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FOREWORD

An estimated $40 billion is lost each vear as a result of economic — or “wh§fce collar’ — crime,
according to the U.S. Chamber of Commerce, Much of this loss is borne b "\'t,he low- and

mederate-income person victimized by sueh consumer frauds as false advei’tlsmg or fraudulenf &

auto repair. Some of the loss falls on businesses, the target of security frauds, insurance
swindles, or embezzlement. In addition to the enorrmous financial impact, we are all affected,
in a more general way, by the cynicism and lack of confidence spawned by lneffectlve prosecu-

tion of white collar criminals,

Recently, several jurisdictions have focused their resources on investigating and prosecuting
these crimes. The Fraud Divisions established in the District Attorfiey’s offices of San Diego,
California, and Seattle {King County), Washington, are excellent examples of the aggressive
efforts being launched against economic crime. The work of these two projects has resulted
in fines and incarceration for the offenders and restitution for the victims,

The San Diego and Seattle Fraud projects have been given sufficient resources to pursue the
twin goals of prosecuting and preventing econamic crime. In both jurisdictions, the District
Attorney has given priority to strong efforts against economic crime. This combination of re-
sources and status within the Prosecutor’s Office has made these projects distinctive and

successfuf,

The National Institute believes that the San Diego and Seattle approaches to prosecuting eco-
nemic crime should be considered by other communities. This manual provides a detailed
description of both projects. A brochure containing a general description of 1he project is
also available through the National Crlmmal Justice Reference Service, ‘

Gerald M. Caplan
Director
National Institute of Law Enforcement

and Criminal Justice

March 1876
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CHAPTER 1
INTRODUCTION .

1.1 The Nature of the Economic Crime Problem

13

® Item: A large corporation in New York City clandestine-
ly taps into the city water system with a ten-inch pipe and, cir-
cumventing the water meter to avoid payment to the city, siphons
off an estimated half million dollars of free water.# ’

. @ Item: Investigators for a consumer publication drive
into a large number of typical gas stations with a car rigged with
a minor defect -- a loose wire which would normally cost twenty-
five cents to repair. Seventy-five percent of the garages misre-
present the defect and the repairs they "perform"; the average
bill is $4, and the highest is $25. This takes place in the pre-

inflationarv days of 1941, %%

® Item: Thirty, or half, of a state's contingent of
meat inspectors are bribed with cash and frse prime meat cuts by
meat packing progessing plants to overlook health violations.
The results of such violations include not only increased profits
for the companies but also potential heg}}h dangers to all consu-

mers who buy meat from these companies.

All of these activities are ecconomic, or "white collar" crimes.
The term, "white collar crime", however, is a misleading and limi~
ted label for fraudulent economic activity, since it implies that

# Edwin H. Sutherland, White Collar Crime, Holt, Rinehart and

Winston (New York; 1961), page 179.

ok
Ramsey Clark,Crime in America, Pocket Books (New York: 197C),

P.23.
kK
Case prosecuted by one of the contributors to this document.
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only the wealthy or those employed at the executive level perpe-
trate economic frauds. Actually, the offenders may be salesper-

saons,; retail business employees, or private citizens, as well as
high~salaried professionals. ¢

Fconomic crime is not related to the social class of the offender,
but to the method used to commit the crime: deception, quile
and trickery; and to the purpose for which it is perpetrated:
economic gain. In this document, economic crime is defined as

". . . an illegal act or series of illegal acts com=
mitted by nonphysical means and by concealment or guile,

to obtain money or property, or to obtain business or
personal advantage."*®

Experts have estimated that the economic loss to the public as
a result of economic crime is more than forty billion dollars a
year. This figure far exceeds the economic losses to citizens
which result from all street crimes against propexrty combined.
Moreover, the conseqguences of economic crime are often more
oppressive to the wictims than those which result from most
property crimes. Economic crime can "dig deeper than the wallet
in the pocket to wipe out the savings of a lifetime. The thief
takes only what is in the ‘purse or the dresser drawer at the
moment of his or her crime. The embezzler may reach beyond to

destroy the equity of a family, ruin a whole fixm, or render cor-
porate stock valueless".*#*

The following data, taken from the U.S. Chamber of Commerce

booklet, wWhite Collar Crime, presenta grim picture of the economic
effects of fraud.

® Fraud was a major coﬁtributing factor in the forced
closing of about 100 banks during a 20-year pericd.

* The National Institute of Law Eﬁforcement and Criminal Justice,
The Nature, Impact and Prosecution of White Collar Crime, U.S.
Government Printing Office (Washington, D.C.: 1970).

#* Ramsey Clarxk, Crime in America, Pocket Books (New York: 1970),
P, 23. ‘
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1. Economic crime tends to be disguised or hidden from
law enforcement officials. It is difficult (even for the victim) j
to detect, in contrast to non-economic offenses, which are obvi- :
ous to law enforcement officials as well as to the victims.
Victims may not realize they have been swindled, they may think
that an attempt to secure redress of grievances would be futile,
or they may be embarrassed by their own gullibility or avarice
as reflected in the transaction. Consequently, many economic
crimes go unreported.

2.  Schemes employed in economic crimes are often very com-—
plex. Law enforcement officers accustomed to investigating and
solving armed robberies have little expertise for handling com-—
plaints involving sophisticated swindles, arcane financial re—
cords, complex bookkeeping practices, and obscure laws. Investi-
gators frequently must understand a corporation's bookkeeping
practices as well as the swindler does before they can piece to-
gether evidence of the fraud.

3. Prosecuting economic crime is difficult and time-
consuming. The incapacity of normal law enforcement channels to
deal with economic crimes presents unique difficulties for the
prosecutor, who must either work closely with the police to guide
their efforts or handle the investigation personally. ' Fuaud cases
also present special requirements when they come to trial. The
substantial financial resources available to some of these defend-
ants often allow them to fight prosecution vigorously and to delay

trial extensively. Moréover, the issue raised at a trial involv- o

ing a typical "street crime" is simply whether or not a particu-
lar defendant committed a particular physical act. In fraud
cases, the state frequently must not only expose what the defend-
ant did, but also prove that the particular constellation of acts
in question amounts to a crime. It is often necessary to have
numerous witnesses to properly authenticate and identify business
records; to "educate" the jury about complex economic procedures;
and to convince the court and the jury that the defendant inten-
tionally committed a fraudulent act. (Due to the inherent weak-
nesses involved in prosecuting economic crime under criminal law,
many observers favor the application of civil rather than criminal

sanctions. This issue is discussed further at the conclusion of
Chapter 4.)

4. Attacks on certain types of economic crime may be
opposed by powerful interests. Business interests have a powerful
influence in American society, which may directly or indirectly

discourage the prosecution o

warding. Until recently, .
the public appeal of attacking

£ frauds by law enforcement officials.

5 Prosecuting economic crime can be po%ltlca%ly unri— .
¢ prosecuting economic crimes did not hav

"orime in the streetsg.”

straints, several prosecutor's offices havg set
ful ?rograms to prosecute fraudulent pra?tlces.
' le time for such action, as
ution of fraud a highly re-

Despite these con

up highly success : .
xideed, this is a particularly suitab

current social trends make the prosec
levant undertaking:

e Consumerism. The current popularit¥ of consumer‘ 5
clear legitimacy of most of their goals, has’'made
1ly and ethically desirable for prosecu?ors to
me among their highest

groups, and the
it both politica ' '
include the prosecution of economlic crl
priorities.

e Mass Media. The consumexr movement is now izzzlias
supported by most of the mass med%a, and much o? tzztEVitY na
energetically sought evidence ?f illegal econcmlc
the part of government and business.

e Public pisenchantment with Government. fPubt;: 212;;“
cism and disrespect for government in general, and for e
nél justice system in particular, have raielydéieg ioiistitutions
£ in political and lega ,
he best way to restore trus - - .
?s clearly to make those institutions worthy of trust

defined broadly, is widespreid ziimim
s s also, by o larg:éiiifzrzﬁztzzzi:iozi ihich have
. ; , ;
o jHStlie ngii?érOEZZ;t:ig% zifices throughout thg cou?try haYi‘
zzzﬁ ZEZEezgful in their efforts to deal with‘ec?nomﬁgbgiimi;d::x
i the National District Attorneys A55001at1?n . ander
o ¢, provides partial funding to economic crime prog e
‘?n L§A2’2222e£t jurisdictions. Two. of these progréms, the Siét e
Py i iego fraud Divisions, are described in t?ls @ocumen . .
e 2 gle? ilar programs will attest, the time ls_rlpe f9r laEn
Eﬁ:sz 22ncz;:ed attack on this aconomically and socially disrup

tive type of crime.

In sSummary. economic crime,.
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1.2 Summary of Contents

The King County (Seattle) Fraud Division and the San Diego County :
Fraud Division are just two examples of highly successful efforts i
to curb economic crime activities.  They have been described in

this document to illustrate the general principles and procedures
involved inithe development and operation of special’ fraud divi-~
sions. This document stresses the need to adapt the features of
programs such as these to respond to lccal needs and constraints,

and introduces a number of alternative approaches to the estab- o
lishment of fraud programs. ;

Chapters II and III provide information on thekgoaléw organiza-
tional structures, operations, costs and results of the San Diego :
and Seattle Fraud Divisions. These chapters illustrate that, B
despite differences in their operating procedures, the programs

have certain basic similarities which have contributed to their
notable success. Among The features which the Divisions have in
common are distinct organizational, and operational separation from
the other divisions in the prosecutor's offige; the strong support
of the District Attorney;clearly defined program goals; highly
gualified and experienced staff; and mutually supportive:xelation- -
ships with other agencies and with the press. Chapters II and III
also point cut the differences between the two Divisions, such as
the degree of effort devoted to individual consumer complaints;

the extent to which reliance is placed upon other agencies for
investigative assistance; the size and cost of the operations;

and their methods for selecting cases. As the descriptions in
Chapter II and III illustrate, the San Diego and Seattle pro-

grams are uﬁique, as any fraud program must be.

Chapter IV presents a discussion of suggested procedures for plan- ' i
ning and operating a fraud program. Drawing on the combined ex- :
perience of iSeattle and San Diego as well as other projects part- 5
ly sponsored by LEAA through the NDAA grant, this chapter outlines
several organizational issues which must be addressed in implement-
ing an economic crime program. The concluding chapter ‘continues
this general discussion with a review of funding and evaluation
issues.,

* o :

The term District Attorney is used to denote the office of the
top elected prosecuting official of a locality. The term Chief 1
Deputy refers to the administrative head of a Fraud Unit. 1§

«

this manual concentrates on descri?ing gn orgzgiiius

i £ ework for the proseCution of econom%c crime. ,t tous
?lonal' ra@ strategies and prosecution techniques are nov
lggzizzgiﬁngtéil as these will be coveredézxf;c;gizizzzs;z:ti‘
- i Battelle
e Curren;;i bi:ﬁz.prziizeiozzmzii (which will be availabli
e 1 ag - S lel as other currently availéble rep?rts éspe

in garly }97h) ;DAA'S Prosecutor's Hornbook®), will prov1d§ tleto ros
ciflcallg, - eluable information on many legal an@ pro;edura P
Fe;iiiaztt:ovihe successful pﬁéSecution of econqwlc crime.

In general,

] ' ook,
* Charles A. Miller, Eeonomic Crime: A prosecutor's Hornb ’

March 1975,
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CHAPTER 2
THE KING COUNTY (SEATTLE) FRAUD DIVISION

2.1 Project Overview

t

The King County (Seattle) Fraud Division was established in 1972,
following the successful prosecution of several consumer protec-
tion cases by a new staff member cf the District Attorney's Office.
Since then, the Division has expanded in size and scope, and has
become a major component of the King County Attorney's Office..”
Tts activities are devoted primarily to three major goals: the
successful prosecution of economic crime; the deterrence of econom—
ic crime; and the enhancement of public respect for the criminal
justice system. In pursuit of these goals, the Division has
prosecuted over 100 cases, involving more than 800 victims, 100
defendants and $3.4 million in economic loss. The cases have
included complex land fraud schemes, odometer rollback frauds,
false advertising and bribery.

‘The Division relies on several key operational approaches in order

to ensure the achievement of its goals. For example, the Division
hires expert staff in order to prosecute cases most efficiently
and effectively; concentrates on major impact cases which have

the most significant deterrent effect; has established close work-
ing relationships with other investigative agencies so that it
can concentrate its own limited resources on prosecution; takes
full advantage of all existing statutes in order to bring the
simplest and most provable charge and seek the most effective
remedy in complex fraud cases; and publicizes its activities in
order to deter economic crime and to win public support for its
activities. In addition, the Division endeavors to further its
goals indirectly by pressing for significant legislative changes
in the criminal statutes to facilitate the prosecution of illegal
economic activities and by encouraging other jurisdictions in the
state to set up fraud divisions of their own.
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In short, the King County Fraud Division is attempting to prose- .
cute economic crime effectively, economically, and visibly and is %
demonstrating that this type of illegal activity can be success-
fully prosecuted by the criminal justice system. ¥ollowing a
discussion of the program's ordénizational and operational struc- o —
ture, the conclusion of this chapter summarizes the Division's ;i

results over two and one half years of operation. ' '

*

2 investigators

FRAUD DIVISION
5 attorneys
3 interns

2.2 Project Administration

The Fraud Division is a totally separate physical and operational

entity within the King County District Attorney's Qffice. Figurel
illustrates this xelationship.

A liaison deputy has been appointed s
to handle relationships between the Fraud and Criminal Divisions.

The two divisions typically work together in cases of theft from

businesses (e.g. embezzlement) when the amount of the theft is re- ;
latively small. In such cases, the Fraud Division works up the B
case, obtaining subpoenas and search warrants as necessary, and

o
then refers the case to the Criminal Division for filing and pro-
secution.

Major frauds, however, are handled exclusively by the 4
Fraud Division.

T T A v o ke

EERC AR

's Office
Liaison
Deputy

Figure 1

Organizﬁtion and Staff of Prosecutor

|

In ordexr to provide continuity in case development, deputies are
assigned to handle cases from initial investigation through trial

and disposition. The practice of specialized task allocation (with

one deputy handling all investigation, another all filings, and
anothex all trials) is avoided.

JUVENILE
DIVISION

However, there is specialization e
by case type within the office, based on staff preferences, skills

|
and personality. One deputy, for example, handles most of the civil
cases due to his accrued expertise in this area. Another files

many relatively simple cases which will be processed rapidly through
the cdourts because he enjoys courtroom work.

g attorneys
3 interns

PROSECUTOR
35 attorneys
3interns

CRIMINAL DIVISION

A third deputy usually
handles complicated real estate frauds because of his accounting ex-

L
perience and Master of Business Administration degree. The fourth
deputy is particularly adept at handling consumer grievances and
works closely with the police on embezzlement cases.

2.3 Staffing

13 attorneys
3interns
DOMESTIC
DIVISION
3 attorneys
1 investigator

civiyL DIVISION

i
The current staff of the Seattle Fraud Division consists of the P
Chief Deputy, four other attorneys, two investigators, three interns

£

11
10

r
l
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(second and third :
Year law st _ )
and a secretary. udents?__, an adxq;nlstratlve secretary,

'3

:2§kChlzngeputy devotes about half of his time to administrati
e th:nl t:lf to %nYestlgative and prosecutorial tasks. As parze
and advige zi aCtl;lEY' the Chief provides technical assistance
an ad noc basis to the rest of i
si the staff. T ~

iﬁg::: ;On?l staff members work nearly full-time om substggiigzher
paperwzrgrlal tasks, devoting little time to administration or
derce writ Liw student interns handle complaints and correspon-
identify ca:esezzigs,‘do lﬁgal research and some investigation

‘ tneys should review, and er : !
sy, isec i ; ' engage in limit
flﬁsgzz;e:msiééih:ctiogz. In general, there is a great deaido:nd,
: > g statf in terms of re: ibili ;
inflexible assignment guidelinen: responsibility, with few

Prio ¢ ' X
Prim;rziytgg zﬁrrezF Chief Deputy's arrival, the stafs consisted
manageaﬁdéSe,devei lgators. ,In order to concentrate on attorney-
and on succééFFZ:.OPment (using subpoena and discovery powers)
cruit a new s:;ff PIOS§chlons,.the.Chief Deputy decided to re~
Sione i oW Distric;c;nxzzt;izzygrsléngfr;ly of attorneys from othe¥ Divi-
for investigative resources.” Sinceci;zui;z::lgegﬁtgtEZE ;gizgies

ally observed these attorn : .
 high quality stafs. ®YS in action, he was able to select a’

as’ ; o eeeRe .
well as pricr relevant ‘experience, OneUDeputy‘worked'in'thé
: DistrictAttorney's Office ‘
led ¢ R > LALLS Y's Office. &aAnother hand-
foiCZ?suie:hgigtECtlon cases in the Washington Attornev>Gene§gi's
theChief p xd, who hagdles civil cases for the Division was
fourth wh:P}? tya Of the District Attorney'sCivil pivision. Tha |
] andles real estate and investment fraud prosecutions
I

received training in acc ;
. ounting at : 3
tending law school. 9 a¢ business school prior to at-

* The reliance on . i

outside agencies also
tag ? broader range of expertise, e the
tglnlng a large staff of investiga
make cases, and to be able to sele

Division to
to avoid the broblems of main-
tors who are under bressure to
ct a greater variety of cases.
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However, the new staff were largely inexperienced in the specific
area of economic crime. The Chief Deputy therefore trained and
educated his staff in the art of developing and prosecuting major
fraud cases, sharing his own considerable expertise, which he had
gained while serving in the Fraud Division of the United

States Attorney's Office for the District of Columbia. As a re-
sult of his careful selection and training of the new attorneys,
the program is now staffed with individuals of considerable ex-
pertise and a high level of commitment and integrity.

' The Division has modest in-house investigative capacity. It has

been able to rely on the investigative capabilities of other law
enforcement and regulatory agencies with whom it has established
close and highly productive relationships.

2.4 Operations

The operating procedures of the Seattle Fraud Division are dis-
cussed in this section, following the order in which cases nor-
mally proceed from intake through final disposition. Figure 2
illustrates the processing of typical cases.

2.48.7 Case Intake and Screening

The initial contacts of complainants and referring agencies with
the Fraud Division may take several forms. Frequently the initial
complaint provides information which merely suggests that a fraud
has been perpetrated. Sometimes it is clear that an offense has
occurred, but not equally apparent that enough evidence can be
assembled to convict. Only infregquently does another agency or

a private citizen present the Division with a case in the more
narrow sense -- admissible evidence demonstrating every element
of a specific offense or offenses; available witnesses, and a
defendant within the court's jurisdiction.

After an initial contact, the Fraud Division staff member handling
the matter must make several decisions:

13
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Dces the complaint allege adequate grounds for a cxv11

®
or criminal case? What specific offenses may be
charged?

e Has all necessary and admissible evidence been assem=

bled?

® Is the evidence good enough to win?

If there is some doubt about the strength of the casen
what further information ig needed? '

How should such infermation be sought ~-- subpoena,
discovery, staff investigation, other agency :anestl-—
gation? How much gunidance and cansultation w:.ll be

needed?

e How urgent is the case -- is there reason either to
rush o to delay?

e How important iz the gasae?

The answers to these questions emexrge from a process of interviews,
investigations, legal researvh, znd polisy determinations ccm*{
trolled by the attorney or investigator to whom the matter is

"

assigned.

How cases are obtained. During 1274, apprexlmately
40 percent of the Divigion's cases ormgmﬂated ‘from consumer com-
plaints, 50 percent were referred by other governmental agencies,
and the remaining 10 percent were referred by businesses or the
private bar. Agencies which regularly refer cases include the
Federal Secutities and Exchange Commission (SEC), the Washington
State Securitizs Division, and the Attorney General's Consumer
Protectieon Division. Citizens register complaints by telephone
at a rate of five to ten a day. Seventy percent of these calls
are referred to other agencies. Twenty-five percent are usually
resolved with a warning letter. The Division considers the re-
maining five percent as cases to be filed in court.

.

Originally, since there was no backlog of cases, the Division
sought out cases in‘addition to vesponding to complaints, These
activities have included the following:
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_investigati
. §t%gau1§g.odometer rollback operaticns prior to { )
receiving citizen complaints; . expertise (or for which resources can be provided by

. | other agencies);

. ® using a decoy car to determine the honesty of car

repair shops and mechanics: e respond to broad public concern;
Cs; and

i = i little-known schemes (s4 that prosecution will
O improve the § ‘g o @ involve :
tate Securities ; increase public awareness of particular dangers), or

P @ involve some new area in which the Division wishes to

Because ivisi ; i
of the Division's increased visibility become involved.

£ .
:Qcce§s*ul brosecutions, it .is now constantly s
blgatlve leads by agencies, citizens,
ar. Therefore, it relies less on its
possible frauds.

and large number of
uppli ith i - s s - ' - e
businessesp'aggdtglth %nVes The Division limits the number of civil cases it will handle at
own efforés to di: private L any one time because of the time, cost, and labor required to
cover . handle them thoroughly. It devotes an average of ten percent
of its resources to civil cases. '

! Case screening and selection,
;:nt z;aud Division concentrated on off
then ) .
expahdeg :sw_Chief Deputy arrived, the scope of activities was
cetataa t ’1nc ude consumey Protection cases and, later, real
oo an a;gvistmeitbfrauds. In“order to Publicize the'unit's
: ‘ O establish its credibilj i
tially cohoentiorstab : 1lity, the Chief Deputy ini-
> Prosecuting a small numbar i isibi ;
of high-visibile : Consumer complaints are not publicly solicited and are not a major

ity consumer prot i

ection cases Tod

; . 1ay, three major unwrit i

teria are used for deciding which gases to handie. itten eri- L concern of the Division for four reasons:

The progenitor of the pre-

: . th civil and criminal cases are screened applying the above
icial corruption cases. Both civ r pplylng

c¢riteria in discussion sessions among the staff, but the Chief
Deputy has ultimate authority to decide which cases will be in-

vestigated and filed.

L e Washington's Consumer Protection Act is administered
by the State Attorney General's office;

® significant economic losSf;

®  high Probability of a Successful outcome; and

® The Division would be duplicating the work of other

e likely deterrent effec consumer protection agencies;

t on other i X
collar criminals. - ther potential white

® The Division prefers not to use the coercive power of
the criminal law to effect what would ordinarily be
civil settlements; and

bbbt g ot e oy et 38 4o

The Divisi y
Division prefers to select cases which in addition:

E% ' ®  With a staff compbsed mostly of attorneys, the Divi-
¥ sion is not operating at maximum efficiency when inves-
; tigating individual consumer complaints.

e i - k
nvolve well-known or powerful businesses;

® 1involve repeated offenses;

® deal with acﬁivities { i |
in which crime is wi i
widespread; ; The Division does not consider organized crime, prostitution,
o require relatively 1issi. investigative o - 5 illegal gambling, and loan sharking as part of the economic crime
‘ ime and . with whichk it is primarily concernsd. However, if organized crime

| figures are engaged in business, real estate or investment frauds,
1 » (] 3 [}
‘ the Division will prosecute them. ‘

16
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Types of cases handled. . The cases the Division handles
can be categorized two ways: by difficulty and by type. 1In terms
of difficulty, there are three levels (in ascending order):

® consumer fraud;

® securities cases, real estate frauds, and other busi-
ness crimes;

® corruption cases.

In terms of case type, the four major categories (and the percen-
tage of Division resources allocated to each) are:

e frauds in the product marketplace ~-- odometer roll-
backs, false advertising, unnecessary aute repairs,
and other consumer frauds (30%):

® frauds committed in the guise of legitimate business
transaction -- securities fraud, real estate and land
sale schemes (30%);

® frauds against businesses (embezzlement, insurance
frauds) (30%); and

® frauds against government (bribery, embezzlement,
obstruction of justice) (10%).

In 1974 the active caseload included 22 frauds in the marketplace,
8 frauds committed in the guise of a legitimate business trans-
action, 33 frauds against business and 2 corruption cases. Note
that some types of cases, such as those in the first category, are

less complex and thus more cases can be handled with the same re~
sources. ‘

2.4.2 Case Development

One attorney or one investigator assumes pPrimary responsibility
for each case, relying on the expertise of the other staff, in-
cluding the Chief Deputy, on an ad hoc basis. ~Although the

18

£
b
i
13
i
!
i
'

S AT S

.

Division ¢enerally tries to use the invgstigative seFvices of
other agencies, the complexity of certain cgses requires that
Division attorneys be extensively involved in case developm§nt_
and overseeing and conducting investigat%ve work. Upog reviewing
staff recommendations for a case, the Chlef.Deputy decides how
the case should be filed -~ criminal or civil =- and how plea
negotiations are to be handled.

The process of developing a successful case typically involves
the following five steps:

(1) Use of inqguiry judge procedures to subpoena indivi-
duals or records; .

(2) Thorough investigation of cases with the assistance
of other agencies;

(3) ILegal analysis leading to filing the most effective
: charge;

(4) Early provision of liberal discovery to defendants;

(5) Publicity, where appropriate.
Each of these steps is discussed briefly below. /

(1) Inquiry judge procedure. BAn essential stép in many
fraud investigations is to subpoena witnesses and documents.
For this purpose, the grand jury is the normal route. However,
in the State of Washington, grand juries can be called o?ly up??
the approval of a majority of the court. Such agproval ig raz;-y
given. Until 1971, therefore, prosecutors h?d_V}rtually ?o z }
poena power. Consequently, when the Fraud D1v151on.w§s first es
tablished, the District Attorney's Officg, the Pre51d1ng Jud?'et 5
of the Superior Court, and a group of private attépnegs sgbmat e ~
a bill to the State legislature to provide for an inquiry judge pro
cedure with investigatory and subpoena powers. Passed'by thg
legislature in 1971, the mechanism becamg fully operatlo@a} in
July, 1972, when the present Chief Deputy of the Fraud Diwvision
began making extensive use of it.

i .
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The inquiry judge does not review cases for probable cause, nor
does the procedure result in indictments. Rather, it is solely

an investigatory procedure, affording the prosecutor power to
subpoena individuals and records, take testimony under ocath, and
grant immunity from prosecution. The inguiry judge serves one af-
ternoon per week for at’ least a year, in order to pieserve some
degree of continuity. Compared to a 23-person grand jury, the
inquiry judge procedure is more economical, more readily available
in emergencies, and less likely to jeopardize a defendant's privacy
with press coverage or leaks (proceedings are confidential). The
inquiry judge procedure is'not used, of course, in civil cases, nor
is it always needed in criminal cases.

(2) Thorough investigation of cases and liaison with
other agencies. The Seattle Fraud Division places great emphasis
on thorough investigation of major cases prior to filing. There
are two important reasons for this policy. The first is the pre-
viously noted characteristic of most major fraud cases: there is
little dispute over who was engaged in what activities; the diffi-
cult question is whether or not the activities constitute a crime.
Assembling sufficient evidence of criminal intent requires a thor-
ough investigation of the case prior to filing. The second reason
for this "investigate-first" policy is efficiency. Early inves-
tigation avoids much trial-related work by encouraging more de-
fendants to plead; it avoids the harried period of trial prepara-
tion and investigation at the same time; and it permits greater
use of the investigative resources and expertise of otheqﬁégencies.*

5~

When the Division was first established, the Chief Deputy‘'actively
sought the support of federal, state and lccal regulatory and law

enforcement agencies. The Division's extensive contact with othexr
agencies is a key feature of the program, as noted earlier. This

contact permits the Division to handle more cases by relying -

on the investigative capabilities of cutside agencies.** It also

ensures the Division a more varied selection of significant cases

by drawing on the extensive activities of other agencies for case

referrals.

* A complete list of the Division's support agencies and the na-
ture of the assistance they provide is contained in the Appendices.

*%* To aveid leaks and premature publicity, the Division does all
its own investigations for political corruption cases.
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Working relationships were established by soliciting the agencies'
cooperation in early cases involving relatively simple tasks

well within the agency personnel expertise., These initial cases
provided the agencies with tangible evidence of the value of their
partlclpatlon and thus encouraged future collaboratlon. The
Division is careful to reward cooperating agencies with favorable
publicity, calling attention to their assistance whenever possible.
The Division also rec1procates, within its resource llmltatlons,
by providing some technical assistance to other agencies.

Liaison with cooperating agencies is initiated on an as-needed
basis and then maintained, if necessary, throughout the duratlon
of a case. Often, at the beginning of a case, the Chief Deputy will

. call a meeting of representatives from relevant agencies to explore

the merits of the case and to decide which agencies should perform
which investigatory tasks. In one major King County real estate
fraud case, for example, the Fraud Division Chief Deputy chaired a
meeting of representatives from the U.S. Securities and Exchange
Commission, the State Securities Administration, the State Real
Estate Division, the Attorney General's Consumer Protection Divi-
sion, the Seattle Police Department and the District Attorney's

‘Office. At the meeting, the nature of the fraud was outlired and

a division of the investigatory labor was arranged. Within 45
days of the meeting, the Fraud Division filed charges against two
defendants. .

In addition to performing investigatory tasks, a cooperating
agency may loan the Division one of its investigators on a part-
time basis, or simply open its files on an individual or bu51nesu
to the Fraud Division.. :

After the workload has been divided, the Fraud Division‘députy
assigned to the case takes responsibility for coordinating the
efforts of the varlous agencies. Listed below are several exam-
ples of the program s coordination of case development w1th other
agencies:

e An investigation of a savings and loan association
involved initial examination by the state Division of Savings and
Loan Association and the Federal Home Loan Bank Board which indi-

cated possible criminal activity. Subsequent investigation was
conducted cooperatively among the local offices of these two
agencies, the Fraud Division, and the Washington, D.C. office of
the Federal Home Loan Bank Board.
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& A major investigation;into a fraudulent membership
gcheme required significant investigatory work in Chicago.
The United States Postal Sexwvice’, contacted through the Seattle
regional office, performed this 1nvestlgatlon, which together

with local investigation resulted ln prosecution of the scheme's
promoters.

@ Breaking an inside theft ring at a large hardware
wholesale firm involved the police, the Fraud Divisicn, and the
inguiry judge. An executive of the company and his attorney
came directly to the Fraud Division with their suspicions that a
theft ring was operating. Within a few days the Fraud Division
assembled a task force to prepare search warrants, execute the
. warrants and recover over $10,000 worth of stolen goods, interview
witnesses, and locate defendants. On one afternoon, a 20~person
Seattle Police Department force was assembled to execute search
warrants prepared by the prosecutor's office and simultaneously
to interview suspects. Fraud Division .investigators also gathered
evidence and identified other participants in the xing. A cooper-
ative defendant testified under an inquiry judge subpoena.

Within 40 days of the original complaint, three othex defendants
had pleaded guilty to grand larceny charges. Restitution of
$66,840 was ordered and further investigation led to the recovery
of an additional $12,000 of merchandise.

(3) Legal analysis leading to filing the most effective-
charge. Division staff do not limit themselves to the most ob-
vious and common criminal statutes when determining charges; they
may consider more broadly drafted laws or more obscure statutes.
This approach often broadens the coverage of the criminal laws
in operation and simplifies the prosecution of complex cases.

For example, the Division applied the grand larceny statute in

a series of odometer rollback prosecutions,; by proving that the
fraud caused the victim to pay at least $75 more for the car than
he.would otherwise have paid, or caused him to purchase a car he
otherwise would not have purchased. This approach received national
attention in the media and a consumer magazine.

(4) Provision of liberal discovery. The Fraud Division
believes that a defendant who is confronted at an early stage by
overwhelming evidence, accumulated by thorough investigation,

- will be likely to plead guilty. It is thus the Division's policy
to provide early and liberal discovery to a defendant so that
the defendant and the defendant's attorney can make a fally-informed
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judgement on the risks of trial and attendant publicity. A high
guilty plea ratio is important, since the resources saved when a
case does not go to trial can be used to prepare other cases.
Early provision of liberal discovery is a key factor in malnualnw
ing the Division's high rate of guilty pleas.

In one case, thorough investigation and early discovery resulted

"in the prearranged handling of a case in which a corporation was

charged and arraigned, pleaded guilty, and was sentenced all in the
same day. This technique has been effective in civil cases as well.
In one civil action, the Fraud Division obtained an uncontested
injunction three weeks aftetr filing suit against a major supermar-
ket chain alleging false and misleading advertlslng and labeling

of meat and poultry. Before the suit was leed, a simultaneous
sweep of all the chain's stores in the county collected numerous
mislabeled meat items, which were laboratory tested for fat content.
When this evidence was provided to the defendant's attorneys, the
success of the injunction lawsuit was almost immediate. Further,
the corporation entered guilty pleas to attendant violations of
state and county laws regulating fat content in ground beef, and
was fined the maximum allowed under the statutes.

(5) Publicity. For many defendants and pouentlal defen~-
dants, the most effective deterrent is the loss oxr’ potential loss
of respect and sales which can result from public knowledge of
fraudulent activities. For example, at a press conference held to
announce the filing of a suit to enjoin the deceptive advertising
and meat mislabeling of a supermarket chain, the District Attorney

"accused the chain of "wanton disregard" of local laws prohlbltlng

mislabeling and false advertising of meat and poultry. The
supermarket chain's lawyer lamented in court that the stores had
lost $100,000 in sales during the week after the suit

was filed, and that several store mmployees had been subjected to
harassment by irate customers.

The Fraud Division has reasors other than the anticipated deter-
rent effect for seeking publicity. As noted above, the Division
publicized its cases to reward, cooperating agencies with public
recognition. The Division also uses the threat of publicity to
encourage civil defendants to bring their cases to a close quickly
through settlement by consent decree. To generate‘publlc1ty on
specific cases, the Division may provide a background story
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to a friendly reporter during the investigation of the case, issue
a press release when the charge is brought, andhold a press con-
ference. Moxeover, in order to inform the public of fravdulent
practices in general and to encourage reporting of such prac-
tices, Division personnel give speeches*, grant intzrviews and dis-
tribute materials such as a pamphlet on economic crime. A sheaf.
of ,newspaper clippings testifies to the Divisjon's accomplishment
of its publicity objective.

243 Case Disposition

Throughout the development of a case, program staff consider

what the most effective resolution will be in terms of deterring
other would-be defrauders, deterring the defendant from further
misconduct, promoting pleas and out-of-court settlements, and
developing a resolution which is practically obtainable, through
either negotiation or trial. Resolutions sought by the Division
vary considerably, departing from the traditional sanction of jail
sentences and fines, and include forfeiture of state or local
licenses, civil injunctions, and restitution to victims.

License forfeiture is an effective deterrent both to the indivi-
dual defendant and to potential defendants. Recent cases have in-
cluded the surrender of a real estate license, an escrow company
license and a security salesman's license. In other cases, such

as odometer rollbacks, successful prosecution by the Fraud Division
has led to independent state proceedings to revoke licenses.

The Fraud Division has also used civil remedies successfully

in consumer fraud cases. Civil injunctions, for example, may
provide a speedier, more effective or more easily obtained remedy
than criminal action. An injunction prevents the injurious be-
havior from continuing and informs the public of the potentially
fraudulent activity. Moreover, criminal prosecution remains avail-
able to the prosecutor in cases wherxe the enjoined conduct also
constitutes a crime, and criminal contempt may be charged if the
injunction is violated. The Fraud Division often spells out all

* For exanple, to the Seattle Garage Owners'Association and the
Washington Association of Realtors.
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these potential penalties in an injunction, thereby increasing
its impact. In certain circumstances, the prosecutor may also
obtain restitution for fraud victims as part of a civil remedy.

The following are examples of various types of digpositions ob-

tained by the Fraud Division: .
T

e Yor a promoter selling
circus tickets by
alleging that charity
was to benefit from the

proceeds: a temporary
restraining order freez-
ing the funds collected,
and an agreement to mail
a refund offer to every
purchaser and to cease
the misrepresentations.

e For a car dealer found guilty
of turning back odometers on
second hand cars: a $5,000
fine, $2,700 of which was sus-
pended on the condition that
the company pay that sum as re-
stitution to customers it de-
frauded.

f“sporting—goods store operator found guilty of
the theft of meﬁéhandise: a sentence to serve seven days in jail,
make restitution, pay court costs, and donate one hundred hours
of community service.

® For-a five-and-dime store accused of selling children's
nightwear which failed to conform to state and federal laws regard-
ing flammable children's nightwear: an agreement to donate $5,000
to the Burn Unit of a children's hospital. ‘

® For an investment counselor accused of offering and
selling stock in a fictitious company: a fine of $5,000 deferred
for five years on the conditions that the defendant pay the fine
at the rate of $90 per month and reimburse all the stock purchasexrs
whom he has defrauded.
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2.5 Project Monitoring and Costs

The program keeps careful records on each of its cases and collates
the case data each month. Information collected includes number

of cases investigated and filed, number of defendants and victims
in each case, case dispositions, amount of restitution and fines,
and estimated economic loss to victims. The following reporting
forms are used:

e A complaint report form which is completed when a
complaint is received, indicating the source and nature
of the complaint and the action to be taken (or already
taken). '

@ A case information card, which summarizes case data
from the complaint to the sentence.

@ An investigation information form, which is filled
out each month, recording the name of the investigator,
the type of investigation, and the source of the case.

® A weekly summary. sheet, for totaling the number of in-
quiries and complaints received each day from telephone
calls, walk-ins or other agencies and recording the num-
ber of investigations and case filings which result.

e Four case status sheets, one for each category of fraud
(consumer, business, government and real estate/in-
vestor), which provide relevant data for each case
and running totals of estimated economic loss and amount
‘of restitution ordered. The statistical sheets are used

- to compile monthly summary reports.

e A monthly summary report, which summarizes all case
data, describes new cases and investigations, and pro-
vides a narrative description of new developments in
the program's activities.

Copies of these forms are contained in the Appendix. In addi-
tion to the records described above, the Division keeps a file
on each case which contains all relevant documents.
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251 Project Data

The first major goal of the Seattle Fraud Division is to success-
fully prosecute economic crimes. In its first two-and-a-half years
of operation, from July, 1972, to January, 1975, the Division pro-
secuted approximately one hundred criminal cases. This relatively
modest volume of cases was the result of a deliverate policy of
emphasis on major matters. The Division has successfully prose-

cuted approximately 96% of the cases which have been ‘concluded. Of

the defendants who were. convicted, 89% pleaded guilty. Figure 3 dis-

plays the data for the period July 1, 1972 through December 31, 1974.

@

. o Figure 3 .
Case Activity 7/1/72 — 12/31/74
* *
Active Criminal Cases . 106
(129 Defendants; 849 Victims) SR
Guilty Pleas . 84
_Convictions " 10
Dismissals/Acquittals 3
Warrant Outstanding 4
Cases Pending , 5
Restitution Ordered $1,511,008
Fines $ 32,352
Jail Sentences 35 .

*
Some of these cases are still pending.

In addition to keeping track of case initiations and dispositions,
the Division estimates the dollar value of the frauds it prosecutes.
This is simple when 1t involves merely counting the number of vic-
tims in a fraudulent real estate scheme and totaling the price paid
by each person’for a lot. Economic loss estimates are more diffi-
cult to compute when they involve, for example, estimating finan-
cial loss to consumers who pay inflated prices for second-hand cars
because the odometers have been rolled back. Moreover, accurately
measurlng the -non= economlc costs of frauds is virtually impossible.
Accordlngly, the Division has, restrlcted its ecalculations to direct
and verifiable costs.: Nevergheless, the estimated total economic
loss involved in the 106 cases’ ‘which the Division has filed is over

T o83, 4 million. . The. §l.5 million ordered in restitution represents

aSLZeable proportlon of this estimate.
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It is considerably more difficult to document the Division's suc-
cess in achieving its other major objectives: deterring crime and
increasing respect for the criminal justice system. Subjective
data in the form of testimonials ‘from individuals in the Seattle
community may indicate that the Division has been somewhat‘succeSs—
ful in deterring economic crime:

e After a well-publicized case involving a supermarket
prosecuted for fraudulent meat pricing, another large
food chain telephoned the Fraud Division to get infor-
mation on meat pricing lest it be prosecuted.

e The Director of the Washington Department of Motor
Vehicles has written that ". . . the action taken (by
the Fraud Division in prosecuting the odometer roll-
back cases) has had a dramatic impact on deéalers, not
only in our state, but in neighboring states as well.
Actions which are widely publicized provide a strong
deterrent effect. . . . ."

® The reputation of Washington State as a good location
for securities fraud has reportedly vanished as a result
of King County Fraud Unit's efforts to upgrade the capa~-
bility of the state securities regulatory agency.

Division personnel believe that if the Division succeeds in the pro-
setution of major .economic crime, including powerful and influential
people,public respect for the criminal justice system will be en-
hanced. Although the accomplishment of this goal is difficult to
verify, the hypothesis on which it is based is intuitively credible.

252 Project Costs

In 1974, the Seattle Fraud:Division received funding of $145,132.

Of this total, $51,000 was:supplied by the Washington State Planning
Agency from Law Enforcement: Assistance Administration block grants,
$2,834 consisted of State’matching funds, and $91,298 was provided
by King (Seattle) County. “ifhese figures do not include several over-
head items including free sp’}e and utilities in the District Attor-
ney's Office and some servicesSiavailable to all divisions in the
prosecutor's office, such as an’'MIST system.

Funding and evaluation issues are discussed further in the concluding
¢hapter of this manual.
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CHAPTER 3
THE SAN DIEGO FRAUD DIVISION

3.1 Project Overview t

Prior to the election campaign in 1970, no emphasis was placed on
the prosecution of fraud cases and no fraud division existed in
the D.A.'s office. In the 1970 election campaign, the lack of
fraud prosecution became a prominent campaign issue. At this time
a small fraud prosecution detail was initiated and began investi-
gating this type of crime on a very limited scale. A new district
attorney was elected and began his term of office in January, 1971.

‘He immediately initiated steps to develop a consumer fraud division

and created a staff of attorneys and investigators to prosecute
fraud cases. This has since grown to include a staff of 8 attor-
neys, 16 investigators, and 6 clerical support positions.

»

The San Diego Fraud Division's primary goals are to prosecute eco-
nomic crime successfully, to deter economic crime, and to secure
redress of grievances for victims of economic crime. In relation:
to the latter goal the program has, in 1974 alone, returned over
$90,000 in property and cash to ‘victims of frauds without filing
cases; and it has returned over $200,000 to victims through crimin-
al and civil case actions in that same year.

The program handles a large volume of consumer complaints (1,182
computed in 1974), as well as a fairly heavy caseload of major

cases (39 criminal and seven civil cases filed in 1974). Hajor
cases have included real estate, securities, insurance and other

frauds, as well as embezzlement, corruptlon, false ~advertising and
bribery cases.

%
Data on the total dollar value of frauds perpetrated are not
available. ' <
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The Division has developed a number of operating principles with
which to pursue its goals. Many of them are similar to those
aflopted by the Seattle Division, such as hiring expert staff,
developing working relationships with other agencies, filing ma-
jor impact cases, winning cases economically, publicizing its
activities, naking full use of existing statutes, and pressing for
legislative change. In addition to these objectives, the San
Diego Division attempts to make effective use of a computer-based
complaint filing system, which allows it to identify persistent
suspects, or persistent victims, and to detect other patterns in
oriminal activity.

The remainder of this chapter describes the organization, staff,
operational process, monitoring procedures and costs of the San
Diego Fraud Division, and portrays the various features which have
contributed to the success of this program's efforts to combat
aconomic crime, ,
7

3.2 Project Administration

The San Diego County Fraud Division is organizationally and phy-~
sically separate from the other divisions of the District Attox-
ney's Office. The Division's investigators, however, report. to

the Chief Investigator, rather than to the Fraud Division Chief
Deputy. This dual allegiance makes the investigators Ffunction-
ally responsible to both the Chief Deputy and the Chief Investiga-~-
tor, but administratively responsible only to th& Chief Investiga-
tor. The overlap of responsibility has apparently not detracted
from the Fraud Division's efficiency or success, and represents
another approach to avoiding possible pressuré on investigators

to make cases for the Chief Deputy. All staff are full-time,
including the Chief Deputy, six attorneys, seventeen investigators,
and six clexical staff. Figure 4 illustrates the office organiza-
tion.

Generally, each major case ig assigned to one attorney and one in-
vestigator, in order to provide continuity from case dewvelopment

to trial. Cases are assigned primarily on the basis of time avail-
ability, but skills, preferences and experience are considered when-
ever possible. '
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The Chief Deputy manages his staff in a way that promotes initia-
tive and independence, allowing.them to make their own deciszions
and holding them responsible for the quality and timeliness of
their investigative and prosecutorial work. There are few formal
meetings with the attorneys. The Chief Deputy also fosters a
close working relationship between attorneys and investigators,
encouraging them to work together to develop complete cases,
rather than dividing all their tasks into separate attorney and
investigator responsibilities. ‘

The Chief Deputy spends about three~quarters of his time on admin-
istrative tasks and the rest on investigation and prosecution.
Until recently, he handled all the administrative duties of the
Fraud Division; now, some of this work is delegated. The Super-
vising Investigator assigned to the Fraud Division monitors the
work of the four assistant and twelve field investigators, and one
of the assistant investigators spends approximately one quarter of
his time supervising the work of the other three assistants. The
other assistants work nearly full~time on substantive rather than
administrative tasks, except for one assistant investigator who
tabulates caseload figures every month.* There is a moderate
amount of paperwork which all staff must complete, including up-
dating information on new case developments and completing time
slips, investigation reports, witness lists and progress reports.

3.3 Staffing

Since its inception, the Fraud Division has expanded considerably.
The staff increased from one attorney and twe investigators in
late 1970 to eight attorneys, twelve investigators, four assis-
tant investigators and six clerical staff five years later. The

ratio of investigators to attorneys has remained constant at
about 2:1.

Asgistant investigators do not actively participate in the in-
vestigations, but handle phone complaints and walk-ins and in-
vestigate cases through telephone calls,

s

N

This'high ratio of investigators to attorneys reflects the Division's
stated policy of relying primarily on its own investigative capabil-
ities, so that it can avoid the complications involved in securing
assistance from other sources. Prior to the new District Attorney's
first election in 1970, and the start of his term cf office in Janu-
ary 1971, the office had used its own investigators only to ccmplete
cases brought to it already investigated by other law enforcement agen-
cies. The new District Attorney's contention has been that the office
should investigate cases which other agencies do not handle.

The Division's Chief Deputy has considerable expertise in criminal
law, a strong commitment to prosecuting fraud cases, and approxi-
mately two years' experience in crime investigation and the pros-
ecution of economic crime. To continue to develop his skills, he
still attends meetings or training sessions conducted by NDAA's
Economic Crime Project and. seeks advice from colleagues in other
jurisdictions.

The Deputy Attorneys and the investigators in the Division are
also individuals who have acquired a considerable amount of exper—
tise. The high quality of the staff is due to several factors,
including the following:

e strong support from the District Attorney, who has ap~
pointed experienced investigators and attorneys to the
Fraud Division;

e relatively high pay, which contributes to motivation and
reduces turnover;

o recruitment of attorneys who already have extensive trial
experience (e.g., attorneys from the office’s Appellate
Division);

e hiring investigators who have criminal investigation
backgrounds (e.g., former police officers, military
intelligence officers, a former fire department arsos
investigator);

e the fact that the Fraud Division Chief has the opportu-
nity to observe most of the candidates in action in the
Appellate and other divisions of the office prior to
their transfers to the program; and

S
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Even the assistant investigators have extensive hackgrounds in
investigation and law, and can handle most of the problems which.
they confront without relying on the assistance of the field
investigators or the deputy attorneys.

Trial

o
-

Charges-
filed

One Certified Public Accountant and one auditor have been :
employed with funds provided by NDAA's Economic Crime Project,
and one full~-time CPA/attorney has been assigned to the division ;
by the County Auditor's office. ' The Economic Crime Project has 1
also funded an investigator for one year who has a background in :
economic crime. The District Attorney's Intelligence and Special
Operation Division and the Organized Crime Task Force also
contribute expertise as needed.

investigators

stigator
and/or files

Grand Jury
Consultation
between
inve
and deputy
+
f
agencies’

Staff Training consists of both on~the-job and formal instruction. i
New field investigators are assigned to an experienced investiga- ,
tor in anh apprenticeship fashion. In addition, new investigators B ' ]
attend ‘bi-weekly training sessions on investigative techniques. i
Assistant investigators, who frequently have prior experience in
fraud work, are trained by spending two or three days listening

in on phone calls and walk-in sessions conducted by an experienced
assistant. They then begin to take their own calls and handle
their own walk-in cases, requesting advice from other assistant
investigators as needed. Deputies also learn while on the job,. ]
working initially on straightforward cases under the Chief
Deputy's supervision.

case investigated

Figure b
Processing Overview
Complaint‘form

completed and

o
o

v
95% of citizen
complaints
resoived by

assistant
investigators

3.4 Operations

Fraud
Division

Figure 5, on the following page, illustrates the processing of
typical cases. Each stage in this process is described briefly
below.

.

1

i

3.4.1 Case Intake and Screening

Complaints are generally received by the Fraud Division from two
sources: telephone calls and walk-ins, or referral from othexr [

District Attorney

(2%)*

Sheriff's Gffice -
@ San Diego Police

Department :
© Real Estate Board

Corporations

& San Diego County —

Citizen Complaints

(70%)*
(28%})* , primarily

® Dezpartment of
*Indicates percent of filed cases referrad from each source,

SOURCE AGENCIES
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agencies. Over 90% of the former complaints are resolved by
assistant investigators immediately, or with an additional call
or two. In the unresolved cases, citizens £ill out written com-
plaint forms and these casess receive further attention from
Division Investigators. In cases referred from other agencies,
written complaints are registered directly by Division Investi-
gators.

® In 1974, the Division received 13,523 phone calls,
over 50 a day,- and 747 walk-ins, three a day. Most
of these contacts related to one of five areas: auto-
mobile and appliance purchase and repair problems;
landlord~-tenant disputes; contractual problems; com-
plaints against home improvement and furnishing com-
panies; and misleading advertisements.

e During the same year, 1,812 written complaints were
received, most of which involved either one of the
above problems or theft. Figure 6, on the following

page, provides a partial breakdown of written complaint

by type of case for a six-month period in 1973.

Filed cases which result from these complaints consist primarily
-of fraud (theft) cases, but also include corporate securities
cases, land frauds, and false advertising. Figure 7, also on the
following page, is a breakdown by subject area of criminal cases
filed over a six-month period in 1973.

Both civil and criminal cases are handled, although only high im-
pact civil cases are filed becauss of the resource commitment re-
quired. Nearly 30% of total attorney time is devoted to civil
cases, while two out of the twelve field investigators work on
civil cases. e

The Division has primarily reacted to compliants in obtaining
its cases. Because of its high public visibility, it is con-

stantly supplied with complaints from citizens and from other agen-

clies. Nevertheless, it has also taken the initiative in several
important and successful activities, including the following:
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Figure &
Complaint Breakdown by Cases over Six-Month Period in 1973

Auto Repair 42 Solicitation (tele-

Auto Sales (including . phone, door-te-door,

leasing--all types of e 33
vehicles) . - 62 Personal Property

Appliance Repair ==—====—=-- 17 R 62
Appliance Sales ——=——====——— 14 Advertising —=-——==-m--- - 89
Employment Agencies =mm—mm—m 3 Schools (Private) ———-———- 6
Real Estate Fraud =-———=—-== 48 Pyramid Clubs ‘=——-—===--- 7
Deposits, Rental Mails T -—= 9
Agreements -~ 5 Magazines (Books, etce)=~ 7
Contractors Financing =~————=————s——— 13

(Building, etc.) ===-===--- 24 Department Stores

Home Furnishings (includes {(Miscellaneous merchan=

interior decorating) -——==—=- 40 dise; see also home
Clothing (includes iugnlzhznz?’.Cl?tﬁifgi___ 1
cleaning) 6 nd advertising
‘ ’ Corporate Securities,
Franchises ====rir——w=———= g
Figure 7

Criminal Cases Filed
{may include multipie defendants)

Fraud (Theft) .. e o i e i e . 25

Corporate SeCurities : e e e e e e e 5
Land Fraud (Majoﬁﬁ 1 to 9 defendants per case) --—-—-- ———— 5
Auto Repair Fréud'-— e '*‘“‘,. ..... s 5
- Medical Frauds (Medical. Quackery) —-- BT — 3
Franchise Vviolations ~ - - : ) 2

TOTAL ~—- : _ “ -~ 45
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e investigating p0351b1e frauda Wlthln organizations
seeking charitable contrlbutlons,

e monitoring newspapers for false advertising of silver
and gold futures; :

e collaborating with the Department of Welghts and Measures
during the gasoline shortage t@; collect samples of gaso-
line for octane analysis, to détect dilution (none was
found);

@ using an undercover automobile to determine the honesty
of car repair shops (five criminal charges resulted) and
transmission shops (no fraud was found);

e promoting the passage of legislation, including the rec=—
ommendation of a provision in the Business and Profeg~
sional Code making it illegal to misrepresent facts in
real estate transactions, with a penalty of $2,500 for
such misrepresentation. (The Chief Fraud Deputy and
another deputy also testified before the State Legisla~-
ture on a cancer quackery bill, which was passed, making
it a felony to misrepresent a method or device as a cure
for cancer.)

Case Screening The Division's general approach is to process all
consumer complaints which are within its jurisdiction. . There are
two reasons for this policy: (1) the Division tries to provide
services to all victims of consumer fraud, large or small; (2)
Division personnel have found that many major fraud cases come to
their attention from everyday consumer complaints. There are
certain exceptions to this policy. Bad check cases are referred

to the sheriff and to the San Diego Police Department. Misdemean-
ors are referred to the City Attorney. Cases solely within another
agency's jurisdiction (e.g., weights and measures cases) are refer-
red to that agency. Corruption cases are usually handled by the
District Attorney's Special Operations Division instead of the
Frauvd Division, although some corruption matters have been prose=
cuted by the fraud unit when linked to’ larger-fraud cases. The

Division also attempts to refer” to the Superior Court Division some

simple fraud cases such as minor embezzlements against businesses,
so that Fraud Division staff can concentrate on more complex cases.

Pour major criteria are used to decide which of the remalnlng cases
to file:

» potential for publicity and deterrence;
» amount of money involved;
® number of victims; and

& possibility of successful prosecution.

The Fraud Division has no guidelines stipulating exactly what the

actual extent of the publicity, the dollar value, or the number of
viectims must be for a case to be filed. Civil actions are genex-

ally brought only against repeated and flagrant violators because

of the cost in time and labor of seeking civil remedies.

Assessing a matter for its suitability as a court case is a con-
tinuous process with every attorney and investigator attempting to
resolve problems out of court whenever possible, and reserving
cases for litigation when other solutions fail. Assistant inves-
tlgators attempt to. resolve all the initial call-ins and walk-ins,
usually by Lelephone calls or letters (which include copies of
appropriate laws) to the alleged offender. But each complaint for
which a form is: completed is'also checked against the computer-
listed roster of prev;aus complaints; if the suspect has been the
subject of sevamal complalnts, further investigation is usually
made and a summary of the sults is reviewed by the Supervising
Investigator and then by a“deputy prosecutor, whe considers the
suitability of prosecution. The assistant investigators may con-
sult with attorneys early in their investigations to make sure the
case warrants continued attention, but the decision to discuss a
case with an attorney lies with the investigator. The field inves-
tigators make the same type of screening decisions,. The attorneys
ultimately decide which cases to file, briefing the Chief Deputy
on their decisions. The Chief Deputy must approve every case be-
fore it is filed. Because the investigators usually consult attor-
neys early in their investigations, only rarely does an attorney ox
the Chief Deputy decline to file an investigated case.

An average of six civil and 53 criminal cases per year (1971~1974)
have been initiated. A¢most three-quarters of all cases which actu-
ally go tao court, 1ncludmng most major fraud cases,begin with com-
plaints made by private” éltlzens. About 2% of the cases filed are
referred to the Division by other members of the District Attorney's
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Office. The remaining cases filed result from referrals by other
agencies, primarily the Department of Corporations, the San Diego
County Sheriff's Office, and the San Diego Police Department.

3.4.2 Case Processing

There are five major steps in the Fraud Division's processing of
cases, though not all of them apply to every case. These steps
are: ‘ S

(1) Investigation of complaints to resolve minor cases and
preparation for major cases;

(2) Use of a computer-based complaint file to identify
patterns in fraudulent activities;

(3) Cooperation with other agencies in investigative woxl;
4) Publicity in appropriate cases; and

(5) Securing meaningful dispositions in cases that are
litigated.

{nvestigation. Four assistant investigators handle phone calls
and walk-ins on a rotating basis, with two accepting complaints
and two investigating cases every day. As many as 90-95% of these
complaints are apparently resolved by the assistant investigators
during the call or meeting, or shortly thereafter. Common methods
for handling cases include: ,

e telephoning an alleged wrongdoer and recommending reim-
‘ bursement or scme other resolution satisfactory to the
complainant; '

e recommending small claims court, if there has been no
criminal activity and the amount in dispute is under
$500, or consulting a lawyer if it is over $500;

@ determining that no crime or cause for civil action is
involved and so informing the complainant;

® writing a letter to the‘bfféﬁaiﬁg party citing the com-
plaint and pxoposing an appropriate resolution; or

» sending a letter to an apparent repeaﬁed violator
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over the Chief Deputy's signature, indicating that a
subsequent complaint or failure to resolve the pending
complaint(s) satisfactorily will result in prosecution.

If the complaint is apparently legitimate and has not been re-
solved, the investigator mails the complaining party a complaint
form to complete and return. Information requested on the com-
plaint form includes the name and address of the victim(s) and
suspect(s) and the basic facts of the case. In addition, the
assistant investigator requests all documents--deeds, contracts,
ete.~-and duplicates them, returning the originals to the com-
plainant and inserting the duplicates in the case file.. The Su-
pervising Investigator then reviews the complaint and, if he'®
determines it to be valid, passes it on to a clerk who indexes it
by year, month and number. The clerk fills out a ¢omputer form
with the names of the victim(s) and suspect(s) and searches the
computer file for previous complaints against the same suspect and
for aliases. This information is passed back to the investigator
and is included in the case file. If the computer information
indicates prior complaints against the same suspect(s), the case
is assigned to the investigator who handled the previous victims.

When the case file is complete and includes the complaint form,
duplicates of all relevant documents, and the results of the com-
puter cross-check, the assistant investigator turns the file over
to the Supervising Investigator, who reviews it. The case is then
assigned to a field investigator if it seems to require immediate
attention-~for example, because of the imminent expiration of the
statute of limitations, or the seriousness of the case. Virtually
all of the cases, however, are not immediately assigned, but placed
in a chronological file of unassigned cases. Whenever the inves-
tigators have time to take up new cases, they take the oldest case
from the file. There has been a fairly constant six-week backlog
of cases for the past year.

When field investigation is required, an assistant investigator
must obtain the services of a field investigator through assign-
ment by the Supervising Investigator. Early in the investigation,
the assistant or field investigator congults an attorney assigned
by the Chief Deputy to the case to make sure the inquiry is pro-
ceeding appropriately and that the case should, indeed, be further
examined for eventual filing. After this initial consultation
between investigator and attorney, the necessity or frequency of
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further consultation with a Deputy depends on the case. The inves-
tigator provides the relevant details of each major case develop-
ment~-new victims, new suspects, new aliases, or disposition--to
the computer file. A transcript of the data is provided for the
Supervising Investigator and the appropriate Deputy and becomes
part of the permanent case file. Investigators also submit weekly
progress reports that update each case they are developing.

When the investigation is complete, the Supervising Investigator
reviews the complete case folder and then passes it on to the
Chief Deputy. He may review it himself or pass it directly to
another deputy. If he or a deputy decides that more investigation
is needed, a work request sheet is completed and routed to the
investigator via the Supervising Investigator.

The cases which do not originate from telephone calls or walk—in
complaints but are referrals from other agencies or from the Dis-
trict Attorney are initially assigned to a field investigator by
the Chief Deputy, in consultation with the Supervising Investigator.

Use of the Computer. As noted above, the Fraud Division staff add
certain items of information to a computer file as cases are devel-
oped. A print-out, distributed to every staff member, includes

the names and aliases of suspects and victims, the nature of the
alleged crime, the disposition and date, the current status of the
case, and a cross—-reference that relates the case to other cases.

A sample print-out page is provided in the Appendix.

The print-out serves two major purposes. Flrst and most important=-
ly, it enables the Division staff to detect patterns of victims
and/or suspects so that they know whether the case involves an
isolated incident or an extensive and repeated pattern of abuse.
The print-out also enables the Division staff to identify chronic
complainers.

Second, the print-out allows the Divigion to coordinate its inves-
tigations with other agencies to ensure that there is no overlap
in their work. Copies of the print-out are routinely distributed
to the City Police and the Sheriff, and are available to the
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Attorney General and City Attorney gs well. B2also, when anothex
agency ingquires about a particular suspect, project staff can
produce the information immediately. :

The print-out is published monthly, but updated weekly. Whenever
an investigator has a new development on a case, a form te update
the computer file is immediately filled out. The print-out is
perlodlcally purged of dead cases, but a dead file is kept in the
event-that new complaints are received.

Liafson, The Division receives assistance from other agencies in
apprcx1mately 20% of its investigations. This aid comes from

- agencies such as the State Depariment of Corporations and Depart-

ment of Consumer Affairs, the County Auditor, the San Diego County
Sheriff's Department, the Federal Bureau of Investlgatlon and the
Securities and Exchange Commission.

Although the Division prefers not to rely extensively on the inves-
tigative assistance of other agencies, cooperation from regulatory
and law enforcement agencies in appropriate cases does enable the
Fraud Division to prosecute a greater number and variety of cases.
Other agencies can provide the Division with additional investiga-
tive resources and certain important types of expertise--for ex=-
ample, the expertise which the Department of Corporations attorneys
can provide on the corporation laws. These outgide agencies can

"also supply administrative subpoena powers, which reduce the

Division's reliance on the grand jury; knowledge of the law and
precedents, which saves the-Division the time which would be re-
quired to research them; and intelligence files, which provide the
Division with useful background information.

The Division collaborates most frequently with the Department of
Corporations. This Department becomes involved inmediately in
Division cases that involve businesses, performing essential in-
vestigative tasks, providing expertise on corporate law, and
supplying information on other complaints against the same suspect.
The Fraud Division also telephones the Department foriadvice, for
example to learn if a particular activity constitutes a corporate
securities violation. Finally, the Fraud Division takes advantage ..
of the Department's subpoena power for obtaining business records.
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The Division has working arrangements with severxal other agencies.
It makes use of the County Auditor's staff for investigative as-
sigtance when professional accounting skills are required. At the
request of the City Attorney, the Division investigates selected

misdemeancrs. The City Police Department frequently refers cases

to the Division.

The Chief Deputy's approach to establishing relationships with
other agencies has been to make initial contact with the investi-
gative staff, rather than administrators. On appropriately lim-
ited matters, one-to-one cooperation between staff of the outside
agency and fraud unit staff has provided good results without
posing political or administrative problems.

In addition to seeking help on its own cases, the Division provides

investigative assistance to other agencies whenever it is re-
quested, for example, loaning two investigators to the City Attor-
ney on a part-time basis. While it is an accepted policy of the
Division to" prov1de ‘such assistance, demands for help by other
agencies have not been excessive.

Fthbﬂy The Fraud Division's efforts to attract publicity in-
clude issuing press releases, making television presentations and
speeches, and publishing written materials. These efforts are
designed to provide information about the Division's services, to
increase public awareness of consumer fraud,* and to deter would-
be defrauders. The District Attorney's office has a full-~time
press relations officer who attends regular meetings between the
District Attorney and the Fraud Division Chief Deputy, interviews
investigators and deputies, and writes press releases. Each week,
reporters assemble in the District Attorney's office for an off-
the-record preview of the week'’s activities, so they can keep
space and time avallablen

;. For example, during the Christmas holldays of 1974, a local
television channel produced an interview with a Fraud Division
investigator on how to detect charity frauds.

Fae
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3.4.3 Case Disposition

The San Diego Fraud Division's success in civil cases has been
facilitated by three particular statutes in the California penal
code. First, a new state law provides a $2,500 penalty for every
instance of unfair business practice and states that violation of
any law may be charged as an unfair business practice in a civil
complaint. Second, the Business and Professions Code provides
for civil remedies for each instance of false or deceptive
advertising, regardless of intent to deceive. Thirxd, a recent
(1973) law permits restitution to victims in civil cases brought
by the County. It should be noted that although these statutes
are particularly valuable to the Division's prosecution of cases,
they are not indispensable. As in most other jurisdictions, San
Diego's fraud unit operates under other laws that would enable
any aggressive fraud program to seek damages and restitution.

An interesting example of a civil disposition obtained by the Di-
vision is demonstrated by a price fixing and unfair competition
case involving a medical laboratory. In that case, while the par-
ties in the settlement denied any wrongdoing, they did agree to
payment of a civil penalty of $75,000, of which $35,000 went to

the county treasurer, $18,000 to the District Attorney to cover ex-
penses and costs incurred, and $22,000 to the District Attorney to
be refunded .to patients allegedly overcharged for laboratory tests.
In addition, the judgement stipulated that all contractual relation-
ships between the laboratory and the physicians also named as de-
fendants would be terminated.

Tn criminal cases, the Division uses plea bargaining to help re-
duce the number of trials required. Typical bargained resolu-
tions involve accepting a plea on one count and dismissing all
other counts. However, many nolo coritendere pleas and a few plea
bargains reducing felonies to misdemeanors are also accepted.

The Division seeks jail sentences in most criminal cases and
occasionally plea bargains over sentencing recommendations. Such
bargains normally occur in cases where the judge is unlikely to
sentence the defendant to jail and the defendant has agreed to
full restitution.
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The Division tries to investigate every case thoroughly so that by
affording the defense complete discovery at an early stage (as re-
quired by state law) the suspect can be persuaded of the futility
of court proceedings and agree to plead gquilty or otherwise
resolve the complaint without a court appearance.

3.5 Project Monitoring and Costs

The San Diego program collects extensive data on each of its cases,
including the names of the suspects and victims, the nature of the
alleged offense, the results of the investigation, the amount of
time spent on investigating each case, the disposition, and so
forth. In addition, the program utilizes various forms for up-
dating computer print-outs, for registering complaints, etc.

The following case monitoring forms are used:

e Complaint forms, f£illed out by victims, which record
the name and address of the victim and suspect(s) and
the details of the alleged offense. The disposition of
the case is also recorde? opn this form by the fraud
staff member who handles thé ore:plaint. The form is
printed in both English and & rsh.

e Investigative services regquest forms, which are filled
out (1) by an attorney, to request evidence from an in-
vestigator; (2) by the Supervising Investigator, to out-
line the investigative tasks required from a field
investigation on complaints which are not resolved by. an
assistant investigator; and (3) by the Supervising
Investigator to describe the informational needs
required in cases which are being investigated by
police or other outside agencies.

e Case rejection forms which are filied out'by attorneys
when a case referred by another agency is refused by the

Division. This form is also used on those rare occurrences
when a case already investigated by a Division staff member
is rejected. Case rejections must be approved by the Chief

e Case action reports which are filled out by attorneys to
record any developments in cases, such as grand jury
hearings, motions, depositions, dismissals, and so forth.
The action reports are used to compile monthly reports on
Division activities.
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e Disposition slips which are £illed out by investigators
or assistant investigators om the disposition of com~
plaints received by telephones. The information recorded
on this form includes the case number, nature of the
complaint, the amount of money or property recovered,
the type and date of the disposition, and the name of
the investigator.

e [Time sheets which are filled out by investigators to
record the amount of time spent on each case. This in-
formation is used for internal monitoring purposes.

e Statistical sheets which are filled out by investigators
to enter information to the computer. ' Case data used for
this purpose include the names of the victim(s) and
suspect(s), the nature of the complaint, the type and
date of the disposition, and the name of the investiga=~
tor assigned to the case.

In addition to the information recorded on the forms descyribed
above, the program maintains case files, which contain relevant
documents and other information, and keeps a rumning total of
telephone and walk-in complaints and case actions. Coples of the
Division's case monitoring forms are included in the” Appendix.

3.5.1 Project Data

The San Diego Fraud Division is both a high volume operation which
processes all consumer complaints it receives, and: an impact case
program which prosecutes major fraud activity. Figure 8 shows the
number of consumer complaint cases handled in 1974.

Figure 8 ;
Complaints Handled in 1974
Phone Complaints Received 13,523
Walk-in Complaints “ 747
Formal Complaints Received 1,812
Completed 1,639
Cash Returned to Victims (without £iling) $ 78,426

Property Returned to Victims (without £iling) $ 15,062
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Figure 9 |

. More than ninety percent of the phone call complaints and the vast “C : . . Casss Initiated 1971-1974
majority of the walk-in complaints are addressed and solved to : ~ ) 74 N
the complainant's satisfaction by the- assistant investigators. b 1971 1972 1973 2 Total
Those not successfully resolved become filed cases. o i
Y b Criminal Cases Filed 46 55 71 39 211
| Defendants 70 68 81 66 285

In four years (1971-1974) the Fraud Division filed 211 criminal ] . ,
cases and 22 civil actions. In 1974, 56 criminal cases and 79 : Civil Cases Filed 10 2 3 7 22
defendants reached final disposition: 71% of the defendants and :
79% of the cases resulted in findings of guilty after plea or
trial. Some 79% of the guilty defendants entered pleas of guilty
or nolo contendere instead of going to trial. Figures 9 and 10
on the following page display details. Though the total dollar
loss associated with the cases filed is not known, these data
provide some indication of the accomplishments of the San Diego
Fraud Division in resolving consumer complaints, providing
redress for the victims of economic crime, obtaining favorable
results in criminal prosecutlons, and obtaining major civil

SN

Figure 10. .
Case Activity 1974

Defendants (includes 52 defendants
from cases filed in previous years)

judgments. ' : : Guilty by plea or nolo 44
' | 1 Guilty after .trial - 12
Like the Seattle program, the San Diego program has been unable ‘ ’ Not guilty after trial ‘ 1
to verify its deterrent effects. A series of testimonials and Dismissed 22
other subjective data do, however, provide some ev1dence of the 5 . 18
Division's achievements in this area: % Warrant Outstanding 4
' : Pending (including fugitives) - _21
@ Due to much adverse publicity and ;
- . . TOTAL
$45,000 in settlements against se- \ ; . : 118
veral swimming pool contractors re- i Criminal Cases {(includes 36 cases
sulting from a civil suit brought i carried over from previous years)
by the Fraud Division, a pool con- : One or more defendants convicted 44
tractor association was formed to : L. . .
help restore the reputation of 5 Dismissed against all defendants* ’ 12
the industry. f Pending o 4
e New complaints against swimming pool manufacturers are }; Warrant Outstanding ~ e
routinely referred by the Fraud Division to the dealer association's . TOTAL B 75
arbitrator, a position establishedas a result of the settlement noted _ i Criminal Fines: $ 20,625
above. These complaints have apparently been settled to the com- ﬂ? Co . . : '
plainants' satisfaction, since the Division has not been re-contacted. ‘ Restitution (criminal cases) #138,287
‘ ® Several other business associations have become more or- = Civil Cases Filed L ' 7
' ganized and conscientious, including the carpeting industry, garage e Civil Recoveries (3 cases settled) $ 95,000
owners, and television repair companies. (However, this banding to- o
gether may not reflect an attempt at self-policing but rather a ' 3 * Includes some cases in which
method of uniting to protect themselves against the Fraud Division.) ,g ‘ restitution was obtained
48 ' ' 49
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@ When the Fraud Divisign filed against one industry for
failure to obtain the requisite business licenses, other businesses
called the D1v1510n to £ind out if they needed to be licenged.

® The Independent Garage Owners' Association conf ‘erence
cited the Fraud Division program and invited the Chief Deputy to-
speak. In addition, the Division now gets quick results when it
calls a garage on a consumer complaint. One mechanic reportedly lost
$100,000 during the year follow1ng his prosecution by the Fraud Di-
vigion,

, . REFUSE!
e After filing five cases against auto- | REFY

mobile repair shops the Division sent
its. decoy car to yet another repair shop
to determine whether an impact had been
made. A long order of unnecessary work
was written which the mechanic on duty
refused to f£ill. After trying to per-
suade another mechanic to do the work,
the writer admitted to the undercover
agent that the var needed no repairs
and was successfully prosecuted with
the aid of testimony from the two me-~
chanics and the shop's owner.

3.56.2 Project Costs

In 1974, the Fraud Division's budget was approximately $500,000 out
of a total departmental budget of $5,625,848, or nearly 10% of the
entire District Attorney's budget. The project also received
$45,000 in 1974 from the Economic Crime Project of the National
District Attorneys Association. The cost of using the county-owned
computer is a budget item which is fairly unique to San Diego.

Two thousand dollars were spent on the initial conversion of flles,
wnd current maintenance costs are $200 per month.

A more thorough discussion of evaluation and cost issues is prOV1ded
in Chapter 5.
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CHAPTER 4
SUMMARY OF MAJOR ORGANIZATIONAL ISSUES

This chapter discusses several issues which must be addressed in

~ implementing an economic crime program. Based on the experience

of the two projects described in previous chapters, the discussion
covers four specific areas: program organization; personnel
(qualifications, recruitment, training); relationsHips with related
agencies; and subsidiary unit activities (public information and
legislative reform).

Throughout this chapter, references are made to a report which has
summarized the first-year experiences of the fifteen participating
units 1n the NDAA's Economic Crime Project '~ (Battelle First Year
Report). Based on considerable on-site observations and review.of
project materials, this report offers a useful synthesis of operat-
ing experiences in a range of jurisdictions including Seattle and
San Diego. Thus, in addition to including relevant comments in this
chaptex, a section of that report entitled “Establlshlng An Economic
Crime Unit: Lessons Learned@ from the NDAA Economic Crime Project,"
has been reproduced in its entirety in the Appendix. Whilz this
chapter highlights the experieucesof the two exemplary projects,

the Battelle report should be consulted for a more comprehensive re-
view of a range of replication issues. 1In addition, since many
issues relatasd to case screening and deéevelonpment are beyond the

scope of this manual the reader is again referred to the forthcoming
LEAR publication cited in Chapter 1. That publication will contain
current information on white collar criminal investigation and pro-
secution techniques, and resources avallable to train law enforcement
personnel in this area. :

* pattelle Institute, Law and Justice Study Center, Huwan Affairs
Research Center, Research and Evaluation Report on the First Year
of the Economic Crime Project, National District Attorneys Asso-
ciation, July 1, 1973 to June 30, 1974.
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4,1 Project Organization

Maximuni physical separdtion and operational independence within
a prosecutor's office appear to be highly desirable for_a fraud
unit. There are a number of factors which support this contention.
First, a completely new division is likely to be more innovative
in its approach, which is particularly important for the success
of an economic crime division. A majority of the new division's
staff members would probably be dealing with an unfamiliar set of
investigative problems and laws, as well as a different type of case.
Dealing with economic crime generally demands some degree of crea-
tivity, as well as experience with standard criminal law practices.

A separate organizational structure would also discourage possible
interference from other divisions in the prosecutor's office, and
ensure the full-time availzbility of fraud division staff. Other
units, which usually handle a very large volume of cases, might
otherwise make continual demands for fraud division staff time,
since the latter's caseload would probably be relatively small.

Both the Seattle and San Diega Fraud Divisions illustrate how in-
dependence from the other divisions in the Chief Prosecutor's office
has enabled them to function effectively without being distracted
by the demands of the other divisions.

In small prosecutor's offices, such separation may be difficult

or impossible to achieve; it. may also be a problem in large offices
when a fraud program is first established. If a separate unit is
not feasible, the problems described akove might be avoided, to
gome extent, if the Chief Deputy selected to head the unit is a
full-time prosecutor of economic crime.

Although a separate identity appears critical, cooperation among
Divisions is nonetheless important. . The Battelle First Year Report
has noted that:

"In those instances in which jurisdiction is limited, in
whole or in part, we regard it to be essential that there
be a maximum of interaction between the project’s economic
crime units, and other units within their offices which
have overlapping subject matter jurisdiction, because,
(1) Where the unit is limited to civil cases and
consumer complaint servicing, the work of the
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unit can be an invaluable source for identification
of patterns of activity warranting the attention
of major fraud or other felony divisions of the

. office. P s

(2) 1t is usually. good prosecutive practice, in econo-
mic crime cases, to use the services of investi-
gators at all stages of proceedings. There is no
reason to assume that this should not apply in the

‘ case of unit investigators and attorneys.

(3) There may be cases, or aspects of cases, which come
to the attention of other divisions of the dis=
trict attorney's offices which should be referred
to the economic crime unit. Visibility and good
communication should promote thig,"¥*

Staff Roles

There are several factors involved in the definition of specific
unit staff responsibilities and the development of a program's in-
ternal administrative procedures. Two of the basic elements are:

@ establishing staff working arrangements -- Hcw closely
will attorneys and investigators work together? Will
individuals specialize in certain prosecutorial functions,
or develop single cases from inception to verdict?

® defining staff responsibilities -- Who is responsible
for making decisions about individual cases (e.g.,
whether to prosecute, what charges to bring)? Who is
responsible for specific tasks (e.g., court appearances,
paperwork)? Who handles what type of cases (e.qg.,
civil cases, bribery cases)? )

Attorney/Investigator Relations

Qefining appropriate attorney/investigator relations -is particularly
important for:fraud programs, especially when thorough investigation

* . ’
Battelle First ¥Year -Report, pp. 45-46.
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iz a cruclal element of the program's case development procedure.
Two types of organizational relationships between investigators
and attorneys have. been described by the Battelle report.

;”The sequentlal approach is probably the most common

 investigative arrangement. Under this approach, the inves-
tigator consults with -an assistant district attorney re-
garding initiation of an investigation, and after laying
‘the groundwork and probable direction of the investiga-
‘tion, acts on his own until he believes the investigation
is completed. The investigation file is then turned over
to the unit chief or trial assistant .for review and fur-
ther action. Of course, in practice there will always be
at least intermittent consultation with attorneys during
the investigative process, particularly in major or com-
plex cases, but in general the investigation becomes the
primary responsibility of the investigator until com-
pleted under this approach.

"Under the team approach, an attorney and an investigator
(at a minimum) work togethex from beginning to end on a
case....particularly on cases in which special investi-
gative skills are needed. These skills might include
accounting, expert mechanical experience, or computer
expertise. Some econsmic crime units have been able to
hire investigators with legal background who can serve

as oné=person teams, achieving the economy of effort

of the sequential approach to investigations and the broad
perspective of the team approach."¥*

“

In relatively simple cases, such as certain consumer complaints,

it would probably be most efficient for investigators to complete
cases and turn them over to attorneys for prosecution. Most major
fraud cases are complex, however, and require intricate investi-
gation and careful review and interpretation of statutes. The
investigators would be wasting considerable amounts of time if they
.did not consult with attorneys early in their investigations, to
nake sure that the cases will not be-summarily rejected when they
are reviewed by the attorneys. Moreover, since full-scale prose-
cution of economic crime is relatively uncommon, and most people

* Battelle First Year Report, see Appendix E, p. 149 of this manual.
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are nevw to the field, it would probably be useful for attorneys
and investigators to share their knowledge and skills. In addition,
close working relationships between attorneys and'investigators
could conceivably increase their understanding ofione another's
roles and, therefore, contribute to more effective performance.

Case Assignment

staff assignments may be made on a task basis (staff members
specialize in certain functions), or on a case basis (staff members
develop complete cases). The choice between these, or other, N
approaches would depend on many factors including the experience
and abilities of the staff, the types of cases, and the organiza-
tional structure of the division. In Seattle, case continuity is
seen as an important factor; thus specialization developed along
case types rather than functional lines.

A related issue is whether or not fraud programs should try their
own cases or leave trial work to general trial bureaus. While
both Seattle and San Diego try their own cases, the Battelle
Report has indicated that the question deserves careful consider=—
ation.

"Those who oppose general trial bureaus argue that econom-
ic crime cases are complex and require mastery of a sub-
stantial body of fact, and thus should be handled in court
by the economic crime unit attorneys who have studied the
relevant law and thoroughly know the case. Those who
support a551gn1ngltr1als to a general trial bursau argue
that effective trial work requires familiarity with and
experience in the courtroom, which economic crime unit
staff generally lack because they do not try a large num-
ber of cases, and that putting the staff in the courtroom
would remove them for too long from the other activities
of the unit because of the length of many cases. If the
economic crime unit staff will not try its own cases,

it is essential that it still participate to the max1mum
extent possible with the assistant trying the case --

at all stages of the proceedings. If the unit staff can~
not see, feel, and understand how its work product is being
used, it is questionable whether it can effectlvely in-
vestigate and prepare cases for prosecution."*

* Battelle First Year Report, see Appendix B, pp. 126~7 of this

manual.
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An important task assignment problem, particularly for programs
designed to handle consumer complaints in volume, is the desig-
nation of responsibility for numerous citizen complaints which any
fraud program can expect to receive. The Battelle report

has made the following comments about handling citizen complaints:

"Handling of citizen complaints is a time consuming task
which maxiy unit chiefs and assistant district attoxneys
have sought to avioid; however, to free themselves from
this activity, attorney staff often pass the responsibili-
ties on to their investigators, burdening, in turn, the
investigators with the same restrictive task. Investi-
gators who have major responsibilities for complaint
handling will find it difficult to take on the tasks of
detailed information gathering and analysis which are
necessary to the development of cases. ‘

Most of the units in the Economic Crime Project have
experimented with different ways of assigning staff respon-
sibilities for handling complaints, with the dual ob-
jectives of (1) maximizing the information about criminal
violations which derived from complaints, and (2) freeing
staff time. . '

Many Units which have taken on the responsibility to
adjust non-criminal citizen complaints consider it impor-
tant to isolate investigators from complaint handling.
Units which puxrsue only potentially criminal matters

tend not to have so large a complaint load and use inves-
tigators to handle the ones they receive. In either in-
stance, the challenge is to find a way in which the
complaints can be used as sources of intelligence or leads
for development of cases, yet not be a burden on profes-
sional staff. 'That is, the investigators must not become
so removed from the complaint-handling system. that they
are unaware of thée information that has been received."*

The San Diego Fraud Division receives a large volume of complaints
(approximately 13,500 phone calls and 750 walk-ins per year), and
has a large staff (16 investigators). This program utilizes
four agsistant investigators to handle citizen complaints (as

*, &
Battelle First Year Report, see Appendix E, p. 144 of this manual.
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described in Chapter 3). Most cases are resolved by an assistant
investigator, but a small percentage of the cases, which cannot
be resolved, are turned over to the Superviising Investigatoxr

for review and possible filing.

The Seattle program, on the other hand, receives five to ten
consumer complaints per day, and they are handled by legal interns
(as described in Chapter 2). The vast majority are referred or
resolved, and a small percentage are turned over to attorneys.

The assignment of individual cases will depend on factors such

as staff experience, personal preference and availability. Staff
members may either specialize in certain types of cases, or handle

a variety of cases. Specialization among staff members may result
in the most efficient and effective handling of cases. On the other
hand, the opportunity to manage a variety of cases may be prefer-
able to staff members, and generalization would facilitate more
even distribution of the workload. Needless to say, in small

units, specialization versus generalization becomes a moot issue.

The actual staffing pattern of a fraud unit, i.e., the number of
attorneys, investigators, interns and clerical staff which the pro-
gram needs, depends on its goals, its jurisdiction,-its caseload,

the extent-to which'it plans to investigate and/or try its own cases,
and, most importantly, its budget. A variety of staff sizes and at-
torney/investigator/intern ratios are illustrated in Figure .ll, which
portrays the staffing patterns of the fifteen fraud programs "included
in the NDAA REconomic Crime Project.* Generally, if a Fraud unit has
jurisdiction under the Consumer Protection Act, it will have higher
investigative resource requirements.

4.2 Personnel

It may be especially important for a fraud program to have highly
competent and experienced staff, due to the special difficulty :
of prosecuting economic crime and the potential high visibility P
of economic crime units. Pexrsonnel qualification and recruitment
sources are discussed briefly below.

* Battelle First Year Report, p. 13. Some of these data have
changed since the publication of this table.
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investigators

°

One of the key tasks of an investigation of an alleged economic
crime is to demonstrate that the occurreénce or transaction in
question was indeed illegal. The identity of -the individuals

as the "perpetrators" is rarely at issue, in contrast to the
situation with common crime. Thus investigative skills must
reflect an understanding of what constitutes illegal business
practices. From this, it can be deduced that backgrounds in
accounting and business administration are particularly valuable
assets for investigative personnel within a fraud unit.

Investigation of economic¢ crime may require unusual perseverance
and attention to details, since the evidence is often fragmented
and obscure. The abilities to foresee trial situations and to
recognize equivocal legal violations are also highly desirable,

The Battelle report also points out thats.

"In addition to providing investigative expertise....
investigators who know and have experience in working w1th
local agencies and officials should be sought. More

than one investigator involved in the economic crime pro-
ject has described himself, in this way, as a 'shortcutter’
who can cut red tape with local agencies. When it comes
to obtaining certain necessary information for an inves-
tigation from state or municipal records, for instance,
the 'shortcutter' knows whom to call to get the infor-
mation quickly, often unofficially. After a number of
such unofficial checks, he knows where to return to obtain
formal, official information with little wasted time, and
to avoid blind alleys. The most common background for
such an investigator is experience in the local or state
police or sheriff's office. The ability to succeed as

a 'shortcutter' requires a personal reputation for dis-
cretion and for keeping one's word, a trait pertaining
more to the ihdividual than to his background."*

&y
&

* Battelle First Year Report, sée Appendix E, p. 132 of this manual.
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In any fraud division, however, the particular expertise of its
investigators will vary depending on the extent to which a program
can rely on the assistance of consultants and skilled investiga-
tors from other agencies. This issue is discussed further in
Section 4.3.

Interns, Legal Assistants and Volunteers

A fraud division can save considerable expense by using the ser-
vices of law students, legal assistants, or volunteers on a part-~
time or full-time basis. These may be elderly citizens in the
community; law students with free time and an interest in prose-
cution; or local residents who want to protect consumers' rights.
For example, the Seattle Fraud Division employs three law student
interns to handle telephoned consumer complaints and to try cases
in District Court. These students earn only a small salary

for the learning experience and academic credit.

The Battelle report has noted the following concerning volunteers:

"Because they usually work only part-time and have high
enthusiasm, volunteers may overcome their lack of exper-
ience and substantive knowledge by having a natural
sympathy for the complainant, by not having heard the same
old story every day, every week, and by having the time

to follow through on ‘the cases they handle. Servicing
citizen complaints. is such a demanding job, mentally and
emotionally, that someone working part-time and for a
limited duration like most volunteers, can possibly do

a better job than a person assigned to the task full-time".*

Needless to say, it is advisable to limit the role and responsi-
bilities of paraprofessional staff and to define appropriate su-
pervisory arrangements.

* Battelle First Year Report, see Appendix E, p. 133 of this manual.
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Staff Recruitment and Training

The most obvious staffing sources, and perhaps the most desir-
able, are the other divisions in the prosecutor's office. The
Seattle and San Diego programs have received many applications

for transfer from other divisions, perhaps because of the publicity
which the divisions attract and the innovative aspects of the work.
Again, mutual familiarity -- that of the staff members with the
local system and with the new division, and that of the Chief
Deputy with the work of the staff members -- is a primary benefit
of internal recruitment. A negative result of internal recruit-
ment, however, may be the depletion of the most capable staff in
other divisions.

Other law enforcement and regulatory agencies are another source

for recruitment. One of the attorneys in the Seattle program,

for example, had handled consumexr protection cases in tha Washington
Attorney General's office prior to joining the Fraud Division.

The advantage of this source is that it can bring to the unit
people who have developed specialized skills in investigating

or prosecuting economic crime. Another common, and often obliga-
tory staff source, is the civil service list.

A final, but relatively inefficient, method by which to recruit
staff is to place media advertisements. Nothing is initially
known about the respondents, even when the job specifications are

very narrow. Only by careful examination of resumes, calls to

several references, and prolonged interviews can such individuals
bé evaluated. Nevertheless, this approach may identify qualified
persons omitted by the other recruitment methods, and may facili-
tate minority recruitment. The importance of the latter point
ghould not be overlooked. Beyond the necessity of meeting
reguisite equal opportunity standards, non-English speaking people
arw warticularly susceptible to fraudulent schemes and could
obviously communicate more easily with an investigator or attorney
who speaks their own language. According to the Battelle report:

"It was regarded as important by a number of unit heads

that there be someone on the staff, usually an investi-

gator, who speaks a prominent minority language, such as
$panish, and that someone on the staff be Black or Chi-

cano, or representative of other minority groups
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'4.3 Liaison with Other Agencies

where appropriate, possibly American Indian. WNot only
does having such investigators aid in the development
of cases, but it contributes to the objective held by
all units of making a particular contribution to econ-

omic crime problems of disadvantaged groups in the pop-
ulation.”

Given the small number of attorneys and investigators experienced
in economic crime, a new fraud program will have to address the
issue of formal staff training. Training on-the-job can be a
formidable task, and should generally be supported by a well=-
defined apprenticeship or supervisory system. An initial orien-
tation period, when new staff either do not handle any cases or
are assigned cases with relatively simple investigative require-
ments, is often necessary.

Establishing working relationships with other law enforcement

and regulatory agencies is essential to the success of an economic
crime unit. Most project work will require a great deal of inves-
tigation, as well as an enormous amount of trial wot¥k. Shifting
some of the investigative burden to other agencies will enable a
program to concentrate its limited resources on prosecution and
thereby increase its caseload. TFor example, the Seattle Fraud
Division, which employs only two in~house investigators, relies
primarily upon other agencmes for lnvestlgatlve activities.

Other agencies can provide a program with scarce or expensive
investigative expertise. For example, a program may be able to
rely on the consulting services of an acgountant employed by the
local Department of Corporations, rather than hiring its own
full-time accountant. Other agencies may also provide services
by performing tasks which a fraud program is not authorized to
handle. For example, local police agencies could serve warrants
if an economic crime unit did not have this authority. The

RPN .

* Battelle First Year Report, see Appendix E; p. 132 of this manual.
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Seattle Fraud Divisicon has used the investigative expertise of
other agencies in the Seattle‘community and from many other cities.
As 4 result, it uses only two regular staff investigators to com-
plement its staff of five attorneys,

Working ciosely with other investigative agencies can be an ef-
fective method for training new staff. Agencies may also be use-
ful sources of new cases. The Seattle Fraud Division, for instance,
obtains the majority of its cases through referrals from other
agencies. Such a service is especially important for a program
which does not receive volume consumer complaints and cannot rely
on automatic availability of cases. Conversely, a fraud program
ran refer cases to other agencies.

Liaison with other agencies can avoid duplication of effort.

If an effective communications network has been established, a pro-
gram will be aware of cases which another agency intends to press.
This knowledge is especially important when federal and state sta-
tutes create overlapping jurisdictions, or provide for a dual
prosecution. Adequate communication can thus help avoid unnecess-
ary duplication. ‘

Agencles can provide a fraud program with access to valuable data,
which may be useful as evidence or as a means of detecting pat-
terns in criminal activity. Some agencies can provide rapid access
to defendants' business records through the use of administrative
subpoena powers, obviating judicial proceedings for this purpose.
For example, the Department of Licenses in Seattle can inspect

the records of businesses in a matter of hours.

Along with the benefits which liaison can afford a fraud program
come certain liabilities. These drawbacks fall into three major
categories: problems of control, problems of confidentiality,
and problems of responsiveness. Reliance on the investigative
staff of other agencies necessitates working with people whose
primary allegiance and responsibility are to another office.

As a zresult, it may be difficult for a fraud unit to foresee or
to control any urndesirable behavior on the part of outside inves=
tigatora, such as poor quality work or tactless confrontations
with people in the community.
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A second problem involved in liaison is ensuring the confiden-
tiality of information shared with other agencies. Leaks, parti-
cularly in newsworthy cases, can destroy a prosecutor's case.
Such indiscretion should not occur when a fraud program investi-
gates corruption and other politically sensitive cases completely
independently, as does Seattle.

Finally, liaison can involve problems of responsiveness for a
fraud unit -- both in terms of referring cases and receiving them.
An agency to which a fraud program refers a case may neglect to
follow it up and public attention may be focused in some way on
the failure to act. The Battelle report has reported an
instance where a fraud division received complaints about the
failure of a local nursing home to meet local building and fire
codes; the division referred the matter ". . . .to another local
agency, which took no action. The nursing home subsequently burned
in a dramatic fire. The incident stimulated a press investigation
which uncovered and publicized the fact that the violations had
been brought to the program's attention earlier and that it had
taken no action other than to refer the case elsewhere."*

t

On the other hand, a program which encourages other agencies

to transfer appropriate cases to it may find itself deluged with
referrals. A Chief Deputy can avoid this problem by specifying
the types of cases which the agencies should refer, and indicating
that the fraud program will be selective about which cases to
accept. Clearly, the advantages of developing close working
relationships.with other agencies vastly outweigh the liabili-
ties. .

Approaches to Liaison

The Seattle and San Diego programs illustrate two different ap-
proaches to liaison, which are based on each Division's goals and
budget. San Diego relies primarily on full-time in-house investi-
gators, but finds it useful to enlist the investigative services

* Battelle First Year Report, see Appendix E, p. 139 of this manual.
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of other agencies, thereby increasing its case~handling capacity.
Seattle has only two in-house investigators,and relies extensively
on other agencies for their investigative time and expertise,
while it concentrates primarily on trial work. '

The specific ways in which the investigative services of other
agencies can be utilized will vary according to the agency and the
individual case. Some agencies may find it acceptable to loan

an investigator to a fraud unit for a period of time, on a full-
time or part-time basis. The investigator might then work closely
with the attorney who will be prosecuting the case or with

the program's own investigator. Other agencies may prefer to in~
vestigate 2 case on their own and then present the frzud program
with a virtually completed case ready for prosecution. Investi-
gative assistance may also be arranged for finite tasks, such as
sexrvice of warrants or undercover assignments.

Agencies With Which to Establish Liaison

In determining appropriate agencies with whom to establish liaison,
frand programs have a wide range of possibilities, including state,
clty and county police or sheriff's departments, consumer protec-
tion units, state or federal securities regulation agencies, and,
of tourse, the other prosecutorial offices of the Attorney General,
Clty Prosgecutor or County Prosecutor. Of the many potential
coordinate agencies, the Economic Crime Project has identified

two ag deserving special mention because of their prominence

in dealing with local prosecutor's offices. These agencies are

the state Attorneys General and the local police. As the Battelle

report points outs

YFailure to develop close working relationships with
the Attorney General's office can mean the logss of signi-
ficant agsistance in developing aspects of a case, or a
restricted ability to participate in a coordinated program
to attack patterns of economic crime rather than isolated
offenses. Even if joint prosecutions are not undertaken,

- Jeint investigations can pften greatly expand the utility
of the individual remedies available to each agency.
For 3instance, in one recent case the attorney general
was able to attach the corporate funds of an alleged
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pyramid franchise scheme, while the prosecutor's economic
crime unit charged the principals in the scheme, thus
blocking further bilking of victims.

In another case, the attorney general conducted the
consumer victim interviews, which the economic crime unit

in the district attorney's office was subsequently able

to use to determine which internal company records it should
obtain to develop evidence for its criminal prosecution.

Cooperation with local police is another important form
of liaison for a new unit., It is another situation in
which there is very little common practice among units,
other than agreement on its:!importance. Police can assist
units by handling investigations of routine economic
crimes, such as bad check cases, so that units are not
burdened with large numbers of these cases. More impor-
tantly, local police can serve as a very important supply
of investigative talent and resources, both because of the
range of local contacts police officers are likely to have
and because of their skill in certain investigative tech-
niques, such as undercover operations. For example, one
unit was having no success in using its own staff to in-
filtrate a suspected pyramid sales operation. ' It enlisted
the assistance of the local police department, which sup-
plied undercover agents. The police investigators were

- prepared to set themselves up quickly with background
credentials such as bank accounts and credit ratings, and
succeeded in penetrating the offender's sales meeting,
gaining important information about the scheme.

Methods for Establishing Liaison

Given the importance of a fraud program's development of working

relationships with other agencies and the likelihood that a fraud

program will ask for more favors than it can hope to reciprocate,
serious thought should be given to the means of building these
relationships. ' '

* Battelle First Year Report, see Appendix E, p. 142 of this manual.
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Very often established agencies look with skepticism upon newly
funded prosecutorial agencies. A direct personal relationship
between a member of the investigative agency and the fraud unit
might help dispel these concerns. A feeling of confidence in the
fraud unit might move up through the chain of command and provide
a solid foundation on which a more formal agreement for mutual co-
operation could be established between the two agency chiefs.
Direct personal contacts between fraud staff and persons from other
agencies have been the primary basis of San Diego's approach to
liaison.

A division ¢hief can also pursue the strategy of formally calling
on the leaders of other agencies to speak to them about the pro-
blems and goals which the agencies share and how they can be of
gervice to each other. This has been the Seattle program's ap-
proach to establishing liaison. If an agency's response is
positive, the program, soon after a commitment is offered, can
request the performance of a task. If it is well executed, the
relationship may be furthered by showing appreciation for the
favor and calling it to the attention of the public.

In cases in which agencies are not responsive to a program's
overtures, an aggressive'approach can sometimes be effective.

"One unit has adopted a policy of "building fires" under
agencies with which liaison contacts are desirable, but
have not been fruitful. This approach typically involves
encouraging efforts at cooperation, carefully (and dis=
creetly) documenting by letter the failure of such cooper-
ation to occur, followed by aggressive action by the
economic crime unit against offenses which the agency should
be responding to. Subsequent press coverage will often
put pressure on the agency involved to take a more ag-
gressive approach in the future. If the economic crime
unit gives credit to the agency for assistance in its pro-
secutive undexrtaking; saving it from public embarrassment,
even though such assistance was hardly delivered, the a-
gency is likely to be far more cooperative in the future.
Furthermore, the unit, by rousing the agency, may have
strengthened enforcement in a whole area of potential
economic crime by action in one or two cases."*

* Battalle F;rst Year Report, see Appendix E, pp. 140-41 of this
manual.
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Although the specific tactics used to solicit the cooperation of
various agencies will vary, the incentives for cooperation from
the agency's point of view may often be similar. Publicity, for
example, might be a chief impetus for many agencies. Other agen-
cies might be attracted by the prospect of reducing their work-
load, through the referral of certain cases to the economic crime
unit. Certainly, the most straightforward technique for estab-
lishing liaison is simply to have members of the program and
related agency work together on-a simple task. This engenders
mutual respect between the two groups, encourages the development
of person-to-person rapport riecessary for ongoing cooperation,
and allows the fraud unit to compliment the other agency publicly.

)

4.4 - Public information and Legislative Reform

Public Information

The nature of the publicity sought by a fraud program is generally
dependent on the program's goals. For example, if a program's
major objective is to deter economic crime, wide publicity of
major cases in which defendants experienced serious damage to
their reputation and financial status may be effective in deter-
ring other would-be defrauders from committing economic crime.
If a program goal is to service the needs of minorities and the
poor, a special public awareness campaign may be conducted which
would include speaking engagements, publication of foreign lan-
guage literature, and liaison with local poverty agencies.

If soliciting consumer complaints is a program objective, publi-
city in the news media descrlb*ng the program's purposes may be
adv1sab1e.

Speéial information bulletins about fraudulent schemes which may
occur in response to new legislation or changes in the economy
may effectively minimize victimization if broadly publicized.

"This public information technique (media coverage)

was particularly adopted during the recent energy crisis
to help smooth the disruption caused by the crisis, by
empha51zlng that piublic rules would be enforced, and,
where possible, to aid those citizens and businessmen
nost aggrieved by the crisis. An example of this activity
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in one unit was the publication of strong warnings that
sale of motor fuel ‘only to preferred customers was consi-
dered a violation of state law, and that fuel, which at
the time was being rationed, had to be sold egually to
all customers. The unit also stressed that it would
entertain complaints about practices in violation of

its interpretation of the law and that it would prose-~
cute violators."* |

Tgeﬁf are three major approaches to obtain publicity. Use
o e media, dissemination of literature and blié ‘
by fraud program staff. ' = Appearances

The person who controls the flow of information to the media would

probably be the Chief Prosecutor, the Chief Fraud Deputy or a
publig relations officer. The division staff member responsible
for l;aison might work ‘closely with the Press to develop articles
or television and radio communiques and to provide background in-
formation on cases so that reporters will be aware of potential
developments and matters of public interest. The liaison pérson
might algo prepare press releases on the filing of cases, the re-
turn of indictments and the dispositions of cases.

It may‘be advisable to send press releases to groups who are
pqtentlal Yictims of fraud, but might not be reached by conven~
tlonal media channels. For example, press releases could be sent
to local newspapers or social service agencies which cater to
ethnic groups, the elderly, the poor, or rural citizens. TIn
addition, a program could bublish pamphlets and newsletters for

a wide variaty of relevant groups, from the business community

to local consumer protection agencies. Businesses could be coun-
seled on how to detect embezzlement, fraudulent investment schemes
and other matters which are of particular interest to them. Con-
sunmex groups could be made aware of schemes such as price Fixin
operations and violations of health regulations. °

HQWGV&K@ excessive oxr insengitive publicity can have damaging
consequences.  The publication or discussion of information

* Rattelle First Year Report,
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relating to a potential or on-going trial, for example, is not
only a violation of the legal code of ethics, but may invite ob-
jections from defense counsel and resentment from judges. It
would be the responsibility of a fraud division to control the
flow of information carefully.

Publicity can be a drain on staff time and program finances;

the preparation and delivery of speeches and press releases, and
the writing and dissemination of literature could obviously be
over emphasized. Publicity can also inundate a program with
consumer complaints if a case touches on an area of great concern
to thé public. One fraud program, after publicizing the indilct-
ment of 13 persons in a cemetery fraud, received 1,500 complaints
regarding the scheme the following week.

In general, however, high visibility appears to be a valuable
asset to a fraud program. If properly managed, publicity may
contribute suBstantially to the achievemént of program goals.
Moreover, it is clearly desirable to maintain effective communi-
cations with law enforcement and criminal justice agencies whose
personnel may be specifically aware of the nature and effects of
economic crime.

Legal Issues

Any program for the prosecution of economic crime will need to
consider a variety of legal issues related to its function both
befdre and after its inception. Two important areas of program
activity relating to these issues are the examination and full
use of existing statutes and the possible need to press for new
legislation.

A new prosecutorial program may well begin the ‘planning process
with a thorough examination of the current laws of the jurisdic-
tion in which the program will function. The focus of such a re-
view for an economic crime unit would be to determine which laws,
including those of historical vintage, might be relevant:to the
investigation and prosecution of economic crime. Often statutes
that seem, on superficial examination, to be irrelevant to the
area of economic traud, will be found to encompass at least some

fraudulent practices. The San Diego Fraud Division has effectively
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pressed grand theft charges in . cases of economic fraud where lar-
ceny was involved, for example, although theft was only one aspect
of the fraudulent scheme. 8State Blue Sky laws and consumer pro-
tection statutes may also be appropriate in certain cases. Often,
several statutes are applicable to the facts of a single case.

Another way in which existing legal authority might be more fully
exercised is by increased use of conditional sentences and reme-
dies. Injunctions, of course, are available only in civil cases,
and even then are unsatisfactory remedies. If a project pursues
civil cases, it might explore the willingness of courts in its
jurisdiction to enjoin continued fraudulent activities by defend-
ants. The violation of injunction would make the defendant liable
to criminal and civil contempt proceedings.

In criminal cases, a similar effect can be obtained through the
imposition of conditional sentences and conditional probation.
When a sentence of imprisonment or a fine is suspended and a term
of probation is imposed on the explicit condition that the de~
fendant abstain from certain activities, subsequent violation is
all that need be proven to justify revocation of the sentence
suspension,

If an economic crime program finds that existing statutes are in-
adequate to achieve its goals expeditiously and effectively, it
may consider campaigning for legislation designed to remedy exist-
ing gaps in the law.* In addition, statutes which authorize al-
texrnative dispositions such as restitution, product recall, loss
of license, and conditional sentencing may be necessary if present
law daes not provide for these sanctions.

* A project may want to request legislative change on behalf of

a group of prosecutor's offices, not only because all prosecutors
may benefit, but because the project will have more force behind

its requests if it speaks with the support of other prosecutor's

offices. Examples of legislative changes promoted by the Seattle
and San Diege Divisions may be found in Chapters 2 and 3.
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Note on the Use of the Criminal Sanction

Recently, the advisability of concentrating limited resources on
the application of criminal as opposed to civil sanctions has been
opened to serious question. Indeed, some commentators have con-
cluded that the use of consumer class actions and actions filed by
the government seeking compensation for entire groups of purchas-
ers are, in the long run, more effective remedies.

Some of the weaknesses which inhere in the use of the criminal law
to attack the fraud problem include the following:

e the difficulty of “"penetrating the corporate veil;"
i.e., identifying and holding liable those individuals
within corporations actually responsible for the crim-
inal actions; ~

e stiff legal requirements for using criminal sanctions;
i.e., problems of proof--"beyond a reasonable doubt!'~--
and mens rea (state of mind of defendant when taking
action or issuing statement);

e ease of using "incompetent business judgment” as a
defense;

e reluctance of judges to use criminal sanctions in
cases involving commercial sales,

Nevertheless, the Fraud Divisions under review by and large have
opted to concentrate their energies and resources upo? crimingl
prosecution. Though both states appear to have sufficient:legis-
lation to support an office prepared to handle civil prosecu-
tion,* the emphasis on criminal prosecution is due larg?ly~to

the philosophy of the Fraud Division attornays. Thgre is a strong
feeling that the threat of prison will be an effectlve‘dgter—

rent in this most conscious and intentional area of criminal _
activity, and that fairness dictates that these offenders receive

# California, for instance, passed legislation to enable r?stij .
tution to victims in lieu of a fine to the State Treasury in civil
cases.
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severe penalties for their anti-social conduct. A recent special
edition of the Ecdnomic Crime Praject Center's Monthly Newsletterxr
stateg: ,

¥ Wwhile the investigation of fraud is time~consuming
and complex, and court action generally protracted,
the cost-benefit factor vis~a-vis other crime is
extraordinarily high. The prosecution of one fraud-
ulent scheme may not only save millions in terms of
future potential losses, but the prosecutive results
are lasting in terms of the relatively low rate of
recidivism. Hard-core professionals doplay the field,
but the majority of those prosecuted for fraud and
related economic crimes find the experience and the
attendant community disgrace a greater cause for pause
than does the average thief, rapist, or burglar.
Above all, prosecutions in this area tend to restore
some of the waning public respect for governmental
functions in general. It is heartening to observe a
white collar 'fat cat' receive 'equal treatment under
the law.' "#

Both the Seattle and San Diego Units believe that criminal sanc-
tions will yield the most positive and powerful results. Since
perpetrators of fraud can often afford financial penalties or other
clvil remedies, both units have reasoned that criminal sanctions

may have greater deterrent effects. Moreover, speedy trial require-

ments make it possible to control criminal cases more effectively.
Due to greater civil case backlogs, civil procedures may often re-
quire expending more financial and staff resources, without any
assurance of measurably better results. Finally, the lawyers in-
volved in the Fraud Divisions are all former prosecutors familiarx
with criminal procedures and committed to the prosecution of fraud
as a criminal activity.

Though both Seattle and San Diego have used the criminal sanction
almost exclusively, as the Economic Crime Project has noted, the
issue is not an either/or proposition for any unit: units may
choose to begin with criminal prosecutions, supplementing their
activities with civil remedies as appropriate.

* — ' :
Charles A. Miller, Economic Crime: A Prosecutor's Hornbook,
March 1975, p. 6.
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CHAPTER 5
COST AND EVALUATION

This chapter presents some general guidelines for costing agd
evaluating a fraud program. Once certain basic progra@ design
decisions have been made, costing is a relatively §tra1ghtforward
process. HRvaluation of a fraud program, however, is §everely_
limited by the nature of economic crime. The evaluatlog section
which follows (5.2) addresses some of the difficulties %nvolved
in evaluating a fraud program, and provides some guidelines for
assessing program effectiveness and efficiencyf

5.1 Costs

The difference in the budget between the Seattle ahd San Diego
programs suggests that costs can vary greatly from one fraud
program to another. Seattle's total budget gf $l?5,000 for 1974
compares to approximately $500,000 for San Diege in the same year.
The table below sunmarizes the difference between the two programs
in terms of personnel.

Seattle San Diego
{$145,000) ($500,000)

Attorneys 5 7
Investigators 1 16
Clerical 2 ' 6

Tt ‘can be noted from the table that the percentage of professional
staff is approximately the same for the two programs: 75 ?ercent
for Seattle, compared to 79 percent for San Diego. The maj?r
difference is in the number of investigativg stef?, ref%ect%ng
the emphasis of the San Diego program on maintaining and using
in-house investigative resources. .
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Five méjor factors affecting Program cost can be derived from an
analysis of the structure and operations of fraud programs.
These are discussed briefly below:

Y

Types of Caszes Handled

This is clearly one of the most important factors affecting program
cost. A program which focuses on a limited number of different
types‘of economic crime will have less of a caseload to deal with
and will require a narrower range of staff expertise than will

a program designed to handle any type of economic crime. More-
over, even if programs deal with the same number of case types
staff mixes may differ. For example, staff requirements for a'
program which deals exclusively with consumer grievances will

‘?e wédely different from one which focuses solely on securities
rauds. .

Scope of Program Activity

Tbis'factor affects the cost of a fraud Program in two ways.
FlrsF, a'program which performs a prosecutorial function only -~
leaving investigative duties to other agencies ~- will have
fewer.pexsonnel requirements than will a Program which encompasses
both investigative and prosecutcrial services, other things bein
equal.. Sec?nd, a program which is designed to seek out cases ofg
economic crime will require greater resources than one which
Simply receives complaints from outside sources. For example

the fo;mer may undertake a comprehensive public information aéd
?duc§t19n‘effort in order to eéncourage people to make a complaint
1f victimized, or to recognize and avert a possible victimization
whereas the latter mayneed only to coordinate with case sources.‘

Specificity of Relevant Statutes

This’factor pertains more to cost per case considerations than

t? sFaffing requirements, but it must be recognized as having a
§1g§1f%capt impact on cost-effectiveness when proérams in different
Jurisdictions are compared. For jurisdictioné'in which statutes
a?e vague or ambiguous, case séreening and case preparéﬁion aré
likely to be more time-consuming than in jurisdictions where rele-
vant statutes are highly specific. Furthermore, trials may take
longer, and restitution may be more difficult in jurisdictions
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having statutes under which prosecution is more difficult. Other
things being equal, staff costs may be higher in such jurisdic-
tions due to the greater level of investigative or prosecutorial
expertise which might be required to make a successful case.

Availability of Existing Services and Facilities

It is natural for an economic crime program to be implemented
under the aegis of a general prosecutorial office. Thus it is
very possible that office space, telephone service, reproduction
equipment, and general office supplies will be available to the
program without explicit cost -- particularly if the fraud prdgram

represents a relatively small proportion of the overall office's

activities. "Free" consultation services with staff from other
divisions represent yet other services which might reduce cost.
If a fraud program is designed to utilize data processing equip-
ment, and such equipment is already available to the prosecutor's

‘office, significant hardware (and possibly software) cost savings

may be realized.

Tn making comparisons of economic crime programs, or in using an
existing program as a model in planning.a new one, it is important
that hidden or implicit costs be recognized. No-cost service

.and facilities in one jurisdiction may represent substantial costs

in another. Hence, particular care should be taken to identify
these elements and to estimate their value when making comparisons
or planning a new program from an existing one. ’

Prevailing Salary Rates of Necessary Personnel

It is obvious that this factor will account for differences in

the cost of any type of program. Yet in planning a fraud program,
the types and scope of cases to be considered may be affected

by salary rate differentials between attorneys, investigators,
paraprofessionals (e.g. law students), and clerical staff. If
salary rate differentials between these labor categories are widely
different between jurisdictions, it may significantly influence
program design and thrust, resulting in differing program goals
and staff mixes for similar total budgets.

The factors affecting program cost described above were presented
in somewhat abstract form, as they are not likely -to lend them-
selves to analysis in isolation as the discussion may have implied.
Moreover, there is a certain degree of overlap among the factors
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in their ultimate effect. Rather extreme examples were used to
illustrate points; such examples would probably not be encountered
in practice. However, considering these issues and recognizing
their potential impact is seen to be an essential step in plan-
ning and costing a fraud program.

5.1.1 AnAmemmtoConmgaqudemam

In wiew of the discussion of the previous subsection, it would

be fruitless to plan the cost of a new fraud program by attempting
to estimate cost per case from existing programs, and to multiply .
that estimate by the number of cases. anticipated within a desig-
hated time frame to obtain a total cost. A more rational approach
would be to determine the relationship between the Program goals
and its design, and the influence that each of the five factors
described will have on these, with respect to program cost. This
would be a cyclical process in which goals may be modified within

a range defined by needs and prioritigs, the design of the Program
modified accordingly, and the influence of the factors re-examined.
This procedure will eventually result in some compromise of goals,
program design, and cost which would reflect a suboptimal (or
possibly optimal) combination of these for meeting pre-established
needs and priorities. While it is recognized that this procedure
is difficult to implement in practice, the systematic approach which
it represents is seen to be an important element in program costing.

Some additional examples may serve to illustrate further the
difficulties associated with costing a fraud program. The labor
needed to investigate and brosecute a simple embezzlement by an
employee against a business may consist of recording testimony
from a company Vice-president and the employee's supervisor,
spending half of a day examining false entries in a cost ledger,
confronting the employee with the evidence, and agreeing on an
equitable out~of-court settlement a week later. In contrast,
prosecution of a major land fraud case may require several months
of painstaking questioning of victims, subpoening witnesses and
company records, tracing fugitives, poring over complex and deli-
berately confusing financial records and sales and purchase con-
tracts, and a protracted series of court appearances. Still
another case may involve only a ten-minute telephone call.

Cost elements of a fraud program fall into two categories:

78

v g

TR

visible components, such as staff salaries and overyead; and hidden
components, such as utilization of other prosecutorla% staff, pro-
vision of space and utilities in the Prosecutor's Office, anq pro-
gram efficiency. There may be as many as five major categories of
visible costs of a fraud program:

® staff,

e direct costs (travel, supplies, etc.),
e consultants,

e fringe benefits,

e overhead.

13

As with most programs, staffing represents the bulk of program

" costs. In Seattle, for example, staff salaries account for 90

percent of the budget. As the largest and most important cost
item, personnel will merit the most attention from prograw plan-
ners. Options such as using consultants, who do §0F requlre'
fringe benefits or involve overhead charges, or hlrlng relatively
inexperienced staff, whose salaries may be correspondingly lowf
may be considered. In this latter case, however, the cost savings
realized by hiring inexperienced staff may b? more than offset

by the initial loss in efficiency and effectlyenes§ as these. .
individuals gain practical experience in dealing with economic crime
and use the time of experienced staff and the Chief Deputy with
cuestions and requests for assistance.

Direct costs include standard items, such as telephone,.travel .
(including per diem charges), duplication, postage, office supplies,
and possibly, computer time. Another direct cost ;@at’fraud pro-
grams may incur is the expense of professional services Fo ob-

tain evidence of fraudulent activity. Examples are testlng or
analyzing a product that has been falsely adveFtlsed{ sh?w1ng that
a product has been dishonestly serviced, or using the skills of

a certified public accountant in an embezzlement casg. (For
instance, the San Diego Fraud Division purchased aerlél'photographs
in obtaining evidence for a land fraud case.) Ip addition to
payment for services, the court time of expert witnesses may also

need to be compensated.
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As discussed in the previous section, program costs will also
include the utilization of existing services and facilities

within the prosecutor's office. Estimates of the value of these
are difficult to make because of their "hidden" nature. However,
recognition of their presence should be made in developing program
cost estimates.

Costing Methodology

The costing form on the following page serves to illustrate the
breakdown of major cost categories discussed above. It will,

of course, be necessary to tailor this form to suit local conditions
and the specific characteristics of Program design. The form has
been completed with hypothetical data to explicitly identify

both visible and hidden cost components.

5.1.2 Funding Issues

Budget analysis for a new program presents something of a "chicken
and egg" problem: inquiring about resource availability necessi-
tates furnishing a rough estimate of program funding requirements,
yot making even a rough cost estimate requires a certain amount

of program planning. On the other hand, planning a fraud program
is contingent upon knowing what resources are available to support
it, since the program design will have to meet financial realities.
This circularity can be defeated by mappingout alternative
program designs with just enough detail to derive cost estimates
for each. These alternative budgets can then be Presented to pos-
sible support sources and discussions can be directed in specific
areas.

In seeking support for a new fraud Program, planners have four
financing alternatives:

e Transfer funds (or equivalently, Staff) within the Chief
~ Prosecutor's Office to the fraud program;

® Secure additional funds from the governmental unit
which already finances the prosecutors' basic operaions;

® Secure outside funding from other state or federal
sources; ' ‘

® Use some combination of the above.
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Hypothetical Cost Estimate Form

Direct L.abor Salaries

Attorneys: — .
Chief Deputy @ $21,000/year:
Deputy @ §£18,000/year
Deputy @ $14,000/year

Investigators: )
Investigator @ $15,000/year

Other Professionals: '
1 Law Student 8 53,500/half-time

Clerical:
Secretary @ $7,500

Total Salaries: §79,000
x Fringe benefits @ 20 %:

Total Salaries and Fringes:

Direct Costs

Consultants: 2 @ 8500 each = §1,000
Telephone: paid by office

Travel: 81,675 .
transportation: 10 trips @8100/trip 81,000
local transportation: §15 x 15 days = $225
per diem: §$30/day x 15 days = 8450

Duplication: paid bg office

Postage: paid‘by office

Office Supplies: .paﬂd by office
Computer: will not be used'

Training course: 2 @$250/each é'$50Q
Product and Appliance Testing: - $2,000

Total Direct Costs: 88,175

Total Salaries, Fringes, Direct Costs:

x~overhead @ 35 .%:

IV. Total Program Costs:

81

$79,000

15,800

$94,800

g 5,175

99,975
34,991

134,966




Intra-office transfers are perhaps the best solution to the prob-
lem of financial support. Often the Chief Prosecutor has sub-
stantial discretion within the office budget to reallocate staff.
This, indeed, was the method by which the San Diego District
Attorney funded the Fraud Division there. Staff shifts were pos-
sible, partly because of public support for the District Attorney's
campaign position against consumer fraud, partly because other
divisions had some available staff, and partly because the large
budget (over five million dollars) and staff made it possible to
make shifts without visibly or materially reducing the effec-
tiveness or morale of other divisions.

On the question of what can be done without a large staff or bud-
get and without public support, the Battelle report notes:

"Several prosecutors resolved this question by appointing
one or two assistants, or even legal interns, to begin
initial legal research, establish liaison, and proceed
with case development before a program is formally estab-
lished,; so that momentum is achieved before final funding
ig arranged. This process doesg not preclude tapping any
particular scurce of funds, and has the added advantages
of permitting the unit to start up with such ground-

work out of"tHe way, with some continuity in staff, and
with some immediate experience to apply for budget
justification. Publicity from one or two significant
indictments or convictions; which illustrate financial
savings to the public or service to citizens, can go a
long way toward substantiating the need and potential

for an economic crime unit in the eyes of funding au-
thorities.*"

Using this approach, sufficient experience can be gained to jus-
tify an application for outside funds. Using these resources to
build up a full-scale operation, unit management would then begin
planning for eventual permanence within its parent administrative
structure.

]
&
28
~
124

e¢e. Appendix E, p. 134 of this manual.
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5.2 Evaluation

There are several issues and problems associated with the evalua-
tion of an economic crime program. In some instances, they are
issues and problems common to the evaluation of any program in
‘law enforcement and criminal justice, or for that matter, common
to evaluation in general. This section will focus, however, on
those which are specifically encountered in evaluating an economic

- crime program and will present some guidelines for program evalu-

ation.

t

Because fraud is intended to be perpetrated without the knowledge
of its victims, estimating the extent of such crime from reports
by victims is at best an uncertain undertaking. Even if a victim
is aware that he has been defrauded, he may choose not to report
it, possibly because he feels nothing can be done. In the short
run, then, successful prosecution of economic crime may serve to
ingrease reporting rates, making them a totally unreliable meas~
ure of program effectiveness. Though reduction in economic crime
activity cannot be measured with any certainty, corviction' rate
and degree of restitution give some indication of project success.
These notions are discussed below. ' ‘

-

b.2.1 The Formulation of Impact Goals

A distinction needs to be drawn between general published goals
which reflect project philosophy and specific quantitative
achievement standards against which to assess-productivity.

One specific goal may be &tated in temms of the conviction rate.
Coupled with a reasonable goal for the number of cases handled,
the conviction rate can be calculated in a relatively straight-
forward manner. Given an opportunity for caxeful case screening
which is considerably greater than that for common crime, fraud
programs should set reasonably high expectations for conviction --
generally around 90 percent. If staff prosecutors and investiga-
tors are relatively inexperienced in the area of economic crime, a
lower initial rate may be appropriate, but after some experience,
the goal should be set higher.
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In measuring a quantity such as conviction rate, care must be taken
to specify the variables which are used to make the calculation.
The unit of count could be cases, offenders, or victims, depending
on individual recordkeeping systems. Whatever the unit of count,
it must be used for both:

(a) the siumber of "occasions" found or pled guilty, and
(b) the total number of "occasions",

the rate being derived by'dividing (a) by (b). Here, the word
"occasions" is used to denote one of the following:

K ) the number of defendants;

: b~fthé~humber of cases (in which at least one defendant
was found or pled guilty);

e the number of victimizations (in which at least one
defendant was found or pled guilty).

The actual unit of measurement selected is arbitrary, as long
as it is reflected in the choice of the target conviction rate.

Another question which often arises: when dealing with trial
activity which spans non-negligible periods of time is how the
time frame should be specified to produce meaningful conviction
rates. Some base point for each case (or other counting unit)
must be established; preferably this should be at the point of
arraignment (or other point which represents official action
taken to handle the case for civil or out-of-court settlement).

For example, suppose quarterly reports of conviction rates are to
be made. Each gquarter, the number of new cases entered can be
tabulated and accumulated with previous quarters. Trials (or
other official actions) for only some of those cases are likely
to appear in the same gquarter's statistics. However, as disposi-
tions are rendered each quarter, the cumulative conviction rate
should settle down to a fairly constant level. A simplified
version of such a report appears on the following page.

. 84

B

Summary of Dispositions for Quarter ending

This Quarter = To Date'
1. Cases Pending, beginning of quarter (NA)
2. New Cases Entered
3. Cases Pending, end of quarter
4. Cases for which there is at
least one guilty plea - 7 e

5. Cases tried with at least one
person convicted

6. Conviction Rate
(4)+(5).
(1)+(2)-(3)

(Note: Cases are used as the unit of count in this sample
-table.)

e

Of course, the procedure outlined above can be refined to reflect
criminal/civil differences, or more detailed breakdowns of case
dispositions. Again, it is emphasized that consistency of
measurement is critical to evaluation, particularly for measuring
phenomena (such as conviction rate) which are presumed to be
understood by most people.

Other specific goals may be formulated relating to restitution,
fines, and imprisonment, but it is considerably more difficult
to set target levels for these without significant experience
from which expectations may be drawn.
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Measurement of public information and education goals would
probably involve survey of the public's understanding and awareness
of economic cxime as a result of the fraud program. This would

be a difficult task from the point of view of designing the survey
in such a way as to link survey findings to program activity.

An indirect measure-of the increased awareness of the public might
be indicated by increased reporting of victimization. However,

it would be difficult to separate the two possible causes of such
an observed increase: namely, increased-awareness and higher
incidence of victimization: Moreover, the quality of reports of
victimization would have to reflect a genuine understanding

of what constitutes economic crime, rather than superfluous or
petty complaints.

_ In summary, it appears that conviction rates represent one of the

only major measures of effectiveness amenable to guantitative
analysis. Most other measures of program effectiveness and impact
are difficult to make or interpret (in terms of concrete goals);
cannot be made due to the definitional dilemma presented by eco-
nomic crime; or are testimonial or anecdotal in nature.

5.2.2 Process and Activity Analysis

In order to build a body of knowledge which the impact evaluation
of future fraud programs can utilize, and to provide comparative
data relating to different programs, it is important that certain
process or activity statistics be maintained. These comprise

a "snapshot" of the program at any point in time and can be useful
in monitoring a program's progress or growth. Further, the

joint analysis of process and activity data with financial data
can provide a useful perspective from which a program may be as-
sessed in terms of its own cost-benefit achievements.

Process and activity data are colliscted initially for individual

" cases, defendants, or .victims. These individual records can be

tallied (reduced) periodically -- the length of the period de-
pending on caseloads -~ to produce statistical management reports.

For each complaint, a complaint report form should be kept showing
the date received, a brief description of the problem, the name
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of the complainant, and what action was initially %taken on the
complaint. Such a form is kept by the Seattle Division and, with
other forms used by Seattle and San Diego, is exhibited in the
Appendix. Thereafter, investigative work can be indicated in a
report similar to the Inquiries Report Form used in Seattle.

Once beyond the inguiry stage, each individual case should have

a case information sheet, summarizing each event beginning with
the initial complaint. Such a sheet would contain the following
information: date complaint received; date of arraignment, date
on which discovery motions, if any, were argued; date of trial or
change of plea; date of disposition; and the nature of the dispo-
sition.

A complete file should be developed for each case, kept ordinarily
in a single master case filing system. Each file should include
all investigative reports, police reports, documentary evidence
(if any), case dispositions, depositions (if any), and other legal
papers that are used in the prosecution of the case.

Individual case file information should be tallied periodically--
monthly, quarterly, semi~annually, or annually, depending cn
workload and clerical or data processing resources available--to
obtain the following types of statistics:

e number and nature of ¢omplaints received;

e disposition of non-filed cases;

® Yyeasons for not filing by type of offense;

e number of cases filed, by type:

-- criminal

-~ civil
¢ number of defendants, by type of offense;
e number of victims, by type of offense¥;

e dispositions, by type of offense, for each offender;

e estimate of total monetary loss, by typs of offense;
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e amount of restitution and fines, by type of offense;
® number of civil cases won, by type of offense, and
amount of settelement cr restitution;

e conviction rate, by type of offense;

e average length of time from case opened to disposition,
by type of offense;

e number of offenders sentenced, and average lenth of
sentence, by type of offense; and

® number of consumer complaints received, if appropriate,
by type of complaint. '

Most programs will not initially, and perhaps not ever, have
access to the services of a computer to assist in record-keeping
and tallying. Nevertheless, the possibility exisis, as the San
Diego Fraud Division has clearly demonstrated, that computers can _
be used effectively to process program data. The advantages that
unit derives from using a computer are described in Chapter 3

of this manual, and will not be repeated here. It will suffice
here to point out that the San Diego program initially obtained the
use of the county computer gratis, because the machines were
underused. If a similar situation occurs in another community,

it may be possible, at least initially, to computerize a program's
record keeping at virtually no expense beyond the staff time
needed to input the data. Once use of the computer can be justi-
fied on the basis of experience, budgeting its continued use may
be more favorably viewed by funding agencies.

Cost-Benefit Assessment

Measures of restitution, obtainable from case dispositions, can
be compared to the total cost of the program to provide one indi-
cator of the project's effectiveness. though benefits other
than monetary restitution can be derived from the activity of a
fraud program -- it is difficult, if not impossible to measure

*
This will probably be an estimate in most cases.
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o amount of restitution and fines; by type of offense;

&

e number of civil cases won, by type of offehSe, and
amount of settelement cr restitution; :

e conviction rate, by type of offense;

e average length of time from case opened to disposition§
by type of offense;

@ number of offenders sentenced, and average lenth of
sentence, by type of offense; and .

@ number of consumer complaints received, if appropriaté;
by type of complaint. '

Most programs will not initially, and perhaps not ever, have

access to the services of a computer to assist in record-keeping

and tallying. Nevertheless, the possibility exists, as the San

Diego Fraud Division has clearly demonstrated, that computers can

be used effectively to process program data. The advantages that
unit derives from using a computer are described 'in Chapter 3
of this manual, and will not be repeated here. It will suffice

here to point out that the San Diego program initially obtained the

use of the county computer gratis, because the machines were
underused. If a similar situation occurs in another community,

it may be possible, at least initially, to computerize a program's

record keeping at virtually no expense beyond the staff time
needed to input the data. Once use of the computer can be justi-
fied on the basis of experience, budgeting its continued use may
be more favorably viewed by funding agencies.

Cost-Benefit Assessment

Measures of restitution, obtainable from case dispositions, can
be compared to the total cost of the program te provide one indi-
cator of the project's effectiveness. Although benefits other
than monetary restitution can be derived. from the activity of a
fraud program -- it is difficult, if not impossible to measure

* ¥ 3 '
This will probably be an estimate in most cases.
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these benefits in quantitative terms, or to attach a monetary
value to losses prevented. Thus,; in view of the fact that the
total amount of restitution understates the total benefit, a pro-
ject is 1ikely to be "cost-beneficial" if restitution (benefits
to victims) exceeds costs (costs to taxpayers).

Productivity Analysis

One of the most important questions continually before a unit
with the discretion and autonomy of a Fraud Division is how to
allocate resources to ensure the highest possible total return
for its effor%. For reasons already discussed, quantificatioh

is only part of the answer tc this question. The number of in-
tangible factors which must be considéred in deciding which kinds
of prosecution deserve increased effort and which can be reduced
regquires that decisions be based on more than simple case
statistics. ‘ RN

If their limitations and potential biases are clearly understood,
however, productivity statistics can provide a vital management
tool. ithout a clear indication of how the unit's time has:
actually been spent on past cases it is difficult to decide which
kinds of activities were worth the effort and which should be
avoided in the future., Based on the statistics gathered by the
two units described here, the number of cases any given staff
member will pursue will not be large. Accordingly, the burden of
record keeping should stay within tolerable proportions. There
are two levels of allocation decisions for which information may
be- collected, corresponding to balancing of caseloads and appor-
tioning staff time within a case, respectively. To make these
two decisions managers need to be able to aggregate time expended
by functional area (e.g., Case screening, Investigation, Direct
dealings with potential defendants, Tridls, and Appeals) as well
as by case. This information can be collected at weekly inter-
vals from each staff member by use of a simple charge matrix

“which lists active cases as rows and functions as columns. The

entries in the cells of the matrxix avre then simply the number of
hours devoted to that activity during the week.

For cases too minor to justify such elaboration, simple summary
categories may be established in which a number of similar
categories are grouped. In any case, the principal use of the

2
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‘system as a decision tool will involve examination only of aggre-
_gate statistics to determine exactly how present resources are
wbelng spent.

Anecdotal EVidence

Case testimonials can provide some feeling:for the extent of the
impact of the activity of an economic crime unit. For instance,
sales lost as a result of publicity given toycharges of false
-advertising practices, or an increase in the number of used cars
7W1th high odometer readings mlght provide dan indication of some
impact. There may also be some evidence of a reduction in some 5 , o B
of the riskier schemes which may not be dlrectly measurable, but ' APPENDICES :
are detectable by experienced individuals who are involved in the i

kinds of businesses in which such schemes. are perpetrated.

A. King County (Seattle) Fraud Division

= . Federal, State and Local i ’
Achievement of int.ermediate objectives can sometimes also be SupporﬁA@enmes 9

weighed on the basis of this type of evidence. For example, most : B

successful economic crime units see the commitment of the Chief King County (Seattle) Fraud Division

Prosecutor as a key instrumental step toward project success. Project Forms , 101
Such commitment may take a form ranging from provision of other , B v
resources within the District Attorney's office to recognltlon for ] €. 8an Diego Fraud Division Sample Print-Out 113
work well done. . o g ’ ;

‘ ' D. San Diego Fraud Division Project Forms 115

, | N E. “Establishing an Economic Crime Unit”
Concluding Remarks ’~ . N ;' L s¢sons Learned from the NDAA Economic Crime Project 121

It would be presumptuous to attempt to present a single evaluation
scheme . for use by.all economic crime units. Many of the issues
involved are so complex. as to escape measurement entirely, and 3
: questions of value which are:difficult to weigh guantitatively ' o
B ~ play an important role:in asse551ng program. performance. ‘

! . Precisely because evaluation’ is so difficult, it is important

; that those aspects of a unit's productivity:'which are subject to
neasurement and monitoring be given careful:attention. The-
ability of decisionmakers both in and out of the unit to allocate
resources wisely is significantly enhanced by maintaining an
accurate history of how pasﬁ”resources have;been used, and what < 4
their demonstrable results have been. To capture the full ‘
development of a project, data to create such a history should
be collected from the very beginning of project operation.

S e T e e
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KING COUNTY (SEATTLE) FRAUD DIVISION

. Feq,;éRAL, STATE AND LOCAL SUPPORT AGENCIES
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Federal, State and Local Support Agencies

. Listed below are a number of &gencies which complement and sup’grt g . C. BSeattle Police Department
the work of the Seattle Fraud Division. ‘ 1. Complete case development in area of simple embezzle-
X ments, buncos and check schemes.

I. Case Development Agencies* ‘ , 3 5. mesistan . . | .
~. U.S. Securities and Exchange’Commissipn . . hosiste cedon;adcase.ass1gnment basis on more compli-
1. Referring significant, well prepared cases for 2| 3 rauds under direction of deputy prosecutox.

Intelligence and informant information in a variety
progxram. ~ of fraud areas, e.g., trading-in stolen securities,
. . . L . i insuran ‘ i
2. Tending both attorney and investigative assistance, _ " Veh:clec:ngr;:§:oéaiszz flreS)é )
including expert accounting work in securities fraud tions involvin suiv:illsuppoF & or.taskforce opera- Y
matters, ‘including witness interviews, depositionsy~__ search warrantz o on ances ln'eiv;ewi' arrests and s
: —_ ] case assignment basis. £

and expert testimony. - ~ 3 5. Expert lab work and & 3| : .
. 3. Capability for gathering information worldwide i " o . work and testimony including handwriting, .

relating to specific investigations and/or area of L ’lumen hexamlnatlon, typewriter identification and S

regulation generally through facilities of major B . g:rygrap . ‘ - .

regional offices. , . vice of subpoenas and execution of search warrants

o O, » § o - o
4. Excellent computer data relating to promoters, n case by case basis; arrest warrant execution at

company names, and other individuals associated with ‘ 7 glicFiTes' o L ‘ﬂ
any SEC civil or administrative proceeding including . Special requests including radios, undercover vehicles, ;

criminal referrals with cross-indexing. aerial photos and hellCOPtér surveillance.

prosecution through cooperative law enforcement

e

5. Agency subpoena power when authorized by the 3 . .
Commission with excellent knowledge of records and . - ilng ?°?“t§ Police s e . .
documents to be obtained. , . ;;?t:; caze @evelopment qapablxlty in midrange fraud
6. Providing legal materials in area of regulation . 9 Vehicl: :nd minor embezzlgments.
including memoranda of law, briefs, jury instructions, ) N nd personpower support for taskforce opera-
: tions on a case by case basis.
sample pleadings. : , 3. Serving sub ‘and warrs
‘7. Sponsor regional securities enforcement seminars ' 4' Some igtell?oenas an warrdnts. . ; .
tying together state and federal agencies for dis- " area igence and 1nf9;mant information in fraud
cussion and confidential exchange of information in 5. g écial equi " o ,
broad area of securities and related real estate - SR quipment on as needed basis, e.g., cameras,
promctions scopes, radiocs, videotape equipment.

i 5. State Securities Administrator E. Depar?ment of Social and Health.Services
g 1. Administrative subpoena power (limited to some extent : (mu}tl—faceted agency encompassing welfare and public
A by automatic immunity provisions). 3 a551stanc? grograms) .
, 2. Attorney 'inveétigator and some "light” accounting b ‘ 1. Capability for detection and case development of mid-
el : , f o g - range vendor* fraud cases in public assistance area
expertise available for intra-agency case develop includin - '
nent. ng nursing homes.

3, Tn limited instances (small offices) available for
assistance at trial, including drafting of pleadings,
witness preparation, legal memos and jury instructions.

4., Accepting complaints in agency's area of regulation.

*Uyandor"~~individual or entity providing a service usually by
contract with agency as opposed to a recipient of public assis-
‘ v ok tance. The Fraud Division does not as a matter of policy handle
*agencies with in-house capability to detect, investigate and s welfare~recipient fraud although DSHS investigators are experts
refer a completed case to prosecutor for filing. ‘ in developing these cases and regularly present these matters to
the criminal division.
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2. Rgency investigators and auditors available for . 4 3. Access to records of all public agencies. |

-

intra-agency case development as well as for task- , 4 4. Excellent scurce of information relating to criminal
force operation: in major fraud investigation under i fraud activities within public entities.
dirgction of deputy prosecutor. i g 5. Compile reports of irregularities and work with

3. Agency administrative subpoena power and auditor L prosecutor staff in any follo?-up crlmlnal investiga-
access to vendor records. o ticn, -

4. Agency expertxse relating to standards of care, need ; E 6. Authority to conduct unannounced flscal and physxcal
for care and other licensing requirements for nur51ng: .: inventory audits (e.g., pol:ce evidence and propexrty
homes or care for aged. %; i rooms)

II. Limited Case Developmeq#‘Agencles* § D. State Department of Motor Vehicles
s 2 1. Liaison for consumers with title problems, new and

e A. State Attorney General/Consumer Protection Division
’ (Consumer Protection Act Jjurisdiction, civil suits only)
1. Detection and referral of aggravated consumer frauds

used: car dealer complaints.
2. Detection of odometer rollbacks and investigative
support of prosecutor staff on any follow-up.

SR R
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uncovered through consumer complaint processing. i 3. Access to auto dealer records coupled with adminis-
2. Attorney and investigative staff avai. ble on select- ] trative subpoena power.
ed matters for joint development. s i 4. cCapability for designing and’ 1ayout of exhibits,
3. Information concerning patterns of flaudulent business b charts and graphs.
practices for use in targeting prosecutlons. %
4. Primary receiver of "walk-in" consumer complaints. é E. State Real Estate Division
’ ‘ ﬁ l. Access to broker trust account records and escrow

B. City of Seattle, Office of Consumer Affairs

records.
1. Detection of aggravated consumer frauds through b 2. Administrative subpoena power,
complaint processing. i : _ % 3. Iavestigative assistance in real estate and broker
2.  Referral agency for "walk-in" consumer complaints : frauds.

where activity located in city. . g 4. Compile disclosure information under state law
3. Some investigative aid on short-term basis where E relating to real estate developments.
relatively simple fast-developing fraud involved, & 5. Regularly supply .information relating to possible
e.g., door to door solicitations, charity fraud ¥ criminal frauds occurring in agency's area of
promotions. b ' regulation to prosecutor's staff.
4. Some access to business records under licensing b : :
ordinances. . . _ F. Seattle~King County Health Department .
5. Case development capability in area of unlicensed - 1. Meat inspectors and lab personnel with capability of
- contractor activities (home 1mprovement fraud) where - developing misdemeanor prosecutions relating to meat
coupled with a consumer injury. 3 adulteration.
g . 5 ' . s s .
' £ : 2. Provide consumer information and education in areas
C. State Auditors b of expertise, e.y., meat labelling, pull-dates and
1. Excellent investigative accountants and audlt staff. : codes, grading of meats, chain store advertising.

2. Administrative subpoena power.

*Limited Case Development Agencies are those that principally
need prosecutor direction in further deweloping cases cxr do not
continue working with the prosecutor after referring 1nformat10n
of crlmlnal act1v1ty to the Division.
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ITI. Primary Source Agencmes*

A. Post Office Department (U.S. Postal Inspectlon Service)

1.

Information relating to mailing addresses, P.O. boxes,
change of address, location of witnesseg, mail for-
wardlng,serv1ces, and other postal recoxds.
Information on individual suspects, defendants or
bu51nes° entltles, subjects of post office investiga-
tions.
Mail cover survelllance where strict agency guidelines
are met. A i

B. Federal Trade Comm1531on (Reglonal Office)

1.

2.

Publications and newslettexs of recent admlnlstra+1ve
actions taken by the Commission.

Information relatlng to subjects of 1nvest1gat10n
where some FTC action has been taken or is underway.

C. Internal Revenue Service (Intelligence Division)

1.

2.

Liaison agency for follow-up tax investigations on
major frauds, .

Conduct investigative training seminars on auditing,
bank records, investigative accounting metheds.

D. -Secretary of State

1.

Corporation records including artlcles of incorpora-
tion and amendments.

IV. Scurce Agencies*¥

A.  State Supervisor of Banking (Savinés and Loans)

1.
20

3.

Detection of bank frauds, e.g.; self-dealing loans,
installment loan frauds, siphoning of bank assets.
Trained examiners capable of analyzing and document-~
ing fraudulent transactions.

Case referral potential limited by confidentiality
associated with joint federal/state bank examination
reports.

*Primary Source Agency-~agencies which reqularxly and freguently
provide ‘information and investigative data on an "as requested"

basis.

**pgencies infrequently solicited for information but which make
a number. of services available if case within agency's area of

regulation.

88

Federal Home Loan Bank Board

1.
2.

3‘

Trained savings and loan examiners.

Savings and loan record access, agency subpoena
power, witness depositions associated with supervis-
oxy powers.

Examination reports available to prosecutor through
procedure set forth in Code of Fedé?%l Regulations.

State professxonal ‘Iicensing agenczes

1.

Liaison for reference of non-criminal consumer

complaints related to a licensed profession or

activity. v

Records maintained on licensed professionals, in-

cluding prior complaints.

Some investigative capability for specific tasks

assignment,

Where contractor registration reguired by law:

a. Misdemeanor case referral for unllcensed con=
tractor oparatlon.-" £

b. Assist ini prov1d1ng a crlmlnal remedy for small
dollar amount home repair frauds where contractor
is unlicensed.

Federal Bureau of Investigation

1.
2.

3.

Extensive federal law enforcement funttion.

On “as needed" basis where common interests are
preseﬁt; information on background of FBI investiga-
tion subjects.

Location and apprehension of fugitive defendants where
federal unlawful flight warrant obtained.

s

United States Attorney's Office

1.

Information relating to defendants and/or fraud
activities that are subject of federal investigation
and/or prosecution.

Access to federal agency investigative reports on

a "pﬁbsecutor to prosecutor" basis on "as needed"

basis.

ﬁSupport in obtaining unlawful flight warrants before

U.S. Magistrate,
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F. Public Disclosure Commission (where state law provides
. for such an agency)
1. Maintains political campaign contribution disclosure
forms. : : , N
2. Limited investigative capability prlmarlly congarned : = ‘ e
w1th non-disclosure violations. ; . S

G. State Department of Revenue v
1. Tax returns of all types (including federal income
tax returns where federal-state compact in existence);
‘access limited by state confidentiality statutes but
noxmally obtainable by subpoena.
2. Trained auditors avallable to work on criminal tax
1nvest1gatlons. W

APPENDHX B

KING COUNTY (SEATTLE) FRAUD DIVISION
‘ PROJECT FORMS
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CASE INFORMATION CARD
Complaint Agajnst: ——
Addresss__ | | ' Phone #:
Person or Agency Complaining: Phone #:
Nature of Complaint:
Complaint: : Investigation: Investlgator: Case Filed:

2 Cause #;___ | Charges: ;
Attorney for Defense: | - _Phone #: |
Deputyr Y ; Arraigned: ) — ,
Plead guilty or trial date: , __Results of Trial:

Sentence Date: ___Judge: i
-Sentence: |

No, of Complaints:

(This is filled out for each complaint, investigation, case, etc.)




INVESTTIGATION INFORMATION FORM

WEEKLY SUMMARY SHEET

; Week of:
% Mame: Month L
i E i INQUIRIES
Investigations Opened During Month ‘“ _
Fé§ Individuals
Name of Invest.: ; Phone | Walk-in. lother Agencies TOTAL
Date Opened: Qu'onday u
Type: “Iruesday
. _;ﬁ9dnesday .
; - g; ‘Source: ' Thursday
: o ~|Friday
i -Name of Invest.:
COMPLAINTS
Date Opened: , g 4
= ' ; Individuals Other *
Typeyu o iDay Phone | Walk-in| Litrs Agencies TOTAL ke
(i C ; L
honday .
Source: i
‘ Tuesday &
[Wednesday ; 
Name of Invest.: ’ - ~ L
Thursday v
Date Opened: o
riday e
Types R i
INVESTIGATIONS -
Source: Date Name Description of Violation ?
Name of Invest.: &
e Date Opened: f%
‘? . Type: :
L :
IR Source:
CASES FILED
(Source, e.g, citizen, SPD, State Auditor's Offidé)’étc.) Date Cause No. Name Felony|Civil| Misd
(to be filled out by attorneys, intesns and investigators)
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CASE STATUS SHEET

(One sheet for each Fraud category)

tive Resti-|

Cumula—

Resti-

Fine | tution jtution

Jail

Term

DateSen—

tenced

Date Pound

Pleaded [Guilty/

Date

Victims [nomic Lossitive Loss | Guilty {Not Guil

Cause | No.of !;st. Eco~- |[Cumula~—-

No.

Defendant

Date

iled
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" MONTHLY SOMMARY REPORT FOMH—
UNIT STAFFING _ o

ot o i

Participating

ATTORNEYS - COUNTY

270l
INVESTIGATORS HQNIH

LEGAL ASSISTANTS/STUDENT INTERNS

CLERICAL
T 13
A-1 ,
COMPLAINT HANDLING ACTIVITY
INQUIRIES "1rv

Inqulrles or citizen contacts made during” month

CITIZEN COMPLAINTS

Complalnts pending action at end of last month
(Copy figures from last month's report)

Complaints received during month

Complaints closed during month

Complaints pending action at end of ‘this reporting month

IMPACT

Number of complalnts yielding flnanc1al recovery,
restitution or property ;

Approxlmate dcllar value

RESOURCES EXPENDED ON COMPLAINT HANDLING (In man-months)

Attorney
Investiéétéf
Legal assistant,bétudent intern

Clerical

If there was a large number of complalnts in one category, ldentlfy
the category and describe what this might be attributed to, e.g.,

press, radio, T.V. releases, lectures, etc.:




(KEHY Y

MONTH

- ——

e ot et 2 e e o

ParticieSting

‘ AP TS 3.
SPECIAL IUVESTIGATIONSI :

Special invcstiqntionS'in Progress, at end of last
monti (copy ifigures from last month's repore)

Special investigations opened during month

Specis) investigations compléked during month

Special investigaﬁions in progress at end of
this reporting month

.y INDICTHENTS

Indictments obtained this month
CIVIL COMPLAINTS

e e e

‘eivil complaints pending disposition at end of
last month {copy figufes from last month's
rapore) : ‘

Clvil comp}aints‘filed this month
' ©ivil complaints closed this month

Total civil complaints pending disposition at
end of this reporting month

f ”‘ CRIMINAL CASES ~ MISDEMEANORS.

" 'Filed misdemezanor casee pending dispesition at
end of last month (copy figures from last
wonth's report)

V. Misdemeanor cases filed this month

‘Migdémeanor cases closed this moneh

AT

Misdemeanor cases pending disposition at end of
this reporting manth

CRIMINAL CASES -~ FELONIES

‘Filed felony cases pending disposition at end of last
- month (copy figures from last month's report) )

i

Felony cages filed this month
Falony cases closed. this month

Felony cases pending disposition at end of this
reporting month

i

.3
NUMBER OF ECONOMIC CRIME CASES FILED BY OTHER UNITS IN ¥OUR OFTICE

Civil cases

Misdemeanor cases

ST o . Falony cases

|

;Special investigation in the context of thess reports means the gathering
- of facts with the intent to prosesute, or “"proactiva“ investigations

dagigned to uncover violations or pattérns of violations based on potential
for major interest.

i

Sl Gic AT

Eeiiai

G i

COUNTY

HONTH

II.

IIE.

Participating
A-ITX
WARRATIVE

Development in important or significant investigations and cases.

3 i i that may be occurring
ases and investigations that involve schemes
¢ in other jurisdictions or which, for any reason, shoztd be mentioned
in a confidential binlletin to other participating units.

significant court decisions, legislation, or administrative rulings
in your jurisdiction.

other informations, comments or suggestions.
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1.
2.

COUNTY

MONTH

B-1

SPECIAL INVESTIGATION OPENED

Investigation name or number: L o et

Date investigation opened: [ - [ ] ‘ I ] i
) Month Day - Year

Describe the economic crime category of th:.s inv:st;.gatxon according
ko each of the following hnadmgs-

Example

Home :.mprovement, auto, securztxes

Product or service

Transaction Repair, c:edi!; and loans,investment

‘scheme . Failure to perform sexvice;
pyramid (partial or total),
failure to register securities

Source of investigation:

-_Single citizen complaint

Several citizen complaints
Private counsel

Referral from outs;de source. Name séurce

' Referral from economic crime project centpr or partxcipatmg
or assoclating office, Name office

Referral from ancther part of your DA's office
2l
Initiated by your unit ("proactive")

Other. Describe:

Is there an idantifiable predominant victim group with sny pf the
following characteristics? Answer yes or no. If yes ,ause identify.

IR [Q¥es  [JRacial and ethnic minority groy = JElderly
L\ : ;
[O3usinessmen - [JWomen  [JoOther. Specify
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INVESTIGATOR ' COUNTY,
ATTORNEY : : woHTH

B2
SPECIAL INVESTIGATIONS QOHPLBTBD

). Investigation name or pumber:

2. Pate investigation opened: g];
. ®on Ry

t

;aa:
Date investigation closed: . '- m ;

Day
3,  Ware inguiry judge or grand jury used? [} tnquizy judgs
[JGeend Jury

§ Indictments returnad

4. Disposition:
Cages were £iled azising out of this investigation.

Fater nutber of ¢nace filed balow: il
Pelony Higd. Civil Popalty Injunction

Investigative rogults turned over to AMOLHOE SYANCY

——

Yame agency:
Cege Goemed without merit to prosecuts
Cage @ d %eo expamiv& to merit prosacutien

oo ewpensive in terme of man~hours regquired "
Foo expansive in teyms of actual cagh expanditure

Others peseriba .

5, Was financial racovery or restituticon eobtained without prosesution?
Yaa Enter dolisr value: §
Mo

G.A. ‘Nams any agency which asgistad you in this hvont;qatlcn

w_ ‘ _ (2
3 (4 __ ’
B 'qm the project center assist or advise you on this invastigation?
Yas
Ho

7. Estimate resources sxpendad on investigaticn to data:

Attorney man-weeks

n——

Legal Assigtant man-weeks ___ Total costs of special
. "™ services or equipment

Invastigator man-weaks

Voo

{Ura the convarsion 1 man~day = .2 man-waeks: 1 mansgonth = 4 man-wacks,

8. Was a press relsase issued? Yas i Ho

9. Was there madia coverage on this investigation? Yes Mo
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IHVLLTLULATUR cuunlTyY
ATTORILY MOHTH
[ —r—
c~-1
1. Invqstiqaéion name or nurber:
2, Coutt name Or number:
3. Date case filed: [::[:]
Month Day Year

Was the case prepared
for direct filing:

Yes

No

DPescribe the economic

Product or service

by an outside agency, and brought to your unit

Name agency:

crime category of this case according to:

Example:

Home improvement; auto; securities

Transaction Repair; credit and loans;investment
Scheme Failure to perform service;
pyramiding; (partial or total);
fallure to register securities
6., Case type:
civil
Felony Misd, Civil penalty Injunction
7. Action by: Complaine Indictment Information
8. Number of defendants named in action:
9. Charges:
CHARGE‘ NUMBER QF COUNTS YIOLATION STATUTE CITATION
Felony/iisd. ) (2.9, larcany, false
adv., secur.)
(Example) _ Felony larceny 9.54.010
10, 1Indicate case assignment:

| . 11,
12.

__Unknown

————

Attorney in your unit Attorncy in separate trial

bureau

Enter approximate dollar loss to victim if known: $

Is there an idenyifiable predominant victim group with any of the
following characteristics? Answer yes or no. If yes, please identify.

Ouve  [OJ¥es [Jracial and ethnic minority groups  [JElderly
[J Businessmen  [Juomen  [JoOther., Stecify
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APPENDIX C

SAN DIEGO FRAUD DIVISION
SAMPLE PRINT-GUT
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ACE
L
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ANEI
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AMEL
ARAL
AVE!
AVE
BAS
BAY
BEE
BIL
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8RO
BRO
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cap
CHA
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s COMPLAINT FORM
THE OFFICE OF THE DISTRICT ATTORNEY, COUNTY OF SAN DIEGO, ELWIN L, MILLER, D.A.
FRAUD D|VISION

220 W, BROADWAY, P.0, BOX 2031, SAN DIEGO, CX 92112
PI‘EASE PRINT REQUEST FOR INVEST/GATION AND COMPLAINT ’
VICTIM: Date
Your name QOceupati
Address Phone, (ReSTHANCE) .urcumimmeiimrersrimsmsamiansin sapsrseren
- Phane {Bus| )

SUSPECT: List name of firm or individual compl'nim ig baing made &gainst.
(dentify salesman or representative dealt with.

1. Name
i Phone
3 i
2, Name
Address Fhone
B Ry N g N I L e L AT I L T S LR K SFb bt TSB A e aT ek e
Date of tccurrance Amaount of Loss

Location of occurence {City and County)

Do you have any wi ?

Have you contacted an attorney? Who? O N

Asw any civil sctions {law suits}

Have you centatied any othar g8REIASA. umemmnen  NEMS agency

Do you knowr ety other victims?

Ara you witling to sign a formal (c:ln-irﬂl) complaint am‘tasmy in Court regarding this matler?

B AR A AR EDAS e A B IR, Bl BT ARLLATRRRS R LT vizEmLL T b BELE > ame

4 e w

Briefly explaln the fe5ts upon which you are basing your complaint, including first contact with suspect: PLEASE PR‘NT

DECLARATION

an 2t «Sallfornia, ..

*Attach additional remarks and copies of contracts and corraspondence 10 this Jorm, — DO NOT SRITE ON REVERSE SIDE,

NOTICE: The ldgal atatf of the District Attormey’s Gifice Is nat
permitted to angage in- the private practica of. law o2 1o fumish

I.ASlmlar.e..Mnsiac.na.naLtv..p.t.ﬁm!ury..ma&.ma.iaiagalnn.lx.xma..ami,,cmm.md.J.hat.xh(s.s%w(ﬁmibm.ma‘.axm\ed...

., logat sdvice In civil rmatters, ) signed
0O NOT WRITE GELOW THIS LINE
Date Recaived By ¥ihom
ot Y )

INV 73 tRav. o7}

1186.

DISTRICT ATTORNEY

COUNTY OF SAN DIEGO, CALIFORNIA
BUREAU OF INVESTIGATION

INVESTIGATIVE SERVICE REQUEST

All service requests muse be legible, specific and complete,

tigator for assignment,

Felony File No.

Date of Request

Pleuse forward all copies of this form to a supervising inves-

Misd File No.

Peaple vs,

. g . -
Investigator's File No. of Other Court Date

) GJ s Municipal uini, Superiof...
+File Loeation

Type of Offense

{check unle)

Requester
Location of Offense
Service desired {Please be specific):
-
Investigator assigned . Date , By
Estimated Completion Time (hes,) Date . By

Date Completed : Time Expended (hrs)

Poge ...
INY 64 (8-71)

17

H

1
L
3
!

]
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CASE RPIEC’D.IGE PORM

OFFICE OF THE DISTRICT ATTORNEY

Name _of Defendant(s)

SAN DIEGO COUNTY

Crime Charged

Date of Offense

Officer Requesting Complaint

Department

Upot review of evidence submitted in the above described matter, -it is found that a complaint

cannot be issued at this time for the following reasons:

Date

White - Officer requesting complaint
Yellow - District Attorney
Pink - Deputy District Attorney

MIS B.{7-71)

EDWIN L. MILLER, JR.
District Attorney

By:
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Deputy District Attorney

CASE ACTION REPORT

Judge: Def. Atty.

»
.

" Court

.
-

Date

ACTION TAKEN

LI R

CHARGE

NAME OF DEFENDANT
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DEPUTY:

SUBMIT PROMPTLY ON DATE OF OCCURRENCE

-
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. - APPENDIX E |

" ESTABLISHING AN ECONOMIC CRIME UNIT
£ LESSONS LEARNED FROM THE NDAA ECONOMIC .
v ) CRIME PROJECT -~

$
3
v

-
.

DISPOSITION SLIP
i

i Reproduced from a document prepared by the Battelle Institute Law

L and Justice Study Center, Human Affairs Research Center, Research

‘ and Evaluation Report on the First Year of the Economic Crime

3 ;| -Project, National District Attorneys Association, July 1, 1973 to’
June 30, 1974 (pp. 92—-131).

VALUE OF PROPERTY
RECOVERED

CASE NUMBER
COMPLAINT

MONEY RECOVERED
DISPOSITION COBE
DISPOSITION DATE
INVESTIGATOR
Criminal ( )

TYPE OF
Approved by Sup

Time:

'TIME SHEET
CASE NUMBER:

.
»
s i

Date

.
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120 .

R

121

T

A
18
ol i



INTRODUCTION

This section of the report addresses major issues in the planning,
development, and early operation of an economic crime unit i§ a
local prosecutor's office. It is based on extensive discu551o?
with local prosecutors who have developed and operated such units
and who are participating in the NDAA Economic Crime Project, and
on observation of their programs. Although these is wide diver-
sity among the economic crime units in prosecutors' offices par-
ticipating in this project, these is a substantial agreement on .
most of the aspects of the development of a unit discussed in this
section.

This report presents a composite picture of the experiences of
those units, indicating where they agree on particular approaches,
where there have been different approaches taken, and the evident
implications of those differences. The formation and operation ?f
an economic crime unit is, of course, a continuous process. Poli-
cies established to deal with problems of the moment can have long
lasting effects on the performance of a unit.i'Consequently,.each
specific point discussed in what follows is interconnected with
all of the other activities of a unit. : ‘

Two basic considerations must always be‘kgptcin mind. The f%rst
is the importance of setting up and opgvyxlng an economic crime
unit in such a way that administrative and organizational: issues
interfere as little as possible with actual operations——@ith the
investigation and prosecution of economic¢ crime. The challenge
faced in setting up an economic crime unit is not knowing how t9
solve organizational problems~-solutions caﬁ_be found; rather, it
is charting the course of the unit in such a'way that as little
time, effort, and money as possible is spent having to solve them.

The other consideration is that priorities and unit policies must
be determined from the outset of the unit, to guide its growth and

program. Such planning need not be detailed or restrictive; it is}l
assential that an economic crime unit be flexible. The absence of

planning will not preclude an economic crime unit from having all
the work it can handle. But, without planning, a unit's approach
is likely to be wholly reactive, uncoordinated, and inefficient.
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The main points dealt with here, then, are not matters of tech-

nigue in the investigation or prosecution of economic crime, but
are key issues in the formation of a unit to conduct those activ-
ities, in the identification and acquisition of cesources to make

it possible, and in the organization of those activities to per-
form more effectively.

There has been little commonality among the economic crime units
in the NDAA project in the way in which they were conceived and
established. Some were developed as a result of careful planning
by the district attorney; others began operations with staff as-
signed before they had figured out what they were going to do;
others: are the result of a slow accretion of resources without any
particular date of birth.

Two units about equal in size illustrate this diversity. Each is
a successful office, highly regarded by other prosecutors in the
project. In the first example, the district attorney requested a
young assistant to make a study of the relevant state laws, to
visit other units within the state, and to write a report about
the possible form which an economic crime unit could take and the
sources of funding available. Based on this report, a grant ap-
plication was prepared for LEAA block grant funding, and in due
course the unit was funded. 1In the interim, the assistant who
prepared the study, for personal reasons, had to take a temporary
leave of absence from the office. A law intern began the process
of establishing liaison, exploring potential cases, and undertak-
ing some investigations. By ‘the time the grant had been approved,
the assistant who had planned the unit had returned. Much of the
investigation had been done on several cases by this time. When
the unit formally began operations, it was in a position to return

six indictments very quickly.

In the second example, the district attorney and a young assistant
prepared a grant application for LEAA block grant funding to sup-
port an organized crime control unit. At that time a policy de-
cision was made in the funding agency not to release funds for
that purpose, but it was learned funds were available in the state
plan for economic crime and consumer protection. The grant appli-
cation was revised and the unit suddenly came into existence.
After a period of organization and exploring possible directions
it could take, the unit has begun to develop major criminal cases.
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As these examples indicate, a local prosecutor's office can devel-
op a good economic crime unit regardless of how it originates. Of
paramount importance is the guality of the unit staff, and the
sustained commitment to the new unit on the part of ithe distr%ct
attorney himself. Nevertheless, the experience of assistant dis-
trict attorneys who were responsible for setting up economic crime
units points up several approaches which they would follow if they
were to start again. One of the first matters to be dealt with in
initiating a unit is policy planning.

A, Policy Planning

. There are five major policy questions which should be considered

at the planning stage of the unit, which affect in greater or
lesser degree the way in which the unit might be set up. These
are:

e the type of crimes or abuses to be dealt with;
e the approach towards handling citizen complaints;

e the stress placed on different available remedies,
particularly whether thexe will be emphasis on
civil as well as criminal action;

e the type and manner of disposition of cases; and

& combining non~economic ¢rime functions with the
economic crime unit.

Crimes and Abuses

The major decision to be made regarding the types of crimes and
abuses to be dealt with is whether the unit will specialize in
certain types of crimes, such as consumer frauds, or business
frauds (usually meaning crimes which involve substantial dollar
loss committed by businesses on othexr businesses), or will handle
all forms of economic crime which come to the attention of a
large office. ‘ ' '

124

R ORI

o

i oz

T P T TR

Sy

P T

Whether the emphasis will be on all economic crime, or just on
consumer frauds, business frauds, or other special types of frauds
such as securities or welfare, has major implications for deter-
mining what background and skills the staff will need, office
space to be assigned and relationships which have to be estab-
lished with local, sEate, federal, and private agencies.

Citizen Complaints

The approach the unit takes towards handling citizen complaints is
clearly related to the first policy decision, regarding types of
economic crimes dealt with. Opinions differ strongly among prose-
cutors about what is the best posture for an economic crime unit
with respect to handling citizen complaints. Some argue that this
is a time~consuming and hopelessly inefficient method of uncover-
ing and responding to economic crime, preventing the unit from
adopting a proactive; preventive approach to combatting economic
crime. Others argue that it is an important public service to
provide a place to which citizens can complain, and receive prompt
attention, if not always recourse, from their government, and that
this activity provides intelligence about abuses and patterns of
abuses that could not be obtained elsewhere. (One office claims
that it has received wind of just about every current scandal in
the city, before they became public, through its consumer com-
plaint telephone lines!).

Ways in which units have solved some of the problems inherent in
complaint-handling are discussed in detail below. It should be
kept in mind that the penalty for not preplanning an approach to
handling citizen complaints can be a crippling loss of time from
other investigative and prosecutive undertakings. It is thexe-
fore essential that this issue be resolved before the unit is es-
tablished.

Criminal and Civil Remedies

There should be flexibility in the approach the unit takes toward
adopting various available remedies during its early operation.
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Many unit chiefs argue that is is important for the unit at first
to gain recognition and the respect of other agencies through cri-
minal prosecutions. Many units have, after acguiring a record for
criminal prosecution, then supplemented their activities with the
use of civil remedies. For instance, ohe unit found that repeated
criminal prosecutions of a supermarket chain for weights and mea-
sures violations which permitted only minor criminal penalities,
failed to deter the firm from subsequent violations. It there-
fore undertook a civil consumer protection suit against the firm
(this was the unit's first use of civil remelies) which resulted
in a substantial penalty against the firm, substantial publicity
about its actions, and an agreement by the firm to install fat
analyzers in all of its markets. In this instance, the effec-
tiveness of the civil remedy was greater becuase there had been
earlier criminal prosecutions.

Remedies are not limited to criminal and civil litigation. Every
prosecutor should, in cases where litigation is not appropriate,
refexr matters to other agencies, use moral suasion, encourage re-
solution of disputes through binding arbitration, or adopt a host
of other approaches. These alternatives can be explored as the
unit develops; many are discussed in following sections of this
report.

Trial Responsibility

Prosecutors do not agree whether economic crime units, or other
specialized divisions within their offices, should try their own
cases, or whether all trial work should be handled by a general
trial bureau. Those who oppose general trial bureaus argue that
economic crime cases are complex and require mastery of a substan-~
tial body of facts, and thus should be handled in court by the
economic crime unit attorneys who have studied the relevant law
and thoroughly know the case. Those who support assigning trials
to a general trial bureau argue that effective trial work requires
familiarity with and experience in the courtroom, which economic
crime unit staff generally lack because they do not try a large.
number of cases, and that putting the staff in the courtroom would
remove them for too long from the other activities of the unit be-
cause of the length of many cases. If the conomic crime unit
staff will not try its own cases, it is essential that it still
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participate to the maximum extent possible with the assistant
trying the case--at all stages of the proceedings. If the unit
staff cannot see, feel, and understand how its work product is
being used, it is questionable whether it can effectively investi-
gate and prepare cases for prosecution.

Other Unit Functions

The prosecutor setting up a unit must decide whether to combine
other functions with those ordinarily assigned to economic crime
units. Usually such mergers involve environmental protection
units. This approach may occasidnally lead to distractions from
the mission of either unit as two sets of responsibilities com~ °
pete for attention, but it may also provide an office with oppor-
tunities to supplement its resources in either area by permitting
a relatively easy shift of manpuwer from one to the other as needs
arise. For example, one unit, which handles large numbers of
consumer complaints, was set up in a building separate from the
main office of the district attorney. This location was desirable
for dealing with walk-in complainants, but the single attorney in =
the unit found he was quite isolated from contact with other at-
torneys for informal discussion of development of criminal cases
and other legal matters. The district attorney did not have the
resources at the time to assign another attorney to the unit

(and if he had it probably would have had to be an inexperienced
new assistant). He was, however, able to transfer the environ-
mental protection division to the same building. This shift in-
directly and temporarily solved the problem of providing the unit
chief with contact with other attorneys who were dealing with
similar legal problems. It is an option which every district
attorney should consider in a similar situation.

B. Staffing a New Unit

Many prosecutors with experience setting up economic crime units
recommend approaching economic crime on a part-time or intermit-
tent basis to develop gradually a conherent, effective program
against economic crime, or to operate in a manner which consistent-
1y responds to and interacts with other economic crime control
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agencies. Sooner or later, howevex, larger prosecuto;'s ogfices
realize that to achieve an effective program for dealing with
economi.c crime it is necessary to set up a separate division de-
voted to it. Aside from limitations arising from lack of funds
or other resources, many experienced prosecutors would argue ?hat
the minimum staff should be three staff members plus a full-time
secretary. (Clearly, this minimum does not apply to so-called
tsmall! offices, which are discussed in a separate section below.

Staff Composition

The composition of the staff will, of course, be related to t@e
types of tasks which the unit has set out for itself. The unit

is usually headed by an attorney.* Units choosing to make a
major commitment to servicing citizen gomplaints face somethlng

of a dilemma in determining the composition of their staff. It

is clearly a waste of resources to assign attorneys to routine
complaint resolution processes, which should predominantly‘be '
the responsibility of investigators or paralegals. Where 1nve§t1—_
gators and paralegals are used, however, attorqeys.who are assigned
to the unit will have increased demands on their time, super-
vising their activities, making determinations of which cases may
be criminal or actionable violations, and attempting to prosecute
cases in order to maintain the credibility of the prosecutor's
office in its attempts to resolve other disputes. If volunteers;
legal interns, or other inexperienced staff are emplOY?d in com-~
plaint handling or investigatory positions, the supervisory de~.
mands on attorney staff can outweigh the gains achieved by freeing
attorneys from complaint handling in the first place. Some Of~
fices have attempted to resolve this dilemma by creating a three-
triered relationship involving attorneys, experienced professional
investigators, and lower level staff directly handling complaints.
This approach will be effective if there are adeguate resources

to hire such a diverxsified staff. With inexperienced staff at
each of the two non-attorney levels, such an approach will actu-
ally increase the burden on the attorneys. ‘

%*  An exception to this general rule is described below.
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There are other ways to relieve attorneys from some of the admin-
istrative demands not related directly to investigation and pro-
secution of economic crime. One is to use non-attorney adminis-
trative assistants. Units do not need such assistance on a full-
time basis. They can make use of part of the time of the adminis~
trator who services the whole office. While generally this admin-
istrative assistance can be Highly benefigial to the unit chief,
by relieving him of certain management chores, it can also result
in interference with unit policies. For example, in on& unii the
district attorney's administrative officer assumed certain xas-

~ ponsibilities for managing the complaint-handling procefiures of

the unit. One of the procedures he instituted was to mail com~
plaint forms to complainants, rather than havs the secretaries

_ take the complainant's story over the telephene. This procedure

did cut down the time secretaries spent on the phone, but it had

%\two side effects the unit chief regarded as counter-productive.
First, 35 percent of the complainants who called the unit and

were asked to fill out a written complaint form never returned
them; because of the new procedure these people were effectively
shut off from the services the district attorney promised his
constituents, and information about alleged ongoing schemes may
have thus been cut off from the unit. Moreover, secretaries who
had felt they were an important part of the unit's operation be-
came demoralized because they felt that they were only shuffling
rapers and were not allowed to use the skills they had developed

"in talking with complainants. However, even though these ad-

ministrative changes strongly interfered with policies of the unit,
they have been retained, partly because the workload of the unit
has grown to a point where the unit is simply not geared to handle
the 35 percent of the complaints that stopped coming in.

Another method for more effectively allocating staff time between
administrative and other responsibilities that has been tried in
one economic crime unit, whilth is not participating in the eco-
nomic crime project, is useiof a non-attorney to head the unit,
working closely with an attorney who acts &s.legal counsel. Un~
usual circumstances make this unit particularly appropriate for
management by a non-attorney. It operates as the complaint-hand-
ling and consumer fraud investigative arm of a consortium of five
district attorneys, each of which'darries out in his own office
prosecution of cases developed within the combined’unit. The unit
stresses use of volunteers and paralegals to handle citizen com~
plaints as well as an active program of public education and com-
munity involvement. Consequently, major administrative matters
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Assistant district attorneys and investigators 1in existing ec

. . I i ing opinions on the level or
nomic crime units have widely differing Opinid i+ staffs--often

nature of experience needed for econowlc quze,;nzzuids e
expressing strong preference for part}cula; ackgrou §ther Y.
different f£rom the preferences of the;r colleagues in ot
A few~generalncomments_can be mgde about experlence an ckg

" for economic crime unitustaff. -

\ \ " - e
Many difficulties encountered 1in sett%ng up an ecomzml?sczzgice
unit, or probably any new bureau within any proiecu o¥ experi:

) ' 3 . r

inti nit chief who has prio
can be resolved by appointing a u : A G
i thi i hief who is known by othe the

ence within the office. A C . ors I e in-

ice’ ‘ i i dence, can easily wor. x

fice, and who has thelr confi 2 ‘ o n
Zirﬁéllliaison within the office which 1s often é-nec:siizi iﬁ?ef
plement to a limited initial budget for a new unit.

B
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who has had subétantial time in the office also will have made im-~
portant contacts with local outside agencies and court personnel
with whom he will be working regularly. :

Other prosecutors feel it is important to have an economic crime
unit headed by someone who has specific experieinice in dealing
with economic crime. In some instances, it is possible to find
such an individual on the district attorney's existing staff.
Some units have come into existence precisely because one assis-
tant began to acquire economic crime prosecution experience, and
-brought the potential of an economic crime bureau to the district
attorney's attention. For example, one unit in the NDAA Economic
Crime Project was established wholly with pexrsonnel already in
the office. An attorney with an accounting background had de-

" veloped substantial experience over a period of years with hand-

ling economic crime cases in his position within his office's
rackets bureau. The possibility of a separate economic crime unit
was discussed informally with the district attorney and several
months later the district attorney announced that that dssistant
was to head the operations of a new economic crime bureau. Ad-
ministration of the new unit was assigned to another deputy with
executive responsibilities, and other staff were "borrowed" from .

~elsewhere in the office. After several years of operation, the
,unit applied for and received a state block grant, which will
permit expansion of its operations.

In other instances, a unit chief with appropriate experierce may
be recruited from outside the office, or even outside the juris-

‘diction, as was done for one of the participating units. He or

she is likely to be assigned assistants from other bureaus in the
office to provide the continuity and internal contacts the new
unit needs in its relations with the rest of the office.

All desirable froms of experience can rarely be found in a single
unit chief. Few people are simultaneously familiar with the over-
all prosecutor's office, with outside city, state, and federal
agencies, with the field of economic crime, and with the state
statutes which are appropriate for its prosecution, unless they
are already involved in an economi¢ crime unit in a local pro-
secutor's office. The response which most existing units have
made to this matter, in setting up their own units, is to organize
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a unit staff which includes a mix of as many of these factors as
possgible.

Often investigators can be hired who supply part of the overall
experience that is desired to complement the skills and experience
of the unit's attorney staff. In addition to providing investi-
gative expertise, such as that acquired from working with investi-
gative components of the armed forces or federal agencies,
investigators who know and have experience in. working with local
agencies and officials should be sought. More than one investi-
gator involved in the economic crime project has described him-
self, in this way, as a "shortcuttexr" who can cut red tape with
local agencies. When it comes to obtaining certain necessary
information for an investigation from state or municipal records,
for instance, the "shortcutter" knows whom to call to get the
information quickly, often unofficially. After a numbexr of such
unofficial checks, he knows where to return to obtain formal,
official information with little wasted time, and to avoid blind
alleys. The most common background for such an investigator is
experience in the local or state police or sheriff's office. The .
ability to succeed as a "shortcutter" requires a personal repu~
tation for discretion and for keeping one's word, a trait per-
taining more to the individual than to his background.

It was regarded as important by a number of unit heads that there
be someone on the staff, usually an investigator, who speaks a
prominant minority language, such as Spanish, and that someone

on the staff be Black or Chicano, or representative of other mino-
~rity groups where appropriate, possibly American Indian. Not
only does having such investigators wherxe appropriate aid in the
development of cases, but it contributes to the objective held

by all units of making a particular contribution to economic

crime problems of disadvantaged groups in the population.

Few units are fortunate enough to begin with a staff which is ex-
perienced in the nature of economic crime and in the statutes and
investigatory approaches appropriate to it. Whether or not this
nucleus of experience is available, some units have attempted to
tailor their early operations to promote training of unit pexr-
sonnel. This has been done by initial selection or investigations
and cases which are not unduly complex and which are illustrative
of scme of the basic skills needed in economic crime investigation.
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~ is such a demanding job, mentally

Anothgr proble@ related to the question of training, and of de~
vilgglyg experlgnced staff, is that of maintaining continuity of
i aff in the unit. Ma9y units rely on legal assistants and in+
lerns to rSund out their staffs on low budget. Often these are
b:: i:gﬁ;z;s wg? have completed their schooling and are awaiting
otona aAOtglen thy'do pass the bar, they are usually reas-
ot the tome o er division or lgave the office altogether--just
toke vorge gn‘Fhey.have acquired the experience necessary to
real inltiative in the activities of the unit and assume
:ome of the burdens of the unit chief. Because of their exper-
epce, sgch new attorneys are desirable recruits for economic
crl@e units, and should be seriously considered for hirin if!
assistant district attorney slots can be made available. d

Augmenting Unit Staff

OFher staff support for units can come from flexible use of exis-—
tlgg resources. With the blessing of its district attorney, one
unlt'takgs advantage of other staff in its office when majo; in-
vestlgat}ons Or prosecutions are under way, emploYing what it calls
thg ?taxl-squad", assistants from another division to helg out at
crlFlcal moments. This process can have dual benefits to the
office, for not only is manpower used efficiehtly, but the talent
developed among the "taxi-squad" in working on economic crime 1

cases can be ‘equally usefyl in prosecutions of rackets, organi-—
zed crime, and other complex criminal cases.

Many units havg also augmented their programs by the usébof stu-
giitcz;lgn?eifs or.l?w paid legal interns for investigations and
e Chfe;:nWiiirvmc1ng. For the task of complaint-handling, many
working o a partfzg:: ;g::svoizzteer st%:entsvor law students,

+ have some adv ‘
of regglar investigative staff, - Because th:;tzziZlive;ozie uie
part time and have high enthusiasm, volunteers may ozercoméothir

Servicing citizen complaints
and emotionally, that someone
d duration like most volunteers
@ person assigned to the task '

wo:king partFtime and for a limite
can possibly do a better job than
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full time. Use of this "free" rxesource can have significant
costs, however. Experienced staff can be tied up monitoring and
advising the volunteers, and in salvaging their investigations,

as 1s occasionally necessary.

C. Financial Resources For A New Unit

Finding resources to support an economic crime unit is a task
which every district attorney must necessarily face. The avail-
ability and source of funds can help to determine the size of a
unit, the scope of its ability to investigate, the approach it
takes towards citizen complaints, the cooperation it will have
with other agencies and other units within the prosecutor's of-
fice for key aspects of its task, and many other operational and

policy matters.

It is obviously impossible to generalize about the ease or dif-:
ficulty which a local prosecutor may have in obtaining funding™
for an economic crime unit. Only rarely does the prosecutor have.
the opportunity to allocate funds for a unit wholly at his own
discretion, without shortchanging some other prosecutive activity
of his office. As a result, the prosecutor is faced with the
decision of whether to postpone initial operation of the unit
until funding is clearly obtained, from whatever source, or to
begin operations with shifts in his existing internal budget until

more substantial funds can be obtained.

Several prosecutors resolved this question by appointing one or.
two assistants to begin initial legal research, establish liaison,
and proceed with case development before the unit was formally
established, so that momentum was achieved before final funding
was arranged. This process,does“ﬁaﬁfpreclude tapping any par-
ticular source of funds, and has the added advantages of permit-
ting the unit to start up with much groundwork out of the way,
with some continuity in staff, and with some immediate experience

- to apply for budget justification. Publicity from one or two sig-
nificant indiectments or convictions, which illustrate financial
savings to the public or service to citizens, can go a long way
toward substantiating the need and potential for an economic
crime unit in the eyes of funding authorities.
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When justifi i i
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prine u the;:n;gt Ee based on prior accomplishments of the unitg
S been no previous activity, or if the request

have the requisi i
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; on a single source of ) e
operat . : ; Support for
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o T diversion of other iy : ; =
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in some local Prosecutor's offices, although these grants
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ns € unit must either refuse the grant, or declare t:'

the council that a re
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ee; for instance,’ National Association of Attorneys General
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Sur
vey of ILocal Prosecutors: pata Concerning 1,000 Local Prose—

‘cutors (The Association: Raleigh, N.cC., 1973), p. 29
7 . .
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Even 1if the question of what to.do after the grant terminates is
not raised during the grant approval process, the gquestion should
be considered when the first grant application is being prepared.
It is possible that a unit will not survive financially when a
grant is terminated. While we are not aware of any cases in which
economic crime units have been terminated because outside funds
were cut off, other kinds of prosecutive units have not been so
fortunate. The National Association of Attorneys General reports
that in the case of organized crime control units at the state
level, “There is little indication that state funds are replacing
federal grants" to attorneys general; the units are being termin-
ated as the grants expire."* To repeat, while no cases like this
are known regarding economic¢ crime units, it is clear that simply
finding funds to set up a unit will not guarantee future support.

D. Unit Location And Physical Set-Up

A common difficulty encountered by new prosecutive units, not
peculiar to economic crime units, is inadequate office space.
Several economic crime units in the NDAA Ecdnomic Crime Project
commenced operation with staff scattered in several different
office locations--some in opposite ends of an office, some even
in different buildings. This should be avoided. Economic crime
investigation and prosesution requires too much dialogue between
investigator and prosecutor, too much checking with a colleague
to see if a suspect name sounds familiar, to be conducted in ,
offices that are in different buildings or on different flooxrs.

More unit chiefs have found, however, that although it is impor-
tant to have the unit together in one place, it is not necessary
to have the unit physically a part of the central prosecutor‘s
office. Separation may even be an advantage. VWhere the unit is
centrally located within the district attorney's office, and can
only be reached through the main reception area, walk-in complain-
ants, witnesses, or other citizens important to cases may be de-~
terred from showing up, or become reticent and uncooperative. - The
high security consciousness of many district attorneys offices,
particular when they are located in the same building as the
courts where tempers sometimes run high, may deter complainants
.o¥ witnesses from coming to the economic crime unit.

*  National Association of Attorneys General, Organized Crime Con-—

trol Units (The Association: Raleigh; N.C., 1974), p. 32.
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E. - Initial Operations

Tye f%rst objective of a new unit should be to develop inves-
:%gatlon§ énd cases w@ich not only represent significant brosecu-
dlve activity, but which will enhance the ability of the unit to
e:elog more and bettgr cases, and which fit into overall policies
es abl%shed by the unit. Clearly every unit will have to deal with
what might be called cases of opportunity--criminal cases so promi-
?ent Or so egregious that no one would think of passing them ﬁ .
jgst because they weren't part of a plan. Such cases can comepto
light frow tpe Press, from other agencies, from tips or informanEs
or frO@ victim complaints. The problem is that in some units ever'
complaint which comes to the unit may appear too important to'passy

" up.

ﬁs one unit chief qu it: "The first thing you have to learn is
ow to say no, meaning that the prosecutor must uge his discre-

tion in utlllz%ng his limited resources so as to have maximum im=-
Pact on economic crime.

Thgre are s?me organizational approaches which units have followed
wh1c§ have increased their abilities to select the cases the e
con51deF most important, without appearing unresponsive Onz -
pr?ach 1s to maintain liaison with a range of other ageﬁcies tzp
which Yarious matters can be referred. Thig approach carries

some risks; if the agency to which the unit refers a case fails to

follow through appropriately, th i
suffer the blame, Y € unit as well as the agency may

As well, some units pave found ways to screen cases by attempting
t9‘dev§lop a repu?atlon for handling only certain types of econo-
mic crime, thus discouraging other complaints or referrals. This

_specialization appears most often in the distinction between major

or b?31nes§ fra?ds, and consumer frauds. Certainly, one -6f the
considerations in making a policy decision to specialize is wheth-

er other agencies exist to handle the cri i
_othe: crimes ox
unit vwill not handle. ‘ ‘ sbuses vthh e

The actual criteria to be used for determining what crimes will be
concentrated on, or what level of loss constitutes a serious
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offense, are of course matters ‘to be regolved gt.the'discretlon
of the prosecutor. supporting such pollc¥ decisions, however,_
are a number of ways in which case selection can be gs?d to rz
solve problems of liaison, resource development, tralning,lzzr
strategic investigations, which the prosecutor shoulﬁ consi .

Some units have indicated, as mentioned above, that the¥ hage se-
lected for investigation cases such as embezzlements which ’avg

a high degree of value for training new §t§ff. Sgc@ ?asez ari -
also often easy to prepare and win, prQYldlng an initial oosl °
unit morale, and publicity about the gnlt: In.turg, cases selec ]
ted for their training value, and their high }1ke11bogd of §ucces P
can also contribute to the development of de51r?d'llalson ties,
pecause of the importance of gaining the recognition of other
agencies.

The easiest way in which a unit can identify cases with a high )
1ikelihood of success and with maximumn potgntlal for press exp;
sure and publicity, is to take on cases which have already pro ift\
in which the victims have already been taken, and thg WOFk.l? i
ready out. In other words, a unit cap megt many of its %nlt;a
needs simply by being reactive, stepping 1n afte; t@e cr%me af
been committed and exposed. And almost every unit in this pro
ject has started with this approach.

>~
A problem can arise for the new unit, howeyer, often without'ern
being apparent, if the excitement of reagtlng to such case§ pre .
vents the unit from undertaking a proactlive épproach, seeklgg Qu.
economic crimes which have not completed their pattern of victimi-
zation or which are incipient.

Many units which have found the middle ground between a’whollyhre—
active approach and a wholly proactive ?ne héve done so througt'ae
developmental sequence of cases, beginnlng with a largglyt;eac ;X
approach until experience, credibill?y, and resocurces in the un
could be built up to permit a proactive approach.
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F. Liaison

All economic crime units operate, to a greater or lesser degree,
in conjunction with other investigative and prosecutive agencies
at the local, state, and federal level. A crucial task for a new

unit is to establish working contacts with such other agencies as
early as possible.

Referrals from other agencies; particularly those without their
own investigative and prosecutive authority, are an important
source of information about new and ongoing economic crimes or
related abuses, as well as a valuable source of assistance in in-
vestigations. Othexr agencies can also provide a practical point
of disposition for matters which the economic crime unit does not
have authority or interest to pursue. In particular, many economic
crime units refer non-—criminal matters, or matters which are prose-
cutorially unattractive, which come to their attention, to agencies
such as the Better Business Bureau or local consumer protection
agencies. Those agencies in return will refer matters which have

a potential for criminal prosecution to the economic crime unit.

~

There can be substantial costs, however, in using other agencies
as a means of disposing of matters which come to the attention of
‘the unit, for example, when the agency to which the matter is re-
ferred fails to act, and public attention in some way is focused
on the lack of action. One wnit received complaints about failure
of a local nursing home to meet local building and fire codes.

The matter was referred to another local agency, which took no ac-
tion. The nursing home subsequently burned in a dramatic fire.
The incident stimulated a press investigation which uncovered and
publicized the fact that the violations had been brought to the
unit's attention earlier and that it had taken no action.

Iiaison with other agencies. can make up for the absence of a
"shortcutter", as discussed above, on the staff. Good liaison
makes it possible to call on appropriate investigative or regula-
tory agencies for specific information not available to the unit.
As a case is being developed, for example, other agencies such as
the Better Business Bureau can be contacted to see if they are

aware of additional c¢laimants and possibly victims whose testimony
will strengthen a case.
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gome units have found it possibl; to avoid most cogtac? W1§2ic221—»
zen complaints, and conserve unit resources ch major inve itg {
+ions and prosecution, because othex ag§nc1es in the.comiun =
with which they have liaison are effectlvely.res?onglgg z intel—
plaints and are willing to share with the ?nlt s1gn1f1§ag el
ligence derived from complaints. Othexr units have woihe we
formal relationships with their attorneys general or the v

torneys, with similar benef?ts.

Working closely with investigative agenc%eg has been found by
several units to be a very effective training procedure for ngw
staff. There is no substitute, unit personnel say, for learning

from working closely with an experienced investigator.

-

Cooperating agencies occasionally_proyide economic crlyalunlgice
with essentially completed investigations rea?y for tr}a . o=
a unit has developed confidence in t@e éggncy s 1nvestlgztlzee >
jlities, this arrangement can save_51gn1flca§t amounts o tlzo

the unit, even if some of its own investigative effo;t lsdathe -
required. It can increase the outgut of ?oth Fhe gnl i? the_
ency. This process mostly occurs»1q wgrk%ngIW1th 1nve§ 1g$n, S
agencies which have no prosecutive jurlsd}ctlon of.thelr ot ,tion
as the U.S. Postal Service, the local police, consumey protec
agencies, or trade associations.

Simply to recognize the various forms of benefits from.estabtlig—
ing liaison with othex agencies‘is, of cou;se, not.qulva en g
establishing such liaison. While on thg who%e, e¥1st1ng eith‘n
crime units report few substantial difficulties with establis i g
the liaison they desire, it requires care an§ tact. F9r exigp e
credit for joint activities must be sharedlllbgrally with o ex
agencies if profitable liaison is to be maintained.

Developing support fraom agencies which are nontrespon51ve sgmz—
times requires an aggressive approach.. One'unlt ?as a§opte N
policy of thuilding fires" under agencles Vlth whlch'llalson cz
tacts are desirable, but have not been fruitful. ?hls appr;ail
typically involves encouraging efforts at coo?eratlon, ca;e u ir—
(and discreetly) documenting by letter the.fallure of suc c::ooprime
ation to occur, followed by aggressive action by the eco§omli c
unit against offenses which the agency should be/respondlng 0.
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Subsequent press coverage will often put pressure on the agency
involved to take a more aggressive approach in the future. If the
econcmic crime unit gives credit to the agency for assistance in
its prosecutive undertaking saving it from public embarrassment,
even though such assistance was hardly delivered, the agency is
likely to be far more cooperative in the future. Furthermore, the
unit, by rousing the agency, may have strengthened enforcement in

a whole area of potential economic crime simply by action in one
or two cases. :

Units should be alert to an unusual problem which can arise from
an aggressive program of liaison with other agencies. One eco-
nonic crime unit expressed concerxn about the danger that they
might become "captured" by certain other agencies, particularly
investigative agencies associated with private trade associations,
e.g., such as those representing insurance and credit card busi-
nesses. What they mean is that a unit will undertake to prosecute
cases developed by an investigative agency, and then f£ind that the
agency has developed so many cases that the unit's attorney staff
could work full time just trying them. Clearly, this disrupts any
balanced prosecutive program a unit may have. The unit, however,
often is under pressure to continue to respond to the investigative
agency in order not to appear to be falling down on gommitments

it has made, or to be stalling the other agency. There is probably

no protection against this, other than firm and alert management
of one's own program.

It is impossible to generalize about liaison relaticnships with
specific agencies that economic crime units come in contact with.
Two agencies, however, desexve special mention because of their
prominence in dealing with local prosecutors' offices. These ag-
encies are state attorneys general offices and the local police.

Statutory relationships between the local prosecutor and the state
attorney general vary widely among states. The substance of these
relationships is discussed in detail below. Units in

the NDAA Economic Crime Project have developed widely varied workw«
ing relationships with their attorneys general~--ranging from highly
cooperative arrangements culminating in joint trials to virtual
disregard for the others' presence.
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nhe failure to develop close working relatiqns§igs with t§e‘attor-
ney generalts office can mean the loss of sxgnlflcagf_:ss;stagggi’
| : " .. or a restricted abillity To P -
in developing aspects of a case; : e e
i i inated program to attack pattexns Le
cipate in a cooxdina s O S ations
i ffensesg. Even if jolnt p ,
crime rather than isolated o : . prAg -
joi i tions can often greatly exp
ot undertaken, joint lnvestlga' '
2;2 2tility of the,individual remedies available to each agency.

¥or instance, in one recent case the attorney ggn;ralcgézegziﬁezz
d pyramid franchi '
: the corporate funds of an allege . 2 8¢
:izizhthe proggZutor's economic crime unl? charge@ t@e principals
in the scheme, thus blocking further bilking of VlCtlme

In another case, the attorney general condu?te§ the co?szm?rtV1c—
tim interviews, which the economic crime unit 12~tgetzi;i§:QWhiCh
i tly able to use to de

attorney's office was subsequen ) :
interngi company records it should obtain to develop evidence for
its criminal prosecution.

Cooperation with local police is another ?mpor?ant form ?f l:alson
for a new unit. It is another situation in whlch theretlb vizz
1ittle common practice among units, othe; tgi? ag?eszzzigzzions
i mpoxt ' i ist units by handling an
importance. Police can assls TAOS s
i i i h as bad check cases, SO
of routine economic crimes, Suc | a .
are not burdened with large numbers of thgse cases. Moie 1§p§§*
tantly, local police can serve as a very important supply : I
vestigative talent and resources, both ?eczus; :f 222 E:zguse o
k i i likely to have
al contacts police officers arg : .

igzir skill in cexrtain investigative technigques, such as gnﬁizzzzev

i ' i+ was having no success in s
operations. For example, one uni . sin
iis own staff ro infiltrate a suspected pyrémld sales operat;igh
Tt enlisted the assistance of the local police &egértmezté ;re

i iice investigators w -
supplied undercover agents, The po - '
paigd to set themselves up guickly with background crede?tlalie‘
sudhlas hank accounts and credit ratings, §nd §ucceeded %nfpe -
trating the offender's sales meeting, gaining important informa
tion about the scheme. :

Cooperation with police can also occur on a broadgr level th§2
referral or assistance on individual cases,.howgver. Qne gnla;t—
for example, has established cooperation with its police dep

i i ‘ & X olice community’
ment's community xrelations program, making use of p
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gtorefronts as a resource for reporting consumer complaints.
Others have included police officers in training conferences on
economic crime, to inform the police department generally that a
unit now exists which can follow up on’ economic crime, and to help

to train the police in identification of the elements of these
crimes.

G. Investigations

Investigation is central to the activities of an economic crime
unit. Only rarely do units prosecute cases for which they have
not conducted their own investigations, and never will they pro~
secute a major case in which they have not at least attempted to
corroborate with their own efforts investigations conducted by
others. The following discussion deals with certain aspects of
the ways in which economic crime units are organized to conduct
investigations. It is not a discussion of investigative tech-
niques, a topic which requires its own detailed consideration and
which has been discussed in the Economic Crime Hornbook prepared
by Charles Miller for the NDAA Economic Crime Project.

Unit chiefs differ on such questions as what proportion of the
overall staff of an econdémic ¢rime unit should be investigators,
or what expertise the best investigators should have, or how in-
vestigators should work in relationship to others in their office.
Such guestions are not peculiar to economic crime units, but exist
whenever the investigative function is associated with resporisi-
bilities for litigation. A recent study of public defender offices
raises some of these same guestions about the role of the investi-
gator, for instance. The study states that: "“a difficult question
facing many public defender offices when new funds are made avail-
able is whether to allocate them for additional lawyers or for more
investigaotrs." The study continues "the availability of investi-
gators is frequently a contributing factor to the ultimate success
of the public defender's performance in the courtroom" based on
field observations which seem to indicate a strong relation between
investigators and program success.*

* Paul B. Wice and Peter Suwak, "“Current Realities of Public De-

fender Programs: A National survey and Analysis," Criminal Law -
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The role of the investigator in an economic c?ime unit is deter~
mined in~large part by the policies of the unit towa?ds type of
cases handled and its attitude toward citize? compla1nt§. Inves-
tigations are conducted in various ways in d%fferent units, rang-
ing from initial winnowing of citizen comp%a%nts as a‘s?urce of
icads, to the most traditional kinds of criminal. inquiries.

Use of Citizen Complaints in lnvestigations

Handling of citizen complaints is a time consuming task which mény*
unit chiefs and assistant district attorneys have sought to avoid;
however, to free themselves from this activity, attorney staff
often pass the responsibilities on to their investigators, bur-

dening, in turn, the investigators with the same restrictive task.

Investigators who have major responsibilities for compla%nt hénd—
ling will find it difficult to take on the tasks of detailed in-

formation gathering and analysis which are necessary to the devel-
opment of cases. : .

Most of the units in the economic crime project haye’experimenteq
with different ways of assigning staff\responsibillt%e§ for handf
ling complaints, with the dual objectives of (1)-maximizing t@e in-
formation about criminal violations which derived from complaints,
and (2) freeing staff time.

Many units which have taken on the responsibility to édjust non-
oriminal citizen complaints consider it important to isolate in-
vestigators from complaint handling. Units which pursue*only‘po—
tentially criminal ‘matters tend not to have so large a ?omplalpt
load and use investigators to handle the ones they receive. Ih
either instance, the challenge is to find a way in which the com-
plaints can be used as sources of intelligence or‘leads for dev-
elopment of cases, yet not be a purden on professional staff.
That is, the investigators must not become so removed f?ontthe .
complaint-handling system that they are unaware of the ianformation
that has been received.

*  See p. 95.
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There are two important types of information which the investi-
gator must be aware of if complaints are to be used as a source
of intelligence. The first of these is the content of individual
complaints--does the story which the complainant relates indicate
that there has been conduct which may justify criminal ox civil
action by the district attorney.  The second is information about
the pattern of all the complaints which come in suggesting the
need for investigation into particular product or service areas,
or into the behavior of particular individuals about whom there
are numerous complaints, each one of which alone is minor.

T

The following examples are presented in the context of the way in
which handling complaints can contribute to the initiation and

. conduct of major or special investigations based on these two types

of intelligence. 'The definition of "special investigation” adop-
ted here is that used in the reporting format establivhed for the
economic crime project...That definition is: "the gathering of
facts with the intent to prosecute, ‘or to uncover violations or
patterns of violations based on potential for major impact."

An approach adopted by one unit which has a large volume of com-

~plaints and a large staff, is to free investigators from complaint

handling by use of specially trained investigative assistants.

All complaints directed to the unit are received by these investi-
gative assistants, who attempt by phone or letter to mediate any
problems which can be resolved by such attention. For example, the
investigative assistants will attempt to get a consumer and a mer-
chant to agree on an amount of restitution or recovery as resolu-
tion of a dispute in which ‘it is agreed the consumer is due some~
thing. Those citizen complaints which appear to the assistant
investigators pos$ibly to involve criminal violations, or to deal
with matters which are serious enough for in-depth attention, are
directed to the professional investigative staff. This screening
process then provides the unit with the benefit of use of com-
plaints for identification of individual offenses, without over-
burdening professional investigators. '

Under this arrangement, identification of patterns of abuses and
location of multiple complaints against an individual suspected

offender, is more difficult, since all complaints never are read
by the same individval, and since the volume of complaints tends
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to be very great., To facilitate the identification of patterns
from these complaints, among other reasons, this unit has devel-
oped a computerized complaint records system. This system, in
addition to permitting careful monitoring of the overall perfor-
mance of the complaint~handling function, permits identification
of multiple, complaints against the same individual. It also pex-
mits identification of multiple complaints of particular types of
abuses, which may suggest that in~depth investigations be under-
taken, or:that public education campaigns be mowmted. The unit
chief reviews the computer printout regularly, and can call for
special reports from the system on particular topics.

Few new units will be fortunate encugh to afford such an arrange-
ment. It is the product of the growth of a unit in a large county,
which began operations in 1969 with a half-time assistant district
attorney and a half-time investigator and has expanded to six at-
torneys, ten investigators, and three investigative assistants.

Its plan is based on careful consideration of how a complaint-
handling function can be meaningfully integrated into a proactive
approach to investigations and prosecutions.

Another example of how a new economic crime unit can integrate
complaint-handling into a prosecutive program is the approach
taken by a new multi-county coordinated economic crime program
surrounding a major metropolitan area. This new unit has a basic
commitment to aiding individual consumers and other complainants
as well as to preparing criminal cases for prosecution by several
cooperating district attorneys' offices. It consequently has
stressed development of the necessary resources to manage a large
and growing complaint load, primarily making use of part-time
student volunteers and paralegal consumer specialists. The vol-
unteers work in teams with the paralegals to handle incoming phone
calls and to follow up (within a day) on arranging whatever dis-~
position is possible of non-criminal disputes. In order to assure
that all complaints are reviewed both for potential criminal vio-
lations and for identification of patterns of abuses, each day's
batch of complaints is reviewed by the unit's staff attorney.

This review also is a means of monitoring the activities -of the
volunteers, and of providing suggested responses to the complaints.
Based on review of the complaints received, special investigative
projects are undertaken into areas of special prominence, such as
auto.repair, rental housing, and weights and measures in food.
These investigations, when not leading to criminal cases, are used
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for development of new le

i i s , .
acation. gislative recommendations and public ed-

In thls way, a new unit, with limited resources, can use complaint~
nandllng ae part of its intelligence function supporting major
1nvestlgatlons. In fact, this unit, as mentioned; has foung the
complaint telephone lines surprisingly informative, taking phone

t

Review of Intelligence and Patterns of Offenses

Even if eitlzen complaints are not a major part of a unit's work-
l;aq, exlstlng units have developed ways to assure that patteris
gecggﬁgzzgtlog thit come to the attention of investigators are
foe assurinantha::: ed u?on. Tw0'relaFed approaches have been taken
o 28 thesg i a sharlng and analysis of intelligence takes place.
oot d pproaches;ls te bPrepare weekly investigative summar—
s, mitted to the unit chief by each investigator showing sig-
nificant progress on investigations and cases; the Bther is to gold

Prepara?ion of periodic investigative summaries for review by the
unit ehlef‘pnovides both a management tool for monitoring prg ress
of unit acitivity and a centralized record of current activitg
The'unlt cnlef can use such summaries to detect bPatterns of v§e~
lations being considered, to coordinate investigations which over-
lap or are relevant to each other, and to determine unit policies
by centrelling the effort which is given to different areas ;f in-
veetlgatlcn. The weekly case load analysis procedure in one effice :
for example, involves a brief paragraph, generally'four or five ’ :lf

:¥pewr1tten llnes, about each active, inactive, and new investiga= o
1on prepared by each investigator. - Active cases are defined as Jint

|
being "1) In some current state of investigation; 2) Submitted to ol

a Depnty District Attorney for issue or rejection; 3) In trial." o
Inactive cases are “1) Not investigated this repo;ting period ' o
(Veek) due to other priority investigations and the time limita~-

tion produced by active investigations; 2) Cases awaiting trial or

settlement; 3) Cases awaiting victims, Witnesses and other agen-
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cies." New cases, elther active or inactive, are set off from
the others.

Preparation of the weekly caseload analysis is a matter of up-
dating earlier information and is not a time-consuming activity.
Cagses which have been investigated, or which have changed during
the week, are specially marked on the form, making possible a
gulck review of the week's activities, yet still leaving current
activity within the context of a report on overall unit workload.

The unit chief, who receives a compiled version of each investi-
gator's summary, can, in turn, prepare a biweekly or monthly re-
port for the district attorney, detailing current progress and
activity to assist in his policy leadership. The unit chief or
others in the unit are also in a position to know in summary form
the status of any investigation or case from the weekly reports.

A second, related, form of sharing and analyzing intelligence
about offenses and patterns of offenses is to hold regular unit
staff meetings to discuss current workload. Economic crime units
in local prosecutor's offices are, as a rule, small-enough that
personal interchanges about particular cases or offenders can be
informally carried out. It is, incidentally, for- this reason that
many unit chiefs argue that a cardinal rule of office location for
the unit is to have everyone in the unit working together in ad-
jacent offices, so that this informal interchange can take place.

The typical content of meetings held to review investigations and
current intelligence includes conversations of the following sort:
"I'm currently investigating a complaint about a merchandising
scheme operating as Ace Food Freezer Plan, Inc. The salesman is
John Doe. His name seems familiar; has anyone heard of him?" "I
think so. I think he was a vice president of the pyramid fran-
chise scheme I investigated last year. The attorney general's of-
fice should have a xeport on him." On the basis of such a discus-
sion, the Food Freezer case would probably be elevated to a higher
priority than it would otherwise have because there is evidence
.af a pattern of offenses by the individual complained against.
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Investigator-Prosecutor Relationship

I - . R . . . . >
n addition to the variety of means of using citizen complaints

g;izussed above, econ9mic crime units have adopted different ap-
ches to the organizationai relationships between investiga-

iz;maiidfz;ms of investigation can be called the sequential appro-
veséi a e teim apgroach. Rarely, of course, is any actual in-
ga on a "pure" form of one appXoach or the other

zgiaiszszﬁtialuagproach is probably the most common investigative

. nder this approach, the investigat i

an assistant district attorney re' ing initig on o vt
: ' garding initiation of i i

gation, and after laying the : irection of
: : groundwork, and probabl: i i

the investigation, acts on hi i1 . Y the sireonf
' ‘ 15 own until he believes the investi-

gation is completed. The investigation file is then turned ove;

Ugdgr the team approach,. an attorney and an investigator {at a
gizzmﬁmi wzr:'tggether from beginning to end on a case This ap-
Ch 1S delfinitely required on major investi i .

. : ‘ : ilgations articu=~
lz?i{ ;n’whlcy Special investigative skills are needeé F Thzsz
io; ui might lnglude account%ng, expert mechanical experience, or

puter expertise. Some units have been able to hire investiga-

- tors with legal background who can serve as one-person teams, ach-
(4

iEVl:? the economy of effort of the sequential 8pproach te inves-
gations and.the broad perspective of the team approach.

The role of the investigator and the investigative process i
clgarly central to the activities of an econonmic crime unit :
Units can cn}y benefit from careful and thoughtful cdnsideréti
of the ways in which the capabilities of investigators can be o
used to the best advantage of the unit in achieving its long-

range goals.
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H. Community Relations

An important element of the activity of an economic'crime gnit is
the relationship which the district attorney esta?llshgs with the
public with respect +o his activity in the economic crlme’arga.
The importance of this relationship stems both from the mission

of combatting economic crime and from the need for §lected local
prosecutors to be responsive and accountable to their electoratg.
Community relations is particularly{important todéy when trust in
public institutions and confidence in the responsilveness of‘pubf
lic agencies are questioned. In the final analyglsf 1nvestlgat19%
and prosecution of economic crime, the centyal mls§lon of.economlo
crime units in local prosecutors' offices, lg Qupllc service;
carefully designed programs of public partiC}patlon and c?mmun%ty
yelations can significantly enhance the ability of economic crime
units to provide that service.

" Community relations and public participation can.take many fc?ms,
grouped here under two main headings: a) informlgg the public,
and b) involving the public in operations and policy.

Informing the Public

The public can be informed of its district attorney's activit%es
in the area of economic crime in many ways. Whatever courSe 1§
adopted, there should be general de5cripti?ns about the role anq
activities of the local district attorney in the area of economﬁc
crime and specific reports about ongoing schemes or‘abuges: ‘Thu
public should be given infoxmation about.how to av01d]v1ct%mlzar
t+ion, and what to do if they become victims of economic crime..
victims and witnesses involved in specific offenses unde? con§L§—
eration by the prosecutor should be informed abou? the dlSpOSl?lQn
of their cases, and whenevex possible should be given explanations

of the reasons for dismissals, plea bargains¢ oxr other outcomes.

X

virtually every unit chief is called upon as a public speakexr
sooner or later. Public speaking engagements have helped.unlt
chiefs to think through the role of their units, encouraging them
to detach themselves momentarily from day-to-day operat}ons and
to ohserve their activities and their rqle from an outs?de perf
gpective., It is an opportunity te consider recommendations for
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new legislation, and to tap citizen awareness of ongoing forms of
economic crime. Public speaking can also generate consumer com-
plaints or other leads on economic crime.

The penalty of accepting suth engagements can be a burden on staff
time, especially in a smaller unit in which there are few assis-
tants and investigators to share such assignments. Some units have
found it necessary to limit the number of speaking engagements ac-
cepted by their staffs.

A regular program of press releases by the district attornéys,
announcing significant unit activities, will contribute to achie=~
vement of many of the objectives of a community relations -program.
Most unit chiefs have found relations with the press and other

media very easy to establish. Economic crime news is eagerly sought

by most reporters. Units with an aggressive public relations
policy generally have a routine system of preparing press releases
on major events, such as the returning of indictments or £iling of
cases. In some offices which have a full-time press official,

standard forms are used to provide the essential facts for pre-
paration of a release.

In addition to providing general exposure to the-unit and its
activities, regular press coverage can serve to inform the public
about fraud schemes. It can help to develop public understanding
and support for the district attorney's unit and its goals; and
it may help to deter economic crimes by .publicizing the fact of
aggressive investigation and prosecution. Press and other media
coverage of unit activities is also central to the process of
generating the support and confidence of other agencies, and fund-
ing sources, to assist and sustain the unit. Similarly, these
media relationships can be used by the unit chief to provide gen-
erous credit to other agencies which have assisted the unit in
investigations, as discussed above with regard to liaison. Some
prosacutors have also adopted a policy of using names in the press
releases of unit staff such as investigators or assistant prose-
cutors who developed the case, as a recognition of their efforts.

Many units have developed ties with television and radio, inclu-
ding arranging for regular appearances to present information on
types of economic crimes currently prominent in the community,

or information relevant to public education about the deterrence
of economic crime. Such media coverage has its strongest impact
on alleged offenders who operate established businesses or other
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practices in the community , and who cannot afford to acquire a
bad public reputation. Economic criminals with no claim to legi-
timacy or stake in a particular community are relatively invul-
nerable to adverse publicity. They may be forced to move on, but
they will not be deterred. Media publicity about investigations
can educate the public and can sometimes assure compliance with
the law by some offenders, but the district attorneys in the eco-
nomic crimg¢ project are aware that there is substantial power in
the use of the media which if used carelessly or improperly can
degtroy a firm or individual reputation.

Media coverage has been an effective avenue for dissemination of
special informative bulletins about current schemes or practices.
This public information technique was particularly adopted during
the recent energy crisis to help smooth the disruption caused by
the crisis, by emphasizing that public rules would be enforced
and, where possible, to aid those citizens and businessmen most
aggrieved by the crisis. BAn example of this activity in one unit
was the publication of strong warnings that sale of motor fuel
only to preferred customers was considered a violation of state
law, and that fuel, which at the time was being rationed, had to
pe sold egually to all customers. The unit also stressed that
it would entertain complaints about practices in violation of its
interpretation of the law and that it would prosecute violators.

In addition to programs of public information about current sche-
mes or unit actlvities, many district attorneys have prepared
general information about economic crime for the public. One
common form this takes is the publication of brochures, directed
towards potential victims of consumer and economic crime. These
publications typically include descriptions of the common types of
consumer f£raud or economic crime and what to look for in. spotting
them, a discussion of what a person should do if he or she sus-
pects having been victimized or abused, and a list of agencies to
which complaints can be directed or from which assistance can be
obtained.

1

While most public information pamphlets are prepared for the con-
sumey, they have also been prepared for the business community.
These pamphlets generally emphasize economic crimes which commonly
victimize businesses, such as passing worthless checks, embezzle-
ment, charxity fraud, or advertising frauds. In addition to list-
ing agencies from which businesses can seek assistance if they
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to credit advertising, use of trading stamps,

and other practices. feceptive pricing,

.giniiﬁz:;:nzze pgrpgses both'of the timeliness of reqular public

o o e :n the educational value of a brochure; one unit

ond oitisoned a regular ngwsletter, d%stributed to local citizens

iy groups, c9n§umer protection agencies and other public
5. A recent edition of the newsletter lists sources of

help f ictimi
P for consumer abuses and victimization from economic crime in

the . . .
community, outlines several economic crime schemes which had

;ecently bgen'dgtected in the city and what to do if a citizen
ad be?n Victimized, and summarizes state law about fair credit
reportlng.. The newsletter also notes the time and channel wh:n
c;rrent ?onsumer glerts" are announced on television. The cost
of preparing and distributing the newsletter, currently runni
seven pages, is estimated by the unit to be ¢ o

Y approximately 9¢ per
COpY, Plus postage. The unit currently has a mailing diitribﬁtion

of 650 copies. The cost is supported by an LEAA block grant

-

g;z:gz ig:iic c;ntact‘by an economic crime unit may ihvolve signi~
S. art of the cost is the staff tim i '

: : € required for
pz:iargtlo?hand presentation of the materials. =2 moge substantial
cost, for the unit which is not pre R

; . X pared, can be time and resour-
cis.devoteg to hand}lng the substantial influx of citizen com-
p.glnts which Ssometimes result from publicizing a particularly
widespread scheme. One unit, after publicizing the indictment of

p . ‘
J 3 ; l E 3 ‘ i >

Man¥ unlts.have participated in or initiéted campaigns to educat
the1; pupllc generally about economic crime, employing vario ; ©
combinations of the approaches noted above. Tt is sometimesua -
gged that‘the peopple most in need of protection, or self- rbter?
tlQn, a?alnst economic crimes and consumer abuses are thepon sc
lgagt likely to be able to take advantage of edﬁcational o) ; tu-
nltleg‘and‘th?t education alone is unlikely to be ea’:‘fectiv}u(:pc‘Jr *
reducing victimization. Several economic crime units which ;n
stressed puplic education argue, however, that the local (e} afe
cgtor'; office, particularly in smaller cities, can brin*pZdSe
tion directly to the local level with'specificAexamples gnd :gi;y
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warnings, and that such local education is more effective than na-
tional campaigns.

Involving the Public

Greater stress is currently being placed on involving the public
in all aspects of criminal qustice including prosecutions. Eco~

"nomi.c crime units are exploring various ways in which such invol-

vement can be related to unit activity, and to further the unit
objectives. There are primarily three forms of such public par~
ticipation: +the use of volunteers within the units, which has
already bheen discussed; the use of community centers and agencies
as regular extensions of the unit, particularly for taking and
handling citizen complaints; and the formation of a citizen ad-
visory committee to assist the district attorney in establishing
an economic crime prasecution program.

The use of established community agéncies as an outreach program
for contracting and aiding citizen complainants is achieved in
several ways. One unit sends an investigator, on a regular sche-
dule, to visit union halls on the days retired workers meet there,
to take economic crime or consumer compiaints and to learn about
and discuss generally economic crime and consumer problems which
are important to them. As noted earliér, another unit has estab-
lished a program with both police community relations storefront
offices and neighborhood poverty program centers, in which the
unit trains the agency staff to handle consumer complaints: The
training includes methods for identifying and servicing those com-
plaints which require simply an intermediary to recommend appro-
priate adjustments, and to identify and send to the unit those
complaints which describe potential criminal law violations. This
program keeps many neighborhood matters at the neighborhood level,
makes neighborhood leaders sensitive to the nature of and remedies
for civil and ¢riminal consumer and economic crime abuses, and
provides a method of obtaining general information about patterns
of abuses and complaints throughout the city. BAgain, one of the
major costs of this approach is training and organizational time.
It has the advantage, however, of combining the efforts of the
prosecutor's office and community groups in a common endeavor
without each organization losing its autonomy or becoming unduly
vulnerable to controversial policies of the other.
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cufzeclg§f§efln1t}on of what constitutes a small office is Qiffi

sul é b- lces which appear small by some standards often see l-

nomgc cii;:h;rs: ior example, one of the units in the NDaa e:6
roject, in comparison with oth ] ] .
pro ar . , .

clearly qualifies as a small unit. It's count;pizz i:g:hihgrog;ct

n two
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Consequently, it may not be approﬁriate to base detalled recom~
mendations about small units on observations of economic crime
units participating in the NDAA economic crime project. We would
make a nuwber of observations, however, in-V¥iew of analyses which
will have to be made in connection with the adopted office plan

in the second project year.

Three considerations importait to thé setup and operation of a
small unit are: (1) the ability to provide necessary staff le-
vels, (2) the uses of liaison as a means of supplementing staff
efforts, and (3) the stress placed on different types of remedies.

Staff Level

It is difficult to judge the appropriate size for an economic
crime unit in a small office because most prosecutors' offices
would clearly be unable to free the full time of even one attorney
to deal exclusively with economic crime. It is probably highly
desirable for an office which intends to made a commitment in the
economiec crime area to assign at least one person with full time
available for unit operations, if at all possible. The unit may
choose to assign such a full-time role to an experienced investi-
gator, if enly part of an attorney's time can be made available.
If this is done, the unit may have to stress many remedies such as
complaint servicing, citizen education, legislative proposals,
and media exposure which can be managed by a non-attorney.

Liaison

Active and widespread use of liaison contacts is particularly es-
sential to development of a program of economic crime investiga-—

&

with fewer than four assistants is from the survey conducted by .
the NDAA Mational Center for Prosecution Management, reported in
its First Annual Report, 1972, Appendix I. A larger estimate, of
86% of all local prosecutors' offimés'hgving fewer than four assi-
stants, can be found in the Survey of Local Prosecutors: Data
- Concerning 1000 Local Prosecutors, rrerared in 1973 hv the
National Association of Attorneys General.
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like yasoLinc on ham;c involve professional testing of products

tance omm orersh Ob:rger meat. In such investigations, assig-

tiag ooam alyed fromklaboratories in nearby universi-
Om a state agricultural department. >

In . .
thep;z;;g:%azénzﬁieimall unl? should §eek liaison locally with
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g attornéy su es off1c1a}s. At the state level, liaison '
rgenceas oF importgntera;, and with §tate regulatory and licensing
. uccess of liaison with state agencies by
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project f;r_eXample, the smallest unit in the NpAR economic cri
in past forlﬁh the largesi_: county in its state, which may aCngrxxJ;IEe
agéncies Thi: :sc:ess 1:ihas had in developing liaison with state
. * question which should be exami

ami.
in the second year of the economic crime project. ned more closely

Remedies

The limitation of resources available to a small unit has an effect
‘ c
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on remedies which the unit is likely to stiess in meeting its ob-
fective of combatting economic crime. Being tied up in even one
lengthy case may bring to 4 halt all other investigations and

prograns.

Partly for this resason, the smallest unit in the NDAA Economic
Crime Project developed programs which include public education,
formulation of legyislative recommendations, and a small scale com-
plaint servicing and consumer ombudsman role, rather than emphasi-
zing criminal prosecutions. A member of that smaller unit argues
that community education programs are not only necessary in small
untlts so that they can spread thelr services around, but that such
programg have an effectiveness in small communities which might
riot be possible in larger jurisdictions. Because of the smallness
of the community, a prosecutor can potentially learn about most
ongoing schemes from citizen complaints. The utility of handling
complaints is enhanced if citizens are informed both about the
nature of economic crimes, and the availability o©f the district

attorney's office to combat them.

District attorneys should be alert to the fact that the success of
building a program around non-prosecutive remedies, such as com-
plaint referral and public education, can only be achieved if the
unit does not ignore its prosecutive respongibilities. Even :
though the mix of criminal and non-criminal remedies may be diff-
erent in small units and larger ones, in all instances a balance
of such remedies must be found which includes criminal prosecution.

J.  Parformance Evaluation

From the outset in the operation of an economic crime unit, it

is important to maintain an informal process of monitoring on-
going perfoymance of the unit, Such performance evaluation can
contribute to budget justification efforts, to more effective ad-
ministration of unit resources, to periodic review of unit poli~
cles, and to assessment of the value of particular prosecutive

gervices to the ceammunity.
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