collar, Crime- program for fisenl years 1974 dnd 1975 totaled 2093
and 3,543 vespectivély. In contrast, recorded’ comnctlons in this aven in fiseal

3

especially “considering the “quality over: quantity” approach’ The inctease is
: largely, the result of increased F'BI efforts in the white collar area. -

Major investigntions of suspected white'collar crimes fréquently requixe that
i multwgency investigative team be created to draw upon the éxpertise of vari-
ous ‘agéneles in unravelling a cohvoluted geries of illegal flnancial transactions,
It 18 not’ unusual for a special team to be created comprised of investigators
from the FBI, Postal Inspection Serwce, the SEC and oneé 6r more program
- agencles, to fceus on & single matter. Our efforts in this vegard have been some-
what frugfrated by the 1976 Tax Reéform Act, which séverely restricts our ability
to utllize the evpertise of the Internal Revenue Service on such team projects.

4. mosmou'mm T U e

- The overall success of our curent efforts to prosecute white~collar oﬂ’enses w111
o neceszarily be affectel by the legal weapons at our-disposal. At this time there
AT are gaps inrour arsenal which need to be filled by new legislation. Many sich
L statutes have already been’ proposed and are awaiting Congressional action.
£ These proposals would, among other.things: a) gpecifically: proscribe computer
fraud and abuse; b) clarify internal corporate responsibility, thereby preventing
b : high - officials from esciping. personal :eriminal liability by hiding within: the
{ corporate maze; ¢) provide prosecutors with an effective injunctive procedure for
; gtopping cnmmal schemes as soon ag they are detected, rather than waiting
. : until sufficient evidence ig-gathered fto institute criminal proceedmgs and; d) out-
Fa. law pyramid sales schemes
e *Meraly having approplistestatutes o the Yooks will figt, however, Be suﬁicient
io control the problem. nggmus prosecution of s1gniﬁcant: ‘cases is required’ to
: achieVe maximum deterrénce and impact, That 18 why one-of the Attorrey: Gen-
Yoo o eraVsfirst'actions-afber he asuined office whd to arnounce that-white-collar crime

— prosecutions were one of hig top priorities and to direct all United Statey Attor-

: neys o devise three-yeax -enforcement programs for whité-collar-crirae and puhlic
B corruption; as:well as for hig other prioritiés of organized ctime and illicit drug'
trafficking: ‘Such-an initial'step 'was essential beeguse the vast majority of ‘white-

colldr prosecutions, excluding anti-trust prosecutions, are handled by the United

. - Btates Attorneys, At the'same time, we expanded the Fraud Section and Pablie
o : “Integrity Sectiong of the Oriminal Division which provide: overall policy direc. -
tion and support, including supplemental Iitigating support;” to: Unifed States’

B

years 1976 and 1977 were 4,307 and 4,239, respectivelv, & significant ifcrease,

Attorneys-in: the area of 'whité-collar crime prosecutions. Turther expansions of -

these:Sections :were projécted for FY 1979 unm the House of Representatlvess :
rejected’our budgetrequests.” ‘

At the‘predent time mogt of the larger mﬂted States’ Attorneys’ oﬂices have
establis‘hed “speciglizedl v 1i; egllar  erime :yiits 'to: focus on: these -sffenses,

% Dtilizing* the team spproach YoFariier ‘méntioned, these Umts have prdven to ‘he
a effective mechanisms for attacking specific white-collar crime’ problems wwithin
R B thelr chstriet Ao gupplement ‘c.ms effort-and to address mth—dmtnct problems,

gL o . . :
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“We algo use specialized task forces that draw upon resources from §he Criminal
Division, selected United States Attorneys offices and relevant investigative
agencies, Prosecution task forces, for example, are already focusing on foreign
corrupt practices, land fraud, naval procurement fraud, military meat procure-

ment fraud and coal frauds. Additionally, we are considering creating a task .

foree to focus exclusively on energy-related frauds and abuses throughout the
country. 'We are also considering creation of o corruption task force for identified
districts that have particular problems combatting corruption in their area.
e recognize, however, that a more comprehengive approach to the problem:
ig required if we are-to have a larger impact in this area. Accerdingly, we bave
under active consideration a proposal designed to ensure that maximum avail-
able prosecutive and investigative resources are directed at mgmﬂcan}: white-
collar erime cases, Thé basie outlines of the proposal include the following:
8. Specinlized white-collar crime units are to be formed in 29 federal districts
around the nation; : . i =
b, Hach unit will consist of no less than three attorheys, at least one of whom
will be a Criminal Division attorney ; L
¢, Each non-unit district will be affiliated with one of the unit districts and
_will be serviced by the Criminal Division attorney(s) assigned to the Unit:

d. The Oriminal Division component of each unit will perform seyeral fune- .

tiong including :

1. Maintain laison with all relevant investigative agencles and wth

state and local prosecutors. . L B .
2. Discern emerging white-¢ollar crime problems within the jurisdiction,

8. Provide training an dtechnical expertise for affiliated office personnel ; ‘

e. All relevant investigative agencies will designate a senior agent to main-
tain laison with the Unit, On a pilot hasis, agencies will be reguested to
assign full-time agents directly to the Units, = o

f..Bach Unit will work exclusively on priority cases. National needs and
the peculiar characteristics of the district will be taken into account in

.. establishing unit priorities. L . &r : .
g. To ensure that only major cases are worked by the’Units, case initia-
tion reports will be filed which will discuss the potential impact of the case.
We are still in the process of evaluating the proposal to determine if it is the
most effective approach to maximize our prosecutive efforts. B e
- 'One-remaining point concerning white-collar crime prosecutions relates to:
training of prosecutors. We have embarked on an aggressive training program
specially designed for Assistant United ‘States Attorneys, These iprograms vary
from courses dealing with specific white-collar crime problems such as fraud in
HUD prograin, to more general white-collar crime seminars ‘which cover a
broad range of issues. In an attempt furthe rto coordinate the work of the pro-
secutor with that of the ¥BI, we are also experimenting with joint training
programs, = Co : ‘ oo
‘ : 6. SENTENCING AND PUNISHMENT

“Treatment of ‘¢onvicted white-cillar offenders is a difficilt and often emotion-
ally charged public issue. As “rehabilitation” has little relevancy for many such
offenders, questions ean be raised about the efficacy and purpose of penal sanc-
tions in white-collar ¢rime cases. I submit that such sanctions can play a vital
role in our attempts to control white-collar erime. : ’

-'Whatever the 'deterrent effect of the criminal law, it may have its greatestim-
pact on ‘white-collar offenders. White-collar crime offenses generally involve
careful planning by the offender and a conscious weighing of the costs and antie-
ipated benefits.. At present, the anticipated benefits of many white-collar crimes
can be measured in the millions of dollars by some potential offenders. We must
increase the cost of such crimes by ensuring punishment more severe than only

the possible loss of reputation and.community standing. Imposifion-of heavy
‘prison terms joined with apropriate fines should be the rule, with probation

and early parole reserved only for the most exceptional cases; Only by “recrimi-
nalizing” white-collar crime offenses can we hope to deter would-be offenders:

In the anti-trust area, in particular; we have decided aggressively to seek
- stronger: sentences. In December 1974, Congress made violation of the Sherman
Aet a felony and subgtantially increased the maximum penalties, The Antitrist

Division has been placing a greater emphasis on criminal investigations and pros-- .-
-ecutions of price-fixing, and has adopted internal guideinesg for sentencing rec:
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ommendations in felony cases. The guidelines provide for a base sentence of 18
months and set out certain. aggravating and mitigating factors to be taken into
congideration. : . . o
Imposition of severe’ punishments in white-collar ¢érime cages would also serve
to assure the public that justice is truly being administered equally in thi
country. It is hard to justify inearcerating the ghetto youth for theft ofia car
while simultaneously admitbing to probation: the corrupt government offiéial or
corptirate official who has betrayed his trust and milked the public for milliong
of dollars. e ‘ o
Inconsistencies in jail terms must be eliminated, Toward that end, the pro+

" posed revikion of the Federal Criminal Code containus sentencing guidelines and

provides added protection for appellate review of sentences outside the guiile-
lines, . . o
We must deal with many complex problems in order to mount a more effective
law enforcement effort against white-collar erime, ‘ . '
Thank you, I will be-glad to answer any questions you may have to ask me,
Mr. Conyers. With that, we will allow you to begin your remarks.
‘Welcome to the subcommittee. . ' o

TESTIMONY OF BENJAMIN R. CIVILETTI, DEPUTY ATTORNEY GEN-
ERAL, ACCOMPARIED BY MARK RICHARD, CHIEF, FRAUD SEC-
TION, CRIMINAL DIVISION

Mr. Crvizerrr. Thank you, Chairman Conyers, and thanks for the
opportunity to appear today to discuss with the subcommittee the prob-.

lem of white-collar crime or illegality. -

At the outset of my remarks I want to emphasize that the Depart-
ment shares your deep concern with the problem of white-collar il-
legality and pledges its support’in the months ahead in the subcommit-
tee’s study of the ‘difficult subject. We join in the hope expressed by you
in your opening statement that what will emerge from these proceed-
ings will be concrete ideas for legislative and executive reforms which
will enhance society’s understanding of white-collar illegality and our
mutual ability to deal effectively or more effectively with such illicit
behavior. ‘ e e o :

If agreeable to you, I would like to highlight parts of my written
testimony rather than sim{;ly reading it in its entirety: I will skip
those parts which need not
yourattention. . :

Mcr. Conyzrs. That will be quite all right.

- Mr. Crviverrr. Thank you.

Definitionally, having read the first session of the committee’s work

and appearances, and also having reviewed the white-collar crime re-
ort or response developed by Miriam Saxon, an analyst in the Social
egislation, Education, and Public Welfare Division of the Congres-

. sional Research Service of the Library, for the subcommittee, T need

gt

tions and different viewpoints with regard to the white-collar crime.
The differences are without great meaning. They are helpful, in their
variety, they are helpful in understanding the multitudinous variety
of white-collar crime offenses and to help understand that in devising
solutions to white-collar crime those solutions differ, depending upon
what type or types or categories of white-collar crime we may be
addressing with any particular plan in mind. ° '

~With regard to the magnitude of the problem, the Department of

Justice hasno computer nor does it have any statistical genius which is

e highlighted, and call particular parts to

‘not discuss in great detail the substantial number of different defini-
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