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IN1'HOJ)UCTJ.O!l . _ .... ,_ .. --
Thio f.'cr.wib:i.:U.ty study "'UO prepared under contract by t.ho ·Dapn.rtment of 

General services' Q .. tn Processing Sel'vices Office for the DCl)al'tment of 

Consumer Affairs' Divisioll of COiiGUmer Services. Tho 'services fol.' the study 

were provided for the amount of. $6,500 under Interagency A.greement 11-!>P7. 

According to the U.S. Department of Commerce Handbook 01\ \'Ihite Collar Crime, 

published in 19?1~, California consumers a.re looing over four billion dollars 

a year due to illega.l and deceptive business practices (Appendix A, IX'lge 5). 

As the magnitude of consumer fraud 1 has become apparCll'b, concerns have been 

voiced thronehclUt the state. IJ.he District Attorney's Office in l.Jos Angeles 

prepared a feasibility o·tudy \·thich recommended the establ'l f:;hl1lent of.' a 

county\'/ido complnint data gntherin[5 syotcm for' the purpow(~ of sharing 

complaint inf.011I1ation.. ~l~lO system was not implemented (h.w to lack of 

fund:i.ng. ~.rrlC Federal 'rrade Commission implemonted a dati"- sharillg system :i.n 

Cc.\lifOl'llia. in which the Attorney G011(~ral 's Office and severnl district . 
attorney offices participated.. It \'/as unsuccessful due to its comple:d ty 

and the length of time required by users to input data. In 1975~ tho 

Director of GOllsUntor Affa.irs submitted a proposal to the Office of Cr~.minal 

JUG'Cice Planning ''''hich outlined a concept of statewide shnrine; of all 

a.vailnblc complaint information. 1tJte proposal \'I'as npproved't funding \.,ra6 

provided cffcct:i.vo August 1, 1976, and the Cooperative C01"\tlUlner Protec:tioll 

Pr"gram "lEW created within the. Division of Consumer Servicof3o 'l'ho three 

year proposalt funded by 1~he law Enforcement ASllistance Adtnin:i.st)~atiol1, vlill 

provide' l'et:WUl'ces for the development a.nd :i.nitial implel1lent{~,tion of a 

statewide complaint data g?-thering system that includes 1c.w enforcement, 

1~~~S~\~;;-f~:~~(~ is thcl;u:,~ost portion (about 50?~) of whi'~c connr c:t·il'1.(~, 
"'hich alGo :iJlcludos such arena a6 eltlboz:::.lmont, securi ti/H-3 theftf.3 and frilud, 
and iuoura)1<!o fraud (Appendix A, page 6). 
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• reGulatory, nnd consumer protection agencies. The prelimino.ry \>lOrk of the 

prof,l',un ·ntuff has led to this feasibiJ.i ty study. 
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~i1: 11.'1.1]: ON .2l mi,SPON,sIB1 LI~ey 

The Department of Consumer Affa.irs ,,,as created by the Cons1.Uuer Affa.irs Act 

of 19'70 .(lI.ppelldix B) which sets forth its responsibilities to Calif.ornia 

consumers. Section 310 of' the Business a.nd Professions Code m~ndates 'the 

Director to 

"Recommend and propose the enactment of such legisla.·tion as 
necessary to 'protect and promote the interests of Cous1.Ullcrs; 
represent the cons~mer's interests before federal Hnd st.ate 
legisla tivc h(mring8 and executive commissions; c{ssist, advise 
and coopel'ntc ,dth federal, state and local agencies and 
officials to protect and promote the interests of' consu.mersj 
stud~r, investigate, research a.nd analyze mattertJ affecting 
the interests of conS1.Uners; •••••• ca.ll upon othel~ sto.te a.gencies 
for information; a.nd maintrdn contact and liai~on ''lith commmer 
groups in California and nationally." . , 

In 19'11, the Govern.or established a Consum~n' Fra1.Hl ~lank Force to recommend \'IfJ,Ys 

to implement the mandates in Section 310 rcla·ting to consumer fraud. Their 

report (Appendix C), published in 1973, recommended that: 

o 

• 

Ae~nc:i.es and offices involved in consumer pl'otec:tion and consumcl~ fraud 
PUJ.'su:t t n1tt.ke concerted efforts to coordina t~ . f'tUlctioll.s. 

Offices recoi ving complaint.s from consulllers be certain their recei v:i.llg 
personnol have 0. tho3'ou[';h knollledge of the other offices active in trHt 
field, so that a complcdnt me,y be handled 'by the officc(s) having 
jurisdict.ional authority. 

Complaint:. procedures be strea.mlincd so that compl.?:i.rd.~; are r~iCeiv0d, 
r(~corded, cross··referenced, and patterns of' fl.'ttud are detected l)rOmptly 
and cffidently. This should.be done on a statewide bnsis. 

The Di~'ector of the Department of Consumer Affairs talw i;he initiative 
to coordinate the various Bovernmental offices involved in consumer 
protection. 

To date these recommendations. have not been implemented • 

PHOBLF1'! DJijIo~INn.'ION SI'~CT:r.ON _______ tM _____ ._ 

State and local consumor protection and COllSl.UnCr fraud. ur,;fmcie::l a.re our:cently 

unable to act \'lith nmximum offoctivcneas to eliminate frl1uduJ.ont bUL1l11€lSa 

o 
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practicos and docepti vo c:~cti vi ties for t\-lO reasons: First t the a~cncios lnck 

mnnpO\oJer and rcsources sufficient to respond to the incro(1oing number of 

consUmer cOll\plaints, \o,11ich results in more IIcrisis int:ervention tl and less 

"preventive maintonance". Instead of concentrating on ''lays to keep sped.fic 

types of economic crime from occu.rring or recurrinB and sp)'cndil'lg' throughout 

the strttc, most of the available resources must be directed toward investigating 

and'. prosecuting "priority" violations. Second, there is no timely and effective 

communications link bet\.,reen the numerous complaint hauclli.ng agencies throu3hout 

the state. 

A complC!int ha.ndling agency, such as a. District Attorney's Office or a county 

consumer protection agency, receivos consumer cornpl?tinb.l from several sources. 

The consumer may write, telephone, or visit the agency, the complairtt may bo 

referrecL by another agency, or an agency may institute its own complaints • 

Whatever thf.lsource, the complain'\; is kept in an ope11 case file while a decision 

is made \'/hether· or not to investigate it further. This decis~oll is usually 

based 'on the severity of the complaint, the number of complaints received against 

tha'l; particular business or individual, and the available reGources within, the 

agency. Once tho decision is ma.de to follow up a. cOlnpl~d.nt, the investigator 

must deal with some problems unique to consumer fraud cases.. There are throe 

problems that hava a major effect on an investigation. First, the victim may 

not kilO\'/ C110ilgh about his complaint to desCl'ibe it accurately_ :E'or example, 

the viotim may complain about 1310\'1 delivery, not rcalh'.il1G delivery \'las never 

il1h!'l(tfjd~ Sec(md~ in .many cases the investir;ating unit crnmo'\.; tell \'lhot.he1' or 

not u crime has boon committed \Ulless a IK"l.ttorn of simillu.' incidents shows up. 

Third, many fraudulent schemes are designed to go undiscovered until months 

after 1:hc· perpotrators have left the area. It· is ohvious th;.t t the perpetratoX'D •-. are UWD.rfl of the curren t abscrJc() of any county-to-county rc:pOl.·t:i.l'lE~, and arc 

tll.kirlG ndvu.n\;<.lfSO of this flluH~. T.h.us, vic)lators can move fl.'om .iut':i,f5dj,ction to 
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jurisdiction with 1i ttle fear of prokJo(lUtion. 'l"he overall effect of those, 

.. obstacles to an investicsation is a. reduction in the effectiveness of lm'l 

enforcement to track and convict or discourage those who defraud conr;Ull1ers. 

A timely and effective communication: link between the numerous. cOlllplaint 

handling agol1dcs throu.ghout the State could rcsol'V'o espodally the la.st 

b/o pl.'oblmn a.rcas. No such link cUl'J.'ently exists. In' fact, man.y times two 

or more agencies, unknown to one another, investigate and prosecute tho same 

busillOSG' or individ.ual.· Sepa.rate cas'es which do not reveal the scope of the 

illegal activities :r.esul t in 10wel' fines a.gainot the compmi.y a.nd 10\oler 

restittlt:ion for COl1SUrnOl'S. This destroys tho effectiveness of penulties as 

deterrEmtn of future illegal activities: On the other hund, an investigatjllg 

agency might have a number of complaints against a company, \ ... hich by themselves 

are not suff:i.cicnt to file chare;es. However, there could be many times tha.t 

I number of complaints in various agencies throughout the stc.d;oo These cOl11plo.ints 

could, '\'lhel1. asseniblect, represent a. significant violu tion of trJo la' .... 

The problem of effective communicatj.on is a major one, due to the number of 

a.gencies involved ill tho in.vestigation and prosecution of white collar. crime. 

In Califo1"11ia alone the:l'.'e are 58 District Attorneys, 17 County Consumer 

Protection Agencies, It Atto:r:noy General Fraud ))iviElions, ove).' lt2 ReljuJ,at.ory 

Boards, Btl.roans, find Commissions, and nUIllOl'ous City Attorneys inver.:rHgut:inG 

consumer c011lvlaintso In addition, complaints o.1'e handled hy ma.ny poliCe! 

-
departments {J.ll{l' sheriffs I offices. Due to tho volume of cmnplu:i.nts roceived 

by conSunHH' fra.ud ullits (Attorn~y General's Office ostimat(w 15,000 per yea)~i 

'Dlstrict Attorney pilot par'ticipation of 8 counties alone is est:l.mrt1:ed at 

10,000 per j'f:tl.r) and by the Department of Consumer Affairs (over 100,000 1)01' 

• year), the l)1·(~c.;('n{; manua.l und ·llccentral:i.zed information eYl1'b::lns are subCitnntially 

lo.cldng in tho a.bility to produco the necosou:r'y r(wults .. 

"q ,I 
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Quo.ntHyinp; t.ltc 111'oblems that exint :i.8 extremely difficult... Bec~l.ul:::e of the 

IF.l.ck of communicutiol:l ,wnoncs the various agenoico, information go\thered 

l'CBa:cding illogttl nativities conducted by specific businessel:i is hapha2n:ed 

at best •. Only thro1;te;h chance discussions at meet:in[5G or by random telephone 

calls to nclect.ivc Dgend.()s ia infol.,llution exchanged. 1'hcrc nre no roports. 

gOll.Gratc~ \'lh:1oh consolidate c:t11d catt'l.logue deceptive 0),' illogal bUf';:i.ncGs pruct:icw. 

BeCa\lr30 of tho cOlllplexi1,:y of the latest schemes, the mocluG operandi of the 

opercltors and their mobility, and the need for accurate a.nd reliable compl~~int 

sto:l:;i~rt;ics, it \-IOuld appear that only a staten'/ide informat:i.on sharing I-;;ystcm 

cun keep fraud investigators fully informed. The Office of the Attorney Gcnol'ul, 

district nttoI'llGYs, nnd cOWlty consumel' affairs offices have verified the need 

for the Department to d.evelop such a system (Appendix D). 'l'hey believe it 

would :reduce duplication of effort by investignting ·o.e;encies and incr'oanc coopor-

ation hob/con them, while prtwonting fly-by-night oporo.to):'s from Cl.voj.ding 

local detection or al)prehensiou.. 

m.'A'r]i~1lflNT. OF OnJl~C1i.[VgS ....... ---_ .... ' -------
1 • . Develop n complaint data bank \'1hich lNill provide l~SerEl \'1ith informv..tioll, 

sufficient to: 

• I.ncrC(J,se the number und impact of civi.l and cr:i.minD,l proseclltio~lI3. 

... Str011f~t:}Wl1 diGciplitu~ll'Y actiono 1 thereby hlcreasing the number of 
revocationo and suspensions of licenses. 

• Secura volunta.ry compliance \'1i th the la.ws. 

Elind.no. t.o duplica'tion of investiga ti va and proscou tory acti vi ty. 

o Identify tb.:nd.s and geor.;raphical movement on a timely ')al:-3in. 

• Eliminate manual rccorcl-lcf.)oping systems. 

• Hocovo)' tntl.ximwn revenue f.or governmental agenciof.;. 

Recove:t' ronximt11u dollnrs for COlltlUmers. 

• IGI:;uo t:iltloly Cont;;Umol~ Cllcrts. 

n.1hOtlC oh'ieMivos nrc (lUtmt:i.f:ied in the performance cri'l:cl'in bog:tnn:i.ne on 
on pnc.c ,iJ' 

I 
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2. Develop Hta tif.l'cical l.~cports which ,.,rill: 

Identify und Gupport necessary consumer lor;islo.tion. 

• AsGist HElOl'S in pl'iori tizinr; o.vailable manpower and other :resources. 

Assist Ul3o:rs in identifying and supporting the neod for adeli tiomil 
rm30UrC€)S. 

Provide unit~:; wi'l:hin the Division of COMwuel' S('l'vic:ct; and other non
users \'lith inform;). ti011 hellJful in resolving cr1.1:ic(\l consnmer iO(;:U0S. 

3. To 'the larGest extent pOGoible, bring into the devclop(')cl oyst0m ev(~rj' 
complaint lwndl:i.ng agency in the state. 

l:'}~I,{F'onHANCFl (!J,JTNHIA ... _---_._--_ .... 
'l~t1e follO\dnr; infoli'ilation products are required,' and will be created. to l~rov:i.de 

the tools \'lith \'!hich users and othel' consumer protection unite; of govel'Unlont 

can meet the stated objcctivos~ 

1. Complaints s\lbmi tted· by a user \'Iill be rnerscd int.o a current history 

file.. Upclatecl informatioil \'lill be fOl'Nardcd to thl:\t user \·I~el<J.y e.nd 

\vill con tain : 

a. ~b.tchcB to every complaint subnd.ti~oct by 0.11 othor necncies throughou~~ 
tho state involving t:hut uEier's ronpondol1.ts. Tile match infol'nl~At:i.on 
will indicate othor agencies hundling those complaints t corr~act nameo, 
and latest cl.ction taken on each complaint .. 

b~ Cl'oss-l'ofcrcmcing, by rospondent, of. all other known. buGinOl3IJ/ 
individual nameo related to those reGpondents. 

2. Hopol'ts will be fOrl11.\rded to each use).' rnont:hly to cpw.l'tcrly, indicating, 

by totalr.; und percentu8es, the nature and scope of complail1cd··D.bo\~t 

activities within that user's purview, each ju).'isdln!:ional oroa, and 

otatcw:i.dc.. The l'CJ110rts \1ill compare current and pr:Lm." l)oriocls to iu(Ucr.\'t,Q 

shiftl.' I:1nd tronds., 

3.. A ro:port \'Iill be for ... mrdod t'uch month to all uoers llldicCt tint:, respondoll.tG 

fOl' \-,hom five or 11\0re complaints haVe:! beE':n l'ccol'dcd E;tl:ltewlde within thn 

• Cl\rr(,ll t file p'))."iod. 

4.. ~~pucin 1. rCpOl'tB "dJ.l be pl'ovidcd to <'!o'ch UGel', Olt rcques t, detailinG a 

p,"trticular prorhtci: or fJCJ~vice, 0. t;pc<?J.f.ic proble>!!1 n,11(l'l;in~ to a lmoduct 
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, or sox'vice, or U c>pc(}:i.fic pJ'\)ulo", rcltttinr, 1;0 thu cntir'(l complaint 

file. 

5. Regulatory boal'uo flnd bureaus will rcceive information oufficiont to 

idel1 tify licensees mid \U11iccnscd acti vi ty. 

6. Requonts by usors for in'\;erim update inforrilCltion will be handled by 

tolephone daily. 

7. Special ulcrta will be provided to each tUJOl.', COllEnUner groll.ps, the media 

and the general public regardinr, the c:J.:iotcncG a.nd movement of 'p:J rticull:n~ 

illegal or deceptivo uctivHics, as nocessRry. 

8. Heports Hill be forHHrded to non-user consumor protectiol1 unit~~ of 

governmont which indica.te prodomil1r.l.nt areas of consurocl.' conce:l.'ll ncodine; 

lcgisltl.tion, rule Cbo.l1(500 or other action. 

9. Inpu'b documents will require no more th(m three (3) minutco to prcp!l.re, 

thus nd.1J.imizinr, staff timc required to pc'J.rticipate ill the syui.em. 

l'~vo.luntion of the illfoJ.'Ola tion products CUll commenco after thr~~ months of tho 

test phil-Se of s~mtem develcJpntent. 

The follovtina mf:.H .. \flUrotnt~n t criteria '''ill determine if nnd '\;0 \'1hnt extent conmullor 

protediol1 ngcncics utili7..:i.ng 1.:110 system are mooting the stl~tcd objecth'es: 

1. Nurnbe).· of CUSt16 tried annually and. their outcome. 

2. Honey a":nrded and recovered (Penalties I:md rcstitutionr.;). 

3. t{lImbel' of l:tcS'nsos l'ovoked 0),,'" StlslJeneied. 

4. Movement of illecnl o.ctivity from county to county. 

,5. N\Ul\bcr of compluilits rcgard:h1(S specific products/sorvices or typel:; of 

problehlS. 

6,. Hours' exponded 011 investigations and prosecutions vcrsuo numbor of 

respondents tlut!. cases tried. 

• '1.. PCl"Cenblr,c of mrultK-l,l rCGoJ:'ds elirolinated. 

7 
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8. Numher of. \\Ihi tc-collnr-orirn<!:-ralu ted CCH1Gtunol' bin B il11a'()cluc.:ed and: 

~ panned each leGislative session. 

• 

• 

9. NWl1bcl' and typos of UDal'S, a.nd munb€lr of complaints input. 

At YOul' l'oCJ,ueot, the followi.ng porccntasos '-'/01'0 e13tintated by thc:: otecn\:tnc; 

committee rcpreocntl1~ives of ouch of the four initial user grottp[;~ 

1'he firoi figureo in ea.ch column represent perforrnanco nfte)' 18 monthn of 

op~ra tion, i.ncludinc; tho p:i.lot phase. The second f:i.guref1 rcprcocm t performance 

after 5 yeaX'o of opo1'«tiol1. 

1. 11'101'eo.S0 :L11 numhcr of 
Co.130S tl'i.ed annually 

D. Increase in money 
awa!'d cd (pcn.:tl tios, 
costs, rcotitution) 

AT'rOHNT!W 
m;NJflRAIJ 

20-35 

b. COl.'responding dollar ~~187 ,500 
incroaoes "'300,000 

Increase in l'evoc:~ tions/ 
sus~cnsions of licenses N/A 

4;. Decrease in OlOVl\mcnt of 
illegal activity 15-25 

5. Decr(>nse in cOMplaints 
l'cGi.l.rciinG 20 specific 
busil1.cslJes/prohlolns 2.0 .• 11-5 

6" Il1crenl1c in cn.otJro in
vest:i.£;,l tnd - no increaSE) 
in mmlpO\·!Cr. 20-35 

7.. Docrc.:wf.'l in mo.nual 
l.'ccol.·ll:{,~opln£; 

DISTInCT 
ATT.OHNEYS --

(1) 

20-35 

$300,000 
-525,000 

N/A 

10-20 

15=20 

COUNTY CON. 
PHOU~CTION 

N/A 

25-50 

$7,500 
-15,000 

N/A 

20-35 

N/A 

10-15 

N/A 

0-10 

5-10 

10-15 

0-0 

8. The Divis:i.on of COl1oumol' Services nnaJ.yzes 600 - 700 con BUI"1 Cl.' bnl~:f(cnch 
yeu:r. .350-1l00 of thone o.:re clnrificp. tion6 to ex:i.GtillS le6~.';1:.~ tiou v/ltich 

.. 

20-35 

20-35 

0-10 

13-23 

'( 1 )Thc D.ts~ct Att;~YS rc!cof';ni~~E) t), poton·B1.al incrcuH'h in (k'U.lcn tried; hmo/ever, 
tlwy :fcc) th.o major thrut;t \·,il.l he the illcrcnncd nUmb(1.t" of COllCilm('rS \I:ho \'lil1 
b()Hci'i. t from llCtte.t" cascm, and the impl'.l.ct to otlwr \I/fltlld.-ho offcndorG dUt~ to 
the in{!l"\,;c\(.;Ctl GC()llQof thu co.t .. os. 

I( 
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\>/ould n<.)t h~ nt>c(,G.r.1:.tt'y l.r the itt ten t tU\d, :.,copc of tlu~ ori{ri.nul 
lC:f.~iGlt.li,j,on ''';:w l'rOll0l~J.y rcsC?l.1.l'ched and dcf:i.ncd.. Ihl'd dtd:n f..\'01l1 thiG 
sy~;tcm \·/:ill h.wo n lJir.nifict\ll~ imptlct on future J'eduction of "clnrificntiolt 
billl311 ; ho\,/(!vol', no pel'ccmtllgo estirnate h/;l.t3 beon made • . 

• 
Tho ·n.1.Uullet' o.nd typos of. users and numhers of complr:Lint~, af.·~or 18 months 
and 5 yca.rs; 0.1'0 cE:;tima tad by 'che progr£l.nl staff ns follows: 

N.P.TORNDY DIsrrm.GT Clr.r.y COUNTY CON. HffiULATOHY 
QrDm~r\Ar. A'lIl.P.OHH.l!:YS ATTORNEYS PHOT1':CTJ 0:( AO}o;rWn;s TOTAl ... .. --.-.... __ .. - , ....... _-_ ... __ ..... -----

USEHS;: 1-'1 10-20 2_1~ 5-10 7-15 25-50 

C0l1PLAINTS : 16,500- 11,500- 2;000- 28,300- 81,'100- 1lI0,000-
21,500 . 17,600 1.,700 56,300 129,900 230,000 

Items 1, through 7, and item 9, \1:iJ.l be measured hy the dttt.\ Ilcc'~mula.ted on 

the or:i.cdna1 Dud follo",-up input documents, and by the ~!r[.l,nGicnt Cl.~C\1 data 

(documcnt not yet dovoloped). At the cud of the six month cvnlu~tion period, 

including six months of prior history collected at its Ol'W0t, \'Ie \>d.11 hnve a 

full year of da.ta, whiuh will comprise a measuremeni; base.. Arter 12 months, 

",rc will hi.l.Ve "mother hajj' year of acti vi ty '''hich \"i11 be:) COll1pn.)'Eld to the base 

year to commOllce IlIcnottrcment of pror;ram effoctivenerJS,. 

, 
In order to uccur'atoly mcnnUl'e the prol)ram's effectiveness, da.ta. mus·t first 

be co11octod "lith ,·!hich to esto.blish n basis for compariBon. E:l.ch user 

e).1.terinc; tho nystcm ,dl1 be requested to supply Depurtmcntal staff with 

infot'mD.':'::'on regi.n'dine; current activities, including numbor of cCXll}.)lnints/ 

cases ha11dled, l'luml)cr of civil and criminal J)roSCCUHOhS, number of jude;ements, 

number ot diL'iciplinaJ.'Y o.ct1,ons and their results, amoull'\; of mon.oy re<.!overcd t 

and all oth~r D.vailD.ble information. Evaluation of proGl'nm llerform~mce 

can thou be made 011 ut.;or, useX' grO'..tl? and statewide bases. The six month 

history will alloW proGl'am evt\ltta tion to bo acc,elera ted ~jO tha t it falls 

"Ii thin the r;rtln'~ period.. In addi tiol1, it "lill provide an intmedia to base for. 

reporting 1:;0 that complaint m~l.tching crut commence when th~ system is 

imlllcmontm\" 
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IJ)EN~l'n'ICATJON ·OJ,i' C~HSIJ'l{/~HITS _.. - ~ .. __ ...... --"-"""-,.-. 

The impl'emcntn, tion of the project mt\st follow all Guidelines and procedures 

as establishcd in the State Administrlitive M(.U1unl. 'l.'hc confidentiality and 

disclosure to non-USeI'D of dutu collected by this systcm arc e;ovf:Jrned by the 

provisions of the ]'(ld<'ll'o.l Cr:i.me CQlltl'ol Act of 19'13 and tho Freedom of 

InfoX'l'1o.tion Act. Safei5~lu:rds must be built into the uystcm to prevent the 

promature disclosure of critical information to USCI' ap;cl'lcios, where such 

disclosuJ'e would joopi.u:dize an investigation. 

CONS1~QUENCJo]S o::~ FAIJ,URE ~!O AC'l.' __ ~-..--._ .. _, ____ .. w _ 

One o.r. the major cons("lqu~mces of the absence of u statewide compluint dilto. 

system is tho. t even "Consequences of Failure to Actll cannot be addr(~s6cd with 

supportable, accurate statistics. No comprehonsivc informo.tioll exioto which 

quantifies the scope of 'Vlhite collar crime ill California, as well l:I.El the IjI'oblcrns 

\'lhich inhi bi tits roduction. 

\'Ie can, however, describe the problems genernlly frem information ga.therod 

randomly from attorney General and district a.ttorney doputieo, a.s well as 

(Suartmtec that these pl'oblems \'Iill not be rcoolved until I'.l.lld unless an informs:tioll 

sharinG and otai:istict'1.1 dato. go.thering system is developed and implemented. 

li'rom informtl.tion VIC ho.ve been able to accunlulate t \\'f) can project 10Rseo of 

lmndr~dl3' of thousands of dollars annuully in pel1.alties and ilijunctive relief, 

an \-tell 0.0 tho expenditure of thousando of man-hours dut": to dupli<:atcd invcmt:igntory 

and prosccutory activities. These and oth(~l' probloms a:r'c described ill 1i10ro 

detail beloH: . 
1. In the uboencc of Cllses which reflect ~ of the, deceptive and illeGal 

uctivitie*;; practiced by a compally/individual, (?ufficicnt pellalties l:trc 

riot nss.essed by the courts to doter future like offenses by th(~ B~lnlC. 

or 01:11e1' com}'l\.mic:s. l!'or cxamplej a recent caee p:t'ol3ecntcd by 0. doputy 
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clif3tl'ict attorney resulted in ,1. ~~5,000 fine, 0.11 amount ihf.mfficiont 

to deter a lD.rc;e company fror'l ropeatc::ci illeGal acti vi tics. If the 

deputy ha.d been UV/o.re of all the existing complaints against that 

particular business, close to ~~ 150,000 in fines could have beCll nBsesHed. 

2. Cases j.nvolving the samo business a1:e beine; invElst:tc;ated o.ne{ prosecutec1 

by severfJ.l aGenc.ies simultaneously. . If-here have been Ul? to ten (10) 

"I. :;J. 

Itt\'l8uits I.lgo.inst tho same business in progreso at the salne time. Legis:,... 

Intors have criticized law enforcement agencies for vlhat they consi!=ler 

"pi(~ccmeaJ." invCfstigations and for causing undue hardship on and hurasl;'-

m~nt of bnsinesspeople. In addition, separo.te lavlsui ts increase taxes 

and crowd court calendars. 

Ninc-hUllU!'(Hl people werG chea:l;ed by a business opportunities co:npany 

duril11;5 this past year. None of the agencies involved had more thnn 

Cll"l.O complaint, "'lhich \'laB inr~uff:i.cient to take action. An action on 

the total compluintE3 would have prevented tho bulk of tho paople from 

beillE; cheated" 

l~.. An agency's E3f~t'~lcil1ent of a case precluded prosecution of earlier, 

like violations by the same company, which other aecncies were investi-

flating. This recent court decision is beinB cllo.llenged; however, 

irrespecti vo or' the outcome, thousands of dolln.l'l3 aud hundreds of Illan-

'hours ... r1.ll be spent in attempting to overturn the court' B decision. 

5. 1.:t\,1 enforcement and other consumer protection agencies have Gev~rely 

1'0stri.cted bud&ct:s. They arc ttble to ..... ·ork only "priori ty" caseu, and 

. havo vil.'tunlly no time to devoto to preventive f~ct:i.vi tics such as 

compilinG inf.ormation on tranoicllt opera'ciom:; and ,·m.rning other acencies 

in advan.ce .. 

6. En.ch yem:!.', the l.Jor,islu.tm.'e and the Department of Finnncc crit:i..ciM 

the l'cgulnto:t'y bonrdG anclhul'Co.us vlithin the Depo.rtmcnt of ConGum.cr 

11 
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Aff"Lir~; for tlw:i.r lttck of \·rell-dofined ~\nd crttc~~ori7.od uto:t:isticr. \'thich 

dos(:ribc \·,heth0r and/or to what extent they Hr(:! moo!;ing their 

. ob;jcct::i. vos. 1'11e boards have only manual roeordk.eeping nYl3tem~ with 
o 

inGufficicnt st.aff to ma:i.n{;ain thorn. These systc:ms do tlQt enable 1.:ho 

ho~\.!·d[1 to respond sa ti~;fuotorily. 

In summary, the problems that plaBue complaint hall.dler,r; cu'e res'tJ'ictin~ their 

efforts to reduce economic crime in California.. Althouc;hsevoral mini-syGtemt3 

exist, both manual B.nd. computerized, \vithin some agellciet:;, they do not and 

callnot address the raal issue---that of coop~rating \'lith 011e another and sha;r.:i.llG 

information for maximum effectiveness and impact, as well as ident;tfying s,ignificant, 

consumer Goncorns. 

(,J 
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-- ------~'~JT----------

To assist' in the formulation of this system, a Steering Committee of user 

raprel~(m ta ti veG "'1as formed during' Novembe:r-, 1976. The purpose of thj.s 

committee is two-fold. li'h'st, and most importantly, it I,o,ill £""llide the 

development and implementation of the pt'oject~ The recommendation.s of th0 

committee serve to develop the criteria \'Iith which to desie;n the program. 

Second, it provides a liaison \,1:i..th the potential users throughout the state .. 

It allows these users to voice their opirtions through their represontatives. 

The committee is composed of the following members: 

Attorney General Representatives 

JIerschE:l Elk:i.ns, Deputy Attorney GEmeral, IJo.s Angelos orfico 
Bob Hatton, Deputy AttorneY,General, Sacramento Office 

Regulatory Bonr'd/Bureau Representative 

DOll Pro cida t Adtninistra tc)r, Tax Prep-3.rer I s Progl:Dlll 
Dep«trtment of Consumer Affe.;i.rs 

District Attorney Represel1hl , ti vo 
,.--;:: 

Hobert m.asier, Jr .. , Deputy District Attorney 
Contra. Costa County District Attorney's Office 

Chairman, District At;t()I'il~Y'13 Indexing Committee 

County Consumer Protection Agency Rel)resel1tative 

Kathie Nabic, Consumer Affairs Analyst 
Sallta Oruz Department of Weights, Neasuros ann (Jonsumer Affairs 

President, California Consumer AffairG A1360ciatioll 

Dopn.rt.mcnt of Consumer Affairs 
Administrative Sta.ff ' 

Richt:ll'd. Blbrccht, Supervising Attorney, D:i.visiol1 of COllGu:ner .services 
Gregor:t Gorges, Legal Councel, Division of Administration 
Harialee Nei[~hbours, Acting Chief, Division of Consumer ServiceD 

" Program Staff 

Don·ninkl(~, AGsocia:te Progrrurllner Analyst 
June IJomax, Coopore. ti ve C6nsurriel' Protection PJ:O~l'O~l1 14o.nagcr 

'.' 
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1'his group hus detnrmined tho,typos of data to be Btol'cd and dissominatc:d 

by tho. systmn. Consumor complaili'co provide the sourC0 rna berinJ, for the del i:a. 

Flor ,\:he .1'urpoaos of thi~3 system, "complaintli is defi.ned as " a gr:tevcUlcc 

alled~ecl in "/ri tillg by the consuming public against n business or indi vidual ~ II 

We expect all complaints as defined to be input as a. condition of par'~icipation. 

"fhe Steering Committee has recommended implementation of a six month evaluation 

period using a portion of the potent:i.al user a~ellcies. As it is \'lell-knO\'m 

.tha t n neVI 6ystmn may !'equire modifications, this eva.luation \'lill allo\'! chan[S(w 

(such AS' report formatE; and frequencies, and code changes)" '\.:0 be made on a' 

smaller sco.le. After the system has been refined and proven lit ",ill be offered 

to all 80vcrnmental compluint hal1dlingagencics who wish to participate. 

l!lxpansi6n Vli;11 occur gradually, by udding 5 - 10 new userl3 oo.ch year. Approxi

mately seventeen users, or 22% ~f the probable llser popule,tion,' \'/ill be included 

in order to got a good cross-section for system evaluahon (Appendix E). 

AHrEHNNrIV1~8 -----....---
Ill. order to solve the communication problems identified in the Problem Definition 

Section, a cnntrC:llizcd data handling office is necessary. This office \'lill 

disseminate comp1.a.int data. to using D.gencies that references stat(~wide complaint 

uctivi'l~y related to the users own complaints. This ,·till eliminate the need 

for each a.[,;ency to be con'l:inually communicating ,'lith other agencies in the stateo. 

Sillce tho \~holc purpose of the progrum i~ to Eather .:md incorporate consumer 

complaint infonnntion from every l)ossible source; ti1ree of the altel.'lw.tives 

considerod. deal only '-lith a centralized, statewide syst0i11~ 

Ill. reviewinG the objectives of the Cooperative Consumer h-otoction Progrc.~m, 

four altornntivcs \O/Or.O considered: 

Do not develo!) a state,.,ide system. 

Estublioh a mmm({l s;',tstem for cataloging complaintr; • 

Install un ex:i.oting. uutomateu. compJ.aint datu systei1 .. 

D~vclop a now automated complaint datu i;Yf.r~em. 
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AI,TBHNNr.r. Vl~ om: ,~ .NO S'l'A'.rr~ofI DI~ sysr.r}:I,1 .. _ .. -- ... --------_. _..... ~ 

This altCl'iw.tivEI represcnts'tho present status of conGumcl' complaint handlill/S. 

There is no cet).tJ:'ulized, statewide program to match cOllll)laints of vari(?us 

complaint handling a~el1cies. Statewide statiotics \</hich identify and track 

deceptiv€~ and ill'egal practices are not bo'ing kept. Each agency ,acts 

virtm.illy independently, with only v.ery limited communication "'tith others. 

Sillce theBe Cll'C some of the major causcs of the pro'blewt'ilistcd in the' 

Problem DefiniUon Section, continued docentra1izati~n is totally unacceptuble 

to the' CooperativeConsi.lmor Protection Program Steering Committee and to the 

Department of Consumer Affairs. 

Advantages: 

1. '1'here is no direct cost to state and local governments .. 

Disadvantages: 

1. The 4 billiot,. plus dollars per year loss to consumers will continue 
to incx'case. 

; 

2.. Comrnunicn.tion behleen complaint handling agencies will- continuo to be 
haphazard, resulting in the following: 

• 

Duplication of effort in investigation und prosecution of white 
collar, crime. 

Less effective prosecutions. 

• . Violators moving from jurisdiction to jurisdiction to avoid pro$ocution. 

3. Restitution for conswners and/or penalties fQr violators ,</il1 rerntdn at 
their present low levels. 

If. The lack of statistics \-Jill result in: 

• 

continuecl non"'recogniation of serious consumer concerns \'/hich require 
leGislation or rule chan.ges. 

continued difficulty priori tiz:i.ng resources to combat the 1rlOl"starcns 
, of \-/hite collar crime, as these areas are not clearly identified. 

continued criticism by legislators regarding the prope:r. catogol'i?,ation 
of complaints • 

5. The J)epnrtmcllt ",d.ll he unable to effectively perform its Inandated ;functions 
in the nrct'l. of white collar crime .. 



AL'J$RNATIVN T\.JO _. HANrrAL SYBTF.t1 -----_-.. ... .,. .... , .... --------... 
A manual Dystcrn "lould he the leuGt complex way to establh1h a. centralized 

statewide inforrlation sharin/j system. Departmental· staff would be responsible 

for coordinating all of the information received from each of the participat.inG 

u/j(;mcies. 

JI'ach w.wr ,,,ould send t.o ConslUnor Affairs 1.nformation on cOfilplaird;r; l:'occivod .. 

Departmental staff \-Iould then 10/j, cross-referc.mce and match ouch complaint. 

In adeli tiol1, :i.f statiot;ics \-Jere to be kopt, the· appropr:i.at;~ informl;l.tion "Iould 

have to be. sogregat(~d and tabulated. Data would haV'e to be limii:ed to broad 

cater;orieo so that the time to process each complaint "Jould not be excessivca 

A user would call thEl pJ. ogralll office to inquire about n })urticular ca.se or 

respoll(hmt~ A clerk would then look up the:i.nformation needed. Summary 

atatiGi.:icl.1 CQuld be generated rel(ltively ca.t~i~.y ;from baE.;ic in}mt cutc/jo:d.oo. a Special stutistics Vlould be difficult to obtain as someone 'lOulct have to 

scan and extract po.rt:i.cnlar information from each compJ.u:i.nt.. • 

This system "lould pY'ovide the \lSel'S with information relative to thoir cases 

from other l')~l.rts of the stute~ Thus the communication botv/een agencieG 

would be improved. However, this system \'lould not provide: 

deta:iJ.cd reports to the user of its ovm C~.l.ses. 

periodic county or other user group r(1)Orto. 

'I.: runcd. en t ere,,, report,se 

• various special reports • 

I~3.ch agency would have to continue to ke'cp its o\'m records.. SI)0cio.l searches 

of the file bused all multiple selections ,.,ould be very expensive due to the 

,amount of time llElcded .. 

Ar.lvalltC1ge~~ : 

1. 'l'hc lelle;thof. time n0ceSI.;a.ry to develQP Hud implnment ~m automated 

systom ,,,,ou.ld. bl:1 avoided .. 
16 
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2. User and cntir.c file broad catesory stutisticul report.n could bo 

gcnerc\ tod, no well as specific product/service reporh, (top ten 

cateeorics only). 

3. Ha't:ch:tng of complaints between the various user agellci0H Vlould be ' 

possibJ.eo 

Disadvantages: 

1. A large dopartmental staff would 'be required to lW,llclle the heavy volume 

of complaints. 

2. HW'tlall error would reduce the accuracy of the statistics and the 

3· 

complehmoss· of the cross-refer<:!l1cin,gand matchhlg processes. 

Hamml r(,~Qordkeeping \Vi thin each, agency \Vould have to be maintained. 

Special X'epo:r-ts \'1ould be very expensive to obtain, if possible at all. 

This' alternative does not satisfy th,e recommolldationsof the Steering 

CommiU:ce that: 

• multiple category selection be available for stt:ttis~ical repori;£;. 

detailed l'e1)Ort6 of the user's own complain't:s be generated weekly. 

• transient cre\·, report be issued monthly. 

• most Gpecial reports be generated within' 2 "/orldne days of tho day 

of' the :request. 

county and other user group ,reports be g~nerated monthly. 

Alr'!'EHNATIVE !J:nnJo1J'} , - I NSTAT4I. AN J.t1XISTING AUTOMATED SYSTlf~N --..... ______ 'f"'"> ___ •• ' .~. _~. rio, __ _ 

The on~~ "lOl'king. consumer complaint system In .the qountry ia opera'ted by the 
<'_,_'. . ' I 

sta. te of Vliscol'loin. . Their system has be.en eva.lua:t:ed for '\.lSC in C~lifol'llia 011 

o \\ 
the basis of the system and user documentation proyided by \'/ioconsin, a.s \·,ell 

as on the comments and recommendations made by the 'Wisconsin program.stll.ff. 

11.1 though much of the data to be collected in California is Elimilcu' to thtd. 

collected in H:i.sconsin, there are several significant omil:;!;d.o1l5 in the \1iscollsin 

system. 
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One of tht~ primtl.l'Y needs of California Users, is the matchinG of "Sruno 

RespOllde~tJ\. cornplLd.nts located ill vario\ls agencies throughout the st<~to. 

Alto, infol~)J!,f.l.tion on respondents' aliases and related business nameS is 

, I 

essflnt:i.al.\:'Th:i.s informati~"r;~. is not captured by,the Hisconsin sy~tern. Another 

requ:i.rement of the prospective users is to be able to pbtain follow"';up 

information about a complaint. In other words, actions taking place after 

the comrJ).Il:int is originally entered into the system should be J~en~H~tod ill 

tho dllta. Exrunples of' .future action illclude investigations conducted, 

court casco filed, court and disciplinary actions taken, etc. Wisconsin. 

,has only very minimal follow..,.up capability, \-/hich will not so,tisfy th(l~.e 

requirements. 

This aJ.tl0rnati ve would be viable if it only l'equil'ed picking up an existing 

automa.ted system and insi:aD.:i,n,g it ''lith minor modifications, such as heading 

changes, county-name table changes, etc. :Including matching, C1'068-

refc~rencing and follmJ-v.p information ... 10uld require extensive modificat:i.ol1s 

to the \'lisconsin uystem 1 and many of their prog):'ams could not be used .. 

Since this alternative cannot meet the major ob,iectivcs or performance 

critcril:l. of tho proGram; it is unacceptable to the DcpC{rtment of Consum(;lr 

Affairs and to the Steering Committee, and has peen eliminated from further 

consideration. 

Advnnta.lj(lB: 

1. The cost to install all existing system is less than Hriting a ne\o1 one. 

2.. Some of the desired roports clln be produced. 

I' 

DistHl.van tngeo : 

1. T.he \~isconnin .~ystem ~oes l10t satisfy the l:·ecomm~p.uations of the 

Steering Comlllitt~0 thnt: 

Debdled reports of the user' El O\-1n compla:i.ntr.; be, ma1;chcd 'Witll ull 
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othor cornpln:ints in the syotcm dealinE; with the name reopondent 
or any of its 011aoe5. 

I' Complete il1formation about 0. complaint (including follow-up data) 
be available (>11 the complaint file. 

2. D~'I. tel. to be collected "/ould have to conform to tha.t collected by 

\1incolll3:i.n, and would not ::.;at:is.fy the nseds of California usors and 

consume rfj. 

3. Heports genoro.ted. would be restrictod to' those a.lready desiBned by 

Vl:lsconsin, alth<;lUgh a fow ne"'l ones might be added .. 

1.. The system would be difficult and expensive to modify for future 

expansion. 

~~lis alternati va addre,sses the develop."Clent of a new system specii'ica.lly 

tailored for the needs of Ctllifornia, utilizing, \1hore posnible, soft\·/are 

.developed,· byWisconsil1~ , With thioapproach, thereql.l,iremeuts of California 

" users "I il 1 , be, met without providi~g ~dditional unwanted ma:telr'ial at extra 

cost. Th~ system can be. designed to be easily expandible ill areas , ... 11ore 

expansion is plann~d to occur~ !]he long range 'costs' of system modifications 

will be minimized as' the documentation \,li1l be current and the system will 

be familia.r to Dcpnrtmen t of Consumer Affair I s staff. 

The llEM system \'li11 be pattcrn?d tioing 'oJisconsin's approach. Each USCl' will 

submit complainto to the program office in Sacramento. 'l.'hcy \olill be 

pl'ocessed ,and the complq.int file will be updated daily in order to respolld 
. !/ 

to telephone :inquiries~ VJeekly and mOll.thly reports , ... ill be disti~ibuted to . . 
each user showing their O\'1ll complaiJ,'rcs, matched \llith a'll other related 

corn;plo.ints on 'I:ho file. Hauthly and quarterly statistical reports by user, 

• utter group Ilnd entire file \'lill be distributed. Special reports and onc-time 

file inquiries \'lill be available 011 requost. 
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The proposou syuteln :i.n doucrihcd in Appendi:>= E.· It is broken :i.nto thro~ 

\ subsystems '''hich nrc rcJ.a.tivElly independent: 

• 

• the compla.int data maintenance ~nd repor·b:i.~g Systf;\IU 

• tho llame croGs-reference duto. system 

tho transient crew do.to.. (wstem 

The intent: if) to keep the costs of both initial proE)l'nlllmine; and rcgula.r 

proc(wsing to a minirUlun. For this reason we plan to modify four of. the 

Hisconsin procrrams l'U ther than 'oJri te new progr-ams, unless this proves 

UllJ.'ea.:U.Btic. Once t;ho Cal:i.f.ornin data categories ure fino.liz,ed, the decision 

can be mD.de \oJhether or hot to use these programs. 

This system ,-d.J.l generate those reports most vclluable to California users, 

and will be very fle:>dble. Statistics can be generuted many "lays. All 

in:t'ormc:,t:i.oll \'lill bo aVD.iJ.able wi'bhin ouch UseI'll s own office, thus elinlina ti~lg 

the noed for frequent calls to Sacramento. T!ds uJ.terllative \-lill sut:i.s:fy all 

I of the neods addressod in this report, as \'Iell as meet ulJ. of the performance 

criteria pr~viously identified. 

AdvantaGes: 

1. 'rho- system is 'cnilorod for the needn of Colifo!'nJ.!t users. 

a~ The dn.t.:~ :ts exactly \oJhat is necessary. 

1>. ~1J1e input of compJ.ain·b data to the system is Dimple and short, 

in o;t'del' to minimize the impact on the ''IOrkload 01' UfJCr agoncicG. 

c. The rel)()rts e;enerated \'1ill be tlio~e 'most useful to CnJ.ifol'l'lia 

2. li'u t~l:t'(} modif:i. (:n tiona will be simplified for the follovt1.ncr rer.wOl1G: 

a. PrOCl'otno ,·d.ll be designed to be expalldable in certnin arous • 

h. Complete dOC\llnimtn.tion \oJill be availa.ble. 

c. Dcpartm0u:t of Consume),' Affairs stuff "'ill be very familiar "lith 

the system .. 20 
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3. rr'his nltel'nnHvo rneetn Hll of tho l'ec:otnmenddt;ionc; of the COOp0rat:i.vc 

\ Consumel' Protoctio':l Pl'og:r.:lm Steering Committee, :i.ucludinG the foll.owing: 

• '.rhe complaint file \<lill be updnted daily. f)'om the dElta flubm:i.tted 

by the U~HU·S. 

• \leokly dotD.:i.lod reports of the UDOl'S' ovm complaint::.: \'lj(~.l be 
,'i ... 

disi..ribu·tod .. 

It'heh complaint ,.,.ill be matched to all other complnln·ts in tho system 

dealing with the same l.'espondent c\1ld c:r:oDs-:cefel'encod to a.ny alinsOGe 

• Honthly .nndquartex'ly stf.l:l;istical reports "till be distributed, sho"!ing 

uct:t vi ty \'/ithin Californ.ia for each user, usel' group, and freD. tewide. 

• Complete ill.formn. tion about a (~omplaiut \'lill boa vailable, including 

action t.:l}:ell after the compla:i.nt or:i.gina.lly entered tho s;Y~ltem .. 

The system h.:ls tho ab:i.lity to generate speciul l'oports and e.nS\ller 

If. Communicntloll between compla.int hUl1dling IlGencios \oJil:L be facilitat(-Hl 
II ., 

through tho UGO of the reports-generated by the system. 

5. Tho Dopartul~!nt will fulf.ill its mand.:lted functions :i.ll the nl'oa of \'Ihite 

collar cl'ime. 

6. All of the J?erfonnance Oriteria idCll'~ifiod CHn bo met. 

7. COlllputer-gcmcl't'ltcd sta.tiBtics have built-in bonl). fidel:>. 

Disadvun{;F.\gc8 : 

1. A comp1.l,tcrizod nys ~em t.:lkes longer to implemen{; thiltl. a m.:ll'lu~tl system $ 

2. l!\lll dcp,1ndol1cc on a computerized system limits tir.lCly l.'t'lnp()miCS if 

any of the component PUI'ts br(ml~ down~ i.e., campweel', microficho 

Pl'oc€'f'l(lor, c,·.)py rnach:i.ne, etca, or if higher priorities exist at the 

chosen data. cetltel' • 

• 
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J. 

'fABLE 1: l!"'XnST YHAR COST GOlvtPAllISON 

(Noto: Altorml.tive T\~o consists of 3 months developlllent and 9 mont:ho 
produ.cJcion, Alternative li'our io .5 months development and 7 montho 
production)' 

DcsGription Al te:ma. t:i.ve 2 III tcrnD ti va 1. 
----~---.... ~""-- ------------_ .. - .. 

Staff !ullount Staff Amount 
I. Pcrt:;onnoJ. 

A. Dcdicatotl 

1 .• Project Dir(:)ctor @ 5% 1 '··.1.ll ,:;>;1 1,53
'
+ 

2. Program H«nt).ger (S.,s .. H. I) 0 1 20,928 
3. P.t'ogram MD.nncsm:' (S.S.H. III) 1 22,992 0 

If. Adlldnistril.tive Assistrult 0 0 \' 0.;,0.' 

5. • Stuff' SOl'viccc Analyst (12 mo • 1-A) 
9 mo. 1-A, 2-B) 4 37,353 0 

6. J'tmior Stai f Analyst 0 1 11,028 

7. SenioX' StcHloljraphcr 1 9,876 0 

8. St~l.til.~tical Clerk (9 mo('J .. ) 1+ 2&,9411- 0 

9. San iol" ClerIC 2 19,296 0 

10. Stenographer 0 1 9, ll/fl~ 
~ 

11. Clerk ... Typist (9 mOs.) 3 18,225 0 

12. Clerk II (9 Illos.) 12 72,900 0 

13. Da {:a Procem3ing l1al1a.ger I ® 10% 0 2,299 

1/f9 AOBociatc Programme].' AIl(,:l.lyst 0 1 19·,068 

15 .. Data Processing Technician 0 1 12,5'16 

16. Temporary IlGlp 0 .8 6,750 

1? Peroonnel B('n<.:i'its (24.5% 
of l.1o.1arieo) 27 51,72ll 5.8 20,1~88 

B. Cont).'l.lct ( ))evclol)lllen t· On1 ~r) 

1. Pr()gl·C).nll1lci' .. tlod:i.cn ted for 7 months 0 15,151 .... 

2 .. P"'ogrcunmcr-18lI0 hO\H's @ $18.50 0 31+,O/fO 

Sub-Totul - Personnel 26(~, st.lj. 153,306 
. ,;.:.:<'\1 

II. Operating E>:pellsos and EqUipment "-0 

A. Travel. 12,000" 12,000 
B. Genel'a]. Opera. t:i.nr; mxponne 129,512 36,900 
c. l(:quipmcnt - Gcric:t~.1.l 28~ooo 1,GOO 

r,', 22 
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l)CfJCl':tption Alternative 2 

Pl~f,e 2 
'J:b:(llEl 1 

Altormt t:i.vo J+ ~. '. ____ ._ .. ________ ,_ ........ ______ --____________________ , ____ --....., •• _. n __ • 

Stafr Amount staff Amount 

D. Hicrofiche Hea.ders, Printori> o 

Sub-Totnl '" Operating l~y.p(mse 

III. Compute).' Rcll:1.ted COS1.S 

A. ])cvelor~nent 0 32,l187 

B. Produdion 0 llO, 1~33 

C. Hicro:r':lche 0 53G 
~--- ----

Sub-Total -, Computer 0 ?3,l~56 

TOTAL First Year Costs 432,356 291,262 

• 

~---~ ~--~---



TABLB 2: m~COND YJiJfl.R COST COHPAHISON 

Descl.'ipt:i.Oll Alternative 2 Alto-:rnative 4 
-----------------------------------~----~.~.~------.--~-------------

I. Personnol 

II. 

A. ProjcctDircctor 

B •. Proernm t·1anagor (S.S.H. I) 

C. Pror,raln Hanagcr (S.S.H. III) 

D. Administru t:i. ve Am;istant 

E. Staff Services Amq.yst 

F. Junior Staff JIl1!1.1yst 

G. Senior· Stcllogro\plwr 

H. Statistical Clerk 

I. Senior Clerk 

J 0 S'l.:;cno~raph er 
K. Clerk-Typist 

J..I. Clerk II 

H. Data ProcClGfiine H.9.nagcr I 

N. Associate Progrnmrner Analyst 

o. Da t~~ Proc0sGinl~ Technician 

P. Temporary Help 

Q. Personnel Benefits 

Sub-Total - Personnel 

OperatinG Expensos nnd Equipmcn~ 

A. Tl'avel' 

13. G~mcl't'l.l 0pCl'nthlg Exp~)lwe 

C. Equipment - GCl1<.n:al 

D. Microfiche Headers, Printero 

Staff 

1 

1 

5 

1 

5 
2 

3 
18 

36 

Sub-'fohtl - Op(-!ratine Elcpenses 

-III.. Comput~r RellltC(1 CO~1tS 

A. Pl.'oduction 

B. Hicrofiche 

• 

Amount 

1,687 

o 
25,291 

19,100 

63,980 

° 10,864 
53,064 

21,226 

o 
26,730 

160.,280 

o 
o 

° 
° 93,669 

475,991 

13,200 

17!i,OG7 

'1,000 

° 
195,26'1 

° ~ 
° 

6'11,258 

staff 

1 

1 

1 

1 

1 

•. 8 

Amount 

1,68"1 

23,021 

° 
° -0 

12,131 

° o 

° 
10,388 

o 

° 2,529 

20,97[(' 

13, 8:~/1' 

7, 1.~25 

22,537 

1111-,527 

13,200 
1.0,0[(0 

1,760 
7, OI~O 

107,896 
1,066 

1-08,962 



TAl3l']~ 3: . THIRD YEAR COS9,I COHPAHISON 

])CGcr:i.ption 

1. Pcrsomwl 

a' " 

'II. 

A. 
D. 
c. 
}). 

.li;. 

F. 
G. 

H. 
I. 
J. 

K. 
L. 
l-1'. 

N. 
o. 
P. 

Q. 

Project Diroctor 

Froer-am J.!anugor (S.S~J.i. J:) 

Frogrrun Hanugcr (S.S.H. III) 

Adminiotrative Assistani: 

St--:li'f Services Analyst 

Jtwior Staff Analyst, 

Senior 'Stenographer 

8m tioticD.l Clerk 

Senior ClcJ7k 

stenographer 

CI01'k-'.r.YP1Llt 

Clerk II 

Data. Pr()cf!Gcd,nB J.!a.nager I 

Associate J?rof9."wnrner Analynt 

TJ..1:ta Processing ~J.lcCh)l:tcial1 

,Temporary lIelp 

~crsonnel Benefits 

Operating Expenses and F..quipmcnt 

A .... Truvel 

]3. Grmoral 01'01':1 ting }1:pellsc 

C~ ~quipmcnt - Gonor<':1.1 

DI~ Hicl'ofichc· Readers, Printers 

Staff 

1 

1 

6 
... ' '-. 

1 

\ . 
'," 

6 

3 

.. ': ' ':!J 

?2 

". 

-. 

" 

Bull-To l.D.l 01101'0. tine; lilxpcl1ses 

III. IJomlmtel' Related Costs . 

:A. Production .. 

B. Hicrofichc 

.' Sub-'r.ot-nl .... 'Compute,!' 

T01'AL 

2 r' 
-;J 

Altcl.'l1utive 2 

Amount 

1,8/rl 

o 
, 27,590 

·20,837 , , 

83,030 
0' 

11,851 

69~'465 . 

. '31+~733 
o 

.29,160 

2.13,8/+0 
; ~ .:: ~O . ,. 

b '. 
. '.' ~ 

,'" . -0' :. 
,. 

",' 

'. : 

, . 
.,' 

,120,625 

, , 

642.; 972 . ': . 

;, 

, .14, I~OO. 

.~26,550 

7,000 

0 

21+'7,950 

0' 

.0 

o 

860,92.2 

.. 

Al tcrt1a ti vo II ---_._--_. ----
St<:'lff 

1 

1 

.. ' '1 

. '" 

, .. '1 
" . 

1 
'.' 

'.8 ' 

.. '-
5.8 

" 

... , 

Amount 

1,8111 

25,1'1 /+ , , 

'0 

o 
o 

13,233 

o 
o 
o 

,11,332 

o 
o 

2,759 
22,881 
15,09'\ 

8,100, 

2~',586 

.: !l~, 1100 

I 

,49,080 

,1,920 
7,680 

':73,080 

1l~2,357 

. '1 , 71fl~ 

--1~lf, 101 

Q 



.. 
TABLE If: 1"OUnr.rHYl!~An COST CO;'IPARISON 

DC13c:ription 
'--____ --..0.-"'--..... 

I.. Personnel 

I 

II. 

A. 
B. 
c. 

Projcct 

PJ.'O e; ram 

l'ro~X'nrn 

l1i.rcGtor 

!·!fJ.uager 

Hnnncol' 

(S.S.H~ I) 

(S.S.H. III) 

D. Ac.lm:i.ni::~b:D. t:i.vC! AGE.d.stant 

1.0::. Staff. Services Analyst 

. F. JtUlioJ:' Gtaff Ana) ;,rst . 

G. Seniol' Btcnoernphcl' 

Jr.. .%atistical Clerk 

I. SenioX' Clerk. 

J. 

K. 
L. 
H .. 

o. 
P .. 

Q. 

t3teTlo[jX'nphcr 

Clerk-~f.lyp:i.st 

Clerk II 

I,. 

Data p).'oocssing HalllJ.ger I 

Assoda,to Programmer Analyst 

lJata Proc'essing Tcclmiciun 

Tcmpor.o.'y I1elp 

Personnel Benofits 

OperatinG Ji'.,xpcnses and Equipment 

A. ~\1'IW0l 

13. General C~)cra ting R~pcnsc 

Co Eqn:i.i):ncnt - General 

D. Hicl'oficlle Headers, Printers 

III. Computo)' ReIn te'd Cost:3 

A. Pl.'oduction 

D.. Hicl'oficlic 

I 
(] T01'A.TJ, 

Ali.:Clrnativc 2 Al tCl.'lw' ti vc. If ---_. --_.-._-- ---_._---..--.... 
Staff Amount 

1,99l,. 

0 

1 '29,890 
. \ 

1 ~;> 5T' F·-,' .) 

6, . 89,?50 
.0. 

0 
" .' 

1 ·12;839 -. . . 
:. ,0' 

• tit 
,? 87,797 

"0 
,. 3 37;627 

, 
:.. 0 

.. ; ....... 'If .:( .' .42~ 120 . " . 

" . 

" : 

. ., 

26 

'28· 294,840 

.. " 

'-' 

r.:.<1 
'/' 

. ,' 

\ 

,. '" .' 

. ~ '. : 

Q 
o 

,',' ~ -" . 

. :.' 0: ,,' 

""0 : 

-_ .......... , 

... : 
',1.5,600 

':2.83;962 . 

," . 15,000 

.. o 

,I', .' , o 
·0 

o 

.1,086,001 

staff 

l' 
.' 

,.' ..... 

2 

,', 

'1 
," 

'. '" ::J 
" l' ' 

• ':~8 ,. 

' .. 

" -

" 

.AllloUllt 

1,994 

27,206 . , 

o 
o 

° 28,6'111' 

o 
o 
O' 

-·.12,277 

o 
o 

,,2,988 
. 24',788 

16,31t9 

~,775· 
" 

'15,600 

59,020 
, . 3,380 
, 8,320 

. 86,320 

o 

. 181', L,,111' 

.' 2,05'1 

"1 (53, I, 'ii-



l!'IFTH, YEAR COST COi1PAIITSON 

Alternative 2 Altcrnl:\ ti vo II, , , 
, ______ D_CGCl'iPtion 

-----, ----,-~--~-
I. Personnol 

A. 
B. 
c. 

Project 

ProGrwn 

Progrf.lm 

Director 

J.fanagor 

H!).lwgcr 

(8.S.H. I) 

($.S.H. ~II) 

D. Aclmil'liutrn ti ve AssiGtD,nt 

E. Staff .services An,q.yst 

, ' li'. Junior Staff An3.lys~ 

G.. SCl1ior~tcnograJ.lhcr 

H. Sh~ tisticHl C1Cl,'k 

I. Senior CJ.erk 

J.. Si.:cl1OBrnl)her' 

K.' Clork-TypiElt 

L. Clerk II 
H. Data l'roccGsinB Nal1(3.Gcr I 

,I',' .. ' 

" 

Ne Assodn,i:c Programmer Analyst 

O. Data Processing Tcelmicin.n 

" 

P. Temporary Help 

Q. ,Por60nnel Benefits 

Ope).'uting I~pcnscs and Equipment 

A. 
B. 

c. 
D. 

Travel 

Gelleral Opcra 1:ing JiJ::ponse 

Equipnl(mt , ... Gelteral 

Hicl'of:i,chc HeadOl.'B , Printers 

Staff 

1 

1 

7 

", ;,., 

" , 
.• ..t •• 

1 

8: 
" 3 

, " .... , .... -

Amount 

2, 11~8 

o 
'32,189 

:2i:~,309 

'112,308 

o· 
. ',13,826 ' 

':, 108,'057. 

,.;'l~O ,522 

o 
, ',4 ','" 1+5,360 

'~3 ,374,220 

~ .. ~ . ..,. ,", 0 

-' 
" 

". ~. 

" o 
, , 

~. • 'I. 

.:':,',. : 
'() 

()' 
. ' 

Q~7 .lln(l 
."". r y. '--; 

: . • r .' 
,'I" • ... 

.... 
: .. ' ',~6,800 ' 

:3h7,301 

7,080 

o 

, ' 

Bub-Total -, Opc..!),'u tint,'; J~pel1scs 37'1 ~ 10 ~ 

In:. Computer Hclntcd Costs 

,A. Production 

B. Hi cl'ofl chc' 

Sub··~lot~I,l - COlilputer', 

TOTAl) 

,'. 

2'1 

" . 
.. , .. 

, . () 

,n 

, 0' 

1 ,308~5'!O 

StLtff 

1 

2 

. '" 

... , 
' ..... - . 

,1 
: .... 
, . . • 8 

'-.:-

.' 

, . 

Amount 

2,1h8 

29,2~9 

0 
, ,0 

0 

30,8'19 

0 

0 

0 

, .. ,' . 13;221 

, " 

' .. 

, , 

o 
o 

3,218 

26,695 

17,60'1 

9,1,150 

32,1.166 

,16,800. 

,,69,860 

3,6~o 

8,960 

, 99,260 . 

,226,691, 

,2,it11 

229,105 
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'fABLE 6: CONPI,An!~L' VPLUH1~ AND PERSONNEL HEQUImrl11~:NT PHOJgCTION8 

1 2 3 , .5' 

YJ~An1'r. 
SALlIRY 
1976/77 $ 

t--------- --. - ----.. -.--"t--"----
I # Complaints 
II Perccl1tc'l,gc I 
III il Users 

110,000 140,000 1'10,000 
ncrease in il CQm- 2';% 21% 

pla).nts . 
17 27 ·37 

200,000 230,000 
1'1%, 15% 
11-7 57 

---------
IV # People (not 

dcvelopm 
including 

. - ... __ ....... 
--'--i----.I------~il 

v. 
A. 
B. 

C. 

lent) 

A. Hanual Sy 

1. Proj 
(5 

stem 

cot Director 
%) 

2. l'a.lli Hanager ( Sa S .H. 
. III) 

Prog 

Admin 
A 

3· 

I •• 

istrative 
ssisbmt 

f Services staf 
At l<'llyst 

5. Seni or stenographer 

6. ste.t istical Clerk 

7~ 

8. 
9. 

Ol~ Clerk Senj. 

Clerl 

Olerl 

c ~Iypist 

c II 

d Sys'l;em . B. Automate 

1. Proj 
( 

cc"\; Dire ctOl.' 
5%) 
ram Hal(agel" 

S:S~H .. 
2.. Prog 

3. Jr;,' 

I~.. sten 

5. Clel' 

Staff Analyst 

ographcr 

k II (10 mall-
months) 

6. )).:-1.ta Proqessing 
\ H 111wgcr I ( 10";:6) 

I) 

c:i.c, teo Pl.'ogramm·er 
'\ 
7. ASBO 

An alyst 

8. Datu Pro,cossing Tech. 

AdM i;ional Aflsumptions 

- ,... -
1 1 1 1 

0 1 l' 1 

2A 2A 3A .3A 
2B 3D 3B 3B 

1 1 1 1 

It 5 6 7 
2 2 3 3 

3 3 3 
- 4 

12 18 22 28 

I 
- - -
1 1 1 1 

1 1 1 2 

1 1 1 1 

.8 .8 .8 ,) .8 

- - -. 
1 " 1 1 1 

1 1 1 1 

-:-

lunD. tior~ ~ AS:JllJlle' 10% per- year- inflation from 19'76/77 dollars .. 
H::l,nu.::tJ~ Sys'l:em 

1 

1 

4A 
3B 

1 

8 

3 
It 

33 

~;-' 

1 

2 

1 

.8 

1 

1 

,'!... 

1.. E:tch l1m'l :i.ncr-emeni; of 3,9.58 cl):nplaintB beyond first y({a:r. :: 1 lIe';' ))on.ttion 
2. .F;J ell llCWColllplClin t heyond fj, l's·c year- :: $. 988 i~lCr0Cl.Se :i.n opel'lxl:ing cxpe1:J.IJ(~ 
Au*tomnt:ed ,SYBtclll ~ . b 

1. K'l.ch nm\' complllit1t beyond fir-st year:: $.15 incrcnse ill opel'il.ting ex,pelloe 

28 
o 

1,53/+ 
22,992 

17,3C;1+ 

11,0?R 
12,0.36 

9,876 

9~6/18 

9,648 

8,100 

8,100 
\, 

--

1 t5311· 

20,928 . 

11,.028 

9, Ij,4.l" 

8,100 

2,299 

19,068 

12,.576 
:',,' 

'"I 
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COST rmNK~'IT !INALYSIS --

As evidenced by the costs indicated in the Cost Comparison, Tables 1 - 5, 

the altcl'l'lr.l ti vo solu tior! with the least cos'l; is to eshlblish a 1),0 VI , 

automo,tcd system., 

'l'he llE>.ed fCll,' action in t.he area of consumor fraud has been demonstrated in 

the Problem nefinition Section of this study. There cur-ronUy is no 

state\'/idc cO~l\plaint h,0.ndlinf, Gystem to satisfy this nood.. Con.tinuin6 tho 

status quo (no statOl'lide system) has been addresood in Alternative One and 
" ' 

rejected l us it \'Joulcl. allow the present unmanugeable levols of consumer fraud 

to incrects~. As a system must be established in order for the Dc.pt\rtmcnt 

and la\ ... enforcement ulSencies to respond to. t;heir mUl1cl;t:~'a, functionG" 
, , 

.a manual oyGtem (Altcx'l1D,tive Two) "Jill be used as the base ,from which to 

compc"l.l'o tq.e coots of the other alternative. " 

The first yOl..\r develop:nent and operational costs of the manual system 

The iil'st yeal" coots of the autoulated, system (Alternative 

Four) are $291,262. 

Second YOElr operat:i.()llD.l c;:osts ,·Till be $671,,258 for the mal1Ual l3ystenl und 

$285,529 lor the lltM e.utomatca. systenl. Third year costs \'d.ll be ~~8GO,922 

for the lO1J.lluD.l systcm and $342,119 for the automated sYEltom. li'ourth ycal~ 

costs, \·Jill he ~t1 ,086,001 for the manual system a11d $~;22, 990 for the 

automated system. Fifth year costs will be ~~1 ,308,510 fo,., the manunl 

system and ~P~9,3,348 for the' automated systcm. 

Implementing the nm ... i1.utomated system (Alternative ,~our) fJ.t (li'ronchic;e True 
~ ':j 0 

Bon.rd "lould re::mlt 'in f:i.:r-ot YOllr savings to ',1.;110 state of ~>11+1 ,094. 

Second, yea!' tli.l.vint,';s '"'QuIet be $385,.72.9. 

" , 

2.9 



0. 

~~518,803. Fourth y0n.l~ sCtvings ,."ould be $663,011. J!'ifth yenr sav:i.tle;G 

\>rould oe $815,162, as com~red to the cost of implcnJ(mtincr the man'ual 

syotem. 

" 
Total 6D.vings to the State over the first five years of operatiot;l of this 

program would amount to $2,523,799. 

As \'1ell as being much less expensive than a manual system, the automated 

system "'ill meet all of the needs that the manuttl system cannot Of Spcc:ifically I 

the automated sYElt~m \'lill: 

~ provide users "Ii th detailed reports of their own caSC6. 

• generate special reports and allSWer one-time inquirioG in a ma'ctcr of 

days, not ,,,ee}m or months. 

• reduce the manual statistic gatheril1f, in each user a,Beney by pl.'oviding 

regular rcportsu 

• provide acct~rutc and. reliable com11lo.int E11;ntistics. 
.. 

The follo\>riua results will be obtained eas:i,er, at less cost and morc 

leffcc'tivcly 'by ushig an automated system: 
, 
~, 

• Improve~lcnt of consumer/merchant relatiOlwhips. 

\~ Allocation of jnvestie;atory and prosecutory resources to the most 

" \ 

• 

• 

• 

critical prol>l<;)mG. 

Reduction of fraudulent business practices befo,re fu:rther crimes are 

committed through tho iSSUD.l:1Ce of timely alerts. 

J.mprovemcnt in statc",ide tracking 'of respondents by esi;a.blish:i.ng a 

name croGs··refercnce listing. 

Incl:'cascs in number and dolla:t' amounts of' fines and rcstitutions 

recovered b;t tl.gencies and conoumers .. 

• Improvement in commullicationbot\>lcen complaint handling agencicHh 

• Incrcnscd l'or.rpomdvel1EJsG by the Department. of Conr.;\.ullel.' Affairs nnd 

lnw cnfol.'cem~llt agencies in meeting their munda. to to protect California 

COllmmlcrs .. ,30 
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COOPgRNl'IVB CONSOl>1ER PHOr.t'I!:CTION PROGHAlvl 

lvlILES'l~ONE mmOH':J.1ING CIlAHr.t' 

, 'Assumes Feasibility Study Approval and Start-up by May 1, 1977 

• 

1. Finalize data '1.:'0 be captured and report formats 
Hi::'13pOl1Bibil~. ty - BDP, Von Hinkle 
Sign Off" - CCPP, June Lomax 

CCPP, Marialee Neighbours 

2. )j1inaJ .. i7.o system design 
Respon~dbili ty _. EDP, Don Hinkle 
Sign Off - BOP, Fred Milton 

. CCPP, J'une Lomax 

3. Evnluate Wisconsin programs for use in 
this system 

4. 

Responsibility - EOP, Oon Hinkle 
Sign Off - BOP, Fred Milton 

CCPP, June Lomax 

Critical design review 
Responsibility'- EDP, Fred Milton 

B))P, Don JUnkle 
CCPP, June Lomax 

Sign Off - nOF, Don Leachman 

5. Deoign data files 
Responsj.bility - BDP, Don Hinkle 
Sign Off - BDP, Fred Milton 

6. Write specifications 
programs ... 

RCC3pOnSJ.lnl:t.t:y - ED)?, Don Hinkle 
Sign Off - BDP, Fred Milton 

7. Write specifications for complaint update 
.l?rog:;:am~r 

nesponr.d.bili ty - EDP,' Don Hinkle 
Sign Off· - BDP, Fred Hilton' 

. 8. Wri.te compl,d.n'l:: ed:i.t and update programs 
nesp'on~d.b:i 11ty -' BDP, Don Hillkle 
Sign Off - EDP, Fred Milton 

9. Writo specifications for name cross-reference 
update and 1:'0))0l"\:: programs 

Responsibility - BDP, Don Hinkle. 
Sign Off - BDP, ~red Milton 

31 

DUE 

5/~O/77 

5/27/77 

5/27/77 

6/10/77 

.6/3/77 

"I In 177 ., -, .. 

7/24/77 

8/5/T' 

7/29/77 

ACTUAJ.J 
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• 

Milestone Reporting Cha~t 
.Pag~ 2 

10. 

11. 

12. 

13. 

14. 

Write name crOss-reference update and 
repOJ:t programs 

Responsibility - EDP, Don Hinkle 
Sign Off - BDP, Fred Milton 

Write specifications for complaint 
report programs 

Hespofwibili,t.y - BDP f Don Hinkle 
Sign Off - EDP, Fred Milton 

Write specifications for statisti,6al 
report. 'programs 

Responsibility - EOP, Don. II:i.nkle 
Sign Off - EDP, Fred Milton 

Nrite first group of report programs 
Responsibility - EDP, Don Hinkle 
Sign Off - EOP, Fred Milton 

'Prepare data entry procedures 
Responsibility - EDP, Don Hi.nkle 
Sign Off - FTE, Mike Childress 

E~P, Fred Milton 

User training for capture of history 
Rcsponsibili ty - CCPP, ~Tune Tlom<-),x 
Sign Off - cCPP, Marialee Neighbours 

16. 

17. 

18. 

CollRction and preliminary edit of 
history' dnta 

Hr~SpOl'lsib:i.li ty - CCPP, June Lomax 
Sign Off - EDP, Fred Milton 

Create ptogram tost data 
Responsibility - CCPP, June Lomax 

EDP, Don Hinkle 
Sign Off - BDP, Fred'Milton 

Test progn:llnn 
Responsibili,ty .., BDP, Dem Hinkle 
Sign Off - CCPP, June Lomax 

BOP, Fred Milton 

19. Create system test data 
H.espo!l~.d.bili,ty - CCPP, June l,omax 

EDP, Don Hinkle 
Sign Off EDP, Fr~d Milton 
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DUE AcrrtJi\,I.I 

9/16/77 

8/5/77 

8/5/77 

9/23/77 

7/8/77 

7/15/77 

9/23/77 

8/5/77 

9/23/77 

8/5/77 
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Milo~i'l:;ono R(Jpm:tilHJ Chm:l: 
1'a£10 3 

MnJgSr;t'ONB 
..-..0>---_ 

Test system 
RespolU:1ibiU.ty - ED1'), Don Hinkle 
Sign Off -CCPP, June Lomax 

EDP, Fred Milton 

21. Write user instructions 
Responsibility - CCPPi June Lomax 

ED!?, Don Hinkle 
Sign Off - CCPP., Harialee Neighbours 

EDP, Fred Milton 

22 •. Write specification~ for second group 
of report programs 

ncspO))sibili ty - EDP, Don Hil1kle 
Sign Off - EDP, Fred Milton· 

23. Write and tost second group of report 
progJ:ams 

Responsibility BDP t Don Hinkle 
Sign Off - CCPP, June Lomax 

EDP, Fred Hi1to11 

24. Document programs 
Rospontd.bility - EDl? t Don Hinklc:~ 
Sign Off - EDP, Fred Milton 

25. Dooument system 
Resporusibi1i ty - EDP, DOll Hinkle 
Sign Off - EDP f l!"rcd Milton 

26. Build initial history file 
RespolH3ibilit.y - EDP, Don Hinkle 

CCPP, June Lomax 
Sign Ofr . - BDP, Fred Milton 

27. Implemen.t ::;ystem 
Responsibility - EDP, Don Hinkle 
Sign Off - CC~l?, J'unc Lomax 

EDP, Fred Milton 

28 •. Eval.uato pilot 
RcsponsibilH:.y - CCPP, June Lomax 

J~DJ? I ]!'l::'ed 1\1i1 ton 
Sign Off - CCPP, !,1aria1ee Neighbours 

29. Add five(S) l1E\,W users 
Responsibility - CCPP, June Lomax 
Sign Off -CCPP, Ma~ialee Neighbours 

.30~ Evall1ute sys·tern 
Rospon.sibi1ity ~ ccpp 1 June Lomax 

Imp I Ii'l:C!d Hi 1 ton 
Sign Off - CCPl' I ~1arialee Neighbours 

, 33 

Dtm 

9/23/77 

9/16/77 

10/14/77 

ll/·~ ~ '7 '1 . J.J./ I 

11/J.l/77 

11/11/77 

9/23/77 

10/7/77 

4/7/78 

10/7/78 

J.0/7/78 

l\CTUJ\L 
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AUTIlOHJZ.t\~::rONS m~0Ur.m~l) ._-_._.--;_ .......... __ .. .:.:..._ .......... . 

. I I " I • I I I ~ . , ' 

Approva.l by the Sttlte Data ProcesGinB Na.uagcrnent Office and t.ho Intorgo.vern-

mental BohI'd on Ele.ctrollic D.:"'ttu Processing as described ill tho S'~ate 

Administrative Hanna)., ~;ection 1~8oo. 

lQBQPIJm!~~'£~L'1.:91ILSill. .. A~!1::t~TnN(,I)~ CII~~Cli:!f> 

None .. 

!( 
\1idE~spread use of tl~:i.s system \'[ill increase the quuli ty and quantity o\t: 

COllsunwx' complaint ho.ndling st~1.t0\",idc. It 'vIill decreano duplicat:i.on oj} 
. ) 

effOl't, DJld thereby release' time for prosecutors to \101~k on now ir~y!t~tigationt'h 

~:hnse SaVil1gB \'lill be realiz.Cid \"ithin sta.t~e government in the Office of th6 

Attorney Gel1eral and various Department::;! HCBulatory Boards and Buroa4s, 

and in localgovcrnmenta:l RB0nc.ics throughout tho stateo HeductiOlt:i.ll dupli·· 

catiOll. of effort and in manual rccordkeeping \~i11 off:;,:~t t.ho stuff timf.~ 

required to in.pu.t data .. 

SOURG}!) OF FUNDS - .. ----...~-

U .. S. Department of Justice UI.\·[ li:nforcemen.t AssiBta.nce Adminis-i:;)'ntion funds 

have been made ava:i.1Rble under the Crime Control Act of 19'13, and. are 

administered by the Office of Criminal Justico Planning.. The th:r'ee-year 

gl'ant pl"opo.sal totaling ~~725,OOO commenced August 1 t 1976" To date, funds 
• • 1.1 

ha.ve becn approved for i!he first and second years. After the end of the 

three-year g:rant period (he~inlling 8/1/79), the options foX' funding 1:hi6 

progrDnl al.·(~ as follov/s! 

• 

.. 

• 

cOlltinuod fcder'.I.:l funding • 

)?c"l.rt.inl funding from o~ate funds and p~rtial f\.mding' fl.'om Uf'iOr a~e~p:i.~,a ... 

complete statu funding • 

cotJi;plete' usm' funding .. 



• 

1'ho system, tl1:r'oughou'l; the term of tho O.C.J .1". Gro.n'\;, must conform to the 

Fodero.l Crime Cont:rol Act' of 1973 ruld the l!'cdero.l Freedom of Informc:d:icUl Act. 

These Acts supercede all state laws; however, the system is being ch:('.dgtled 

to conform also to California lD.:vlS (including the Goverllor' s lllicc,cu ti ve Order 

#13-22-76) due to the pos~3ibili tyof long-term Sta. te or unor fuuding after 

tho three-your developiilent period .. 

There arc currently two items included in the data to be collected \'Ihich are 

oxempt from public disclosure. They are 1) "Assurance of Voluntary Complimlce" 

and '2) nUnder Active Invcr;tigation ft • Due to the import<"\J1ce of these items to 

the users as informational tools, and to the ndvcrtie effects premature disclosure 

,to consumers, rnerchlmts, etc. could have on the outcome of investiglJ.tions9 a 

policy has boen establiGhed to preclude the participation of non-governmental 

users. This policy will remain in effect unless or until ,.,.e can desigll D. method 

to exclude theso Homs .on non-public output reports. 'l'his policy is in 

conforrll~mce \'lith the rules and regulations promulgated by the I..c'1.wEnforccment 

Assis·ca.nee Admix).istl'ation in Wahington, D"IC"I 

The bUrdo1.'l. of disclosure for the othe.r data being stored \~ill continue to rest 

with the users of the system. Since this system rcpresont13 a complaint 

ga thcrinc itli"lction rather than a compluint hnndl:i.ng function" the Department's 

JJegnl COUlwel has adv:i.sed us Utat requests fo).' inforlllaticm can be reforrod 

EVOl'y user elf tho r.lystem Hill be required to abide by da.tu security measures 

esta.blished by the Dcp<'1.rtmrn~ of Consumer Affairs. The follO\·ring mea.sureD 

apply to both \lsors und tho progl'am office. 

All files and reports pertainj.ng to ihis system vlill be kept locb"d amt· 

seClu:'a "then not in UGe. 

• li'iles in Utle will be accessod by authorized personnel only • 

37 



, 

, 
/; ." 

Filet:; will be muinhtincd in un area \'/Hh controlled L1.cccmt1. 

• r":.l1'volopcs containing reports or documents will be stcl1l1ped "confident:iD.l" 

for mailing. 

Users will be monitored to assure their compliance with these l'3()lcurity mel1sU:r,'op .. 

In oi'der to prevont ulluuthorizcd access to the dutabasc, automated sactll'H;y 

measures vli11 be used~ In addition, the location of specific elata on the 

database \'Jill be kno\tm only to the·data processing personnel aosigned to the 

project~ t.l1o provide for the physical security of the data; a duplicate copy 

of tho da.t:a '".,il1 be made ".,eel<ly und stoJ:'ed in all off-site vault. All 

contractor~, of tho Department will be ,.~equiredto C!-bide by secUl~ity J:'cr.;\llatiol1H 

esw.blished by the D(1)artmcmt. These arrangements vlill be ma.de within the 

contractual agreement beh!een the contractor and Consumer Affairs. 

USb: OF COHP1J~t':FiH OU~l'PUT rUCltO:F'IIJH ---'" ----_.--

The planned approach of this system makes'use of C.O.H •. The vleekly/monthly .. 
reports of each user's own cases and the fj.ve-or .. more report vli1.1 bo 

dist!~ibutod on microi,'.:ieh:e. Readc~~l3 and reador/printers have been budf,oted 

for ill the approved grant ... 
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APPENDIX A 

u~s. Chambor of Commerce. 
Handbook on \~.hi to Coll~r Crime 

Inde>: 0 fi tems particula.rly l'elevan t. to the need for a 
stntewido informution-sharing.system. 

2. Pages 10· 

9, Jl'iua.n.cinl ,and Othel.' qonsoquG·nceo 

, 

- 4~1, 
I) 

An Inudequate ncsponse 

3. PugaE 25 - 33, Con.sumer Fraud, Illegal Compet:i.tion, 
Doceptive Practicos 

o 
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NATIONAL CHAMBER 
PANEL CRIME PREVENTION AND CONTROL 1973·1914 

; " I 
I I 

A~:.;:P_'O:-'. J. D. (Cf,al·,r.lan) 
nrl:d·o! 
GU:t~ah\CC )!:ltu~1 Lire Company , 
O::i3!l~. ~ebr.lSl¢~ GSI H 

DM:-':-'. Lt:,tcr. Jr. 
Prdlcn! ' 
Il!inot; St~te Char.lber o( Commerce 
(,h.ca;~, Iiiino:.s tjor,05 

Dt1\iO:-'. D3vid L. 
D: ... i.!i?:1 Ccnm! :-'!3nJcer·&t'IlI'it~· 

So:r\'il't:s 
Go~ld Inc,. &:curit), Systems 

Dilisif'n 
C!enland. Ohio H 110 

EnJ.El'. Ch311~s A. 
E~ecutl\'~ Di;~ctor. Office or 

F~d'lf3t~t:l\e ncl~Uuns 
~:ltiOD31 CQHr.I?fS' ConfHenCIl 
W:L'h:~~:~n. D. C. ~()i11!i 

CoorEn. ~I:I':': F. 
\'ke l're<>id,·nt. Public Re1Jtions 
~.li~cu rn.uran~c Companies 
&:attl~, W:L,hin!:to:l 9~1:!5 

CR!,UU:R. J. ShJII~ 
AHorec)' at L,,,,' 
!ol on'"nmrTY, ~I cCracken, Walker· 

&: Rh\lJ~3 • 
rhil3d~:i'hj3. Pennsyh"ni~ 19105 

It\Gt:. Ola( l! .. Jr. 
A~i~tJllt :;"'(Tet;u'Y 
F. W, WO(ll'.l"rth Company 
:\e"" Yaril, ~e .. • York 11»)7 

Hll.Lr.!\FI~\!\O, Pern:!J'd F. 
E't(utin Di!ector 
:\i\tlnnal ,\s.""dalioll of Counties 
W~r.in,ton. n. C. ~W.lli 

l\.\PL \:-'. S'J~ B.:>e 
AS.'~:;lOl \'j~~ Prtsi.lcnt 
COn.;1Jll:~r A!l:\i~. Puhlic Ikl3tion. 
rh~::I~~cutk~1 ~!anul~cturcrt 
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Foreword 

an il publication Orr white-collar crime issued in 1972 by the U.s. 
II At!ome~' (or IhtiSouthern' District of New York, a cleilo cnll (or aGtion 
WilS m.1fJe to the bu'sipl!sS :Ind pro(essionJI communily: • 

"The Americ.:Ji/1'/2ton0I11}' depends on trust ".tld sood (ilitn, Its future 
heallh nnd the trlora' climule o( the n.1I;0(1 depend on th·'! 3ltitudes of 
honest businessmentowilrd those who violJte st3ndJrd~ o( conduct. 
Prompt onde(feclive 5\epS can do much to reduce white·collar crime. 
Le;tving it to ()lhll'rs ilnd turning onC's back will only encourage its 
sprcilcl." 

For its purt the Natlonil! Chamber is not 'about to turn 11$ b:Jc.k on the 
problem ctnd hus no intention of leuving the job of coCmblltins white-T,\\IM. Quinn 

Executive Dir,~ctor 
• . IlItcrnnlional As.~Qcl3ti.)O cl (,hld~ . 

or Pulice 
El~"cn Flr3tfldd l\ond' 
C3ith~rsbur~. :'-lnrylun,J 20iGIl 

i c.ollur o((cns!Js solely to others. As 0 (Onerete ('xprc~sion of this inlcn· 
• ; II ~Jon, these puges outline 0 general str;l!euy ilS well as ~p('ci(ic mCl:lSUrC$ 

"'by which those in business ilnd the pro{cs,sions Ciln toke "prompt ilnd 
I ' .. effective sleps" ilC<lin5t white-collor crime. 
• This Handbook is published because of our conviction Ihol the '/:I~t 

. I" :. I~iljqrlty of men "nd "V.o'men in bllsinl!ss an,~1 the 'pro{tmions lire (,thic::lf, 
".: :Ii wcll.iintcntioncd,. <locfdcsirolls of doing business throllf~h conduct lhi\t 

, ':;. ';'1 II(i::;i~ bJre~~~:~~7~t~:~;y'\~~~;l~S~ :~h~' r~c~~~~~d~~li~~~a~)~J~~~~\.~~!O~~ ~~ 
-,\ 1 ,j: eHeG/tive unless there are community le"ders, with on undcrstJnding of 

A, ~1. I'ull~n & Cohlpnny 
Gr~n~hQro, ~t)rlh C~rt)lin:l 21-102 

'. hOWl to implement them. ' .' 
Many hilve cooperil/cd in the preplIr"tion o( this publication. We 

are p,,"tieulady gr~lcfu! to tho Niltionil! District AHorneys' t\s$()cia:ion, 
its presicicnt, nod 'lhe pJrticip'H1ts in its innov~tivc Ecol1Omic; Crime 

;~. Project. The Project Dis IhWilting promising progr.1ms. in many arcos 

" 

O'~E,\L, F.,'erdt 
l're$id\'nt 
O'~~al T:rc COmj13ny 
KaD!\.'l..~ Cil)', ~li..'.:louri 6tl:l7 

PCT&M. (j~orJtc II. 
Pwi.lcnt 
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Aur~r3. liIint'is tjQ50G 

Po~n:t\l,I:,\l'. Donald D. 
l'oHee (:(\mmi:<.~ioncr 
Cil)' 01 U"ltilllore' 

, Baltimore. :lllIfyland :l1:l0:l 
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Coordin:ltpr 
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IndiaOl'\p.:llt~. Indiana {\iZ2G 

C:\ 

RECTOil. ~Ii\ton O. 
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~ ational CO\lDcil 011 Crime and 

Delir.qucncy . 
lL1eite\1..':Ick. :\0'11 Jersey 01001 

,11 
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Pre~ldcnt '. l n. :-.:. WC$l ,r. AMQciat~1; •. 
Datl.\~, TC~M i52'17,r . 
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" covered by these pages and is funded by the L3W Enforcement Assistance 
" ! Administr.Hion, which has <11so' supported other efforts diie(.'~d against 

, .' white-collu criminllls. 
, J ',;. White-coliar crime is, indeed, everY9nc's problem. It enn be every .. 
.~ - one's loss. To combat iI, thc rtilnc/l)Ook prcsents II positive. sclf-h<!lp 
l~,,-,. approo,ch that seeks to mobilize the. business and professional commu:, 

'-,; nily <IS the first lin~ of defense. Such all ilpprooch CilO be PMliculilriy . 
effective when dovetoiJe~ with the efforts of In~ cnfore-emenl. Hope·' 
fully, these pages ihdicatc how this C31l be accomplished to the oenefit 
of nil concerned. 

'. '. Ardi N, rfCiollr ,/ 
E~cc~tivc Vice P(csjd~nt 0 

ChOiinbcr of· CommerCe o( the Untti:d Sioltcs . t' ',' ,r: 
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• How to -use the 'handbook 

.. 

S cfil\l.'led ilcross an bfficial poster warning bu~i~essmen and govern-
ment employees that bribery is a crime are the added words, "1 t's , 

only a crime when you get caught." This too-prevalent attitude, among' 
man;, other contributing factors, helps explain why white-collar crime is 
regarded by many faw enforcement officials as the fastest growing 'sector 
oi crime.-

This is not to imply that most of those in busir}ess, industry, and the 
proiessions <:Ire unethical or dishonest. The opposite is 'true, although 
too many are "sharp," blatantly unethical, or just plain crooked. But 
n;ore is required than a preponder,mce of honest men and women; 
they must take positive action, not sit passively on the sidelines. Unfor
tunately, honest executives af"!d professionals are often asleep at the 
switch. How else c;tn one explain this statement by a prosecutor: 

"Let there be no mistake about itt there is .extensive crime in the 
business world. Our of(jcc currently is prosecuting scores of cases 
involving the payment of bribes, securities abuses, tax (r.lUds, ilnd 
numerous other violations. Virtually every single one of these cases 
was developed without 'any cooperation (rom the business community, 
In (act, most of these ca.ses came about because of a look-the-other-way 
attitude bi' bU5i,:,essmen who could have prevented the crimes from 
ever happening in the first place. I

' 

The central 'purpose of this publication is to indicate how those in ' 
business, industry, and the professions can help prevent sych crimes 
"from ever happening in the first place," These pages are not "for 
show" but for (ollo' .... ·up action. 

To facilitate its usage as an action-oriented document, the Handbook 
is purposel)' compact and condenses into a few chapters (1) salient 
points that emer~cd during the course of dozens of coast-to'COilst 
interviews with those in business, the professions, and law enforcement 
and (2) major findings, recom'nendations, and observations contained 
in several hundred. pre\'iously published articles, reports;' hearings, 
and books. 

Nonetheless, the approaches and recommel1dations outlined herein 
to combat white-co'llar crime do not pretend tOf,be all-embracing, Rather, 
they ,He Import.:nt illustrations of the type ot' thinking and kinds of 
measU!cs that readers can adopt, build upon, and mold to fit the· 
special needs and problems of their occupations. Worthy of note at 
this point is that these recommendations are frequently nothing more 
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. tha~ to:d'man,gemen,perse a~d can pa~ ~~ 'even lie ab~ence of. 
, white-collar crime. Methods, procedures, policies, and controls arc 

emphasized-measures whose implementation requires more in the 
Wily of willpower than manpower and expensive hardware. ' 

The Handbook ,is organized in il way conducive to sound decision
making. Chapter II defines the overill!' problem:· whJt is white·collJr 
crime? what lire its consequences-financial and otherwise? and why 
have traditional responses to the problem proved inadequate? ,With a 
dearer perception 0'( the bro<ld dimensions and r.:lmi(lCLltions of whilE:!
collar crime, the re;{der is in a better position to judge for himseli the 
need for, and significance of, the remedial action proposed on 
subsequent pages. '., 

Ch<lpter III (ol=uses on nine cJtegories of white·collar crime 'and, (or 
. each offense, (1) explores many of the schemes and methods USE:d oV 
, ~erpetrJtors of the crime, (2) indicates some of the earl~' wilrnir.g slcinal~ 

trequently Jssociated with itt and (3) refers readers to likelv sources or 
assistance, such as law enforcement agencies nod certain pri~'atJ or"il'ni
zations. Also, for each offense the reader is referred tOI su'b~e(~uent 
pages which describe specific countermea$ur~s. 

ChJpler IV, in additiGn to highfightiQg Col uses of white-collar crime, 
reviews various policies and preventive procedures that appl}' to all, 
9,r at least to several, of the nine crime categorieS-in contrast to 
Chapter V, which presents vari'ous sets of tailor-made coumermeasures, 
each set ke}~ed to a specific white-collar offense., The iinal chJptei 
supplies examples of how white-collar crime can be, and .is beins. 
combated through 'collective action by business. 

To illustra,te how the rColder might userhis publication, let us assume 
he is desirous of shoring up hi~ company's defenses <lgains! embezzle
ment. Upon locating the discussion qf embezzlement in Ch.1pt('::rllJ. 
he notes typical methods by which the crime is exec*uled and cetermines 
the likelihood~of whether such techniques could be successfully em
ployed against" his business, given existing controls; he dl!termines .if 
any of the listed tip-ofis commonly associated with embcz:demcot are 

. present; he is referred to subsequent pages where countermeasures are 
outlined and decides whether his procedures should be ti~hte:1ed from 
either a prevention or detection standpoint; finally, he is advised of 
sources of law enforcement assistance. 
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• . The problem and its impact 

"7"00 few b'J5:nesses and professions arc squarely (acing the p'roblcm of 
i \')h ite-co !Jar , crim!? This is also true of many law enforcement 

ag'!:lcies. aithough heightened attention to sur.cr. a(i~nse5 seems to be a 
ra;:;id:y dev'.llor>i:1.~ trend. A principal reclson why white-collar off-cnses 
a-a o:~en h::mc\ecl in an overly delk:ate m~nncr is an insufficient under
sta"lding of .,. .. hat white-collar crime is, what its consequences are, and 
Wht the tr<loitionai response to the problem is inappropriate. 

o • 

What is white-collar crime? 
Thoe definition of "white-coliar crime" is not purely an academic matter 

. bu~. ;)$. r:o:ed la~'~r, has a very significant bearing on hoW best to combat, 
t:'e of-;~,.se. White-collar crimes are iticgalacts chMilcteriz:ed by guile, 
dr;'c('j~. afld :::oncealment·-and are not dependent upon the application 
of p'~,:,sicn\ force or violence or threats thereof. They 'may be committed 

" by i.::d;vidua!s ar.!ins independently. or by those who ilrc part of a well
p!ar.:1~c co::',splmcy. The objectiv7 may be to' obtain money, prop~rty, 
or sei'\'ic~s; to avoid the payment or loss of money, prop~rty, or services; 
or ~o ~ecure bu:;inl~ss or p~rscnill advantase.· . 

By ccsGib:rg wnite-collM crime as "illegal acts."'this definition avoids 
the ir:1pl:0.l:inn tbt only criminal proceedings a~d silnc~ions shol),ld be 
dir'2::leo at such offenses. As noted later, civil proceedings and remedies 
can be equJity, it not mo~e, effective. 

I\:;d by fo~usin5 on the nil.ture of the violation. rather than on the 
na:ure of ~he '.'ioin:or, thi~ definition of white-collar crime is consider-
2-Dl}' more encompassing thlln the traditional one, which tends to 
corCCrHrate exdusive!y on top manilgement and "crime in the executive 
suj~e." As NH! o::'s'?.l'ver cor.;mcnls, "Whilt:!.'collnr crime is democratic. It 
Cil(1 be committed b\' a bank tell~r or the 'head of his institution. : •• The :. 

. chnrilcter of white-colicH crime must be found in its modi operandi and 
its objectives {"atl in the nature of the offenders.'l, if • 

Looked at in ~his light, embezzlement of $100,000 by ~. "white-coIlar" 
vlc:e p~esic!ent who manipulated accounts payable records is nof sub
s~(!nti\,'eiy diffel'.er.t from the pilferage of $100,000 wor.th of merchandise 
by a "blue-coltar" warehouse c1c.rk who tried to cover up by falsifying 

• Tht!. cClI\cept cr whitc..o:ollar criMe desc:rib(!iLherc Is b3~cd OIl, and closely parallels, the 
c~':nltion in 11:e N~!t!'~. Irr-PlCI and P,os~culjon· ,pi WoiIle·Co/tar Crime, Wllttcn by Herbert 
Erl~:~~It.t (or th~ law Enforcement Assistance "'dminhlr~tion, Oepartmclit of Jusllce. 
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.', " inventory records or' engaging in other {or;l''' of cc-:cca:m~~;, ":~ to .. 

. same can be said tlbout the offense co'mmittec bYf)thc hOU~C\'.l!C .... ~,:.l c 

:/.' fruudulently tries to usc someone else's credit card-or :lbout \h~ VOJn:

(;. "phone, phreak" who is guilty of totlfraud b~' utilizing a "blue'''box~ 
in a phone booth to bypass the telephone comp;l\,\Y's billing mceh,mism 
while he places" $1,000 "round-thc-wor:d ('.111 to the ndjoining booth. 

Obviously, whut this is leading up to is not justiriciltionof white-collar 
crime at the executive level on the grounds that others also eng:l.ge 
in the same type of offense. Ri1ther, the point is that 'hn eyes-open 
approach to white-collM ctime docs not limit its focus to the executive 
suite but i~ g.eared to counteract white-collu illcgaliti~s Qriginati.rts, !rorn 
a wide range of sources. within and outside of the org.mizi1!iofl.' 

For example, white collar crimc clln b(~ co%)rr~itted by. "~nd ~rpetrated 
agi'linst, ('l) corporations, partnerships, prdfcssional firms, nonprofit 
organiz<1tions, lind governmentnl units and.;pr (2) their cxec(Hive~, prin· 
cip<lls, and employce~ as well <1S such "out$iders" ~s customers;' clients, 
suppliers lind other orgnnizations or individuals." FaHure to review and, 
evaluate this range of possibilitics is libly to result i~ countermeasures 
about as effective as baseball players whose manaser has trained them 0 

to cover all bases except home plate. 

Financial and other consequences 
White-cellar crime not only results in nn immediate and direct financi'l\ 
impact bwt nlso, and even more important, generates non (i'1.mcia I arid 
long-term consequences, Careful consideration of these effect; will help 
demonstrate that, the response to White-collM illegalities should be 
considernbly more thiln writing them off as just another 'cost of doins 
business, . 

How much does il. cost? 
Althoughwhtte-col!ar crimes. if and when detr:c.tcd, are '-arrl()n7g-'lffe 
most undcrrepQrted 'Ji(enses, a reasonable ilpproximation of their' 
economic impi1ct h postible. One way to assess the financial conse· 
quetlces is to reilect upon th<! implications of the (ollowing:, 
1. The yearl,Y co'st of en,beiiiemelit and Pilferi1gc reportediy e:<c;eecs by 

sC!veral billion dollars the losses sustained throughout the natlon from 
burglary and robbery.. ' 

2. Frilud was a miljor contributing factor in the forced dosin's of about 
100 banks during a 20-year period. 

3. An ,insurilnce compciny reported that at least 30 percent of all 
business fjlilures ea.ch year a.rc thc result of emoloyee dishonesty. 

'\} 
• This pu!lli~ation ,rc~lrlcIS its (ov~r~&~ 10 those w!'i!c·co!l3r climes Qlfectcd ~I. or comrnil:~d 
by or within, bU'!MS!. induslty, ;tnd the profeSSIons, for c~Jmph:, ('mbcllicment owmi"s 
within ~ union or SOVl!lnmel)t ar,en'y is outsld<! thc scope ot Ihe Handbook. But st>lichl,,& 
bribes Crom business, by soycmmenl ~mploy~es or unil?J'). offici~Is-~lId o((erins.brib(:s 10 Ihem 
by buslncssJl1en-arc 'blf(cnscs dlSCU!!,ed,.l:lnsub~eG\ltnqja&es. . ... 

4 

.. 



. ' 

4. The OlnnuaJ bill (or illl purchases b~ a state is said to have dropped 
an estimated 40 percent (ollowing 'exposure ilnd prosecution of 
.businesl'mon and government oHicia/s for briber·' and kickbacks. 

S. Dishonesty by" corporate executives and employees hilS increased 
the rel,1iJ cost of some merchandise by up to 15 percent and, in 
the case ,·of one company, caused shareholders to suffer a papel' 
loss ofS300'million within just a few days. 

6. Resti(ulion in the ilmount of S6%,OOO was obtained by a"state .for 
its residents who were victims of a single consumer fraud scheme 
which operated niltionwide. , 

7. Distribution of untaxed bootleg cigarettes throughout one eastern 
state during il recent six·year period resulted in a loss of 5384-million 
in stilte and local 'revenue and in a loss of about S2·billion in gross 
sales to the legitimate cigarette industry. During the IJst four months 
of 1971, over 100 cigarette retailers went out of business because 
their customers preferred the cut-rate, untJxed cigarettes peddled 
b~' compethors. This problem exists; to some extent, in 36 other 
states. 

8. Internal dishonesty, in addition to the adverse e((ect on profits 
represented by the amount of the pilferage or embezzlement, may 
result in costs associated with the loss of one or more trained em
ployees; the training of replilcements; higher insurJnce rates andlor 
dcduetib/es; reconstruction of destroyed, stolen, or <lltered records; 
cont.:lmi,nntion of other employees who pick up where the appre~' 
hended thid reft off; and lowered productivity when honest <lnd ~ 
"'.:llued employees (eer they are under suspicion. ( 

As for a total dollJr iiHure for those white-collur crimes falling within )' 
the scope of the I-lilndbcok (as noted e<lrlier, some offenses arC not 
covered herein), the "baH-p.:lrk" figure for the s!1ort-term and direct" 
dollar loss is estimated at not less thiln S40-billion annually, which 
e,\cfucJes the cost to the public and business of price-iixing illeg.:llities 
i:\nd induSlr!ill csrionilgc (s.1tisf<lClory mcnsures o( these offenses were 
not foundl. The accomp.lnying chart presents more details. , 

The "not less than S4o~billion" .:!stimate docs not pretend to be the 
result of j) rigorous, statistie.llly vnlid survey and should not be regarded 
as "the cost of white-coHar crime." No one has ever' really computed 
even a reasonably accurate figure. The estimate cited here is bused on 
(1) previous estimilles by responsible alJthorities (even their figures 
(or a' given kind of crime: mJY differ by many billions), (2) inferences 
drawn (rom reasonably <lccu'rale loss ratios, and (3) the evaluation and. 
adju~tment of (1) and (2) in the light of research for this Handbook. 

Our estimate is presented to demonstra Ie only, th<lt the short-term 
dollar impact (\\hatcller the amount might be) of. ·white-collar crime 
is enormous, ccrt;)inly not less than S40-billiqn pcr year, 
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'THE ANNUAL COST OF SOME WHITE-COLLAR CRIMES-
• (Dillions o( Dolt~'s) 

Bilnkruptcy Frilud 
Bribery, Kickbacks; and Payoffs 
Computer-Related Crime 
Coti$umcr Frilud, Illegal Competition/ 

Deccptivg .Prilcticcs· to 

Consumer victims: 
Business victims: 
Government revenue loss: 

Credit Card and Check Fraud 
Credit· Card: 
Check: " 

, Embezzlement and Pilferage 
Embezzlement 

(cash, goods, services): 
Pilferage: ' 

Insurnncc Fr<lUd 
Insurer victims: 
Policyholder victims: 

Receiving Stolen Property 
Securities Thefts and Frauds 

S 5.5 
S 3.5 
$12,0 

S 0.1 
S 1.0 

S 3.0 . 
S 4.0 

S 1.5 
$ O.S 

. $ 0.08 
3.00 
0.10 

21.C-O 

1.10 

3.50 
4.00 

1'1 
TOTAL (billions) 541.78·'· 

, , ----
• The doltJr ~mountS pcrt~in only to Ih3t aspect of each listed crime which 
Is direcled ~t, 01' committed by or Within, buslncH, Ind'Jstl)" and the 
proics\ions •. Th~se estimates do not include Ihe (ost invo:\'cd in combating 
whltc·coll~r crimi!. 
•• Estimates r!.'laled to prlce·fixlng .,nd in</umlal cspionJt:1l ~re not Inc!uded. 
"monr, the schemes or rwcticcs InJI victim ill! ethlc~lIy tun busin~lIes are 
the (Clllo\\'lo!:~ adv~ncq icc, rounterieit products, iIIc~JI hirin;; 01 aliens, 
swac:theart cOnlrJelS, ele. The figure ior Cuvcrnment r~vl!nuc Ic,u r~:crs to 
busincss.rl!l~lcd tJ~ fraud, \\'hieh h~s bc:r.n rcpolI~d JS rcIJ\i.'.ly illC'(Jlent 

• ~monb the: self·cmployed (.::spociJlly In Ihe medic~I, ICSJI, and ~".,unt,no 
pro(cssiom). • 
••• This total is more than Ihe S~O·billion referred ,10 in the tc~t bcc~use the 
listed (limc c,'te~ories are nol nc(cssJrily mutu~lly exclusi\'c. for. eXJmple, 
a porI ion 0; the embcz~lernenl (Isure is ~hom.lurl of ~hQ estimate for 
compulcr-rc!Jled crime. , 

Other consequences nnd"implications ' 
Although the direct, short-term dollar cost' of white-collar crime is 0: 
gre<lt importance, the long-term and/or nonfinancial conse9uenccs ilre 
even more serious. . 

For example, although the commission o( white-c()lIar 'crime is not 
dependent on violence or {()ree, the risk, threat, or occurrence 0,' 
physical injury or psycholoiglcal trauma can be a consequenr.e. A ta,sk 
force of a Presidential Commission concluded as foiloW5: 1'Deiltn. or 
serious injury may ~e$u/t (rom tainted products merchandised in.v:o!atlcn 
0(" •• health laws, ,"1';, (rom misconduct by doctors. Building coce , '--). 
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violations :nny c<:use fire or serious hoalth hazards. Although or~enses 
;:1'.'o:\,;:1g ·~tlch risks constitute a srrinll proportion of the total nmollnt 
of whit'2-co!lu crime, thE! potential number of victims of such conduct 
mav b~ vor'l hiSh.'c " 

So;'t.~ !O:t11S of whhe-cO!lilT crime cOl1tr/butc :0 the existence, severity, 
or profitahility of other forms of crimina' activity. The sam7 task (or.ce 
naIad above snid that derelictions by corporations and their mn~agers 
"le:1d to erod!.! :he moral bilse of law and provide (In opportunity for 
ot:~cr kinds of bfience,fs .to ratiOl1ali7.c their misconduct," As a case in 
pair/t, the :.1$:": force cited testimony indicating that on: moti\'p, for the 
\\'a(l:; r;o~ was "retribution on merchants who were gudty of consumer 
e'(;:-loit.1t!o:1:', . 

In'i'iJ!3. <In :n(o~:nant told tna SemIte Subcommitt~e on Inv~sti-
gat'o:"ls <lOOllt e'1mmously pro(jt~ble-and iIIeg;'ll-scc~rities triln~actlons 
he h!ld ccnd'Jc!I!O (or organized cri,me figures with the knowm~ and 
i!"!r::s:)'.:r:~.1ble p<:rticipation of some members of the securities industry 
and fi:1.lnd\1! community. The informant prOVided many exa,p1ples to 
dd'.c noma his rn~in thp.sis: ", • , , am trying to show you some hi.sh
':"·r.' t 01' .i", :0' O'Vcn1ent of organized crime and white-collar cpme 
.. ~ t .. _ _.,_" 10 , 

a:;d :hcir co!lu~:OI1; for the orgnnized crime clements could not function 
\" .. i~hout the he:p of commercial banks and stock brokers in the United 
S~.::!:!:iS and their counterpnrts overseas," . • 

And too f";"IL1ny businc$smen nrc supnorting ilnd encouraging a vanc.ty 
of crimc~ llgainst pro~erW, The los Angeles District Attorney, in his 
1973 ~{!stimony hefore the senate Select Commitlee on Small Business, 
de5crir.es the sit\latidl'l this \'/ay: . 

"i'nr::! t!--i<;:\,es .• , felt completely sa(e in muking an offer to iln 
apo:!Tenlly iesitim«te store, In our investigations, this Llsp,ect has become 
ver\' c:~u, Too m.lny tegttimatc buslnessmcnare willing to buy hot 
me~d1(!r1dise. it it <tssures. them of «'higher profit. ... It is impossible 
~o belit'\'Cl tr.ilt busino:!s~m~n do not know that they ure supporting Ila 

mul!in'liiHori-uoll.1r. iIIcg;{irn<lte industry. When il busincssmlln bwis 
IT'''2at or IiquQr •. or clothes. or office. eqtJipment and pilyS for it in 
c.1sh :0 set a sood price-h~ knows thot the merchandise is hot. Yet,. 
fC!1ces <lnd ultimately burglMs depend on the businlmm<tn who is 
successful erlOt,lgb to put cOlsh out in front (or such tl. dpal!' 

C, A ma;or long-term impact o( white-collilr crime is loss of public 
confiC!t,):~c!! in business, industry, LInd the professions ilnd debasement 
0: ccmpe:Won. Thred' diiicrent survt:!ys, for example, have Indicated 
that p:Jb!ic estep-m for bu~iness, its pructlces, and its leadership is at an 
all time low, This prompted the president. of one survey orgnnizatiofl 
to comment, "The first {remediall step is to be sure that business' house 
is in order:' I 

Consumer fraud, according to one study/has resulted In a "lingering 
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frustrtltbn by market consumers who/ alt-hough they (cel chc~lcd, arc 
. convinced lhtlt justice is [not anJ Olv:lilLlble mcch;mism to reJress tr!!ir 

, . gricvil-nces because thE) cost and time nrc toO great. Th~ econo:ny st:fi~rs 
,likewise becuus~ business ethics decline, froludulent ilr:d dishonest 
tclclid <lre Viewed ilS incicients of dOing business, ilnd new .entrolnts to 

.. a m\lrkcl o((crin~ honest comj)ctition arehOlmpcied by deceptive prllc
tices perpetrated bv tneif comj)l'!titors." (/ 

In ilddition to dC'bJ$ing competition, insensitivity to ethical ptllctices 
h,j~. in some in~lt1rtccs. rclardcel economic growth. In one slate where" 
pil.yofi~ t~l government oitkials were cx;">cctcd. many companies rdlJsed . 
to conduct bU$iness there, This led il. ncw:;p;!p£!r to comment editcriilli),. '., 
"In the midst or so much talk "bOllt changin::; the 'imilg~" [of the 
.stt1tel <lnd improving the eCI)r1Omy through industrinl growth, tHere 
cOlild be no healthi!!r approil.ch than J cleJr dcmonstrlltion 0:1 th~ pJrt 
of the stilte's political leJdership that it is determined to' ha\'e decent 
got,'ernmcn V' 

Onu of the more fr~quent "fumn"ths of lost cot'li,clence in ousinass 
and debasement oi comnl!tition is pressure for new legis/.itian or regu'~, 
tions in the ab$(mcc o( corrective Jclion b}' the private sc'ctor. In cori~ 
ncctiol1 with securitits thefts lind (rJud, u member of tnc Sen~~e 

.) Permanent ,Subcommittee on Investigations warned, "If .lS the result of 
these heilrings the iinJncial community stH! refuses to tJoke defini~j\'e 
ilCtiol'l to clean hou$e. then .1S il legis/lIlor I intend to sock C~'cry ill/CnUe , 
t)f redress through the regul<ltory process to see to it tholt corrective 
steps ure t"kcn ....... and t.:lkun soon; .•• It is our dut}' to enCOuraf;':2 and 
to do everything we can to hilve fimmciIJI institutions do this on their 
OWI1. If they won't, we ilrc going to legislate, .•• This is now the 
second wrlrning \V~ hilve given .•• aod We mean bu~jness now." 

Oi course • .l11 tooonen business oocs notttikc the initiative and the "I 

rcsuit,1nt lcgisl<ltion lind reguliltions silddle manilRers with i1 filr moce 
rigid an.cl.cumbcrsome set of req\liremcn:~ than probilbly \vould have. 
been if'iifcasc ii iildustr~' had (<lced the problem squarely .:!nc instiMed 

. appropriate ·<tctTon itself, 
Sud'\. legislation is just t.'me illustriltion of how wnite-coH,H crime 

'can rcsult in whJt· one obs\~r\'er describes as "grctl~(!r inconvenience 
in effc:=ting purcnJscs ilnd n~!lotiilting contracts, and carrying out rwn'1f 
prevk,usly hi1d been\ Sitnp!~\ business transactions bccLluse of the 
A\~~iJrQness, of fr\lud LInd d,lngcrpf duplicity." Un(or~un.1tc!y, as iI resul: 
of such il brcJkdo\\'(I of truse thb innocerlt often su(ier becnuse of 'lh!1 " 
transgressions of the guilty. In onc'counly, for example, the prosecuting 
attorney h,lS, in d(cct. banned door·ta-door salesmen bec~us~ g~. 
numerous verified abuses, ihis policy is supported by local Mcrchant§:"\ 
W!10 i':!,~JtifialJly (eJr that the unethiFaf. tilcticsCof many of {hc~e SaleSrTlCi1" ;' 
wouid ~osctminc public. trust in local busincs$ and' that ,frJudul~nt 
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representJtions wo.uld erode ,local' sales and market shnre. Ethical 
compilOies; employing honest door-to-door representatives now have a 
much harder; if not impossible, row to hoe in that countv. 

Olhef busiMSS trans~ctlons threatened with IIgrente~ inconvenience" 
beciluse of "the aWilrenp.S5 oJ fr,1ud and danger of duplicity" include 
those which reI,' on the holder-in-due-course doctrine. I f, for eXilmple, 
a finnnce compnny purchLlsed an instililment contrnct (nnd thus the 
tight to collccl the installment pLlyments) from il home repair (jrm whi,ch 
inlti.ll1y negotiilterJ the installment ngreement with a homeowner who 
wJnled to sprcLld out his pnymcnts (or needed roof t'epairs, the finance 
compJnY-ilS il holder in due coUrse-would hLlve the right to collect 
all remaining instilllments due from the hom~owner even though the 
roof repLlirs were ncver done or improperly dOlle, In oversimplified 

'rerms, the holdcr-in·t.lu-=:coursc doctdne cLln enLlble the home rcpLlir I. 

arm to g~t pilicl for LI fraud by selling the il)stnllment agreement to the 
. fin.mea company, and enables the financc company to collect from 

the homeowner, \\,ho is told thilt any problem or nrgumcnt he hilS ... 
must be settled between him and the home repair outfit. which would 
involve costly IiligOllion, if, indeed. the firm could still be located. 

• The villain is not the holder-in-due-course doctrine. It helps assure the 
a·{"i!ability of rCOldy sources of finilncing to milny bUsinesses, which iIi 
turn are thereb,!, 'belter ,;I)~Je, to gr.1nt credit to their customers. As 
applied to ethical businesses, the doclrine is a boon to all concerned. 
But because sO.me firms are using it as a key element in schemes to 
dcfrLlud consumers, more ilnd mOre legisliition and court decisions me 
teMing down the barrier thilt hitherto has insulated the finance company 
from the homeowner's complaints nnd claims ilr,ainst the home repair 
firm. The net result is that even ethicnl and responsible compi:lnies arc 
experiencing "greater inconvenience" in eifecting hitherto simple busi
ness transilctions "because of the ilwareness of fraud and dnnger of 
dupHd1r·" " . 

Reffcetlol' on thc llbove exan,ples or the loss tilnslble and long-term 
con5equences oi white-collar crime leilds to two' rnajor conclusions: 
1. To comb~t white-collar crime is not merely a matter of. ethically 

operated businesses continuing to operate that WiJ,y. They must lIlso 
t.:!ke steps to weed out the irresponsible within their industry or' 
profeSSion, ior the backlash created by illeS.llities of others is bound 
to affect even the most scrupulously run enterprise. 

2. To (ace the issue of while-collar crime is to heed the words of a .. 
judge who hild jlJ.~i tried a 'particularly significnnt case involving a 
white-collar offen'sc: "This is a shocking indictment of a vast section 
of our economy, for what is really at stake here is the survival of 
the kind of economy under which America has srown to greatness, 0 

the· free enterprise system." 
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An inadequate response 
Despite the emergence of manY bright spots indicative of changing 
lIttitudes, the (ollowins responses to white-collar crime are still much 
too prevalent: accept it stoically as an unavoidable cost" of doing 
business; 'ilticlnnli7.e failure to attack industry\vide problems on the 
grounds thnt this is the job of law enforcement; mOlintOlin the view 
thilt "If it wem wrong, there would be n Iilw against it";. antf;c;1eiuse to 
ndmlt the problem even though no one hns ever looked very hard. 

Such n lukewarm sct of responses nns been motivated. &it le~st in 
part, by (enr thnt n more nctive \lnd overt rCOletion to \.,.hi:e-coHar crime 
would result in unfavornble publicity, legislative and regulatory ·res:ri.c
tions, numerolls lilw suits, nnel addition.ll expenses. But nil this If' .. s 
occurred despite the low-keyed response and probLlb!y hilS been much 
rnore severe, both qual)titatively .lnd qU.llitntively, thiln whnt w~:)U:C1 
have resulted if businessil industry, and the professions hild been viel' .... eci 
by legislators. the public, .lnel the cOllrts ilS hilvir.S fac~d the iss~e 
squarely throuHh the implementation of i?ppropriatc! polici~s and I 

countermec1sures. 
Bilsicillly, the real question to b... sl~ttled is whether business (1) 

wants to benr thfl. cost of subsidizins white-cbllar crime by trenting it 
with kid gloves br (2) wnnts to invest in a gloves-off strateg~' whkh. 
although not without cost, promises to earn n much higher return OVi!f 

. the Ions run. The first approach tolerntes \Vhi~~-colliJ,r crime. places 
the problem ,11 the doorsteps o( Ju\V enforcement asencies ilnd legis
I.ltl/I'es,. nnd "9dicntes responsibility. for self-resuliltion. The second 

. striltt:.'SY ICi:ld~ 10 the development of aggressive policies,o:!nd procedures 
thi:lt (1) unticipntc and combil! whilla-c;ollar crime within .In)' given 
bu~iness; (2) weed out. through colleclive action, rnobfems common to 
nn ind'ustry or ptofcsst'onj lind (3) iorge cooperative relationships with 
Inw enforcement ngcncies; 

For its pilrt, law enforcement is givinS every sisn oi il'[Cf~il~ing its 
'eHorts lIsail1st white-collar crime. Indicath1e of (eder",1 policy is this 
stiltem!'lnt in the Attorney General's First Annual Report: "The Feder;!.1 

,Government is committed to efforts to protect Americ.:ln consumers 
lind businesses from the ravo:!ging effects of 'white collar cTimet'" The " 
FBI, (or example,' recently nimounced intensiiied Investigative activity 
in' this nren. 

Among the sl;rte-l~~'el ngeneies giving heightened attention to white
collar crime is the S'frateslc Investisatiorls Bureau of ti'J(: Florida Depart
ment of Law Eniorccment. One of the Bure~u's objoctives is to 3b.o~t 
(raud beFore the full effect of the crime is felt or even before the scheme 
is put Into operatioD. The emphasis is, on prevention, not rea(~'tion niter 
the fact. ReceiVing funds from the Law ~n(orcement Assistanc~ Admin
is.tration (LEAA); Ire Bureau is geared to uncover '\and probei\\ hints "o! 
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(r1!~ci. a~d ~o <!t:ocate the substantial amounts of manpower, monc~, :lnd 
,: so of'en r':!quired to piece together the elements of sU,sPIClb:JS 
~::~rrencc~ to de:!termine whether a !r<lv,d !5 irde:d plann~d or, In 

progress. a:1o. if so, how it operil\CS and who the principals .~md Intended 

victims arc. . I' h 
A: the iOCJt ievd, the Natioral District Attorneys Assoc atlon as 

undertakeI': n niltionwidc demonstration project :unded ~y LEA" and 
d:rectca b ... the Economic Crime Project Center In Wa5hlnF;ton: D. C, 
The:! ofiicc$ oi 15 cistrict attorneys arc committed to ~eveloPIn? the 
or~a:1izJtion and techniques to pro~ecute economic crimes havt~~ a 
m~jor b~Jct 0:1 the public. Priorities include all types. of mer71~a~dlslng 
iriluds: ;lu:e and :1'l;tjor ilppliance repair swindle'S;' crimes iHlSlng f~om 
the e:w~~' crisis; housing <lnd land deve,lopn,1an~ frauds; and he,..I:.h, ' .. 
weliarc, and m~dical frauds. Also, attentlo~ IS directed. at compu~_r- , 
re:a,ed cr:mc and problems associated With IntrodUCing .compu,er
ge:1erilteo cilta as evicle:1C(~ in court' proceedings, A forth~omll1g manual 
wi!t oecum':!nt procedures, techniques. and model statu :es. , 

AC:cJi::~ to the interest of investigators arid prosecutors ~~ whlt.e-collar 
,crim~ is ~the reaiizol\ion thilt investigation of o~e su~h o,nense IS ofle~ 
tied to. \lne car: h~lp solve. other ctimes, ,\n tnvestlgutlon or a cr~dlt 
c~rd irJuQ, (or example, could leat! to the a~rest of not only the ,,~m-

.J·'I" po~~ ... ~~or of the cilrd but also a pickpocket, burglar. c. ,~o 
n'''(.Olu ~ ,,,-_. " d ( . dl 
thief, or f~nce. Arrests in connection with an i\ Vilnce ee .S\vI~ e 
(ft'es are :'.I.lid for ioans thnt do not milt~rialize) may laad to the dlsco\e~y 
" • th,. ~~sets ot th n "Iandin!' com puny" are really stolen, counterfclt, ,na. ~ u_ I ~ <:1 'v d' h t 
or bog'Js' seC\Jritir~s, which m:ght be tl'aced ba~k to a f?nce, a IS ~nes 
broker's e:np1o)'!!c. or a number of other criminals or "Iegill.operl\t~ons, 
Also. law enforcement oiiicials C,ln be' expected to bcc;omc: In.cr.e~sln~ty • 
at:entiv(' to white-collar crime when the benchmark tndlcilt~e of 
irwestisativc und prosecutive skill is sel'm as not. so much the su('~essful 
robbcr~' or murder investigation ilnd ,prosecution ~ut th~ lIr!est and 
conviction of those involved in intricate and compltcilted while-collar 

schemes. 
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Common s'chemes ,and how to spot them 

Ii Ithough the health of the economy, as well as lhat of any give 
f"'~ bu'siness, 'depends on trust and good (aith, this is not to say tlla 
I"otential abusers of those necessClrY ingredients should be handed
blilr:k check. There is still plenty of room (or iln injeclion of constr\.Jctj·,' 
skepticism into day~to-dilY operLltions, The rising trend of white-colld 
crime demonstrates thLlt those in busi~1>~S nod the proiessions shcuk 
subject trilnsilctions, F"presentations, ana 'operations to more rigQ,rou 
cross-examination, Routine, acceptilnce oJ things Llt filce vollue is, lincer 
tunately, nJive <lnd unpro{itil~I(~. 

But Incte.1scd vigilance"requi'res that the honest imd the ethical Jcq~lir 
a bJslc awareness of the (rauds to which they ilrc expos(\d. The (req:Jen' 
absence of this knowled~Je is il "big problem," according to the hear 
of the (r"iLld bureiltj in a metropolitun district attorney's onice. Aware 
ness of (raud' possibilities not oqly facilitates timely anticipation 0 

trouble but also contributes tOW.HJ tile dr.vclopment of eiiecth 
preventive meLlSUr('s. To help develop slich awareness is why bil~t 
descriptions of how vnriOliS (rauds operJte are ir,c.llIdctfin this chnp:c.-r 
Although thb might be criticized as publicizing ill~gal methods t 
potcrHial pcrpetriltors, such il possibility is oulweighed bYJhe \'~~£f! ,!,g;. 
informing respopsible persons about the problems they facc';fl,c/tJ'h!l'; 
the skeletrll d~scriptions of' methods will not benefit !he pro(ess!on4l 

. crim:".)1 and are unlikely to contnin sufflcilmt details to erjuip tn 
amlltellr, If. as someonp. once wrolc, ". , • honesty hilS' no def(!:1S 
ag"inst ~upcrior cunning," greater' knowledge by the honest nbout tn 
tactics of the cunning is highly desirilble. 

For each ca,\egory of white-collM crime dcscfibed in this chapter 
': iUustriltlve-tip-afis, or ellrly \V~rning ,signals, are listed, Of course, (r<luc 
could materiillize without ad\!\lnce warning, And, converse1r, mar.. 
tip-o({s could surfric<! but be false alarms. Thus the listed PJnser sign 
are not infa!libl~ but are tnerely indica lions that 'a p~,tson or busine5 
may be the target of a'Siven ftaud and that furth'er investigation mig!1 
be desirable~ (] """,' 

. iust as alfiipossib!~ white-collar crimes arc not included in" this H.me! 
book ':(nor ~'II the .methods ''by which any given crime could' be co(~ 
'-mitlcd)~ n,eilner arc al/ po~siblc tip-oft's listed. Rather" the objective j . ~-,....- ... 
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to illustrate the basic appro.1Ch ;lnd type of thinking that 'businessmen 
and others can and should apply. I ' • • 

Follo\ying the description of methods and "tip-ofis applicable to a . 
given type o( fraud, reference is made to subsequent PJges where 
illustrative preventive measurcs are discussed and where sources of 
assistance, such as law enforcement ~gencies, are listed. 

Bankruptcy fraud 
.!.osses due to bankruptcy fra~d-also known as planned bankruptcy, 
st;\Im, and 'bust-out-are estimaied at S80'-million i1nnuillly. Although 
this fraud is reportedly notoas frequent as it was sever.d years ago, it 
can easily put smaller firms out of business. When I they do occur, 
s~ams !;ccm to gross much. more than' in the past. According to one 
inyesligator, he rarely comes across schemes involving less than $100,000. 

. \'~'ha! are the methods? 
The basic strategy 0'( those behind planned bankruptcies is to purchase 
merchandise on credit (rom many sllppliers, dispose of the goods for 
qsh, conceal the proceeds, anCl then claim bankruptcy if and when 
credito)'s press (or payment (assuming the perpetrators can be found). ' 
Those who engineer bankruptcy frauds fall into three categories: 
(1) those who arc members of the organized underworldi (2) those, 
, ... ho can be tlassiiied as con men; and (3) those heretofore ICgitimat~ . 
businessmen who turned to this fraud b~' rationalizing it as_ a "Iast-ditch" 
means of saving their debt-ridden businesses. Most scams seem to be, 
the ,york of those in the laH two categories. 

Those in the (,",st Iwo cJtegorics ubove tend to purcha~e rcbtively 
small quantities of rpcrchandisl! from each of a large number of supplier~. 
As a result, no one creditor is apt to be hurt too badly-except (or the 
strugg!ingsma/l business. ,However, the well-established businessmcln 
referred 10 in the third category Jbove is like I}' to place large orders 
with a small 11lImbcr of supp:iers, If and when he gocs under, severJI 
creditors can be drilgged along, " 

A common tactic associated with both organized crime elements and' , 
con men is to establish a "company," deposit a moderate SUITI in a bank 
.account to help' est~blish credit, and perhaps prepa~e a misl~adins 
balance sheer. and income statement. Modest orders ,placed with 
suppliers are paid for in (ul!. Slowl)', orders are increasedanp payments 
constitute a smaller percentage of what is due. finully;"larger orders 

- arc placed; the goods arc sold at bargain rates or concealed; money. 
in the bank account is withdrawn; and the scam operator$ vanish or 

,;:, explain away the resulting "bankruptcy" by blaming it on;\a theft, a 
fire \hat de$troyed the warehouse (on which inflated insura;l'lce claims 
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mafbe filed), an urge to gamble that consumed <111 the profits, (and 
, Insurance proceeds), etc. ,,, 

Als_o associated with organized crime and can artists is a second' 
bank~~Ptcy tactic, v/hich involves the {ormation of a firm w'ith a name 
almost identical to that 'of a \vell-knowll, reputable, and highly creclit~ 
worthy company, In Qne such case, con men <;~mitilli;:ed on this di?ct:p~ 
Hon-which also involved "branches" (telephone answering services) 
in three stlltes-by pillcing orders with 300 concerns throughout thc 
nation for such unreilltcd merchundise as radios, appli.:snccs, iurnit\J~e. 
women's apparel, speedboats, lind motorbikes, \'Vherl-"i:i~e.hen~)ed, 
the perpptrators reported I)' had over $100.000, worth of nal~1~ise 
stored in tour warehouses. Code lists of outlets for the merdf~,J~ise 
were coniiscllted. These lists in"(:licated that auctions were to be ,use~fo 
move the gqods. Furthermore, in the possession oi one of the scam 
operators was an 11-page pamphl(:t presenting dgtails qf the irJud, 
which was designe:d to gross S250,000 within 60 days and 5500,000 
within 90 days, . . 

A ploy generally restricted to the organized underworld is t.o obtain 
control of a company With a good credit rating. Beiore suppJ1ers 
realize there has been a change in ownership, the scam is comple~ed ~ 
in the manner as outlined ilbove. Credit cards issued to the company 
before the_take-over ma), be used to dffra\i: expe~$es during the liie. 
of the SCJr'fl. 

Previously honest men who resort to dishones't decisions to hail out 
faltering businesses-the third category of bankruptC}' operators-mol)' 
alter financial statements to cre.1te an aura of profitJbility while ordering 
incre.:ising quantities of gOQ~Js' to" sell ~t a discount in !he' hope' :O;)! 
increased sales volume will generate needed funds. 
, Or the scheme may be more blatant, such as in the repor:t~d fraud, 

where the tnJnagement of a textile comp"ny knew the firm, was goinS 
under anddeddecl to set a little aside for a future venture, The iirm's 
post-bankruptcy records indicated safes to a European cllstorT)cr. who 
'apparently was unable to pay for the merchandise. In reality" the 
customer disposed of the goods {or cash, retained a percentage of 
the proceeds, and Sent the balance to the owners of the Amcrjc,.n iirm. 

T.ip-offs of bilnkruptcy fraud '. " 
Usually, the early warning indicators of a scam in progress are relatively 
subtle. But alert credit and sales personnel can recognize them fot wnJt 
they might portend, Tip-or.·s include the follo\\:ing: 
1. A custom€lr's office address is an answering ser;~'ice. 
2. A compilny you suppl,. comes under new management; this is not 

anno,unced publidYi the 'identity of the new owners is ob$c~rc. 
3. 1\ customer orders goods, unrelateQ to his usual line. 
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4. Orc'!rcG quantities Increase rnark~dly ~nd cannot be expialned by 

th~ ::~<!so:-:a: ni:l:ure or a customer'S business.' 
5. Fi:1anC:L!1 sta:emenls requested from an ;ccount arc unaudited and 

u:1verifi~d.· II 

6. R~:Tlj:t<lnccs from an account lagi the cU5tomer's accounts receiv- _ . 
a!;l~ bcdaOlce climbsi notes or postdated checks ilfe (emitted. 

7. A buyaf from ilfl urj{nmiliu firm plaees subsiiln:ial orders for a 
wide :ail:;ie oi goods at a trade show. 

8. Tra~c refer<:!nces do no~ check out or cannot be located. 
9. A new ilCCOU1t'S name is the same as that of a well-known com

parl',', e:-:CI!pt for a minor detail. Even the address rnily be simila'r. 
10. R!.!sh-orders, pClrticularly during the busy season, are plilced with 

abo','e-averac;e frequency. (Scam operators hope thc:ir credit limits 
c:::-; be o:!:-:c~~d~d .. vitnout detection andlor credit checks omitted, 
at least temporuily.) 

11. An account has an overly impressive name. 
12. rotcntl~1 customers who hild resisted sales approaches now in. 

e:-:piic .• biy submit substantial orders. Bewilre of the too-eilsy sille. 
13. F:r.ar.cl,d $latcments of a cus~omer are withdrawn for revision or -

L:rc c-:eia~'cd beciluse auditors arc review:ng the books. 
14. An account issues obscure statements about debt 'restructuring or 

c'(irilOrdln",ry wri te-o(fs: 
15. Se\'~!r<d resignations accompany reports of a customer's operating 

!os~cs. ., 
-: 6. Pertor-nel with criminal records arc installed as managers in a 

CO:Tlp.:my you service. 
$t;?e r);:g~ 66 and Chapter VI (or'countermeasures. Regarding sources' 

of assis:ance, see N?s. 1, 13, 14, 16 in r'\ppendix I. 

" 'Bribes, kickba'cks, payoffs. 
The ey,tent of bribes, kickbacks, and payoffs is best described by one 
wo·d-pe~\,;'lsjve. They Occur in dealings between comp:!nies, in trans
ac::cns between business and government, and in negotiations between 
labor and manJ£ernent.· They can involve the janitor or the corporation 

,president. And they car. be associilted with a wide range of company 
cp~p!:;ons: purchasing. sales, advertising, cap~tal expenditures, contract 
sy:lces, con:;:neering, employment, insurance, electronic dilt;l processing, 
lf~d c!ncr3. 

- The objectives of tnose offering brib~s; kickbacks, and payoffs are 
numerous i)no include the (ollowing: to obtilin new business, to retain 
o!d business, to cover up short, deliveries or; infedd'r products and 
services, to secure fi£ures on competing bids, to obtain approval andlor 
s::;~ed,! acce;.'tance of pl"ns or completed work from government offi-
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clals, to influence legislation, to obtain Ucenscs, to receive loans from 
union pension and welfare funds, to negotiate sweetheart contracts, ;'0 

prevent' work stoppages because 6t harassment by union official', or 
. politicians, to obtain proprietary information, to influence lil'Y en~orce

ment and regulatory personnel, to effect zoning changes, to induce 
purchase of Securities at inflat!1Jd prices, to prepare or appro'/e (¥se 
fin3ncia) statements, etc.. ' , 

Etj,ical managers, of course, hilve a substantiill stilke in ilssuring that 
their respective companies milintain high standards of integrit~': personal 
reputation's of the innocent Ciln be sullied through the "guilt by asso
ciation" phenomenon. In il broader context, thL! ethically run' company 
is placed at a severe disadvantage if it has to compete for business 
against firms that achieve an "edge" through bribery. So the task is 
twofold:' maintain integrity within the firm and combilt corrupt practices 
throughout one's industr}' or profession. 

The techniques of bribery 
Some of the more common methods for arranging kickbacks and other 
payoffs are noted below and ilrc drawn from :letual incIdents: 
1. t\ pipeline contractor decided to fadlitilte acquisition of casement 

rights, certain permits, ilnd l<lbor peace by paying $110,000 to 
municipal and union officials. Plans were made to cover up the 
payoffs by a series of bogus work orders and invoices. 

2. Engineering consultilnts favored wifh state contrilcts were called 
upon'to make subst:lntiill cilmp.lign contributions. Contractors and 
consultants were given to understilnd that if they did not contriB'ute. 

.". _ they would not receive favorable consideration for future work. 
3. An investig<ltion revealed that small-loan companies used three 

principal tilctics to bribe state officials so they would grant licenses, 
changes in location, and the like: control and misuse of a trade -', 
:lssociation, informal pfanning ilnd cooperati0n.;\ by the comp:mies 

,involved, and indivlduill actioI'). Since the bribes ~mounted to 
subslilnti<ll amounts, the cornpilnies paying them had to devise 
methods by which the expenditureS would appear ~s legitimate 
deductible expenses paid by check. The companies J also had to 
raise c.lsh for the bribes. Solution: remit checks to lawyers for 
nonexistent serVices. These payments-:,minus 'income tax payments 

6 and an honorilrillm-were rc;~urncd to thccompanies~ which used 
the cash to payoff officiais." ·~~5 

4. An engineering firm received a contract from a turnpike authoril}' 
after agreeing to put a rel<ltive of the iluthority's "'<:hairman an the 
payroll and to permit the relative to ilcqulte 50 percent of the 
firm's. stock. ,-

15 

.... "~,,, ....... ~1t'> .•. 



". 
s. RcgllrdinS bribes by companies to,state officials, a crime commission 

commented: "lawyers, lobbyists, public rclil tions men, or other 
representiltives are provided with I funds for which they are not 
expected to give true ilccounls .•. ,This attempted insul •. ion from 
moral responsibility is cloaked in, such c1iche~ as 'being realistic' 
and 'meeting competition.' 1/ 

6. [n one city, 83 pgrccnt gf observed police misconduct involved 
the businf.!~s community" This took the (orm of free tickets, drinKs, 
and me.1ls; smilll discounts; and smilll gifts. Though not always 
solicited by ofiicers, these (avors' were genemlly regarded as a 
quid pro quo. For example, in return ".for a free meal a policeman 
might give the merchant special attention while taking money to , 
,3 b.mk. In other case!, the merchant grants the favor because h~ , , 
comiders the officer's presence a crime prevention measure. 7.: Every contract signed by a certain city during a period of several 

. , years was inflated b~' 10 percent to allow for kickbacks to municipal 
'officials. . . • 
8. A wholesale buyer of women's dresses and coats for a large mail 

order fir'!l exacted payoffs by threatening manufacturers with 
• sueden and disJstmus reductions in orders. ' '" 

9. A financial adviser to th~ und:r,\'o~!d left $50 or $100 "tips" to 
bankers in retu.m for help in avbiding payment of the interest 
equalization tax on securities pllrchases. 

10. As revealed by the respected New York State Commission of" 
Investigation," a city engineer purchhsed a house, at cost. Before' 
and during this transaction, the builder filed a number of sewer 
permit applicatiqns. all of 'which were reviewed and approved by 
this Silme city engineer. The Commission Ollso unearthed evidence 
thilt, in connection with a housing development, an-architect sub-
mitted sewer plans to the city for approval. Thd'3e plans were .. ' 
stamped with the architect's seal and were represented as h;lving . 
been prcp.we/i by him. In re.:dity, the architect was the "cover" 
{or (l city e:1t:ineer who prep:ued th(! plans ar.d received a $3,500 
fee lor them-the same engineer who stJIbseqllently approved 
the plans. ' 

11. With regard to free rides on corporate jets for public officials, a 
company executive is quoted as saying, "Almost ever~'bodv does it. 
You've got a plane going to California or someplace and ~')u have 
a few seats •. : available so you call a few people ••. and see if 
anybody wants a ride. Sometimes, they call y6u. The problem is 
what to do when a guy asks for a ride who hasn't 'voted on 
your side." 

12. Five corporations and eight executives were indiCted on charges 
of having paid $200,000 in kickbaCKS to a purchasing agent over v 
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! . ' • a si)(-year period. Most payments were made through a numbered 
Swiss bilhk account to a "nominee" of the pu'~chasin"g agent. 

13. ' A' mutual fund manager was indicted for accepting $540,000 to 
purchilse $3-milli9n worth of securities ilt a price that had been' 
artificially inflated by the bribe-givers. 

14. , According to a recenE9urt decision, employers who supported a 
testimonial dinner for a 'union leader by paying $25 a plate Olna 
$300 (or advcrtisements in the dinner program violil:ed a fcderoll 
law forbidding any paymcnt, loan; or delivery of any money or, 

" . 
other thing of value by an employer or his agents to a representati\'~ 
of his employees, <lnd forbidding acceptance by th,'! latter. Th~' 
dinner grossea $44,000, or- which over half came from employers. 

, , 

Other reported forms gf kickbacks and bribes include pJymcnt of 
... call girl and Bumbling Chil rge accounts, release' oJ confidential infor~ 

mation, underwriting of stock market speculation, loans which remain 
unrepayed, "rental payments" for alleged use of equipment ot facilities, 
lavish entertainment. contributions 'to favorite'charities, subsequent full·, 
time ell~ptoyment of government offitialswho had been inv.olvec.! in 
regulatJry work aifccting th,e company. • 

"." 

'. 

Indicators of corrupt practices 
The following tip-ofTs of bribery, kickbacks, and other p.wans are 
divided into two categories-(1) those relating to dealings between 
business and government and (2) those pertaining to transactions among 
private-sector parties.· (However, there may be indicatols :ls~igned to 
One category that are also applicable to the other.) 
First, in question form, these s'lmptom~ can be indicativfl of potential 
payoffs in a business-government context: 
1. Do respected and well-qualified companies refuse to conduct 

business with the city or state? ';;: . 
~. Are municipal or state contrncts let to a narro\~ group of firms? 
3. Is competitive bidding required? On contrilcts above what cot:<:lr 

amount? 
4. Are there numerous situations that justify the letting of contracts 

withput competitive bidding? For example, are there frequent 
"e"mergency contracts" for whi'"ch bids are not solicited? Or are 
professional services (architectural, engineering, etc.) purchased on 
a bid b~sis or "by ir:lVitation"? it 

S. Have there been disclosures of companies submitting low bids but 
disqualified for certain unspecified technical rea,sons? ---' .~-. " 

• !>bny of the listed tlp·offs ~re based on the "Questionn~ire on Corruption" in Communi'., 
Crime Prevention. a report of the N~tlon~l Advisory Commission on CrimiMI Iwllice seJr.dHG$ 
3nd Coals 11973, 53"75) ..... v~ilab:c from the U.s. Covernment Printing Office. Sw::c. Numb~r 
2700·00161. 
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• 6. Is cO:1olc-p:1rk,ng permitted in front of some- restaurants Or. taverns 
but not in front of others? .. 

7. Do SO'11e contrLlctors keep the streets and sidewalks reasonably . 
fme rrCi:1 mi:!teri.:ds, debris, etc., while others show little COl1cern . 
zoo.:.:! such m:1t:ers? 

8. Is it cornmon knowledge thilt architects t\dd a sum to their fees 
to cover "reseJrch" at the dt}"s planning or building department? 

9. Ho\\ rluc.h dcl<lY docs a business encounter when appl}'ing for a' 
liqt;or license, building permit, or remitt<llice in payment for services 
re~~dercd to the city or stilte? 

10. f\r~ gc)'.··.:nvncnt procedures so complic<lted that a "middle man" 
is often required to unravel the mystery and get through to the 
"righ: pe'J~le"? 

11. Do puC-Fe offici.:!!s hiwe significant'interests in (jrmsdoing business 
with the govern:nent?' • 

12. Havc public officials accepted high posts With companies which 
ra\e recently secured contracts from agencies former!\,. employ~ng 
those oiiicials? _ )i 

.13. ls there nn cii~t:ti\'e <lnt:bribery statute that embraces all govern. 
me:1~ per~onnel-not just department heads? 

i4. Db 1M;;!? C,101p.lign contributions precede/follow favorable govern· 
mllnt 'r~lings? ". ; 

15, Are C05\S of conducting simi 1M business operations in two stMes 
rl,1rkcdl~' diifcrent, even -<liter allowance is made for legitimate 
ci:f;·crcnti,11.;; in labor rates, transportation costs, etc.? 

Seco::a, also in question form, arc possible warning signals or corrupt 
practic~$ of:en ,lssociatccl"\vith trilnSactions among privilte-sector parties:' 
1. Do employees complain about the quality of supplies they must 

work with? For e:<ample, do clerks Clnd secretaries complain about " 
the quality of typewriter ribbons, paper, and other office sUj)plies? 
Or do they usc the· peu)' cash fund to purchase from outside 
so'.:rccs supplies that arc ~\'ailable in bulk from the stock room? 

2. Do rcputilble' suppliers seem disinc:tined to· submit bids to, or. 
otherwise de.:1! \ .... ilh, ),our purchasing department? 

3. DC$j:'i:c a Pl1liCY of rotatillg surpli(m, is tl1erc freq'uent use o~ the 
S.:lmc supplier? '. 

4. Arc vacations refu$cd or promotions shunned-for fear that corrupt' _ 
arrangements wi!! be discQv~rcg? 

S. Is an employec'constantly associating witn, and being entertained 
hv, vendors? 

6. \; the s~andard of living of anyone who can influence' company 
f: purchClses higher than can be explained by wage or salary level or 

o~hc:!esitimatc sources of income? 

'" 
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• 7. Are costs of certain materials or services out of line with inciustry 
• c, _, norms for no app.Hent rCLlson? 

:-~<8.-fo~ pny given ~atcgory of purch~se5, are the responsibilities relating 
" , to fSSllM70:!:..pJ requests for bids, review of bids, and approval of 

bids ali posscsroo:by ,one individual? 
9. ,'ro there v"gue "ext~a ~narb()S~' associLlted with obtaining it loan 

froin a pension ilnd welfare funcliJr<.;lOv othc:r SCHJfCe? 

10, Does anyone who can influence the sei~afOh=::ofC"~uppliers h.1ve il ,I 

financinl interest in, or relalivcs,employed by, cuiiem~~JJ:Jorsl I 
11. Is there <l high incidence of order splitting, perhaps calculalCB=::to:::.., 

«void the competitive biqdio;l required for purchases «bove al 
certain dollnr n01ount? -.~ i, ' 

.' 12, Dues it buyer seem to ha\'\~ --~ relatively easy time acquiring tick~ts' 
(or hit 'shows, sports classics, etc.? 

'. 

See page 6i and CI1.1pter VI for countermeasures, Regarding source-s 
of assistance, see Nos, 1, 3, 4, 7, 3, 11,13, 16, 18 in Appendix I. 

Computer-related crime 
ObViously, computers do no: pcrputrate crimes, just as weJpons donot 
commit'murdcrs. Tne point is,. how'~ver, (hilt computer capability c;tn . 
be misused and, with increasing frequency, is utilized as a powerful 
partner in crime, Dollilr loss pt!r inddent h.1s been as high as SS-million. c 

Commenting on exposure to computer abuse, (Jne authority Solidi "Once 
you've built a window into the system, it's there pcrmam::nHYic,md l~rg~ 
amounts or smiltl amounts of mQnr.~y can pass through that window (~ver 
a period of time without any chilnge in risk ..•• Business hilS p:obtlbly 
never bean so vulnerable to theft." 

As illustrated by the ex'ampl~s in the next section, EDP°-:ralated ctimes 
can cut ncross u wide spectrllm of c:ompilny activity. This is 50 because 
computer data bases frequently contain a range of information encom· 
p~S the full scope of business operations. As a re;ult" comp!J1er . 
~e can taKe the form of embezzlementbmisappropriatiory, oi com
pGtw time, theft, of programs, and illegal acquisition of such propriclMY 
in(ormiltion {IS marketing plans and (orccnsls, product deSign, secret, 
m,1tlufacturing processes, and coniidentinl technical data. 

Vulnerability to computer c-rimc is enhanced by manngement's failure 
to recognizJe the hazards to which ED!' operations ilrc exposed. This 
has been c~plnined as the result of a lack of interest, ignorance of the 
problem, inubility to pcnetr:1te the mystique of the computer and it; 
technical staff, or a naive assumption about computer invincibility. 
When the visible audit trail ends at the computer, the prevailing q,ttitude 

, too frequently is "out of sight, ,out of mind," which is not'too (ar;,away 
from "out of business." 

" 

• Elc~lrunic C,Ila I'rocll5slllC. 
',,:\ , 
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• Examples of computer abuse ' , 
· Although' the methods of computer-related fraud are limited only by . 
· one's imagination, they generally fall within the categories below., 

1. Progmns and progr<lmming. An outside programme: for a bank' 
• altered a program so thal computer-generated exception reports would 

not indicate his overdrafts. . 
In another c"se, a company's combfniltion accountant/ED? manager 

altered a cornpu(~r program so ~hilt a few pennies \vere lidded to the 
cost of miln~' purcha~ed items. The lIltc:red progcilm also enabled him 
to keep a double setl:.-6f records (the <lctual costS and the inflated costs), 

, a technique tholt permitted him to steal1amounts which did not overly 
distort the rcport<;)d results. Without the computer it would hilve been 
impossible to make the (houscl1,cis of cost changes lind to do so in a 
manner that did not arouse suspicions which might have lIrisen had 
financial reports contained nbnormal deviations f:om past results. Over 
a period of five years or so, theaccountLlnt siphoned of( about S1-
million. To com'crt the bookkeepirlS entries into persona.l profit, the 

• accountant created fictitious suppliers iHld isslled checks to them through 
bank accounts he hild estilblished. Undef\ln 'l,liils, he drew out fUl19 5 

as the checks cleared. (This frilud also involved thc' introduction of 
fraudulentoinput data. a technique discussed below.) 

Theft of progrolms is not uncommon. This may be accomplished <It 
the computer installation "itself or through. remote terminals and tele
phone circuits .. One incident related to sever<ll million doll~rs worth 
oi programs tholt oln emplo"'ee tried to sell to a customer of his employer. 

2. ComputN lime. According to one source, "Thpre probilbly isn't 
<1 corporJtion in this country th."t hLlsn't had its computer system mis
aporop:-:iJted (or non-business usc at some timc. It's the same problem 
as'the misuse of copying machines, only on a much grander scnle./I 
A number of reported cases have involved computer operators who, 

. In efiect.u~ed their employer's computer instOlilation to run 11 computer 
scrdcect!l'.ter ior personal profit. Overhe.ld is low inasmuch n_s thee 
ernp:ol'cr unwittingly supplies the hardware, softwqre, personnel, and 
sup piles. Reportedly, one er'l1ployer had to upgrade his computer be-
cause of thl;! growing workload. ' . ' , 

3. Input dOlta. Many frauds depend on undetected manipulations of 
input dilt.1. This might be nchieved by introducing fraUdulent records, 
by altering current catil, by removing key input documents, orby using 
,3 con;binoltion of ~hese methods, I~ a rec?n; Colse, a S25,O~O-a-y?ar () 
cx'~cuti\'c of a mOlJor manu(olctufcr Insertee .raudulent d,ltil creatmg 
fictitious suppliers and truckers. Corporate checks-Llbout $1-million " , 
worth-were issued to these fictitious accounts and pocketed by the 
executive and his six conspirators. Over the yeilrs, he is said to have 
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'" n)ceived several plnques from l company auditors (.or the. excellent con~ 
dition of his records. 

The computer opernto'r for an engin,eering firm pocketed cash receipts 
and remolted the related input documents. He\vasable te steal about 

. $20,000 before customers begtln to complaifi that their accounts had 
, '.' not been credited, In a similar scheme, customers who'lbdged this 

type of complaint were-cffered apologies (lnd the cxpl,lnation. "\Ve're 
having troubles with cur computer, Your patience i$ appreci(tted:' 
Customers accepted this explana'tion, were patient, and the fraud 

, , 

continued (or months., ' 
4, Computet .output. A computer operator in a medium-size manu

(<lcturing co':!pany prepared a duplicnte time card fpr ~ shipr>in~ 
departmen t employee, He 'processed the card with the regulilr payroH 
data, except he instructed the computer to omit listing cert;,,fn c,iet.:.ils 
of the second check, although it \ViiS included in the totals. The checks 
were signed mechanicnlly nnd were totaled to prove thilt the :lmount 
disbursed agreed with the total on the payr'!" register. Aiter removing', 
the computer-generilted duplicate check, the operator forged the em
ployee's signature and cilshed the check by a second t!ndofsement. 
This scheme wns repeated many times. By sp~~nding out the duplicJ,e 
checks among employees (rom different departments,' the computet" 
operator minimized the chilnces (1) thilt these <j'mp!o~'ees would no:ice 
the increilse in their year-end sttltement of cilrninss Jf1d 12) ,hat the 
additionnl pilyroll costs would be re<ldily apparent. in depilrtment;)! 
expense stiltcments. Obviously this fraud entailed en'try of falseinpul 
dilta, alteration oi the computer progrilm, 'l,nd check i(')r3er~'-as well 
as removill of ,output dilta (the duplicilte ch~cks), . 

Among milny other computcr-rcl"ted crimes invo!ving ,output dalJ 
arc theits of printouts of mJiling lists l customer lists, and other conil
denttal inform:ltion. 

5. Data communic.1Cions. This pertains to the use of telephone 
circuits-pub!;·;: or private-to transmit data back Jnd (or:h between 
cQmputers or between computers and remote terminals. FOi e:';ilmiille.-~ 
data commlJnictltion may occur between a r~mote terminal in J com
pany and II time-sharing service bureau it uses, or bet\\iicen a remote 
terminal and il. company-owned computer, Any of the four preceding 
areas of computer-rein ted (r;lUd could involve usc of telephone circuits
pilrticularly public (dilll-up) circuits, in centrast to the Icased ipriva:e) 
lines. " . • 

A reported incident wns related to "telephonic penetrJtion" of a tlme
sharing service bureau. Through an interstat~"phone call the pcrpetr.:;:or 
Silined access to the bureau's computer, executed programs, copied 
data {rom the files of bureilu customers, nnd extracted the bureau's 
own billing re~ords, rat;;: le~g-m-; and. general ledger:' No: only ore 
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unauthorized processing and copying possible through telephonic menns 
but so are the illegal creation, alteril\ion, and interc!;);;Jtion of computer 
catil. A number of methods have been applied by which to gain 
unauthorized oui'side entry to a computer system that lItilizes com; 
municiltion finks: 
il. Wirt!trJpping: This involves connecting a "tap" directly to telephone 

or tdeprintcr lines in order to inter~ept and record messages. 
b. E!ectrom:::;netir. pickup .. Electromagnetic devices 'need not be con

nected directiy to circuits and arc desIgned to intercept the radiation 
generated by thl1 computer central processor/ telephone and tele
p:l:-ter Hnes, ~r microvlave communiciltions. 

c. Brav.'sing. By t:Jing an unOluthorized terminal into a system that 
does not authenticate terminal entry, the "browser" cbuld gilin 
access :0 the computer (or a vilriety o( purposes. 

d. Bet' .... ~en·the-lines entry. An unauthorized terminill is connected to 
a v;:!lld private line' and enters the sr'stcrn .whenever the legal user is 
inilctl\'~ but still holds th0 cqmmunications channel. Sometimes the 
s:gn-orf S:I;M! of the valid tr!rminnl is. intercepted nnd c.:lnceled by 

. the i!l\?gal user, who then continues to access the computer. 
,e. Pios:'bac~ entrr'. This is achieved by selectively interceptIng mes

sasp.s from the computer to the legal user, adding or dcleting 
in(Q,mation, and releasing. the modified message to the vnlid user. 

f. Trap door cnt:,.. A Cor,iputer system is probed for unprotected or 
. wc .. k points cilused by errors or logic oversights. Once discovered, 

they C'.an c<:! exploited agnin and again. 
6. Computer n:udware. Though re~ei\rch (or this publication did not 

unearth insto1nces where computer engineers or maintenance personnel 
tampered wi\h hilrowc:re components to effect a fraud, this is an ex
posure tf,at deserves doser scrutiny, according to some EDP authorities. 

The ;:oove six ilreas of p.xposure to compllter fraud should not mislead 
readers into believing that c1"mputer systems are, of necessity, highly 
suscei'~::'!c to cxp:oitation. Forturately, as noted later, many counter- . 
meJSVrcs ex:st. For (!xample, ~rimln~1 histories and other data contained 
In a responsibly maintained an9 protected computer of a law enforce
ment a£cncy ~re less susceptible to un:tuthorized ilccess than they '",auld 
ce if stored in treditiona! file drawers at various locations. Indeed, as 
nOied in Chap~er IV, the computer promises, to be an. exceptionally 
potant weapon by which to guard against r,nany fOims of white-eollar 
crime. 

What <Ire some of ~he tip-o({s? 
This dis'cussion of danger signs of computer-related fraud is restricted 
to those ti;J-offs that could conceivably come to the attention of, and be 
recognized b}',. executives with little or no technical bQckground. One 
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" expert interviewed (or this report stilted that an indiciltor of PO$s:t,!" 
problems Was the presence o( some or all of the following elements 0(\" 
vulnerable computer system: .. 

o The computer generates negoti;:ble instruments or is utilized to 
transfer cre_di~_\rocess fOllns, of ob!.)in credit r(\!i!"l£S, --

• E I, , • t' h • mp oyee elil Ions arc poor-pcr ilpS tMfa is a conflict with 
union or with a di$gruntled computer oper.1:or. Dismi$sed EDP personne 
are al/()~ved to romJ;n on the job until their termination dille. A com 
puter progrilmmer is overquil/i(jed for his job, with tht'.! possible resul 
thot his bottlcd-up creativity will seek undesirable outlels. 

• Separntion of key functions is inJdeql1Jtc, in t"rms of .oither re~non 
sibility or physicnl access. (Pronrammers shOUld ;01 also ~b~ c:om~~ut~r 
operators-a likely situa:ion in 5m.:l11 businesses with minicomput,,\rs.) 

• After-holIrs EDP operations atc loosely supervised. Second ,and 
third shifts arc typicaHy very Informal-programmers' are, at consoles 
debugging on-line, whereas thc}' would never g~t within a hundred feet 
o( the computer WOrn dllring the day. 

., Auditers have little, i( an~', expertise or baCKground in cC01pu:e; 
operations, (As ~ result. they may' <ludit "around the computer," ''nO! 

"through" it, and, in e((ect, miss weak spots thilt ilrc\b.eins exploited.] 
Among the milny other indicators that mily warran.t (oHow-up investi-

giltion are these: . ,. n 

1. Computer reports/ or carbons of continuous (orms are til the out-
side trilsh bin. ' I • 

2. EDP al'oitors were not involved in dcvelopment"of the app/h::ation 
programs. Possible resurt: absence of built-in tests and checks. 

3. Your industrr' is depressed, yet computer-generated data indic,lte 
record sJles (or your firm. . 

4. Frequent violations arc noted df the generally accepted rule tha;t 
at least t·,'Vo people should be present when cor equipment is, 
operating. ~ 

5. Computer op~!ations, including storage of output data, Ciln be I 
viewed by the gencrill publiC;. I 

6. System components <Ire neilr open windows, next to outside walls, 
or in front of open doors. (Exposure to the telephoto lens, parab, olic 
microphone, or electromilsnetic device is thcrcbyincre~sed.) 

. 7. ihe pcr$onnel department subjects candidates {or' EDP positions 
to only routine screening. (The chief weakness of computer systems 
is people,) . 

8. Datil prepar.1tion equipment is easily available and lobsely cot1trotled.: 
9. Access to computer facilities is not limited to those \vith a "need 

to knoy>(." . 
r' {! 
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10. Tr.:msac;(ions rejected by the system because they old not pass one .~. :1", 'The balance of tl1ls s~ctlon first dlscusses'those (tiluds wnose c.!irect 

or more control points are. put aside, Ignored, or deli~enHely 1 ... , victims arc predominantly consumers and then considers those schemes 
ovcrric:!den. . I .:'. ./. ". :'whose prirnilry targets are businesses and .businessmen. . . ;.1 I 

11. An increase is noted in empb}'ee complilints about over-withholding . .: .. :. ::.: .'1' .. ' . Types oE fraud tlirectcd primJrily at consumers . I '. 

"by the com/:lUter" or about in .. ccurilcies in year-end earnings ....~. . 'Reportedly. there are ov~r 800 dir{~rent scheri\(!s 'thilt have ba~n Utilized ':1 
stiltements. I i' • to prey on consumrm. In view of such iln array of possible (rc!Jds, this 

1i. ;'h~re is a surge in customer (;Qmj)i<lints about dglciy~ i., credi::ng I ' ... : :' . sectIon canolily hope to highlight the wi.de range of such s::!1.;:.':'l:>s ant! 
their ilCCGU.lls. '. :'; .'. . . to ir.d:c;:.te sOllrces whi!re more details Ciln btl obt<lincd. . 

"!. Ke~' (orms are Ilot :::,:,<',!:,e,'ed sequ\.ntiol(:y, sloch ilS ;:.urc:,.::.se C/I-::.:'\I·:;, ,':':; • • • Arnong t:,C myriilcl typi:s of schemes , ... hich h~ve d~{Glut:cd C~'~,sl. .... .!rs 

!,,\'oict:~. c:'i!cks. .' I • ..' • am t~l"'se perl<lil'1ing to IIfree" goods,' phony ch:trities;imor dcr;:cl hler-
-: .:.. Contincc!Js ... (()rm cJ i~cks ar.t- not'stJred securely. I:" ,I c:'nnd;sc~:)\vork.at.homc IlopportunHies," {aKe laborcltory tests (e.g., for 
.... ihe bill from t!,e till1c-3hilr:ng sar':ice buren''; is si3nifici."tly r.1or.!. ..... ~::.:".,,~. i , . cancer), "(ree" m",dkal clinics which give (illse diilgnoses leolding to . 

tll:tn what the customer's c:>mputcr-t:me loos seem to Justif)'. Or .. . : ..... i expensive treatments, going-out-of business silles, fake ocontc'sb, shq~dy . 
charges alloci:lcd to ot!,er Jepartr"ents by a co.'a1pany's computer, " I,·.~ '" or unnecessary home repairs. ficJitious Hst pricing lIsed to indicate a 
facility st!em out oJ line. (I"dicjlti r'e of uni\uthorh!~d use of com· '. . ... ' ...., .' "solving" when compared to the lisa Ie" price, meat ba,rg:1:r.s for };cr.,e 
puter time, perhLlps.) ." .. ;.L:·.: :.: . . . (reezers Cafter cutting <lnd trimming. the weight loss miS:1t be ;:s mu::h 

'G~ Parmcl',ls are sent to new suppli.m, but they <lre not listed in ... ' .;' :' ..... ' ;;' '.' as 50 percent), biliHmd-switch advertising. t..nscrupulotJs· correspond. 
various direr::tories. . j • ence schools, degree mills, alleged he(llth SPLlS, p;ice-(ixing conspiracios. .: 

.fI7. Access tl) the central processor is a~tem'pted (rom a remote terminal .'; ::.: .',. • . • and conusive bidding. 
~/ whose exclusive user is on vacatioll. ..' . , .. " Awareness by bU~lncssmen (;( traditional schermE:s-c:nd their opera-

See page 69 anu Chilpter VI (or cour termeasures. Regarding .~1)tirces ..'; "j • • tional dctaHs-can serve as the basis (or intelligent and eyes-open self-
of assistmce, see N )s. 1, ~, 14, 16 in I.ppendix I. I' . • policing of practices in one's Industry or profession in order (0 weed 1),.lt 

.. I " those tactics which are uniair or deceptive either in fact orin appear- '() 
, Consu.ner· fra'.ld, Illegal competition, 

deceptive practices 
As indicated b)' the tilble in Chapter II, the finan(!ial impact of this 
category of white-collilr crime is staggering. With regard to consumer 
(rilud alone, it district attorney estimates thilt there is "more, crime 
committed agninst· consumers every d<lY than there is crime in the 
str~ets. The public is const<lntly being ((eeced .... " But consumers are 
,not the onl}' losers. Responsibly run companies lose sales ilnd market 
share 10 those firma which reI)' on deception and fraud. And the loss 
\~f confidence ill business result"nt (rom consumer (r<lud hils the ethical 
•. \5 well ilS the utlethical'firm. . 

Frequently, businesses are at h~ilst as much the victims as c.onsumers~ 
s!\lcn as with regard to counterfeit products or ilpilssing o(f." in~ustrial 
espionolge, exclusive dealing arrangements. discriminatory discounts, and 
tEtstrictive provisions in shopping center leilses designed 1'0 give major 
tt:n(jnts the right to disappfCvc leases of smaller stores. 

So b~' policing his o\'m operations ant.! by being "ICit ~o,r {he prilctice 
of consul1ler (rclud and otl.er illebalities in his own 10c.:lIlt~~. indus!ry, or 
pl'o(t!ss:,.m, t!,e honest busincssn ... n not only helps con:;~ lr''-'s b,ut abo 
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I ;, . :., . ance and thus minimize or prevent adverse consumer or rer;ulatory back-. F··:· ... i lash. The followins sources <;.al1 be expected to possess, or to ri!(cr ~IOU 
I. . . " to, information on a wide arfa~ of metltops by \vhich consvmers have 

'1 • .;. bee!1 exploited: (1) local Better Business Sureilu (or Council of !h.~t:'!r . ' 
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Business Bureaus, Washington, q. C:) i (2) local Chamber of Commerce; 
(3) 'tonsumer Protection Bureau of the Fedf.:i~1 Tr~de Commissicn; a:1d 
(4) locill and state consumer protection ilgcncies. A ~8-png(! p"~"I'p:):e! 
contnl'ling a basic overview of milny dccC'ptive schemes holS b~t; .. p.:c~ 
pilred by the lJ.S, Postal Service: Mail Fr,1Ud Laws: Pr,o(cclinp. Cor.,Sl"mf!fS, 

. . Investors, Businessmen, (lillienls, Students.· c:' ,. . 

Tip-o((s to current consumer (r"uel schemes of :r.c:;ur cOI,.:crn 
In addition to providing bJckground iniorm;:tion Oil bas.icfratJd ,,(C .. ' 
mats1' the sources listed above may also be in il position to identify 
schemes currently prevalent in your line o( business Qr prohmion •• 
And the. "cmerg~ncc gf frauds can often be ilnticipa:r;d by Ii icvi{;w cf 
current and impending nutional problems 'or crises. For eX<lll:lp!c, th~ 
Economic Crime Project of the NOItiOO<l1 District Attorneys Associat;on 
is, :tnticipating sWindll!:i capitalizing on the cnere}' cri~is, such as til:! 

Q . 
• Ord~r from the SuperlntcnrJ~nt :J! DOtUnlcnls, U,S. (j!Jyetnm~nl PtinUns Oilic!!, Wnhir;g. 
Ion, D. C. 2\).102. Price: 20 cenl:!.· Stoel< Number .l9CO·C::231. 
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pcsslble r.romo~ion and 5.11e of worthless f~cl-s,wins devices or services, 'I' " 

dUu~(!d g'Jsoline, inferior insulution, etc, .':' ;.1 

Int~rviews with loCi\! prosecutors, regulatory officials, and oth:i:~rs in a, ' I, 

position either to monitor major types 9f fraud already in fult s\'/i,:,g 01'·, . i " " ";; 
to ar.:lc;p'llc scnemes about to emerge reveal several deceptive practices \1', i, 
whose prc~ence, in effect. constitutes a danger signal that C<lnnot be" ." : 
ig,c~:C: by those concerned about the consumer-related integrity o( ,I' . ../ 

tl~.?ii busincss, industrv, or profession. The following ore <lmong such' I i. 

t'rc.ucs, whi,:h frequenliy I;:xhibit these characteristics: they are c'omrnittcd . I ".:;" 
1:;./ ti"J~c ~ .. r1; l!ndersttlnd hum:m wei!kness and exploit iti they oifer'" I; . 
5~'T'l':hl :3 fc,r nothing, cr il great deal.for very little; they take <ldViIi1\i\gC '" ,t ., 
of CC::S'lr:l<::fS' bck of knowledge; they involve beguiling promises; they' I' .. ": II'.', 
rc:i' c:: t;;,,;cs ccsi,;;:-.ed to prevcnt or discourage consumers from rnak-' \. 
;.~~ ;:;;1 ~iw::5tig<'~ion C", .,.·:h(~(\ t:',:5 is not pcs~ible, perpetrators seek to . '" i ' .. 
c:'iC!~C:i: it: ,:dvilr,ce what the)' ~riow wiil be the. outcome of t~at' !: ' 
t"l',.(',:;~i~~l;C', . ' \. i : 

'I, :)',:,6mes il"l\'o: .';n!: 2buse of the holder-in-due-course dodd,'e·,·.. .j, .j 

$U:i, a::'u$p. is PtJrt;cu'~rly prcvc11ent (n the home-repair field. (See: . . ,.' \ :::.'1 
';'i:S-;' ; i::~ .,;; r;~a.i'j1i~.). This could also occur in connz'ction with the , I . " ';': ,. 
::i:' ~ or :;efccll .... ~ 0;' ~h()cJ<.ly major appliances. A m'ajor tip-off of such '. ". " : II I ' 

•••• , , l 

~n a~:tt..;e ,KC~i~ wh(?n the vendor sells the cor1sumer's installment agree-: . '~~'I:' " ' 
r,-. :.-:t ':,ilC$1 irn~l1ec!ial(,'I~' "fter delivery of the appliance and gives the.' 'j'. 

bt:ycr I); the in$.:c!i:y;er,1 p?per nil .;lbc1ormatly high discount. .: ..! :: .r' ,' .. 
2. u::bt collec'tion and r.Qnsolidulior.. One debt collection scheme '\", ., Y :,1' '" 

• ' •. " 1 

1['''olv.~d ;1 1;Cmpi!n~' thilt sold forms to businessmen, One set of forms , i, : 
... ~s o..:slr.ned to accompany the statements of businesses and cqntained: . T .: .... ··i' 
1:';;5 W.1m:fI~: "We :Olust hear from you within ten days or this ·<lCCC~Jnt . . I. '. ,!' 

'. 

. \.\ 
" e .. 

ticns, the at-home'.'/orker fi:1QS h ... must st'!1 his r.· ... cluct hi .... ~~!f ,o'r. t~':: 
promoter rejects the prod'J'::: ilS 'i~f ce:rg l'P !o star.dar:'s. Ti;:-dfi 

, ,incit:de the requirement to buy somethirg before yOlr can begin \\'cr!\ 
or l'eforc you oJre told how the pkn Oper411es, the absence of a:'l pppor- . 
tur,ity for salaried emplo~'mcnt, an? the l:SC of Llflonj'mous and un:race
able personal·tcslimonia{'i. 

5. O(loHo-door s.lles (r.luds, ,v\isrepresentations by salesmen h:lY!! 
pertained to vaCl:um cicJncrs, wat~r softcI"'ars, encyc!opedi:ls, magaZine 
5ubscriptio:1s, cem~tery lots and marl:ers, charity solicit.1tions, Corre
spondence courses, among others. In on" ca~e, a represent<lti,,!! {rain a 
freezer compilny calkd il homeowner and told him he hi\d won a free 
han', When Ih~ salcsJ11.:ln nrrive::l I t the h.:.nH!, he tried to scll a freezer. 
When the homeowner si'lid he \"i\rt~d the free ham onl~l, h~ was tQld to 
go to the Sall/alion Army. ' 

6. False and m.is!eading <!civertising. One aspect of this pr(lblem is. 
bait-and,§witch ad\'ertising. A preduct is advertised at a bJrgain priclJ, 
but when the consumer arrives at the store, one Or 17lore of the (of:ow- ' I 

ing occurs: derogatQfY statements '\\re made "holll advertised, good~ (or I 
the purpose of senill£ a more expensive substi:ute; the c\:','crt1se'd soods I 

are fllrposely unav,Jilablc but a mere expcmivt! ,ili:.!::nt1 is on r..md; the I 

publiciz.ed product is tamlJered witi, so it will Ii ')t orerate' I=r~perly," ,\:hcn 
the customer tests it. thereby incucin(3 'lim to :r:ide t:;:>; an order is 
taken for the· advertised r:1erchc:.nclise, if l:1e customer insi5:s, but 
delivery is not made . 

, ' 

IlIcgll!.1ct1vi!ies directed at L'US:;::!Sf ~'ld ::.~ :l",;,fessicns 

',vii! i)e :,uf!1'.:d ov,:r to th~ St:1te Credit Control Bureau,/I A second set," .... , '. I' ., .,' 

r.f bif.1J bor.: the IC\lelh~:Id of the fictitiolls ~~ureall and copies \V~re;' ':' ,,;,\.:, '. 't.;::':·': 
m~il(!d from the !'tatc'!, capitol. • , L ' ... ' ':." 

Many deceptive practices and 'anticompctitive illegalities ate aimed <!t 
those in business and the professions, although consumers can be hurt 
by some of these schemes alsQ (panicul.::r!y by the pyramid sales and 
(ranchis~ frauds noted below). Some 01 the more common c1re the· 
following: . . . . C" _ilL __ 3, R~p:r swi:1dles, Misrepresentations 6re made with regard to: :':; ii' 

. , I ,', I 

;a.~ tl,~ ;--·~t~~~i!}· t'J: l!'~~ tsp~i!g ilnci tb) lh~ r;\~nH ~y PI ,:yqrk p~~rI'D~m~~J f~ I - ~ < + 1"-' ,-

<;C':1~I"i!r(;d iO tOilt Q(;c:rcd. Frf.:quenlly, the promised wqrk n~v(!r b~gin~,: . ! .. 
13r;.11,'1:"\' victi:ns i.lre owners of homes, CMS, LInd m<ljor Llppli<lnces. '.' , .. j: :, i' "", 

4 .. \\IOrk-ni-home ~chernes. Grossing <In estimatod S500-rriUisr. out ' .' .. l' " " ... 
of the, pockets of severOlI million peopl~c:Jch year/ this type of fraud ..: .: l :':' i'. . 
m;g!~t involve ~ds promisins large profits, indicilting "no experience .. l • .'.': 

necessary," and forecilsling a great,demilnd for such work-a t-home prod .. ' I 
ucts or services as addressing envelopes, gilding greeting cards, raiSing .'. .··I······ J 

" 

chinchillas, performing assembly work, clipping items from' newspapers, , I ,.i ' .. _ 
etc. What often h:JPPCliS is that the cost of. the inforf'!1.atiOlvor h1ateria!s,1 ." I;: 
which the pr05pcctive worker hilS to purchase (rom the promoter exceeds 1 \. " • Cj 
the profit pot9ntial of the wor)h,t~home product. Contrary to expecta- .~ : . 

I 1 
! . f 
I 

Arfviiffec-iel:! io~ns. Tbrs Fiicki.!{ Isp:rj'{!CUiarly prevalent tflttftrci":O'i~ 
tig'hl money·. A single ildvilnee-fce 10iln ·scnem(!. ciln victimize I;und~cd> 

(I ," U 

. of businessmen and net milHons of dollars for()its organizers bciorc 
running its course. Ad\'crtfscment~ may tlj1pcar in the fin:lnciOlI press 
indif.,1ting th,1t the XYZ Oank or Insurance Co. has S100-million aV).lilable 

)0 jban \0 those rqquidlig business (irttlndlig. nna~cial slz.tp.ft)ents of 
the cornpilny .indici'ile many millions., in asselS. elf) rer.!ity, the 'landing 
institution, oftc'n Ic-.cated overse,as, i.~ a Lhellcorporatio:n_ pos$"essing a 
portfolio of bqgus or Qverv.?lued srkvritias (foM1i1Ps c.:lmo'bililge9 by <l " 

'. 'c,counterfeit Dun & Bradstreet report)' and l in reality, could b'f! (,1othin~ . 

'I \1 
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• more .than a dingy office in which there is a phone,! a secretary to 
ans'~;"~r it, and a Telex in the closet. In one ,case, a S29?-m.illion offshore 
"insurance comp;lny" was nothing more t~tln ,a post office box and tI 

metal nameplate on a gartlge door. . . 
A person in need of tI loan-perh.,ps to finance the cQ~pletion of 

construct:on-deals with XYZ through one of its brokers, who requests 
8 to 10 percent of the desired loan tiS an advance fee. Fees htlve ranged 
up to $1iO,OOO. When the loan or .letter of credit is not forth~o~ing 
various excuses arc offered. Or (;Ike documents are presented Indlcat
in~ that the loan is in process. Or the IOolrl applicilnt is told th.,t his 

'" . , ( f' ) h' h opruations must be surveyed by ABC .Co. (,or a lee, 0 course. W Ie 

wilt sf.lnd a report to X.YZ. The loan. needless to say. never docs 
materialize. , ' 

The Ponzi game. Sometimes bffering prospective invcstors a return 
~f 1 to 4 percent weekly, a Ponl,i. operator convinces people that the.y 

should entrust their money to him, perhaps guaranteeing to return their 
funds after a speCified period if they so desire. Initia,! investors do 
receive their promised inter~5t at fir~t. They, spread the word. Addi-

.. tiona I inve$tments pour in, which ar'e used to pay the interest promised 
earlier participants. When "interest" payment~ begin to outstrip funds 
acquired as the result of new investments, the. time has ,arrived (or the 
POllzi opera lor t~) take his money ilnd stur! LlneW in another stale. 

Mu/ti/e~'el distributorships or pyramid sales. The potential investor 
is told he can earn large su~,s (or an initiill ou ~Iay of just' a few thousand, 
dollars, which would entitle him to a distributorship. He is told that he 
will profit'\iy 'selling the product line and especially by exercising his 
right to sell. lower-level distributorships. However, distributors within a, 
locale can become so numerous in relation to the market for the prod
uct that profits are elusive if not impossible. Also the pool of Rptential 
bur,:l?rs of lower-level distributorships is likel.,. to soon evaporate. Indeed, 
wilFi reference to one pyrumid scheme, a government agency calcuiLlted 
that if eilch .investor re<=-fuiteJ~{ ol.h~rs· .at the -il}tt;" t11G. __ $chemE;;:5- promoters 
said Was necessary 10 earn the sums promised. evu,/ person in the nJtion 
would have to be recruited within one year. Ar.long tQ~ products or 
ser\'i~es that reportedly have'been marketed in this fashion ar,e fuel Llddi
tives, cosmetics, vitamins, buying-club memberships, (ire and burglar 
aiarms, clothes, soap products, se!(-m~tivat:on ccurses .. and household 
items. . . 

Franchise abuse. In one scheme, the franchiso.r overstated tge~ earnmg 
potential of the' franchise; the cost of the franchise wa:s- much higher 
than represented; discounts for supplie:;, planned promotions, and prom
ised training did not materialize. 
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Land sale, fraud. Businessmen-especially those in the small-business 

category-and the general public are bilked of an' estimated $500-
million annually by unscrupulous ·Iand developers. T/:le administrator of 
HUD's Office of Interstate Land Sales Registration commented, "Thou
sands of people every week are being misled or cheJtcd when buyinS 
lots for recreational, retirement, or investment purposes .•.• Interstate 
l.lnd sales prorftotions are oCten conducted in a high-presswe atmos
phere that sweeps the unsophistic,lted buyer 0(( his (eet. Bciore he is 
aware lhat he has made a firm decision, he may hilve signed a sale~ 
(::ontrllct, wLlived hi!> rights to cancel that contract, \Ind stuted to m.::'"c 
pelr'ments. Lilter. if·he is disseltis(jed with his purchase. it may be too 
lilte to~honge his 'mind:' 

Among comlllon s,des Llbuses are misrepresentations about CUrient 
value or probable resale value, overstllted refund promises or agree
ments, oral or \vritten misrepresei1tLltion of (acts, failure to ioHow 

. through on promised future improvements, {eli/ure to deliver deeds ,me 
"title insurelnce policies or other important p.apers, failure to make socd 
on free vacations and other sales inducements.' abusive treatment 
designed to embarrass a customer into' signing a cpntract, bait-and
SWitch tactics, failure to provide ii copy of ~ federally required p:roperty 
Report at or before the ·time of sale. 

One case involved the owner of a small business who purchased a 
lot in the "commercial district" of a development and found, upon 

.inspection, that not even a single street existed. This is d~scribed by il 

Government ofijcial liS "not uncommon." In' another instonce, a bro· 
cl~ure "dvertised the availolbility of lots in Ll 10cCltjoojdeoli for an 
industri.ll p~rk. Payments could be LlS low as $60 per month. A ;~turn 
.of 20 percent WilS indicated. Closer examination, however, re\'eaied 
that the s'ite was not near a state or federal highwar and could not be 
served by a railroad or an},tiling else that would ,make the lociltion 

, suitabJe far ."n industr!.'lt RMk. 
Ollier fra.uds ~itnd· iliegaliiies. Some companiQS hi!\,~ been s(J·.'!w~I}' 

hurt ~y courHerfeit products, which hLlve included stereo iapes and 
'records, auto parts, and perfume. In the Ia,lter inst.ince, a suppli~r oi 
uniquely shllped perfume bottles solei qULlntities not only to tne periume 
producer which had designed the bottle bu.t <1150 to clnother com"par:y 
thilt iilled the bottles with an "f;t.lferior potion and passed them off ''"s~'" 
the legitimate product. . 

MlIny companies-and U.S, workers-="bear the 9funtua problems I! 
caused by competitors hiring aliens who have 'illegally ente'red :he " I 

country in m.lSsivc numbers. Entering the UniJed Slates at points rang- " 
ing from.New Hao:pshire t,? the Southwest, ali:(ls are ~ir~d at.substand- " 

_~.=~ ... ~ I 
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," e, 
.... d \\','££.'5 t,y l!~~crupulous cn'Jployers, who obviously I;ilin ..:In i.,,::,or
,:,,, .. ~ ~,\ ~I.~ .. , ,"" ~.' .... ~~, "'..:-,~~ ",'~""~'t' ~~~ ~~, ~::~~~ ~"1!r: :'5 Or~~!1 co~arr:~C oy 
,'\" 1 • \t'" ... , .,. '.' ,k ~ .\~ ,,'\' .)to...,',\'. 'I-' ....... ')r,. ~f.,,- "'\, ... \",?'".:.....'11\."' .............. '.,. ...... ~ .... _,:o ...... ""!'~ l:;-,~Crr.,.r::., .. tf' ~1''''''.-;. .... . , I ",. ~ ....... '" ......... _ ............. 10, ...... '.;r .101. _ .~;;;; .... , ~.c..t'\,;j 

or c:::nmv ioc(!is). 'In return for a favorable contrnct; the employer 
p<1YS <l fce 10 u:1ion officials. ' 
Oth~r firms arc injured by their compotitors' rolinnce on the iIIegill 

"er.p·z:!ise" ar.d reSOUrces of undrU\<"'orld elements. An eXc1mple' of this 
i$ referred to in a report of the New York State Commission oi Investi
g:n:cn: "Wnilt is even more sil;nificant WilS the evidence indicating thilt 

• this bU~:r.~5sman, (or rCilSQnS he r~(u5cd to Bive; \IIns btingiiig hoodlums 
into :he cor:-pnniC's he owned or contro.lled. This t!nilbled the hoodlums ,0 exercise.influence or control over the entire corporate-eonglomernte.It'~ 
. Tho impact of industriail'spionngc and tax evasion by competitors on 
ethically run e~terprises is obvious, as is being the victim of nny of .the 
many "FTC ofwnses" by which competitors may seek .ndvClntage, such 
as-
• Ind~lccme:1t of di!:criminatory priqes, promotional payments, or deliv

eri' scr\'ic~ from suppliers. 
• .~(!c:~ti· .. e. nondisclosure, s~ch as the (nil'ure to mention thnt adver

·t:::co gooas Me s~conds. 
o Fil.i~e izbclii1g. 
o l!11prcp~r Si:!:es methods, such <!s failure to disclose that the price 

quoted for a carpet refers to the. cost per squi3l'e yard. 
\I .\1isl!::ading fc:!cntifjca~iol'i of product composition-for example, de-

seribi!'1g b;udnoc1rd pa:<ct with a marble fir:'ish ilS "marble." 

Eari~' symploms of businc~s-orient.ed frauds a!1d other illegalities 
Syrrmtc"O"lSo indic<1:ive of c1 possible Jdvanc~·fC'e fr<lud include the: (ollow,: 
irg: (i) !:! !e:-:cii!i3 institution advertises Yhc ilvailnbllilY of millions of 
c:)!;ars for bun purposes ill reaso:1pblc rates, even though the economy 
is :n a p'~i;od of light mO'ney; (2) the lending jnst~tutiol1 is located 
ofi'shore or in curop~; (?) the institu,:ion's fin(l,r.cial st,1terY1entso Melt 
t;n~t:g!~cdi (~) "the niHH,.J Of the it1!'Htuthj'fi serunas rFnpr~ssiv·e-too mUct; ,~, 
so; (SI tho listed ,mot!' of :he lender ilfe nlso incredibly impres~ilvc:; ,(6) • 
r..:lmes 0; bC<lrd members ;.lre not famili:!r; (i) your bnnker does not 
h;J.\·c firsthand knowledge "of the lcnding institution; ang (8) loan appli
c.:l~ioi1s nrrive in the mnil unsolicited. 

lhc ,bst w;J:ning si£nal of a ponzi operntion is the very r·enson why 
it s')cceeds so often: the premised returns nre, "too good to be true/' 
Amr::·n:; o:her tip·offs nre these; the b~cksround nnd rt.!putntion of the 
persOn,lO whom monev is entrusted are not documented but cnn be 
"verifisd" only through hec1rsaYi clc1ir.tiS are mad~;>of little b'r no financial 

II ,C" ?~t~t'!cer In!ih'~lion Into Lf.'sitimale !!t1SIIlf.'H', Match ~970, p. 114. See also Ch~rnbcr 01 
Commeic'J of Ihe tJr.jled.S:~te), DC$~bot1k on OfllJnilf.'d Crime. 

31' ' 
(j 

" 
'I 

Ii 
j', 

'II 

•• 

.. 
, .I 

, , 

~ 
.' ." 

\ ,. •• 
riskj p~riodi<; statp.mrnt$ Jndkatlrtl; §1)1)~qr)tl.i11 fW1J.it$ PIc. nrl~~I}fJl,rnIl . 
f'fJ(Hf;'J',( tfl fI('{!(fj;;{ (?fr1rn;H.!~., Jf:!J'Ifi~(~ 1'1 WI/I/,lr,).'1 (11fI11S (/I( ,/ ',1:'1:[ 
. I'" I' ~J ,"', ,,' .. "t, djl.1~j {:JUt/!: Jt'~/~ tt.!~IS ... 
aM:.6;' (h.c l{lhal1 cinI wilard il handling the funds s~~ms to mi!kg a point 
of erentlng an nlJrc1 of personn/ a(flucnce and claims to be Investing 
money of well-known personalities. . 

The ,principal tip-orr of a pyramid sales scheme is that the emphasis 
is on tnc money-making potentiilt of selling fower-Ievel distributorship' 
:athcr thiln o~ the eJrnin_¥I~ possible (rom selling the product or Se(\,ic; 
Itself. ?ther Indlc~tors onl1i$ fr.,u~ are claims of enormous profit, from 
u relatively' smtlll Investment; h?ra-sl?lI techniques to recruit distribu
tors-pNhaps involving a series of mviv.II·lil:£> rn!!I,H;n~$ ch,'r"ctp,rli"~d 
~y t!m()tionnl "sermons," money- or HICc:(!~~·oricn:od ~()n~~, and fl'Jr
slstent nttcmpts to sign up distributors; num~(ous ploys to pressure 
or embarrass individuals 'into buying c1 distribfJtorgnip ("Those o( rO'J 
Who \yant to join, sit down-the rest of you kcep ~tar.dinl~,I/'~ tcfu~:Jh 
to tilke down Ra}'ments N:ccpt in c(lsh. The reI"ted iH~;] I'Jf ff.11lC./tiw 
fra.ud is ofton tlSSOciLltcd with one Or m()re of the preceding Ill)o()if~ .,U 
well as with the following eilrly w.1rning indic,itors:, ~, 
• The fri'lllchisor hilS jUfot s\lIrted op'cratlor\S ilnd docs not h.wo (j Ir.~ck 

re~~. ~ 
• He resists giving rou the Ilnn1es tlnd tiddresscs o( his (rJnchisecs. 
• The nnmc of the franchise is suspiciously similar to that of a 'well~ 

known opNntion., , 
~ The territory to be ·served\b}: the franchise is not' spelled out and 

profit (01 ccnS!$ are not supported by a market survey. ~:1 
• "No experience neccss.)ry" is emphasized. 
• Certi(jcd proiit iigl,lrcs of other franchisees arc not avai!ilble. 
• The frnnehisc product Ot service seen IS gimmick-Oriented or is b .. s~d I' 

on nothing more thim LI current flld. " _ I 
Art, , ..... _ ... - -f' .... I --1' if ,- -. ,I ." t. t--;.l-._ .... k·-L_--.f.;...iil.h=-*_l-'+ .... _;·._.v~L..".,;:---.::..,jr, 

PI.~;~:;dcoc~·~~;~~f~~,~~'ld·\h~~:~~~~q~~~~::at:I~~,':;Q~i-~;~~f;i~U:;~::~~:1f 
vided by luw; sntesmen Imp!y the Govecnm'ent has inspcct<!d and !: 
.el1dorsed the dc' .. elopment b~ciluse it is registered with HUO; a II 
Government-required Properly Report is not "provided more than i 
48 hours before 'IOU sign or does not contilin on the front p.1ge this II 
warning in red, 'half-inch high letters-Putl:naser'Should Read This ':j 
Document Before Signing Anything; ndvertising claims are inconsist!!nt il 
with what is contained in th~' Property Report; nn on-site insoQcticn ot 

" II 0 ij ~) 
the property is discouraged; the developer imputes fulure success to 
his current project by emphasizing /iis past accomplishments;~ey ora! 

::omise, are n.o' ,ef! ec'ed in Ine IV'?'cn contra.Cl. "~ 
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, Signs thaI il compJny's product Is being counterfeiled include (1) 

qUJlity.related complaints from cons,umers who live in sections of the 
nalion where the firm does not cilrry on mhrketing ilctivities <Ind' (2) the 
theft of p<lcking cartons or labeling equipment. . Receipt of complaints 
about products r'OU do not manufacture but bear your lubel or trilde
mark is indicative of someone passing off his products ilS yours. 

Grumbling ilmong the rank and file can reflect concern ilboilt illegal 
employment of aliens by other firms, A possible sign of sweetheart 
contracts is that wazes of a competitor's unionized workers nre con
spicuously below par in compJrison with similLlr businesses in the regio[l' 

See p<!gc i3 and Chapter VI for countermeilsures. ' Rcg'\rding sources 
o( assistilnce, see Nos. 1,4,6.7,8,9,10,11,12,14,15,16 in Appendix I. 

, . Fraud by credit card and cheCk 
\Vhat checks do for our commerciJI system todilY is the predicted role 
for the credit cilrd/computer combiniltion tomorrow. Thus, with nn 
estimated 26 billion checks used each ye;,lr and with ilbout 300 million 

" credit cards in circul<1tion, (rnuds involving these payment mechanisms 
c;;nnot be taken lightly. 

What Me the c~posurcs to credit card fri\ud? 
In contrast to the recent past, credit card losses due to fraLJd have 
reportedly declined as a percent of sales for most card iSSUers. One 
issuer reports '.iln Llbsolute decline in (raud-relilted losses despite an 
increased volume 'of business.· . 

For such iln encourilging trend to continue, however, increased 
cooperation is required among the credit cilrd issuers· (the companies 
granting the curds), acceptors (merchilnts, etc,), and uscrs (cardholders). 
All can be hurt by (rnud, Issuers are nbsorbing an estimated S100·million 
annually in fraud-retated (osses. Lost or stoten cards subject users to 
inconvenience clOd possible monetcHY loss. The acceptor who is cureless 
m<\v beilr the (in;mda! brunt of i@\,lq pndpf cert;lin dri:Un1stailc;:;S '!flg 

--2dUld e .... en be· pl.1ced\ at a. competitive dis.ldvilntnse if no lonser 

. '. 

" . 
aulhofft<!d to honor the issuer's card. . .' 

Credit cards are 'obtained- for fraudulent purposes in a variety of ways." ., 
The counterfeiting of credit cards is illways of concern to card issuers. 
even though this has occurred ,relatively infrequenUy: But there is 
considerable apprehension that as the more traditional methods of 
credit card fraud become less and less successful, counterfeiting wilt 
evolve into a major problem. The" results of a survey by ~ne group ·of 
credit c;Hd iss:ufrs are indicative of how defrauders secure their cards: 
• 20 p~rcent of (raud-related losses ,,:ere due. to th~ issuance of cards 

as the result of false applica:ions. ' ,(, 
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• 20 percent of (raud-related losses pertain to cards that were issued 
to, but never received by, legitimate applicants. 

II! 60 percent of losses involve cards that Were lost ~YI or stolen from, 
cardholders. 

· One false-application procedure is either to observe a user's card 
· number ilnd name during the course of il credit card 'transaction or to 

obtain this information by retrieving the Cilrbons of 'credit cilTd charsc 
slips from merchants' lrnsh containers. Public rccord~ are then studied 
10 gather background informntion about the cardholder: address. home
owner or renter, occupation, 'etc. This is used to appty for a card, irom 
another Issuer, A change of address is indi.catcd. Or the de(r~.uder 
might notify ,the issuer o( the cilrd held by a legitimate user that the 
latt~r is ,chnnging hi$ address-and "pleilse send me an <Idditicnal card 
for my wife." 

• Sometimes u fictitious name i.s used on the npplic:ation. Frequentl)', 
the npplicant is listE;.d as a doctor or lawyer in the beliei that issuers are 

. ' reluctant,to embarrass those in tbe professions by conducting a thorou~ 
• check. Credit references may be stores which jre known to be unro

spdi'lsive to, inquiries about their customers' credit stntus. On occasion, 
employees of cilrd issuers have been bribed to approve false applica
tions. Cilrds obtained through false applications miShl be used sufely 
for up to two months in conjunction with countedeit idenliiiCiltlo:l 
documents. 

Cards issued to, but never received by, legitimJte applicants may 
have been stolen at the milnu(acturing stage, from \hc. mails, or after 
delivery Qut before the applic<lnt opens his mJi!. Ca~ds acquired in this 
fashion often are used safely for about 28 days. '. 

Regarding cards lost or stolen (rom users, thi~ occurs mQst frequently 
in hotels or motels, according to one authority. Pickpockets. ilrc 
Nuniber 2 on the list, And thefts from'iiglove compartments of c:ars rank 
Number 3. FrE'quently, credit cards afe lost orsJelen in. restaurants and 
bilrs, Th~ mer milY_fi~~gnlmind~pl¥, Jor~Qt the __ card.nupv<\'i£~Lf:t'~Y'=' 

-liidcifundcr a pliltc or napkin in the hope, that the customer will for~et 
it. Ot the waiter may return from the c3shicr With som<:one <:lse's card, 
which has outlived its usefulness, ilnd gamble that the user will not 
note the switch. Once found or stolen, a credit card may be used by the 
fi~der or thief or s(Jld to a second party, who may be a fence. e 

Reprcsentntive credit cJrd schemes inc;lude the foltowiryg: i 

1, A merchant and a holder of a los,\ or stolen credit curd agree on a 
"purchase" o( a $500 television set. The credit cilrd transaction procelWs 
in th~ normal way, except in lieu of th~~~uniluthoiizcd, ca.rd
holder receives $250 {roern the merchant, ~Qo in turt collects $5CO from I 

t~e ~ar~ issuer, The st~re_ OWner may e"entuil,~ly C the $et at a :as~ 
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• ' 
ciscC'unt to anothlJr merchant or' to an out-of-town friend. R~portE;dly, 
at on'=! tim~ 60·&5 percent o( the "/v',om and Pop" outlets in a major 
metrooolllCl:1 ilrca were involved in tfiis type of {rnud. Such collusion is 
us:),!!:;, ci:<2o n,:, issuers as responsible fat a major portion of their 
frilt:d·rclatecl losses. 

2. After purcnilsing millor appliilnces With a fraudulently obtained 
crcdlt card,. ::)e buyer (entes them for 30 percent of their retail villue .. 

3. A waiter or gas stillion nttendilnt imprints two sets of charge slips: 
aile fer the cummt transilction; the other he fills in lilter and (orges the 
ctlrch01der's signilture. ' 

4. /, cil:r.1cr r;)ises the S7.00 total on the credit cilrd slip so thilt toe 
Stun rCJas S70.CO. 

5. A w~jtress pre~ents n bill for $50 ilnd receives cash, which she 
ooc~ets. L;sit:t\ il lost credit card, she ilccounts for th~ bill by preparing 
~ char-;c slip ('"or $50 ilnd forging the ctHClholdcr's siSlla~ure. 

6. ,.\ cilrd is ,rea ted so that carbors of the chLltge slips are not 
imprinted. • 

7. A stolen credit card is presented to a bclnk for a cash advance. 
8. Credit cnrds stolen by prostitutes nnd pickpockets are used to 

purchilsc nirline .tick'2!S, which arc sold ilt (I discount to trnvelers. 
9. St:vs il wen-known credit cilrd defrauder: "Yes, I gnve (stolen cards 

toi a lot' of Piostitutes .•.. they can use the cilrd in the mnn's name (IS 

t:,e wife, (Inc they work them for two days and they'd split the (~e
fifty·nit,' C:own the line, and sometimes I had as much as six to seven 
peop!e working different credit cilrds!' 
10. When cuds become unsafe, opercltors often give them to coop

ert:ti\'e merchants or employees, who turn them in to the issuer to collect 
the recovery nward. Or a hot card is dropped on the sidewcllk or in ,1 

terminLlI, p~rh(!ps to, be spotted by apnsserby who will try to. use it, 
C'et caught, and be blJmed for its previous unauthorized use as well. 
o . , 

I·-~-.- •. D"lne'1t·~ir-~,;j:~ Qrr.f~tHt ~~ffI ·~thv.tni!~ 
Tr.e ~~redi'~ ~a-rd -~s~;~iln b~ ~ a-I crt for lncs~' 9(1nger ~ignals: thg usual 
monthlv bill r;On1 the issuer does not arrive (ilddress changed by a 
c!:fr;Judcr, pernJj:}s); a charge slip included With his monthly bill indicates 
a total larscr [him that on his corresponding "custQfl1cr's copy" slip; ~ 
chuge slip e~dosed with his monthly bill does· not correspond with 
;)ny of his "customer's copy" slips (indicative of double imprinting, 4\t~ 
the point cf .5ale); the person behind you ilt the silles counter seems 
u:1csuaily attEmti\'e to your ·credit card- transilction. (as if to note your 
card number and nilme); a renewal cilrd does not arrive severa,.l weeks. , 

,,,,before the expl(iltion date of the current card; double imprinti'GS by the 
cashier is .. obsc:'Ved; a waiter misplaces the card, 
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And thera arc p:cnty of fraud symptoms that credit card acceptors 
can detect: 
.. Car? has expired or is not yet, v~lid.o 
" Alteration of the cMd is obvious.· 
• Card is on the issuer's cancellation notice,· 
• SiClna turcs on the CMd ;)nd charge slip arc signif!c3.ntly different. II 
.. Customer salccts his purchases r"pidly, 
o Customer's ilttire is inconsistent with the nature of his purchases or 

with the type of cilrd he is presenting (shabbily dressed person 
presents an "executive" card). ' 

18 Cud Is presentad by II youth or a drun~. 
" Cardholder asks to split his purchnse between charge slips-possibly 

in an attempt to forest.:lll "'" iluthorization call to the issu~r. 
• Cardholder il'ttempts to rush il'transaction, . 
• 'Cardholder makes purchaseS, leaves the store, and returns for more 

purchases. 
e Cardholder makes multiple purchilses-all under the (Ioor limit. 
o CnrdhoJder purchllSCS milny of the same items but in different colors, 

. sizes, etc. 
.. Customer docs not appeilr to be the type of person who lives in the 

section of the city indicn!ed by the address on the cud, 
\\ As for credit card issuf.!rs, their sllspicions MC aroused by such things 
as ulluSUJI clctivity inan account, spending inconsistent with past pat
terns, Ipnd-delivered credit card applications (perhaps :t false application 
delivered in a way to circumvent the mili! ((lIud stJtute), cardholder 
complaints about overcharging or extra chnrges, etc. 

.Using checks to defraud 
Check fraud, estimnted at 51-billion annunlly, occurs more, frequently 
and OVcr il wider area thiln in the Pilst, according to many authorities. 
Techniques of bad·check passers are varied and include the (oHowing: 

1; A man purporting to be an executive cr' a locill c,ompanycalls J '_ 

""bilnM'¥ -!ndlt~t-~!i -his ':JSSi31:itjr ·vlitJ"· iHT{VC" tMara shoi"i:·}~i-·~Ufld- --j'et-tln!·st~-·;-trflt-~·~·~ 
someone ask the assistant to (ill! him. ThE! assistant' arrives, f@ceives 
the mCSSlge, makes the call. Havins thus established his identity, he is 
allowed to cllsh what turns out to be il. counterfeit check bearing the 

. nilme ,of II local company. "\. 
. 2. I~ pllsser opens il bilnk ilcdunt by depqsiting cash and receives a ~ 
stampl6d oduplicate of the deposit slip. Relurning on the same dilY' to 
two or three different tellers at the same bank, h~ presents the dupficil:~ ,. 
deposit slip to prove that he, hilS funds to cOVer tne check he is present."", 
--~' ~.~ ~ • D • 

• F~lIurl! 10 nOle this could make Ihe acceptor liahle (or any loIS result~nl (rom the 13lt. t4e 0 

15 also liable II he (ails 10 call l~er for authorization of the Ir~nl,)c:lion If· the amount 01 
the sale exceeds a /1redetermined ~uml} • ,c • 
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ing (or c3sh. Money (ar in excess of the deposit is withdrawn·:n this' 
m.HMer. I, , ' 

3. Anolher scheme involves obtaining a sample of a bank offi~er's 
"OK:" signature or initials, wllich must appear on certilil.' checks before 
a teller will cilsh them. The passer then arrives ilt the bank with two 
checks: one is (or J small ilmount and is legitimilte; the other is (or" 
lilrae amount and is either slJlen and (orged or is a counterfeil and it 
bears~ the (orged "OK" signature. Ii.e presents the legitimate check (or 
cilshi,hg and is told by the tel/cr to secure the OK. He goes to an officer 
who does Ihis. On his \Vil)' back to the teller, he pockets lhe legitimate 
ched~ and present:. !he larger o,n:. rur cash. - . 

4. Pam?r$ esl,lblish d phony company, issue bogus payroll checks, 
and C:Jsh th,~m with local merchants who, i( they cilllpd the "company" .• 
(or c~ln(jrm'3tion, were reassured that the person presenting the check 

• was an employee. . 
5. .Raising the face amount of a legitimnte check is iI common decep-

• tion. ~Ichic\'ed through altering and/or adding to the ngures nnd word
,ing. C~nc :scheme involves ueliberntely overpnying a bill and receivin" 
a rerui)d cneck from ,:.:! r::?r1IW'~'. The, refund check is then altered s~ , 
t~ilt, ()r .~xilmple, $6,00 becomes $60. Or a passer certj(ies a check (or 

,a smaLl ilmClJnt, then raises and cashzs it. ' 
G. <lilinin!; access to the firm's (heck writing milchine, executive" , 

signatu,te imprinter, \lr,d blank checks, an employee wrote $1.1-million . 
worth (>f frau9ulent checks ar,d succcssiul/y cashed them. 

7. A bad·check artist opened silvirgs accounts in several banks, pre- ' 
sen ted worthies,S checks (all in the amount of $113(1),..doposited $80, and 
retained the bil!nnce in cash. A relilted scheme depends on mail thefts 
to provi'de information about a depo'sitor's nnme, bank, account num
ber, etc. t\ (rnuuulent check is prepMecl-pa)'Jble to the person whose 
mail wasl.stolen-and is deposi.e9 mi"us, of course, a sizab~c sum ta!~en 
c:s cash. Or a stolen check with a forged endorsement Is presented 
(or cash. 
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n. Cliel;k fta...rd OrlCc-fI?Ffith'Ca iiwoives the irnpersonation of bank 
exami"c,$., or I,w,' enfOfCC:IT.ct .. o((fel.:ls. The ImpersonatC'· requests a 
~.:positor~o wi,:.clraw (.i.ds ir. cash ~o that poss!ble teller i. reGular;::es 
can b.! vetHiec!. 

, .. -

t t , • 
'S. A,tel' openlr.s an aCCOJI,! with t!~ • .!e fraudulent checks totaling 

$1132.000, 1\1 depositor obtaineC: $1130,000 in cashier's checks which he 
cas:\(~d be~lpre the (rJudulent check~ cleared. '. 

10. "kt:~hants arc exposed t\) the common practice where a custom~r 
purcha5cs \;oods by presentinl) check:; for which there arc insufficient 
: .. nlis. ;:, el:\ucntly, such checks are f~f umo:,m{s in ~i{":QS~ of lhe pur
d,.u.!, lhcp.ttJnc~ being receiveu as C,,"5!1. Or :iucn checks may b~ 
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ptl::scnted (or cash--.1s at the check-c~shing window of it sup,mnil.kr::t. 
The ,customer presents stolen or coun,terfeit identificiltion documc' .5. 

, '11. An individual possessing stolen ,tr"y~lers checkscu"efu!ly (0 ,~e~ 
, the counlersigm.tl;ure on eJch check except the top one /jafore ask':r. n 
. hotel cashier, bank leller, etc. to cash them. He openl}' countersiu! : .:Ie 

top check in the presence of the cashic:r, then cups his h:tnd ir :rorlt 
of the checks and, wHh the cashier's vlc\v blocked, fukes the t:"~"l::r': 
signolUres on the balance. The top check is r.nlmed 1J,iC tl..! , .. ~. "i~ 
presented (or CJsh. • 

Tip-of~s ind:c~ti\'c.: of chec!< fraud 
The hJndwri Jng of the person presenting 'the check is nvt .:cnsl$h:nt 
with his or her chilmcler and i1ge. In one case, the (orgc,' ,,,,'0::- a 1:.:1 • 

:athlelic-Iooking man, but his hilndwriting was smilll and 1)rt!d~l!, H:t.: a 
woman's. And he wrote very' slowly. . 

Haphazardly set type (or counterfeit checks may conta,il, m~sp~IIEcJ 
company nilmcs, towns, etc.-for example, "seguri!y" instead of: "secu
rity." [3eware of odd spellings (or common 'n.lmes. ~" 

Oddl)' shJped num~rals mily indicJte a r.lised check-as. mlsh~ i,oor 
spacing, blots, erasures, or chilnges in Ink color or thtckness of !in\~s. 

,The payee's nnme as indicated by the endorsement is c!if(e;:cnt\(:::;;n 
the way it is spelJed on the facc of the, check. ,I 

. , .' A Juvenile presents a check. Or a leer-Jger pres~nts .. GovcirI\bc:1t 
check identified as issued (or pension purposes (;:s :ndicat<!~ 0;", :1;0: le:t 
side of such checks). I . 

,The dnte on the check is old or postdJted. Or the c~cck is j.r~,'i~r,d 
In pencil. II 

I The person presenting the check is a glib or clistiacti.lJ ·t.:ll!~cr, :s d;"er. 
attentive to people about him, or tti!;; to ru!h th!! ti.l.~SJcti'Jn !:;\!ri~IJS~ 
"I'm lille (or an nppoir,tmcnt." , 

,The' c!Jstomer is unable to provide ild~qu;:::c idc!,'~l£:cil~ic/l.· CI, 
ul.hough the signa:ure on the identification c!ocurnent rr.;:t::~.~s :ba~ ..,f 
the cLJslomeri the ph~'$~~~1 q~SC}~~Qtion indi~~,~~d by to;P' do~~~~~~!~ !~ .!t~-: .-,. 

vilriJnce with the customer's appearililce. Ortll.:' dQ~;.:.~~~t·i~::i:ut;;;;. , 
t!lC cuslomer's residence IS in a stntc ciif(~rent frb,'il t:~;:t of I~': b,·.r." en 
,,';hl::11 his personJI check is dr.lwn. i 

" ,Symptoms of possible, fraud, in connection wi:h' It'J\'e:~I;; :.i,Co.:ks 
include the (ollowing: " 

;: ,. Milny travelers checks arc", c<lshcd at one time, wh;~h is r ..... t th~~ 
typical piltt~rn. " , : 

Q Travelers checks have bC~fl counters;'gned ,in advil.;ce. , 
o .The signature ilt th'e top of the check is by (elt-tip pe.', 'perhaps used 

t: to aiter the sisnJturc so it can be more easily forged woe; th~ check 
, is countersigned. . '" " . ',' 
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• ., A :c·.· .. ·p:lct·'J it~rn is paid for with a hi~h.denamlnation check. 
., ',he P!!~~Or\ couh~er5i1;njng the check5 uses his frce hand to obstruct 

the casnier's vic'll of the procedure. . 
.. A(~cr c:cuntt;!s:gning il book of Icsitimately acquired travelers ch::!cks, 

.1 cu;~cr:-;e .. ";:.celdent.:!!l),,' drops them dn the floor, pockets them, 
u;o:cl p:od:,:::e:; z. second book of checks, which were stolen and 
!c;su;c!y cou:~:~rsiilned in advance. . , 

s:'.! p::',;~ 73 J:1d Chnpler VI for c·:)untermeasures. Regarding ~burces . 
d 1~5istu:-:-:~, see, Nos. 1, a, 14, 16, 17, 10 in Appendix I.' '. 
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. wi:h his pri'li\IC practice. 1\ ret ',iI buycr ~iso ~ 1.1ces c~ders for hCi 

, slc!e·business. 
Pil'/'menls Jre r,1ade to fi~t:tio'u:s su~pliers cr employees. An employee, 

for LI fcc, gives a customer an al!owance (or trumped-up dc(co:ts. An 
ern~lo~'ce pockets funds ol:otil:ned from c!e!inqtJent accounts and t~;ls 
his compnny thilt the debt W~5 uncollectible. A c:~rk ste:lls from incc.m-
ing r<lyments' ilnd then ilppli~s sl!bsequ'!nt remiU<lnccs on olh~r ::cm~ 

, .. to cover the amo!.H1ts stolen (lopping). A c1i$bur~cmerlts nllnascr fo'ses 
1· , a cornp<lny ch~ck to his O\,:,n or:ler and destroys the check ·.vha;: re-

l' I. turned by the b<lnk. Among mnny othel' tactks arc the follow;ng: 
Embezzlement and pilferage .' f, ,," 1\ Ovcrclmging Cltstomers and r.oc:kCliflg the difference. 

, I ' It' h' use or ' • Pnying suppliers twice <lncl keefling the s(?cond check for persoM: lIse. ::-:! !-~'~:::::.:.I,,:r f;au~ju e:tly a;:>pro;?Tlates or conver SOlS own ' , ,. \ ' 
t· ,:r ::!:i. ,':,vi'e), '~r PiCP·::;:y thilt h,'5 been entrusted to him (the custodian' j." Pocketing undnimucl wages. 
<If t~c :::::tiv r.~S:1 fund r:!mOV\~3 a few dollars and cc?vers up wit'"- a 0 Increasing the amounts of suppliers' inVOIces and approp-i3ting the 
falst! ·,o;Jch~r) .. Tna pilf.;:r::or may just take (the mail boy ~teals $10 from difference or splitting it \'{ith the suppli~rs_ 
the o>::r.n p:!!.''1 cash 00;':). r1owever/ the'net resutt is the s'ame: loss of i· t' J' ," It' Making fictitious advances to employees. 
C:15':, ·:.:::wr::;:::, t.:>ob, spare part5, raw materials, SC/ilP, machinery, office ': ," It Pilfering merchandis'e covered by doctored ·i,wentor/lim. 
s~I~,plics, ::1:: , " ,,', " ":., ", • Manipulating tirne cards. .' , 

tn :,n,:i.:l::m, ~"I importClIH o:,jcctive of the dishonest employee may be , . .. ':',., • Kiting checks, ' 
t~e;, ,)f scr ... ;c~s-'-that is, unalJthorized usc of company assets, person- ,'., ,'" '.' ... ;' . . • Overloading expense aCCOll,ltS. 
:'cI. and ilr,"lc. I " ,.' ;' . " , • Carrying employees on the payroll beyond, lh:!ir actual severance 

For i ... ,-I1 .... y o'lf;ncm:s htern>ll th~ft-whelher b~' embezzler or pil~ ,: ' clate-and pocketing their checks. 
(:!r,-i'--i$ r~3' rl:.:!::l ;:5 trc t~1Jmber 1 nrublern. According to one. observer, ", I. "', .' /) Altering a cilshsales ticket ilft~r h\incling tr.e cCPi' to a custor!'cr. 
~b:,ut 5D jlcr:ent of 1ho$e who wor!< in plants and offices stenl to a I. • ShippinJ mprchandise to an employee's cr rcla:ivc's hcmz (or I 

~r~i:~;:i or !-;::;cr e:<.:~nl. HO'Never, about 5 to 8 percent of employees' . J., ~'. " • disposal. . I 

~rc sa1d .0 ste.11 in volume. Th~ cumulative effect' is substantial. For, .' .' .'/., ,', fI Secreting' tools or products cn person, in lunch box, or in vehicle. 
exaioipl~, OM a:j~horlt\' attricutes GO-75 percent of retail inventorY ",'; " ., • Substituting v<lluable materials for scrap ceing lended on a truck. 
!.hc,·t~Go~ tl) er"plorec t:1dt.· . '.': ' ". Throwing piHered items, over the per:meter fence for retrieval later. 

ih~cnust;! ,,;1 embezzlements and pjJ(~rage eanno~ be prevented, some,. . . .' . ,,'.".. ,~Altering bills of lading to cover up partial ali-landing pdor to I 
:~u~he~~~; sc~m to operate as if none of it can. In reality, e:<tensivfl". " '; ',:-:"': .. ,:.' destination. " • 
·~r.1r·!~y~e dishonesty i:i symptomatic of mismanngement, not indicative '; , .... .' > . Pulling incorrect shipping Inbels on packages which were rewrapped 
of ';;'1 lmr.cs~;ble ploblr:m. ,I' • .' ,', " ; , : bccnuse of dllmage. . 

Hew the oilfc~cr i!.nd emne2:z!ef can hurt you •• :. .. I •.•• • Declaringincor:1ing shipments short W;'!:.l such is not the case. 
Cil,ul'lT dQ~s not ring l!~~ il sale for which the custOnl2r ha9 pilid tl~e ' 
eXuct O\' ... o~nt. A S5 shirt is rung up itS a $2 sal~. Overring slips cover., 
up cil!'hi~r's dipping into the till, Fraudulent cash refunds are made. 
C<!,j~rer Sivt!s 'an uniluthorized discount or markdown to a friend. Or 
t!lis i!i done by one departrnent m~nager for' ;:nother, on a reciproql, 
bQs;s. 

A m\1.nag~r has his lawn mowed by compnny employees on comp.any· '. 
time. A secretary uses the copying machine for her husband's at·home,: .. 
business. In-house counsel uses corpo(ate secrelari.al help in connection 
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• ';': ':.',' ", • '0 Recorclillti that an outgoing truck r,ad one r:-.<ir~ cartO:l 'than 'it 
, •• '. '" t.:, ." ,', ""ctually cnrri~ci. , 

.,,' ',I ," '::'; :~" ,'. i(emoving appliances fr0'1{<ca'\tons of outgoing shirments and sob-
'; '- stiluting bricks. '\ \1 • i' 

: • Cartylng cMtens (romshir}ping dock to par$onal car. I I' -:' 

, , .. : ,... " Enrly warning signals of embezzlement Oll1d piU~r"ge 
. '.! " ' PersoMl ~hccks or 1.0.U.'s nrc placed in p~etty ca~h funds. Vague 

" : .. 

!: reasons are given fer b,ad debt write-offs_ Collections. decline as a 
. t pcrccnta,ge of whM is due. Records are rewritten/ allegedly fof rc~~ons 

i' 
! .. . . \ : 

1 . ' i ., 
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of neatness. Inventol)' shortages are noted-perhaps Indicative o! 
fraudulent purchases, unrecorded sales, or pilferage. 

An accounting clerk refuses to relinquish custody of hi~ records 'during 
the day and works overtime regulLlrly. Standard uSLlge rates' for raw 
materi;:ds arc exceeded. A spurt in sales returns is noted-possibly 
indicative of a conceillment of Llccounts receivLlble payments. 

Sooks nrc nol kept up' to date. Sensitivity to routine questions is 
abnormally high. Customers complain about errors in their statements. 
An identical second endorsement is on sever,,1 pLlyrol1 checks-a possi
b!c clue that employees LIre dealing with LI 10<ln shark, who may ask 
reparment in the (orm of merchandise. GLlmbling by an employee is 
noted-as is his association with undcslrables. 

The: pattern of cash receipts is clifferent during the absence of the 
'. cmplo}'ce normally handling them., Collectors or crcditors ask for a 

given cmplo}\!e. A clerk is inclined to cover up incf(iciencie·s. Vacations 
. arc refused and ,promotions $hunnecl-perhLlps in fear thLlt irregulLlrities 
'will surfilce. , 

Compolny products "I:~~ar in outlets thLlt havc never placed orders. 
Drivers tLlke too much time to flHlke deliveries. The tool replacement 
rate is inconsistent with production loads. Containers of desirable pLlrts 
or mcrch,1I1dise are frequently dLlmaged. An employee purchases his, 
noon meal at the company '=Llfetcril, yet Oliways brings a lunch box to 
work. Cartons nre partiLlII~' empty in an Llrea where ollly full contLliners 
are supposed to be stored. 

An employee goes to his car during working hours, loiters in areas 
other than his own department. is overly eLlger to show the SOlte guard 
his lunch box, appro')ches the gate too nonchLllantly, or walks too fast 
or too slowly, walks too erect or too stooped, carries his arms rigidly, 
or seems overdressed. , 

See page i7 and Chapter VI for countermeasures. Regarding sources 
of a.ssistance, see Nos. 1, 2, 8, 14, 16 in Appendix I. 

Insurance fraud 
Because insurance ~o often plays such an importOlnt role in business and 
in the financial planning of countless individvalii, the reported' increLlsed 
presence of fr.::udulent practices in this area ought to be or speciLlI 
concern. Discussed first a're frauds and borderline practices whose 
primLlry vi.:tims are insurers. Second, abuses directed at the insured
whether bl!sinesses or indiiliduals-ar~ explored. . 

How CIre insurers defrauded? 
False life, health, accidcnt, and casualty claims arc major headOlcnes to 
ins~rcrs. Among the types of persons involved in {iling fraudulent claims 
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arc the claimants themselves, of course, plus often' a i'supporting cast" 
of doctors, lawyers, p'olicemen, insurance agents and ad~ustors, "run
ners," owners of auto body repair shops, hospital employees, and tow 
truck operLltors. Frequently, schemes involve links with the organized 
underworld. 

According to one estimate, about 10 percent of all claims riled with 
,'. certLlin insurers LIre frLludulent. Besides the direct economic impOlct cn 

insurers-approximately S1,s-billion yearly-ifLludulent cIOlims result in 
such indirect victims LIS polic/'holders whose premiums, on averhgc, 
may be 15 percent higher thLln would be the cLlse in the absence of 
{rilud, Innocent owners oi estilblishments selected ior fake j,Icddents 
LIre de(riluded 'into pnying quick out-of-court settlements. And emp!o}'~ 
ers of those involved in fake auto Llccidents lose the services of such 

, emplo,yees during their "recuperation period" as well OlS di~h out sick 
k<lve benefits, Therefore. cven thollgh the primolry tolrget of {.lIse dJims 
is the insurer, friluds 6f this Wpe LIre reLllly crimes against the public, too. j 

Of particulilr current concern nrc phony auto-accident claims, which 
seek compensiltion to cover <lny or all of the following: treatment by a 
physidLln or hospital; lost tfme from work; vehicle repairs; other 
accident-related expenses. Especially serious arc large-scale frLlud rings. 
such LIS those that hLlve operLltcd in several major cities LInd holve 
·involvep hundreds of people. t\ typicLlI scheme operates as follows: 

o A scout, or "runner" (perhLlps a tow truck'bperator), responds to an 
accident, "nd. if it docs not seem serious i:nd if the victims seem 
unsophisticated. he lries to cOr'lvince them to c1L1:m nonexi,stent 
injurics \lnd to press (or a ILltge settlemcnt (rom the other partr's . 

10 ·insurer. 

. . 
• Police Jre sometimes induced by the runner to permit him to disc~ss 

matters with the victims LIt the scene • 
o The runner, who may operate within an assigned territory, may 

ossemble Llbout 20 willing claimLlnts and refer them to cooperativc 
attorneys, who coordinate mLltters from thereon • 

• The nttorneys mn'y prepLlre fraudulent lost-time stil~cmcrm. ob:ain 
inflJted repilir cstimLllcs from cooperative body shops, :lnd channel 
victims to equLllly coopcrLltive doctors, who may submit bills fof' 
dozens of nonexistent visits by, and treLltments of, patients. 

• The bulk of insllfLll'\ce proceeds USUOllly are consufTI,ed'by the attor
neys, with Ihe bLlIMce Olppqrtion~d to physiciOlns, body shops, run
ners, and the willing victims. 

Operating in a Ne\v England city, one ring grossed 51-million in 
frau9u'lent claims over a three-yeLlr period. Vehicleswerc deliberatc:ly 
wr€cked Olnd used as the basis for several different' accident reports, 
and damaged {ront ends were put on otherwise undamaged vehicles. 
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In another ci:y. <luto-accident buds reportedly involved OVer 100 

attorr.'1Ys, is ru~nCjS, and SO pn'lsicillns. The following circumstances 
pr:r:<!i~o:!d to tl ~cheme in a midwest city: .' 

i. Tne r.:;:e of bodily injury claims there was more than t\vice t~"t , 
of the S:tltc u:. a who:e. and settlements' averilged SO percent higher 
than in lldjtlccnt towns. " ' 

2. A ci:y-owrcd bus compll(1)! complllined about an estimilted 100 
'nmneis tll!eged~y helping ambul"llce.chasing attorneys to collect mil
tiO:1S <In!''tJ:!i!y 101 false and inflll:ed clnims. Within two years, claims 

. re~ojt~d:y j'.lm;:l!:d to S1.2-million from 5600,000. 
3. /"~ inH::!!r of a cab company went broke when faced with a 

sirniltlr ciaim hike, 
, ..:.. Another insurer'raised its rates 25 perce~t and e;timated it would 
h;:\'e \0 incr,~a~e them another 42 percent to defray costs of doing 
business in the city. ' 
. 5. The lllr:;cst i~sura~te ~ompany in the city declared that a single 
In.w Him h.1d handled more thlln '51-million in .personal injury claims 
against thc insurer in less than a year. , ' 

6. Ins'Jreo and insurers charged that insurance fraud has been ramo., 
.pi!nt for ~o ~'Ci!iS in the city beci'lusc the legal and' medical professions 
have been ~etuctlmt to police themselves. 

Fri'luds ~g(lin5t poticrholdcrs 
In re~l!rn for $36 .~nd il little inge'nuity, racketeers and con men have 
set up numerous "puper" inslIr,1nce compllnfes over the last several 
)'cars ?t offshore lOCutions, according to a.n investigator of alien insurers, 
Sometimes manned by former .U.S. insurance executives who were eased 
C\:~ of their ;0rmer jobs bec<1t1se of mergers or other reasons. phony 
CC:'l'p~:,i!:'s have victiOli;:ed hard-pressed businessmen by selling them 
s:.:rpius line insurtlnce, Aftc::r collcctihg. premiums resultant from an 
intcme, sales camp.1ign, the pcrpetriltors vanish with the pren,:ums 
", h:ch. when combin~d with unp~id claims, amount' to millions of ' 
dollc1rs. Th'J cii$reput:lble among alien insurers also engage in the 
aC\'ance·:ee rtlcket. discussed ei'lrlier, as \ .... ell as engage in ,various forms 
of securities fratld .. 

Thilnks tp what is frequently reicrred to as inadequate state regulation 
of domestic insurers, a number have gone out of business (especially 

• casualty insurers) or have. suffered severe setbacks as the result of various 
fr.ludu:e!1t or borderline practices, including the creation of fictitious 
£IsseiS, sale of bogus insurance policies to reil:1surers, entry of inaccurate 
ac.:co:mting iigures, preparation of false input data for comput.ers, etc. 
In 'some Clses, bcnefi<;iaries of life insurance policyholders have not 
received a p~nny, or the insured have been unable to obtain proceeds 
fOi the cash value of their policies. . 
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According to one report, those insurers which are authorized to write 
only a narrow linc of insurance within a restricted geographical area' 
broaden their activities without authoriza\ion an,d then "have collapsed 
at the d:op of ,i'l. ,claim form.", ~nd unscrupulous noldlns companies 
have dramed mtllrons from their insurance subsidiaries through various 
fraudulent or c,lose-to-the.line strategems. 1'0 cover up such activities, 
the same ass!'!t may be trilnsferred' from insurer to insurer to coincide 
with audit periods. 

The indicators of insurilncc (rilud 
Tip-ofis of fi'llse claims include the following: , 
., The person :",ho "fell" or was in the "accident"expresscs il desire 

for .1n expeditiOUS settlement and, with apparent thoughtfulness, adds 
thil: he does not want to put an}'one to a great deal of trouble. 
8esldes he hilS an out·of·town appointment and wishes to condude 
matters ,in a simple fashion before leaving. His real objective, 0 

course, IS to avoid a thorough investigation. 
• :1he cl<limant seems to have. ~etained an attorney with ~xceptional 
~pced.. ' 

• CI~lmant appei'lrS extril,~rdini'lrily. knowledgeable <lbout "the c1aim-
,adJustment process. He uses the tight \vOrds ilnd phrases. 

e An injured clilimc1nt is trq>nted nt a hospital operated by his physician. 
" The doctor fails to itemize his bill despit!! requests for this. 
• The injured parties arc all treated b}· the same doctor. 
o An attorney offers to include an adjustor on his Christmas list or 

otherwisC' tries to probe the extent of th!! <ldjustor's integrity. 
• Attempts <tt, contilcting the ~l1lp!oyer of someone who is claiming 

lost time at work are rl.!peated,ly unsuccessful. 
• The signature of the cl<timant difi(irs signific:lntly on various docu

ments he supposedly prepared. This may indicate that a dishonest 
attorney mily be divertin~ insuranco proceeds to his own use. 

• The clilimant uses a lawyer·p~ysici<tn combination that has been 
implicated in prior suspected' frauds. .: ' 

. Regarding vicli~ization b~· "papl!r'·' instJrance'companies, any offshore 
Insurer should r~:se a red (lag, Set! the tip·offs listed on page 23 fo 
'advance-fee schemes. 

As for efiorts by,:holding companies to milk the assets of insur<tnce
company subsidiari'cs, one tip·off might b.e the transfer of a blue.chip 
as:et from the subsidiary 10 the pOlrcnt company, which rcolilces it 
With something of less quality. Or tho parent might purchase r~al estate 
and .sell it to the subSidiary at a substantial. markup, which reflects 

, alleged improvements: Or a cash·rich insurance subsidiary dec:lares a 
hefty div!dcnd to its s~archolders-i.e., the parent. . ' 
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S(!C palJe 80 <l,1rJ CI1<lpter VI for countermcasurcs. Regardi.lg sources '-, " 
of il$sislllnce, sec Nos. 1, 5, 9, 14, 16 in App.endix I. ' 

.' 
I. I •. ,'~ " . 

Receiving stolen property 
One of tne most underr<lteu and infrequently prosecuted of all criminals .. 
is the receiver, defined as one who kno .... ingly purchases, sells, or other-.· '.: 
wise tril(fjcs in stolen merchandise. A (wce is a pro(ession<ll receiver, ':' 

.,. 
d, •• · ! . 

·1· ..... I 
, " 
. 'j 

,I, 

· I.. ·1 · ,'. .' 
j' . ", . ~ .. · , . · , ' 

,I 

who pcrforms <I middleman (unciio,l b'l (unneling stolen pro;Jerty he ".,.: , t.' .. 
I,urchases (rom thieves to various outle,; which sell the goods to the " . 
.... :t!male consumer. (Thus the rneilt-store owner who purch<lses a, .. " . 
hijacked load of beer (rom a contact is i1 receiver, while the "contact" . ' 
:s tne (ence.) 

However, the importanc(! of the role of fences and other receivers h<ls . 
been spotlighted by the Se/1at~ Select Committee on, Small Business, ., 
whose chairm<!n put his thumb 0:1 th~ nub o( the problem: /lNot ur,t:1 . ': 
the fence's ability to market stolen goods is blunted will We ever be able 
to slay that one jump ahead of the tl'Iiev£;s plagUing businessmen.". 
Without the r=ivotal rote that fences <lnj other receivers play in the 
crimin;;1 s}'stem (or distr:!:.uting s:olen goods, most incidents 0,' ourglary, 
11iji!cking, <lncl pilfcrjng would becc..,.c ~In')ro(jt\lble ilnd almost academic 
exercises because the means by which tJ ma, ~~t the goods would be 
I:rippletl. This observation rests or. the well· proven (ilCt th<lt the objec
tive of most thieves is not the mer(.'~·."rtdi$e per se but the cash (or which 
the merchandise c(ln be sold. 

Howe ... er, uS one thief has testified, the problems created by receivers 
ar~ laq,;ely the resu!t of some businessmen growing fat <It the expense of 
many other businessmen: "The distribution of stolE'n property is not . 
easily achieved without connections with 50-c<llled legitimate business
men to l\vhorn tol (unnel the ..• stolen property that is taken each day, 
so thilt it can be resold to legitim<lte consun:ers through an olltlet t:1.11 
;$ ~ccmingl}' \c3itimate." 

OpeiJti.,ms of I'ecch'crs 
r 

t .' • 

. .!' 
Excerpts (rem recent test::'1 .. .ny on (entlng b~fore the .Sel.ect Com- . 
minee on Srnilll Business shc(. considerable light on tne scope, rnf!thods, . I. 
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ClI,d ir{;portance of (ences ar.d erinlinC'l1 receivers generaHy: ., \ .. • j , 
Chairm,m: Now are :here m..:ster (cnces in t-:ew York City? Chief (ences,' \ 

biS (ences, what~vcr you want to call them? 
~'{iL.e5s: ••• well, off h(lnJ, I know about 4 big fences tLilt Cill! come 

. liP whl! $100,000 in cash, no sweat. [Rule of thum:": (or a' 
fence to CJrn $100,OC~ he wo\;ld have to han.!:\! (rom ~7S0,COO 
to $1-01;lIion 1n stolen merchilnJise.l 
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, , . . Chairman: Four big fences that Ciln come up with $100,000 in C(lS!.1 

Witnc"s: Yes. On the OkilY level, without eV<:!n' seeing the stuff. Wilh- . 
" . . but even seeing.it. [Transliltion: I milster fences' d~ not come, . 

•• If· 'II into physical possession of, ndr"lnspect, the goods. They arc 
ill "arrangers" (or the clistribution"of the merch;'lndise, not its; 
", 'h<lndlers.) 

Chairman' Now, who generall}' pur.chases 'th~ stolen proper~y .••• ? . 
Wilness: legit pe0r>le. YOll know, stores. 
Chairman: Stores do buy? . 

.!" \'Vilncs~: Yes. The.1 you £"t :'ig stores, departr.1c_-.t sto.':::i; Yl.U ;.;o~ '" 
cuHilte stores. 

The following statement, given to the COf,)1T.ittee by" ilrl as~i!oi:::1, 
. , .. ,. district attorney of nn easterh city, i~ par~ict.:l<lrly er.lightenirg: 

"'Milck,' as we will re(er to this (enc'.!,· is a 6norne~(jke man :rr' his 
sixties who milintained three electriCill outlet s:ores .••. A;1 ;l.1aly!:s IJr 

.:: 'MOlck's' books and records revenl~d th<lt in 1970, 'Mack' purcnJscd 
stolen electrical construction m<lteriills valued at approximillelr oni!

:', million dollars, iln amount which must be multjpl:~~! in terms oi th~ loss. 
.' I 

.. ' 
to the construction industry in labor costs l delay, <..nr:! repl"':ernO:I1t of :1' i! 
stolen property. . 
. "'.'vIilck's' operation is typicdl because, as a ~'!nce, he we!.. . .: :..lty 

deal in his spccialit~·, that is, electricill constr'J.::tiv,l malerials ..•. 
"In addition, 'Mack' was also t),picill in that he acted as a cat:I)':~ 1:1 

cilusing certain millerials to be stolen at c~rtain times. \-\,h=r. r...! w;:s 
overstocked in cerlain mnlerials, he would so il~\'ise t:,icves .•.• :!ut. 
when one of his clients reeded particulM materi .. !s, ""1~::k' \·:0.:1.1 ;"Lt 
out" ·'contrilct' (or the theft of the pilrticubr i:e:m, <:.1C; tJ!(? ~:~~{ 
pains to see that his. customers, who p.:iid cilsh, w.J.J!ci rec~;ve I!.~· prop; 
(!rty at the lime reques!!?d. . 

'IGcner(llly, there appears to be a hierarc.l'y ,lIliong j.m::cs. ~cme 
(ences n1<1y deal directl)' wi:h a thief and openly ;:::1 to a b~r~r. Thi$ 
trpc of fence ... deals primarily with smilll <lr.:o:.r:Jts 01' ~ .. opcrit. ; it! is 
the 'nei3hborhood connection' .•• 

"Some fences mOlY never see or touch the sto:cn pro,1crty •••• -,'nc:1' 
transilctions arc all consummated over the telephone. This trpe G( r~n;:t! 
is known (IS the 'master (ence' •.• 

'01 • •• orgOlnized crime figures will very often 'stakc' a (ence wilh a 
• IMee. sum of money i( he will use his connections to mo'/~ slo:en 

property (or them. This. is usu<llly the rciiltionship that exists sinc.e a 
(e,1\:e,'e:;peciillly <I 'mOlster' (E:nce, of necessity has the .requirecllegit:,Il<ltc 
cqntac:s and tr<lvels in the n:£\nest business circles." • 

Fences and other receivers ceal in il Vilst array. of r.1\!(Cnilnclise: 
sccurities. steel, credit cards. forged or stolen idt:!ntificOltio" documents, 

I. '" •••• ft' 
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. ,.",,,,~,,,,u._'''_'"- ... _~,..~, ..• '", .. ,._ ....... "' ... , ,. .' 
office ujulp:r:?r.t', mC'\lt, shavers, airline tickets, shoes, clothing, al'd 
c::pp.H~!1CCS of all kines-to name it few. As lhl;! Los Angalcs District, 
l.t~omey hc'j testified: ' 

" ••. m::r:r. of tol$ mcrchnndisc nl~o goes to •.• liquor rnerchilnts who 
rely on ... cess to stofen liquor and cigarettes to ,increase their profj't 
l1'lilrzil1, Jewelers Wno mix stolen di,lTnonds in with stock which they 
bav€ !!:!C;iti;i)ute!y purchased. re.tauranleurs who serve stolen mont. .. , 

"8~C<ll!~~ IJf his (deafer in heavy eqllipmertt tires1 ability to obtllin 
'stolen ... tirt:5-which sell for as much <IS $3,500 each-this individullJ 
e!ljOT',; .:l ne: pro:i, .. nnuil!!Y of 18 percent of his gross, coinpnreci to nn 

, ilVerc(;t:: 4- percent ;:et proHt among !egitimnt~ delllers, ' 
, "O:her Q'!li~~::; for stolcn property in Los Angeles Count}' include 
wee<er:d 'r.·oVarl meets 'l,:hich il ttrilct, hundreds of peopl~ and where 
knCt·: .. ied~eab!~ buyers' can COIlt<lcl a (er':e nnd actually purchase stolen 
prop' rty w:th :dative !freedom) from surveillance," 

ctl1,cal bllsit~\'\SSI":'\:n are s'Jbjcctc!d to a double defeat: (1) they suifclr 
~h~ [m~ cf :;!c!cn goods and (:ndur~ the many follow·on dislocntion$ 
(P::.lcuc::cn ;:i;d ild,:crtising schedules rnny su((er, sillcs may be lost or 

. e=::!,y\!d, i:HU:'i\,1':'P prcmiu,l1S and decJlIctiblcs increase, etc,), <1nd (2) they 
i.1;y ha"e io ::';;'r;'Jp~d~ with firms \vhic.h Clchieve a substnntial and illegal 
l'crn::~:iliv;; ,;:dse- b}' pu;:hasing c~t-r3te goods (rom. the criminnl dis
:.,":t·'.Hic:-. S':'3t~m.'" 

.. • ,. . ~ tt.-...t • 
I t"l'~:C:; ~n~; c,,:v:r f~r:C'V~!'t- 't~ ·,...i\ng~r slgns 
,\t-,·,), ·;;r the :c/!o\vii.g tip-ofis should be E.v<lItJ?ted from two per- ), 
~i;: ,;t1vc~: (1) ~~.:o l=ossibJe intent,ionnl 01' uilwilting' decision of your 
CCJ:n;'.'i!i/r. pl:rch.:s:ng ;!~pnt or buyer to dl!al with fences (for .no other 
;'cr.sen, p-::r, .. .::s. ~r.al1 tv irnpnm mnnngciilElnt ·.vith his or her skill at ' 
:.l::li.,;n:; b~ig:Jin I~~CS); (2i the possibility tha~ competitors arc de~:ing , 

1. .'.,),;;,~ ;0;n~;lt $t.'t;; UlHeiliisl:C.illy high, performance' standards' {·'Jr. 
buy~rs 'lnd ptlicha~:ng agt:;1ts. " 

2. ~<lle5men report thnt ~US!lQmcr~ are buyir g a competitor's products 
end . se;:ir"~ them at abl'tormally low p·ices. Or cu~tomer5 st.'b
st.:mtinlly reduce orders yet seem to continue to ~ell your 'products 
at (t brisk, rate. 

, " 

3. S.:;I~smcri or customers report your p~oduct' i's being' sold at ab-, 
mwnal discounts or through .unusur,lI outlo.::ts. 

.. ' ~ 

• "t!cli:io=,~l c!~llil; an?u! (crites ~ncl olher fet~lvl!r\ ~r~ c~p~ulcd in Carso Thei! and Ors~nized " 
C,:r\1:- (r,)CIob~r '~i~l. a~Jil~~lc I,om the u.s. Covernment Pril'llin!: Orlice (70¢). Sec also 
Crill"llI;l/ f.cd:I~'ibtlrion S~'Jtcm$ and iheil (conomic' Imp,1C( on Small 8u~ineS$. Part I (hearings 
~e!N" II,\! St:'''~:c Sdect Co",min~(l on Small BusihCSS. May 1-2, 1973). Available ftom the u.s. 
Co\~rnMcnl' Prin\inE O!{ite. Sl.9S. SIOt"- Number 5270.0,1935:. '. 

.. 47 

. , 

. • , 
;t' 
I 
; : 
j, 

'I 

I, 

i 

" ! 

, 

. - .' 

, , 

, .' . , . 

, .~ 

I' 

I ,',. 
,. ,Jt " 

, "'. ~ , 
, " 

, , 

.' :,' .' 

'! "', 

.. "'. ; 
. t . 

. \ 

, 
i. 
~ .. 
I' , 

, , 

" 

" 

, . 

4. ' An unusual drop in unit costs for purch~:;cs is associ2t<:d with :I. 

.' switch from onc slIppllcr to Moth!;:r, v,'hem Ilc!tlress tums ou~ to 
be an an~wering service. • 

5. A neighborhood olltlet opens for b:Jsiness and then closes after a 
few weeks ,or months. 

6. An outlet receives deliveries which apPc<lr incol'lsistnnt with the I 

nature or the business-e.g., bulky packages delivered to j! CC;;' 

shop, 
'7. Gdods delivered to a store nre unloaded from the back of a car. 
B. A retlliler seems to have a rerpetu:l1 sale. Or i.\ store remains in 

operation after a going-out-o(-business sale • 
'9. Supplies are delivered,to yOIJr firm in cartons whose Inbels have 

been removed by 11 rClzor. I 

10. Sorl~eone oHers you an incredibly low price-in return (or cas~l. 
11. Employees arc discovered to be operating a sidc-bU$in(;!ss simil.1r 

to your own-and you am expedencing a puticu/<lrry severe 
pilferage prob:em. " ' 

12. Wholesalers stiln complainin3 about losing busin~~s to "retailers." 
Sec p.ige ao and Chilptcr VI (or countermU:lSli,'US. Regarding SOurce:; 

of assistance, sec l..Jos, 1, 2, .8, 16, 18 in Appendix I. 

Securities theft and fraud 
'As of mid·1973, sC'nle 400,000 lo~t, sto!1n, or missi~s securities c~·tlfi· 
cates worth SS,3-billion were listed in the computerized syst~m c:: a 
company cstnblishcd to enClble rnem!)er5 of the securities and (jniltidLlI 
cor.1mllllitYlo vCllldntc, withln seconds of cn~~ring &In i:1quiry, th·~ 
authenticit'y or stiltus of sccurillcs ~h(!y n<:ndte. Since thl! 13::1 st,;bscribars 
to ~his svstem represent, by volur.H! o( transactions, onl}' 10 percent cf 
the securities industry, one obsefver rl,·e,!S the total "alue of all out
st<lnding lost, stolen, or missing securities Olt S50-billk)n. How.ever, many 
othar responsible sources i\S5iJrt that (his figttfe is mud... too hieh: 
Wht:ttever the true tot;.' r1~\' b·, ,.~.-;. ':. ,rn an alc1rmin3 number of 
unaccounted securities, which nrc poter.tially avnililule for a Vilst Ilrray 
of rriludulent uses,' .' 

What arc the techniques? 
An ons!i1ught of securities thefts followed il br~akdown inman:lgerial 

, control o\icr the bnck-dficr. oper .. tions ill the !i,=curiti~s industr/. Those 
who executea thefts have ranged (roln c!:lrks actio:~ ilidepenc~ntly to 
those who rob messengers and the mails to well·organized rings, one 
of which w<\s reported as stealing about 55-million worth at stocks 
monthly. ' . . 

I Since thc ya.st majority of thefts involve the cooperation of dishonest 
employees, elilb~r<lte security precautions have been implemented in 
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m<lni' brokerage houses, ,However, thieves helve sometimes r;'a~(lsed 
to keep one £~ep elhclid of hardware, oriented measures. In onE! IOs~ance, 
se'curities were treated so that an 31<1rm would ring If somr:onc tried to 
leave the premises with ccmeea led t;ertiiicatcs, The f1rr:' dlscoven;d, to' 
its chtlg~in, that certificates could be stolcI1 by placmg them tn. an . 
envelope and dropping them in a Olilil chute located on ~le preml~es .. 
When this WilS corrected. t:,e outside mail box. in which the (,rm 

• depo$ited its bagged uutgoing mail each clay, was stolcn.. . 
To avoid detection of the(ls, coo;ierative employee7 (often. pressur,ed 

by loan Sh.Hks) c(ln warn their QUIsi,ie contacts about Impending audits. 
In one case. a brokerage hOl-se cm!)loyee alcrtr.d those who posses~ed 
AGC Bonds stolen (rom the firm th:lt an ,lUelit was sched •. tled covertng 
securities in thc A 10 M r.ln~c. Ate Goods were relurned and stolen 
N to Z securities substituted, 

A particularly effective theft m~thod entails stealing a 100-share 
certificate of XYZ Co. from Ihe vault of Broker 1 and substituting thilt 
stock for a 100.share certificate of XYZ taken from the v,llIlt of Bro.k;r 2. 
Brok~r 1 rcport3 thl'! theft-if and when discovered-but the certificate 
is sa{ely tucked ;t\'lay nmonJ ,:,::) r~Clll'ilies of Broker ~, who usuillly 
doe~ not detect the substitution because auditors frcc(uelllly only deter
mine \vhether the number of shares andlor certificates noted .on the 
inVentory records correspon3s with the number counted durmg the 
physical inventory. 

Occasionallv a brokerage house employee will give n fictitious ntlme 
to the transfc~' agent for stock that is supposed to be "delivered, out" 
to a customer, lh.::reby diverting the security into the hands of thieves. 

In addition to the aLeve methods, securities may be stolen as the 
result of house burglari~s, misdirected mail, or pure carelessness (thrown 
out in the trash), . ~ , . 

\Vhen the supply of stol('n securities is added to the number of bogus 
and counterfeit certificates now in circulation, there is no shortage of 
r.1wmJtcrinl for the commission of widespre.ad fraud, estimated at 
billions of dollars annually. 

Oi increi1Sln~ concern is the t\ldle of those who dircctlhal their 
purchilseo stock be clelivereu to' a t.ome address, receive the, certi(jc~te 
but teU the broker it did not iHrivC, obt"in a replacement, prese.I1.t.tI1C 
first certificate as collateral ror c:. Ivan, sell ,the replncement certIficate, 
and deiilult on the lonn. 

Schemes O1ayinvolvc sto:en stock in combination w;,h counterfeit 
and bogus securities, A relatively straightr~rwtlr.:.l c~se i,n~o~v;tf nine 
Americar.s and seven Elllopeans, wl,o were c"nrged Wlt~ trYJn.., ,9 (~nce 
S3.4-million in slod.s and u.s. Treasury bills S~O::'I\ Ir':', \01~ mall l a 
Liukcrat;c house, flnd a b:..nk.' The sr()up a,lso :,vsses5ed S14.S-million 
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• a.,' co~nter(elt corpora'to bonds. Some securities were sold to ba;o,ks, 
. I !,' others to individuals. Stolen certificates werc used as coHat~roll for n 
1\' . 'Ionn from a bank in Central America .. When the bank learn',d that the 

, certificates \vera stolen, it reportedly acc.epted as repl~c(.:nents $12-
million in what turned out to be bogus securities, incluc",'8 wortltless 
notes and shnres of the infamous Bilnk of Sark. 

. .. 
This cnso indieates tL~ internallonnl ((avor of many securities (iOlUds, 

• I. whkh, according to one "ource, involve a. loose.knit syndicate of about 
200 con(jdence men, al'nong others, and several hundred suspect com
panIes. As one investigator commented, "Th~re is not a de\'c:cIJed , 

. \' e..iunlry where a major stock fraud artist doesn't h<l\'<! a corllaCt." A" 
single scheme involVing three or mere countries is not uncommon. The 

, ' a 1dress book of an American speciillizing in s\:curities (:"ud COilt(ljr.t!cJ 'I 

,f p!10ne numbers of contacts in Arizonn, California, Co 1.:;rJ t.!o. ;:lorida, . 
illinois, lowil, Michigan, Nevada, New Jersey, r~ew Mexico, Nt!w York, I 

. !I', I Oklahoma, Texas, Utah, and such foreign countries as Eng(.lnd. Canada, 
:: aud Switzerland. . I 

..: .. l. A same-name (rnud involved securities resist~red in P<:r\ilma bearing 

. . \; : 
..•.. L" . 

fl 'a name "Imost ~r,lenticill to a respl":cted Canlldilln compnny, as if the 
... ' . i~.. t " Pilnamanian (jrm were a subsidiary. An inquiry (rem a brokt!r in Eng

. . ~.' land, where some of the Panamelnliln ser.uriti~s were ter,,:!orcd (or s:.le. 
.... ' .. :, . triggered an investigation revealing thai the securities were t::;c :,e:i1e 

. '. :' ~::.'" p,'esented to bnnks In Germany ilnd 5pil:n. The secuiitic:s \'.',::",~ b~~lS • 
. ': having no relationship to the legitimate Canadian film. Tha \1.i.',:i:n: 

. . ,'., ' '.: . . ,. 
, perpetrator was traced to Portu.gal, ancl the (rnud WllS s~oppt'd. I ' .. 

I 
~ 

, ., ' !logus and stolen securities ilre used to shore up thl: br.:~c.; !:h(!~IS 
: . ' ,I '. of marginal firms to enilble them to qt.:.lif}' (er 10:..:3 or :: .... ..;s or 

.. , ... .' •• ! credit, to meet asset requirements of stille rCdl/lolter}' ilg~:~::.::s, or :e: t , ! .... 
, , 
I 
I . 

:<1', . . . . 
q I 

,.,;,. estelblish an inflated sale price for a Plo~pcctit'e buyer cr " t. ... 5i.·.~ss, 
i i Sometimes these securities me mnted for sljch purposes. 

Organized crirne not only commits man)' securities {r.:luds !~s~lf uut 
also (acilltales irnuds of others by supplying them with nceded !~cur:,:es 

. \ 1 through nn efficient fencing netw~Hk. For example, within 40 hours 
1'" after $21 .. 01illion of stolen securities and trav~lcrs chec~s b:d ~~en 

" I '. , 
• *' , • 

turned over to a mob fence, some checks stJrfaced in NeW Yor:< City, 
,.... las Vegas, and in severill towns in New Jersey, Shorti, !:.ercaf~er 
I, securities were either cilshed or presented as collilteral ilt innt;s in 

. PcnnsylvilOia and Florida. Even t:Jil lly, other securities appeared in Sln I 

I 
! 

. ,'i' 
, . . .' ,. Oieno, Houston, Oklahoma City, Phocni>:, Los Ansel~s, Boston, MI.!xko 

; , "" CHy, Chkago, and Toronto. . 
. I, : Regarding il large quantity of stolen scc.:urlties, a r.·.ob.cG.,O\!et~S.r' 
\'l' fehce (who earne:.J about $1-million yearly) cilutioncd a friend to obtdn I 

.! I • . 
, stamping E.4~:;lr:r.ent bcel'~~e "you' n~~tf a starn;:> either over or under 

" 
• ". J •• 
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• hN sig')at~rc .• ~u(horized il:-:d guaranteed duly witnessed, wil.h that r~d 
a:-:c bl-J~:' Wilhout tnis fornery, ad .... ised the (~ncc, "if the brokers 
don't i.l:OW you lhey'n CJIl' the FBI," but when forged, the security 
"au~om?!icgily bc::o\.1es a negotiable instrument." • 
. 1'.;1 orSil'1i::ed crime invcstment specialist, who at th!! time of' his 
am::;t "hila over 51-million and had access to on additionnl S4.milliol1 
cf co .... ~te~l('it bO:>.ds i'.nd certifiCJleS," told the Senate Permanent ~ub
c~r:,n~::tr.:~ cn lnvcstir,.do:1s, in 1973, how he uzed stolen securities to 
~:: .. bli~h l1"i:i.~;:1 i!ccottn/s with Swiss 'brokers in order to buy securities 
{:~r PU':)0SeS of (lrbitr.,£c~-a tecl,.,i-::lle whose profitilbilily W<).s ell

h<:lV:cci by ~':S c:>r,spiring with rn~mbers of tile U.S. fi!lancit11 community 
to .::\cicl ,h~ i;,:.:cst equJlizatlOn tax, "You must Jiso understilnd that 
in th~ tl nc.JinG of arbitrage I have traded as much as 55-million of 
$t'ctlritie!> i:1 ~ sin~lc hO:Jr," 

He cC'jl~in~lcJ: "\ h,,'c !:eer. "ble to ~r.complish t-ildes and purchilses 
{\t S"'··!lz~rl,1:1c!j of securities totaling millions of dollills wilh no more 
t;1111 S'iV:),O'J:l CJ~h, My m:ltgins, (11 times, exceeded 95 percent of the 
r:llrchJ;"~ ~ri:::e of the securit:es, requL>ing cnly iive percent of my own 
f:m:h; 'and m;:ny times thut five percent was not even cash, but stolen 
t:"':.cud~{cs~" 
'R:>;~~C.·:r.S Ille h:lsic motive (or establishing Swiss.bnnk and brokerage 

;:!'CCl;n:~, Ihe investment speciilHst for orsanized crime commented as 
f~l~'''.\'''r.: I 

"Th~ \\'nob proces3 rbviously is created for cleansing of funds earned 
i!lc';a!:y, cret-ling the conduit of taking dirty monel' from the United 
;:lJ:~S, ptltlin'l it tr.rollgh the 'washing milchine' oi res;;ect,'bllity through 
Swj<s !:)Jl1ks and btokcr\lse firm,S. and then (unne\i~g it back through 
Vi'.riOtls en\crjnises and corporat'e strllcturcs both in Europe and .the 
'·1h~;'jH~$, ,These conduits then iunnel the iuncls back into the United 
~iil.:e.i to co pltlccd in the hands of ilttorneys, trusts, and corporate 
st'rvcture::, thw!by infusing the monies into legitimate businesses: A .' 

.,. . 

, ., I I ,I . 
. CIrCle IS. comp,c,'i1u. > •• 

"Al! bili1~!l"g [In S",·jtzarlnndl can be done secretively without the use 
(ji I: l'umbc:ed ilccount. Swiss b<tnks are il!lowed to trade in securities: • ' 
j:1 the Unite::! States under" bulk-type of account when they are tf\t~ing 
r~r tkiir own \lccount, and then segregate tho proceads' from ,the wldes 
~t iheir o\\'n free wilt. There is no way lInda( the present banking 
si's:~m :'or you LO identify the various partidpants or actllal owners of 
~ecuril!es thc:t are sold in this country." 

•• 'ide.! bv IIml' :one <!if{e"mli~1s. he would buy 10.0(>') shares 01 ACe ~t 5100 pcr d,;rc in 
2.'m~l'l w.:n Ihe I.no .... ttlcl\c Uut tho! sll')ck clnlnd a\ S'O~ pcr ih~rc Ihe day \Je.iotc In Nllw York: 
He would sell ,\ge (or dOle 10 SIr".! pcr shHe when II nc~1 opened in New. York: "10"len 
l"~f\ lI,c millu'tH 01 WO!~; you luve m3t!e ~ppro~lm3tcly some thirty odd Ihous~nd dollars, 
I.uumlnt: )'Ou can t'\'aQe 'hI! inlcrest equ311!J\lon la~." 
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Stolen or ccuntc.':~i~ U,!;, -;'c~suri bends a,e plJced ilS loj., collateral 

, with fcraign bar;\(s, ,\'Vh"" t"'~ IOi'n is dcr'H.:I:r:rI, ti1r: !)t1r.k sells the 
securities, which OfWl wind ur> in tt.P, United S·il~es. I/Thc~1 cnd up in 
the hMIUS of U",::uspcc:ti!1g Ctl5tome~s of variOUS brokerage :md bLInking 
fi~ms .• • /, 

Turning frcm stokn securities to worthle~s Sf.!curitics and how they 
are converted into cash. one begins to probe the submdrgod put of 
the iceberg of which securltie$ thefts constitute only th~ top. RCCCI)Hy 

concer.trMing in the I'!!!W York. Miami, rorl L~lIdcrd.:lIe. S;111 Lilke City, 
«.ld Los Angeles areas, gfOups of stock O1:lnipulators h<:ve givp.n bosus 
s(;curities, or cotnmerciol raperl a filc"de of vt1ll1e and rcspe:tabi'ity 
<llld hilve convarted vutuetcss pnper into hard cash. As il Gov~:nmcf)t 
report hilS concluded: 

"Perhups tilt! most significnnt feilture of phony stock manipulation 
schemes is the tremendous amoun Is of rnonf.!Y 'T11,l"1ipuloltors are JSle to 
arnilSS in short periods of time. Such lurge sums, quickly .ob\aiMd; 
enable them to facilitate th('ir operntions by offering ~ubstantiill bribes 
to men in nositlons of (inanciill responsibility <l1,d trust who arc. chargeu 
with the duty of protecting th'e public (rom such friludlll:mt scheoles. 

"IndiViduals involved in fraudulent sl!hC'mes • , . arc extremely mobile, 
deulins and manipulating across State ilnd international lines, bankrupt
Ing small banks, insur<tncc compallic3, ill1d stock brokerage institutions." 

The techniques by which this ca" be ilchieved .lrc· j;Jelled out in a 
compJct Government publicntion which is must-reading for all business
mcn: Conversion of Worthless Securities, into Cash,· It focuses on a 
foundation wl'')se brochure stutes, "In the truest tradition of America. 
this Foundatir:m hns had a remarkable grcwth. To rn:ll1y c10sdy asso
ciated with its progress, a mirade has occurred. Its financial strength 

. is now selid with assets exceeding twenty million dollars, ••• We invite 
othurs to join hands with us in reaching ll',osc plate;)us essential :0 the 
survivill of civilization,1I ihe real mit<lde \vas thnt any of those who i 

, did "join hands" with the (oundation survived, Despite a S20-milHon 
balance sheet, the foundation's ban"ruptcy receiver W;lS able to report I 

assets of only $15,000 and liabilities of $26-million. None~istent assets, I 
imt1ginary fin,"\ncial statements, a com/I'l <ludltor, a brochure that is (at 
best) fiction, "droit cx'chunges of wOlthlcs~ assets for worthies:; assets, 
a negligently prepared credit repo'rt, and " C~st of chnractcrs including 
finders, promoters, scalpers, a trander ag<Jnt specializing in wc .... lhless 
securities,' <lnd mnrket.makers-all these contrtbu:ecl to "one of the 
largest phony securities operations ever to come to tight in the Americ;)n 
business community:' 

• P,ep~red by the House Solcct Comm/llee on Crimo, 1913, 70 pp. J\vall~ble from lht: U.'5. 
CoYc!c"",cmt Prlllll.'l& Office lor SO .CenlS. Stock Numb.:r 5211.(0)39. 
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Bogus securities have arso been createu (1) to 'establish banks, insur· 

arote companies. and mutua! funds, and a host of olher entcq:,:!risc5 
ar,d (2) to inject a semblance of life into a variety of empty corporate 
sheils., '.' 

The themes and variations of securit:es 'fraud seem endless. The 1:1; ',: 

fol/owing are among thO;C 'not already mentioned above: 
I 

· I 

• ihe XYZ Trust Co. "docs hereby irrevoca~ly guarantee the interest 
and prinCipal paymelH of lh;s bon.J. •. ." The bond is counterfeit and' 
the Trto:;l Co. is not a brmk but a renlee; office with a telephone and 
T.:dcx locu:cd in a state that does not rCbulate how ane! by w,~om Ihe. 
~t.lln "Trust ::0." can be used. . 

" Oil anO gJ:; interests are avail.,ble. The promott!r gets a 10 percent 
cv,,1mission on lois ~a!cs. The buyers get oil-but not in aJ: ,:>reciacle . 
';t.3,llity Qr of marketable quality. 

D,'An executive sold his yacht in return for securities of a corporation 
1..1cated in the Gahamas whose assets, in (urn, were securities of a non· 
c;(istent U.S. corporation. 

It Customers ,,( a brokerage house puchased bonds but never re; 
ceiv£'d them, or sold securities and never ob'ttlin~d t:,cir money.. ' 

\I A broker creat£'s an ,artificial uemanu (or a stock throug!. ;ict'itious 
P~;Chu5CS, often throunh th~ use of durr.I11Y accounts. 

.. Forged hypoth.:::(!tion agreer.,cnts <.re ~rcsented to he!" explain: 
why securities (~iolen) offered a:; .. ollater 31 ai::l not in the nilme of the 
borrower. 

• The certificate number of a stolen s~ock H· cutefuity alter'cd bcfol'e 
being used in a frauduler.( transaction. ' 

• A legitimately purchased 1,OOO·shale certificate is pre'sented as 
col\aleral for a loan, After the bank verifies the certificate's aulhen-

I ticily, a counterfeit bearing the same n:\lne and number is s~bstiluted. 

i T:p.o(Cs of securities t:,.:!(t and fraud 
1. Stock oficred as iOil" collateral is in a stree~ name. 
2. Securities arc o!'iered for private sale at a substantial discount from 

currently qIJolo(!d prices-perhaps the desire to qui'ckly liquidate an 
estate is giver. tiS lh~ reason (or the low price. 

3. The balance :.heet of a previcusly poor credit risk shows iI sudden 
and stJb:;tant:lIl increase in securities listed ~s assets. 

. .,. ~inilncial st .tcmants of a firm contain highly questionable entries, 
s:Jch as su:'slantial mining interests, w:1ich, according to "some 
sources," are valued at $X; or $100,000 worth of notes of an 
obscure compun~' appear in the asset cc:,lumn. 

S. No cnt! has seen, nor knows anyone who ha's seen, th~ premis~s 
lJf the hl.herto ltnramilillr company you arc lh:,1king ci dzali,1g wit:" 
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.12. A credit" report on il company docs not indicate thut t:· .• ~ iieu':C5 
cited in the report h:we been verified, or, ir so, to wh;.a: p.xt.l:nt. 

13. The monthly st<ltement (rom the broker does not inclkal-.! :.:.:~ i\o 
security held in street name' WllS "delivert:J out" to you ~:; 
requested. . I 

14. The potential borrower who is of(ering ,slo~:: <'5 coll:ltcrClI ;!ives. 
a somewhat tortured C!~planatjon of why he cannot prc.cuce S<ltis~ 
fi:ctory Identification dbtumentlltioh. . 

: 15. A security is issued by il company whose name is almost, but. not 
quite, identical to a respected firm. 

. 16. The ossets of an unfamiliar firm are principally' compri~.:d oi c:,:'. 
.. ' :scure securities. ' , 

Sl'e page 02 and Chapter VI (or cOllntefmeasures. Reg3r!:!ing S.Jurc.~:i 
o~ assistance, see Nos. 1,4, 11, 14, 15~ 16, 17 in Appendix I. 
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" •• causes and overall pol~ci€3 

... '" . 

\':' jJedfic count~rmcaSUte5 for white-collar crime, such as those noted 
;:) i:-, ;:~e nt>~t chapter, Ciln be more intelligently devised and can 
;'!:il;.:?'/c be;,er r'3sults (i) when implemented by those who are aware of 
some or the CillJSes bf white-col!ar crime and (2) when reinforced by the 
types r:f plicies and pw .. .:. ..Iqrcs discussed below. 

VJhat oauses white~901la.r crime? .. 
:;.;~c 's:::tc-ccllar crime is attributable to those who are simply "rotten 
C;~~k1;'." 'j:l~S(,! ue the people who seem to have an. inborn predi~posi. 
tic:1 to dcfrwd whenever the slightest opportunIty presents Itself. 
ror~un;:t,"I\,. illdividuilis of this type constitute a small. minority (\nd 
i1.ccc:J:1t br (!. ~n~C!1l proportion 0( internal dishonesty. . 

'~nm(> "I;!'-scrs \,'hlle imtiu'llv honest, become subJ'ected to pressures _'-ZIt _ t-" "1 'i , 

or:gi:1ating outside the firm and resort to various forms of dishonesty. 
Such prC$~'Jres include unusui\l and sudden family expenses {extende.d, 
illr.(!,:s, (or l:xilmplc), unsuccessful stock mark~t spcculation, gambling 
d~::ts, loan sh,uk involvement, probler'ns w·ith· a sidc~busine5s, a drug 
or a;r.:o~"l problem, or just piain high living. Dishonest acts may be t' 

nHionaiizcd ir, <l v~riety of ways-the compnny can afiord it; the .firm i 

allow$ 'for a certain amount of dishonesty; the bu~iness can. alwJys " 
~",:5e pricr.s ~.n·:i .. in any event, ins:nance will take care of the losses. 

/\n.:.tht.-r l~~OUP of employees-usually larger than the previous t~vo " 
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,~ . 
ca:~:!O~i~s-tl:'e diverted from ethical bebavio(' by va;iou~ on-the'Job 
b:l;t~:ms: lo\'.' Llnd i!1.1dequ::ttc WClgC or ~a\ary, resentment against the 
compni1y for all~ged uniair or inconsistent policies, inordinately severe, 
di:;dp!i~c1r)' Jetions, s~bstandi\rd working conditiol1s, or a deep-seated 
!e~H:::g of not b~inb appreciated by ~uperiors. .. . 

.t. ,,: ','. ~.:, '.t 
.', } I , j.; .. t .. 

!n O:'1Q CilS~, a hospitill emplo'!ee reported th::t his salary was solow. 
tbt ht~ \,: •. 5 acttlally exp~ct~d to steal from supplies to su;:.plernenl it. 
At one comp,my, !o\ .... er·ranking employees were told to fraudulci,:ly 
In:late their expense accounts so as not to show up the {at aco:)LJl'lts of . 
lop management. Or access· to c:;ompJI1Y materials and services (o( 
personal· usc arc 'gran.ted to executives as' a reward for extra.effort, as .a ...... . 
bonus'for pcriorming an unpleasant task, or as a peace offering to salve·' '. 
defeats in policy battles or stf.1tus tiffs. When this type aT atmosphere . 
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c!::ve!C'ps, ~s;?c::ally in cr'''';u,'c~:O:,l w;'h lr o<;e ,=C'nt~=>: .. ; c ..... ;:>loyees a'e. 

.. in effc.ct, extended an open invltJtic. n to pilbr, ~Mhczzle, etc. A survey 
of businessmc:1's ethics highlighteC: the "m\lny preSSure:; for ufii!thictll 
conduct" and no led thnt "industry' environment" WJS consic;ler2d by 
responclcnU e,s "more closely. rel~ted to dishonest behavior than is 
the need (or money." 

In effect, what cnn .happen is t~ at, in contrast to a compa:1Y being 
. victimized by II few employees \."ho were evildoers from their first day 
on the job, the firm itself subjects initiJlly honest and well·moti'/\lted 
persons to a number of subtle and not so subtle pressures, so thrtt 

, misconduct is fostered, if not encourilged or even demnnded, by "the 
system." 

Key management policies, controls, 
procedures, methods 
Management must squarely face this crucial question: Is internal dis· 
honesty the result of a iew bad :lpplcs thilt exist in an otherwise sound 

. b,mel, or is the barrel itself contributing to the contamination of the 
integrity of its contents? The anslVer requires an evalua:io:1 of bask 
po\i~:ies, proccdures~ and controls-,such as t:,ose briefly noted below . 

The tole of Icadcrship 
Strong evidence supports the contention that sound leadership methods 
constitute the most essential preconditi('n for anaJ:qllate level of 
integrity within the firm. According to an authoritative survey, "Close 
examination (" o'ur dJta reve\lls a tendency in cv~ry age group. corr!· 
puny milieu, and manugement ·lcv('1 for a man to tlccept the values of 
'his superiors. This tendency ,' •. snoultl:,e acknowledged by every 
administrator <IS a P':!rt of his pow<'r (or good ()r evil." 

When asked to list tr,ose influ('i1':~s t',;\f lerld exec.utives t=> mak~ 
unelhical decisions, surve'{ respon'Jellls put the behavior of their su- • 
periors utthe top of the fist. Cnn\'ersel~l, wh-:.:n i:,kr:d what ir,jluenccs 
them to Inuke' ethicul decisions, the b·~hJ.\'ior of sl'r'u'ors far.ked 
second; in first place was .onc's personal cod~, 
: Almost anvone who ;1a; worked within t:1C ' .. :};nework d an o~ga.·.i
'ziltlon wi:'! a3ree th<-t t:1cre o:re jj)(·,ividua;s· w:'') ~ ~r'oiri~ c.: :'lg~ ie\'o!~ 

. of intcgrlly no matter what prcssu:es are c;(e,':ed on l)::!m I;.{ intern:ll 
or cxt~rnal sources .. 1.1 the other end of the spec:ru::, are :!,c very few 
who (Ire w;:ling to c:1!:l<1ge in rniSfQ:iduct whenever a r~<lsonabfe oppor.\ 

. tunity cO,'nes along. In betwecnjare a sizable majority· that, depend- . 
ing on .the caliber of leJdcrship they are exposed to, ma!<e or break 
the org'anization's reputation for integrity, These are the individuuls 
w~o, in varying de;;rees,' are most susceptible to Icaclers:,ip and are 
ready 10 So wher2\'cl' the str,eam t<lke) them. A good lelldercOln cor.~rol 

, the 'direction of the stream. . " I 
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A I!.'Jcer who is unduly authoritarian and demands (rom subordinates 
unquestioned loyalty to him, instead of to values, ideals, and star)dards, , 
runs a substimtial risk of inducing a mentality that equates integrity with 
whatever the boss says is right. Obviously, [hIs is not to downgrade the 
value of strong leadership but to highlight that a good leader, rather 
than seeking to promote und}·ing loyall}' to himself, should attempt to 
promote loyalty to a set of values which he himself 5crupulously 
adheres to and publicly espouses. 

If a superior cngilges in misconduct and this is known to subordinatesl . 
a few of the latter ma}' w~1I seek to du the same thing, knowing that, 
their st!perior cannot stop them without subj~cting himselr to exposure 
as well. 

Ferform.lllce SIJ;10.ucis 
A !'lot uncommon failure of leadership .is the assignment of too much 
work or the establishment of unrealistic performance standards in rela
tion to the quantity tlNI/or qUillity of employees. This may pressure 
subordinates into falsirying records to reflect attainment of objectives 
that are, in rea Ii!}', utopian under the circumstances. Once this practice 
qegins, alteration of records for personal' profit can be j .. ~t a short 
step aWily.. . ', 

t\ division manager, for exa.mple, is quoted as saying he is unhappy 
ovcr "strong pressures for superior resu:ts which lead to a compromise 
or per!onal in tegrity in operations." Anotl,er manager has complained 
of how "one's own ethical \Viii must be subordinated to intt~rests at 
the top .not only to advance but even to be retained." .... 

1 

' • .1.'. , " 
I Ii' ... 

I: .. .. ' 
, .. . ' 

. IIw'e'sll are I.hose in' the upper and middle st;'ata of the organ:zation. 
.where concern (or integrity may be hiUh but where significant delegation' 

.' I "I .' . 

1 f 
~ • ~ t, •• ! 

. ' ' 

'. has haltcd, and the majority "they's" arc lower-level subordinates,-whbl 
becLlu'se they have not been expected to assume significilnt responsibili
ties regarding integrity or 'anything elsel develop a who-cares attitude 
that promotes dishonest behavior and, tn'rough peer pressure, affects 
new employees as well. ." .dI 

Wli:!t ilbout clhicill codes? 
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A policy thilt merely dictates ildherence to ~hc lettIJr cf the laW' wi~1 
. prove insufficient t6 combilt white-collar crime. lilWS were nc\'~~r meant 

10 conslitute all-embracing guidelines lor personal conduct. To :;ct 
standolids of conduct ilt il level where behavior stilyS just with:n 1:1-: 
law is a policy Ihilt Cli~s in the filce of dcmocraq'l which is pltdicJted 

. on the ability of citizens to engage in self-regulation ilnd $-el(-restrill;,t. 
In a democracYI I .. ws alone cannot be regarded as even mini:nt.:r,~ 
standards to which employees should adhere. l~gal provisions c:.rl? 
appropriate to regulate only the most flagrant violations-b'Jt 1!1uch 

" more is nccessary than admonitions to avo'id gross misconduct i( w:·.Hc-
'. i collar crime is to be reduced. . 

,,', ' 
The common argument that ethical codes, as supplements to :h~ !a .. v • 

cannot legislate virtue is irrelevant. Most· would agree th..!t :i writt.:?;'1 
rule' canno~ change a 'man's henrt. Howeverl eth'cc:1 codes can :,(: 
significilnt not because they will change the internal beJleis of individuJls 
but beciluse they can make it easic., f'J r ~ocd mer. to conform thei., 

" , ' ; ',:, externtll behavior to their internal ideals. As r,~:~'; abo~·e. ~oo~ nH~n ", i· ... , J 

I '" .. ',' .' .' can slip into dishonest practices because of a defect,\,:, , .. or!: cii;.-:ilt:! 
Delegation of responsibility, authoritYI cn:d accoun!abi:ily , l.'.:'! .', to which they are exposed. A properly formulated code .,= et:1ics t:an 
Eficcti\'e delegJtion of decision-making is not only sound manllgement ' ',: .' ;., .. , .';" reinforce initial good intentions of cmp!oyees ane! cor.tr:b:.:,\! to :! 

bu~ ,lIso bood crime 'prevC'ndon. When responsibility and accountability " climate where peer pressure is a positive, ,=!r at least ne:Jt .. .:;I, :;:".c<! 
cannot be iixed, neither can blame-an appeilling situation to the dis-' ~ , promoting integrity. . 
honest emploree and an unwarranted tempta

l 
tion for Ithedwleak-:villedf' . . "j'" .,), '" '. An ethicill code tailored to the needs of the firm c<:n se: ... .:. .. : it norm 

Ho,,':c\'er, not much is J,:complished unlc~s t lere is a so c egatlon 0 ,,,' ... ' .1' '. ..,'. of behilvior to which new employees are educated by senior cmplorees. 
the requisite authority or power to fuln I responsibilities for which " '~~;.: '.,: '\' i . "1.:, and are ostracized if they do not conform. On-::~ imp!eml;!nted, t:,e 
subordinates are held accountaiJle. l;:ck of authority may foster a :', - ~ : .: code becomes a stilndard on which sanctions c<ln be cased i:nd by w:,ich 
timidity among subo,c'iniltes that manifests itself as an unwillingness 1.:) • .1 behavior can be evaluated. The code becomes a tool for.aom::->:stril:h'e 
n,:lke C:ccisions except IJY acoi'nplicat~c, process in which so milr.y " . I 

• ' ,', . conlro 'I ' 

pJr:icipatc in a given decision thut no Jne person can pe held 'e-' I !. 'i''' A common pitfall of ethical codes is that they are phrased il1 \l m3nn.?r 
sponsible (or it, ,I '!: : which mpkes them little more than pious hopes and vacuous eX:lo:Iil-

Fioilllr, responsibilitYI authora·,', and .. ccountability sl,ou!d be d,Je- \; lions to "do good." Codes should not contain general st<:tements but 
gilted 10 tho lowcst fevel of the orgal,ization consistent wilh sot:nd , ,.: I . must supply specific st:mG:lrds for conduct in specific si!uations thaI 
dccbion·n1aking .. (Ho.wevt!r, O\'e~all lesponsibility (or secur:.y matters 1:" mieht confront emplo/ees at various levels. The problem is not \vhethu 
is frequently delegated loo lar down the management 1 .. \.Ider.) T:,is \' a realistic code is possible but whether top management wiil rec!:>3nize 
tc"ds to p"eclude an unhealthy w~/t:,ey' Jichotomy-\.,.',ere the minorl~y .' : .' its desirability and then implernt'nt and enforce it~ 

! ' • ' . !' 
·1 

.,', 
(" 



-----

-,' 

• Fe: cxunp!c, the manual of one co:npany states thut every dishonest 
act must b~ rcport~d and every dishonest act shill! be disciplinetJ. 
ConWcls, of in teres I must be i1voidcd in appearance as well as in iacl. 
investments in, or c~osc friends '?mployed by, suppliers'must b<:! revealed, 
~s must cinr.er!.' und ente.rtainment paid (or by suppliers ot customers. 
Partic:ip<lnts in an expense account nClivity <Ire not permitted to author-
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, , CSlilblished pr ... .:CdllfCS for convenience or ot~cr rc;\sons. As $ome
one interViewed for lhis report Cju:"ped, "There are three" sets ,of 
sc<;urity procedures: wh;;\t they really are, what manngement thinks 
they nre, <.:,d Whill'is done by those who are suppo~ed, ,to apply 
them," 

iz.e th~ rel<lt<!d pn)'ments. What goes for one, goes for all (the inventory" 
clerk as w~ll as the president must prescnt a pass when leaVing the 
premises with packages), 

, .' " ': . Screening prosp~ctiye employees , 
Policies rcs<:rding screening pn:lspective employees vary from that of 
the air cargo COnCCrr'l which iingerprints, photogrilphs, and careiufly 
investigates job npplicilnts to the poliq' of a rr..1jor computer m:lnll-'!rr:r:!~rr.eptinc: r,.ar,ic contro:s and procedures 

Th~ decision of whether to implement controls ·and procedures by , 
\ .... hic:, tocornbat whtte-\..c!!,;f r.rtme docs. not begin with a cost/benefit 
std~' but with nn hOi1c~t answer to this qU:::$tion! Vv'hnt kind' of a ".' 

" 
con~i";::ny do yOIJ want? Hopefully, ,the answer is " company whose ,,' 
m~('l.1g~rnert s~ts and .,dheres to high sttlndtlrds nnd. <Ilerts employees 
"nil th~ public that the firm has a zero-tolerance polfey regilrding' , 
Crc.::r.::::; of i,1tegrily. Once this' basic course of actio:., is taken, then " 
!:,~ <lppropri.~te time has tlrri\'~d to decide how to utilize most effec-

.; . 

, , 

" . 
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! 
" • th'!iy t-h::- '::vrnpany's r~SOtlrcCS t::.' prevent anel detect while-colli1f criine. 

fbr~ nnt'fl !;:i!n not, such l=fforts lurn out to be justiiied not only on 
ti::: c:!::::. l:~.::t r~'anagcmcllt has a responsibility to society tlnd is l:1orally 
"'i:,lj.;,lt:d kl .(1t1r~ue them but also in terms of increased pro(its. In ".';' , " , " 

:.i:!r.; ',\'ords, (!:~rQrts to combLll white-collar crime can be regnrded as 
;; :~·:'I:t·c0n\er ,vpc of aCii'!ity: they involve costs but also genera::!' a 
l:~::;rr; I:'<:~ c.::r· ,illilrkedlr irnprove the bottom line, 

, '., 
, .. '~ " 

',' 

1''';·:,:::::..''.:!5 (oJ counter white-collilr crime should seek to achieve the' '.' " ,;', " " 
fo:tcwinJ b\il~ctlv('s: " 'i ' , 
i. ~.~:I"!r:ji4::! c:o~lpan~' e~:pos'.lrQ to individ\.lills with a precl!ipositlon' )' ~" , 'I": '.,:: ': ' 

;::7 r.cti·:~ ~o co:n;nit white-coliLlf offenses. This can be aC!lic','cd" "I'" ':' ' , , 
;or e:«Hilple, by iippropri;lte,screening of employees and by revisbs" 'I ' " 
~nC$C pcr~oMel policieS that cultivate' a "get even" attitude. .. ,~' ;,~.' .. ' 

,"!' ". 

2. ~dL:ce ;:v.lililble cpportllnitir.:s {seclI:,e1y store blal'lk checks} and ;'. ' .. 
, me~;1od; (i1ppiy the sr.paration-of-dutics principle) for white-coll~r, \ ': ',.' ' . ";~' 

-:rin,c. . • . . .', .: .. r~ . -.'.1 

i!lt:re;:~e the proJnbilily of detection when fr<lucb do occur,' such .. ,: : i', ::' '; 
as by conducting spot checks and unannounced audits. ' ". t';' " .' ,:.' 

4. Di$cip:in!! those who ilre apprehended. ' , , ' ;, 

, 3. 

S. Ob~t!iii feedback to determine if promulgated countermeLl5ures have, 

" ' filcturcr that conduc'ts no screening whatsoever Lind, relics (lxclusi\'ciy 
upon on-the-job obscrvntion for weeding out unac::ccpt(lbte workers. 

Although m\\rly public<ltions provide details on how to screen and 
investignte applk.1nts,· the legal and regulatory provisions governing 
such procedures-and goverr.ing the emp!oyment-related actions thal 
ctln be taken on the bilsis of the information gilthered-are :n such (\ 
state of ilux ,thllt the safest t;O'Jrs':! 10 follow is to cheek with bounsel 
~efor: milking decisions, 111 this Mea. The pendulum is still S~Yinging 

. In a d,rection where less and less is permitted with regllrd to predmploy
ment screening ilnd dccision-fTilk:ng, 

: SepLlr;ltion of dulies 
, Another critical fraud control is llcherencc tp t''? scra,;;.ti(m·o(-f:.mctions 
principle. More c;(ten than ilot, impler1:!nttl:ioll cf l!;is an!i!rilud me<liurc 

, will be more of a miltter of il,d::-,inistrati"€ changes than of cllsh OUIIOlY~. ' 
There are four (L1ccts to Ihis me<lSIJre; ! 

,I 

1. No indh', 'ual should h;we tot,,1 control ovcr CVf!;Y rhase of anv I 

significilnt trllnsaction Or s~n5i:i\'e jol.. (Those who milintJin in\'cn~ i 

tcry records do not particip.lte in ph)'~iu I ,:,ounts of irwcn:ory,) 
2. Wcrl( flows should p.ror.ecd (:om olle perSOI, '') ano:her so th~t,' 

withollt duplication, lhe work of the :;~cond acts ,.~ a che,:k upon 
that of the first. (Merchandise fer shipment is picked ::"1 ,one em-' 
ployee, t.:lken I,::> Ihe I{','ding C:':lck b)' anolher, and checked 0:110 a 
t~l'ck by a third7 "li of whose taliies should a3ree.) 

3, ,Those who authori::e the, u~c of a5set~ shou!:! not also ! .. ~ responsible 
(or their CI,.lstoo:!y. (Th'! invcntcry c!e':< rC!t.!ils':!~ rn'2r:ill~ nnly lJpC'r.. 
r~ceint o( an nuthorization (rom a t'CPLI:'t:n::!n t h!?ad.l 

,~. P-ecordkceping and bookkeeping ilctivities should bc separated (rom 
the hLlndling und custod)' of <lssets. (The accounts receivable clerk 

indeed, been implemented and are being properly followed by oper
ating r.~r50nner. Failure to do this is widespread and negates' an ' 
otherwise well-planned progr<lm. CountermeilS:Hes are easy victims, 
of "Cicid u,ttrition," which occurs when operatiQS per~onnel bypass 

• shollld not also open mtli! containing incoming payments.) I 
'0:", If a business is so smilll thllt there Lire not cnollgh employees amor.g 
~. . who.m to divide responsibilities in a Olanner thllt \,,'ould othcn\'ise be 

, S9 ' 

" 

::0 t 
" • for c,~Jmple. sec Rich~rd J. Healy ~nd Timothy/. 'WalSh. Indullti~1 Scculiry M1l'Jgcment. 

pp. 2'13-2,11. ,AvJlla"le hom Ihe AIT.IlIIC3!\ MaMccml!nt I\nociations, llS Wen SO SI" N. Y., 
N. Y. Prlce.s $15,75. " • 
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desirable, job rol:1 ti~n might' b~' 'considered. Or assignmen't' of dunl 
responsibility (or n given task cotilcl .. 'chieve the same purpose, 

As with any control, the npplicntion of separation-of-duties could be 
carried to such lengths tnat it creutes a counterproductive atmosphere' 
of mutual distrust nmong employees or generates such n Inbyrinth of. 
procedurt-I red tape that various in(ormal shortcuts are devised over 
\\hich no controls exist. 

,i. ,; " • 
1 " '1', ioperiltlng personnel, (l)' determine If there arc problems or signs q( 
\, developing trouble, ilnd (3) probe for and thOl1 irwestigate possible 
! ' ,: J' '. irregulilrities. . \ .' 
I ' . For example, ABC CO. pnys 520,000 monthly to XYZ for the rental'or 

" .',' .... d con'structioll equipment. A normill audit of ABC would, among other , 
. " ; ::"",!. things, involve the compnri!.or; of bills received b'y ABC with the corre- Ii 
" r" I' sponding checks sent to XYZ. XYZ mny even be sen't n notlce·requesting Ii 
,I thnt it verify the issunnce of its bills, Everything checks outTho~(:ii 

Dctee!;ng wltile-colla; crim;::-thc auc.:it and the compuler .'. 'i ,. . conc/ucting an investigiltivc orerntions audit, hO\ve\,er, might well pursue·1 

Despite rl!;JeJtcd wilrnings to the contru(y, too many businessmen still .,': , I .. the miltter further. Knowing' ~hnt XYZ subcontracts millions of do'!lnrs 
assume that a major rurposc ,"f oruinary exnminntions of finnnciill state- . ;: '. ," of work 10 ABC, the iluditors molY WLlnt to confirm thLlt the $20,000 is, 
ments by independent nuditors is' the detection cI (raud. This is untrue. '.. ':.: .' indeed. for equipment r<:l1tLlls ilnd not iI kickbnck. In c::n actual case 
Such audits are for the purpose of enabling the indeper,dent accountilnt': .; .... . where \hl,s sitm1tron prevailed, auditors clid not find the i1l1cgcd equip-......... 
to render on opinion on whether the finnncial stntemcnts are presented .. ' . ment nnd determined. that the pilymcnts were payoffs. . 

, in conformity with genernlly nc'ccptecl principles of nccounting and. .' ":. :~::.. . Therefore, the investigntive operations audit. which n1ny be conducted 
'whether such princip:es hJVC been consistently upplied in the prepJra-·. .',.,.... '.' 'by the ir.ternal stnff or by an outside firm, helps provide mJnagemenl 

, tion of the stntements covering the current period in relntion to those I :.: ..... ~.;.: .... '.: ':\:. ',. ',."~.. . ~. with feedback on the extent to ~~hich procedures ~nd controls are being 
of the corresponding preceding period. Discovery of frnud may wei, .. " , ' followed, serves' Lo deter attempts at fraudulent ilctivity, Jnd constitutes 
be n b}'product, but the norlnnl inderc,ndent iludit cnnnot be relied . 'j, . ',' an effective measure by which. to detect (rJUu. Such audits cnn achieve 
upon to assure its discovery. As n publication of the Amt';;can Institute' . , :. ;:,:;'" maximum er(eciiveness when there is good communicntion witi'l, and 
of Certified Public Accountants points oul- . .'i . ,.;,'.... . close cooperiltion among, the independent public nccountJnt. the in-

IfT;,e responsi:,i1ity of the independent auditor for (ailu're to detect ., ,:. t .. ';~: .,. vesligiltivc operntions audit stnff, nnd the compJny's securit}' personr.~r. 
fraud ••. adses oniy when such fnilure dearly results from failure to.~ ",," Owners of very Smil!! comp;nies ciln achieve n semblance of nn oper-
comply with genernlly accepted uud:ting stnndards. . .... '. ..,' ~':' -:". . ... ations audit by conducting unannounced spot checks of .operatio;ls. 

"If !In objective of nn independent auditor's eXilminatiQn were the \ ,;:' \".'" :' This could be done in conjunction with the deliberilte injection of errors. 
discovery o( at! (rnud, he would hJve to extend his work to a point .. ,..... .,: into operntions to determine if thc}' will be detected and corrected in 
where its cost would' be prOhibitive. Even then he could not give " .. '\','..,. a timely manner. For example, resubmit pai": invoices to d~lerr.lir:e if 
assurance that ali types o( fraud had been detected, or thM none existed, they are approved for pnymenl a second lime. 0' hav~ ..: :--,,-cknge pas!; 
became Hems such as unrecorded tr •• nsactions, (9rgcries, and collusive ' ..... I .. ' , .' signed by someone not authorized to do so It) see if :~,p. g<.tt: gl.u,·d is 
fraud wQuld not neeessnrily be unco\'ered. Accordingly, it is gener<llly "!'. on his toes. . . . 
reccgr:ir.ec.l thnt good internal control and fidelity bonds pro';'icle pro- ., • Compnnies possessing computers have a potentially strong weapon. 
tection more economicnlly und effectively."· ,.. II. by which to detect frilud. As one observer notes, "The computer is 

Frequently, ",,'11Im 'smaller businesses engJge outside accou~tants, the idenlly suited for detection techniques beciluse it has the potent;.,1 for 
la!ter c')tC told :0 perform limited work only-to see lhnl the books are continuously checking the smilllest de.tnils in rilndom fashion with hiSh 
kept in nccordance with the Inw, thnt expenses nre charged to the right • ., '\' frequency •.•• It is .possible to design mechnnisms that will detect 
category. and that tax ret·urr.s are filed properly. Financ;:ial stilLements I ,Ii" unusunl activities on the part of those who Me served by :he system." 
are neither audited nor certified. ..j I Once an abnormnlity is detected, this could trigger nn exception rl!porl. 

Thus misunderstanding oi~ the outside auditor's role nncl/or his under-. . I I For example, the computer could be progrnmmed to detect the 
utilization c<tn leilve firms seriously c>:p05ed to undetected fraud. What \ .' J follOwing: . 
is often required as a supplement is what might be termed the investi- I I i. ~ Out-of-chtlracter purchases or consumption of mntcrials in n depart-
gJtive operations audit. Such an audit nttem\Jts to (1)' verify that I 1 ment (fnlse purchJses from a fictitious supplier?). 
p:omulg:1ted procedures, controls, nnd poli.cies nre being followed by • I ." Payroll' expenditures in excess of what is known to' be the true 

• St~:tmenl olll'ludiline·SI;:nd~tr!1 No.1, p. 3, 

G1 'I 
I 

I . 

I ~,gu.ie. (embezz!ement?). 

I 
'f 
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.' :l ;\b.r.oriTl~! spc;1ding pattern's (stolr:!rt credit ~urd?-see the cr~dit card 
fri'ud :,ccti·:>n in Chapter V): ' 

", Unusuai trading patterns on stock exchanges (manipulation?). 
, " Cust n''1~S wr.os.e credit limits have been cxceedctl by a giv::m 

\l:r:.y..:r.t (SC;r!m?). . 
q Ol.:(-of .. iir,c ratios, slJch as raw materials usage in rclntion to L'r,its 

produi:ed (high ril::O might indicate theft of matcrinls). 
;> Sudden Ilvctuatbns, such as in expense accounts (padding?) or in 

corMlii5;.1')ns (!-;ickbud:s?}. . 
CO;";1~'Jt'~r t,;t;lilati.)n (or a.uditing and dp.tecticn purposes c'un bE: 

r.::rc=:ec.: .t:) incrr;asc substiltltiilliy in th~ years aheiJd. 

... 

Rcpo::!.,~';'Ir.; jJ~os~c!1ting whitc-collu criminills . 
C~:!"l:),-:r.i· p~!i.:ie~ regaiding reporting white-collar crimes to law 'e:1-' .. 
(.:m:e:-r.C:ilt Clnd ·prcssing (:>r the prosccution of the offenders vary {rcl.l ' 
:n ... a6abl~ ~t'Osecu!ion, cxc~pt when 'requested' otherw.ise by the court~ 
t::l lh~ proct'd~w:! oi a firm whma manJgcr s.aitl, "It is my company's 
[.'':)!icy ,:';,de .. nc cir-::umst,Hlce5 will We ever sign a criminal cornplilint 
ag;;:nst Jnyone who commits .l criminal act against persons or property 
h, our Ci:lfi'." The following Clrc among'the reasons offered by execu
tives fbr not a(~rtirtS authorities to even serious white-collar crimes (or' 
",,,:',:,=h (In~p!::! eviden(:e is available: 
'I. Th~ f;~i:'t obt<:ins r!?stirution in return for :l rromise not to inform! 

t, • 

, . 

i : 
1 'I: 
I,: " 

. .1 
I 
I· 

' .. 
" 

, . ~ t • • ... 

~. :\n ~x~<.:ut!ve covers up his. proteg~'s illegality so that chances for a.' '~ ,. 
prcmotic;"l wi!! not be tarnished. . ": ::" 

~ T~·:? company covers up an cr;nbez:demcnt {or ·fe,1r it might be found ", • 
<lc:ionahly negligent in having not detected the' crime sooner. ' ,:". "f ... 

-\. Tho cvm?~ny mil'l be :;)(pos~d to bild publicity and its imilge may" ';' 
su:,:..:r. ". " . .-

5. E;:ecutiv·~s ilrc afraid of counters~its for libel,. malicious prosecution, ,:.'" "'" 
(~tE~ \~ric:st, etc.. . ~ . l ", 

6. Thc crirr.in:t! justice process is so fraught with delay and other: , 
,:'otd-ups lh:lt ccfen'3e attorneys can prolong a case for two ye~rs . .'. 
or m~re :Jnd comtitute a substantial drain on managerial time: .',", 

i. rile! end r~5uit of adjudication will be a mere slap on tne wrist-" , 
an outcome not \vorth the trouble to achieve. 

tl. The iirm is interested only in eliminating the cause of profit loss":'" 
that is, in terminating the employee, perhaps on a collateral issue 
(poor work, absenteeism, etc.). 

9. Management feels sorry for the offender., " . 
While there can be considerable sympathy for some of these reasons':'" ' , " 

such as Numbers 6 and 7-nooe is sufficient to support a .no-prosecution" ' 
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policy and many COlli,', In t~c."se:vcs, b"! o\noi!1ht illeg.:ll. fN ~,; ... rl~l=le, 
in som~ states, ftlilure to r~por~ a felony is i~self a crim~. Ar.-:' s·ar.ti~s 
'the offender a ::,romisa not to prosecute in returr1 (or restHu~!('n c-:u'~:' 
i!l some jurisd:,=tlcns, b~ considered 'as compoun:-ji!1g i:\ c,ime, <"n ~ct 
which entails crimina.l liability. Also, such a dea.l might cmhb ·:.e 
offender succc~sFul!y to claim duress Or to assert that hi~ statem~:1t of 
guilt was not voluntary and thus is invalid, 

Acceptance of restitution may alw j'1opardize a company's r('course 
to third pilrtics, such as bank.s that ca~hcd forgeJ o;:~''',:ks or outlets t:,at 
received stolcn mcr;:hundise. Finally, if an crr'plo},er acct;~ ts rt)),i::Jtion 
\'(orn, at concc1lls a Grime by, someone ,collf.red by a blanket bond, the 
insurer may have grou:1ds to' deny future claims occasioned by this 
individual. 

Regilrding fc •. rs thcit the COr.'P~liy iml1ge will suffer by pressi~3 (or 
prosecution. thnt court actions are to':) time-c.c:1:-'l'n:ng ilnd uc bad for 
employee morale, and that thc mntter is b.:!st left to insurers and bondinl! , ' ., 
compa.nies, etc., teasscssment of this view is long past due. for one 
thi"q, an overt, well-publicized drive b~' busiress to wt!t:!d out and 
pursue prosecution of white-collar' criminals WOJld probabl>' be re
garded as a breath of fresh ilir by a public long since jed up with 
policies that cushion the consequences of brcilches of in~eg;ity. /\s a 
committee of industrial securlty officers concluded. "Experience by 
those compnny leaders who have milde the decision to prosecute shows 
that most of their (eMS never ",aterlnlized." • 

Worries over the shortcominS,fl. of' the criminal justice system shd1uld 
stimulate ef10rts to improve it," not avoid it through il' no-prosecutiQz1 

. policy. ' ' 
According to those interviewed, both \":tni .. and outside of law 

en(orcement, company (eMS of suits charging false "lid:, !ibcl, malicious . 
prosecution arc greatly exaggerated and blown way out of proportiorl 
to the likelihood 01 their occur!ronce, This is par!kulilrly true when a = 

little advance planning with ),ol1r lcgnl counsel and/or S'lr.lIrity ach';sor 
covers procedllres relatillS to iflve,tig.tting fraud, interrogating suspects, 
'gathering evidence, and determining its suf:icienc~'. 

Obviously, avoidance of a no-prosecution policy does not ncccssilrily 
imply that all ofienses should be reporte:u :0 law enforcement. which 
does not appreciate being used as i:\ collec:ion "gency. The! intent of 
the offender and the dollar amount involved are cornmon criteria on 
which ,the decision to press charges is b(lscd. Neither justice nor the 
problems of an over-burdened criminal justice s,Ystem are beSl served 

. I 

• SIlIl, Mmh~linl{ Cil/zen Powllr i.S3insl C(iITJt.t and Modctni~ing C'imin~l JUlllcc thtouSh 
Citizen Power, pllblishcd by Ihe Chamber 01 Commerce 01 Ihe Un, led Swd. . 

w .... 



" 

by reporting cvery pClly offense (the(t of pencils, paper, etc.) .to police. 
fnternill discipline should suffice In such cases. However, WIth ret:ard 

,,," 

~ ' .. 

to substantive white-collllr crimes thaI can be documented with suffi-" ,,',' 
cien! evidence, the best interests of the compa'ny and public dictate 
disdosure t() law enforcement. The policy of one firm is as follows: 
• Employees will cooperate in the inv~stigalion, -detection, and prose

cution of criminal oifenders. 
• T~,ose committing crimes will be "aggressively prosecuted." 
$ Except (or incidents o( petty theft/di~honestYI all misdemci\l1ors a"d 

(c!o:1ip.s witl be reported to police. However, police nrc not to be 
used as a collection Jgcncy. 

~ P..estitulion will in no way alter the company's above-stilted policy 
to prosecute. 

,AjvJnce planning In this area is essentilli. As noted by a group of 
inaustrial security specialists, when policies and procedures have been 
prepared aheJd o( lime, "the ccmpJny's bes,t interests and its obliga. 
tions to society can !:i(! scrutiriized quickly and thoroughly. Frantic 
rescJrch and consultJtion ca" t:,US be re .,Inced by a wcll·oiled, decisive 
machir.e a:tcnJir,g to the merits of the case at hand lhor'":"3h1Y and,' 
Yo'it;, dispatch. Questions of pr JseclIti,:m, whether rare or frequent, 
lan;e or sm~lI, \Viii tr,e,l "" ~ .. ~~ lillIe or no disruption within tl • .:! 
or§an;zation." 
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:railoring ~ountermeasures to the crime 
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. inn cont~ast to the generall~' applicable, policies O).nd procedures. o~tli~.-!c! 
I n in the preceding chapter, the followlOg co"trots nnd prevei'ltlve r .e::;. 
, ures zero in on sl)ecific frauds. However, the sllgge:stlons belc I al'e 
, presented primarily for illustrative I'urposes, Til"t is, they art! f:.' ~rcm 
complete and do no, constitute an all-purpose remedy, Th~y m\J~t ~~ 

1 buHt upon and tailored to fit the needs and di;r.ensiol's· of C! g:ven 
" , business. 

, Reducing exposure to bankruptcy fraud 
I Paramo\Jnt to implementing a preventive program to comb"t scam oper· 

ations is an awareness by your credit and ~ales personnel 0(' the tip-offs. 
I described In Chapter III. Your sales force is often .in a posHio., to 
I delect early warning signals first-such as changl!s in rnilnacem:mt, tna 
, overly easy sille, ordi~rs involving goods unrc!a~'<.C: to) th:! ccslor.i~r·s 

business, etc. 
. Next review the dollar cut-off point demarca!::.~ whc" you o,':i:r a 
! credit check and when you routinely ship the go.",J:;. Bilr.kn.:ptc( 
" planners often depend on higll cut·off points. 

. I Seek assistilnce of it credit-tilting organization. Be sure that Ih~ ::.:!:vkc 
, I you receive Involves someth~ng more than an unveJified rcpct:tib.i or 
, what the rated company told the credit bureau.', • 

" 

I' Review ~'our policy on rush orders. f( one arrives (rf.lm a'new :)ccoun!, 
do you omit a qedit check? " • 

If one of your salesmen illerts you to a chi)nge in management at a 
customer company, do you take steps to Clnd out whom you are, noW 

\ dealing with? 
r Are customers assigned credit limits? If an unusually large order 

from a customer exceeds his limit, is shipment delayed until (urt:1cr 
• in(ormalion is obtained? . 
: ! Is too much reliance placed on commissions (or salesmen's com
I' pensation? If so, the sales force may be tempted to book orders'despite 
" strong suspIcions about the ,u~tomer. . , 
. Shipping department personnel can be instructed to report destin a-
, tions that seem incompatible with, the produ~t being shipped. For 

example, a load of stereos destined (or, or rerouted to, a machine shot' 
should raise $VJestions. 
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\"'i~h r~G;:rG !o C.O.D. orders, instructions could bE: issued to drivers 
r.ot ~o .:co::~pt d,,~cks, e\'~1i certiHed checks (the "certified" stamp can 
ee, a:1d has b-::en, counterfeited). 

How to combat bribery; kjckbacks, payo'ffs 
As:ce from ethical' consiceraticl1s, there are persuusive economic' 
grounds (ilvodns implernent.1tion of antibribery policies. For eXilmple, 
cne compilny reported a sales loss of SiO-miliion during a ten-month 
l='':)riod ,,:t:::r its officers 'Nere indicted 'for bribery. Also, mnrlY 'courts 
h,'1c r~;~:J :~ 'the negative rcgJrding the question'of whether a firm 
who$c ~rr:,~loy~e hil:; given il bribe is entitled to collect for the work 
cone Qr ::,ccds deJi\'cr~d. /\ recent decision indicated that a cit~' could 
recovu S'j:1!),!)OO ore\'iousiy paid to a contr.:lctor becnuse the contract 
had b·~en re3ully ':',:l'!~d by the tilint of bribe;y, 

CotlntermCilsurcs i!ppllcilo!e 10 busin(:~s-g;:;\'n.tnment dealings 
.\\.i:~il:;~rnen! shQlI',d prohibit gifts, no matter how small" to public 
c.l:iicii::::, A giit of .1 bottle of scotcn, a free pass, or il cliscoun~ c.:ln be 
con::rr~ed .15 directed at the 5iln1e end as would be a "gift" of S'IO,OOO, 

,Cusin=~s(:s must biln tlll acti\:ities that tlr!? breaches of integrity in 
ar.~eilr:HiCE: as w'.!11 tlS in (<lct. This policy should be 'publicized to all 

'g:)vemm;:n:-.elated customers, (Of course, this is i.!pplicablc to private-
s~cror C' ~:tQ:1ters, too.) 

ror it5 :?o1r:, go\'ernrll~!nt shouid ildopt a similar policy. For example, 
a letter circui?tcd by iI city's police. department to various local busi- , 
r.eSS'~s warned lhi.!t onice;s are not to be p,i\;en a tip, gratuity, or other., , , 
!:',=~e:i~ :0; (:,£ r;,~r;orm"nce of duty. The departrncnt also implement~d ' . 
a policy ('Ii ";1 £~tjns not ohly bribe-takers but also hribe-givers. Such ,; , 
a r:.>licy sn:::u:d be .~nc:ourased by the busincss o::o:nmunity. , 

Ap~~Oi,:iilte ilc!it')n should be taken to promot~ the estab,lishment of ,': 
a H:!le"':ick commission, or, i( neceSS<lry, a city~l)ilsed ilgen~y, which is . 
i:1Sl:1nteri from pelitiC'll pressures ilnd whose primilry responsibi!ity is . : 
.'. t" ( ..... , • I 

,:.:~ H,\·.::!S"g~tIOr. U, OnlCla, corruptIon, . 
Tho~e in Ill(! pro(ession5 c<ln take immediilte and resolute efforts to 

convert their o(t~n rusty disciplinary machinery into awell;oilea.ai!pil
r\.tus, .Tc,c.:!)" for eXilmple, the ,\rncrican Bar AS50cIOltion sholl.'s strong 
signs of doing just thJ.t, no doubt motivated by the harsh conClusion 
drawn from its o ..... n merciless examination of disciplinary procedures: 

"The C:)rr.mittec has found that in some i,nstances ,disbarrcd attorneys ,'''' 
are able to continue to practice'in another !oculc; .• '. that lawyers 
convicted of s~rioui crimes arc not disciplined un til after appeills from 
their con"icti(Jns have been concluded, often a n,atler""of three or (our .'. 
YCilrSI so that ell!!n lawyers convicted of serious crimes, such as briberY 
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of a 30vcr~n'~ntl!r ~gC:j~~' c.!",k:yt!~~ :)r'! :!.b!e to ~ract~cc be~·.:-re ~~,~ v2ry 
.dt.~ncy wr.os'· rC;:JrcscOlt.:!tivc :~"7': !-JVC !:orruptec.!, .• • n. 

, Finatiy, sol'::it ... lions or pilyoiis l>~' public ofiiciills should b~ reporte-: 
to <lppropria\e lil' .... cnforcefT1ent agencies. 

Preventing bribes ilnd kic!ibacks :lmong !hosc in the rrivJt
'
,! sector 

Assure that rec:civing operations are scpariltecJ from purchasing so that 
buyers, except through collusion with receiving personncl, will not be' 
tempted to .:Iccepl short deliveries in return ior kickbacks. 

Whenever practicable, competitive bids should be required. An 
executive from outsicle the purchasing department ~hould review bids 
and inspect the quality oi incoming goods to determine if specifications 
have been met. ' ' 

Vendor~; shoulcl be informed thilt they will be granted a hCilring if 
they have any complaints about the fairness or impilrtialit)' of purchasing 
procedureS. 

Purchasing agen Is and buyers should be required to report monthly 
reg<lrding whether they have received ilny gifts, gratuities, or any other 
consicleration (rom vendors and, if so, the details. Receipt of substantial 
gifts should be prohibited. Some' companies forbid employees to 
receive any gifts, regMd!oss of value. If mnoilgemant wants to allow 
acccptance of token gifts during the holiday season, vehdors should 
be instructed to deliver them t'J th(> ernplo}'ce's business address, not 
to his home. 

If a supplier other th.1n the low bidcler is selectcd, the: r~ilsons should 
be rlocumented and sent to top management for review and approv.,,:, 

Purchases fromiinLlncially shaky suppliers s:10uld be prohibited with
out written ilpprovill of top m<lnagem~nt. 

If possible, a "shifting system" for purchilscs should be utilized
that is, rotat~ p'Jrchilsing agcnts a.,rl S;II:~'iers peri:Jdic.:II}'. 

Instruct employees to refuse lind t: ,?i. "'pOI. ;>r.y demilnds by cus
tcmcrs for pilyoffs. Policies pertaining to WI', :-'~I,y .; "~. gr<1t!Jities, etc., 
to employees of other firms shou!cl be s~rict, If (,', ... r:'i"ding of 'c~:e:l 
sifts is permitted, reports should ue required r~garding the d~scri;J::on 
of gifts sent, their value, ."rld the rec'pi~nts' nilmes, titles, <'nd ofike, 
acldr .;sses, 

When il buyer's tastc1 rather than a set of s['lzcificatiut1S, must 'ent~r 
, into the J:urcha:;ing decision--as i.1rctailing-onc Wily to discourage 

kickbacks is to set high standards of ~ ?rformance. Buyers whose lines 
sell <.1re rewarded, while those whose purchilses too often wind Ui' i" 
the bargain basement nre 'dealt with accordingly. .Indeed, objective, 
visible; <lnd measurilhle pcriormance stilndards (or personnel throllghout 

• Amcrlc~n OH A550cl~\ion ~PCci31 Commillce on EvaluatIon 01 Oisciplin~ry Enrorc~menl, 
I'lob/~ms Jnd Rc~olllm~ndJlions in Discil!linul' En(orccmcnl, June 1970, p. 1. ' 
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• an~' orgilniziltion Coln help preclude payoffs to superiors either for an 
undeserved promotion or for a cover.up of inferior work or short hours .. 

Development and monitoring of ·standolrd costs andlor usag-e rates 
can h'e!p deter kickbOlCks in some areas, For example. f,,:r1y accurate 
projections (or fuel-oil consumption in relapon to outside temper~t~re 
can discourage your jat1it~r or boiler room personnel from recelvtng 
kickbacks for ucccpting less heating oil than inc/icated on the bill from 

,. the oil di5Iribut_or. ' 
Policies should be developed to mJintolin un arm's-tength relJtionship 

with uniOn> and sources of fin,1ncing, 
Bribe p<Jyments ure (rcquentl~' ''l:l~':)rd~d ".'<; the books as "commis

sions," and honest employees Me occJ~ionillly duped into believing 
the payments Jre legitimJte. Procedures should be devel,oped so thut 
milnagcment is alerted (1) when payments of "comm'issions" are not 
r;locumcntcd by the usual paperwor4. such JS cJnceled checks Jnd 
invoices (often bYPJssed if a payment is illegal); (2) when the alleged 
commission5 ilre not in line with Widely recognized trade prilctices; 
and \3) when the p,'yments arc made through banks not used in con-

" neclion with normal tran~actions of the business. 

!.,;ountering camputet-I"elated crime 
An authority on computer crime ~<lS observed that the "possibility of " 
exposure reprnsents a, re~1 threat to the computer criminal, \ .... ho h<ls an 
investment in his professional IHe that wOlJld' be ruined if his acts. 
became know~ to his associates. For this reason detection should get 
at least as much uttcntion irom the system designer as prevention."o 

Devclopment and eiicctive implementation of such measures are 
put:cul.1r1y import<lnt when one considers the exp.losivc growth in the 
number of computers, minicomputers. and remote terminals predicted 
for the next six years or so. The importance of appropriate counter· 
meJsures is further un'derscored ,by the pivot«1 role assign~d cOrylputers .; 

, in the herJlc!ed less-ca~h, less-check $ocietr, involyi'ng ilS it might the "'. 
electronic tra(1$ier of funds. With this in mind, wilrnings regarding 
threJts to tcleprocessing assume added importance. 

The number and ~ophistic<ltion of protective measures to combat 
various threals depend on several (actors, such <is the type df computer 

• system' (b.ltch or integrated, in-house terminals a? rer1!ote terminals, 
etc.), tr.·~ sensitivity of the dJtJ (the seriousness of disclosure or alter
ation), the principal applications of the computer, and the reliubility 
of the users. The (ollowing me~sures are illustrative of various types of 
controls. 

·O?nn B. Pu~cr. "rroCile or ~ Computer "r(mlndt," C?JtJ ·.\t~MgCmcnt, July 1973. (Reprinted 
from tMtllfMnl$ in romonow. Sun!o,d Reselfch Inslitute.) 
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'Overall procedural guidelines 

. Separation of responsibilities' is a basic' control-e.g., programmers 
should not also be computer operators and vice versa, of course. A 
possible alterniltive is dual control over ,certain functions, an approach 
that would help avoid proliferation of narrow, uninteresting jobs. 
Rotation of programmers and opcrators among difierent programs Jnd 
machines is u possibility, too. , 

Computer oflcrations must be independent of. other depurtments
e.g., EDP personnel should not have access to SUch assets as cilsh <lnd 
inventories and they should not be in JI. position to <l.uthorize checks, 
purchJse orders. shipping documents. alnd the like. 

Require EDP personnel to take their vacations-bopefully during a 
period covering month-end activities, 

Use or computer equipment. particulilrly when overtime is involved, 
should be b~' explicit permission and .recorded as such, 

After-hours process:,g should be .sl,)bject to the sume controls and 
procedures that arply during the norrJ.,al work day: . 

, TmnsOlctions that Jre listed as exceptions because they did not pJSS 

onc or mOre control points should be investiguted and resorved promptl}'., 
Unexpluined stoppJges or interruptions should be logged, as should 

ef(ors <:Ind action taken. 
Physical and data security measures should be reviewed and audited 

periodically. 
Access to computer facilities should be on a need-to-know basis • 

Progrilrn-rclJted con(rols , 
Programmers should give written-not orul-instrl,lctions to c~mputer 
operators.' ' 

Programs should contain.<l stJtement of owner$hip. This will help 
deter program thieves or, if not, will facilitate their later prosecution. 

Controls \i,'rittr:n into programs should not be indiscrimin;;tely over
ridden. Ovcrrides should be reflected in exception reports. 

The responsibilities of \wiling. ilUthoriling, modifying. and running 
programs should be separated whenever possible. 

Threat-monitoring Ciln be built into progrilms whereby suspicious 
deviations from standurds or from normal p<ltterns Coln be detected and 

,recorded in exception reports. If, for example, the weekly p.:ayroll is 
$150,000 but the total came to $1i5,OOO, the program could Ciluse· this 
(uct to ilppeilr in a speciill report. 

EDP auditors should be conslIlted regarding appropriate tests and 
checks to incorporilte into application programs. . 

When pOSSible, divide ·responsibility between two or more persons 
{or the maintenance of programs vital to those appiications that could 
be (rJudulently manipulated. . 

o 

70 



Malntilin an audit trilil of changes to programs. Documentation of 
prc::;rams should include ;l written record of all chnngcs, reasons 
th~rcfor, cia:!!s, 1lIJthorizations, arid cross references to other affected 
pro.:;rams. ' 

Program debugging should be scp:1rated (r,om production activity. 

Data cQntmls: input, outpul, r.lpCS, disks . , 
Documents sent to tne computer room for input piOcessing shouJd be 
acco''::-I:,~d for.....;that iS I the number sent is compared with the number 
rp.cei,,·ed. 

Corrections en source documents for input, processing shotJi~ be 
mJdc by, the originating department only. 

R!!t.:lin sot:rce records for a sufficient period so they can be related 
to outp~t documents if net:~~sary. , 

Veneor checks, payroll checks, and other negotiable, items, as well 
as irr.port.:mt forms (e.s., purchase orders), should be numbered 
sequentiJliy. 

Errors in processed data spotted by user departments s!10uld be· 
proi.1pt!~, reported to the appropriate person or group within the EDP 
!aciiity, ,. 

A method of controlling both the number of records processed and 
the accu~<!c}' of the proce~sing itself involves the development of various 
totals. 8,' cetNrnining the sum of purchase order numbers, stock item, 
numbers, account codes. etc., and comp<lring such "hash" totals (rom 
tim~ to time thW'Jgno,ut the processing, various errors (omissions, 
dupiicate proce~sing, etc.) can be detected. Sequence checking can 
cet::ct Sill'S in seqv!!ntial numbering (as might occur in a check-Writing 
rUrl·· ane dUiJllc<lte numbers can be located. 
. Ot:tp~t should be logged and stored in a secure fashion u~til routed 
to at:tho;il~d recipier.t~. 

The t"pe 2nd disk library should be either manned or locked, and 
accotsnt.\ol!:ty ior the maintenance of the library should be i..:!.~:Hly fixed .. 

A physical count shpu!d be mnde periodically of the invent~ry of al! 
tapas, disk fHes, piOsr.lms, and ~upporting d,ocumcnts. 

Hew do )OU 5afcgu\\rd d.lta communications? 
Consider use of machine-readable cards or badges by which 'terminal, 
users can identiiy themselves to the system. Collect such cards at the 
ene! of each work period. ' 

Passwords end individual security codes used tc? identify terminals 
and their users, respectively, ,should be ch~nged peri09ically. 

Relati\'el:1 new devices by whith to identify terminal users are 
prool.)CIS enabling recognition o~ fingerprints and hand dimensions. 
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At sign-off, terminal users CCluld be required to Indlc.l:e when t~ey 

will return to an active status. Entry attempts during the interim are 
thus fI:lSgcd as those by possible impersonalors. 

If data are considered highly sensitive, scri!mblers and cryptoGraphic 
devices could be used to safeguard the privilcy of iniormalion during 
transmission. 

The computer could be progrnmmcd to disconnect terminJls aft'~r 
a specified perio~ of inactivity by lhe tcrmin~! user. This helps guard 
against problems cnused when a user leaves the' terminal without 
signing off. 

Devices and procedures n're available to limit access of a valid 
terminal user to certain (iles only, to allow him to read certain ·{iJes 
but not to modify them, etc. . 

Lockwords, which .I terminill user can chan~e at nny time, can protect 
his file from being read by others. _ 

The system could record unsuccessful attempts by terminal users to 
gain entry to the computer-e.g., invalid codes, requests, to access files 
that the terminal user is not authorized to use, etc. Users could be 
automatically disconnected;;in Stich cases. 

Th~ audit of WP operations 
An essential component of an earl'y warning system (or the detection 

. of potcntiillly destructive frauds is the Ebp operLltions audit. According 
to one source, "EDP is of such economic and proceduriil importance 
that probllbly no system other thal'1 the financial one should be more 
heLlvily audited." 

Such audits rn:JY' be performed by LIn internal group, by an outside 
organiziltion, or both. In any event, the ED? auditor is a combinatlon 
accountant-program mer-computer anLllvst and functions as a friend!" 
gadfly or devil's 4dvocLlte. He keeps the datn~processing sta~f alert by 
probing, testing, at~.d eVLlluating ~rocedures, controls, audit trails, safe
.guards, progTLIms, s0curi t1', etc. 

Since compulers ha~e become such an integral part of both Snk1t1 and 
large bu~iness enterpilses, the American Institute of Certified Public 
Accountants has recogni7.ed that skills Oldditiona\ to those needed ior 
audits of non-computer systems are necessary. 

Members of the ncco\.Jnlil1g profession across \he country have been 
alerted to the necessfty of acquiring these Lldditional skitls. Also, the 
AICPA provides training programs and source$ of inrOrm<llioll as weil 
as leadership by providing solutions to the computer audi,t probfem . 

Businessmen should check with their public account.ants to determine 
J.(, .. they are quali(ied to hand.le computer audits. 
; Audits should be scheduled at appropriate intervals •. During die 

interiJII period .. ~hc EOP system and' its personnel could be monitored 
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on a random basis, which would 't~m<.l to keep the potentic1l. computer .. 
criminal off-balance and stimulate or heighten fear of detection., " ' ' 

Combating consumer fraud,. 
illegal competition, deceptive practices., 

Th!: mo:;t effective measures I;y whie:, businessmen can help prevent 
and comb"t frauds and other itlegalit:es c!irected at consumers by the' 

. : 
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i 
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.1 
I 

":' I:: 
, \ 

unethical arc those undcrtilken through collective action. This npproach .. 0.:;,' 
is outlined in Chc1pter VI. However, there arc a number of appropriate.' .. :,., '" 
Gue?,tions pertaining to intern. I oper:l~i.ons that mnnagement can nsk . , ' ... :. "i ~ .', 
itsCJi: .. ' ~; , \l. ! 

1. Are s"Ics floats and other perro. mance sttlndards so dir:icult. to .' I 

nchicvc that t~ey encourage us.! of deceptive practices against:. .' 
COilsumers? 

. ~ ., 

.: .. 

.2. Do complc1ints from custtJmers receive intelligent evaluation in ',' ;i, :: :, :: " 
terms of hON they n'l:!;h~ ue indi:ative of borderline tactics? ' "', .': .:' " 

3. H sale:smen or other crnrJloyees spot signs of consumer fraud , , I "". 

with:n t;,e 'industry, such as price fixing, are they instructed to ... . .'." ;,1. " , 

report this to r.,~nc1r.:!mcnt, W:II:> in tl'm inform "'e prc~er· 
authorities? "', 

• 4. Are safes personnt!i so d1pend<:. n upen commissions ~hat they 
might be tempted to empl.)y dec,)pt;on to secure nn order? ' 

'5. Has the comr..::n'/ ':_j.:j1or:cd nnc: e,1couraged the creation of a 
COllS11mer protection unit Within fhl:! ~::trlct attotney's office? 

6. Docs the firm encourc1ge feedbc1(:k from customers? 

:, i • 

'.' .j. t 
I ~ ! :. ~ 

,'. 

, : . ~ .. 7. Does manc1gement from time to' time take .a firsthand look at 
" operations to compare printed p,olicy and procedures with what' "'.:, '.: l:;:~ . " 

actually gees on 7· .' 
8. If the (jrm employs il d~bt cCJllection agency, are its t,lctics "i • 

aboveboard? . '" 
9. Do management personnd atterild the occasional seminarsilnd ", ,!, 

conferences conducted by FTC t'egional offices ('0 inform com-.;· " 
panics of 1:1e scope or the Comn,ission's role? 

. 10. Arc infortnal 9pinions from FTC: regional offices, or the more 
formal advisory' opinions from the Commission itself, r'!quested to ! ' 

obtain guidance on the legality lof proposed action or practices 
contemplated by the company? 

Regarding the competitive illegalities and deceptive practices aimed. 
at those in business and the professilons, ilIustrati~e countermeasures 
are as follows. , 

Advance-fee frauds. Do not seek ~pans through brokers who dell 
With offshore or other foreign lend~~rs unless detailed in'vestigation , 
reveals the legitimacy of such sourcesbf funds. If the in~tit..!tion oHers . 
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you a Dun & Br~ldstrect report purporting to substantiate its financial 
statements, obtain' independently another 0 & B report ,and, If one 
exists, compare the two. Do not deal with any lender who is not 
prepared to provide an audited financi::!1 statement certified by an 
account::!nt whose integrity thosl.! in the profession are willing to 
con(jrn,. Verify thc1t the executives listed as bOc1rd melnbcrs of the 
lending institution rc::!lIy occupy such positions. If the lend~r is a~i 
insllrc1l1cn cOll'pc1nY,not well-known to you, check it out with your stJte·s. 
insurc1nce commissioner. If the broker is willing to put his advance fee 
in iln escrow account until YOll recl ive the loan, verify that l:1C o;:nJ..: 
where the fcc will be deposited is it$clf ntJt a dUrl1:11Y, ccrror;:;ion 
created by the lender. 

Ponzi' gamo. Do not place your investment funds with sor.,conc 
whose reputed financial wizilrdr)' is bnsed on hearsay, not cocurnen:::::! 
proof. This proof should come (!"Om those who ar~ not. curient clients 
of his. A1Y scheme that promises a f~ntnstic. return at mir.:mal risk 
sh.')uld b~ suspect. Verify claims made by ,the ir.vestmer,t sjJeci;;li~t· 

. that he handles the funds of various well-known personalities. 
,F.rn/lc/Jise-re/nlf!d frauds, including pyrnn:lid sales. if you are ap

proached about purchasing a local franchise or distri.bulorship, obrc111" 
the names ilfld addresses of a rcgre$en/lativQ nlJmbcr of fr"nchi:;~E!~. . Ji 
located near the area where you would 9,peralc. See them nnd become 
f<lmiliar with their operation, determin~ their success, their opinion of 
the frilnchisor, and their problems. H~:Je nothing to do with a franchise 
whose major money-making appeatf:s the sale of other franchisee; or 
of lower-level distributorships. Dctr,rmine wheth~ .. the franchise product 
or service is a proven one, or iust.,~ gimmick or an nppeQi to a Ir<iilsitory 
'(ad. Ask to see certified profit figures of franchisees wh'o o,::crate on 
a scale similar to what you c1re contQal'plc1ting. If you do r,ot have 
experience, verify the type of trc1ining, if ~!1Y, the franchisor will provide. 
Check the franchisor's reputiltion with a Better t;.'<;incss Bureau or other 
consumer protection orgilnization. .consult a lawler and have him 
review all aspects of the proposed agreern.enl before you sign it, 

La/ld sales (r",uel. Read the disclosures contc1inea i,') the developer's 
Property Report. There is no law preventing someorle. from 5elling you, 
il house lot that is a sw .. mp or is nowhere near a water supplr l! this 
is disclosed in the Property Report. One purchaser bought a p.ou$e 
lot-sight unseen-which turned out to be marshland; to drain it would 
require a Corps of Engineers permit, the grilnting o( whic,h is doubtful. 
All this Wc1S disclosed in the Property Report, which the purchaser did 
I)ot read., Ask a lawyer to review .the Property Repott ilr.d the agiee
ment you are expected t2 sign. Do not purchase the property without 
Pt1Isonally inspt;cting the site. Do' not waive the 'cooling-off period • ~ 
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r:r::\'idd {or ,in contracts,' Do not ~<ls'e c!ecl:::ons .to p~rGhase on , 
~:;n:i$ej-~nly on what is spelled out In the contrJct }'OU sIgn. Check 
,.,,:t:, the (Hiice. of Interstate Land Sales Regi~tration (HUD) to see if 
m:g<.tion is ir, prog"C)ss ilSilins! the developer. 

Amc:,!) th! prcvcntive measures that il- Innc! sales firm can ta~e 
?or'; (1; put sJlcsrncn on si'.\ary plus a tlmited b~nus, which reduces 
co::'rnm:~::i~!1-ii1due(!:i p~e$sure~ to cnf,ilgc in deceptive prnctices and 

. (2: i.~strllct po\cnli.:l1 customers through nd .... ertisemcnls to report ilny 
jn;;~ll:1Ce<; of s~,lu$ ;"'IIFicr'1 or othel "bU5C? to the company. 
. ,.\s {O~ (>:1)' cf th~ many ;7'(· fi'.t."lvt oficnscs by which a company 
might b'1 ·:ictimi7.:!ci, they should bQ dcs,:ribed to key milnagers and 
cr.;:~:o\'C::C$.' V"h9 should b(~ instructed' to inlorm top manngcment 
wh~ne~cr COr."petittHS are suspeclad o( employing these anticompatitive 
or c!ecej)n .. ~ prac:ices. Often those illegal tactics are not brought to 
;n"n~uerncnt's nHenlion bec"use those in a position to first detect them 
do n;t recog"izo (lin rmclices (or whut they really. nre. If well
fO:';:10,rC, ,'::porls of such ilJegJlities shoulcl be for~varded to the proper .. 
a.;t!1ori:ies, just OlS should nllC!fl1pt$ ~t [<1,,( Irllud. 

" 

How to reduce fraud by cr~dit card and check·: 
Rcgardi. '0 ct'(~dit c~Hd USCFS, the'l should SQ.fCaUilfO thaiF .furd!i J§ tho,' t, 'I' 

wO!J:d eils!':. They should not leOlva cards in desk drawers at the office 
or on t():J of bureaus at home or in the glove compurlmcnts of cars. 
W'i-,at' ca~cls ar~ !ost or :;~olen, the~· should be promptl~' reported as such 
to ihe l-;sl.'e:. ljpc:-, 'rcccip~ of a letter from <In issuer indicating ti new 
c;-rd \,,'ns muiled r'.!cently, the user should respond immediataly if the , 

" .' . 

. " 

c:nl has 'not ntrivecl, Users should be alert to rccognizl! Ihe dilnger' 
• . \ I, •. 

sil~nals noted in Chapter lit. , . 
A:::C~P:0"S of credit· curds-especially thelr money-handlers, such as j.;', 

cl(~h:e~$-C2n ploy it particularly critical role in preventing credit ~ard 

• . \ 
1 1 \' .. 

:.1 
I .. , I 

,j 
,I , 
i . I 

i 
I 
I, 

.. I", .... 
:" I ' ' .. 

:~, ( 

.. . , 

!" • 
·1 

.... ' •• 0' 
.. :." t 
,', • I 

· ~ .. ,~ . . ' ., 
f •• " 

frc:uc .1l"d in enhal1cinl' ill) astablishment's replltation for being "no ;: •.. 
...,. • I t i! ,'I , • t 

· t t • t 
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" ChC'.:k the dlltes on the cilrd indicating whcn it becomes valid iln? ,,' . ,~', .j, :. 
\\'~cn it expires., .', ... , . t. i ,I " 

• Ro:!rcr to issuer's card conccllation bullet In.: ""~.;. t ':. ~:. 
~I ~ote if thc cud arpeus aitcrcd or defaced.. ,. . '.' 
'0 Comp:!,re the signature on tha cilrd With that on the sales slip'l: • I •• '. 

o Cll! the issuer's sped,,1 authorizntio!' number. if any of the d.anser,.'~ 
signals noted in Chapter III <!rouse suspicions-even if the purchase '. 
docs not exceed the' amount that would no~mally trigger such a call. " . i , 

• Keep card imprinters ilnd blank charge slips under tight control. :". , .. ' ~ .\ 
-Drop floor limits, in retail'operations/to zero in., selected departm~nts.::.:'... ,. ,i I 

.. occasionally. ' . 'j 
7S 
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'\\ Keep cashie~ nrf;!~, '\'e:l-llg!",ed to clisco1Jragc I .. "I,I'.I·.r~i-:cc\ t:~i~i\::" 
tiens and to re,'uce errcrs. 

I 

• f,) Select ilS a Cushier sOIT,eone who has basic jn~~11i3en-::~ .,:-,' \01;'0 ".lS 
bCl'1n well· t:ai:1cd. . 

1'\ Do not allow WailerS to imprirt charge slips. 
'. (> Investigule customet nllcgutions of '11ishundled credit ci)'d ' •• "''j. 

aClions. 
'Issuers of credit cards have taken steps rangl"g from th;; shtllc to 

the highly elaborate to Getect and deter fral/d. Credit card ap;Jfica- =, 
tions, for eXilrnple, receive close scrutiny. One issuer r~quims six 10 

c,isht wecks' to complete such invastigations. 
Shortly ilfter cJrds are rr.ililcd, a follow-up inquiry is sent to determine 

, if the curd arrived. This simple procedllre h~s cut fraud losses subs!41n ... 
tially, thanks to the t·imcly infoilnJtion it elicits. To reduce even i'Jrther 

· t:,e possibilities 'of 'theft from the mail, some i~suers use rClJistered milil 
when cards arc sent to "high risk"e:p Code zones, 

Various security (ciltures <Ire built into cards on iI periodic basis as 
an anticounterfeiting measlIra. 

Compu t~rs of mM1Y c.ard issuers Ciln nlert off:cials if a cMdholder's 'I' 

!ipcndins departs from his trilditionul pattern; if so, the cardholder may c ~ 
(eceive 11 phone tanrrom the issuer and ~,e asked to confirm if nls 
card is still ih his possession. / 

Depending on iln <Icceptor's froud-loss record, he m<ly be required' 
to seck authorization-via phone-from the iS511ar be((lre honoring il 

I USC\'S c<lrd in transactions nbova a prescribed clmount. Computers of 
.' some issuers arc r-ble to relillc the {raud-Ioss experience of t1n !!st.~blish

ment to Ih(lt of others in the snmc artM. Wll"re losses seem out of line, 
.. investigators mil}' be sent 10 the' SCI.IiI? CJrd c:j.-r"llation bulletins, 

which cont,tin the numbers of stolen or lostcJrds, .1'" sent teL:cceptors 
periodically and rawilrds arc given to those who pick up' unc::<r: ir~d cnrds 
listed in Ihese bulletins. ExpNlmcnl.1tion is noW under way wil!' reg;"\ro 
to computer-linked terminals Ihut employ =':~l1ners to valid<lte cards 
at the point of sale. 

The policy of one issuer dictates that the prosecution of a credit card 
criminill is never dropped unless 5;) rc.questcd by the cot.!rt. Necassilry 
e:<penses to tril'1Sport witnesses to court in orcl~r to te$tify ·arc o~ten 
pnid by the issuer. If a cardho'der-witness refuses to testify, his car~; (;) 
is revokad. 

Fintllly, users, ucceptc)rs, LInd issue,'s al! can check to sen jf thelr 
respective states have enacted legislation based on the· model St.:ite 
Cr.edit Card Crin1c Ac:t. which resulted (rom an Ame'riean Express 

· Compilny-sponsored study of state and federill la\vs as th~y wl~.tep to 
credit card fraucl. Th<! study deten~in~d thnt, b~cause. qf ~ajor "lc.al< • 

76 



.' '. 

nesses· anci loopholes, m~ny 'existing laws did not afford legal redress 
against the sophistic<lted techniques of today's credit card criminals. 

Many measures arc available by which to reduce exposure to chec/e 
fraud. Svnle of the more common are listed below: 
1. S<l feguarcl blnnk checks <lnd chcck-wri ting equipment. 
2. Require identification before c<lshing checks. 
3. Do not accept the following for identification purposes-Soci<ll 

Security cards: busi'less cards, dub cards, bank books, birth cerpn. 
cates, librar,' cilrds, voter registrillion curds, letters. 

4. Become familiar with the drivers license issued by' ,'our ~tate ilnd 
neighboring states: Certain built-in featurns-such as year of birth 
as p?,rt of the license number-milY help you identify counterfeit~ 
presl;ntc.d (or iclentification. . . 

S. 'Compilre not only the person's signature but also his <Ippearilnce 
with what is indicated by his iclentificntion document. 

6. Do not accept an undated or postdated check, nor one th<lt is dated 
more thnn 20 dnys previously. ' 
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7. Require personill checks to be .mnde out for the eXilct <lmount of .. ,' 
, '. 
f, 

I' .,; the purch<lse. . 
8. Impect the middle <lnd bJck sections of check 'books, especinlly .' I 

after a theft has been committed on the premises. " ' 
9. Witness endorse men Is. :f t:~Q check is <llready cndursed, h .. we it' 

re-endorsc;), 
10. S.:(c!;u'lrd bank st<ltemer.ts and canceled checks. They reveal your 

b>lnk. b.:lance, signnturc, <lnd check design. 
11. Do not cilsh checks written in rencil. 
12. Do not prepare checks with t~'pewrilers utilizing "lift of(" ink. 
13. Be <llen (or thc symptoms of check (raud noted in Chapter III. 

(To help creute no .aWi\reness of such symptoms ilnd approprinte 
counlermeilsures, ~h:. TI<\velers t:hcque Division of Amcricnn Express 
Comp,my has recentl~' prepared LI' detailed educational package' 
that informs bLInks how ,they can conduct check and credit card 
fraud prcvent!on cI:nics for their commercial custor.1~rs.) 

, '. 
;. " 

. ! .. : 
• I 

I 

. I' 

;, 
'~ ' •• I. 

,,~ , 

. , 

I " 
· " 

I ' , 
.. ': ,t 

Preventive measures for embezzlement and pilferage 
Though the warning mny seem overly q'nical, it 'warrants repeating 
here: Ihe weakest link is )Iour most trusted employee because he is in 
the best position to inflict the greLltest damage. This shoulcl be kept in 
mind during lhe npplicatioll of such preventive measures as the 

.. 'I : 
" '. I 

follOWing. - \ 

~ On~ source for thls Inro,matlon It DrlvttJ .Iccnse Cuidt. publtshed annJally by Drivers 
Littnsc GUide Co., 1492 Oddst~d Drive, R~dwood City, CalHorni~ 9.:063. • 
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JIIustr,ative cmbc%:z:letnen'l-rclatcd controls 
· .Cnsh CO~I!rols. Receipt and disbursement of mon~Y'should not be per. 
jformed QY the same department that handle~ the: accounting therefor. 

· Over-the-cOUlller cilsh sales should be slJPpor~ed by prenumbered sales 
slips. Refunds in cilsh should be prohibited; returned rnorcht1ndise 
should be inspected by <I supervisor nnd a.check mailed to the customer. 
.The person depositing money at the bank should be different from the 

· individuill prepMing the deposit slip. 
· Check cash receipts records ugainst duplic,1tE~ d~posit slips. 'fhe 

... employee who balnnces the dn{s cash ilgainst sLllcs !lips or cush regis:er 
tape shoulcl not be involved 1n sales. Reconcilialiens of monthly b':lOk 

,I 

· stulements should be done by an emplor~e who docs not h:lt,cllc the 
receipt llnd disbursement of cash. Small business owners should h.1\'~ 
bilnk statements sent to an address other than that of their businesses, 

· should personally rp.concile, such' stLltements, and examine all c\lllct!led 
checks and endorsements for clues to possible irregularities. Prl.!l1Um0':i 

,petty cash slips. Keep P~lt'l cash sepilrille from ,.other funds. Do not . 
use petty cash funds to cash checks or for lu~r:r, 

'Disbursements. p\lY bills by check. Payment uuthorizatio/as shoult! b~ 
: invLliidated (as with perforiltions) nfter payment so thc)' will not 1:..:. 
'reused to support a fraudulent disbursement. Prcnumber LI!I bl<lnk 
, checks 'nnd keep them under lock and key, Prepare cheCKS ~,ilh c:.e.:k· 
· writing machines. Do not presisn checks. Signed checks ~houl::I not be 
returned for m.:tiling to the pe.rsofl who ,prc~ared them. CompJ;e 
cLlnceled checks with invoices or vouchers regnrding names of payees, 

: dates, and amoUlits. 
, I 

Acc~lIncs receivable and s<l/cs. Correspondence reJ~ted to accou;",ts 
· , receivLlble should be handled by <In emp!uyce otl.:!r thiln tile one who 

"prepared the monthly statements. All ildjustmc,i:S (credits (or retumed • 
· goods, pricing errors. etc.) should be approved by a,', ex~cu·ti·.'e not 
· n'lving access to cash. Collection qf past-due o:ccounts sh~H.:ld 1;.:: 
<lssigned to someone outsicle Ihc bookkeeping dcpiJrlmen~ Invoict:s 

i should be numbered sequentially. [lad debt wrill!-of(s snol:ld b!! 
: approve9 by an executiH? outside the bookkeeping or sales «1epar:mt:nts. 

, Purchasing. receiving, accounts pa},.,blc. Separate recei\'ins irom pur-
chasing ilnd both from accounts p.1)'able. ?repatl? purchase o~d'o!rs on 

· prenumbered (orms.· Send purchase order copies to receiving and. 
.,accounts payabie. Approve invoices for purch\lscd materials onl,/ jf ' 
· ilccompanicd by the purchase order and receiving report. Purcn<1sins' 
I personnel should not be given responsibility (or checking on the condi-
~ion of soods receivc.:! nor (or storage. and withdrawal of .inventory • 

· . 
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;\I!lied pi!(<:r.1:;C countcrrtH?,1StJrCS . . 
rh~.sic'11 i:we~:orics should be tnken (cgul(lrly nnd by ,:) pcr~on, not 
co;nectcd with the mninten.lnce of pcrpettJill 'inventory rccord~. If 
jnven~oric~ ilrc ilt.morc than one 10c<llion, physical counts s~o,u!d OCCtl~, 
en ~hc ~amt;. day. Rer.1ovals from inventory should be by requIsition only. 

Do not permit drivers to put gcods into,' or remove them from, 
storage. Remove rcceived n1i'.terinls to storil!;e ilrCllS promptly. Have 
waro::h~:nJSl:.''''''en chec~ in\'cn:or~1 arrivals ngainst receiving records. 

Che'c'{ iar Cal(;:t.;~ ~10r;1r,e oi va[u"ble melals. such as COpref, nickel, 
<:ncl brass. Inspect rubbish piles or other plnces of concealment neal". 
lhn proper!y's perimetcr. Marl< with company name such tools as spri\y 
guns. ;lcct,!enc :orchc5, el.~c:ric drills, etc. Tool c~ibs and stoc~~bO~$ , 
~hould be t:r.ecked for the presence of unnuthr.>rIzed or susplclou~ly. 
t:t;:in~ crnp!(\~'ees. The presence of property lhat is out of its cust~mary 
.m:.l or np?CilrS to be placed (or IPisappropriation should be reported 
lmmedja:~I ... , Tools shOUld be checked back into the tool crib at the end 
of ~ach, shi·f~. Some compunics report thLit since adopting a policy of 
l.~n<.ling tr;cls to ernploy~cs for home use, losses huve deeteascd, 

A number of controis 'nre uvailable to minimi~e pil(er<lge· of sctilP: 
, 0 t)t:!~I~rmine the gr<lde and qU,~ntilY 01 SC!ilP as soot) :is possible ahcl' 

i~s oQ;,tlGn. 
~ S~pilr.:l\c th~ r(:sponsibHity for checking arId measuring scrap from. 

the re5p1'n~ibility iar disposal and accounting. , ' 
" Sl!J''i::'Vise It'i!din~ o( t.rucks to prevent substitution of valuilb:e mate" .' 

r:.:lls br sC(ap itctns. 
., Fc..l!o' .... scrOlp disposal trucks to destjn~tion to orcvent diversion of 

r-'m:;m,y en route, . , ' . 
I:' Check incinerator llrea, Company merchandise or tools may, be . 

'hidden in rubbish pil,~d lip for burning, , 
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't, I:westig(;te ,:m irlcr~ilse in scrap rates and in raw malerial l'sare in 

, ...... \ 

r.:I"'io" to output volurne. 
\\'hen :~turnecl by the lo<:nl driY(1r, dclivcr~' re~eipts should be comw. 

rarE~d willl contfC'1 copies. Periodicnlly rotilte drivers among nms. , 
r.cq'Jir~ posflh'c identification from. pick-up drivers; record license 
plates. c~reci.lliy on rcntal vehides. Scgrcgnte shipping from receivina 
~:t'(lS. Oel!!t!! ?dvt!rti1;i~g from $hipping cartons, Str<1p s01illl caTtoils into. , 
one unit for pid:up .. Route truck shipments in a way that mi~imizcs 
~hc nllmbnr of interline trnnsfers. ~ , , . 

t\ packllSc control system can be cffective in preventing pil((!Tasc'of 
inventory, supplies, 10015, and othp,r property. But packilgc pass forms 
should be carefully regulated and charged by number to those authot" 
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! 
• fOf :ddjtiOIl~1 5ullScstions about hOllv bJIO rfcdU(Ch PIUI(csr~~ of WeD I' pSCIC

t
, C!rr.O·ofl·ICT~(1I\r .. ~.nhrl .' • I 

Olg~:\iz~d Ctim,: tC(\o~er '~72I. Av~i" 0: lont Ie ...... avelnmcn ( n '"0 ~"u '. ., " 
inston. D. C. Price is ~O ((1nts. ' 
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i::ecl to i~SU() tnt.'m. S:lmplc signi\tvrc~ of thnse authorized to isstJo:! I 
p:J~SOS should bl! ilVnll,,\)lc to UUJraS at exit gales. P,1ckage polsse5 $h01,;lrl~ 
be nigt1Cd only at lime or isslIc. PaSlies collected and lhen canceled b1' 
gu"rcJ~ sh<;>lrld be rctufned to the issuers (or veri!iCillion \lno d,W.ruction 

Product compOncnl$ used on the assemu(y line mi\y be clt.'!~irabl , 
targets (or pilferers. Some firms help control such 10S$oS by stcr:,lg (h~ 
m<lin supply' in locked cribs ilncl distributing only those i'ln)ounts Tf!quircd 
(or tlw di\y's production. ' i 

Once controls stlch uS the nbove are implemented in a coordinated 
(nshion, it 'more inlelligent decision .r.nn be r/?;\ched regarding the needl 
for sccurity personnci .:lnd such hardw .. re·oricnted controls as alarms'l' 
surveillance.! srSlcm::. elc... ' , 

Countermeasures for insurance fraud 
Counlcrmeilsures ,'pplicablC' to' the ialso·claim rucket include the 
fo\lo\Vins~ . 
1. CIH.'cK the cI<1imMI\'s nilme ilSilinst the files of. the iIJsuranceindU5 

try's Index Srstem, il niltionwidc clearinghouse of injury claims. AI 
lengthy cluims hi$lCHY 0; un accident "victim" eouid indicate fraud. 

2. Do not ba bq~wilcc.J intt) !Icc"p!ing n h.1st~1 5Cl!!crncnl.1 
3. Secure independent medici'll evidence regarding alleged injuries. I 

4. Imist that the clllimant document his case full~'. I 
As ror preventive mCl1Surc~ II') reduce exposure 10 swindles by paper 

inSUrilrfCC comp,lnics, a bnsic prcciluliolr i~ ~ ... r;"o,-t. the insurer withj 
your st,1te insurilncc commissiotlcr-pMticul.lrly when ti,e company is I 

bar.ed oiis! :)rc or ovcrsells. Such uticn inwror5 arc screened with rCHard I 
to lheir intesril~', imd 5t.ltC Ii'sufanc~ comrnissionel~ have access 10 thel! 
results of Ihis screening, Sec a!so the prcventive m~!~ures noted for. 
ac/vM)Ce·(ce oper.1tions 011 pnge i3, ! 

To gUim! ilg,'in~t dc\)ling with .10 insl!rcr whose parent, if <lny. hilS I 
w?,kcr:ed its stllbilit~' :hrollgh Qne Of rno(t~ o( tl~c I,'ctics dcscribed i,1. 
Chapler III, the prudent ("ourse is to FceK tht! advice of your ban!.;er;' 
j"Sllrc1l1ce -::onslIltllnt, cr invcstmc;'It cou,~SC!lor to dClcrminfl t:·.e corpor~:a 
stat Lis d the insurer, the hi?tqrr or its ('nanda! dCillintis with its p.lrcnt. 
ii (lny, ane: .':::1 overlll1 ;\sses?rnc.:t of it~ stab:::'}'. ·.'c.),~r S!.lt~ inSUril:1::e 
co,nll1issic1er m"~' \\/50 be of help in t,~is reg1lrG. The SC:r.12 procedur~ 
could be followe<.1 to dC!tcrmina whethClr an insurer is authorii!e:d to se!l • 
the .t}·pc of covcr.'tlc being i1dvcrtiscd. . 

Receivers of stolen prop8rty~ 
some preven~ive steps 
In the words of 4l former (ence. lhe plac,ement of idEmtW~ation number.s 
pn products "wculd stop a lot, of burslars ('om burglarizing, a /.'>t of , . , 
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receivers from receiving." 'Ir,deed, the greatest proble;". conrro~ting , ::" 

prosecutors \!nd police o(ficrials in al'l prehend
t 

ibn g ?dnd ct.o(,neVdICI~ym~I'tsreOc\:'nlv"Cr~ . ";",', . ' 
is tll\!t stolen merchandise recluent Y car.no e I en I I J Y " • 

if a businessman is unable to distinguish between his goods that were 
:~';;\:o11ately n.:. .. :':eted and those of his thn! wer: marketed ilS the rc:ult 
of a the it. his plant or store presents a tempting target to the thlef-
fence cornbiClation. 

Manufacturers have a particularly vital role in deVising methods I~y 
which identification numbers can be stamped on. o'r otherwise afiixed 
to, products and mcrchilndis~. But product i~entiiication per se witl 
achieve litlle if manuf,1cturcrs. wholc~alcrs. ret'1dcr~, und consumers do 
not take the lime-and expense-of recording the idcntificiltion, DUm-
bers oi products currer.tly in their possession. S,uch num~ers arc IOvalu- , , 
able to law enforcement oificials. who cnn enter them Into compuler- •. 
izcci criminal information systems, such ilS the FBI's National Crime 
Information Center, \vhich contains c!ilta on .1 wide variety of stolen 
articles. 

". 

\" 
• , " 

! . 

Company personnel-especially the sJles force-could be in:tructed 
to remain alert (or the sale oi company products at abnormal discounts 

.or through unuslIi11 ch<lnncls or out:ets, Thc~', could be given the.scrial :'" ,'j., 
numbers o( stolen goods. In one ins\nnce, a typewriter repairman noted, .. , .,)It; .. 
that the serial number on the equipment he was servicing Was on his' ",~::' .. , 
employer's hot list. " I" 

t'.1;ma,gement should not put so much pressure on buyers and pur-,· 
chasing agents that they resort to dealing with cut-r<lte und,erworld ',,: 
sources. Rnther, the)' should cMcfully study the good bnrg<lins tnat may ., . 
be offered from time to time. especially if the ite~ to be purchased is 
drawn to their allention by those who operate outside the dis!ribution 
channels ~sually ?ssociatec/ with the product. • 

Frequently theit victims-or their insurers-are appro,1ched by rec:lv
crs, who olfer to scll bilCk the stolcn mcrchilndise. Though such oflers 

I 

! . 

\ , 

,!,j:" .'Susiness can support proposed federal legislation designed to !,.:!,'mit 
· ';'1 civil suits (governed by I~ss stringent rules of evidence than apply to 

'I··,,' criminal proceedings) by transport' carriers, shippers. or oth~rs la ..... 'uilr' 
, I ',' in possession of goods moving in interstnte commerce to recover treble 

:"1 damages from any person who buys, receives, or possesses such t;:Jods' 
", providing SUCh'il person knows or shodel have known the stolen ch;;r
,I' acter of the goods. The bill, proposed by the Senate S::!bct CO;;1mitt~e 

'.' on S,l1i1I1'!3usiness, would supplement the present crimin::1 law in this 
area. SU?port for compilf<lble legislation ill the st;;.:e lev.:!! also merlts 
seriO/Is consirh:r<ltion . . 

Or " , . 
\. ' 

What can be done to counteract 
securities theft and fraud? 
There is iI disturbing sufficiency of evidenc,e to indicate that many 
-.yithin Clnd outside of t.he securities industry OIssiduousry avoid raising 
the r,eCI!SSClry questions about the legitimacy of the certifical ~~ they 
handle. Indeed, in one reponed case, a bank \Vhich leilrned that it was 
stuck with il stolen security fJillrnt:d It ..::,f on nnother,institution, which 

.. " subsequently discovered the true nature of 1;1~ ':.!:I'tificate, Reported 
, ';. apathy to subjecting securities ilnd those who tender them to iI thorough 

, , cross-examination is the result of a comb;nation cr! factors, C1c.corc1ing to 
milny Interviewed for this public<ltion: 

• • 0 Naive trust. 
• Greed which triumphs too frequently o~'er reason. The comrnission is " 

, ,:." too appealing, or the deal is too tempting; as iI result, questions that 
should be answered <Ire never even ilsked. 

• Fe;!r by some banks nnd brokers that by checking the authenticit.y 
of certificates with various stolen-securit)' milster lists-computerized 

;'1.' and otherwise-the protection afiorded by the holder-in-due-course 
'd, doctrine will be jeopardi7.ed. In oversimplified terms. the doctrine 

may bc'tempting. they s-hould be rejected. For a. ~ompany to bC:,om;. .' 
'I! :;' ,~~. 

, , 
.:. , ' ctln prot~ct iI bank or urokcr frorn clilims of "ownership by prior. 
!. ., holders of a security if the bank or broker accepts <I negotiable the prirne market (Of the merchandise stolen from It IS hardly In the firm 5 , 

best long-run interests-nor ill the best interest of !:rime prevention. , " 
Routi~e inspection of outlets considered as cJp,.Lle oi pcc!dling stolen 

merchandise may reveal problems Ihat your iirm's internal co~trols 
failed to detect. If certain types of outlets are !:ommonly assotl<lted 
with selling stolen property, Llltempts might be made to convince lo~al 
government that it should outlilw or at lenst regu!ate them .. In o~e City, 
the police are charged with enforcing comprehenSl\'e regul,:1tlons directed, 
at over 50 difierent types of businesses which are considered to be 
likely outlets for fend-ng or ol.her undesirabl.: activity. Some forms of 
business are banned altogether, such as fica markets. 
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instrument in good fnith <lnd without knowledge of nny "problems" 
":,' associated with the security. Although corning under incrensed 

"; ';, attack, the Cilse is made that if a b::nkf'!r or broker, fnils to ched: 
... ' existin(; information, even when it is readily available:: on iI timely ,. 
i. basis, regarding Lhe legitimacy of a security, this do()s not show a 
t, I;, lack of good faith, etc. and the holder-in-due-course protection 15 

not affected. However, so some would arglle, once the bnnker or 
'!, broker subscribes to a system or service that provides such informa- '. 

.. tion, failure t~ u~ it in a giveh cilse negates due-l=0urse protection 
· Il ,: and opens the (loodgi\tes of potential litigation with regilrd to the 
i"i 'possible c1ailns of prior holders of the s~curity in qUestion. Clea;!y, 

". 
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this ;:rohtem~assuming it is a valid problem-must be resolved' 
before c1 w~o:chel!rted cit:ack on securities fr<lud can commence. 1 

., Ins1.ltancc win take' care of lheit and fraud tosses. " '.'1 

~ Fear :hat if Oln insti:'Jtion's inventory of securities is chocked against . . 
a list of 105t, stolen, rtnd missing certificates, a substantial number 'of' . I, 
t;,:::~c wpu:d be found on the premis<:!s, hLlving been unwittingly or' 
car'~!cs:;ty o:lcccpted during the course of various frc1udulent lrnnsnc-
tiC:1s. One rcsp~(.t.:d <luthority hilS 'stilted that hundreds of 1'l'lilliol1s' " . 
of Goil.m \'.'Orth of such S(..:i:rities are probably in the vaults of the, 
nation's iintlncial institutions. This raises a question whose ans\vcr is ,'., 
still :clati\'~ly murky: .::!:~ :. !!oing'lo p,et stuck? The current holders. ,", 
of these s:!::uritic$! The insurcts of tho~e holders? Or those who', 
o ..... r.cd tIle securities prior to their loss or theft (Llnd to whom'" 
rc?I.lcerncnt c:crtiricates ' ..... ere probably issued)? 

For a v.1r:o:!ti' of r'!i!~ons, therefore, one (If the most effective counter- •. i, 
mC'(!s:!r~sb; r.ipping s~curities frnud in the bud (and removing the II 

f~uSO,1 i:)!' tn-:: rdal:!d theftsl-that is,the cross-examination of "puper" 
-is ()it!!~ honol!!::: more ir, the breach thun in its observilnce. 

DU5ircm;'l~:; s:'iOuld mdntalr. an uHitur:le of constructive skepticism 
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,I, • ,I I" with r::~lrl! I') tri.lns;::tiom involving oi{shore firms. The Sume also 

app:i;::: ~o Jit!:'-~-!<r:own domestic companies whose financial statements' 
:r.C:lci!.tl! ~::;niik.·nt asset!i in the (jrm of securities of equally little
kn~Y.'l:1 firnis. 

I I, ,0' 

If,! . ..: ,'! :~,:,.t;· ~:i -
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· ... t 1 

CiE rJ:t repcrts which merely parrot the iepresentations of those 
.. .. 

, ~e;::c::E:d Oil s!:ouiei not be rcg<lrded oS proof of anything. . , .. ( 
Fin::ncial ir,stitutions <lnd brokerage houses should establish clear 

!ir.~!i of accounlJ.bilit}' for adherence to well-thoughtout procedures '':' 
ict;Llrcing t:,e hancling and storLlge of securities. When a theft does' , : 
cccur, ail ",1ccour,(.:;bility audit trail" will exist. ' ,:t'I;. ' 

G":1ks should not accept street-n<1me securities as collateral. 
Sro;';(!:;:se h(l!,ls~s should not st<lmp their street-name endorsements "1', 

on s('curiti'~s to be held in inventory. ',. 
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I"~ . ... '. 
Shar(!hol-:Jcr~ should not kcep their securities at home but in a silfe- , .. ',' 

deposit bo): or. with a reputable, financiLllly stable brokerage house. ,,' 
Rc!}ar::!!~s:; of where securities are kept, their owners should ,record the. 'i,', 
t:!!r tincatcs' numbers, denominations, and issuers, 3nd file this list ih a 

. <;' 'L I' 
" ~ , I 

. ::epc:rate iccntion, ' 
Support should be considered for legIslation, already recommended • ,,:~, , 

by a CO:1!lressioonl committee, that would make it a federal offense for' '1; ; , 

Olnyone with intent to defraud, to create, write, possess,'use, or exhibit' ~ :, 
a financial stiltement, brochure, credit reference; Of business report .;, 
reflecting assets of S1-million or marc, if such document contains 1nfor- "\ 
l"'Ii!tion and figures that are false or fraudulent. ' 

, 'I 

83 

I '," 
I . , 

'. ' 

i 
f t, ~ •• 

(, ".' ' 

l! ! ,:,: , " 
: \ i . ' .. ! 
. " 

. ' . . ' 

." 

.' 

,. 

.' · 
" 

j • ~ 

" 

· .. · , 

Other legislation that has been rccol"1mend~d pertair,s to authoriz:ng 
the Securities <lod Exchange Commi$sion, by court ortler, to seize and 
altach illeg'alty obtained funds believed; to be the product of securities 
fr;:lud or mnnipulLltion, in order ,to prevent secretion and dissipntion of 
these funds so they eventually may be returned to those who ~;:.ve 
been dcfraudcd~ , 

Physlcnl inventory counts 'shOUld be compJred with records of not 
onl}' the number of shares on hilnd but ,,!so thc identific<!tion number 
on eLlch certific;!te. The latter ilspect could be conducted at least on a 
random s(lmpling basis" ' 
,Propclsed trar1sactions invo!\'ing thc' s"l~ of securities at bargLlin

basemc·ht prices should be regl:lrded as inherently (raudulent. Those 
securit'( trnnsilctions invol~ing nllm~ered Swiss bank ;).ccounts or secre
tive fO'rcign trusts must be regarded as suspect until proved olner\vise. 

Be wary of "getting in on" an hitherto obscure stock whose pr;ce is 
suddenly increilsing-pMticlllnrl~' when most of each dily'S increase 
occurs near the clOSE: of trading, , 

Since miln~' securities Llrc beilrcr instruments-and IhllS afe as good 
as cash-some observers have recomn1cnded that all s~curities be,of the 
registered type, which arc not uS eilsily negctiated. 

To sum up, the applicatio:'l of hea!thy cynicism can result in the 
biggest dividend of all. 
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-----:----- -';' " r' i-c--:---:-;.......:...:.,·-attempJJQg...toJocate-tb(u:cmQk_._~/..6_Y-j.:9_QXq.i[lating)yi!b.J~~_c:n.(()r~.;:~_ 
" ,., 1\' ,I"" ment, maybe we can' meet in the middLe and save a lot of time," 
" ',' ',. "/ • observed the head of one industry's security organization . 

• 1 •• I ' .', Listed bclow are some of the many types of collective action in which 
: ':' ,', '!', ~ business. and the professions are, or could be, engaged. 

'''' I hether or1Ja'niz~d along nation .. I, regional, or local tines or, struc- . 
't1 II lured to focus on inter- or :ntra-industry problems, collective 

action by business and the professions can be, and is. a key ingredient , 
in an informed response to white-collilr crime.' VVhat a firm acting 0'; 
an ir.dividual bolsis m"y lilck in financial resources, expertise, perspective" 
manpo ..... er. or just plain clout can be supplied by an organization to 
which at! belong and Slipport, (rom which <III benefit. and through which 

• what Cilnnot be achieved <llone can be achievcd jointly, 
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A ,cooper.,.i"e criort can be highly effective when (1) it involves a 
sufficie/ltly j;lr£C und professional staff to apply the re'qtlired time, man
power. and expertise to the problem at hand; (2) it is sup::>orted on an 
equitable b;;sis by all c:nd thus bc('omcs unduly expensive to none; 
(3) it an\liy::.~s each particip;In,'s prol.lems <lnd thereby acquires a com-

• prehensivc per~;:.,,.tivei and (It) it prcmo\~s unified action and thus can ".1: j': .' 
shield each Inrticipant fru.r. ",e bacl.:lash lh<lt perh<lps would result if, . '.: ',;'" 
in lhe ilbsence of joint action, this cOJrse were taken by il few (irms but;, .', ! 
not \)1' others. (Such a bJC;kIJ$h mi;;ht be operating costs out of line ", ,,! 
with lhose of comretitors thilt did n.)t implement countermeasures, or . !; . l 
lost business becau$e of a refusal to go <llong with unethical practices ' t' :. 

engoll;ed in by others 'who thereby gain il competitive edge.) •. I, .:r " 
Among the possible objectives of collective action are the following, .t'; . '.:. , 

manTo of which are mere (ully illustraled On subsequent p<lgcs: ' I ' _! ,,;' 

o Funnel criminal intelligence to law enforcement agencies and to' ' ,;' 
p.lrlicipJling firms. I ' , 

u Condud imestig,1tions c:nd cor.,pilc c\;ldclic~ thot Involve expertise,', ! 'l' 
time. and personnel not ah,v<lYs available to hard-pressed police and , .. :'", 'i':1 

. ~ Ii'. prosecutors. 
• Upgrade the ethical coae of a profession. 
e Serve as a central source of information heretofore scattered and 

difficult to obtain on a timely basis. 
\! Screen prospective employees for members. 
• Initiate and support legislation. 
~ Sett!~ consumer ,omp!~int$. 
It Develop perform<lnce standards and procedures to be implem£:nted 

bi' constituent companies. ' 
o Assl~t !O?W enforcement (which generally begins with the "bad guy'~ 

8S 

, ... ,', I, '\ ."., .,', 't ' 
" • ,: • ,j .; '.. : 

, ; /":l " , . . 
, ! 

t ' 
I 

, ", ~ !'. i' 
.•... ,. : 'I 

.H' 

, .'1 
" 

I 

! 
I , 

. " 

How to take a common stand 
against bankruptcy fraud 
Are you " member of <In organization which keeps you advised (',f 
bankruptcy fraud in YOljr area? If not, you may wish to invcstig<l\e the 
services oHered by the Fraud Prevention D,epartment of the National 
Association of Credit ,\\anagement. The Department r,ot no!)' s'.:pplies 
an early warning service through its publication Alert but .. 1:0 conducts 
investigations to obtain information necess<ll')' (or indictments and con· 
victions in sC<lm C1!ses. 

. With over 3,000 indictments and more than ,,800 conv;ctions to its 
'credit, the Depilrlment is a good example of how joint action by com
panies enables business to implement anticrime efiorts that are either, , 

, too costly or too impractical to conduct by anyone firm. for in$~~ncl!, . 
the Department 'can add to the scope of a bankruptcy investigation by 
col/ecting pertinent information from ever}' .part of the nation. Alw, 
the cost of <In in\;estigation to develop evidence of fraud is sp~aad 
among member companies-a cost that a lone firm would not norm<llly 
'assume because the price tag wQuld most likely far exceed the fr.::uc
related 105s. 

Joint action against bribery, kicl<backs, payoffs 
Detailed codes and statutes which entangle busine~s eaR be the rain 

. forest of corruption. As one observer notes, liThe outsider is bewildered 
and frustrated. Nothing he does seems to be quile i::~rect. Reufcmable. 
efforts (It compliance seem inildequate, Throm alwa~'s seems to be some· 
thir1g in writing somewhere with which he did not cc:n:-;>Iy or which is 
an absol4le bar. The 'guide' is naturally sOllght out ••• • " 

Commenting on the predicament :n which some find themselves l an 
offic:ial of a builders trade association observes, "It is virtually imr,ossible 
for a buitder to erect a building within the city •• , and comply with 
every statute and ordinance .• •• /1 A prosecutor completes the 'picture: 
"When a building ••• inspector receives $5.000 yearly "nd has the p~\Ver 
of life and death in his summons book, the temptation is too great" 

The result, in too many instances, is systematic solicitation of payoffs 
by building inspectors .. <i:nd an equally systematic payment of bribes by 
contractors. Referring to this situatloIl, a district attorney inte:viewed for 
this publication declared: "This is asituati,cn. ripe for united action_ 
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• • T:l~~t:f;h th'.:'ir a5sociation, contr<lctors shculd tell the city, 'Not on,e ! \ i, 
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" ouild:;"lg code m.ore rQalistic!" ,_ 

Archltccts 2r'lU engineers ilre not usually awarded ,govl:!rnment con- II', , 
tr~ct$ 61~u::;h cor.'petitive bidJlng. Often the awards are contingent I 1 

U~'-':; t,:r.d(;r-thc-taGi:. L ickb..!cks to public officials. ,The executive tHrec- ! 
lor of an cl1cincers t1rganIL':'::ol" is quoted ilS saying, "Some firms have "'I, ' 
to hiii~ former !egi~liltors anc public ofilcials who have influence 50 

th~'1 don': hilVC to give as much." '! .', " 
f:e:;p(\nd:ng :0 !n::!' problem, a panel of nn engineerihg society racom

r:cnc'Jd J $'100 ceiling on contributions to any public official, political 
c,lJ1d1d<ltc or political pilrty over any two-year period. In the absence 
or thj; ~YiJe of joint ac.tion, the chances that an individu<ll firm would 
uniiz:~c~a!1y ildopt such a course ilrc remote. t-.;0 one would wilnt to 
go ct:t on il !imb uniess othcrs were there first. . 

Computer-related crime 
Or.e' of the :~ore (!;:ccnt ex,tlnples of co:iective action occurred in June, 
':573, when the First i'!a.tiol1nl Invitiltion<ll Conference on Computer 
Abus.:J c";-[1ve:"lcd at the StanfOid Research InstitutE:. Numerous facets of 
co:r.puter-refated (raud were discussed, <lnd many courses of action 
p~C,b0d. qnc of the recurrent thenies was concern that cthic<ll :lnd 
meral vili.:cs ure not vet wall-fcrr.1cd bv mnny of those engaged in 
co:r,putei techr:clc;3Y. 'Yet sub5tanti.1I tru;t is being increasingly placed' 
in EC? p~rsoi1ncL 
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I. co:-.:u:ner pctcc'""n progr'.n th::lt sccm~ wor\!,',' of emulation is 
adrnini5t,;r~d :':y ~hc ;]~rhb-:CCil\cd Better Uushcss 3U'2:.U of We:~c:n 

-hi 1 .... ·~V'''~\e .. ··,.·,,',I,,!'>- -O"''''fnlfrs' wh1ltmi-,;,hl·bc called" ~co.'\sumcr"'';'-',''I(s",-··-
'\.;'fY 4 '"Iff'll/i .......... 4. ~-. 00 • 

clearinghouse. ru!~:lcity ~fert5 consunwrs th,)~ if they have cO'11pfalr.:s, 
th~ Bureau is the place to cnll. This avoids (1) consumer confusion over 
which of several possible "gencies to contact and (2) cOf\~umer ~~US!'3-
lion ovei being bo'unccd from agency to i.1gency before fmally, II ever, 
re::lching the fight ?ource, .. 

The l3ure~u gives the complainect-aSOlinst bllsi~essn~an IIrst ch~nce ~"l 
resolve the isslIe with the ~onsllmer. If rcsc\llt'On. IS not possl.bla .on 
this b::lsis the conSllm(~r is oiierecl the services ot a free <lrblt(::ItlOn 
service 'whereby the businessman and his customer submit their disp~te 
10 an ilnpnrtial third purty for decision." , .' 

When complaints pertain to obvious violations of law or wnen ·the 
'complained-ilgilin!>t business is uncooreral!ve (e.g,: ref~ses to arbitrate, 

,etc.), the Bureau refers the complaint to the <lpprcpn<lte governrncrH 
agency for action ID.A., FTC, stJte or 10c<1' regulatory. agency, e~c.) . 

The merit of thi~ <tpproilch is that all, rCi.1sonilble ef10rts i.1re mt:de to 
. sallie 'disputes on iI self-rer,ul::ltory bi\~is bciore the involve:n~nt of fre

quently overburdened government agenci'us IS sought. Also, In. contrast 
to mJny other types of business-s!1pporled conSlImer protecttcn ?ro
grams, the dispute is not dropped if pl'iv<lte re,solution is not P,0ssl?!e. 
The eXira slep of referring such Ci.1seS to governmental agenCies IS it 

, promising and innovative procedure. " 
[lusjnes~ may also wish to advocate Jnd .sup~ort the est,),~lts~.menl of 

a consumer prot~':tion divi:;;on within the district attorney s 9r11ce. For 
.. example, the County Prosecuting, Attorney in flint, :"\icl1ig::ln, cr:a~ed 

.. ,such J division, which places its ~mphasis on persu<lslon and medlat:on 
r<lther than on the (orm<ll criminal justice p~oce5s: " . 

Afro ir. rn id-1973, a joint efiort by those in the data processing field 
resulted in II Code of Ethics and Code of Conduct for CDP~ Holders. One 
prCovis:oT! st<:tes that because of "the privileged capability of c;omputer 
p'ofe$~ion?!s lO gain access to computerized files, especially strong 
st'ictures \ lilI be aprlied to those who have used their position of trust 
to obtain inforrni.1tion from computeriz,ed files for their person<ll g<lin." 

Consumer fraud ' 
V.II'inu$ industry-supported attempts at self-regul<ltion by which to 
pro\~r.t consum(:rs exist. 'These include .[3ettei Busir:ess Bureaus,' spe'cial 
t1:\':~iol"'s within 10Coli Chambers of Commerc.e, centralized sources for 

, ·11.:," ," 
, I 

. ,,0, 

o The attorney in chtlrge of the division ovcrsees pr~fessidnal inves
tIgator" who <Ire often able to) resolve consumer complaints mewly by l~ ., ~, ! I -I" 
telephone inquiry to the ll1erchnnt involved, Throug 1 suc 1 me~.I"t.lon. 
the invcstigator? nre said to resolve anout 8~ percent.of all complarnts. 

, referrals of con:;umer complaints (ill such areas as appli,lOces, advertis
ing, .. me home improvements). und prognHTls centering all product 

.stllnJardization, certification, and seals of approval. The extent to which 
the ~cjf-regul,)tory approach can be pursued without running afoul of 
legal or rcsulatory provisions is currently being studied by tbe FTC's staff. 

.. , 

• Cpr"l)cale or Data Processing. 
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• tampl"ints not rcsolvccl by the professlonill staff are referred to a 
consumer council which is comprlseJ of over 100 citizens sHtins (lS a 
mediation board.' Mnny businessmen serve on the council, which is 
divided into teams of 12 members encl!. About BO percent of re(a((l.~d 
disputes are sell led. ' 

• A member of the professional st"f( coordinates over 1QO volunteer 
student invcstig<lIOrS, who have been lr<lined to assist by conducting 

. research, invcstig<ltions, interviews, st<ltement-taking, etc. . . 

• for nior~ dclJils JiJoul this arbilrJtlOn service, write thCl Council of 6CII~t /fUllness 8t1re~uS. 
Inc., 1150 17th ,51" N.W., WJlhinglun, O. C, 200J6. o'J 
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Co/lGctive action against credit card ::..nd check fraud 

Through a contr<ict with a private ag.!nc)', the American Bankers Associa
tion provicies il (roe crime investig.ltion service to It) memoer-"b-''fl1ks. , 
free prclimj"Llr~' investigLltions are availLlble in connection wllh suth ' 
oHenscs LlS swindles involving the usc of stolen or ,fraudulent crcdit, 
c.:trds ilnd the forgery of checks. T.he Association illso publishes n 
protcctive bulletin ·;)Icrting readers to \'t1rious frauds i'lnd criminals. 

Loci'll ba'nks could collaborate to conduct clinics which highlight. 
countermeasures (or credit card anJ check fraud. Such ciinics, gCMed 
to commerci.,1 customers. could utilize the educational P:lCk.1GC ilvailnblc 
(rom the TrJ'.'clers Cheque Division of thc t\rncriCLln Express Compbny. 
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;. i . Sever"l years ago a committee of the Intp.rb"rik Cilrd Associalion 
adopted ? ::ct o( stLlndarcls (or manufacturing. ",~~bossing. shi'pping. 
storing, and mailing credit cLlrds. Such stLlndLlrds arc mandatory (or 
member bilnks as well ilS for contractors thilt mLlnufLlclure or otherwise 
handle the cowls. 
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Insurance fraud 
Illustrative of the type of collective action possible <lgainst insurance 
fraud is the Insurance Crime Prevention In5titute, which is supported by. 
member casullity insurers, The or£,ilnization seeks 'to deter (r<ludulent 
claims throug:, the if ;vestiga tion' of key c<lses and presentiltion of evi
dence to pro~,ecuting authorities. According to Ihe Institute's policy 
statements, it dvt!~ Ih:,t I=::rti:::::,~te in the <'clu<l1 settlement of c1Llirns· ilnd 
does not nuvise members <J?c>Ul the disposition of any clilims. 

" •• . JCrl will not tilke a c<lse wh.::re 1I compilny just wants restitution 
and then will drop prosecution. Thllt isn't the way to stop (r<lud. We 
altertlpt to $elect the strongest. moH signiiicant cases (or investigation, ' 
and We give top priority to cases involving orgLlnized groups-Ihe kind '. 
most likeiy to strike repe.:ltcdly lit insurLlncc companies." 

Citing reasons why ICPt nlust supplement the work of law enforce
ment ilg('ncic~, u spokesman (or the Institute is quoteD <IS follo\\'s:'
" ••• therc's <I certain pressure on pulice to overlook white-collar crime. , 
As citizens. we W.lnt police 10 go out and get the guy · ..... ho's holding 
up the bank. We're not as anxious (or them tp go <1ft,,· unscrupuloLls 
law\'ers or physicl<lns, What we have, <IS a result. is a sorrof rcspect<lble 
crime, which l~erc has been a distinct reluctance to prosecute. This 
affects not only t~~C! c:xperience of insurance companies, but our whole 
sys\em of jus\lce.it 

1,1dustrywide efforts against 
. pilferers and receivers 

Within the transporttltion industry, f~r example, there are several associa
tions whose activities are directed ng.:ti"st pilrerugc and other form~ of 
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• ~ar80 theft. Programs have been developed to achieve the (oHowing: 
.. Scre'en prospective employees (or member ·companies. "Upon 

receipt of th~ biographicill and identifying dala, we $ubmit thLlI informa
tion to the 'Inw enforcement ilgendes ..•. We also run him throu;';'1 our 
own inrlivicluill indices for past ernrloymcnts .•• !' t> 

. 11 M<lintllin ilnd ·anillyic theft stiltistics, One aS$Odiltion "maintains 
loss records to determine p<lttern. arCas, ilnd C<lllSC of loss <lnd reco:n
mends deterrents in connection therewith." 
• e Devcl,op ~~d enforce perform<lnce standllCds. One cilrgo pretec

tlOn council deSigns. <lncl recommends improvements 111. procedures fer 
. c.<lrr;O ha\1dli~g. and supervision, methods (or p<lckilging and storing high 

rrsk commodities, <rnd methods related to such physical security mClS
ures as lighting <lncl (encing.· 
. Regilrdlnr; comb<lting the receiver of stolen goods through b~acr 
product iuentification, this call ':Dr collective ilction was soul"C!ed by \\ 
local prosecutOi: . 

",For eXilmple, ret<rilers ane;! :'vholesitlers must, begin to require that 
their m<lnUfLlcturcrs devise appropriiltc methods to· identify the soods 
which they purch.ilse. Without these appropriat(! mn-:ldC'gs pros~.:~tior.s 
and the actual recovery of (ungible properly is ·alri1i:1st impossible. 
Although markings might <ldd to the cost or the goods I ctinnot im(lnine 
h· I ' 0 I at ~ lese costs would be grelltcr th<ln the losses which ue now b~inH 

sustamed by almost every industry. If eco!1omic rrE'Jsurc C<lMot be 
brought to bear on the milnufilcturers then appropriate lesi~latioil 
should be considered." 

Coordinated action to rsduce" 
securities theft and fraud 

,The principal goal of the New York City-b<rsecl joint Industry Committee 
. Ole) is to reduce securities theft ilnd increase recoveries by stimulating 

and f<lcilit<rting cOClperiltion between IJW enforcement agnncies :lOd 
members of the securities industry. Members of the )lC include rcpi~
sentiltives from New York area banks, Nt:!w York ilnd Arnerican Stock 
~xchilnges; National Association of Securities Deilll!rs, ilnd brokeraQ~ 
houses. In effect, jlC st? Yes ilS a Iiilisvli between law eMorc~mt!nt :lnc1 
the financial community. A HC spokesm<ln m<ltl~ this observation: . 

"'n an era of incre<lsing worklo<Jds, law enforcement has been nl.!ced 
in the position of having to make decisions LlS to the t!se o( their ~II {co 
few m(lOhours. JlC officials (eel Ih<lt when police ofiicers reco£:1izc that 
thr! fin<lr.cial community is not only willing to" work with them, bt..t is 
lrYi~s to help itself, th .. ey will be more likely to place ,he tht:.(t-

• rc,r addi!io;'~1 dct311~ ~nd examples. see C~'EJO Theil Jnti O;/lln;zed Crime pp. f'>.I·69. Imil-
.' aLlc 110m. the U.S. Governmcnt Prinling Ollicc~ iO cena. • ., • 
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• • k" h ' /' t ( 'r't'c' " c~:.:n:crfcitirr; prao!:!n1 IllS" on t Clr IS a PriO 1 I ': 
Amcnr; other .1ctivitiC's, JIC hilS iSSL'cd theft-prevcntlon su.g¥estlon~ to 

't" m' ..... ~c .. · pr,,\,idn,l Iii'll c",forcemcnt offieinls with t:ll'l Il"ItroductlC'n 
I- .' .. , .... ,J, ,,~'-U. ( d ( "t 
t~ br.::lk'!ra!;c cfiice op'.!rating procddures; supplied u? ~ or ~o Ice 0 

usc as rewilrds, "sill..:.' r::~r~~,.1t or "good (.lith n~oney I 111 their, uncler· 

co""'r ~""''''lpt- '0 r"cooler stotcn securities; provided expert wltne~s'.!s • _ -c.:. .. ", ... " .I ;so \. _. 

for cou:t tcstim0l1Y; ~nd "opened doors" to put taw enforcement agen-
e:e:; 'in touch with key ir.dvstry ofiicials who could supply needed, 
in(cr~at;c·n.· . 

;..Is,~ opc~atirlg in New York City is Securities Validati~n Cprpo~atlOn, 
Which Wi\!; hired by the sccuritie~ industry there to deSign al1d l{lIple· 
rne:l~ a computeri 7n :;l system whieh broker~ ilnd. ot~(!rs co~I,~ access 
eas:ll'. <!nc.: rould quickly receive answers from. resi\rdlng InqLlIrtCS .ab.out 
.. ."h::ther it glvi:II <:ccurity has hP.~n reported as lost, staten, or mISSing. 
Such <! system is now a'/ailable. As an illustration of the ~ystem s dice· 
ti\'e:1~$$, a ~poke~ .... ~" for the cornp.:lny recounted an i~cl~~nt wh,ere C1 
"midwestern bank '1/35 approi!~heJ b'l an unknown mdlvldual In ali 
cac:-npt to obl.ain a t:oHater,~1 10(1n, pledging approximately S12~,~OO 
w::n~h cf stolen common stock certificates. An inquiry by a subscrtblng 
1".1~minl" nrm \'c~ifi~d that the items in question were stolen, and the 

" t.:~n:;ac:ion ,Vf15 :"cgated/' t 

Howe"'N, this celltralized source-to and frol11 v/hich reports of lost, 
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<> rrepafat!cn l r t bulh!tin ale·tiri3 e:otchanr,,! rH'''nbers of a rece"t 
I stock tilcrt WilS cO\'I~rletp.d i'nd pl·t iI'to circul;:tion within 40 mir.utes 
" or the receipt or tl',c iheft report. 

.' 

'." t 

, .. 
" 

ft A' broker was wMnt);d that the .German bOlnkcr he hJd t"lked to the 
nay befote is " phony Ilnd an accomplished pcrpetr;ttor of securities 
fraud. 

13eing the liaison' be.'twe!?nthe Exchange nnd law enforcement, :he 
Section .1150 npljJs Slll=lp\y evidence to p(}lica and, when flpprnprialc.·' 
will (ollow a (;'Ise thribtlgh to the ilPprehension of the suspect Coutl 
tcsrimofl,' is also give!,') when requested. Tho\lgh convictions arc Jlways 
welcome, the Section, 'with its capabilit~I to quickly trJee nlld keep on 
top of swindles lhatcross jurisdictional n,nd oational bound~rie$, strh'es 
to t(lke the profit 0\)1 of fraud by stoppinc'it before it mtts (such as by 
alerting the broker to the phony banker). \-Vhen il con milO Sl<lrts losing 
money, this could be more of a dcterrent titan the threatoi ja:!. 

. LEAA supports anticrime programs . 
On a collective bilsis, such as through t1;soci;ttions, those 'ill business 
\lnd the proflm.krns could stimutille the development of, ilnd express 
support for, programs dir('cteu '''gainst white-c.ollu crin-.c lOut are 
plilr.ned or (jn.~nced by et1Ch stale's law enforcement planning agency 
(SPA). 

". .. ~. . 
I " 

~toi~r., ,lr.d missing securities can, flow-has not been used a~ywhere. 
r.ctlr i~~ (1I1! pot~ntial. Seme of the reasons (or this were noted In Chap" 
te~ V. In r':'{erei1ce to this underutilization, a member of the S:nate 
Parmanent Sl1bccrnmitt~e on lnvestiga tions concluded that "mO$t flnan~' 
dal 1.1sti~utio~s Clre simply nct cooperating in making ~f(ective the sys· 
l!!m ~h.~y hdped create. It would seem thilt this clearinghouse system 
c.':lvld be made milndatory for at least all institutions which (Ire ch~rtered 
cr lic~:,.$.:·d l>y the Federal Government or are in some way subJcct to, 

~ • l .f I _ 

i.'rl~~rul r"g~linti(l'1," " ' 

The SPAs constitute the principal cond4H Ihrough whiC:~ feder.11 f'JnoJs 
am funneled by the Justice 'D~~partrnent's Law Enforcement ,\ssislance 
Adrninistraticm (LEAt\) to support CrimI! reduction efforts of state and 
lacill governments, whose prograrns to combat white-collar crime. 
orS;tnized crime. and corrulition h.)Ve incrc;tscd subst\lntially in (ccent 
years. For th~sc thrce related typc~ of crime, LEAA specialists, ct eat!, 
of its t':n uJgionnl offices, carl provide on-tile-spot 'Issistance to m,te and 
lociI! (1gencies in c2sit;ning, implomenlir:g, anC: evalui1tir.3 projects. 
Additlo;'1ill infor,...,.ltion mLly be o~talned (rom t::t\A, Department of ° 

Jur.tkl'!.~Vashinglon, D. C. 20530. t\<; '.' ~~$~IIt. inio;'mation .!bout lost, stoten. anel missing securities ; , . ,I 

rc:'~~i ~~ brgeiy ,.m~c~essib!·:!, st:<lttered <lmong U'ans((!r ab(mts, brok:mr,e '.' ' . 
hot,.s(!;. blinks, stvckholctm, and their rc~pective insurers. , '1 ,,' ,;' 

With in~crnllti~ni\1 COi\tat:ts (and the linguistic skill to match),.~ iC ,~:'l': i 
C:iminll\ int':!\Iigentc $':!dion of the Torontr;: Stock Exchange ·..:ompues" i, 

~:laly;~.::s. anti dis:;e.~inates an i:'ilprcssivC! qiliiiltity of iiiform?tloii iibout 
those who eng~ge in s':'!curities fraud and theft. A rough Idea of the 
SC:Cp2 of its Jetivity can be g!eannd from these events which occurred 
clurjn~ an intervicw with the Section'S c'lrcctar~ , 

• A number o( incarning tails (Florida, New York, various parts of 
Can;td:!) were received from law enforcement and other sources desiring 
name cheCKS and other information or reporting securities thefts. 

, 
! 

i 
I 

. ',,1 
i 

, , 

: ' 

. : 
1191 

I 
1\ 
!, ,'j 

" 
I, I 

i 

Conclusion 
The H,1nd?oClk has attempted to al'l!in~ h')w t\l!! business Q~d prorcs
siaM! community c;ln rnak~ \In informed rc~pon:;.! tc \ .... hitc-coliar crime. 
Oi necessity, only a gener,,! ~tratcgy, L1lon!~ with some iltustrctive sj:)e-

. cines, hilS been presented. (To do more wOllld have °e«uired a serie!; 
of vQlumcs, not a hill1dbClQk,) What had to be briaf nnd sk~lC:tal must 
bc'(leshed out, "nd tailored to indh.idual needs. 

Since the Handbook hns touched only the tiIJ ,.,f the iceberg, much of 
the rcm.,inder depends on you. If the motiv;ttion be:~jnd this action is 
a desire to milintain and enhance the integrity of business .It d the pro
{~sslonsl the boltom line will lake cilre of itself. 
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,Appendix I/Sources of assistance 

The following list is not Clll-inr.lu~ive but merel}' nott's some of the 
likely sources th.ll could be eXf'leclcd 10 .mist victims of white-collar 

crime. Aft'.1r c,1ch listed source, space is <lvailable for you to nole the 
phone number Clnd ildclress. (Your District, Prosecuting, or St.lIe's 
Attorney m.1Y hilvc a supplemcntc1rY tist aVililable.) The nLlmbers preced
ing the belr>w sources correspond to those noted at the end of each 
"crime secli.on" il"l Ch.lplcr I II. Before con tacting a given source, you 
should con'sult with rour leSill counsel ilnd/or securil~' .,d\'i~er. OeC'JI.I~C 
of SpCdill conditions thilt might ilpply in n given C\lse, he milr suSg~~t. 
an ilsency not-mentioned here; if so, "dd it "iter "Other." Ii }'OU \Ire 
undecided about which {cder.d <lsency to contilc! lor a given oifense, 
Post.:;1 Inspectors and FBI "gents can help resolve such questio:1S. 
1. District or Prosecuting ,\!torney: 
2. Police or Sheriff: ' . 
3. loc"l or state ilgency speci"lizing in investig<ltions of official corrup·' " 

tion: . ' 
4. Nearest Stilte's AttornClY: 
5. Stale Insurance Commissioner: 
6. Antitrust Division, U.S. D~partment of Justice: " 
7. Criminal Division, U,S, Dcpilrtment of Justice: 
8. Neilrest FBI oUiee (u~u,]lIy listed in the front of your .telephone 

director}') : 
9. 

10. 
11. 

Fed.:rill Trade CUloIrr.i:;:;ion (<lnrl!or nearest HC region'nl office): 
Immigration and Naturalization Service, U.S. Department of Justice: 
Intclligcmce Division, Internal Revenue Service, in the IRS District in 
which }oU iile: . 

12. Oiiice of Interstate L<lnd S"les Registration, U,S. bepartment of 
"eusing ill1d Urban ()c\'~lo"n:ent: ' 

13. Office (l( lilbor·M<lntlgement nnd 'Wel;are-Pension Reports, U.S. 
Dcp.,rlment of labor: 

14. Nearest Postal Inspector (or locnl Postmaster if you want to relay 

'1S. 
16. 

reports through him), U.S. Postal Service: .. 
Securities and Exchange Commission: 
Nenrcst U.S. Attorney: . 

1;. U,S. Secret Service, Department o( the Treasury: 
18 •. LOCOlI qr stnte\\'ide citizen crime commission: • r 
19. Security Divisic'n of credit card or trnvelers check issuer: , " 

. :W. Other:, 
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§ 300 CONSUMgn Al"FAIHS Di\'. 1 

Chap (.cr It. 

CONSUMElt AFFAIRS 

Artlclo 
Seetin II 

1. General PJ'o\'iflions nnd Definit.ions ., ..•• ~ ..................... 300 

2. Director and Em1l1oyc~!:I ._ ....... ", .. ~ ..•• ~.- .... - ... --.:--.-,- 305 

3. Powers and Duties ........... _ ....................... _ .......... 310 

3.5 Consumer Ac1YlSory C<lttl1cil ..... ................. OM'" -. --.... '315 

4. Heprcscntl1tioll oC Consumers ..... .' ........ __ .......... __ ..... 320. 

5. Consumer Complain.t!!.-- ....................................... 325 

6. Information ........ - ...................... --._--.- ....... --- •.• 335 

G1Wl'tOl\ 1 was added by StClts,1970, C, .1.19/11 p. 2616, 
§ S, operative Jury I, 1971. 

Article 1 

m:.lNgRA,L PROVISIONS AND DEFINl'I'IONS 

. nnn. 
aoo. Shod t.it leo 
30.1. L(~gishl1:hre intent. 
302. Definitions. 
303. Division of consumer services i chicf. 

Article 1 tcas ac1r1ell by Stats.19'tO, c, 1394, 1). 2616, 
§ SJ operaUvc Ju.lU I, 1971, 

§ 300. Short Utle 
This chcwter may be cited as: the Consumer Aff.airs Act. 

(Added by Stats.InO, c. 13fl4, p, 261G, § 3, operative July 1, 197~.) 

Historlr.al Noie 

~Hnt!1.1!l'i'O. c. 1:\1)-1, p, 2(122, 01:;0 con
tt\itu'tI thr. (c1Ilowillr, ~rr:titltls: 

":::l't', fl. 'l'Ito ])rpllt'!r)\I'lIt of Consumer 
II (fllit!! 1\\H'C'CC!l11 to the' cluticH. 1'0\\cl'fl, 
1111 fJlll'CR, 1'C'IlIIl)1\ ~ibi lit i~s, IItH\ j\\ ri~c1i!'\ i(m 
¥l'llle!\ il\ l Itt' O[fil'p. of ('on~\lIIll'r ('O\lnscl 
b~' "rtil'l~ r. (l'On!IIII'III'iIl\! with ~:t'('lioll 
1~();'tll 11f Cbllpll't· 1 o( Purl 2 of Division 
:~ of 'I'i1k 2 o( th(~ GOI't'rtllIIclIl Codr. 

"Bel', 11. '1'bn DI'lll1 rtmcllt ()( CO\nl\1\l\cr· 
A((nit's mil)' \lSU thc IIltCX(1CI1I1~d bl\!nltc!c'1! 
of rt\mls l\\'ll\!tlb\u (Or' lIRC lIy the Of rico o( 
COIlRumet' CUI1II5Cl in th\\ Ar,rit!\llturl' HUt! 
~crvlcc!l Ar,cllcy iu connection with ~hc 
r,crCorrnllllcc oE the fuuctions of the OHien 

of eonslIllIcr CoullR~l ill the Ar.ricultufu 
IIl1e\ ~I'r\'kcll AI:rlll'~' llwt nre H!>lrc\ ill 
Ih" 1ICIlIl"IIIH'1I1 of f"III~HIII,'r Afinh'lI hy 
thill nc't. f-)1ll.1t fUllll!> Hhnl1 h<: wa'c! \.:r the 
l)l>llllrlll1cilt of ('Ot\HUlIH1I' Arrnir~ (Jub' fN 
Ih~ p\lrl'tl~CS rur whit-h t1H!Y wtHe! orir;i
IInlly nl'prolll·inll'll· l'r ')thcr\\'i~!' lIIollo 
nvuiltthlc 10 the Office Q( C\lIll'\lIII'~r (.'OUII
!;c\ in thl' AI~rit~\llture 111111 Serviccs AS;<lu, 
~y. . 

":';UI', lO, '1'he J)I'l'nrtlll~lIt of t't1llllUI11Cr 
AfCnirn t;hnll hll\'() the J10~IlI:s~ion and c(.tu· 
I rol of 1111 rccoII1R, l,npcrH, uffit,i:i:, ('(Illill' 
"'Cllt. sUllplic~, lI\on~yn, fUlIU!lt nppropria' 
liollS, Inll\l nnd oUl\:~ \\roperty, rCld or 
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ClI. <1 CONSUMEIt Ai"FAms § 302 
Jl~r!-lolllll, h~ld for Ihn h(,lIrfit or 11~I' of 
Ihn Ornl'l' of ('()\IBlllllrr ()o\lIl~I'1 ill tlil' 
Agril'lIitlltc nllll ~('r\'iI-"lI A~I'III'.v ill Ihe 
p('rfl't'II1(II\('1' (If Ihl' 111I1il'll, JI()\\'I,r~, I'lIr· 
11O}l('R; l'l'llpolllliloilll il'II, 111111 jllrillllil't imt ur 
Ihl' (lrn"" of ('tlIIHIIII\('I' l'OIlIlHI'I Ihnl 1It'I' 
vl!l1lrll ill tllll lltolill 1'1 ml'lIl or COII!lII111I'r 
Afrni I'll Ii,\' I hil1 IWI. . 

"f:I'I'. 11. 111 thl' (lI'C'lIt Iho nO\'CI'UOr'll 
H~(,r;::llIb:nlioll 1'11111 :0\0, !:! of 1!l70 1101'11 
1101 "t'C'OJlle ~rrcl'ti\'l! or OIH!rnlil'c, 1)11.'11 nll 
rrfl'r!'JI(,(,R ill thiN nC't to I'hl' llrtlllrllllcllt 
of GOllnumcr Arfnit'lto!' to thc DirN'lol' of 
COlIl'ullIC'r A ffl1 iI'R l~hllll hc l'Oll!1t rl1l'(l to bll 
refcr('lJ(!c!t 10 J)1'pnrlllll'lIt of Profl,l1!<illllllt 
lind Vocnlionnl Slnmlnrds or to the Dirt'I" 

§ 301. Lcgislati'\'e in.tent ' 

Inr (If I'rllrroHl1inlln\ owl \'Of'fllionnl Rtnt1l1· 
11 ntH, Ill' 111/\ l'IllH' 111/1)' hI', 

"~I'(', W, ~holl\11 flOI'I'I'III'r'l1 Heol'gllui· 
zlllioll 1'1/111 ~o, ~! (If 11Ii\) IoN'Olttl' ('frec~ 
t ivC', 1111,\' nr,rlll',\' wit hill I hr. llC'JlII I'IIIICII! of ' 
('IIIIHUI\lf'r Arfnirll whit'h hflH ill\'('"ti/-:fltil'(' 
pl'rllUIIIII'\ Hllh,i(>('\ 10 t l'i\II!<fl'r pllrl1llflllt 10 
~1'('I'i(J11 H1fl,r. o( I·ltc 1I11':iIlI'lHl IIIHI I'ro(\'II, 
Idol\l1 ('o,lc IlIn.v I'l'tllill 10 tll'rl't'llt (I{ ~1I('h 
111'rHollllcl, 01111 ill 110 (,1I~r If'~H thllil OIlC, 
\Ill iIlVI'!lti)::ltil'e ('ol1~lIltllntH nt their 
Ilrl'!lI'III' I'IIl'e of 11n~"" 

'I'he (1o\'(Jrlllll"lI H('orr,nlli7.nlivll Plnn No, 
2 o( 1fl70 hCClIlIIO effective, 

It is the intent of the Legislature and the pUl'pose of this chapter 
to promote Rnd protect the interests of the people as consumers. The 
Legislature declm'es that government advClllc('S the intcrQsb~ of con
sumers by facilitating the propcn functioning of the free entorpl'ise 
market economy through (a) educating and informing the consumer 
to ini3ure ,rational consumer choice in the'marketplaco; (b) protect
ing the consumer from the sale of goods and servir('s t.hrough the use 
of cl.-;ccptive methods, acts, or practices which arn inirnical t.o the gem
eml welfare of cOHSt\mers; (c) fostering competilion; and (d) pro
moting cffedive l'cpresenlntion of consumers' interests in an bl'C1!ll~h
cs unc.llevels of government. 

(Addeo hy Stats.1970, c. 1394, p. 2616, § 3, opernt.ive July 1, 1911.) 

'l'rl1do Itcr:ulntion ,<3=-"801. 

§ 302. Definitions 

LIbrary nefcrcnccs 

C.,T,S. rrrOll~,·Mnrl~~, ']'fj\rll1·Nnmc9, flull 
Unfair ('otnpclilion § :!a;. 

As used in this chapter, the following terms have thc folll,wing 
meanings: 

(a) "Depal'tment" means the Department of Consumer Affuil's. 

(b) IIDircctor" means the Director of thc. DepartmGnt of Con
sumer Affairs, 

(c) "Conslunerll means any individual who seeks (11' acquh'es, by , 
plirchasc or lease, (lilY goods, s~rvices, money, or credit for pC:lrsonul, 
family, or household purposes. 

(d) "Person" means an individual, pnrtllcrship, Cl1l'poratioll, as
sociation, or other group, however organized. 
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OF CAlIF(~RNIA 

§ ?(I? , ,J U ... CONSUi\iElt AFli'AInS Div. 1 

(c) /lIndi ritlual" docs not i ncludc n pal'lllcrshj p, cOl'lmtntion, m;
sociation, or other gl'OUp, hmvevcr organized . 

. - -_·(-q-.. ··Divi§.i9n" fl'R!.UIlS>rhc DivisiQnof.Co!~!:;umt)l' Services...... 
(Adcled by Stat.s.l!J70, c. 13!l4. p. 2G1G, § 3, operative Jul:r' 1, ID'll. Amend
ed by Stats.I972, c. 808, p. 1437, § 1.) 

. 1.lllrary Flofcl'cnces 

WOlll~ nnet I'hrn~es (Perm.EII.) 

§ "~r~q 
'.) .... ".). DiviHioll of consumer services; chief 

Therc is in the department a Division of Consumer Services un. 
del' the supervision and control of n chief. 1'hc chief shull be np-

.1 

I .' 

I 
" I 
I 
l 

I POi~ltcd b~(thet'?overnot· an~ shall s,el'~e o.t his plea~ure. His compen-
· __ .... ·· .. ··_ .. · .. ··· ... ··S-u.-1:-H3n shuH- bC:d'}(6d-by-t-hc dH'cotorm .. ae-eol.'d-;:mcewlLh law. 

, . 

Cross !1oferences 

AI!I~O~l~~~Ct1t_ ()~ d!::i~io.n s.1!ic£'!!..~91)..QoYe.I')!.Ill11nt. C.p~h)~§J).1;'3~ 

Library ncferr:nccs 

- ~.~~ .... .- ... - ........ -..... 

'r.rndc Hcr,ulntiolls e=:'863. C.J.S, Tt'n(\I)-II1n rks. ~l'rn!lf!·Nnmcll, nnd 
Uufllir Cotlllllllition § !W7. 

Al'ticl~ 2 

DHUiJCrrOR AND EMPLOYEES 
Sec. 

1 

305. Administrative powers. 
306. . POl't.onnel. 

ArNcZa 2 was added by Stats.1970, c. 1394, Z). 2616, § 3, 

.. _.§ aQ!t _Ad.ll~.U;!"h:Jr,:r".th'e powers 

.............. ;,-.. : .• ,-,p . 

.1 , 
I 

The dircctor shall administer and enforce the provisiolls of this 
ch:->VtQf ... Evo.l',Y.!J.():\y(?,r.gralJLud .. Ql:sluty impesed upOl~.the·l:H·reetol~ t111''''··
del' this clwptel' lllay be exercised or perf o l'ln etl ill the name of the 
direclol' lJy D. dC!}utY-0F ... B:Ssist-a·J1J;··cl·H'L>cto·r-·C;1---tht.n:·h'f!!'[-ot·ti'Cc .. t1(fpaYF·-
ment's Division of Consumer Services, subject to such conditions and ., 
limitati.olls as the (Hi'ector may prescribe. . : 

(Added by Sl:.ILs.1fl70, c. 1:394, p. 2616, § 3,opcrative .Tuly 1, lfl7.~. Amend.'! . .... I 
~~'l~.~ Stnts.J.!J71, c. 114, p. 14~! .. t!.~ .. ~!!·_J.~.!.!_£_~1_.J~lJ.L_Q.P_~IgJ)YJ.LJ.u.1y._l .......................... :.. .. J-_ ........ _ ........ .. 

. Trocle nc{:ulntiotl ~SG2. 

L.lbrar; Rorerences' . . '. :.I 

-~--- ;JI . 64 

CoOT.S. 'l'rn.lc·M"rkl1, 'J~rll'lc,NllmclIl un(l 
Unfair COlllpetitiou § !!:J7. 

.-.... , .... " .......... ~".~-.. ~-...... ~.-..... ~~ ... .:---.... -.. -~ .. --.--~- -..-
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STAle OF CAlIFORNIA 

CONSUMElt AIo'F~mS §,310 

§ 306. PcrHOlllwl 
The din1clor, in {tcl'orciancc wilh the Sln\(I Civil Service Act, may 

appoint nnd fix lhe compC'IlSnliOll of sudl dCl'knl 01' olhrl' pel'sonn01 
ns Inay be neccs~ml'Y to Cnt'1'Y out thc pl"ovisions of this chap((~r, All 
!HJ(.:h pCI'!.;onnell'hnll perform theil' rcspective duties undm: the supe~'
vision fllld lhe direcLion of the dircctor, 
(Added lJY Rtlll~,H170. c. 181)4, p. 2G1G, § 3, opcl'llliv(l July 1, 1!Y{1.) 

Cross Relerences 

I3t(\te Civil Rcn'il'c Al!t, liCC GovcrlIl1lt'nt etH1c § limon ~lIlCII· 

Article 3 

POWERS AND DUTI:I11S. 

Soc. 
310. Powers anddtitics. 
311. .lntcl'dr.pn.l·tlllcnln I commi ttce ... 

, 312, . Rcpol'bl and t·ccommcl1llatiotlB. 
31.3. Library; eslablishment. 
31!i.l Hulel1, reglliations and fcc changes; approval of directorj over-

riding veto. 
313.5 Biblior;nlphy of consumor il1formnt.ion.' 

Ari;kle S wa,1.; ({d,ded by Stats.J970, c. lS94J 1). ~61(j) ~ 3) 

operat'iv6 Jllly 1) 1911 

§ 310. l'owcl'snnudutics 
The director shall have the {ollowing powers alid it shall be his 

. duty fo: 
(a) TIr.commcnd and. propose tbe cnactment of such legislation 

..... ....... ~~ .. "a&HCCessary to protect and promote the interests or COnSI.Hncrs. 
(b) l1c01'cscnt the consumer's interests before fedel'al and .state 

lc~gjsl~tiy.c.lH:f1.l'ings and executive commissions. 
(c) AssiRt, advise, and cooperate .with fedemi" slate, and local 

ngench~s nnd of£icials to protect and promote the intercstu of consllm~ 

crs. 
td)' Study, investigate, 1"cseurch, and analyze maUers afff.'cting 

the interest.:; of consumers. . 
(c) Hold public he[lrings, subl)Oena witnesses, tal:l~ t.C?stimonYt 

compel the pt'oc1uction of bool<s, pnpers, dOCt!l11Cl1tS, and olhel' evi* 
dencc, and cull upon other state agencies f01' ·iltformntion. 

(0 Pl'of)OSe and assist in the creation and development of can .. 
SUlilCl' education programs. 
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.§ 310 CONSlJMEH AFl;<AIHS Div.l 

(g) Promotc ethicnl stnndnl'ds of conduct f01' busincss and ('on
sumers and undertake activities to cncoUl'agc public responsibility in 
the production, Pl'OIllOUOI1, snle nnd Icase of consumer goods nnd serv
ices. 

(11) Advise the Governor and Legislature on all matters affect-
il1g the interests of con::n,llncrs. . 

(i) Exercist~ and perform slIch other functions, powers and elu .. 
tics as may be <.1ecI11(1(1 appropriate to protect and promote the intc!'
esls of consumers as directed by the Governor 01' the Legislature. 

(Added by Stuts.19'lO, c. 1394. p. 2616, § 3, opcl'ntive July 1, 1971.) 

Hlsto.'lenl t,!oto 

Dcrlv<ltlol1: . {lov.C. (orlllcr I'r('tioIlS ,J(ji. p. 2·1O:!, ~ 1, nUH)Ilflcd by Stnls.l0GlJ, 
120:13 10 lzo:;n, !ltltlNI fly Stnts.lfHifl, c. I!. l:m, p. 3(}J, §§ n·! (0 G6. 

LHmH'Y Referonces 

C.J.fl. Trtttir ·l\fnrks. '.!.'l'tHlc·Nn1Ilcs. and 
Unfair COlllpetilloll § 237. 

§ 311. Intcrdcpa.rtl11ent.::tl committee 
The director may create an interdeparlmental committee to as

sist and ll<lvisc him in the implementation of his duties. The 111CI11- ' , 

bel'S of such commit tee sliall consist of Hw hends of state clepitl1:
ments, or their designees. Members of. Ruch commiU.r!l! shall serve 
without compensation but shall be reimbursed for the expenses ac-

. tmdly and necessarily incurred by them in the performance of their 
duties. 

(Added by Stats.1970, c. 1394, p. 2617, § 3, operative July 1, 1971.) 

Hlstorlcnl Noto 

Dcrlv3t1oI1: Gov.C. Cormer section ]I. 1732. § 1; Stllts.1007. c. lWjr;, 11.4020, 
:120:;7. nll,h't! by StiltS. lOriO, c. '107. II. § GO. 
2402, § 1, nmeuded by Stats.l!)Ol, c. G80, 

§ 312. H.epol'fs :loud reconnncn<l<li:ions 
The director shall submit to the Governor and the Legislature 

during the month of December prior to each l'e~ulnr session of the 
Ll'sislatmc u full and accurate report of the activitic:; of tbe depart
ment relating to consumer <tffairs. Such report shall inclUL1e reCOIn" 

menc1ations, when approprit1te, for legislation which will Vl'otcct and 
promote the interests of consumers. A copy shall be filed with the 
Sacretul'Y of Slate. 
lAdded by Slats.Hl70, c. 1394, p'. 2617, § 3, operative July 1, 1()71.) 

Llbra.·y nererencos 

'l'rntlc ltcllulution (;::..'802. 
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STATe OF CAlIrOR'NIA RONALD Rf:/,GAI·J. C,)'{urrlor 
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Ch, ~ § ~{13.5 

§ 31~). :LilH'l\,IT: eMahlisltmcnt 

'rhe db'cdol' mny pl'ovid(\ (or the cSlnillishment of a cOll1prC'hcn M 

sive librnry of book::;, document::;, studies, and other materials l't'!.Iting 
to C0l1Sl1ll1Cl'S and consumer pl'ohlem~. 

, , 

(Added by Stl.\l3.19'7!~; c. 12tH, p. 2438, § 1.) 

Hlslorlcl\l N(llu 

AnOlliN "I'('lioll ina, 1I(111ctl h.l· ~HIII:;. IWI·tiOII :11:1.1 lIllll 1I1111'I\rlNI Ily ~tnlfl.1fna, 
HI7:.!. r. 1·112, II. -, § 1, WM rcmlllllh~I'l'!1 P •• 10,11. -, ~ 1, ~rr. !'Ilny lO. ll17:!. 

§ 313.1. :Huks, rC~~l1t~tfom;nllil feo chauges; alll'fo't'ul of <liro~~t{)~'i 
OVCl'l'illing veto 

. (n) N(\t\Vith~:t:.lnding any other pl'ovi'sion of law to the contrary, 
no rule CH' regulation, other than those relating to cXDtninalions and 
qualificntions ,(01' licensure, and no fee chnnec p)'otnulgat('d by any of 
the beards, commissions or committees within the c1elmrttnCnt, ~httll 
take eff~ct l1nUl submitted to the director for review. 

(b) The director Sh~ll1 have the authority, fol.' a' pel'ioel of 30 
UHYS aftm: stich a proposed rulc, regulntion, or fee change has becn 
submitted to him, to disnppl'ovc it on the ground lhn (. it is injurious 
to the public hcnllh, safely, Ol' welfare. If it is so dilmpPl'ovcd it shall 
have no further force or dfc('t unk'.~~; such disapproval is l'cverfi('d by 
11, unanimous vote of the bba l'(l , eommission, 01' committce pl'oPQ~ing 
it, ill which event it shall become effective upon complilti)ce 'with tho 
furlher procedurcs ,requil'{!d by Chapter 4.5 .(comnlcndllg with Sec
tioll11371) of Part I, Division 3, 'rille 2 (If thc Govc:rnrw'nt Code. 

(c) Nothing in this section shall be construed to prohibit the 
dil'e.c:tor fro\11 a[fil'matively approvin['. a proposed l'ull" regllintion, 01' 

fcc chnngl'? at any timn within the 30·day period nftel' it htts been 
r·l.lbmittNI to him, in which event it shall become cf[uetiv(;' upon com
IJliUl}ce \vith 1he further procedurcs l'cquircc1by Chaptr:'r 4.5 «('om
mencing \vilh Section 11371). of Part I, Division 3, 'Title 2 of the Gov~ 
ernrncn' Cotl(~. 

(Ii'ormorl), !i H13. added by St.ats.19'i2, c. 14]2. p. 3072, § 1. Hcnumbcl'eti 
§ 313.1 and lllllcndcd by Stats.HI73. c. 40, p. -, § 1, eff. l\r<L~' 10, 1973.) 

Library rtofol·onf.c3 

Sillies (;::.lG7, O.,T.S. Stlltes §~ riR, Gr;. 

niuliography of COIl!1mncl' information 
The director tnny pet'iodicnl1y puulish n bibliography o( COlIstltl1cr 

information aVClilnble ill {he depul'lment library nnd d·.J;·v,rhol'c. Such 
hibliogl'aphy shall be sent to .subscriucl'S upon llaymClJl of a reallon" ' 
rible fce thol'ofor. 
(A.dded by Slats.H172, c. 12tH, p. 2t138, § 2.) . 
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:TATE 01' CAtlFORH!A 

§ 315 

Article :3.5 

CONSUMER ADVISOHY COUNCIl .. 

Sno. 
315. Cl'C(\ tion. 
31.G. Composition. 
a17. Ap!1ointnlentH: terms. 
318. Duties. 
319. Henri nITs. 

Article ,'1.5 was added by Stats .. t970, c. 1394) 1). 2611) 
§ :3) O'iJarativa J u,Zy it 1 m 1. 

§ ? 11" i.) .. 1., Creation 
There is in the depai·tment a Consumer Advisory COlmc.il. 

(Added by Stats.l070, c. 139.1, p. 2G17, § 3, opcrative July 1, 1971.-) 

Llbrar)' Referencos' 

C .• T.S. Rlu('cs §,§ ()2, (m, nn. 

§ 31 G. Composition 

(a.) Tll(~ COllsumer Advisory Council consists o( s(~vr.n n.1embcr.<J 
appointed by the Governor, two of whom shalll'eprescnt Iltisiness, onc, 
of whom shall represent labor, two of whom shall represent voluntary 
,c()n~:umcr agencies, and two of whom shall be public rnembcrs. 

(b) One Member of the SeMte, apP(linted by the Senate Com
mitl:ee on Rules, and one Mmnbt!T of the Assembly, appointed by the 
S11Cnkcl' of the ARsembly sho.!1 meet with, and participate in, the 
work of the council to the extent that sltch participation is 'not iu~ 
compatible with their positions as Members or thc Legislaturc. The 
Mcmbct's of the Lcgislnturc appointed to the council shull serve at t.he 
plenfll.ll'c of the Rppointing po\vcr. 1"01' the pUJ'pOSt~S of this chapter 
~:uch 1\1e111be1's or thc Legislntul'(~ shall constitute Q. joint. lcgislativC! 
COi11tllittr.o on the subject of this chapter and sholl have tIll: powers 
and duties impm:ed upon such comllliltCt' by the Joint Rules of the 
Senate alJd As~cmbly. 
(Added by St.nb.1.970, c. 13!Jif. p. 2617, § 3, operative .Tnl:.- I, H171. Amcnd~ 
cd by Slnt~.1!J71j c. Gl, p. 78, § 1; SLats.1D72, c. 125.1.. 11. 2t138, § 3.) 

Library Roforencos 

Staten C=10. C .• T.S. Stnlcu §§ 4D, U2, O,q ct. [lcq. 
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STATE OF CALIFORNIA 

eh. 4 CONSUlium AFFAlHS § 319 

§ 317. Appointments; t.erms 
(a) The Governor shaU, on or berm'c .Tuly 15, 1971, mul-::e the l'e~ 

quit'cd nppoi ntml'nts to the coulldl. Tho terms of 1 hI:) rnemum's fi I'St 
appoil1l(~cl shall cxpil'c as foil o\\-'s , to be determined by lot! two mom
bel's, July 15, 1072; two members, July 15, 1873; and I:mc mmniJer, 
July 15, 1971t Thereafter, each apPointment shall be for a fotlJ:~ycar 
term. 

(b) No member shall serve more than two consecutive terms. 

(c) The memlJcrs of the council shall serve without C'omponsn
Hall but shall be reimbursed [or the expenses actually unclnccessarily 
incurred by thertl in the pe):formance oC their duties. All meetings of 
the council sHall be open and public, and all persons shan be permit" 
ted to attend any meeting of the council. 
(Added by Stuts.HI70·, c. 1394, p. 2618, § 3, opl.wativc July I, 1971.) 

Llbrar~~ Re!~ronco!l 

::-;tnf CII <&=:'·1l1, Ii 1. C.J.S. Stntcn ~~ ",n, li~, (JI{ ct IIrq. 

§ 31() 
•. )'\0. Duties 

1'h£: Consumer Advisory Council shall recommend to the dil'!;,ctor 
the enactment o[ such legislation as it deems necessary to protect and 
promote the intercsts of the people as consumers, and r,hnllmake 
weh slurlies as it deems necesSllry, <h' as dircct<'Cl by the> Governor or 
the director and may render reports thet'coll from tirne if) time to t\lC 
people of the state. 
(Added by Stuls.19701 c, 1394. p. ZG18,§3, opcrntivc July I, ~n71.) 

, 
Llllrary R()foren~()s 

~fulcR <!?7:!. C .. l.S. Slntes fi (if) ct HCII. 

§ 319. Hmtrings 
In carrying out the provisions of this chupte\" the (:onslln101' Ad;. 

visory Council, with the approval of: the dircctol' shaH hold public 
hcnrings anel callupon ot.hel' stale agencies for inlommtioll. 
(Added by Stnts.1970, c. 1394, p. 2618, § 3, operntive July I, 1971.) 
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§ 320 CONSUl\1Elt Alo'l,'AIHS Div. 1 

Article Ii 

InJPnlilSr~NTATlON OF CONSUl\1EnS 

Son. 

320. IlItC)"'cnlioll to protect COllllUnlll\' illt.Cl'C!l1ts. 

Article 4 was added by EUcrts.1910, c. 1394, 1} 2G1S) ~ 3, 
opora,tiva Jtlly 1,19"11. 

§ 320. Iutervention to protect. consumer intcrcsi-'l 

Vlhene,ver there is pending before any state comrnir;sion, tCHula" 
tory agency, department, or other slat(l agency, or Htly Fitut.e at' focle)'" 
~ll COUl t, nlly nm Hcr or proceeding which docs not involve ihe adjudi
cation of Hll alleged violation by any pm'son namcd as a defendant ot' 
l'cspond::mt or the 8t1S[ll"!llsiol1 or revocation of a liccnse issucd by any 
agency oC the state Rlld the director finds that the dctcrmilHltion of 
stich matter or Pt'ocr.ctling may uf(rd substantially the interests of 
COIlSlODCt'S within California, the clirp.ctol', or the Atlouwy Genrl'al nt 
the request of the diJ:ectol', may intervene in sueh mattet' or pl'()ceed
illg in any appropriatc manner to represent the interests of consum
ers. The director, or any officcr or employee der.igTlated by tho 
director for that purpose, 01' the Attorney General, nw.y thereafter 
present to such agency, court, or depnrtmcnt, in conf.ol'mity with the 
ruIns or Pl'flCtiCC flnd pl'ocecil1l'c thereof, such cvidcnt;·(\ and n!'glllncnt 
os he shall (Il:! crmine to be necessary for the eff(!cliv(~ ))t;otcction of 
the interests of consumers. 

(Added by Stats.1970. c. 1394, p. 2G18, § 3, opcrnt,ive July 1., 1071.) 

HlstorlCl\1 Note 

DcrlvOltlon: Gov.C. rormer !w{'lioll :!.!O:!, ~ 1. IIIIlUII(\tltl h.\· I-:lllt~.1000, c. J:I8, 
l!!OG:i l ntltlell by Stllts.l!lt.lO, c. -HiT, II. I" 30t.l, § no, 

LI brary Hofel'elleen 

C'IT,S. l'llrli(!!I § m. 
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<.rATE or CAllrollNIA 

CII. 4 

Sao. 

:l25. 
326. 

, 32'/. 

. Al'ticlc !) 

CONSUMER COl\lPLAIN'l'S 

RccC'ption of; c()rnpll1ints. 
Notice of cOllllllnivt i l'cftH'l'al; pnt,terns of complnints. 
Hopol'ts; contcntH. 

§ 326 

" 

Article 5 wet,<; added by Stats.19'IO) c. 1394, p. 2(19) § 3, 
opemtivcJuly 1) 1911. 

§ 325. Ucccption of compla.ints 

It shal\ be tho duty of the diredor to receive complaillts from 
consumers concerning (n) unfair methods (If competition :mcl unfair 
or (ieceptive nets 01' prnctices undertaken by nny person in tile (:Ol1~ 
duct of any trade or commerce; (b) the' production, distribution, 
SD.lc, and lease of any Boods ond sel'vices t~lldcrlnken by any person 
which may endanger the public health, sf/.fety, or welfare; (c) viola
timls of provisions of 'this c(ld(~ relating to busunesRcs tHld professiotls 
licensed lJy any ngency of the department, and regul:;iUonr- prol1lltlgnt~ 
cd pUl'suant thereto; Emd (d) other matters consistent with the pul'~ 
poses of this chapter, whenever appropriate. ' 
(Added by Slnls.1070, c. 139,1, p. 21319, § 3, opoJ.'ativc July 1, 1D71.) 

Llbra.ry Rcfol'alloes 

'!'rnlla Ht:'lwlnlbn (;:::11'03. O.J.H. 'l'rn,lo-l\In rlOI, 'J't:nIO'~I\IIICH, nlltl . 
Ullfnlr C0ll111ctiti'JIl fi ~37. 

§ 32~. Notice of compl:tint.; referral; pa.t,tern!} of ('omplrdnts 

(n) Upon receipt of .any complaint pUl'suant to Scc!tion a25, the 
director may notify the pel'Ron against; whom the complaillt is made 
of the nature of the complaint and may request nl)propria [0 relief fOl' 

the consumer. 
(b) The director shull also t\'ansmit nny vnlid complaint to the 

sta te ot' federal agency whose aulhol'ily provides the most: effcdive 
means to secure Sl,ich relief. . 

The director shall, jf appl'ofll'int(~, advise the eonmnnel' of the ac
Hem token on the complaint uml of any other meam: whieh may be 
ttvailable to the consumer to SC(!Ltl'C relief. 

(c) If the dil'cctor receives u complaint or receives information 
from any source ludicating n probable violation of allY law 01' rule ()l' 

order of any regulatory agency of lhe state, or if u pattern of com~ 
plnints from consumers develops, the dit'cctor shall tro.m:mit any com~ 
plaint he considers to be valid to any app~'opriatc law enforcement 01' 
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STATS or CAlIf'Or.NIA 

§ 326 J.)iv. 1. 

r<~r:~lln(ol'Y ngcll<!Y (Ill)' ('vidl~IlC'O 01' informal iolt Iw lIlay hnvc Gon('crn .. 
jll~~ such lll'ohnblc- violation Ol' palte}'n of complaint)': 01' l'l\quc~t the 
Attorll0.Y GellcI'al io undertake nppl'opl'in te legal nc( ion. It shall l)c 
the continuillg clllt~' of the c1il'CC(Ol' (0 discern pnHl?l'nS of complaints 
and to asc(H'(ain Ow nntm'c flnd extcnl. or rtt:liol\ taken with rcs[Jl~ct to 
sllch prohable violations or pnttcl'l1 of complaints, 
(Added by Stnts.1070, c, 1304, p, 2Gl!l, § :3, operative July I, H)71.) . 

Library RMorent:cs 

n .. l.H. 'l'rllllc.~rn\'k!;. '.l'I'tVltl·Ntlll\('O. untl 
Ullfllir 0<)1I1\ICtilioll !i !!:n 

(! '.)1 "."7 S '-»1.1 e • HCllort!;; cou(;{,mts 

'rhe dil'l"ctm' shall submit to the GovQrnor and tho LcgislatUt'c as 
part of hi!, nnmwl report informat.ion concerning his activities purs\.IM 
unt to Stlc1 ion 3:~G, including the llumbm' find gCl1Ct'loll patterns of con
sumer complaints, tho action tnkcn on such complaints, t.he l'C':,ulls of 
such u(~tion, if available, nncl recommendations which will fUrther the 
stato's cnl:J:.thility to )'osolvo consumer C0l1111]uints. 
(J\ddeu b,v st:i~ts.1070, c. 1394, p. 2GI0, R 3, operative July 1, 1971.) 

S{JC. 
335. Dis!l('mhlation. 
38G. AmHlnl ropod . 

L.lbrary Rofornl1()(lS 

(l"Ut 'l'rnltc·II!lI.t'I:!l. 'fm'!c·NIIII1CH; IIl1d 
UII(llir CO"llwtitillll § 2:17. . 

Article G 

INI~OItl\IATroN 

A.rticle 6 was add.ed by Stat.,;.1970, c, 1.'J[}4J 2). 2£119, § 3, 
operative JulV 1) 19''11. 

r: -:~Ol' ~ ...r .. "b'-l. IHsHl'.minutioll 
'1'11(' director shall clis;,eminale to the public in fiuch form {lnd 

nmllll()l' 118 he doems most ailrll'oprinll~ information, stntistics, and 
other data. cow:cruing Uw following: 

(a) Functions; clUticR, powers, nJ1d activities of the dcptu;t'mcnt 
.mel of those agencies whose uullwrity provides relief from comm('l'~ 
dn! nnd tl·tHl~~ practiccs which arc inimical to the inlerc!3ls of tllC COl1~ 
sumcr. 

(b) Commercial and trade practices which urc dctrhncnta.l to 
consttmer:;. 
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, Cli. I) § 400 

(c) Goods and services which m'e unsafe, unhml1thfLll Ol' illill\ical 
to the gt!lll'I'al weiCat'\) of COI\SUmlll'H, 

(d) General economic conuitions, 
(e) T('sll'esu\(s, nnatys(?s, and stlulics of conSUIHCl' pl'oducts and 

services in tho PO!;scssion of state and rl'd(~1't\1 ngcndcs. 
(£) COnSl1l11Cl' cducntion which the director may develop on his 

OW11 initintive or obtain from othel' sources, 
(g) Ll1gis\ation of interest to consumers. 

(Added by SI:''lls,1970, c. 139,1, 11. ZGID, ~ 3, operative July 1, 11)71,) 

Library Rcfcl'oncos 

'l.'mdc nl'l;ululiulI ~~rh.l, 0,,[ ,~, 'rrnde·Mn rl\!4, 'l'llvle-Nrlll\\'R, nlll1 
lfnfnir COIl\JlcliliulI § 237, 

§ ~~~ rt .;J~"':H.}. Annm\l rCll{) . 
'fhe director sh" '\ include as part of his annual report informa. .. 

Hon regarding his a~ ,vitias pursuant to this article and his :mcccss in 
obtnining and disseminating information with. respect. to information 
o.vailuhle from other departmcnts of the statc, 
(Added by Stnts.1P70, c, 13!)~, Il' 2G20, § 3, oPUl'lltiVU July I, 1D71.) 

Sau, 

400. 
401; 
402, 
40:;. 
40·1. 
40£). 

Chapter 5 

:BUILDINGS OF TRB DE.PAR'l'.MEN1' 

Acquisition rInd il11Pl'OVCnll.!llt of realty. 
Trl\l\sfot' of money within c\(;Ipnl'tmcnt. 
'l'ranHfcl' of \nolley to ucptlt'l.lIlcnl, 
SUl)CI'viRion nnd l'lmtnl of buildinf(ll; 
Atlminil;ll'Htiv(l t'ulo!! and l'cguinlions. 
DispofJition of rcntals, 

rcturn of cont.l'ibll lions, 

Cha1)tel'5 1.1."(IS added by Stats,19,,]9) c. 909) p: 2!m3) § 1, 
'1'11..13 act which adeled thi.'1 chap/.C)' )'cp(Xtlcd Stats.19S"/J o. 28?J 
p, 631, which C01)(3I'(3(Z the same subject mat.t,rn', 

§ 400. Acquisition amI improvement of realty 
'l'hc DC'l)art.mcnt of Consumer Affairs may, with tll(' npprovnl of 

the Dcpnl'tl11cnt: of GC'ncra~ Services, }llll'chnsc (1\' othnl'wise acquh'c 
renl Pl'OpCH'ty and lllay COl1strllet and equip bllilding~ and make im
pl'ovClmmt.s thereon fol' its use lind the use of lho 1.>om'd~. nnc1 comntis
sions cotnl>l'ising the dCpCll'tmem or subjc<:t to illS jlJl'isdielionand for 
the usc of other depurtments, boards and i\gcncies of the state, il'l'C-
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PREFACE 

Upon presentation of this report to the Governor, the Consumer Fraud "ask Force 
will be dissolved, for its rrlissfon will have bcen accomplished. 

We startrd out in the fall of 1971 as a group of 14 individuals with divorse 
bac~g~ound~ and perspectives. We w'!nt through some stormy sessions where differcnclls 
of opinion were argued strenuously. We resisted urges to 'apP!'lnd 'minority' report 
proposal$ bec'l'Jse we believed that there was ehOugh common ground ,mc;! that Qur report' 
would be stronger if submitted in one voice. The more we met, debated, researched and. 
wrote, the clearer this became. Our differences were not buried or compromised. On 
those i$su.es where our differences were not resolved/ the majority ruled. And, while 
individual beliefs and perspectives still exist, many lasting friendships were formed among 
the members and staH during tho course of our work. 

Politically. the Task Forcewas thoroughly non-partisan. \\Ie came from businesses, 1the 
professions, consumer advoc:lcy, law enforcementand the judiciary. 

Our eClr[y meetings were ch.:Jracterized by w'Jry courteousness. Gradually, the lines of .. 
communication op~ned wide and weleamed much from one another.· Diversity of 
background is essential for a study group if it is to have the breadth of knowledge that will 
permit a true overview of the subject. . 

We believe that this report testifios to the fact that with sincere dedication to a goal 
(and with hard work) individual differences Clnd prejudices can be overcome. 
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CHARGE, tllRECTION AND ~t'.SIC FINDINGS OF 

THE CONSUMER FRAUD TASK FORCE 

• 
Th~ Consymer Fr!!y<;! T!:!sk Force was creatod in 1971, by Governor Ron;llr;! Rengan. 

The Ta~k Force was compri!;~d of 12 private citizens, an executive director ond two staff 
assistants. The initi021 charges to the grourJ were as follows: , . 

,. T·;) study the types of fraud in Califomi" and their impact on the consumer: 
2. To determine whether presctnt laws ara ndequate to protect the consumer; . 
3. To ascartain whather law enforcement afld state regulato/,y agencies have the legol 

tools and administfiltive procedures necassary to detect, investigate an'd prosecute 
perpetri:ltors of fraud; and 

4. To prepare this report on fraud problems in California today, with 
recommendations regarding improving California's protection against consumer 
fraud. 

This Ti:lsk Force report does not purport to be a study of all aspects of consumer 
protQction in' Cnlifornia, but rather a study' of consumer fraud problems and ways to 
protect California consumers from such frauds. 

The scope of the report is dependent upon the definition of consumel' fraud. Fraud 
assumes so many shapes that there is no Cl'lSY definition of it. The term is a generic one 
and each case where it is claimed that fraud is involved must be considered on its own 
facts. The statutory definitions of fraud, California Civil Code Sections 1672, 1573, 1709 
and 1710 are very broad and yet do not cover every type of fraud. 

Fraud has been judicially defined as the successful employment of cunning, deception 
or artifice to circum'Jent, cheat or dof(aud another and as the unll'lwful appropriation of 
another's property by ~C!sign. 

Deceit is the inducement of another to alter his position to his Injury or risk. It may 
consist of the presentation os a foct of tha.t which is not true by one who does not believe 
it to be true or who has no reasonable ground for believing it to be true. It may also 
con~ist of the suppression of the fact, which suppression misleads anothor. 

O:-,~ of the common toVi and l!:ltly stt~tutory requirements for ,frnud and deceit Was 
that there be actual injury sti!mmlng from the fraud or deceit. 

In an era of mass comm'unication and mass consumption this requirement hampered 
efforts at consumer protection since proof of actual injury to a multitude of individuals 
was impractical. 

Statutes, the Federal Trade Commission Act Section 5 and its California counterpart 
(Business and Professions Code S!lction 17500 and Civil Code Section 3369) wero then 
enacted to eliminate the requirement of actual injury. To show a violation of these. 
provisions one need not show actual injury. One need only show that a statement has the 
"tendl.mcy" or "likelihood" to mislead, whether or not it does in fact mislead. 

Thas\l statutory provisions not only expanded the coverage of the fraud and deceit 
prir.cipll!s, but also enlnrged the concept itself to cover situations where statements 
Ollthough true (or missing some facts) have the likelihood to deceive the unsophisticated . I 
and the cradulol!s. 

.~ 

The term "fraud" Is thus today used generically to encompass the enlarged concept of 
fraud and deceit and it is within this broad me.aning that tho Task Force undertook iu 
study. 

The Task Force's Investigation included the procurement of information from present 
and former members of public and private consumer protection agencies in the St:lte of 
California, fegilfdifig the most persistent 1VPC~ of consumer fraud. The following list h:l$ 
been developed by our investigation: 

A. Misleading Advertising 
In California, the Legislature has prohibited not only false statements made in 
attemptS' to sell goods or services, but also statemonts which al"(I misleilding even 
though literally true. (Business and Professions Code Section 17500). The following 
examplas illustrate the problems: 

,. A seller of tire tubes advertises "XYZ tubes now on sale for 50% off the normal 
selling price for first line tire tubes:' In fact, XYZ tubes are third line tubes and 
they are being sold at their regular price which happens to be 50% less than the 
regular price of first line tubes. 

2. A seller of carving sets in a full page newspaper advortisement in which several sets 
arc listed, places the following statement conspi~iously on the top of the page in 
large black boldface type: "5cr~ sale-now get 2" and in somewhat smallar letters, 
~'inventory reduction sale." It turns out th~t the sets are not being offered for $<lIe 

. at 50% off their regular price but that the seller wants to clear. out 50"~ of his 
warehous3 inventory and he is urging customers to help him do so by purchasing 
two sets instead of ·one. ' 

The exampills of this clever technique are countless. Tho similarity among the various 
examples lies in the fact tha~ in each Instance, the statements made are literally trUl1 in 
ono sense but certainly arc bound to convey another meaning to the reader or listener 
which in many such cases is the meaning which the advertiser apparently hopes to 
create so that consumers wili thereby be misled into purchasing something other than 
what they expected to receive. 

Another type is "B::tit·and·Switch" advertising. [Joit advertising contains' an insincere 
offer to sell 1.1 product or service which tho advertiser docs not intend or want to sell. 
Its purrose is to attract consumers in order to sell something else, usually a product of 
the same type as advertised but at a higher price or on a basis' more advantageous to 
the advertiser .. 

The "swltch" to the more expensive product is accomplished by disparagement of the 
advertised prodUct When the prospect arrives at the Hore or when the.~alemHifi eilll~ at 
the buyer's house. The issue is one of Intent of the advertiser. For example, the 
advertiser is not culpable merely because the customer responding i$ s.'lown other more 
exo'ensiva models. The consumer is entitled to see what is available and compare., 
H~wever. the salesman who actively disparages the advertised product indicates that 
the product w~s never intended to be sold. 
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Oth'lr indications of bait advettlsing ar!l! 

1. The ~ai!ur'l to have aVilitable ot nil outlets listed In the advertisement a suffir,:ient 
quantity of the advertised product. to meet reasonable antlcipatcld demands, ~mless 

, the advertisement dCllrly and lldcquatcly discloses that the supplV is t.imitqd <th%~~r 
the m'!rchandise is available only at cjo~ignatlJd Qutlets, 

2. Showing or domonstr.ning a product which is dofective, unusilble or impractical for 
• the purpose represented or implied in tho advertisement. 

B. SJfes in the Home 
Among comptlni\ls selling products through sa{(lsmen who come to the hamil, a good 
number s.ct out to mi!ilead the consumer nt the time of the initial contact. rhe ideo is 
to:> snin entrance into the home by Ollile (Foot·in·the·door technique) so that the 
salesman hns an opportul1ity to apply his high·pressure sellin,g tactics. '('hese companies 
have found that many p;zople do not like salesmen to enter thelr homes and take up 
their time. Accordingly, whether the contact is initially made by telephone, mllil, in 
person, ur otherwise, the housewife is apt to find that she "has won a contest", has 
been "specinlly :;elected", is being asktld to participate in a "survey", will receive "a 
girt"~ or will be visited by "an inspector", "a representntive", "a demon~trator", "a 
company official", or "advertising executive", or just about any title imaginable 
except aSJlesman. . 

While the consumer eventually realizes tha true identity of the caller' as a salesrnnn, the 
gaining of access to the consumer by deception has long been considered unlawfUl. 

Home Impro\'amcnt schcmas: 
De~pite vigorous, enforcement, consumer fraud remains a problem in connectiorl 
with the sale of house improvements. The best documented examples relate to the 
sales of aluminum siding and arc reported h. opinions of the Califortiia Courts of 
Appeal affirming (orgery and grand theft convictions. 

.The salesmen usually work in pairs. In the typical transaction, one of the two 
sa!!!sm!ln approaches a couple at their residence and introduces hlmsalf as an 
advertising executive for a local home Improvement company. After some initial I 

:.\ I 

made in th1:r neighborhood as a result of the work performed on their hous!!. 
According to the salesmen, this is the \l\,'ay the manufacturer <lcvettisr.s its products. 

Unfortunatetvfor the consumers, the salesmen are in fact simply salesmen :lnd not 
executives Clnd this Is the normal way they induce the unwary to sign cDntracts for 
thousonds of dollars worth of aluminum siding. More unfortunate is tne',fact ~hat " 
the mnnufoctuI'or's "cost" is what the salcsmen figIJr'c they can squeeze out of their 
victims (whotuvar the mnrkut would bear). To 'mnko motters wors,e, the salesmen 
often tell the customers th!.tt the quoted prk:o is tho complete price for the job 
when in fact the price did not include all charges" a fact which the consumer often 
learM only later after receiving a c;ompletely filled·in contract and poyh'lent book. 

Book sales: 
For more than 35 years. It has bacn a common deceptive prClctice of some 
or!JDnizntion~ soiling sets of books to ca~I$e their sCllesmonto misrcpr!!scnt that they 
are giving awny a set of books; tliat they are not selling anything; that the books are 
free; that the books are btling given free as nrt advertising plan; that tho prospect has 
been specially solected; and thnt tho only return desired (or tl10 gift is permis~ion to 
usc the name of the prosp'!ct for advcrtising purposes .,,,d os a reference and that 
said prospecH arc paying only for a SUPI)lement service at Il nornlnal cost to keep 
the set of bOOks current. Tlw statements thllt the books ale being given a\'l<ly; 'that 
payment is only boingmade for tho supptoment sllrvi~o ond that the pric~ is a 
hominal price, are false and dllcoptlvo since the price charged is lhl'(egulilJ, 
standard price for both the complete set of books af'lQ the supplement s~~'/ice. 

Magazi(1a sub.~r;riptions: 
Th~ horne f.olicita tion of mllgnzinP. sales was rnnked first in 19G5 lind 1969 llS 3 

source of nationwicle complaint by the associlHion of (Better Suslncs:. BUr!lil).lS ',: 

International. The Fedora'i Trode Commission hos issued comp!aiiia tlS<1inSt several 
mugazine publishing companies chllrging a vilriety of dcc'.!ptive Prllctico$ including 
the misrepresentation of terms of magili:ine contrncts by tolling the consutnerhe 
v.~as receiVing free subscriptions or reduced r<lles. Salosmen ohcn pas!! as stud'lhts 
attempting to win a scholm'ship; the "students" ,inv<lriablV ri~ed only "X more 
sales" to win the scholnrship. Olhur snhmncn's tactics to' go;ncntry into the house 
include posing as survey tol<ers or r(!pr(!sont~~lves o·f tjharitnble or soci:)1 c.lubs 
(YMCA/ BoV'~ Club/ Ii\lind Poople's Groups, etc.). Orlce entry is lJ~compljshed th!! 
CQr;1sumcr is subjected to highpres5urll' sahrstactics. .. 

, dIscussion. he tclts the victims that <In import;tnt executive from a large national • 
manufacturer or illuri'inum foiding mcrterial (any of the major m<lnufact\Jrers' names 
m.3Y be used) is outside waiting in the salesman's car (commonly a lurge, expensive, 
late model) and is pro pared to enter the home pnd offer IVlr. and Mrs. Gullible a 
fatlulous opportunity to participate in a notional advertising campaign Imd thereby 
obtain beautiful aluminum sidins' for their home at the manufactut!lr's cost. The 
~~Qnd salesman then enter~ the house and tho two proCiillti to tell the owners that 
thl)'ir house is to be used as a "model home" in the area; that "before and after" I 

C. ,Automobile sales , 0 

. ph/:ltographs will be taken and these photographs used on television commercials 
anel in magazine advertisemonts; In addition to paying only manufacturer's cost for 
the siding materials, the customers will receive a commission on. every future sale 

3 

A fairly common (type of deception in new car sales is! 

A', Clllstomc!r Venters an automobile dealership and discusses tn'! terms of.sr" ~. 
aut0mobih~ purchose with 0 man he bClleves to be a sillesman. This man,often ha$ 
no authority from th,e dealer to sell an ilutomobile nor to actively Mgotiiltc for the " 
sale of an outomobile. (His purpose is to det(\rmtnewhether or not the custom~~ is a 
serious potenti<\i buyer and It ~o to obt.ain from the customer the certificate of 
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ownership on, a trade·in car or' a down payment. The customer. Is then t~ken to a 
"manager" who is in filct a high pressure salesman with an adding machhll:l. It is at 
this time that the real negotiations begin and the customer· already parted from 
the pink ~lip and cilsh • is negotiating under duress. The denier had no intention of 
selling the automobile for the price fir$t indicated by the initial contact rr'an. Tlie I 
customer is no longtlr in a good position to bargain. 

Used car sales: 
Legnl Aid representatives have cited this as one area where the low·income 
consumer in particular has been the victim of fraudulent activities. Reports, of t 

odometer rollbocks. tronsmissions filled with sawdust. oral promises which never 
find thoir way into the written contr<1ct • all a~e complaints which have been 
registered with consumer groups. 

An aclcjitional problE!m is that such practices are used to sell automobiles to persons 
who CJnnot afford to buy the particular automobile and would not buy the 
particular automobile if the true facts were made known to them. 

If thllre is an eventual default. the automobile is repossessed, and the buyer' is faced' 
with a deficiency claim which he cannot afford to contest. After a typical 
deficiency judgment, the consumer's non-exerr)J~t property l1.1ay b."l levied upon' 
and/or his wages milY be garnished. 

D. Dabt Collaction 
The practice. of cartain debt collectors have created problems for the California 
;consumor. Lp.gal Aid offices have idt.mtified abusive debt collection practices as a 
significant problem perticularly for lower·income, poorly-educated consumers. 

Where the abusive prac\ices exist. it is found that many of the alleged debtors do not 
actuallv owe the full amount cfaimed, or they were defrauded. There appears to be n 
hig~ correliltlon between deceptive salos practices and deceptive collection practices. 

It seems likely that several fIY-by·night selling operations investigated by law 
enforcement agencies would not have been succp.ssful if it were not for the unfair and 
:1i~~pth:e ~~::e:\}t~vii tauhniqtiu~ iJaed tu thr6 th~ vh~iirft:; 6f it;, pursutsce them to pay. 
ihis i1> p;JrticIJ!\lrly truo. of those who prey ,upon poor people in our soeiety. 
Low·income victims often do not know their legal rights, cannot afford <1ttorn,eys. to 
defend them in fowsuits pro~ecuted by the unscrupulous and do not know how to 
complain to the proper agencies. If they do c.omplain to the local police their 
complaints are likely to be rejected because of the widespread impression that the only 
remedy available is for the victim to file his 0wn civil action. 

Furthermore, many persons Who are unlUCKY enough to have the same name as a 
delinquent debtor find themselves subject to harassment, intimidation, and deception. 
When a sl<ip·tracer traces a debtor to a poir.! where more than one indlVidu<11 fits the 
description. he is likely to pester eOlch ono. Finally, there are \)Iso the innocent third 
parties whose privacy is ir:lVaded because they are either related to or acquainted with. 

r' 
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0; 'suspected to be refated to or acquainteCl With an alleged debtor. They are 
intimidated or deceived into answering prying questions covering their activities, 
assets, famlly relationships; employmen'<. and so on. 

One skip-tracer prosecuted by the Attorney General obtained much information by 
mailing questionnaire letters to numerous perions. indicating that he was seeking 
in'formation for the purpose of 10c<1ting missing heirs eligible to inherit from various 
estates. The questionnaires contained qUestions designed to ferret out debtors and 
reveal the nature, extent, and location of their assets. They also resulted in the 
divulgc;!'\ce of a good deal of confidenti~1 information. People are normally interested 
in obtaining something for nothing Clnd their strong motivation in this respect made 
the qUestionnaire a sllccessful skip-tracing device. 

The Task Force received a good deal of information concerni(l!j business practices 
which arc allegedly "unfair" or inequitoble. Many of these were found to be outside 
the scope of the subject matter since no clement oJ fraud. duress. decait or intentional 
or, negligent misrepresentation llppeored. While we believe that the subject mattllr of 
"(:onsumer fraud" is broad enough to encompass both intentional ond negligent 
misrepresentation, we do not believe the subject matter can be said to include notions, 
of fair play and equity where deception or misrepresentation are absent. Such 
consideration entails difficult public policy decisions best left for legislative 
~onsideration, 

The imagination of bunco and con artists seems limitless. Tools to effectively combat, 
prevent or eradicate 'such schemes must be flexible and innovative. A piecemeal 
statutory approach eradicating one type of fraud as it surfaces is generally impractical. 
Emphasis should be placed on ways and me:!ns of educating consumers, redressing 

. wrongs and punishing fraudtJ!ent operators. 

The Report, therefore, deals heuvily wi th those State and local bodiesb,est suited for 
the prevention of, protection against. and erudication of consumer fraud. 

BV the use of interviews the Task Force has delved into these agencies, studying~heir 
re~PQnst\feness. tneir admtni$tr~tl'le procedijres ~nq their c09rdi~a~i9n, w~~t'l~ _q~?~~_"=~'!=~:11 
another~ 

The.basic findings of the Task Force can be summarized as follows: 

1. The types of consumer fraud existing in the marketplace are w!dely varied and 
C<1lifornia's consumers are continually exposed to potenti<1l1y frlludulent schemes. 

2. Existing laws ~nd remedies are adequate fllr the most part but are not being utilized 
fully or innovativcly by the proper authorities. nnd are too offen unkncym to the 

CQ'hsumers. . ." . . "it 

3. The impact of fraud on the low·income consumer is more Signtfl.C3!'t than tt!:!~ 
affbcting otl1'ers. . . .' 

4. The admi;'istr~~iVc procedures of many of the consumer agencies and bUreaus are " 
not now geared to the elimination ofJraud. 

:1 
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5. Fraud i~ not being uniformly investigated and prosecuted statewide partly as a 

re51Jlt of lac~ of coordination betw(!en various Federal/ State and local offices 
working in the consumer protection area. 

6. A comprehensive, multidisciplinary program of consumer education is needed. A 
more effectiva wcapon again~t both old and new schemes is increased sophistication 
on tho part of the intandcd victim. 

The Task Force recognizes that there is no way that government can guide each of 
California's millions of consumers through the marketplace. The trend, indeed, must 
be away from a random pHing up of additional bureaucracies to "sol va" various 
prob:ems. Too of:en in government this approach IHIS led to ciuplicatioh of effort with 
little or, no coordination between different bureaus. To some extent this problem 
exists in the field of consumer protection, resulting in deficiencies in procedure and 
prosec1Jtion. Functionaries arc often uninformed as to which other ogcncies can handle 
C'!rtain specific problem areos. The result is the "referral runaround" • a problem 
which todDY burclen5 comnlaining consu;i1ers. Failing to find the proper llgency for his 
complaint, the conSlJmllr becomes di~couragcd and ceases his pursuit. When that 
occurs we lose our most villuoble source of information to spot fraudulent practices' 
the individual consumer. This loss cripples any effort· no matter how diligent· tQ 

eliminate fraudulent practices in California. 

The present system of con~um(lr protection in California encompasses four main areas: 
(1) Admini$trative; tne licensing nnd regulatory boards and bureaus: (2) Law 
enforcement· Attorney General, district and city attorneys, and shuriff and police 
departments; (3) Legislature; where attempts are mode to deal with problem areas via 
legislation and hearings;, and (4) The judicial system; wherein some offenders and 
p'.lrpetrators of fraud arc penalized civilly or criminally. 

In studying Californin's system of consumer protection and action against fraud a clear 
deficiency emerges. There is a lack of communication among agencies at all levels. 
What L needed is an efficient network to coordinate the work of agencies so that 
complninants are directed to the' proper one and so that fraudulent, schemes are 
tdt;r1ttfIsd" 

This eoordimnion afld ecoperation COi'l best be attalhed through the Department of 
Consumer Affairs wh:ch could set up a network for !ioison, referral procedures ~nd 
exchange and gathering of information. ' 

There were some areas Which, although investigated, the Task Force concluded Were 
outside its scope. Two of these were (1) problems involving stocks, franchising and 
other business schemes which arc more commercial than consumer related; and'(2) 'I 

auto repair problems. While auto repairs are a significant sour<:,eJI of consumeI' 
complaint$, a Bureau of, Auto Repair has rec.ently been created· to de;)l "'{ith such 
problems. This bureau is much too new for us to be, abie to make any judgment as to 
its effectiveness in resolving the problems in this area. , 

7 

There is no segment of 'the marketplnco immune from potential fraud. Fr~ud is 
dynamic, and expanding nnd ec1nnbt be prccisaly categorized, The imoginative ability of 
the fraudulent o'perator knows no limits. Although consumer frnud probably c:lnnot 
be eradicated, it con be curtoilad by effective, alert ond jmLlgintitivo prevention and 
enforcement - prevention through education of consumers ond agencies; enforcement 
through trained and dedicated personnel. 
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CONSUMER AG,ENCIES SECTION 
'" 

There are several hund~ed agencies nnd authorities which constitute the network 
, , consumer protection in CalHornia. These bodies range from Fed!!rat to local, public 

private, with jurisdiction vnrying from the very general and wide to the very specific a 
narrow. 

Sincere efforts have been made by these organizations to cC?ordinate some of th 
activities. They were created at different tirt1!.:ls by different bodies for meeting vaiyi 
needs, Some deal solely with regulation of one professional or vocational area. SOi 

specialize In prosecution. Because of this diversity of function efforts at coprdinatl 
, have been only partially effective. -

There is certainly need for coordiniltion among all those bodies. The task is nOI 
simple one. Attempts at coordination wlll have to face a political reality: the jealot 
with which each agency cherishes its independence. 

Fraudulent schemes cost California's consumers and legitimata businesses millions, 
dollars annually,1 In some cases understilffing of consumer agencies is a problam. But i 
clear that aVililable manpower could be usad more effectivelY by establishing priori 
which would confr,ont consumer fraud more directly. Some enforcement agencies allo 
little or no personnel to work on consumer fmud problems. One District Attorney fro 
large metropolitiln area said that his office is unconcerned with consumer proble 
because such "white collar" crimes do not get headlines. This 'view is contradicted by 
media coverage given fraud prosecutions instituted by those district attorneys who 
active in the consumer area. The basic responslJ)ility of local enforcement,agencies is 
protect the public. Active enforcement of cons~'mer fraud laws fully e?<ecutes that du 
Action which exposes fraud is covered by the media, and this publicity is important 
educating the public and in deterring fraud: 

i'J!any agencies operate without full knowledge of existing statutes and reg~lati 
avail<lble to them in the battle aguinst consumer fraud. Few police <lnd district attor 
offices ilre aware of all the civil and criminal laws which could be employed as weal? 

I against ~YnSiJmi;r frdud .. lfidci;d!'- fililfi\! _ufi:_ fUll il~!!fe _qf~ lbg5W~ ~[ffi1E!~y~t~~Yl 
(Busine~s and Professions Code Section 17500 and Civil Code Section 33691. . I 

The appendix to this report includes a compilation of code ~ections recognized 
" being weapons and deterrents against consumer fraud. The compilation is a starting poi 

With reasonable imagination law enforcement should have little difficulty applying'so 
of the code sections to any old or new fraudulent practices. Such;JlI summary of c 

. sections has been requested by judges, pol icc and district attorney offices, and should 
made available to them for their use. The Department of Consumer Affairs could furt 
develop the compilation by a supplementill service to keep this summary curr 

, annually. 0 ." 
fMaonuso'il and CarpQr, The Oark Sldq of Thl1 Markl1tplacl1: Tha Plight of Th. Amf!rican Coniu 
Pi"cnticg·Hali (1968) ? { 
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'Ne are not certain what is required to inspire the change of priorities and reallocation 
of !Y.!rsonMlessential to better protect California's consumer against fraud. While the 
Governor and the State':; Icgisiative hladers C<lnnot order local police, city and district 
attorneys to follow certain courses ·ot action, vve believe that any strong commitnients 
~ro:n these leaden would b'.! persuasive. 

Every board' and bureau in' the Department of Consumer Affairs and other 
-. enforcerr.ent and regulatory agencies commented on their general areas of responsibility. 
,- f\'lany cited limits on their jurisdiction as the basic reason for incomplete and inefficient 

service. r.1any wish to increase their jurisdiction t.o provide more service to the f,:onsumer. 
We found that some -offices arc too quick to turn down a complaint. alleging lack of 
jurisdiction. Some authority or office exists which can handle any given complaint, Those. 
••• .. Mieh are quick to reject a complaint should at least be responsible for referring the 
complaint to the prop'.!r authority. Thorough knowledge of the overall system is essential 
to e:;tablishing the coordination and cooperation required to improve California's efforts 
aCl;)hsl consumer 'fraud. 
- A':1Y att'.!mpt to eliminate consumer fraud cannot slIcceed without an efficient method 

for handlir1g complaints and if flecessary referring them to the appropriate ~gencies. 
Follow-UD of referrals would discollrage inaction on complaints and would promote 
communication and cooperation among the agencies and offices dealing with consumer 
pro~ection. It would also help idr;ntify agencies which are not fulfilling their 
responsibilities. The net effect of this wduld be a more efficient lise of available' 
manpowar. The final result shOUld be resolution of consumer complaints heretofore 
unremlv::lble and an increase in public confidence in those offices charged with consumer 
P~'Q~~ction. . 

Til'.! endy rccog:1itio~ of a fraud or fraudulent scheme and the speedy referral to the 
apprcpdate agency for nppropriate action (lre essential if we are to have an effective 
program of consumer protection'. 

Certain agencies, such as the Attof.,ey General and the district at,torlieys ale able to 
enjoin and prosecute' fraudulent' schemes affecting large numbers of people c; which have 
a statewide impact. Other consumer agencies are equipped to resolve complaints on an 
informal basis but may not have the neCessary personnel Qr !ggal)mthQrlty to prQs()cut~ 

i- ita\JdS~ 

We need greater ClTiph<lsis en cbtalhinn restitution' for the defrauded or injured 
consumer. The person complained against is subject to license suspension or revocation, , 
Cl:'ld criminal' prosecution. but the consumer has neither received his money back nor What 
he b:-;rS3ineo for. 

The implementation of these changes can be accomplished within the existing 
structure. The Consumer Affairs Act wnir.h created the Department of c:onsumer Affairs 
provides in Section 31.0 that the Director shall " ••• assist l advise and cooperate with 
federal state and local, ageiicies and officials to protect and promote the interest .of 
consu~grs." It is iI', regard to these concepts that the Task Force examined the agencies 
in','olved with consumer protection. 
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R ECOMMENDATllONS 

CONSUMER AGENCIES SECTION 

The Task Force recommends that: 

1. R.;JgLllatory and prosecllting agencies reevaluate their priorities to place consumer rra 
at a higher level than before, and reexamine the usc of personnel. 

2. Agencies and offices involved in consumer protection and consumer fraud purs 
make concerted efforts to coordinate functions.' I 

3. The Department of Consumer Affairs distribute the compilation of code s!)ction~ ~ 
,the appendix ,to thi~ report) to judges, police. sheriffs and distric't attorn a] 
throughout the stote. ] 

4; The Department of Consumer Affairs annually update the compilation. J 
5. Every office receiving complaints from consum,crs be certain their r~ccl\ling per$on,~ 

have a thorough knowledge of the other offices active in the field. 
6, All offices' involved in the receipt of con'Sumer complaints' dev110p follow; 

procedures on referred complaints. . 
!;. 7. There be greater emphasis upon obtilining restitution for the defrauded consumer. 

S. The Director of the Department of Consumer Affairs take the initiative to coordina 
the various governmental offices involved in consumer protection (as mandated 
Section 310 of the Consumer Affairs Act). • 

" 
, '~ . 
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DEPARTMENT OF CONSUMER AFFAiRS 

California Is one of the first states to develop a Department of Consumer Affai 
There had been a history of inaffective consumer fraud prevention programs in the Offi 
of the Consumer Counsel for the Stnte and the old Department of Professional a 
Vocational Standards, Tho Office of Consumer Counsel was interpreted as the complai, 
receiving center, although there was little actual referral or resolution of the complain

l 

received. The office was also viewed as an advisor to the Governor and as an advocate (, 
the consumer statewide. Personnel and budget reductions hampered these effort 
Moreover, in its last yeurs the office failed to testify before the LegislOlture for or ag3in 
legislotion affecting the consumer. The Departmont of Professional and Vocation 
Standards consisted of various licensing boards odvising and regulating businesses q 
ethical stondards and licensing laws within the narrow confines of a given professional ( 
vO(;lItionol area with minimal emphasis on assisting the consumer in the resolution ~ 
comploints. 

The Governor's Office and the Legislature grappled with the probl.:!(\'l of a need for 
department to operilte effectivelY in this area for several years, and in 1970, throu!;h 
reorganization program designed to give Californians a consumer·oriented department 1 
the state government level, the programs of the Office of Consumer Counsel and th 
Department of Professional and Vocntional Standards were combined into what no: 
exists as the Department of Consumer Affairs.1 , • 

The main legislntive mandates to the' Department and Director are: 2 

(a) Recommend and propose the emlctment of such legislation as necessary to proteI 
and promote the interests of consumers; 

(b) Ropresent the consumer's interests before federnl and state legislative hearings ar. 
executive commissions; . • 

(c) Assist, advise, and cooperate with Federal, State; and local agencies and officials t 

protect and promote the interests of consum9rs; 
(d) Stud'/, investi!l\lte, rosearc,;h, lmd analY~Q mattQrs ;tffectLng the JJ!tM~KSQfco!ls_uJDeI 
(ej Hoid pUblic IiciifHigs, subpoena w[umssr,s; roRo testimony' comper mcproaUCtIO~~ 

booRs, paper!), documents, uiidothi!F evidence, and call upon otlier sUite agencies it 
information; 

(f) Propose and assist in the creation and development of consumer education program 
(g)' Promote ethical standords of conduct for b~lsiness and consumers and underta:': 

activities to encourage public responsibility in the productj;bn, promotion, sale a:: 
lease of c~msumcr goods and services; 

(h) Advise the Governor and Legislature on all matters affec:ting the interert c 
consumers; and 

(I) Exercise and perform such other functions, powers and duties as may be dee~ 

lTho Governor's Rcorganiziltion Phln No.2 of 1970. 

2Tho Consumor Affuirs Act (California Businoss ond Profonlons Code Soction:300 et~q.' 
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• 
, appropriate to protect and promote the interests of consumers as directed by tho 

Governor or the Legislature. 

The director may' create an interdepartmental cO!'fl'mittcc to assist and advise him In ' 
the implementation of his dutios, :rhe members of such commlttec shall consist of the 
hcads of State departments, or their deslg,nees. 

The director 5h(1I1 ~ubmit to thfl Governor and the Leglslaturc durin!! the month of 
De~mbr:r prior to each regular s~s~ion of the Legislature a full and nccIJ\'atc report of tho 
a:tivities of the Dcpnrtmcnt relating to con~umor offalrs. Such ~cport shall include 
tecommendutions, whl;!o appropriate, for leoisiation which will protect and promote the 
interests of consumers, A copy shall be filed with the Secretary of State. 

The boards and bUHHIUS within the Department license and rugulate over fifty industry 
areas, c!o~ to a million pl~rsons and businesses 'in such diverse Ore1l5 as accounting, hc"ling 
arts, contracting, auto and electronic repairs and many otl1ers.3 Most of the boards were 
in operation under the (lid Department of Professional and Vocational Standards. Since 
th~ creation of the Department of Consumer Affairs many bonrds and bureaus have not 
significantly advanced from thu'role of ptlssive licensing agents, with limited powers of 
dicipline and informal settlement. Many' of these bonrds and bureaus, interviewed by this 
Task Force, indicated that tnure were common problems and practices with which they 
are powerless to deal and which, in fact, nrc not being pursued vigorously and thoroughly 
by the responsible offic!)s. 

A device by which the boards could become more active on behalf of the c.:ons\lmer 
cO'Jld be to give them the abilitY to informally adjust complaints. Two boards, the Bureau 
of Repair Services and the Bureau of Auto Repair are so empowered.4 The import.mce of 
this pQ\\'er is that it enables the bO:lrd or bureClU to secure redrr.ss for the consumer in the 
form of restitution or having a job co'mpleted as bargained fQr. 

Whi:e revoC3tion or suspension of licenses o'r criminal prosecutions against fraudulent 
denIers are effective forms of discipline they Ctlnnot make the injured consumer "whole," 
Clearly there are cases which demand disciplinary action be taken against the licensee; 
however. concurrently in a great number of these cases attempts at inforr"al settlement 
would b~ of direct br.nefit to the injured consumt'r. 

The concept of informnl <1Ciustmcnt Qf complaints by boards and bureaus r~ises ~OrnG 
probli2ms, The fact that {rnudlllent d'~aters might escape discipline by simply paying back 
the in?ividuill cOr'rl~filindnt while continUing to defraud others, is a potential abuse. This 

3rhe bOJrI:J~'"nd burp.ilU\ rp.!3'Jlate alld IicIJnse the following areas: Behoviorill Science, ChircjflrDctot~, 
Donlnl, Guide DO!J5, Medical, Hearing AId Exominers, Physicnl Therapists, Physicians A~slst!ln\s, 
Podiatry, Psycholog\' Examining. Nur~es Registry, Nurs!ng Home Admini$lrutors, Optometry,' 
05:co~~thir;:, PharrrtJcy. Registered Nu~ses, Veterinary, Vocation Nurse and Psychiatric Technicians, 
':;ccOVNilncy. Ccmctcr\', Collection and Investiga:ive Services. ArchltQcts, Controctors, Designer's 
Qualtfic;.'tions. GeologIsts. Landscape Architects, Professional Engineers, Structural Pest, Athletic 
Cort'mi~sion, Automotivu Rep3ir. Barber, Cosmetologists. Dry Cleaners, EmploVnlent Agencies, 
Funera'l Directors and Embalmers, Furnlturo Dnd Bedding Inspection, Repair Services, Shorthand 
Repor'ters, • 

4Calt~ofnia B\lsine~s o!,d Professions Code Sectiot's 9860·9863 (Electronic Repair Dealers Actl; 
ColllortllD Business 3nd j>rofe~sions Code Section 99825 (Automotive Repair Act). 
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sh?Uld not occur if thtl hO(lrds rofrJr those complaints which llf.lI't':1r to bc~rlmin(ll 
fm,LlUlIlant in nature to the local di~trict attorney, If the Iic!!nscc llcc'.ld!!S to lin infor~ 
Ildltl~t",(l~tl such would hu uvioence of his good f{lith, but shoutd not pIIlr./ude the bel 
from, Wl<lIIg disciplinary aClion, ' j 

~tlarill,g officers presitlit'9 over. disciplinary nctions agah,s! liccnscc$. SllCh I 
C()Il~itr uotl()f1 I:OlltriH:lor:; or pllll11lHlr5. UO flol h,WI! IHJWtll to Otdl.!f Ikl~lw'as t~, m 

• , 1 
re5t'tl~tl()n to consur(lurs (lillY hova defraudr1d !;l'J()n if aI/ np'c\l~rmy f!vicltlllce is bl!!i 
IIH!rTI,') SOllle Iw:aitlU otli(;IJI!' do II.HllIill.~ lhl! 'ic:\l":;l~t~ 11I11l.lkulc~tilllli(l1l a~ ,I Cl\flditio,,1 

proh~l\iQI\, Other hll:lr.ifl!] olnclll's i:!m\ attorneys c11105tioll the legtJl Plopti\lty of sue! 
com"tlor~. Cluurly, 111,5 n:mcdy is 1101 avuil.lblu ir thl! licl!l\Sf! is revoked. In ,1dditionl 
W~lfld hu bU,d I.whlie polit:y to tcmpt u 11t:t1ring ollleer to kUliP <I cf()l.lk ill !llISjlll.;S~. e~ 
WIth prOUatlon, simply to have available a lever to enforcu rustitutioll for 0 hJI\dft:lj 
consumels whosu case historins he hns hl.!(lro. 

The procedure we recolllrmmd is thol thu Iwnrillg offiCI!( bt! giVlltl by stJti 
curtificu tiOl, power simifur to that u"jOYlld by tho Lllbor Comrnjs~ion!lr" That PO\ 

would ull~w him to rUl1dtJ.f' a decision It/flich wo~11t1 illclude finding:; of (.rct showing Iraj 
on I!,U eVldellCtl boforu hll1~, and if thl! re(:ord permittud, the ;lOlounts,duo ,mel IJllYi1UIU] 
pnrtlcular Consllmers, The wronovd consu/nur <;oul(1 tlum go to Smo.lll CtJims court wh 

, the certified decision would be considered prima lucie evido/lc!! or: thu findings m.::dj 
Thu defcndullt woulll be permitted, 01 CClltr5e, to rnbut the cenifj'ld rinciinas a.-:d ! 

conslImnr could supplement tht} finclings, If not rcbl1ttnd or even conlestco tl~e CIH lif;' 

findings would bll (:l1Iille(1 to the ~ilfllC kind Qf jlld\!IIlCflt tl1\!V would f\lccivu H m"de i~ 
court of I;~w in thll first iflSI.IIICIl. I:(ff tllel' tustirnol\l1 Wlll/ld P/Ob.lllly siliciofll hI' It!quir'j 

There IS all overall nr:ed for [Jetter cCllJrdin.llion among all levels of aguncit!s I 
conr.ulm:r·oritmted progralns amI v on~otcl' C)(Ch,lllgn 01 infr>nnatiol1. EJch bOJrcf . 
bur:~lI should have thu addell rC5ponsibility of continually reviewing and improving I 

pollclcs to enforce the law more eflectivelv or rCUl/I.Illl the J"dllslry as outhorilcd I 
sta lUll. " 

The Division of Consumer Survices was crllatcd ouring the DepJrtmen 
rcorgnnizlllion, and is rcspollsiblg fgr imp!emuntinll rn;mv of*c. f;;atiifcm!O!ill'-':!1r~! 
19,0 Coii5llf(icl Affairs Act. The Division has ucc:omc a clearina house fnrid~as ~ 
devilluping IiCW proccdUl'os to dtllii yvlth the mntly r)roblems in tho consumer field. It r
also oecolne the inforll)<ltionrcsource far the Director. Legis\;)fure and Governor as w 
as a primary source for duvising ond distributing consumer information<ll materials ar 
publicity <lbout the Dc!portlllont. 

5Thll Adl1linistr.1tiw PrOCIlUllre IIctUOllS not Dny cannot CO"~ltlutionillly glV!! the agcnClc$ Marl 
thu$\l CilSCS judici.J/lluthorilY. 

61,1lllor Godtl Sr.ction !lD,S 1.1111'$ nOI give Ihl! Lallor Comtmnioncr's deci510n pr;tnd (xiI! Ir.Jruc but \ 
SCII no rC;J501l' why Q sta,tutfll:ould nOI Oiv!! such WIUI! to tlta flnl.l'rI!ls. • " 
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• Important functions of the Division of Consumer Services aro: 7 

(1) The d~vc!oplT\cnt of a one·stop consumer complaint and referrlll servico for all 
Californian::; 

(2) Estilblishing Ii;lison with consumer organi2'111iolls, 'business associations, and other. 
individuals or oroups involv<ld in consumer activitics;8 and 

(3) SP.rving as <:n inform;ltion resource for the Director, the L~gislature, Clnd the 
Administrntion in the consumer field. ' 

This Task Force found that all of the above are essential if there is to be a significant 
reduction of consumer fraud and an increase in consumer protection. One of the most 
~rious problems in the consumer area is vast number of people who have, or ~elieve they 
ha'/e, a valid grievance in a marketplace transaction' but do not know where to go to 
reiJi~t<.r their comp!alnt. This Ta~'< Force ran public service spots on radio and television 
nil o'l,<r Califomia requesting consumers to relate their problems. The overriding point 
S:lined from the responses was th3t consumers either did not know where to go to 
complain or they had tried and were frustrated by being shifted from office to office. It 
fellows th;;t the failure of large numbers of people to register complaints makes it much 
easier for those who engnge in dishonest practices to continue to profit at the expense of 
COiiS&Jmers and legitimate businesses. Thus, the rcgistration and recording of complaints 
(and q'Jicl< referral thereof) are major weapons in the Dttempt to combat fraud in the 
markctnlace. 

Likewise, eSlabli~;hjng close liaison .with consumer organizations, business associations, 
• laYl enforcement ilnd prosecution agencies, legal services groups, neighborhood and 

community org;,ltlizations is vital to any effort to fight consumer fraud and foster better 
con~iJmJr protection. 'Nhat is needed is the establishment of clear jurisdictional lines of 
the~e offices, a thorough education of their personnel as to precisely which office ('.an 
oos: handle a referrnl; and a procedure to follow up the referral. 

The Department of Conr,umer Affairs' efforts tOVlD(d developing uniform procedures 
and forms is (mother step in the right direction. Such uniformity would extend outside 
the Department to other offices h:mdling consumer·related cases. The Department has 
b~Cjun to have workshops on proper phone techniques for receiving complaints at the 
board and btlrei!lI Icvlll. to f(l~tcr uniform efficiency. Once a standard complaint form is 
cll\'~I"p,;p,. lho goul Sl10uld bJ to h(lve the p!!rson receiving the comploint b'l phona or 
mail reGp!d 'tha p~rtincnt facts on the form. Then, if necessary, refer that form personally 
to th1 proper office for acti;)n. This procedural recommendation minimizes the risk of • 
losing a legitimute consumer complaint by discouraging the complainant through asking 
h:m to place an additional call or mail an additional complaint to another office. The 
D~partment of Con~umer Aff'llrs must take a strong role. in this effort among consumer 

?Ocpartmcnt Digest (197:"1. p. 19. 
STne Ta\k Force Mlievcs "other groups" should include law on(orcemcnt and prosecution agenclos, 
1~g;;1 ser\;c~s sroups, sp~ci;!1 interest ~roups, neighborhood and community organlzDtions expressing 
i:-.terc~t if> "hC1 ~"n$!Jmcr.arc~. 
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organizations, business and trad,e associations and all others involved in consum 
activities to build a better consumer protection sy~tem In California. , 

In spite of the establishment of the Department of Consumer Affairs, the Consum~ 
Fraud Unit of the State Attorney GenerDI has been receiving complaints at a rapidl 
Increasing rate. With one clerk in the Los Angeles Office and a recording device in the Sa 
Francisco office, for example (handling telephone and written complninls) the attorney 
in the various offices are forced to spend much of their time responding to writte 
complaints. This would butter be the responsibility of clerical assistants. 

Even with an increase in cleric:!1 assistance the AttorneY'General's office cannot an, 
should not be the primary complaint referral centcr. It cannot, bCC<luse the upward spir:: 
of volume of complaints will inuvitnbly nlwJYs outstrip the Lcgisl:lturc's willingness t, 
provide adequate staff, thus further bw'dllning the attorneys' time. I t should not,bacau$ 
the function of the Consumer Protection Unit should be to prosecute and the majority 0 

every attorney's time should be spant in court and in the preparation of .cases to take tl 
court. The logical alternative to the Attorney General's office as the primary place t( 

which most consumer complaints should be referred, at least in the first instance, i~, a 
course, the Department of ConsumlJr Affnirs which has baen givan a number of statutoq 
responsibilities for handling ~onsumer complaints. " 

The Department of Consumer Affairs, under the 1970 Consumer Affairs Act, has, 
clear and specific mandate from the Legislature to "receive complaints from consumer 
concerning ••. unfnlr or deceptive acts or practices •• ." (Section 32~, (sectior 
references are to the Business and Professions Code), "to notify the parson against whor. 
the complaint is made, the nature of the complaint [Snction 326(all, (to) transmit an~ 
valid complaint to (appropriate) state or federal agcnc'l(ies) ••. [Section 326(b)), (to 
advise the consumer of the action taken on the complaint and of any other means whic~ 
may be ll'l;:d!llble to the consumer to secure relicf." [Section 326(b)). 'Section 326(c: 
makes it clear that the Director is olso to review the eomplirints for violations of I;:w nne 
forward them to regulatory ngencies when a pattern of compl'lints develops, to refer th;: 
complaint to the "appropriate law enforcement or regulatory agency ••• or request the 
Attorney General to unC;,lrtake appropriate legal action. It shall be the. continuing dutY 01 
the Director to discern pattorn~ of, complaints to asctirtain the nature aod e~:tent of Dction 

" token with respect to such probable violDtions or patterns of complaints." • . ! 
'. I 
It is clear, therefore, that the Department of Consumer Affairs, not the Attorney 

General, has beon given the primary responsibility for handling' most comume~ 
complaints, for detecting the patterns that develop from such complaints. and moking 
referr<lls for prosecution when approprrj,;te. 

The existence of the Deportment of Consumer Affairs needs continued publicity in aJ: 
areas Clnd levels of California society as a first step towards succe~~ful activity in the 
prevention of conwmer fraud, redress and the punishmqnt thereof. Emphasis on .:~he 
Department at regional levels Is the best ..,:/ny to reach all consumers. Discussions with 
Legal Aid offices around the state underscore this need. • . 

Anotner procedure which some boards and bureaus,must change regards complaints 
against. ndnlicensed practitioners. It has already been nQted that the basis of power of 
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• neady 311 bonrds In the Department is '(he licensing power. Some boards, ps wcll as other 
l1cp.nsing aglJnci'Jr., refuse to himdre complaints against nonlicenscd parties. Unlicensed 
p~actices are uniformly a mi~d'Jmeanor. Procedures must be devised within agcncies to 
record these practices, and in appropriote C<lses rofer them to prosecuting agencies for 
further action since they are a major source of consumer fraud. Rapid handling or referral 
of these complaints is a neclJS5ity if there is to be the monitoring of ongoing fraudulent 
activities whfch is es.ential to efforts at eliminating some of the lraud in the marketplace. 

Other distressing prnctices of some boards and independent agencies are the 
br~(l~:cown in communicntions from the executive to the stllff lovel and lack of follow·up 
on complain ts received. Follow·up includes: 

(1) ~curing information on referred complaints as to final disposition before closing the 
file; 

(2) Fully informing the comproinant of whatever final (lction has been taken; ;:md 
(3) Thorough investigation to determine to a certaintY thut the disciplined party Is not 

conti':luing business operations in violation of the disciplinary ruling. 

Oncp. an effective working relationship among all levels of government is established, 
attaining sych informati~n should not prove complex. , 

The area of investigation of complaints is another where the Department could 
improve. Many complaints are rcgi:;tered over delays in the invcstig(ltion of cas~s. Thfl 
Di ... isiol'l of Investigation of the Department is currently attempting to train members of 
the investigative pool to work only with one or two boarcs, thus gaining specialized 
knowledge of the standards and accepted practices of one or two professional or 
vocational areas. 1his procedure should result in more fully informed and more rapid 
i:-wcstigations. 

The Depnrtment has had difficulty maintaining continuity of its investig,Jtive staff. 
The O;vision of Investigation has lost over thirty investigators in three years to other state 
ag~ncies. Such turnover of personnel is inconsistent with developing an investigntive staff , 
with the experience e.scntial for maximum efficiency. The Tosk Force recommends thut 
steps be :ak~n by the Department to eliminate this problem. 

Improvement is nceded in publicizing disciplinllry Dctions taken (wspensions and 
re\'ocations). Most licensing or regulDtory bure<lus and departments have no facilities to 
puh!icize widely ectir,>ns takp.t1 against lit;ensnes. The public should Dt least have available 
informatio'l regarding businessmen who have been disciplined and for what reasons. Such 
publicity would have a two·fold eHtlct: 

(1) It would be one more tool with which consumers could be better informcd~s to the 
status and reliability of merchants and professionals offering goods and services; and 

(2) It V~(y likely would serve as a deterrent to those who operate on tl)e borderline and 
engage in sharp practices. The knowledge that. ts part of the discipline for crossing 
thJt line. his transgressions would be fully aired could very well create second 
thoughts in the mind of such a merchant. 

Another method of pub1icizing the consumer services available is a' u~iform listing 
style for these services in all phone books in the state. Included would be tho regional 
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office ph~ne number, as well as the num!Y.lr ~f the boards and bureaus of Sacramento. 

The caliber and background of persons a,ppointed to the bOLlrd~ and bureaus within 
Department of Consumer Affairs detcr~ine the effectiveness of these organizations. 
Task Force agrees with the current trend of appointing more non·industry ("pub!i 
members. On the other hand, the trend should not go so fnr as to eliminate inc!.! 
reprcsentation altogether, for a blond of objuctive, public interest .::md Sp~ciilti;:~d ind\." 
knowledge is irnport(lnt to the smooth functioning of the boards and bure:!u'S. 

The Tusk Force has recomrn~nded procedural rll(orms to improve the qu;)litY 
servicc5 in the OI~p<Jl·tmerlt. The m(ljor need, however, is to pl;)ce mote emphasis 

. problem·solving at the local level. We recommend that tha Dcp:lrtm::nt ce'ccn:ril:iz~ 
consumer sorvi -.,.,. In doing so, th~ Dep~rtm~nt '.'Iould not lo~e it!> stat~'."Jid~ lmp~ct. 

the State lE)vel it woule! coordinate with the /\ttorncy Generill's consumer unit, white 
rogion(ll orfices would coordinnte with locdl district attorney cor'sum'1r units. 

This rc·etnph<tsis wOlll<1 be ncithllr difficult nor costly. By emr"hasizin!1 th~ activon 
of its local office~, the Deportment will be providing more rcspon;ive consumer servic 
the "\II'USS roots" level. Activity locally would 1) eMble the/Deportment to rese 
cornplaints on a prompt one·to·one b.:tsis: 2) expedite referrtJls to other <Igencrc.: 
ovcrconm the confusing, CO$Uy overlap which exists todilY ih California's system 
consumer protcctio~. This 1$ CllLlscd by the proliferation of city, county and pdv 
groups often working at cross· purposes, With no coordinatiorJ of effort or oefinition 
jurisdiction. .' , 
, This proposed re·emphasis could be put into effect rapidly by building onto wi 

I exi~ts. The Depnrtment now has nearly 30 offices thoug"o\l!~ the Stat~. Eight ~re a!r~o' 
stLlffed with investigative personnel. Loculization and enl:Jrgemant of the ;nvestig~t 
stoff WOllld be made on the basis of population, geography :}nd dC'1iogr .. phy. ' 

For example, if Son Jose were chosen for a consumer/complaint conter, the pre:~ 
office staff there could be enlarged with additional adrr!iriistrativc personnel to ha''l( 
complaints on a one·to·one bLlsis. RererrLlI of many! of thesp. local complnint~ I 
Sacramento would be eliminated. i i 

. We have found that a large number of complaints ca~: be resolved simply by bri~gil 
the two parties togethr.r, with the Department's rcpraientLltive Ilctirlg as"midd!em~j 

. The del;)ys that result from ~he present referral-r.0·$, Cnlmento system preclude t:
1 rulativcly simple, direct approach. And delay (portciV/!d to be "red tLlpe" and "the r1 

around"} is 0 major reason for consumer frustration anel dissatisfaction at allle·JElls. 
TodaYI the Califorpin conSUlllllr has too many places to go to r~gister cornp~ilints. He 

confused and often misled. It is not surprising that the many consum!lr Oigencies do r: 
cooperate with one another. They were not designed to. I:ach was crci!t!Jdindcpend~n 
in response to a specific problem or set of problems, Merely telling these competing a. 

'often jealous agencies thot '.hey mus.t cooper"te hal; oot \lod will not compensate for t 
lack of comprehensive planning by to.9 legislative units Which created them. , 

By re·directing the clT)pl)a~is of the Department of Consumer Affairs, to stt~ngthen 
locLlI offices, it cunfinaily become fully errllctive.It's mission is to coordinate ai~tivities 
nil tho~e within the consumer protection £ystem .and to assure improved respons~~enuss 
consulIler compluints. \ 
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Thl;! '-ask Force believes that the 10c,,'1 offi~e of the Department of Consumer 'Affair's 

should become the number one contact point for the California consumer, his questions 
. and his complaints. From there, referrals eM' be mode to other agencies as needed. If the 

local office of the Department resolves a consumer complaint involving a business 
licensed by a State agency, the licensing agency should be fully informed of the r,asc for 
future reference or for further action if'necessilry. . 

Local coordination with and between district attorneys, police and sheriff's offices is 
vital to a successful consumer protection program. Tel dute these law en·forcement 
a!;encics have not realized their potential as strong enforcement tools in the area of 
consumer fraud and consumer protection. Lack of manpower is one reason,'but available 
manpower is not being used as effectively as it might in most cases. because the agencies 
are not thoroughly familiar with statutes available to thG!m and often do not have 
effective interchangr. of information. 
, The newly emphasi2'ed regional and local offices of the Department of Consumer 

Affairs would act as conduits of coordination between local consumer and law 
enforcement offices,and local private consumer flssistance groups. 

Each Department oHice would be re$ponsible for 1) educating the other agencies in its 
locality in thr: matters of consumer fraud and protection; 2) developing a system for 
regulur exchange of information; 3) developing a method for processing referrals. 

Preven tion of fraud has becn compared to trying to stop the sun from ri~ing. 

Ne'J:mhe!css, we believe that greater coqrdination between consumer groups· public and 
pri','tl!e • CJn virtunlly eliminate some fraudulent schemes at the local and regional levels 
before the wrongdoers move on. We also believe that this reorganization of the 
Depo:rtment offers the only hope to foster genuine. detailed and purposeful coordination 
of eiforts. The regional reorganization could bring all groups together, educate them, 
establish consistent patterns of activity and dovelop a cohesion between those Whose 
mission is to proti!,ct the consumer. Such a plan would eliminate the strict city or 
county·limit jurisdictions pi evalent today. This is de,sirable, for the present limits often 
result in consumer frustration. ' 

Govilrnmc:1t in tel vention is only justified when it is more efficient or solves problems 
tnJt cculd not t-e solvcd by oth'1r moons. Consensus has it that some governmel'ltal 
in::er\'cntion in the area of consumerism is justified. So popular has consumerism.become 
tha: we are, in f<lct, in the midst of a political and bureaucratic "overkill" response. !t i.e; 
precisely this response and the resliiting piling up of bllfCDucratic instrumentalities which 
hJS created confusion and allowed ineffectiveness and unresponsivcness to continue. The 
Task Force's proposal is aimed at halting thJt approach, elimi,nating what h .. :. failed, and 
building on the potential of what has been creDted. 

In j,s short existence the Department of Con'sumcr Af~airs has I'l)<tcl;. headway in 
establishing a b,)tter consumer protection system in California. Much remains to be donP., 
however, especially in publicity, procedures, and establishing intCl·govcrnmen~,'1 (lnd 
interdepartmen:al cooperation and liaison, and reorganization. 
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RECOMMENDATIONS 

'DEPARTMENT OF CONSUMER AFFAIRS 

The Task Force recommends that: 

• 
1. Thf.l boards and bureaus within the Dupartment of Consumer Affairs be given th 

power to informally mediatc complaints. 
2. Hearing officers be given statutory certification power similar' to' that of the Labc 

Commissioncr. Thll power would allow him to rendur a dccision, including findings c 
(act alid Dmounts due, Such decision should be considered prima lacio evidence in 

I· Sm,11I Claims court. 
3. The Depurtment of Consumer Affairs establish liaison with the major privat 

consumer groups. Such groups are often well,in formed on problems at the grass.rool 
level and should have direct lines of communic:ltion to the Department. Such Iiaiso 
would also servc to inform the private groups of current policics and programs of tn 
Deportment. 

4. To increase llfficilmcy of complilint handling. board personnel within the Departmil 
record the pertinent facts on a complaint form and personally refer the cOrf7tplain 
When referral is necessory. Proper follow-up thereafter would identify which offi..: 
within the system of consumer protection do .not respond quickly lind efficiently t 

complaints, 
.. 5. The Department seek as much ~ublic ~Ilrvice time on radio and television liS possib, 

to publici2e its existence and its services to consumers. -
6. The boards and bureLlus within the Department as well as other state regulator 

bureaus, develop procedures to rapidly refer to prosecution age~cies those compl:lin 
which arc appropriate, and those which deDI with businesses not licensed as require 
by law. 

7. The Department take steps to insure continuity of its inVestigative staff. 
8. The D()partment improve methods of publicizing disciplinary actions taken by i 

boards and bureaus. 
9. The Department obtain a uniform telephone listing for all areas of the Sta~ll. 

10. More non-industry persons be appointed t,o the boards and bureaus of t 
Department. 

11. The Department seak to immediately establish regional offices throughout Californi . . 

9 I 
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ATTORNEY GENERAL'S OFFICE 

J' 
" In addition to the Dep<lrtment of Consumer Affnirs there are other State 1~\";~1 ~ffi 

which arc involved in protecting the Colifornio consumer from fraud. " 
The most powerful and potentially effective of these is the California Attorn 

General's office. Although the Attorney General is known as the chief law enforc':!me 
officer of Californi,a, he functions primarily as the lawyer to the State and its V<lric 
agencies and departments. 

In the criminal IllW, the Attorney General's fUl')ction is basically concerned ;Nith t 

appellate review process and w,ith postcolwiction problem~. He plays a minor role in t 
initial prosecution of crimcs. The primary responsibility for prosecution of crimi 
actions under the St(lte Constitution is \lested in the district nttorney!'. of the 58 count 
of the State. In order to exercise primary criminal rcspomibiJity the Attorney Gene 
must declare that law enforcement hilS broken down in a particular county or area of t 
state and consequently he must perform the law enforcement functions until t 

~ituation Ci.1J1 be remedied. Other than that. the Attornev General has very limited obi( 
indcpender1!tly to prosecute a criminal action in the fraud field. without the concurre. 
of the lacot district attorney. • 

ihe Attorney General has established a Consumer Protection Unit within his off 
which has the lluthority to proceed under a v:lriety of special enactments designed un 
c. ivil law to protect the purch:lscrs of goods, services, and credit, The Unit operai 

I 

. ,primarily under Business ar1d Professions Code Secti(>ns 17500, 17535, 17536 znd Ci 
'Code Section 33G9. These section$ prohibit untrue or misleuding adver:islr.g and u;-:fl 
business competition. Jhese prohibitions h~vt: been broadly interpreted and may be d 
to attackfulse or misleading repre~entations made, even without th~ proof of SPl?Cli 
intent to deceive, in connection with the snle of (Jny commodity, property, or scr.i 
Utilizing these sections, the Attorney Gencrol's office has successfully enjol!"'~d Sti 

misrcpre~lantations and has obt<lined civil penalties up. to 52.500 per occurrence for fu 
and dec6ptive advertising and unfair competition. Over the past several years, 
Consumer Protection ,Unit has collected severnl individuol Judgments for civil pen3fties 
$100,000 or more, a~d at present has an uncollected judgmp.nt of S500,OOO. 

I 

, In ilddition to the inJunctive relicf and civil pcnalties available for untrue 2: 
,misleading odvertising, Business and Professions Cod':) Se~tion 17600 also specifies :1 
such actions are a misdemeanor criminal violation and"mo,( be prosecuted accordinG 
Such violations initially must be tqken to the loc<l1 c:\istrick attorney for proseC'.Jti: 
L~rge damoga judgments under the civil panalty provisions are a much grc,atcr detern 
thiln the relatively minor punishment or fines under th6' criminal jurisdiction, he~ 

, criminal action is seldom p\.Irsued in these cases. This Tusk Force pcliev(!s, however, tl 
I ,the \.Ise of criminal sanctions under Business and Professions Code Section 17534 s):loi 
. ,be encouraged, as they may deter the "fly·by-night" operator. asain$t whom 100rge d 
I penalties may be !mpossible to collect. " • I 

.Inaddition to the prosecution. of civil' a'ctions under the Business and .Profession:o <1 

, • ,Civil Codes, the deputi~s i~ the Coris~~e~ Protection Unit often work in coo~r~tl 
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',uith local district attorney's offices on cases of mutual interest which must be prosecuted 
bll the District Attorney. In addition, the Consumer Protection Unit develops an on~ual 
proposed legislative program based upon its overoll experience with consumer compl~rnts. 

The Attorney GencYol's office has smtewide jur/sdiction in the motters for which It has 
prlmnry responsibility. Most of the depllties in the Attorney General's office are involved 
in civii matters representing State agencies oncl departments, ond only a minority of 
deputies assigned to the Atto,rney General's office arc involved directly in any initinl 
prosecution of criminal activity. The Consumer Protection Unit contoins 14 attorneys 
at"d four investigators with \'lhich to uphold its statewide obligations.1 The duty to 
investigate complaints of false and misleading advertising, unfair compf'ltitio.n, and to 
bring civil prosecutions thereunder, together with legislative work and assistance to 
district attorney's offices spreads this small staff very thin. The ratio of attorneys to 
imestigators is a significant factor in the Unit's inability to investigate ancl process more 
~n1iJlaints than it does every year. For example, the Los Angeles District Attorney's 
office which is solely concerned with prosecution matters and which hos a fraud unit of . 
seven attorneys. has sonic 14 investigators who report to and investigate for the attorneys 
in that division. The Orange County District Attorney's office, which has a Fraud 
Division containing four attorneys, has an investigative staff of nine investigators. 

The Attorney General's office is currently receiving complaints at the rate of 22,000 
p.:r year.2 Of these. only a small numhl)r are ever prosecLited to completion in the courts. 
(about 40 per year in the Los Angeles office). A large number are settled by informal 
negotiations prior to the institution of suit, but an even larger number do not receive 
thorough pr~cessing due to staff limitations. In the Los Angeles office there is one cIerI< 
assigned to handle written complaints. This person's activities are limited to mailing out 
forms and answering the telephone. In the San Francisco office it has be~n necessary to 
":.It a reCording device on the telephone, indicating to CDllers that the office has not 
;ufficient personnel to handle telephone compi:tints or1d that a written complaint is 
required .. 

The Attorney Gnneral's office is becoming increasingly well known throughout the 
state 3S a conSumer protection ogency, eVl)n though its offices do not encollroge 
"w:;!K-in" compl<!ints. 

The typiCJI comploint handled in the Los Angeles office begins with a telephone coli 
which is received by the "Deputy of the Day", who is one of the general staff attorneys .. 
taken on a rotation basis and not necessorily assigned to the Consumer Protection Unit. 
The deputy makes the prim.)ry det~rmillation as to whether it is a matter over which ~he 
Attorney General's office has jurisdiction. Additionally. the deputy may d~termlne 
whether the complaint should be handled by an?ther SUIte ogency. If he determines that 

101 these four InI/CS!l90:ors threa oro in tM Los Angelos Office. OnlY ono Investigator is assigned to 
ill! of northern C;)!ifornia, a~d cl/on then o.nty one·hOllf CI,f his time is devoted to consumer protection. 

2The Attorney G~neral's Office recoived 12.000 complaints in fisc;)1 1971; 8.000 in fiscal 1970; and 
6,400 in fIscal 1969. 
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: It should, he makes a verbal referral to thot agency at that time. ~Ithough a listing c 

written referrals is maintained by the Oeputy of the Day, no eVidence was found th. 
these duty officers ore given any briefing on the jurisdiction or abilities of the Stat 
agencies to which they may refer a comploint. If tho deputy considers the complaint t 

be one which should be documented. a compl.)int form is mailed to the complainant f( 
his completion and return. In the hlst year 12,000 of these written complaints reache 
the Attorney Generol's office, it must be supposed thilt a much largar number W(lre aith, 
referred to other ogencies or settled on the telephone. or were lost through the ignoranc 
or inertia of the complalnantu. • 

The second qualification point for the complaint occurs When the written complainti 
received. The deputy in the Consumer Protection Unit will review the complaint ;!rI' 

decide what - if any - oction should be taken. There is no set time allocated within whid 
a complaint must, or should, be processed or rejected. A reply to the complainant on on 
of the neorly 50 form letters maintained by the Consumer Prote.ction Unit· is USUOlfi, 

made within two weeks. The complil!nt then m.)y be formolly referred to nnother agen . 
for action and the consumer so notified, or the Consumer p(ot.llction UI'ldl1ay reques 
further investigntion of the complaint by one 0,( its four lnvr:~~.l~tors. If the complaint i 
referred to another agcncy, there is no statistical record kept except by the type 
complaint received. The only record of the individual complaint is a copy of the leHer c 
referral. There uppears to be no process for following lIP on the complaint an 
determining whether or not the other agency has tuken action. 

The criteria used by the deputies in the Consumer Protection Unit relatina t 
acceptance and prosecution of a complaint depend upon many factors. among whleh ar 
the existence of other cOlnplaints sU!Joesting a pattern of deception in a particular firm 0 

industry; the work required to investi~ate and prove such mlsrepre:;entations; the e:<ter. 
to which the public might be adversely affected thereby; and the likelihood of on 
lawsuit having suffident publicity value to deter other busirtesses from similar conduct i 
the future. The complaints are filed by the name of the company involved. without;1O 
cross-reference to the nome of the consumer or typo of complaint Cllleg~d. If in til
investigiltioll of the complaint it develops that a felony criminal uct .is involved, such a 
forgery, grond theft or theft by ;false pretenses, violation of corporate securities iaws 
conspirocy. or other mnjof crirfies, the Attornuy General may then refer the complaint t 
the local district attorney' for criminal prosecution •. The Attorney General ha~ n 
authority to force a crJminal prosecution. however, and if the district attorney plead 
inadequaoo stuff or disinterest in the type of complaint involved. no criminal nrosccutio. 
follows. This lack of enforcement is particularly significant in some of the small~ 
counties with limited district nttorney stilffs and a I.)ck of ~ophisticatio~ or motiv.)t~on t 

prosecute economic (as distinguished from physical or violent) crimes. We believe!that 
broadening of the Attorney General's powers to institute indep.::ndcnt crimina 
prosecution would protect and:,benefit the California consumer. 

The Attorney Gener.,l's ';office maintains inter-agency commuriir.ation by maans of 
monthly meeting in Los Angeles and San Froncisco areas with law enforcement official 
from city~ county, and State agencies which are concerned with consumer fraud. Inform::; 



• contact is also ma(ntained bet\ .... een the Deputies in the Attorney General's officos and 
thosa dcputias in local district attornoy's officos and other ogencios who arC concerrlod 
with comumer fraud. Thoro is little aggregation of complaints on a formal, orgnnlzed 

17"b:l~iS, thus these informal meetings of p!:rsons concerned with consUmer frolld could take 
. . on increased significance. 
,.' t, In the Southern California araa, tho investigators involved with consurt1or fraLld lliso 
, have establhh'ld an organization known as tho Southern California Fralld Investigators 

As'sodation, which meats monthly and shares its knowledge of the schemes which are 
previllent within the various counties involved. The Attorney Genllral's fraud investigators 
attend thesll monthly meetings. 

The recurring theme throughout this examination of protedures is the significant lack 
.of staff at allle'/els, from clerical to investigative to prosecution. Failure to log phone 
complaints: inability to determine how many rClferrals, either written or by phone, were 
made; the lack of cross·references within the filing system to facilitattl recognition of 
patterns of conSUmer fraud; inability to follow·up referrals to other State agencies; 
s~lccti ... e enforcement of l'.lgitimate consumer fraud complaitlts for want of lnve$tigotivo 
time; reluctance to accept central complaint poolino boc(luse of the additional workload 
that' would be generated, - all result from inaduquate stnrOng. No one eXpects 
prosecution or, all consumer complah1ts. but as a minimum, the consUmer fraud agencills. 
pnrtiCu:arly one with the potentiul of the Attorney General's orfice • should be ablo to 
provide more efficient procedUres to receive, evaluate llnd document complaints. 

It seems cleur, however, that even with some necessary clerical assistance the Attorney 
General's office cannot and should not be the primary complaint referral centor. It 
C\lnnot bec3use tha upward spiral of complaint volume will inevitably outstrip the 
Lllgisl::ture's willingness to provide adequato staff. It should not, because the fUnction of 
the Consumer Protection Unit should be prosecution, and the nlniority of every 
attorney's time should be spent in court and preparing to toke cases to court. The logical 
alt~rnati\le to the Attorney General's office as the primary place for refllrral of complaints 
is to e$t.:lbli$h the Departmcnt of Consumer Affairs as th" agency Which should initially' 
rec\live and record them. This is consistent with the statutory responsibility given the 
Department of Consumer Affnirs pursuant 'to the Govor!1or's reorganization pilln 
implemented in 1970. , 

Better procedures and Jdded stl.lffing would vnstly improve the effectiven!lss of the 
Attorr~y General's office as a weapon agl.linst consumer fraud. A minimum improvement 
would be to increase the ratio of fraud InvQstiglltors per fraud attorney. An increase in the 
number of attorneys 'assigned to prosecute fraud in this state of 20 million people (fro'm 
the prescnt 14) is' also in order. The Attorney Gen\.'~al·s statutory jurisdiction should be , . 
broadened to give him an ability to independently prosecute criminal. frnuds, without 

• 

having to rely on tht.! district attorneys' who have overburdened staff or lack the 
sophistication and expcrtnClss necessary to confront such fraud successfully. Once such' 
improve merits arc made, much can be done betwoen the Attorney General's office and 

'the district attorneys offices throughout the Stale to establish clear lines of authority and 
jurisdiction, In addition, swift and sure liaison aimed at facilitating referrals and exc~ange 
of information can be ~stilbHshed. 

4 

Btlcouse the Attorney General's office is in a position to exert le:ldt:!rship in the d, 
to combat consumer fraud, it is essential that these changc~ be mode if California see'" 
significantly reduce fraud in the m;\rketpl:lce. The Attorney Gcnerul should h,wc 
a~lIity to prosecute frlluds civilly and criminally which have a statewide impact • 
should servO as coordinator of ill! prosecuting force~. throughout the state char:l~d .. 
investigating at\d Pfoseeutlng fraudulent schemes at loen/levels, 
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R ECOMMENOA TlONS 

ATTORNEY GENERAL 

The Tazk Force recommends that: 

,. The Atto.rney General encourage district attorneys to use criminal' sections of the 
Busine~$ and Professions Code to deter fly·by·nlght operato.rs~ 

2. The Attorney General's pewer to. Initiate independent criminal prosecutions for 
viel.:ltien ef State law be breadened. 

3. lnter·agency ceeperative precedures.to facilitate free p3ssage 'of infermatien 'between 
the Attorney General and lec31 l.:lw enfercement .:lgencics be develeped. 

4. Compl .. int procedures be streamlined so. that complaints are received, reGorded, 
cross-referenced and patterns of fraud detected promptly and efficiently, This mQy 
require i['lcrcased clerical personnel, , 

~. The Dcputmcnt of Consumer Affairs be publicized QS the primary Qgency for roforml 
and receipt of cemplaints, as per the Governor's Reerganization Plan of 1970. 

6. InvestiGative staff and number of deputies be increased in erder to preperly prosecute 
the frauds to which California's 20 millien comumers are expos,'d. Investigative stQff 
ratio sheuld apPioach 2 pi.lr deputy atterney general. , 

7. The Atterney General assume a position of leadership among law enforcement 
agencies in the s~ate regarding the p,resecution of consumer fraud. 

7 

• ", 

OTHER STATE AGENCIES 

, Tho Task Force recognizes that there are many other State '1,gencies involved i 
consumlJf protection activities,l Seme of thuse do not prosently sec themselves as bcir 
primarily consumer-oriented; however, the services they render do oHer protectionJ~ tl1 
puWl~ -

" 
We cannot overemphasize the importance of all State agencies being aWllre c 

censurner problems in their respective jurisdictions, No consumer should be told '''', 
den't have jurisdiction", Yet, in its investigations, the Task Force leamet! rapelltedly th: 
consumer complaints were being turned away by State agencies with this explanlltio: 
Each State employee respensible for rcceivir'l1 complaints within his department sho.u! 
be made aWilre of where and how to refer compillints to other departments if referr:!1 
tho proper course of action. In any event, he should log all complaints, whether they 31 

to be processed by his deportment or referred to. another. In many CQses, too much tiro 
elapses between the receipt ef a complaint and action on it. . 

Section .311 of the Co~surner Affairs ~ct of 1970 (California Business and Proressio~ 
Code, Section 311) prOVides that the Dlrcctor of the Department of Consumer Affa~'. 
may appoint an Interdepartmental Cemmittee to assist him in carrying out his dutio 
Such a committee has been formed, but has not met regularly.2 We recommend that th 
committee begin at once to. meet regularly to. attempt to solve somi) of the problems 
complu,int·handling and coordination, Each department should be repres.onted by 
person witheut sufficien~ autherity to implement the committee's decisions_ , I 

1Tho Department of Consumer Affairs "'972 Information Digest" fpp.27-3O) lilts 32 State IOtnci 
hovlno authorltv ovor consumer matters within tholr Jurisdiction. . 

2Tho Interdcp.1rlmontal Commlttoo as sor up In 1971 iricludod represcntlltivos of Alcoholic Bevtra< 
Control Board, Dopartm:,nts of Agricultura, Attorney Goneral, Banking, Corporation,_ Mot 
Vohlclos, Educntion, Insuranco, Public Health, Real Estato, Saving$ and Loan, Public Utillt. 
Commission ond the Office of Firo Mar~hall. 
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RECOMMENDATIONS 

OTHER STATE AGENCIES 

The Task Force recommen'ds that: 

1. All, S'tate ag(!ncies recetvin~1 consumer complaints mp;ke certain that person net receiving 
the complaints tlre aWllre Q·f where and how to make referrals when necessary. 

2. rhe interdepartmental Cornmittee meet regularly: 
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FEDERAL AGENCIES 
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• 
FEDERAL AGENCIES 

Several Federal agencies have duties and responsibilities which i.nclude consurne.1 
protection in v:Jrying degrees. 

There is justification for reviewing thlJ activities, the successes and failures of Federa 
agencies by a State government Task Force directed by the Governor to review th! 
impact of consumer frilud on California consumers. First, there is a need to revie\' 
Fe(leral activity to avoid unnecessary overlllpping of State and ,Federal responsibilities 
Second, the most efficient protection of a California consumer results from , 
coo~dination of local, Stllte, lind Federal ag'!ncies with each doing tha't which it is be:' 
equipped to do. Third, the Task Force has concluded that there are (It least a few areas ir 
which the onlv effective remedy for consumer fraut! is throush Faderlll enforcement. 

The Federal Trllde Commission' is now clearly the dominant force in the consume, 
mOl/ement among Federal agencies. It is worth observing thllt only a Httle over three year: 

. ago it was accused of relying "too heavily on a volunt(lry compliance program devoid 0 

effective surveillance or sanctions ••• (with a declining) volume and force of FTC la ... 
enforcement •• ."1 I twas also accused of being "preoccupied with technical laoofin, 
and adVertising practices of the most inconsequential sort,',2 Less temperate critic 
accused it of being incompetent and industry-dominated.3 

The Commission's neW vitality and effectiveness can only be described as • 
revolutionary change. In tWo-and-a-half short years it has emerged as an agressi'.' 
consurT)er advocate Which is "testing the limits of its, powers by using Uncommc. 
strictness and imagina;tion in interpreting and applying the laws it administers. In th< 
process it has been fashioning new and controversial enforcement tool5.',4 Vie shall re ... ic· ... 
some of them. ,,:< , 

,~ 1/ 0 

The Federal Trade Commission's statutory authority· to Jrotect thc-cR~sumer is broa 
in scope, Its enabling act states that II ••• unfair 0Vdeceptive acts or-practices i, 
commerce, arc hereby declared unlawful.',5 The tools v/hieh the Commissinn hdslJsecl i 
the past to implement its authority have been the ldministrative complai~t prQ~HII~ 
which culminates in a cease-and-desist order; the pssurance of voluntary complianc~ in 
which the offending company legally binds itself to' stop the offet),~ive practice; and trade 
regulation rules, The Commission's cease-and-desist and consent orders have been 
critici7.ed on many grounds. 80th types of orders are subject to the criticism that n 

1 Report of tho AmeriCDn Bar Association Commission to Study the Federal Trade Commission 
Scntomhur 15, 19G9, p. 1. 
2/bid •• p, 2. 
3cox, F~lImcth & Schultz. Report on tho F~dora/ TriJdl1 Commission (Grove Pruss Edition, 1969). 
4Now York Timos. Mav 30, 1972. 

515 USC 45, Soction 5(al/1I. 
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punishment can be inflicted until the orders ~re disobeyed and that their application is 
entirely prospectivr.l.6 Thus the Commission's impotence to right pa:;t wrongs, to deprive 
the wrongdoer of hiS'SPoils,7 and. bring redress to the defrauded consumer, have led the 
cyn1c<l1 to conclud~ that however. heinous the offense, the I(lW is satisfied if, the. 
wrongdoer promises not to defraud anyone in precisely the same way In the future. He 
would be allol//cd to keep his "one free bite".8 

For 60 y'Jars such statutory impotence Was acceptcd with a sigh of resignation. 
Beginning in" 970, when Chairman Casper Weinberger and later Miles Kirkpatrick, brought 
a neW vitality (lnci il)'la~inative new personnel to the Commission, revolutionary solutions 
were discovered to be available within previously moribund powers and regurations. With 
a dazzling array of new ideas the Commission set out to deny dishone:;t operators that 
"one free bite", to give redress to the consumer and to take the profit out of lying. 

One innovative tcchniql..'e usnd by the stilff has been to reqliire in some consl;lnt orders 
or ,n the propo:;ed ord!!rs for iS5uilncc after formal hearings the requirement that 
restitution 'be made to the consumers who have been swindled. AnothClr is to require that 
a false or misleading ad be followed by a "corrective ad" in which the company itself 
• .... ould be required to advertise and expose the misleading qualities of its earlier deception, 
Also in the advertising field th~ Commission has proposed thilt under the "fairness 
doctrine,t, television be required to allow "counter advertising" in which consLimer groups 
a:1d com~titors would be allowed to challenge statements of fact milde about the 
ad ... ertiser's products. 

The most im~giniltive new use of old pO~'/ers is certninly the Commi~sion's Advertis~l1g 
Sub~t2ntiation Progrnm. The FTC has always had the powar to require industries subject 
to its jurisdiction to provide it with information and data related to its regula~ory. 

r';~ponsibilities. However, until 1972, no one considered thilt such powerCCluld be 
utilized to place the burden on the industry to prove that its adVertising claims am true, 

6Crp. Qual'fi~~til;;' :0 thc t:ent:ral stot~mcnt In the tClxt Is contained in the Wheeler·Lea Act which is a 
123<l act a"'l'lenc!,'1o th~ ori!)innl 1914 basic law. SectionS 12 ilnd 13 allow an injunction, pending 
ac:monlstrative acti;", to prcyp.n! fal~o adyertisirlg of food, drug~. liquids or c05metlcs. If tho 
com'11odity <ld'~ertiSl!d Ii shown to be iniurious to hl!allh if u~cd as advertised, \H If the odvertisingls 
with intcnt to defr<1ud or mislead, the conduct becomcs II rnisdcm'!nnor ond subject to up to $5,000 
1i"0. ThIS pen~lty Clln bu applied as a first orrcnse. Sllcond offenses merit Q fine of Oil to $10.000. 

Ho\ .. t'vcr, not o~ly is tho ~copc of the ~~r.lion n:mow, but criminal prosncutions, which givo rise to 
t!'1~ ""OS, arc cxC'~~di'1;;lyrQre, pcrh:Jps nonexistent. The first bite still seems to be frce, 

7"0'1~ of tbe etr.rnal (lnd pcrplp.xil'lQ problems in consumer protection Is how to toka the rewords out , 
o! I ymg. A great rrany firms work 'roght up ontil tho) time tho ICOill axe Is about to fall, thun gjy!! up, 
Ol!)~cond with their ilI.gotten profitS. Thu'r poc~ctboo1<s oro unclamo!J(:d; thoy cannot be tincd unlcss 
they VIolate the !I"ju.,ction. In trUlh, what W~ afO soying is 'W!) Will Int you get away with this once, 
b.st If you do it ~':}'in. we WIll fine you: Once for some crooks may be cnollgl'lto last 1\ Itfctimo, 
6~~i:.los their prof,ts am be uS'ld as capitnl to set up sh·':lp in another stato. What we nt)cd is a deterrent 
t'; Ilntl);ing Into consumer ItQud in the first placl); if we can quorantoo that the oper"Dtors' profits from 
their Incursion ."to thievery will be taken away, thot Iving is not lucrative, their incentive Will bo 
considerably dimInished:' MaD"uson and Corper, The Dark Side o( tile Marketpfucl1, Prentice·Holi 
\1!lf:.aI. P. 70. • 

8Thls defcct in the Commission's ~owers was repeatedly attacked In th'o Nt/der Report, Cox, op. cit., 
pp. 61, 64, 212. 218. 
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Thlls cinims that curtilin tires "stop 25% filster", thot an Dir conditioner is "20';(, mel 
c:friciol1t" Iholl compolable 1110<1,:1$. tlMI lhe steel wool ~O'lp Pilei is "tlw longest lastifl1 
arc met with thu Cornlllis$ion's stern request to documunt the claim by sllpp'yil"1g th~ da 
<lilt! illlorm,Jtioll to suh5tuntiutc it. 

Requests for documentution proceed one industry at iI time, 'covedf19 ",ost of t 

',iclvortisnrs in uucll, TrDd(~ sccre ts nre protected but the in fOrm'ltloll 'suppl iL'd is m41 
(lvaill1blC' ,ilt lhn FTq'!. I"giol1n\ ot(ices lor inspm:tiol1 hy I:OI'5\II11Cr groups or the 91!I1C 
public, The Advertising SubstDnliotion Pro\IT(lr'T'I has the promise of Uruut t>cnefit to J 
C'OllSUI11Ur. . ." I 

In i1 recent complninl filed against iI door·to·door suller the Commis~ion teqllircd wl1 
is ilOPlld will be u "doolmday wcOPt"''' llQilinst the pnrsistent violntor. $dmc cllteril\g '1 
h0111ll (lilt! bufore <lilY Sirles repl'\:~entiltion is nlOlde the S'II!!SIll;Jn wOlllel be IUquircu to hu~ 
thecOIISlJlller u card which stllles tllll\ the vir-i(or is a solesman, not .:I 5lIrvey lilKPr, !hilt hi' 
porpose is to scI! encyclopedias (or whntever) alld th(lt the contrnct witl bl! sl:biect 
callccll.ltion unless thn consumer reads the C(lrd (lnci sigl1s it prior to thl! salesman's coti 
into the house.O The wisdom of SOIlll! of thesl! Tl!rnmlies mi!Jht. 1m clt!lJJtI!ci by sl')l'ie. hi 
none COil ilC(;US() the Fcdurul THlde Commission of beillg aslcep or ul1cornrnitlt:d ill: 

• I 
longur. 

The Federai Trade COITI!,nission, more than any other government ngcl"1cy, has ~p.(!n t~ 
. need to encourage coopcr1ltion unci close liaimn between Federol, Slole and local aGcnci 
concerned with cOllSumnr protection. Consumer CooruitH1ting COll1mittulls set uP lind 
Its spol1sor~hip in 1970 in most of the largu mutropolit:1I1 arcus were Cfirected to IIlJt t!l1 

At their monihly lflclltillSlS 1'Il!>lcscll\,lIivcs {)f the v;uimls il\J\lnch~s 'ucqu;Jin\cl! e,J~h 0\;' 
with their OWIl re~pol1sibilities, Iwlcctcd the CQI1SUnUlr coruplt.lf;H refllTliJl sysi!.!rn , 
insure tilat til\) complili'nts were rr;le:rcd to tha llguncy ~!st equipped to deal with 11 
Pilrticular' prohl!)m, cxch"'Igcd inforlll~tion up,;n ponding investigations and pro~ncutio! 
in cach llgcncy which assisted in diru(:ting the cOllsumer comp\oints to the agency whe. 
they would bu most vallloblu, ilvoidt:d ullplit:ation of effort and in,various Wol\'S wor1<cd : 
maximize the erticiunt usc of each agency's limited resourcc~. For a ti;mc s'gnifica. 
nurnbersof consumer complaints wure Iderred to thl! Fuddral Trade COllilmlsSion \'.h<), 

vilal data WD$ extrilctcd ond fed into a computer, which analYled the cOllsum 
complaints loglonally anti nationally. "', 

The computer function hilS been discontinued r.xcepl in San FrilI1ci~co, and New Yo 
whuru 11 vgiv. lTluch simplifjnt\ systmn is in usc. The FTC·ahsorl>'~d ~t}(! full cost of t1 

<letual com\RtJ(cr eXJ.)oIlS!l; hOW~V!ll" (II! l~nrticiPiiting ~gl!ncie~.fol:nd thi: c"~t ii' tnnohQt: 
of tral1sfer,hng th\'1 necessory Informotlon from th~ consumer s cornplarnt to ,41 for 
acceptabIQ:: to thl! computer was prohibitive. The datn produced by the comput~ 
nOlllHhelcss, providl!d the first quolltitative and qualitative (lnaly~is of what the consum 
was complaining about. ''''The short tcrm benefits of the comp\lter p~oliram were vel 
valuilble. 

----------~~----~--------
!l"High PreS5Un) Consurnp.risln ot tl1'l Sah!smaf'l'S Slore", Fortune. Jylv. 1972: P. 70. The com'1"llss1' 
hd~ NIIICIl willlllti!w'" thr. nCl:d for Ihe cOl1s"'n~r'$ signllturc. 1)111 stHl miqhl insist on the <;.llemOl, 
1I")S(!I1lin9 IllI! alrel prior to (lnlry 10 Ihe home. 
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Although computer US:lge has becn limited and modified, the Coordinating 

Committees are still fUnctioning to perform the coordination goals outlinesil,!Jove. We 
commend the Commission for Its early recognition of the valu~ and necessity of 

. Federal·State·local cooperation, and its willingness to do something about. meeting the 
challenge. 

Until recently, the Commission also exercised a power to issue Trade Regu!ation Rules 
govern:ng an entire industry, such as correspondence schools and monitoring unfair 
practices, and 'setting guidelines for certain types of advertising. 

For example, one trad(! regulation rule applied to the food and grocery industry 
forbids ad'Jcrtising a product at a certain price without having a quantity .of goods on 
hand to meet expected demand. Definitions and carefully worded defenses to a violation 
ere set forth. Another trade regulation rule, the validity of which hilS been challenged, 
required the pctro!eum industry to display the octane rating. according to a prescribed 
formula, of each grade of g<lsoline offered. 

Similar to trade regulation rules are trade guides which are interpretations c'f the laws' 
administered by the Federal Trade Commission <lnd thus advisory in nature. An example 
of their use has been to interpret the proper use of words commonly employed 
deceptively in advertising, such as "free" and "cents off". 

Trade regul<ltion rules are issued only after hearings which include testimony and 
proposals by industry representatives as well as consumer spokesmen. Most businesses 
quickly comply with these regulations throughout the industry without the nncessityof 
ooing sued. Operating under the regulations no businessman need face a competitive 
d:sad'Janta;Je by adhering to the highcr\st,lI1dard of businc~s morality. Unfortunately, the 
Commission's power to issue these regulations was denied in a recent court decision 10 
;;'/hich has been apP')<llc,d by the Commission. Senate Bill 986 has been introduced to 
confirm the disputed but valuable rule·making authority and it has passed the Senate.11 

We believe continuance of the trade regulation rllie power by the FTC is vital to 
protecting Calif~rniil COj1Suml;!rs from fraud. The rules ale promul.;)ated only afttlr 
eX:ensi'Je heJrings w.,ich include evidence and testimony from all interested parties and 
a~er gJthering all possible, rclevant dnta. Members of the affected industry and consumer 
groLlps nrc notifit'd and encouraged to pnrticipate and be heard. Once insued, violations of 
the regu!ations become Imlawful business practices which the Commission can .enforce 
using co'ncrcte and specific terms instead of the vague boundaries of what is "unfair': 
within the meaning of Section 5.12 Any atte'!'pt by the State to enter the trade 

10/'J.J:ion,,' Pctro:~'um Refin,?rs Ass'n., er 01. v. Feder;]1 Trade Commission, 340 Fed, SuPP., 1343 
(April 4,19721. U.S, DiSl, Ct. (D.C.I . 

ltSi,,;ilar bills intrOduced in the House are H.R. 6314 and 4Sm). These bills deDI with many other 
subj"cts in ilddilion to th.l! tra~c regulations rule power, Our support recommendation, therefore,' is 
qualifIed and limited to the P>Jrts of the bill discussed in the text. The Commission has mode an 
object.on 10 II rulo pf'prol;cdure proposer! in S. 9S6 for mJking trode regulation rules which is a serious 
OM. It would (.:'qUlro formal adjudiciJt;III1 procedures whkh could drag on for years, instead of tho 
more iMorn\;lllllsislative ~ype hoorings on which firm time and pr,oceduto limits may be placed. 
12St!!! footnote S. 
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• • regulation field where national industries are concern~d would be doomed to failure. T~ 
effort would he lIndcr·finilnced lind would not receive the cooperation ncc~~sary fror. 
industry 15ccause of the legitimate fear of facing 50 rules on a subje~t instE!ad of one. 

Trade regulation rules issued by the FTC also offer a unique method of State an! 
Federal coordination which we believe has been unexami'ned before. Violators of th 
regulatiolls are by definl'tion engaged in an unlawful business pr<lcticc. Under Cilliforni 
law the Attorney Gc:neral or anyone of the, 58. distriGt atto!'.n.:,!·/~cmay=bting;""!l~ 
discretion, an action to enjoin any i'ullfnir, unlawful or fraudulent bus.iness practice".' 
Thus, in <;lddition to the benefit which would derive from the Federal Trade Commission' 
own enforcement of these trade regulations is the almost unlimited opportunity fc 
California to use its existing law enfol'cement ~nchinerY to enforce these careful!' 
considered and definitive rules of bUl(iness conduct, either statewide or at the lo~ 
level.14 

H.R. 4809, like S. 986, also contains the most importa!1t missing weapons from tr.: 
FTC's legal arsenal. It contains provisions for penalties for engaging in forbiddel 
practices, for preliminary injunptions stopping unfair busine~s practices pending th 
administrative hearino, and the clear authority to require restitution to the consumer. 

Striking the same chord as did Senator Magnuson several years before,15 Chairma 
Miles Kirkpatrick recently testified that ", •• unless the Commission is gi'Jen til 
discretionary power to seck redress for injuries suffered, these inNries will remili 
unrcmedied. However, there is no surer means by which the Commission can perfol'm i 
role of consumer protection than by framing its orders so as to ensure that those wh 
have profited wrongfully from proven violations are denied the fruits of the 
wrongdoing.,,16 , 

We believe these Federal bills are very important to the protec;tio~,\ of CaIHor'n; 
consumers and that local law enforcement would benefit in many l'itiI09ib!e way 
Accordingly, we urge the Governor to contact each of California:, senators ar. 
congressmen requesting that during the next session of Congress, they support t, 

reintroduction of similar bills. These bills should include· the restoration of tlieCtra 
~cgulation rule power and the granting of power to seek injunctions pending t 
conclusion of administriltive action, We believe that they contain· perhaps surprisingly 
their authors· untapped possibilities for f!ederal, State and local cooperation in bett 

13Colifornia Civil Code Section 3369. 

"",n 1971. the Legisl.lture passed A,B. 49, which govo California stalutorv lIuthorlty to e.nforce: t, 
FTC lrodo regulation rulo requidn!) disclosure of gasolino octanG. Tho enforcement of thIS rule w 
prcvented by the decision" in National Petroleum, supra, footnote 10., thus I03ving the: statute 
limbo, This sl;:tutory enactment of FTC ru'~s would be unnecessary under the r.8tionale argued}n t 
tCKt. Always, of course, the docision of whether the stato's interests uro ad\lilnccd by the enforcomc 
of She FTC trade regulation rules would rest in the discretion of the stllto and loenl prosecutor. 
15Sce Footnote 7. 

16Testifying beforo tho House Commerco Subcommittoo on Commorce: oncj'~j:inanco. os rSpOrted 
Bureau of Nationlll Affairs Nows (10·5·71 I, No. 532, p. A·5. . 
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• protecting Cllfifornia consumers. This legislation's importance to them is certainly not 
only the undoubt!!d benefits of helping the F'rC more effectively execute Its 
responsibilities, but also assisting C1llifornia to meet its own. 

One reason for this somewh1lt. extended review of the FTC's new vitality is to impress 
upon Stot!! and local ogencies; Who are pessimistic nbout the success of even a 
documented req~est for greatly increased budgets to meet new demands, that the FTC's 
revolution occurred almost wholly because cif a dramatic chen'ge' in attitude, not 
m::n~cwer or budget. This chal"lqe stilrted at the top with the Chairman, the 
Commissioners, and 50011 made itself felt in every regional office. !;-;cra::ses in staff nnd 
budget hove been' modest 17 espcciolly when compared with expanding Ainericall business 
activity which it is required to regulllte. 18 

In summary, the Federlll Trade Commission is u~ing all the legal tools at its dispOSill. 
However, we believe thot the oid tool~ need supplementing to properly protect California 
consumers. We request the Governor to Ilsk our California congressmen and senators to 
support a bill giving the FTC new tools tp protect consumer$ not only In'California but 
also in the, other 49 states. . 

, ' . . 

---------------------------, . 
17T~~ stJff of the ontire Commission for fise<il 1969 'NOS 1,237: 1,388 for 1972, on Increose of 151 or 
ol'ly 12.1%. Tho dollor incrc3~c in the budgets Ihnmsclvcs'npPcnrs at first consldernblO, but not aftar 
discounting the g~nerous pay incrnascs obtained by Federal employees during thot three·year period 
end tho lorgo initial ';OSI5 of comml)ncing the Commission's 'Truth·in·Lendlng responsibilities. Source, 
Annual Reports, Federal Trade Commission, 1969 throuoh 1972. • 

1SGro~s NatiO'1ot PrOduct, 1969, $930.4 billion; 1972, annual rate through second quarter, $1,139 
bolllon. a 22.4% ir.crcase, This figure, of course, mU'st be discounted some b~couse of inflation. Sourc;lI. 
United St.nes Dl"p~rtme/lt of Commerce, San Frnncisr.o Office. We recognl~e the limitations of this 
index for the purpOSQ for which it is used; however, no better index appears to be available. 
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THE UNITED STATES POSTAL SERVICE, 

"Mail order purchases represent the largest ond until now the most neglected mar 
place abuse confronting the Amer.iclln consumer", ••• 

o i 

according to Congrcssmlln Benjamin'S. Rosenthol who has mnde an2extensiye rcvievl 
consumer comploints on the slJbjcct.19 Congressman Rosenthal indic<it~d la5~,'t'e3'f" 
the Postol Service ,received 135,000 comploints frClm consumers relati!'lg their'ei';perf~ 
with mail order purchascs,20 The Rcgionol Postal Inspector in San Froncisco says 
37% of his mail from the public concerns this subjl!ct, ond every tabulation of cor.$U 
comploints, including those mode by the San Francisco Better Business 8urd~l.21 
Federal Trade Commission's 'Coordinoting Committecs,22 and the Attorney G'cn!! 
office, has confirmed Congressman Rosen thai's eonclusion that although theav!! 
individuol loss is small compared to Illony o(hnr cOl'lsumcr frauds, it is quantitotivdy 
most serious abuse nationwide to the United States consumer. ,,' 

Typical cornplnints concerned a ,tQtal f(lilure to deliver goods ordered or an e~(c!)· 
delay in delivery from three to six months or more, This liltter delay is freouentl'l cj' 
by a "kiting" of orders in which the advertising soller hlls v;ry little or rio invenTr0ry 
orders from the milnufocturer only when, he hilS occumulated enough retail orders'f 
volume discount purchase. Such proctice may not amount to criminal mail ffGtld';'btt~ 
a very unfoir busin!!sso, rilcticc which should be stopped. Lorge numb'!rs of comp~' 

.I 

note advertisements of "money b(lck gUll(\\ntee" too frequently mean tha.t onl.,' 
montbs of deroy, several letters ancl cornploil1ts to the Better Business Bureous 3n 

Attorney Gencmll's office will the truly tenacious be r~PQid. And, mony complaint 
made that the quality of goods received is shoddy and for frQm the quality c:!escril)l_ 
odvertiscd. ReqUests for refund on such inferior goods are almost always ignored • 

We (Ire awal'e the United States Postal Service is os concerned obout this problem 
the Task Force or any of the consumer groups who have commented on this prot 
During Fiscal Yeor 1971 a Consumer Advoc.lte was appointed to report d;r'1ctl'! t, 

Postmaster General on consumer problems involving the Postnl Service, At the reg;ono! 
the Postal Inspector's office has been working on a number of ideas, orie of which w-

. comment on SUbsequently. The Generol Accounting Office of the United S 
Government is revhiwing the complaints received by the Postol Service and its practic 
handling the complaints and dealing With the problems they pose. Unfortunately, 

19Scc his rcrnilrks In the Congress/onal Record, 3/27/72, pp, e 3120·3. 

20lbid" P. E 3121. 

211n D special in·depth report of all complaints received by the San Francisco Detter Business S 
for a thrco,month puriod in 1970 (elated 3/51701, 22% of the (;omplllinti rcccil/cd relattd to m:tU 
purchases, not counting un oddltionul 10~(' of the complilinu a!lalns! mag.nines ;)nd books, ...-hie: 
,utilize the mails for delivery. 

~2DUrlng' one year of tho time that the Coordinating Commiitces sponsored bV the Fcd~ral 
Ccimmission utili~ed 0 computer nationallY, fniluro to deliver. eKcessive delQVs in delivery, and f 
to m;sI(1! refunds ron 20% of a totul of 17,000 complaints received. 
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• this date, no conclusions or recommendations have been reached by any o'f these 
agencies. 

State efforts to remedy this essentially Federal problem have been totally ineffective. 
, E3usiness :lnd Professions Code Section 17538 enacted a year and one·half ago, requires a 

person in a mail order business to deliver merchandise within' six weeks or make a refund. 
The b'.'l has loopholes to permit longer delays. It has hild no effect on the volume of 
conSU:l'er mail order complaints. Also, the law contains insufficient enforcement 
provis:ons, either for the consumnr who has lost his money, or the State or 10c.,1 law 
enforcement agt:lncy who may wish to take remedial action. It would be necessary to 
sho ... , a pattern of delay or failure to po liver exceeding six weeks (and not permitted by 
any of the loopholes) before any action could be brought. In addition, a lurge nLlmber of 
the complaints ara against componies whose life expectancy is very short: Thus 
er.forc.:ment would be, for those, too late. Tho problem of obt.,ining jurisdiction over 
out·of'state moil order componies and enforcing final court orders against thcm is so 
formid:Jble that State and 10031 action against moil order fruud seems very unlikely. We 
share the conclusion reLlched by the Attorney General of Oregon that "Strict and clear 
Fl!derol standurds in this area would be most welcome.,,23 

Some commentators on the mail ordt.lr problem h(lVe suggested strict bonding and 
licensing requirements for mail order componics, Those arc among the suggestions made' 
by Congressman Rosenthal,24 We boliev.1 such solutions to be unnoc:essarily bureoucratic, . 
expensive ond difficult to enforce. Wrongs to thousands of consumers would never be 
brou;;ht to the attention of the liconsing agencies, their enforcement stoff would 
undoubtedly be unequal to the enormous task und would operate in an after·tho-fact 
munner, after hundreds or thousands of losses had already occurred. Such late 
enforcement would be exceedingly unlikely to include redress to the consumer for his 
loss. 

We believe theso weaknesses can be avoided by a totally different bllt direct approach. 
The solution that 'hI! Task' Force favors has us its basic principle one which was 

considilred by the sttlff at the Regionul Post;)1 Inspector's office in San Francisco: simply 
require that, all muil order companies deliver the merchandise prior to requiring payments 
or handle the trans:lction as a C.O.D. or credit sale. 

There are three diffilmnt aspects to this solution: 1) delivery on approval, 2) C.O.D" 
and 3) credit sales. We shull examine each scp:lrately. 

As to dillivery on approval, many businesses, have traditionally operated in thi~ 

m:mner, such as book and record clubs, stamp vendors, clothing companies, men's and 
women's accassories, These compunies have addition~"y allowed the consumer to 
examine the rnerch"ndise involvcd before asking for payment. To the businessman who 
believes he cannot tl ust the consumer to pay for goods ordered (alth0l!gh he !,as always 
expected the consumer to trust him to deliver), andcsRCcially those who operate on a 

:?3As rl;:portcd by Congressman Rosanthal in the ConcrossionOlI Rocord, May 27, 1972, p. E 3121. 
2t.Cong!csslonOlI Record, op. cit" p. E 3122. 
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• • large volume of low mark·up items lit small sales prices, we point out that he can alway 
seek the protection of the Post a !fico's Collect·On·Delivery pro'cedure, or handle it as 
credit sale. The small additional charge to the consumer for the C.O.D. service woul' 

'more thon be offset by the benefits the procedure would bestow, such as,permitting tr. 
consumel' to keep his money and the use of it until the seller shows himself willing an, 
IIble to deliver. 

Two companies in the mail order business. which have always sent their merchandis 
on npproval before requesting payment and yet have ooen profitably operated ar 
Fingerhut Corporation of Minnesota, and New Process of Warren, Pennsylyania. TI1 
latter sell$ on extensive line of men's and women's clothing. Fingerhut sells clothing, toe 
but also small appliances, home furnishing::, home entertainment, recreation and tral/, 
items, 1001s, and so on. Net profits of these companies, both as a percent of, sales and 0 

net worth have been excellent as comp<lrod to leading retail corporations.25 I t seems th~ 
the mail order businass is a lucrative onp. when financed by the entrepreneur, as classi 

economic theory says it should be, instead of the consumer. 
Admi ttedly. Fingerhut and New Process do hilve largo provisions for bud debts and 

significant proportion of high marl<·up iwms to cover a percentage of fai:ure·to,pay. N 
:III comp<lllies ilPpeal to markets where this is possible. However, where economics com;::, 
it, the C.O,D. procedure is availilble us protection against the consumer's failure to pay. 

Of course, the V<lst majority of mail order businosses handling probably 90% of t 
doliar volume of such businesses, such as Sears, Ward, Spiegel, Aldens, etc., h<lve handle 
almost S9% of their business either on credit, C,O.D. through the post office, 
cash·on·delivery at the catalogue desk. Tht'l OI.:OV\1 nroposal would affect them not at al 
None operates on II "cash before delivery" policy. Failure to deliver or co~plaints abo 
excessive delays in delivery involving these firms are almost non·existent, and OY 

foilure·to·lT1uke·reflJnd compluints ure very rllre. . 
I~ is obvious that the 135,000 complaints about mail order problems cited 

Congressm<ln Rosenthal stem from II sizilble number of small mail order businesses. Th 
sell low·cost items from advertisements which require cash. at the time of Circler. Th .. 
have usually not dealt with the consumer before and may not again. Such bU$iness 
might object to estilblishing credit worthiness of the consumer before delivery (the 0 

• 25(Figures arc for 1971) 

FINGERHUT 
NEW PROCESS 
ASSOCIATED DRY GOODS 

IRobinsonsl 
BROADWAY HALEICapwell's) 
FEDERATED DEPARTMENT 

STORES (Mugnin·Bullocks) 
SEARS. ROEBUCK 
PENNEV'S 

Net Profit os a 
% of Sales 

4% 
9% 

3.5% 
3.5% 

3.9% 
5% 

2.4% 
Source: FDirchild:$ Financial MOlnu1J1 of R6tIJil Storos, 44th AMuDI Issue. 

9 

o 

.' 

Ntrt Profit as Return 
on Net Worth;, 

11% 
50% 

10% 
10.9% 

11.9% 
12,5% 

15% 
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fashioned manner of requiring a completed cr~dit application which would be checked 
with local credit agencies) on the b<1sis of being unreasonable and too costly. C.O.D. 
would be availablc in such cases but would probably mean added cost to the consumer. 
.A.dmittec.!ly, eith'.!r is more costly to the merchant than cash in advance. However, our 
purpose here b to WI "gaps in the 15'1/' where the consumer is being injured, not to focus 
our concer~s on protecting the status quo in an area where the consumer has too 
frequently been the victim. If there ure options such as We here proposed to "cash in 
advance". the seller should take those options or take the greater (isl<s of delivery on 
ap?ioval without prior credit checks. 
, There is another business procedure which could be uti.lized to redLlce the seller1s risk 
a:1d cost in extending credit and at the. same time eliminate failure·t('·(leliver and 
ex~ss!ve delay complaints. More and more, mail order businessl1s offer. the consumer 
credit throu~h bank credit cards or the principal entertainment and travel cards. The 
consumer simply writes the cord nome and number in a space provided on the order. The 
sellnr need not worry about the buyer's cre-dit worthinesli, sInce this is the burden of the 
CJtd·is;I.l~T. If $l:lllcr is forbidden by law to execute the chorgn until he nMifs the 
merchanOi~26. a n:quirement whose fairnes~ to both parties seems beyond question· then 
the fan\Jre·to·d·~nver and exce5sive delay in cl(~1ivery complaints become motters for the 
card 171,)0 in~titutions to rf!~ol ... e. 

This has obvious advahtages for the consumer, for the seller and for the Post Office. At 
one time it could have be!!n argued that reliance on credit card purchases as ol"lposed to 
C<!.h·in·advance would unduly restrict the number of qualified buyers. However, with the 
" .... 0 I:lrgest card systems alone off'.!ring 30 million cordholclers27 in oddition to the 
millions Who hc/ld I.Jther bunk cards, major truvel, entertainment and oil curds which are 
availab!e for the purchase of mefchondiso, the number of people who can utilize credit 
cerds for mail order purchases is very 111rge and increasing st<;)aclily. 

It might be feosible, therefore, to require by appropriate statutes, a mail orner 
purchas~ \'.,(stcm which forbids requiring cosh in ndv.lnco, purmitscredit C:llrd s;)los if the 
c~argc is e)(l1cutad only when the merchandise is mailed, and allows the C.O.D. system to . 
00 used to reach the buyers not having or wanting to usc credit cards or W:lere the seller 
caes not choose to utilize tharn. Of course, delivery on approval, without prior credit 
epprovel. so successfully utilized by NC'N Process, Fingerhut and book and record clubs 
would function as P-:l fore, as would charge accoLlnt s()les. . 

Thore is' one further r(lfinlllllent which would lessen the impact of the above 

-recommendation upon these busjncssc~ about which few complaints Ilre made and thus 
are not part of the problem. Because the vast majority of the complaints concern 
purchases totaltng less than $30, purchases in exctm of that figure could be eliminated 
from the new l:Jw's coverage. 

2liln fll~, most Clrd issuer$ nolV accept such responsibility by contract with the solicr. 

~n Andrew Brimmer, Member ad. Governors, Federal Reserve Boord, speech September 7, 1972" 
bIlfore Nation,,1 Economist Club. Of cour~e, there is considerable overlap betweon CDrd sY$tems, with 
most cardholden having more '!'Hln ono. 

". 

• 
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• 
Our recommendation that Federal f(lw forbid solicitations for mail orde!J0\Jrchos~: 

undur S30 which require p:Jyment before du/iv':lry is an unusual bm cre<1tivo-~l\Jtion tc 
the :rnail order problem. We bolieve it is neithor' radical nor bureaucratic. Eriforcurnen' 
would IJ(! simplo and ;nCl<pcnsi'Je. WIl uige the Governor to rer.;uest the Sf!Oiltors ant 
congressmcn (rom California to sponsor such legislation to cure mail order prob!er1~s at ~ 
notional level. , 

. Rccogni7.ing the lethargic pace at which the Fcdc(al legis(at(ve !lVstem op-aratcs. \\~I 
recommend an inturim statu legislative solution. A State law couid m:Jkc it unl.:l',vful t~ 

solicit from II California citilen in C'llifornia n mail order purchilse under S30which doc; 
not rCQuire that the merchnndiso be delivered either prior to or at the time of paymerj 
(i.Il., C.O.D.). The .stntuto should also contain a provision for State' or IOc.!l .1'1\·1' 
enforcement' agul1cit!S to recover their investigativo costs and reClsonable ilttorncys' fees a 
part of any court order enforcing this law. ' 

We urge that this recommendation be adopted. 

".!) 
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• • UNITED STATES DEPARTMENT OF AGRICULTURE 
AND THE FOOD AND DRUG ADMINISTRATION 

The Department of Heillth Education and Welfilrc, houses the Office of Consumer 
Services which coordinates ilnd revieWs HEW's consumer-related progtoms and the Public 
Health Service. The PHS consists of thrue opemting agencies: the Food and Drug 
Administration, (FOAl; Health Sel'vices and Mental Hc;]lth Aurninistrlltion; and National 
Institute of Health. 

Califomia ccnSLlmers probably are more 'familiar with the Food at:d Drug 
Admjni~lriltion than the others since a regionnl office in Los Angeles. Its major mi)ndote is 
the Food, Drug and Cosmetic Act of H)38. The FDA complies with this mnnci<lte by 
mealiS of impections, !Hliwres of unsafe prouucts, prosecution of violiltors ilnd injunction 
proceedings to keep additional quantities of unsafe products from reaching the 
marketplace. The FDA more recently hilS heen engaging In what is termed "Voluntary 
R('cc!!~." The FDA nsks cornpnnius to cnll prodllcts bOlCk when t!luy believe the product is 
haz:lrdous, misl:Jbeled, contaminated .or docs not meet certain requirements. This recall 
procedure is us!!d for m:Jjor Jnd minor defects. A report on the subject by the House 
Committee on Government OperJtiol's !Jointed Ollt that thorp. is no statutory basis for the 
use of recalls by FDA; therl!fore, the "FDA cannot legally enforce its requests or 
derrlilnds for recall action." The Committee further obser~erJ that the FDA has been 
ramiss in not developing rules for tbo usa of recalls, and it criticized the FDA's overuse of 
thtl recall in recent years as having reduced whatever value it originally offered. 

In this report rather than 10Qking at the reorganization as it would apply at a Federa! 
level the Task Force wishes only to consider how the locnl FDA office relates to other -
enforcement agencies and ultimately to the consumer within California. 

For four years the FDA has had a recorded telt!phone message which alerts consumers 
to possible dangers in the marketplnce which ilre under its jurisdiction (e.g., lead-leachin!.! 
pottery). Little (if any) publicity has been given to this service nnd most consumers are 
unaware of its existtlnce. 

The FederJI 4lf13dquarters in Maryland isslies weekly recall reports and press releases. 
The regional office on many occasions is totally unaware of What the Maryland office has 
issued and is of no help to the inquiring consumer. 

Many Important proposJls ara made by or to the FDA which are open to comment 
from the public. However, this information is not dis5eminllt(!d by the FDA. It usually 
appears only in the F',lderal Register. If the consumer does not know about these 
propos31s (e.g., whether certain chemicals should be allowed in our foods) he ca~not 
comment on them. The regional office should help disseminate this information to the 
public. 

Congress considered a proposal this year to establish a separate Federal agency to take 
over the jurisdiction of the FDA. This would be an all-encompassing consumer protection 
agency separate unto itself rather than under the jurisdiction of HEW. This pfoposal 
demonstrates the need for the FDA to become more responsive to th€) consumer. It also 
prompted the FDA to change its "in·house" publication FDA PAPERS to a publication 
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/' • called FDA CONSUMER, available to all consumers for $3.50 a year. While the 
publicnt,ion docs contain va'luilblo information for the consumer it, too, has been given 
little publicitY. , . 

The FDA is one of the most important Federal agencies so far as the consumer is 
concerned. The recently·created Consumer Product Safety Commi;;sion· is likely to 
become another. 

The Consumer Product SlIfety Act, enacted by Congress in October, 1972 established 
a five-member commission (seven year terms, by Presidential appointment) and 
empowered it to collect and ovaluate information and -where it finds a need -davelop 
product safety standards or ban the product outright. 

The Act applies to any consumer produc,t except tobacco; articles not customarily 
produced or distributed for sale to retail consumers; motor vahicles covered under the 
National Traffic Motor Vehicle Safety Act; poisont covered under the Federallnsecticidll, 
Fungicide and Rodenticide Act; firearms subject to tax unaer Section 4181 of the 
Internal Revenue Code; drugs, medic:" devices, cosmetics or food covered under the 
Food, Drug and Cosmetic Act; aircraft subject to regulation by the Federal Aviation 
Administration; and vessels covered by the BOl;t Safety Act of 1971. Imperted products 

, not complying with the Act will be refused admission to the United 'States. Export 
products are not subject to the Act if properly labeled. 

ESaentinlly, tha .CPSC is ·nefiuirin§ ffi6iiY of its rusPofj.3ibiHtif!~ from- tile -ruA. the 
F.ederal Hazardous Substances Act, the Poison Prevention Packaging Act, the Flammable 
Fabric~ Act and the Refrigeration Safety Act are existing laws that are to be'transferred 
for administration by the CPSC. . 

The U.S. Depurtment of Agriculture consists of fqur divisions. The AgriCUltural 
Research Service does research Clnd publishes numerOI)S b·~oklets. Its researctT is cone in 
nutrition, family budge,ting, gardening, methods of processing and storing food and new 
uses for fibers and fat1rics. It also requires pesticide makers to regis tar products, giving 
proof of safety. I t can seize shipments not in compliance with the law. 

The Consumer and Marketing Service inspects meat, poultry, eggs and their products. 
It also inspects processing plants and slaughterhouses. It can ban the sale of substandilrd 
products. It a:so licenses warehousemen, dealers, brokers, and commission merchants 
handling fresh and frozen meats, fruits and vegeta,ples.lt estllblishes standilrds of identity 
for cer~ain products. After a standard has been ~et a manufacturer need not label the 
product as to content. It also sets the standords for the grade labels. 

The Extension Service prepares and distributes consumer information. It also attempts 
to set up consumer education cla~ses for the 10w-incomcIPonsumer: It supports state 
extension offices of land grant universities. Consumers may'phone, write or stop by for 
help. 

The Food and Nutrition Service administers food p~ograms through State agendes. 
supplies food stamps, and donates food undmofley to schools and needy adul:s. 

While the USDA is more active in the consumer education field than the FDA there is 
still much room for improvement. The Departmi:!nt i~ able to provide many services to 
California consumers, but the llvcrage California consumer does not know thay exist. 
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A more dedicated effort should be made to teach, California consumers how to shop 

for m~at. what the inspection stamps and seals mean, about standar,ds of identity, how to 
read labels, etc. 

The USDA, similar to'FD!, also often considers proposals which are open for public 
comment. Seldom if ever docs the consumer learn about thes~ (e.g., to allow 
Tuberculin-infected meat to be used in processed products, or cancemus chickens to be 
p;med for human consumption). . 

The USDA has the publicity arm and the material to make all of this information 
available to the consumer. It should return to, its orioinal goal: to help protect and 
e9ucate the consumer, rather than devote most of its time and money to the livestock 
producer and 'farmer. 

The Task Force recommends that the Department of Consumer Affairs aid in ' 
distributing USDA and FDA and other Federal consumer literature to California, 
consumers. Currently, the Department has become a clearinghouse for numerous 
consumer·aid publications. The dis'tribution could also become a' function of the 
proposed regional I;>ffices, thus reaching California consumers at local levels. 

. , 
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RECOMMENDATIONS 

FEDERAL 

The Task Force recommends that: 

FOderal Trade Commission 

1. The trade regulation rule power ot the FTC be continued inasmuch as it is vital to 
protection of California's consumers. 

2. The Governor contact California's U.S. senators and congressmen to urge their sup 
of the concepts found in SB 98G and HR 4806., 

U.S. Postal Service 

1. All mail order businesses be prohibited from requiring payment before delivery of 
merchandise. , 

2. California's U.S. senators and congressmen sponsor legislation in eonformity with 
abovr. proposal. 

UsiJAipiJA 

1. The FDA widely publicize its recorded telephone consumer alert program and its 
CO/1sumar publication. 

2. FDA tal<e steps to coordinate its various consumer services through its local offices 
3. The lisDA I1l1blici7(l its •. clivities to consumers for their ~nformation and commen 

The FDA <Jnd USDA mltst seek to inJorm consumers obout their proposals. so 
consumets are informed of the' standards, and proprams • 

o 
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LOCAL CONSUMER .. 

PROTECTlor\j/Er\~FORCEI\t1ENT 
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• 
LOCAL CONSUMER PROTECTION/ENFORCEMENT AUTHORITIES 

There ate three official local .level offices with 'varying powers 'and abilities to ass is' 
with consumer problems, They are city and county tsureaus, police and sheri;~ 
departments, and district 'attorneys. The activities,. problems and potentials of each wi: 
be discussed in the following section. . 

, . 

. . 
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DtSTRICT ATTORNEYS 

The county district attorney has primary responsibility for the prosecution of 
. Vio!lltions of C~lifornia IOlw,1 There are 58 counties in California which vary in siz,e from 
los Ang!lles County with its millions to Alpine with fewer thnn 1,000 people. It is not 
surpri5ing that the l!lgal action taken ngainst perpetrators of consutnnr fr<lud crimes varies; 
greatly irom county to county, At present there are 10 district attorneys' offices which 
hal/e fulltime consumer ftalJd staHs.2 

Thc~c s.tLltutes most commonly employed by district attorneys in prosecuting, 
CO~Sl!mer fraud cases are the general theft provisions of the Pcnal Code (Sections 484, 
487, 488), th~ft by false pretenses (Penal Codc Section 532), the forg'cry statutes (Penal 
Code Saction 470). the prohibition against false or misleading advmtising (Busincss and 
Profes;ions Code Section 17500) and violations of the Unruh Act (Retail Installment 
Sales Act, Civil Code Section 1812,6). The district attorl'\ey is specifically authorized to 
seek injunctions and civil penalties (up to $2,500 per violation) for acts of false or, 
misleading <!dvertising or oth~r instances of unfair competition (BUsiness and Professions 
Cede Sections 17535, 17530; Civil Code Section 33G9). ' 

In the field of consumer protection the activities of the district attorneys may be 
divided into two broad categories: 1) proS(!Gution 1~;l,~~9 on regulatory statutes 
oomir.!1tgr!!d by othnr gQ\jgrnmentaJ agnncit!s !!hd; 2) the enforCQment of the provisione of -
the 'Civil Code, Penal Code, and Buslness and Professions Code sections which are 
desig'1ed to prot~ct the consumer from fi':.lLld and deception. 

I n those matters involving the violation of a regulntory law principally administered by 
a State agency (e,g .• State Board of Dry Cleaners or Bureau of Repair Services), the 
district :lttorney, usually receives a referral for prosecution after investigation by the 
pcrticular Statf aganC'{. In such cases the district attorney is acting as the prosecutor for 
the State agency. 

The district attorney's broadest direct concern in 'the field of consumer protection 
relates to matt()rs in which fraudulent misrepresentations are involved or in which there is 
some basis for bnlieving that the misrepresentations were intentional. These "hard core" 
consumer frauds may be criminally prosecuted by the district attorney as acts of theft or 
other violations of th.: Pr.nol Code. In most counties, the investigations of confidence 
£<lmes or s·,';indl~s a~e handlt:d by the local police depClrtment or sheriff's department. 
?oli~ departments in some of the lorger cities have special fraud departments or "bl.,Jnco" 
squads which do nothil1g but investigate various froudulent schemes. The same is true in 
the sheriff's offices of some large counties .. For the most, part, however, fraud is 
investigated by police departments 'and Sh()fiff's offices around the state by the "same 

. Q 

'Se~ California Constitution, Art. V, Section 21; a\~o Peop/a v. Brophy. 49 C.A.2d 15. 

2At the da.l!: of ,this writing thq~e which had at least one man full-timo (ottorney and/or Invcstig:ltor): 
'Alameda. Contra Costa, Los Angeles" Orange, Soc~amcnto, Son Diego, l?an FrancIsco, San Muteo, 
Santa Clara. and Ventura CQut'ltics. " 
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personnel who are involved in the investigation and npprehonsion of those involved in 
gambling, armed robbery, homicide lmd vice. For thIS reason, in mony inv'.!,tiga:ive' 

, agencies fraud has a low priority, for its detection ihvolves a gre<!t amount of detailed 
investigotion, record checking and the interrogation of a large number of witn!lsscs. 
Therefore, this is not the most popular type of case to a detective or officer who corries 
the everyday burden of solving robberies, bllrglaries, and homicidas. 

The district attorney may elect to seck civil or c:riminol sanctions in the prosecution of 
consumer fraud cases, Where the criminal prosecution is for the misdameanor offense of , 
untrue or misleading advertising (Elusiness and Proressions Code Section 17500), tha 
penalty i~ a flna of tip to $500 or six months in jail for each offense (See Pentll Codi! 
Section 672), Where the offense is a fnlony prosecuted ilS theft'. the penaltY may be as 

. great as 10 years imprisonment. On the civil side, the district attorlleys are eXI)reSsl'l 
authorized to seek Injunctive relief against- false advertising (Business :lnd Professions 
Code Section 17535) and unfair competition (Civil Code Section 3369[51 I. Under 
Scction 17536 Busin~ss and Profe5siol1s Code, the district attorney may seck (J, civil 
penalty of up to $2,500 for each OCCllrrence. If the action is taken by the district 
attomey rather than the Attorney General, the county gl!neral fund is the recipien~ o~,the 
whole penalty so exacted. , . ' 

Considering the broad powers of en forcement invested ill the district attorney, it 
would seem that conSUm!lrs are adoquately protcctad,against frilud in th"ir community 
ma!!~gt!JlaGfl, UnfortU!1ate!y this is. not two. Th~ rapid growth of comumar fraud h:l5,~ 

placed all governmental ogencies, local and state, at a disadvant3:J1). Some. district 
attornuys arc attempting to fulfill their rusponsibilities, but lack of DdlJquate !egol, 
investigotive and clerical staff may C<1llse these efforts to fail. Some district attor,,\!ys·., 
offices have not even attempted to establish procedures for the detection and prosecution 
of consumer frau,ls. Rea50n's for this failure vary from lack of r,tolff, lack of complete 
knowledge of breadth of responsibilities and powers, little or no working coordination" 
wi 1h Sta to agencies and offices, to an Jttitude that action in the consum.::r fraud al ~a does 
not result in media headline covernge . 

.:. To remedy this, district nttorncys and local Lind county police agencies must get 
together and establish effective met1lpds of operation against consu"mer fraud. They must 

, open up netvvorks for instant transmittal of infol'mation concerning confid!lncc schemes 
which rnove from one area of California to another. 

Most district attorneys interviewed said'that initial investigations of fraud complaints 
, should be handled by police rather thon the district attorney's office, due to their lock of 
manpower. Police and the district attorneys throughout the stilte must work out 
thorough, and detailed methods of operation, outlining which functions can best be 
handled by the respective offices, and build up personnel C and procedUres for 
implementation. Tile difficulty is that the staff required must be poil for by budgets 

. established by local boards of supervisors or citY councils, which assign <1 low priority to ' 
i the detection and prosec~ltiol1l of consu'mer frauds. Otten these local legislative bodies 

have .Iittle understanding of c~msumer fraud problems and the impact these frauds have 
oli the public. 
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Many district atttlrl1eys also suggested that trado associations, by botter policing their 

resf:Xlctive industries, could be valu<lble <lids in preventing fraud and incompetency. While 
attitut.!cs of business and trnde associations have grown more progressive with incrc(1sed 
con~urner fraud, it is wishful thinking to believe such organizations can control flagrant 
violntors. The district attorneys should counsel the associntions on how they can provide 
the most assistance in datecting and deterring fraud within thair industries. 

VVhat is needed is a means of making the majority of district attorneys and their source 
of fund~, the county bo,1rds of supervisors, aWrlre of the incidence of fraud beit1g 
p'~rp;:trJt<ld on tha consumer, and a meons of obtaining a commitment to enforce that 
area of the law equally with the enforcement of the Irlw ogainst the more prosaic crimes. 
As the l<irger counties refine their <1nti·froud octivilies, the ruror countios can expect to 
receive more attention from the fraudulent operators. This fact was evident in the 
aluminum siding cases of 3 few years ago. 

Eocn district ottorncy's office should have at least one deputy who is attunod to and 
cor.~·e;~nt with the laW5 reluting to consumer frnud. so th(1t he con act as an advisor to 
the local police depmtment in investigating and preporing prosecution reports on these 
nctivities. Ono or more !twestigators in ench district attorney's office with fraud training 
and responsibility would bEl a great adclitiolloJ aid. Once a commitment to a fraud 
progr"m has been made, the Attorney General, as the statewide Inw enforcement officer, 
could play a vital role through providing training sessions in the law, detection and 
prosecution of fraud. Those sessions might be held in connect on with the Attorney 
Generol's zone meetings, and it is nlmost certain that he could call on the assistance of the' 
district attorneys and police departments who have experience in the fraud field to 
participate and assist in such training. 

This Ta~k Force believes that it is the Stato's responsibility to bring the standard of 
local law enforcement in the consumer fraud area to a satisfactory level of 
accomplishment. All citizens rcgnrdless of the county in which thllY live aro entitled to 
the same level of protection against fraud as they are given agoinst gr:lft, prostitution, 
gambling and violont crimes. It is unlikely that the Strite would stand idly by and observe' 
any of the latter four C<ltegories of crime go unchecked in any county, yet, that is exactly 
what is hap~ning in the matter of consumer fraud in many counties of California. 
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RECOMMENDATIONS 

, DISTRICT ATTORNEYS 

The Task Force recommends that: 

1. Each district attor'ney assume tho responsibility of raising th~ enforcement prio1it): 
consumer fraud in his own office. Proper weight must be given its importance ; 
severity as a crime,' and liS 0 civil wrong ag:linst his constituents. 

2. District attorneys and police establish linison to combat consum~r fraud, $0 t 

matters properly within the jurisdiction of each moy be quickly Dnd effoc:tiv 
referred, and information may pass freely. 

3. District attorneys include on their staff at leost one deputy trained to deal Yo' 

consumer fraud, Dnd add the needed number of invertigators to properly aid' 
deputy in protecting consumers. ' 

4. Distr'ict nttorneys assign a deputy informed on consumer fra::ld matters to coun 
interested groups, local trade associations and polico regarding protective 
investigative efforts. 

. ' 
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POLICE 

For most citizens police department.s and sheriff's offices are the primary contact 'in 
defense against consumer fraud. Police departments and sheriff offices have the p~wer. 
and the duty to investigate and arrest in cases of consumer fraud, arid to aid in 
. prosec'Jtion. . 

This power to act ng~inst fraud is potentially stronger thar, that of any other public 
agency. Unfortunately, however. many police dcrartments and shcl'iff officas have not 
yet recognized consumer fraud as a police problem or a responsibility within their 
jurisdiction. . 

Where th'!re has been police involvement in the detection and prevention of consumer 
fraud it has been through the "Bunco" units of large police departments or sheriff offices. 
In ~ome large citi~s aunco units were established to combat fraud long beforo the 
interests of consumers beCiln1e a fT1ajor social issue. Today, those units face ~ew, more 
inventiva fraudulent schemes. And, more complex detection and prosecution problems 
exist than did before. 

COl1sumer fraud is one of the most serious and widespread crimes confronting 
California citizens, netting millions of dollars every year for those who operate outside 
the. law. Still, most police departments assign manpower on the basis of prioritios 
eS!L!blished ,long ago: efforts to curb vice, gambling and narcotics still come ahead of 
consumer fraud. In most ca$CS, there is little or no manpower available to combat fraud. 
Once a high priority is assigned to consumer fraud and police agencies recognize the 
nature and scope of consumElr·related crimes, improvement In manpower assignment and 
education of personnel will follow. . . 

Although some police asencies have developed effective procedures for combating 
fraudulent schemes brought to their attention by consumer complaints, too often 
insufficient staffing - plus the great mobility and .ingenuity of f~audulentoperators -
hampers the best police efforts. Involved in the approhension of fraudulent operators is 
the concept of investigating suspected schemes before complaints Ure actually received. 
Sophi.sticated inlJ~sti\1ation methods arc required. for often, by the time a complaint is . 
received and investigate'd, the fraudulent oremtor has moved on to another locale. ' 

OffiCNS assiQned to receive cOl1sumer complaints may be unable to di5cern whether 
the complaint relates to a violation of civil law or criminal law. Often, complaints are 
qismis:ed ns "civil" when th~y actually relate to criminal fraud. The consumer rrroy be 
told· to see an attorney. Thus. the criminal fraud may go undetected nnd the consumer 
becomes disillusioned. This defect is the result of insufficient training of police personnel 
and the failure to assign consumer fraud a priority equal to that of other prevalent crimes. 

Police dep::lrtments and sheriff offices should establish good working relationships with 
the. local district attorney in the matter of fraud investigation and protection. Liaison 
commitlecs of the. agencies should meot regularly to develop workabie procedures, 

, designating the responsibilities of each agency. Such meetings would serve to keep the 
police i1gencies up·to·dilte on the content of criminal laws designed to protect consumers 
and i1ny problems rela!ing to tho laws. 

9 
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Consumer fraud investiglltions prescnt uniquc problems. First, the victim h'imself may 
I10t disqover for' a long time that he has been cheated, or he moy not know enough about ' 
his complaint to de~cribe it accurately. (For example, the victim of a phony carpet dealer I 
may complain about slow delivery. not renli7.ing the dealer never intenced df.llilJe~:;:)' ", 
Second, the police, on receiving a complaint, in many cas~s, cannot tell whether or not a 
crime has been committed, unless a pattern of similar incldp.;m~s sh-:l\'/s up. (Is tho initiill 

, complaint the tip of the Iceborg or the re~ult of nn hon(l~t ml~:;!..(! or inadvertency?) 
Records must be kept of complaints so that if a crime pattern is developed, prop!:r steps 
can be take!'. Third, manY fraudulent schemes are designed to be undiscovcr;ld \,mti! 

tl 
t I . 

m?n 1S a,ter t,1O perpetrators have left the arca. ThD old Drgument, "'v'/e've got enc)ugh 
~l'Ime t~ take cara of without Iloing out and looking for It," docs not apply in fraud cases, 
lust as It docs not apply In narcl)tics cases. Fraud investig,Hors must be alert to tlic la~cst 
schemes, ,md the modus operc1flCli of the op~rators. co 

Some police departmonts have beglln to train the personnel of the 8un~0 squad 
specifically for the work. This J,lractice should be extcndt:d throughout the State. Another 
progressive step has been to chnnge the nnOle "Bunco" to "Consumer Dil/ision" or 
"Consumer Fraud Unit". The new nomes more occurately describe the unit's nature and 
serves to inform the public that the police are of service in the area of consumer fraud. 
(The Oakland Police Department has recently expanded Its Fmuc;l Department and has 
as:;igned some ~f Its most cxperienp

l
QsLJnvestigntors to it, including a specialist in

consumer fraud. The OPD anticipates assigning additional police and civili.:m personnel to 
• the unit, as well.) 

. To curb consumer fraud, cooperation among all agencies must be developed. including 
pnvat? as well as public. To facilitate cooperation among 10c<11 polic::! agencies and to 
combat the mobility of 'fraudulent operators. l! central records syst\1m should b~ 

establishnd. This office would record all reported frauds, the modus opar:1I1di involved, 
and the parties involved. This system could operate in conformitY with, or be 
incorporated into, the Cdminal Illvnstigation abd Infornlotion Division of the Jus~ice 
Department. This would enablo any law enforcement agency to obtain current 
infOI'mation on fraudulent schemes anywhere in the state. Police d'!partrnc!1ts and dimict 
attorneys IntHrviewed have verified tile need for such a systurn. and believe it would 
incTCnse cooperation and redllcll dllplicntion of effort by inv(!$tiG<ltipg agencies, While 
preventing fly.by·night opertltors fronl.avoiding locnl detection or apprehension. 

After reali:dng he hos a problem tIll! citi7nn should know that he can go to the poHce 
for assistance. This senlice needs to be widely publicized. Interviews with police in most 
cities have revealod that low·i,ncome citizens generally display a basic distru~t of police 
and arQ reluctant to seck help, evt!n though the incidence of fraud is probllbly greater at 
this economic level than any otG1er. Pilot programs such as Oper.:Jcian £sr.:J{.1dares 
(Operation Swindlers) in Los Angeles arc the fi~st significant steps by police to improve 
contacts with 10w·incoOl¢ citizens ill relntion to consumer problems. They appear to have 
potential for success. Operacion Esta{,ldores has Sp;mish:spoaking police officers on dutY 
at all times. The objective is to understand and 5011/0 special problems of the. community 
and to case tensions between police <lnd thli citilerls. Progressive progroms such ns this are 
needed throughout the S\ilte. 
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• 
RECOMMENDATIONS 

POLICE 

The Task Force recommends that: 

1. Police and sheriff agencies assign a higher prioritY to the investigation and 
apprehension of those who perpctrtlle consumer fraud. 

2. Personnel, espCciillly those who operate ;n the fraud/bunco area, be trained in the 
complexities of f r,lIld invcstig:ttivc work, with an emphasis on differelltiating between 
civil and crimin()1 offensos. This should be a statewide policy. 

3. Police flnd district at lornl!YS cst:Jblish thorough inter·office procedures for consumer 
fraud matters. Rcgulilr meetings between these agencios l'lrll needed to develop 
procedures for dcsign()ting the responsibilities of each alld the various bases for 
referrals from one to the other. . 

4. To f()cilitatc cooperation among local police agencies ()nd to combat the mobility of 
fraudulent opcr()tors, a statl1wide centrill records system be est()ulished. The system 
would record all reported frauds Dnd modus oparmldi of the suspected parties 
involved. This pooling device could operate in conformity with, or be incorporated 
into, the Criminal Investigation and Information Division of the Justice Deportment. 

S. Police t3~:e positiVe steps to inform all communities of their availabilitY to assist with 
consumer fraud compt.alnt$, 

6. Pcrsonol contact, through speaking and community meetings, is a slow, but 
nevertheless effective means to meet this need. Special emphasis must be placed on 
establishing contact with low·income and non-English-speaking communities. 

" 
11 
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• LOCAL COr-JSUMER AGENCIES. ' 

If a COnSUm(lr realilc~ hu hns been defrauded lind is awpru of the vmious Fp,dllral Sf 0 

and locnl ogencics orgnnil.cd to combot cons';lrmr fraud he may !ind his WilY imflle('lialt' 
to the ngency which cnn ue most helpful to him, (i.e., fnlso relltesentn.tions in conn'nctl( 
with a sule of stock· the neMest 10G1I1 oHicu of ' the stJttl CorpMo:it:n Commissione,,; 
fraudllillllt contract for construction or repair of II hOllle • the Contractors Lict:nsc ~O:lf 
un interstnto s(:hetne viola ling a federal law - the FedolllJ Tradu C(lnlmission, etc.). 

Tho majority of ConSllrn~rs, huwcvtlr. do I10t hnve il dcgrt!\! of ilwnrcntlss which IN 

lead thllm to the ugeney Which is best ettuippud to IlllS'IIIUr their ql.!cstions and off 
Illfectivc lISSistollce. In su(:h cases, the consumer must he diwctl!t1 to an agmic'( wi 
genertll jurisdiction and sufficient knowledge to advise him directly or dirQct him to tl 
agency or Ilul'uau which will be most helpful. A$ we mUlltioned hl a previous seetin 
pollee departments und sherifls offices hilWl bile!) tim Ilrirn,:lIY colltact for citj,uns wI 
hilvl) recognil.cd that lhuy have bllCm duff .. ucled. . 

With mil/lY consumers tiwre may not be all uarly reuli7ation or til:) t ;/ilct~ and t\ 
mutter m()y first develop as a simple concern or inquiry on tnll Pil(! of the con$umer. ;'1 
Task Force -bus cOllsi(illred a number of diffment ilPllronches to thi$ problem aJ 
recomrn~rlcls thut tho tollowing throe dforts rllccive continuJ!~1 support: 'I 
(1) Grenter accessibility of the Deportment of C911sUlner Affahs. . ' I 

::~~,,,~~:'~~~~,e~,,Af:~~:.,~C~,,Of ,~9:70 ilS:::~~~~ .~l~.~lir~c~?~ of.:~~.: ~:~:l~t~:_~::~!1 
."' ...... " ..... ,U.,'tr.r ,0 ..... ~ .... I.'" ... vmlno.nt!; fr",.,1 ,",VI';'U1HT.,i10) •• _,., -~ ,auOll"""",~ 'U~n."lr-rvn;OII~nlo.p 

Code, Section 325) and to "transmit any valid complaint to the State Or Feder 
ilDI)IlCY whr)so authority provides the most dfectivp. means Of securing ~lIch relief 
(Btlsinoss and Professions COlill, Section 320(hl.) To further thase dutios the Ta 
FOlce nlcommends adoption by the Depllrtment of a rogionalilntion progr<ln1 
recommended in that section of our paper covering the DepJrtmcnt. (see p 
Dllpartll1Cllt of Consumer Afflllt$i 

(2) Botter utilizlltion of telephone services: Statewide t.oll.free numbers. 

The Bureau of Automotive Repnir, (created during tht! 1971 legislative session, 01 

offir.iallY in husinllss since Mllrch 1, 1972) has bllscd its efforts on 0 toll·free num! 
set 'uP to handle consumer complaints (aOO) 952·5210. The s(()tcwicle toll·fr 
number must be prominenlly displayed in cilch 01 the estim()tcd 38,000 auto rep 
firms in thll state. In the first live months of operation the five toll'free lines in 

. Sacramento have produced more thlln 11.000 auto repair complaints. To illlevi 
dcl.JYs UJI(I frush'illiollS cnu~ed by busy lim:s the \lgency is nd~lin!J additionol tc/cphc 
lines and will extend the service hours on the lines an addltionnl hour per dol" (7: 
<1.01. to 5:30 p.m.). 

This experiment h<ls proved that toll·free lines will be used whe~ they <Ire W 

puulir.iled at the place where .the consumer is affected. The Bureau of Automoti 
Repair is wrestling with the problem of e!rectivelv resclvin!] com(.ll;)ints from 
remote SllcrameJl19 lo~aJi.on. The Bureau hns been authoti<tgd tQ, employ 90 pcrsc 
Clnd will bl! given dirc~t access to (he resources 0'1 the DcpartmcII{'~ Divhlcn 
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Inv(l5tigiltion. Although the Bureau has commenced operations under several 
hanc!ic<lps, nevertholess indications are that problems are being overcome and this 
~xpcriment $hould be CJrefully monitored and evnfuated for possible extension Into 
other areas. 

(3) COQrdif"ating existing city and county Consumer Affairs offices with local 
enforc'Jmcl1t ogencics and the Oepartrnent; and creation of new city/county offices 
only after a genuine need is shown, (i.e., that the Department of Consumer Affairs 
can not 'do the job.). 

A number of cities a:1d counties in California have established consumer agencies with 
\!a~ious fUnding arrangements and organi7otional structures. Some counties are 

"cxperimentinil b'y directing the Weight~ and Scalers officials t,o offer general ~onsumf)r 
~ervices; • 

• 

Tl1e ag~ncies 'interviewed provided the "Task Force with impressive figures. The Los 
Angeles Burcau of Consumer Affairs reported 280 phone complaints and 34 in·person 
complaints on its first day of operation Monday, April 3, 1972 and Mrs. Fern Jellison, 
general manager, reportee! that during its first three months of opertltion.~the Bureau had 
received approximately 18,000 complaints ood saved residents nearly $200,000. The Los 
Ang(!lcs Burc:!u, finanCl.ld in part by a federal gnlnt for one year of $148,206 from 
Federal Emergency Employment Act Funds, has 21 employees including 13 inve5tigators. 
The Los Angdl!s Bure3u is considering opening additional offices in the Son Fet'nando 
Valley and in the VJatts and East' Los Ang~les areas. The City of San Diego, as a part of a , 
~,~odcl Cities Project, has a Cons~mer Affairs Project which is·funded with $229,000 from 
th~ Office of Economic Opportunity. I 

• 11 

Ornn~~ County cre<lted a pilot County Office of Corlsumer Affairs which commenced 
op<:ratiors on March 1, 1972. The program is funded with Public Employment Program 
funds and was initially structured with a Director, five invc~tigator·corisultants and two 
.$f!cretaries. In addition to ra~ponding to complaints the Direct'or, Mr. Shiminoff, has 
prcmotild several innovative consumer education effort~ in Orange County. S"cramento, 
Del Norte, Humboldt, Sari Bern"rdino, Santa Clara, Sant<l Cruz ~rid Ventura cQunties are 
also !!xperimentin!j with county consumer agenCies. 

This proliferation of gO'Jernmental agencies results from the f<lct that existing Dgencies 
h3'.'1) not solved the problem of providing convcrnient anel effective ar.sistance for those 
consumers that have been unable, to rC$olve complaillts through their own efforts. 
Although the State and Feder:::l. governments are doing il better job consumers and their . ~ 
elect'.ld ciW and county representatives have felt it is not enough. With the availiJbility of 
fp.dcral funds to subsidize I.ocal efforts, these :;rustrations have resulted in the creation of 
(i.l;w cg!lncies. . 

. Unfortunately, the creation of new agencies without adequate planning and based on 
temporary financing can produce more'long term' problems than may be Justified by 

, im!'l\ediate numerical.results. The Task 'Force is familiar with the recent creatiol"Jof a 
Gov~rnor's Steering Committee for a Local Governmt;n't Reform Project which will 
3nary~e the 5,758 local government units hOW existing in the state to determine what can 
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Utl dOlle 10 uvoid "lwc,;govGrIlI11lml,llillltil;Il," This lype of ill1;,lysis is valuable ar 
would be a mir.lilke to cllc.Quroge the ilHlisr.riminate Ct c,llion of city nne! COJ.Hfty col"\~ 
(Jge~lc!cs UIIICS5 st.lch Dgel1cie,~ ~illll void illlcl Will, PUrforlll their fU~1ctiolls on a long i 
bilSIS In a responSible llnd clflcltlnt m:mf1er Dnd WI til micCllI,ite fundlllg. . .' 

011 lhtl other IWlld, it n1:lY he lhat the work of 10c\11 government ilgcncies .. cil 
co()rcJinntecl with thol of ihe Depilrtlmmt of COl1SlJmur Aff<lirs; It is our belief tl13 
Director of the Dt!(Jtlrtlllenl should cOllpeHlte with till: eXisiing groups imd sl 
pllrtidp(ltt! in ()xpllrirnunwl prt1gtilillS to cllltl.!rruinc whJt system of !J(lI:crrlrn 
O. gill1ilatiol\s will 111.! ICiist (lxpoflsive llflt! most re5pollsivu. A proposed COI1SUl1lcr ,,' 
AssisWnce Act" Wi'S int.od\lced in the 1972 sessiP!1 of 'the COlliforniil legishltu.c k. 
purposl! of plomoting loca" agenr:ies thl'ol'OIl StOlte Sllbsidv. The pl:m \V •• !: not 
conr.(lived illld the Pl'opo~<I1 dkl flllt SlICI:\ll'd. We bdievc tlta t the tlllCO()r diflDh:d Cli! 

of IOGal <lt1tmcil!s would btl a mistake. Howllver, WI.! ellCollr<llle the Dircc:or to plCPJr 
submit legislation to tllu 1973·74 session which would proviue modest 1m<l tcmp 
Stall! subsidY to these cities nnd counties which propose 10cal)}H)grams to be coordi: 
with the oxi51il1g SWIt! unci FederOl! t.!lforts. Criteriil to bt: considerud in selectrng loc~ 
to rcellivl: temporary sttlle fin;lnci'ill.mi~tonGfl shOUld incllllJe: 

(1) A progr:.llll to imurc efficient utililotion of funds; 
(2) A pl'Og.\1m plan designed to rC(lch all sl!glllents olld income levels of the ~ommun 

he served; , 
(3) A plan of cooperation to nliminate confusion in the mind of ;he consu~r5 rega 

who to ~ee wilh his lIl1satisfiud t:oIllJllnint; , 
(4) A sy~tclTl for evaltr:.rtil1g the $(\cces:; of thc subsit.lilecJ pilot p.ograms, thi~ wou 

useful in dusignil1g nnd di.ectil1\1 future efforts. 

The Dircl:tor of the State DI'pJrtlnl!ltt of Consumur Affnirs is the chid govt!rn , 
orficcr in Cnlifornia chm ged with protecting nnd promoting till! interests of Cali! 
COI1SUIll!llS, Wr: would not el(pect thl! Director to dutermine thilt adequilte co!'" 
protection can only be accomplislwd by shifting ,the responsibility to lIewly created 
agIJllcics. II mny be tlhlt thl1 legiollalilntion of thu DflpOlrtmellt will crrecti~ely !.ot~ 
plolJlcrn of providing eos,ly acces~ible conSUIl1\)r service centers without the nCI! 

additionnl governmental units. On ,thu o,ther 'hano, a three ticr proyr~m inv 
community organLwtions to!JuthtH' with the State (Jild Fecler:,1 programs n,jight prov(! 
.tlle most e!fective forn~nl. We cncouragll the Director to pmticipatlt~andinnovilte in 
arens. 

We have two cavcmts io offer: 

(a) Consumer complaint udjll5tment centers must be nugnlonted by a stong cnforc 
agency. Compluint adjustment agencies arc gllnl!rully understaffed,undurfinu!1ce 

, overwhelmed. Conseq\lently, while individual complaints may be adjustc 
resolved, tfiere is S(:ldom action tnken to stop unlawful Illactices. One d\1n 
creating nCW complnint llgent:ies without iln effective liaison with an enforc' 
.locncy is tl1<lt COlllllllll1icaliolls he tween the two mtly bl! impeded so that uni 
pniciiccs urc i.djustecl hUI .wver agr'cssivnly iltt(1ckcel ,mel thwiI,rt\!u. 

\\-----------------..;.-------.:.-~ o 



l) Legisi:1tive efforts to protect California consumers should be concentrated in tl,c 
St;)tc Legislature. IndiC.:ltions are that California, generally, has adequate statutes and 
regul;;tions to prevent known methods of consumer fraud if enforcement is 
aggressively pursued. NC'Jerti1ulllss, as new schemes are invented ond new techniques 
of dECCjJtioJl and misrepresentation develop, logislation to counter these efforts 
shOUld be uniform ond statewide. Except In cases of unique or special local 
conditions, ci:ies and cOl/nties should not en(lct stondarcls, controls, regulations, or 
restrictions on consumer trunsactions but should dLH:ument the need for legislation 
and c::.rry the propos.,1 to S,lcmmento for cornprchensive consideration and statewide 
action. The dilemma of local housing and building codes and the costs and problems 
such overlapping regulation has C.:lused is a goad example of the disilstrous 
conseqlJences of too·many·cooks·stirring·the·leoisiative·broth. 

, I 
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RECOMMENDATIONS 

LOCAL CONSUMER AGENCIES 

• 
The Task Force recommends that: 0 

1. The Department of Consumer Affairs seek to open regional office~ through 
Colifornia. 

2. The Department of Consumer Affairs seek better and fuller utilization of statewi l 

toll·free telephone service. 
3. Exi~ting local consumer protection offices coordinate their efforts withi~ 

enforcement offices ond the State Deportment of Consumer Affairs. 
4. If the State Department of Consumer Affairs adopts a regionalizotion program so 

the establishment of new local consumer offices proceed only after a genuine need 
shown. ' 

5. The Director of the DeportmElnt of Consumer Affairs cooperate with the eXisting 10 
offices and groups in determining what system of governmental organizations will 
least expensive and most responsive. 

6. The Director submit legislation to the current session of the Legislature providi 
modest and temporary State subsidy to 10C.:ll consumer protection programs to 
coordinated with State and Federal efforts. 

7. Legislative efforts' to protect Colifornia consumers be concentrated in the St 
Lqgistature. 

" 
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VB. 
CONSU~E~l EDUcATION 

.' 

. '.e.,..,''''_ 

CONSUMER EDUCATION 

Even with the optimum amount of coordination, government and privllte ago' 
cannot fully protect consumers. I\uthorities simply clln't walk through all marketp' 
with <111 consumers. To improve consumer protection and to reduce fraud, the const. 
mllst be able to protect himself. 

One of the main obstacles to more vigorous prosecution of consumer frau':)' is 
failure of consumers to complain at all. One relJson for this failing is the inability 0 

consumer to recognize that he has bUen defrauded. Another is his leck of knowlecgc , 
where he should go to register a complajnt. To rem~dy this situation 3 m3jor eff 
needod to estilblish n COmlln1CJr educ(1tion progr8,m to rench all CJliforninns •• , 

Consumer education does not mll(l11 only studies in school. Th(lt, is a mejor S'=>( 

those who believe thDt consumer edllcntion IS our mnin long·rang~ weapon eg 
consumer fraud. In addition to educnting our young, however, we must find ways 
means of reaching into the communities· especialiy low·income ,!lrens • to fully in, 
everyadllit of his rights; the ch,mnels of redress nvaiiabJe to him; and of wh(Jt practi 
bewilre, 

Our concept of consumer educntion covers full use of madia, p~rsonal conta 
government and non·government p~rsonncl,' as well as establi~hment of consu 
educntion as part of the curiculum of our school system, 

"The purposes of consumer cducution are to help each student evolve his own 
system; develop a sound decision·making procedure based,upon his values; °ev31t 
altcmutives in the m~rketpldce and get the best buys for his mOlJI1Y: understan", 
n:qhts and respol1sibilitles as a consumer in our society; and fulfill his role in direct!'. 
free entcrpris,e system ,,1 , 

Federal, St~te and local departments of education have been charged With 
responsibility for the development,. supervision and evaluation of curricuiurn, tea 
educ<ltion and certification and educational programming. Only recel1W flus the i 
been raised considering consumer education as an added responsibility., EarlY in 19i 
conference co·sponsored by the Department of Education ,lmd the Departm1!n 
Consumer AHairs WllS well attended by educators and cohsumer'ilctivists f, 
throughout California. The purpose of the conference was to rilise the consciousn!!!: 
educationlll institutions thi,o.ughout the state reg;:!rding the concept and purpo~ 
consumer edllcation. Virginia Khauct, Special Assistant to Pre.5ident Nixon fof Consu 
Affairs, ~tressed the impol'tanGe of such programming. Some suggested gu,idalincs were 

1. The curriculum must be multi·disciplinary. 
2, Programming must begin at the elcn,1entary level and be constantly evaluated to in 

comprehensive coverage of as many key areas as possible. 

'Su99llstod Guide"'nlls for Consumer Education for the President's Committe'! On Consume;' Int'1t' 
November, 1970, p. 2. 
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Since that conference the efforts made toward consumer education !:iave been 

lttempted on a voluntary basis by institutions primarily independent o'f either the 
Department of Edu~tion or the Department of Consumer Affairs. 
. Even within the schools, according to Dr. Kenneth Washington, the center for such 
:jrogramming is probably th(l home economics chmcs.2 The traditional approach limits 
:he courses to te<lching wise buying hilbits, home budgeting and finance. "Consumer 
Education is not merely il rhetoriOilI exercisu in buymanship. I t is a continUing, lifetime 
!earning experience. For that reason, we must realize its great potential, as an integral 
~(:gment of our total educational system, supplemented by the informal influences of the 
:'ome and community and supported by consumer organizations, government, and 
,;us;ne5s:,3 . 

It is our recommendation that the D;Ptlrtment of Education (pLlrsuant to Education 
Code ~ctions 153, 181, 88G, 8002, 80[;5, 8571 and 8573) introduce and irnplemllnt 
programs 1:'1 cor:sumcr educiltion and coordinate efforts being made by consllmer 
organi;:atiafj~, other governmental agencies, the media and business. We recognize that 
s~ch an undertaking will require much study, additional money and trained personnel, 
"od allowances c(!n be made for that. In the meantime, however, pilot programs should be ' 
!.::ur.chcd to satisfy critic(ll areas of need. For eX(lmple, we agree with the Governor's 
Aovisory Council on Consumer Affairs that pilot projects should begin immediately to 
t.cucate high school age students about contracts for auto purchases. Driver training 
CJurses should be exp3nded to include discussions on auto construction, auto financing, 
Cluto insurance and warranties. Here the schools could call upon business to participate in 
presenting the subject matter (e.g., financial institutions, automobile dealers and, 
insurance a:;ants). The educational material developed by business and industry could be 
u!ilized, as well as materials which have been produced in Braille, audio tapes, films and 
bilingual training aids. Thl! State Legislature should be requested to enact legislation 
requiring such courses in our schools. . 

Consumer educatiClI1 also extilnds to informing the public about consunler prot-lction 
prosram~ avail~ble through government agencies. This requires coordination b"l the 
Department of Consumer Affairs with full cooperation from the Department of 
Ecucation.4 

New:; Media 

News media can playa significant role tn educating the public to various consumer' 
rralJd practices 2nd where to go,for help. For example, the public is dramatically alerted 
to beware when a radio or telev.ision broadcast or newspaper story exposes a fraudulent 
scheme. More Oiln ~ done: 

1. The Department of Consumer Affairs should consider developing multi·1inqual radio 
and 'television programs which deal with common prob!!!ms and whj~h answer typical 

2Wcndc!in. C<lrol, COMUr.1f1r FrOJud TiJSk Force Survey of the Californk, State' Department of 
cduc<!ti:m. De~~mbcr. 1971, P. 2. 
'3sttg;ested Guidelines (or Cons(Jmer Education, supra, p. III. 
~,e also Erlmn PIper, Report From City Administrativo Office. 
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• 
questIons of consllmers, Offered to stations as a public service, these programs coul 
reach hundreds of thousands of Californians regularly. 

. Some stations do offer such programs on their own. Some have consumer repo~te 
who concentrate on investigatinn consumer fraud and telling the consumer how t 

avoid them. These reporters also explair, the workings of conSUmer protectic 
agencies. This is a valuable service. Other stations would be encouraged to provide it 
they knew that the Department of Consumer Affairs would provide relinble. reslut 

, source matcriLlI bro~dcasts. 

2. The Department should seck the cooperation of telllphone companies to inClude 
page of consumer protection and enfClrcement agency listings in the front section 
each telephonll book. ' 

3. Revocations and sllspensions of licenses by Stilte agencies should be more wide 
pUblicized. At present, most publicity of these matters is confined wi;:hin the industr 
or to State agency mailing lists. We reCommend that all n!Jen~i~~. circ:ulilrize notices 
revocations and suspensions regulLlrly to a.1I newspapers, radio and television stati0

1

1 

taking care to check or underline items of local interest in each report. T 
Department could simplify the procedure by gilthering such notices from all ilg~nc 
and compiling them into a single monthly bUlletin. 

4, Media would be more willing to usc material from consumer protection agencies if 
releases were in more usable form. $ 

"" ,Todny, many newspapers offer "actlon line" columns to which consumers can sa 
their complaints. The newspaper tells the consumer how to solve the problem or sollie 
for him. This type of service is also. offered by some radio and television stations. 

One station, KABC Rildio, Los Angeles, has done this on a large'scale. It has a staff 
take complaints; then solves tht! problem to the best of its ability. 

·Broadcast of consumer reports by all stations would act ilS a deterrent to crime. 
Federal Communications Commission could, through its regulatory power, rec;uire 
broadcasting stations to devote a certain amount of time to consumer informiltion 
law enforcement actions regarding consumer protection . 

If a company knows that to bl! found guilty of defrauding a consumer will mean t 
the entire public will learn about it, it will be more careful to al/oid such practices in 
first place.' ' 

. I<HJ·TV, Los Angeles, proved this,recently. Its consumer report on the nishtly n 
has been publicizing names and addresses of companies found guilty of short weight 
This information is supplied by the Los Angeles County Department of W~igh'ts 
Measures. Only those firms found guilty and fined in court are pUblicized. The fines 
usually small, but thll publicity is not. KHJ·TV received complaints from one store i! 
such a broadcast that the store's business had dropped off by two·tl~irds. 

Soci", Workers and Probation Offic,ers 

Contacts should be expanded between consumer protection agencies and s 
wor~~c.rs and probation officers. Both can aid their clients in understanding which bus! 
practices to avoid and hoW to get help. " 
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Representatives from the Depilrtmont of Consumet Affairs, police, district attorneys 

and the Attorney Generol's officcs should SElck speaking engagements whercvt'lr and 
wr,enever pos;il>I'1, with emphasis on addressing ethnic minority, non· English spcaking 
and senior citizen group:;. Speakc'rs should outline common and curront, fraudulent 
schemes, and where ~lIld how to take complaints for action. 

Speakers from consumer protection and law enforcement agencies should also be 
mac.:! avail .. ble to schools and colleges as part of the proposed expansion of conSl.mer 
eduCCltion throughout the California school system. 

. , 
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RECOMMENDATIONS 

CONSUMGR EDUCATION 

The Task,Force recommends that: ' 

1. Tha Stilto Dnpartment of Ed~lcation commence at once to devise a c\Jrriculu~ 
consumer education in kindergarten through grade 12. 

2. The Stilte Department of Consuml!r Affairs coordintltc all programs of PJ 
, information concerning consumer protection programs G'Iaitilble through v"r 

govcrnrnen tal agencies. 
3. The Deportment ;,150 devise a mlllti·linquol nuwspanor column dealing with cons1 

problems, questions and information for dissemination throughout the stott!. , 
4. The police, district attorneys, <lnd Departnlent of Consumer Affairs attempt to Sl' 

meetings and workshops With sociQI workers 'and neighborhood groups to in. 
consumers of ' the basic clements of protection from consumer fraud. 

5. The Department seek the cooperation of telephone companies to include ~pa 
consumer protection nnd enforcement agency listings in the front secti6nd't--

l telephone book. . 
6. Revocations and suspensions of licenses by state agencies be more widely pUblicj 

, . 
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VOLUNTARY 
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VOLUNTARY INDUSTRY EFFORTS 

Buslnoss and industry ore DWtlre of the wnve of "consumerism" Dnd this aW<lreness has 
led to incrcDsed business initi<ltive. As the genarDI level of business response cxp;lnds to 
ailevlDte real problems Ilnd to satisfy the escalating expectations of consumers, it will b~ 
more difficult for the fraudulent opcrotor to exist. Business is solving legitimate problems 
by the establishment of quality control progroms, simplified complaint procedures, 
reDdable wurronties, buying guides and product care guides. the creation of stondnrds and 
cocles, and support for educutipnal progrnms. In thl! face of these voluntarv I,lHorts. 
fruudulent operators will find that their schemes will be more readily apparent to the 
conSumer and hence less lil(ely to sllcceed. 

It would be impossible to compile hare 011 the Mti·fraud business programs, but some 
of tlHJ cfforts hDve been roviowed by the TDsk Force Dnd are described below: 

Simplified Comploint Procedures 

A nllmbr.r of busines$cs hDve adopted prourams to improve the "r.omplain~'· 

com m u nicatil:ms from consumer s. WhirlptJol, a leading household Dpplianc'l 
manufacturer, was one of the first to streamline its system with a "cool.line", ~ 
nationwide, tOIIl·free telephone service to its main offices to provide information or helj:! 
in the event of a local breakdown of service. Whirlpool averpges 300 Cool·line calls daily] 
of which 25% arc of the complaint category which arc handled by the company'~ 
nationwide networl< of 130 servicl! managers. All customer complaint letters to th~ 

Whirlpool main office are \lcknowlt:d'.l0cl within two day~ of orriv<l1. The VJhiripool effor: 
hus beEln <! poltemf()( mDny other hU5inusse5. i 

Numewus other complaint programs to facilitate communication and ease the 
frustrations of the COnSl!milr have recently b.een 'set up including a Mobile Hom~ 
Consumer Affairs Council; Better Business Bu,reau's "Hot Line" designad to re!.OI ... ~ 
service problems; the Major Appliance Consumer Action Panel (MACAP), an independej 
panel of consumer·orienterl experts who serve os ombudsm<:n, voicing consumer problem 
to anplioncc industry m(lnagcment. MACAP is II creation of the Gas Applian 

.• Manufacturers AssociDtion and the American Retail Association and, among othe 
responsibilities, it receives comments and complaints from appliance owners, studi!: 
industry practic(ls, and advises manufncturers and retailers of ways to improve consume 
service. The ElectricollncJustries Association of Southern Californl(l is preparing a bookie 
for consumers on how to avoid service calls, and where and how to place D' complain 
effectively. A number of associations lire considering participation in the B~,tter B~lSine:; 
Bureau's current experiment of arranging voluntary arbitration of those consume 
complaints which' cannot be resolved Informally. More will be said about this tV~ 0 

effort later. 

Understandable Wammtios 

A number of C<lmpanies simplified their guarantees prior to recent federal and stat 
legislation l Dnd In many (:;Iso~ complIriies have gone beyond the requirements of I(lw i 
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information specialists who onswer more than 100,000 customer inquiries annually, OVer 
90% of the lettars received 1Iro simple reqllo.sts for help In doing things with photogr~phic 
equipment the customer do os not know how to do. 

Mbre and more, it app~(lrs that business organizations art! desioning instruction 
booklets on a "tellm approach", u~ing enginuers, professional buyers, home economists, 
COPi~.'Iriters, consumer panels and graphic nrtists to convoy an accurate, understandable 
story to the customer. Tho inclusion in a sinnle manuill of all relevant information 
including internal unpacking Instructions, parts list ir\lormation, product guarlll\tee 
provisions and senlieo information is a noticeable trend and should reeluce many of the 
frustr1ltions consumers experience with technolonic1llly advanced products. ' . 

Consumer Literature and Educational Efforts 

Many comp:mies have prepared "Buy Studies" similar to but less elaborate than the 
Ford book ,mentioned above. General Mills, Inc., Whirlpool Corpor1ltion, Sears, Wards, 
and Penmys h,'/c typical prog1'lHTls. Senrs had 230 titles of consumer literature in June, 
1972 aVllilllbl(! at no cost to the consumlJr. Many of these are noncommerciol how·to·buy, 
,how.ta-use publi¥ltio.ns, Others 1Ire promot.ional ,in p;)rt, such as the 22·page booklet 
de5Cl'ibing the "Scc::rs Tire Proof·of·Porformance" program which contains a special 
section en "How to Get the Most From Your Tires," 

A number of trade associations 1,)150 have bElen active. The Dirnct &:lIing Associotion, 
in an effort to cOlJnteratt~c!< the unscrupulous segment of the door·to·door sales industry 
began a wid:lspread communicotions effort last ye1lr with a consumer educotion pioce 
entitled "Buying At Home .•. Wisely! A Quick Look 1It How To Do It." The pDmphlet 
offers nine hints to help consu~ers recognize honest door-to-door sDles representatives. 
The Pharmaceutical M1Inuf"cture~s Association has prepared 11 number of pamphlets 
discussing the proper u~e of ,medicines and the relntionshlps between the consumer. the 
physician and the pharmilcist. 

A substanti1l1 atMunt. of formal cl1lssroom moteri1l1 has been prc.Juced DOd m1lda 
available by business \<) educators and school systefnt., without charge. The West Virginia 
Retail~rs Associ:Jtion, with tht;) help of a grant from a retail chain, prepared a loose·loaf 
pub!ico~iol') cntj~!cd "ConSllml)r EducatIon, A COllr~p. of Study" 1Ind provided enough 
copies for distribution to all public schools in West Virginia. The 240-pogc guide is 
designed to fit nt~y tenthing situotion in the field of consumer education, ccntel'od (ll'oun.d 
students' interests and utilizing all 'rosources of the community Including intervicws, 
lectures, tours and direct student'involvement. Topics covered in the eourse of study 
indudc plJrchasing food. furniture and appliances, clothes, buyln:J and m1lintaining 1In 
automobile, housing, vonting or buying a homo. credit, money m1ln1lgement, consumer 
law" fraud and deception, and banking and saving. 

The Pharmaceutical Manufacturers Association has spent $25,000 in deveioping 
cooperatively with the. Americal1 School Hoalth Association a curriculum guide entitled 
TC3ching About Drugs for use in all primary and secondary gr1lde levels. The J.C. Pennoy 
m<:g;)zine. FO RUM; published semiannu1llly explains topics of consumer concern for the 
use of professiontll oducDtors and is typical of the efforts' ~etaBers have made in this 
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direction. A number of different pro or oms and tea chino aids lire i1vlliloble throug; 
national retllil corporations for the U5P. of home economics Instructors and other 
educntors who deal with consumer topics. 

Krnft Foods has 81') interesting instructional program QV1lilable to soci~1 studies 
teac~er~. I.t encollr1lg:s students to gather as much information about a product as 
p~ss'ble, e~ther from mdependent eV1llu1ltion. libraries, advertisements, or from contact 
dlrect!y With the m1lnufacturer. Kraft publishes a p1lmphlet entitled "The ABC's of 
Amencan Industry" and ,distributes over two·and·a·half million copies to students 
thro~g~ .socia! ,stUdies cla\)~M: Studcn~s compete for prizes by developing related projC'cts 
?nd wrttlng aSSDYS bnsed on mformntlon obtained regarding the Amorican products Ii~ted : 
10 the pamphlet. I 

Educationill m1lterials developed by Amalic1ln business r<lnge from form:JIi<:ed curricula 
to individu1I1 pamphlets oVDilablo on request. Materials htlve ooen produced ill Braillc' , 
au~i~ tap,es; Sp1ll1ish language; for ethnic minorities; films of all types; and 11/1 vnrieti~s of I' 

training llIds. . 

Advertising 

Tho Federal Tr1lde Commission, 1Imono other governmental agencies, has bee~ 1Ictive 
recently in the field of advertising. The FTC has been porticul1lrly concerned with 
natio~1I1 television odvertisino. but (along with other State and Feceral bUreolUS-\lnd 
agencIes) ha~ <llso boen concerned with product performance cloirm in all meclia. While 
these goveri'lmental efforts and the conccpts of corrective c:civertising substantiation and 
?ffirmative disclosure h;)ve drawn most of the attention in recent months, historicnl 
mdustry efforts Dnd current programs of ,self'regulation should not be overlooked. 

In this connection, the FTC execlltive director communtcd in 1071: "If busirl!!ssrnen 
believe the Commission and othar governmont agencies are becoming more enforcume:'lt 
oriented, than Wi1 begin to hear tim sU(Joe'stion thnt self·reGulation is a re;)~Onill:-!e 
alternative to the timo·consuming la\'o'S\lit •• , Actutllly, I \vclcome those responses from 
industry because it metlns that tll'J Commission's tesp6nsibilities 1Ira beinc: taken 
seriously • • _ I welcom¢ tham too because I am acutely aware of the- Com~ission's 
budgetary ond personnel limit1ltiol1s. An enlightened system of self·rc:;uloti'On m.w 
support the Commi.ssion's enfol'cement ,activities and multiply tht: beneficial cHact of a 
single Dction m1l"y times • • :' 

CloOt'ly, some of the recent efforts 1It. industry advertising sdf'reQulation hove resulted 
from increased emphasis by Qovernmenttll 1Igencics ancl conSUm'Jf groups: how()\'er. we 
tecogniz~ that industry for years has volutlt1lrily worked at setti~g lines of demarcation 
between Ilproper" and "improper" ndvertising. 

Leading retail organizDtions have hod advertising polici'il~) an self·imposed 
requirements for truthful !ldvertising for ovor 50 ye1lrs, Although ,1Id ~erence to the 
stondnrds may havu varied throughout the countr~1 and from time·to·ti ~e, neverlh~;i!ss. 
efforts at voluntary rogulotion hove been mnde. Responsible business ef orts hove often 
been ignored by fraudulent operators and those unuthicnl businessmen \~hO recogni;:cd 

that t~.V ,"uld do ., with ;mp,";,v. . ":, I'.~.· 

4 \ 



• • guarantees. He will, h"wever, only perform If forced to do so, often only upon tho throat 
of government intervention or litigation. The To~k Force considers that any promise 
made wticn the promisor intends to delay tho per rormance of tho promise by overy means 
imaginable is as fraudulent and frur,trating to the conSUmer as an intention by the 
promicor never to perform at all. In fact, in our opinion, the difference between the two 
is in~ignificant. Consequentlv, we recommend that anything thot con be done to 
accelerate the voluntary processing of n consumer's complaint by the bLlsiness or industry 
involvod should be promoted and fostured in evury way possible. 

It is in this connection that we make certain ~lIa(jestions re[j3rding Small Claims Court 
procc:e!.Jjn~s. We also propose that the Department of COllsumer Affairs promote and 
support the adoption by business, industrius and .:mociations of the voluntary arbitration 
of conSIJm~r dj~putes. . 

Arbitration of Consumer Disputes 

For many years, the Cleaning and Dryers Institute In New York City has required that 
its members incorporilte a standard arbitration clause into the language of the claim 
checv.s givon to customers. When a customer is dissatisfied with the work, and he and the 
cleaner are unable to resolve the dispute, either pilrtY can submit the claim to final and 
binding arbitration before an arbitrator appointed by the American Arbitration 
As~oci<:tion. The Los Angeles Better Busintl~s Bureau has set up a simil,tr system for dry 
cleaning and laundry est!Jblishm'ent~. During il.S first year, it h,mdlqd 372 cases. 

This year the Better Business Bureau has embarked on an ambitious national program 
of consumer arbitration by undertaking a ntlmber of pilot projects thr.oughout the 
C::luntry. Oakland, Bakersfield <1nd Long Beach are California cities ,in which the pilot 
program will be promoted by the BBB. The Task Force lauds these erforts and encourages 
the Department of Consumer Affairs to assist and lend financial support for these 
tYPIJ pr03T<1ms in the State of California. 

In this regard the recent study completed by the California Judicial Council utilizing 
S75,OOO from the California Senate Contingency Fund regarding the advantages of 
arbi:ration over litigation in resol'Jing smaller personal injury disputl!s is inte·resting. Most 
of Ine attorneys who rE:5pon~ed to qllestionnoircs concerning the arbitration proposal 
citr:d tavings In time llml expemo os thuir ransons for f,lVoring arbitration. The report 
~;'lcluded thtlt "a succcdul arbitration program hinges upon the caroful selection of 
quollfied, kno','Jledg~able and fair tlrbitrators." 

ft.arvGardiner Jones, FTC Commissioner, commenting on the cJesirability of impa~tjol 
arbitration of unresolved conwmer complaints has indicated that such a prt)gram to be 
SIJccessful must not be financed solely upon contributions or fees from parties to a 
dispute; this would be unfair to the individual consumer and full funding by the business 
community could adversely reflect on the need for on impartiol appearance. She suggests 
that funding could be accomplished by several occeptable methods including 
governmental assistance. She also maintains that the ava,ilabHity of this muchinery must 
00 fully and continuously publicized. 
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11" T"k F~r"" not" thot tho Am:r,,," Arblt"tlon ~"o"otion ft.n ,ctiv. ror 
nlany years In making the tools of arbltrDtion available for labor·management relations, 
commercial disputes, and insurance coverage questions. In recent years the AAA, through 
its National Center for Dispute Settlement, has offered its services ill the development 
and adoption of the techniques of arbitrDtion, mediation, and filct finding to resolve 
community problems. We believe the state should actively participate in promot:ng 
cooperation among bu:;incss, consumers, government and the Nation"l Center for Dispute 
Settlement in making arbitration aV(liloble for the fair resolution of disputes between fair 
dealing businessmen and concerned consumcl's. . 

The Department of Consumer Affairs should take the lead in this effort by: 

(1) Encouraging business and associntions. voluntarily to adopt consumer grievance 
programs offering binding arbitration as I!I final step; 

(2) Approval of the 8GB California pilot project; 
(3) Publicizing the benefits of arbitration to the consumer and the good faith and good 

will demonstrated by merchants and businessmen willing to participate in such 
programs; 

(4) And perhaps most importantly, participating with the National Center for Dispute 
Settlement of the AAA in covering the administrative expenses involved in making 
arbitrators and f~rurn facilities available without cost to the particiP(lnts. In this 
connection It should be noted that d;e AAA is a nonprofit operation which has 
succeeded in keeping the costs of arbitration to a minimum through the utilization of 
volunteers. Many qualified citizens wIth appropriate expertise have agreed with the 
AAA to. serve as arbitrators in resolvin(1 controversies bet\'Jeen parties; 

A $10,000 commitment by the Dep:artment to assist in covering the ildministrative 
expenses incurred by the NCDS in making available its facilities to consumers and 
businesses \villing to test an arbitrtltiol1 progmm would be a v(lluilble experimcn~; 

(S) Consideration should be given to em:ouraging arbitration through statute~ pr~posed 
. and supported by the Department of Consumer Affairs; and • 

• (6) Governmental agencies shOUld utilize arbitration procedures to obtain restitution for 

wronged customers. 

O~lr proposal number 6 Is exellipliricrl by the judgment rendered by Judg~ J. Kelly 
Steele based 'upon an agreed Cllr.'l betwccn The People of the State of California. by and 
through Evclle J. Youngt:r, Attomey Geneml of the State of California lJnd Koscot 
Jntorpl/)not"ry, Inc:., a .Florida corporation,' Glenn W. Turner Emerprist1s, Inc., et al. (No. 
112812 I<ern County Superior Court, 1971.) In th1lt case, a company was charged with 
operating a marketing program in violation of California Pcn;!1 Code Section 327. in that 
such program constitlttl1r1 an "endless chain scheme" as d!!fined therein. Furthermore, it 
Was alleged that fruudllient reprcsc!1tation~; had been madi! by the defend:mts in violation 
of Business and Professions Code Section 17500 and Civil Code Section 33G9(3). 

The judgment in that case provided th,lt any particip:mts in the Koscot Marketing 
Program could demand an imn1ediatt! refund of his inve~tment in Kbscot an~ ca~cel his 
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eon"t'ract i(a;;Yp~;'t-'of the Marketing Program had been misrepresented to him. At page 
15·16 the order further providl!d: 

"14. In the even: :Imt mw controversy or cI~im arisin!l OUt of a request "or-r"efund'by 
a P;;r:icipant pursuant to paragraph tl7irteen (13) of this judgment cannot be settled by 
the p.1fties or their reprasanrati~'cs, such controversy or claim may, at the option of the 
Participant, be ~attled by arbitration in accorcJ.ince with the then currant rulas of the 
Amcric.7h Arbitr.7tion Association, and tha decision of such arbitrutor sh.111 be binding 
on bolll pOJrtias. " 

• 
<RECOMMENDATiONS 

VOLUNTARY INDUSTRY EFFORTS 

The Task Force recommends that: 

• 
1. To improve "comploint" communications with consumers, businesses continue to 

develop free information channels so complaints from consumers can be received 
promptly and directly. 

2. "Legalese" bo abandoned in warranties, and a clear statement of what is and is not 
Juri~diction of the matter was retained by the court to guarantee the e;lforcement of covered, the length of coverage and the obligations of manufacturer and owner - be' . 

compliance with the terms of the judgment. Bosed on the order, 3G cases were filed for included. ror warranties to be effective, they must be understood by the consumer. ' I 

arbitration with the AAA in Los Angeles and 40 cases with the San Francisco AAA 3, Business and industry publish literature' outlining the ~COPCI of use and efficiency of 
'office: Approximately $200,000 vias refunded to porticipants based on the arbitration products. This will aid the consumer in moking more llffective purchases, thus, 
proceedings. increasing satisfactory results for all parties involved. , 

Similor success with arbitration proceedings has been achieved in Washington state 4. There be regular distribution of consumer literature cOltnpiled by businesses for 
where :Ipproximately 78 cases Vlere filed under 0 "Dare to be Great" Glenn W. Turner schools. This insures that such information reaches a large !lumber of consumers and 
prO:Tlotion and in the St.1te vs. Norman J. Cohen, et al. (No. 713326 Superior Court, King Q potential consumers. . 
County, VJashington. 1970) cases wherein over 30 arbitriltion heorings were held within a . 5. Industry cooec.r.?t~~i,1;!.lgQVca;,pmeoUOJ,1,IJ"r,b."de.r.eptilJe"",';Id)l9i;;ti$!n9 -P.!1l,c:tiC1es,"_ "~" 
three·day period and the liobilities of the fraudldent rug selle:.~ "~rJl,.~e.~(lJ:..Qli,nP.d., '>'" .'" ~"., ,",.:",," - -:" - '""It' VOlllll'tary h~ndling of consumer complaints by businesses bi3 accelerated. 

The wil,lingness of responsible business6!ninirass(ict~tfbns in California to voluntarily 7. The Department of Consumer Affairs assist and lend fintJncial support to voluntary 
undertake' innovative programs leads us to the belief that vigorous promotion of a ,business arbitration programs. " ........ ___ ._. __ .k ...... _ .... ~-._· ___ "":4_.~T __ ~--..... _M': 

consumer arbitration procedure by the Department of Consumer Affairs Would be 
productive and beneficial for the consumers ofmc'staTh--ancn1'cTpl1if"iii efforts to 
eliminate comumer frilud. 

\ ~ II 
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SMALL CLAIMS COURT 
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• 
.'\.. SMALL CLAIMS COURT 

, , 

, The Small Claims court system In California provides consumers with direct-redress of 
tl'\eir grievances .md Individual complaints . 
. Small Claims cases are often as important to those involved as cases heard in the: 

highest courts. In Small Claims court, claims of up to $500 may be prosecuted informallY 
and without the cost, delay, or procedural complexities involved in normal IitigJtiom 
Consoquently, the Small Claims cO\.lrt shOUld function informnlly and expeditiously. The 

, 'chief characteristics of its proceedings arc that there are no attorneys, no punitive 
damagus awarded, no formnl ple(ldings, no juries; and no formal findings of filct. At the 
hearings, the presentation of evidence may be sharply curtailed ilnd the proceedings arc 
usually completed quickly. Conciliation and compromise ilrc often encouraged to bring 
the pilrties to an aoroement. 

Proscntlv I any claim under $500 falls Within the jurisdiction of a Small Claims court. 
In recent years, these courts have reported a sharp increase in the number of cases being 
heard. Increasingly government agencies and privatI! consumer organiZations are referring 
consumer complaints they receive to Small Claims courts for resolution. I t is important, 
therefore, that the Small Claims court system quickly and fairly dispense justice to thos~ 
who moke lise of it. Small Claims cases are unique in that the judge is 'permitted to make 
informal investigations on his own. 

Several criticisms have beer; made of eXisting Small Claims procedures. First, it is 
claimed that those people making use of the$e courts are often rushed through the court 
in a curt or cursor.y mClnner by court personnel or the judge. There is a perennial conflict 
between the needs of the courts, presslIred by heavy calendars, to hear these cases 
expeditiously and the right of the litigant to have his "day in court" which he may 
erroneously interpret as "all day in court". The problem is' pilrtially caused by the 
layman's inexperience in presenting an (lrgument before a court of la,W. Th~ Small Claims 
court judge, in determining the relevant facts, must be able to assist both p(lrties in 
prosenting their cases. The judge has the responsibility of permitting both parties to air 
their grievances, but at the same time avoiding time·consuming irrelevances, 

Second, Legol Aid and consumer group rllpresentiltives have reported that certain Small 
Claims court judges simply are unaware of recent consumer legi:;lotion. While this 
recurring complaint is difficult to evaluate, it is clear that a need exists for u,,,..to-date 
information on current consumer problems anl recently p(lssed consumer laws. JudGes 
have cxpressed interest in a cornpillltion which could be supplc'mented regularli/. Such an 
undertaking could best be (lccomplished under the joint sponsorship of the Department 
of Consllmer Affairs and the California Conference of Judges. 

, The Small Claims courts have belln criticized for permitting certain businesses, 
government agencias, public utilities. etc., to use the CQurts as a, collection agency. One 
response t~ this complaint has been the suggestion that cert(lin larger businesses not ba 
allowed in Small Claims court, or at best be limited to a certain numbi!r of actions per 
year. However. bairing these" businllss creditors from suing in Sma!1 Claims would 
probably result in forcing such cases to regular Municipal Court proceedinGs 'which arc 
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more onerous to the debtors. There, a formal answer drafted by an attorney is necessory, 
and the 105in3 party may have to pay higher court costs and attorneys feEls • .If no formal 
2:'l!:N(;r is filed in a Municipnl Court proceeding, a default can he nutomatically entered by 
the clerk. 

In contrllst to this is the Small Clnims procedure where the creditor must produce 
busin.-ss reco(ds and prove a prima facie case before h!! can win by default. Here the 
def!ln~ant nc!;'d not hire a lawyer and is liable for only a few dollars in court costs., If he 
Ic:;cs. :he defendant may obtain 'an installrnent judgment or a stay of executibn. It shouid 
be nO~!ld th::lt no a.~igna(] of a cloim assigned for the purpose of collection mny use the 
small clnims courts.1 

In those contr<::>'1ersies involving credit clements we recommend the plnintiff show to 
the court all ~rtinent detJils of the trnnsact.ion including any refinancing charges, Inte 
charges, extcmi'ons and extension charges, adjustments for qnenrned finance charges, etc. 
The plaintiff should b~ responsible for showing to the court that he has met all applicable 
state and led!)ral laws and regulations (Truth·in·lending, Rees·Levering, Unruh, FTC 
regulations,etc.) as the'l .. elate to cach credit transaction. 

The Attorney General's office should ,)repare a regular bulletin or newsletter which 
could keep all Municipal and Justice court iudges 'advised of the latest schemes under 
investigation by law enforcement agencies. Ihc shady or crooked operator who preys on 
the consumer often dO'?s so under the guise of a legitimate businessman, (Ind the 
fraudulent a~pects may not be readily anparent to eiiher the consumer or the judge. 
Information on current schemes may alert the judge to probe when such a case appears in 
court. . . 

Furthermcre, we recommend the use of law students in clinical training programs at 
the various 10C<31 law schools to serve as law clerks to assist the judges in Small Clain'lS 
courts, They could be used, for exnmplC:l, to assist the judges in resenrch, or in keeping 
C'.Jrrent on recent developments in the area of consumer fraud. 

There is a need for greater public awareness of what Small Claims courts can and 
cannot do. A recent Department of Consumer Affairs publication,' "The Consumer and 
the Small Claims Court", should be available to all potential Small Claims court litigants. 
The publication should be pr1nttld in foreign languages, (e.g., Spanish and Chinese) so that 
a !=,~rscin is not deprived of the workings of the court system because of a language 
barrier. Steps should be taken to ass"ure that interpreters are also ·available nt the court 
proceedings. 

We arc aware of at reast one corporate plaintiff which delivers to defendants sued by 
it a copy of the publication, directing attention to the portion or the booklet advising 
how to defend small claims actions. Such efforts by business must be encouraged and 
supported by all court personnel. 

\'/e recommend that a provision similar to Labor Code Section 98,5 be enacted 
permitting introduction in Small Claims Court of fair decisions rendered, and facts found, 
in fair hearing proceodings in lic!'lnse, revocation or suspension hearings conducted by 

1Coltfornl:! Codl: o( Civil Prol.l:dure 5 117(91 
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agencies of the Department of Consumer Mfairs.2 Permitti,ng th!! ccrtificaticrl ( 
decisions from fair hoorings involving consumer boards and ag!:ncics would bIJ us!!fui 
evidence in small claims proccedln~5 to cnforce any restitution the hearing officer fin: 
due the consumer wronged by the licensee. 

The Small Claims COLlrt should be more' <.lccessible to the public. Thes!) cour.s a' 
normaliy open Mondo\, through Fridnv from 9:00 • 5:CO. ~ome persons simply c:.::nn: 
afford to uttand small clilims cases during these hours because of iob and f~mil 

obligations which mu!<e it impossible to t::lke time off. We reconim!!nd Small CIOli~ 
Courts remain open on cert.lin evenings and Saturday mornings to make the syst.:m mOl 
availoble to 011. Already there nrc traffic court~, being held in the eveniQSs and ' 
Saturdays in various counties in California. 

The Task Force recognizes thot personnel and finllncial deficiencies might present 
problem to the immediate enilcting of the night court or SaturdilY policy. In the in:er: 
the Task Force recommonds thot Small Claims clerks' officesJemOlin open until 7:30 
8:00 p.m. one or two nights a week so thnt the mere filing of an action will n~ 
penalize pOlential plaintiff~ by mnking them miss work. 

In order to make Smoll Claims COllrt accessible to more consumers the Task For 
recommends thnt the $500 limit be r .. isc::d to $1000. The preseht $500 amount does 0, 

adequately cover many comumer fraud areos. Mcinw'Jer the consumer with a grievance' 
the range of between $501-$1000 mOlY have difficulty finding an ottorney who will t~l 
his case, or find that a reasonable attorney's fee will reduce a prospective judgment to 
point thot discourages a consumer with a claim of this size' from going to court to se! 
justice. As the Small Claims Court, is becoming ona of the primary forums of redre 
known to and used by the poor and uneaucat?d, the raise in the limit will further OP( 
this channel to them. 

I 
\, I ! 

2Lobor Cpdc Section 98.5 permits the sm~1I Claims court to receive ~s evidence fr,om the ~a~ 
Commissioner II written c/;rtificato thot verIfies the am?unt requ?stcd In a Small ClaIms ease IS II 
IImount (ound due ond povoblo in II prior Lubor Commi$~loncr hOOfing. 
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RECOMMENDATIONS 

SMALL CLAIMS 

The "fask Force recommends that: 

1. The Department of Consumer Affairs or ~ttornev General and California Conference 
of Judges undertake a compil:;tion of up.to·date information on current consumer 
fraud sch/)me~ and recent consumer legislation for distribution to all Small Claims 
judges. 

2. In all controversies involving consumer credit the plaintiff be required to show the 
court all pertinent details of the transaction including any refinancing charges, late " 
charges, extensions and extension charges, adjustments for unearned finance charges, 
etc. The plaintiff should be required (contested or not), to show the court that he has . 

. met all applicable State and Federal credit laws and regulations • 
• 3. Law students be used in clinical training prolJrams of local law schools as low clerks to 

assist tIN judges in Small Claims Courts. 
4. A recent Department oi Consumer Affairs publication, "The Consumer and the Small 

Claims Court", be made available to al/ potential small claims court litiIJants. The 
. publication should be printed in foreign langUages, (e.g., Spanish and Chinesel so that 

a person i3 not deprived of the workings of the court system. 
5. In jurisdictions with large non.English·speaking pOPLIlations steps be taken to asslIre 

that interpreters are available to the court. If possible information desks should be 
staffed by bi·linqual personnel. 

6. A provision similar to Labor Code Section 98.5 be enacted for decisions regarding fair 
hearing procecdings rendered as a result of license revocation or suspension within the 
Department of Consumer Affairs. The certification of decisions from fair hearings 
involving consumer boards and agencies should be permitted as evidence in small 
clJlims proceedings to enforce any restitution the hearing officer finds due the 
consumer wronged by the licensee. 

7. The Small Claims court system be more accessible to the public, by remolning open on 
certain evenings and Saturday mornings to make the system more available to all. 

8. Tho Small Cla;ms clerks' ofiic(ls remain open until.7:30 or 8:00 p.m. one or two nights 
a I ..... aek to increase accessibility to working consumers. ' 

9. Stnall Claims juri~diction be raised to $1,000. 

" 
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SPECIAL PROBl EMS OF THE POOR, THE AGED ,( .' 

AND THE NON·ENGLlSH·SPEAI(INGCONSUMER . ( .~': .. 
h ' " I 

" 
. Whiro fr;tudulent nnd deccptivr practices ClIt through the entira C9mmuniw. fe~;i:-elI] 

of the Income, level,' aOl' (II (lclll(~,tioll (If tho consulTl!:r. tho impnct of fraud is porticu!:J 
severe upon those of Idltl income, tho aged ond the non·English·1j:!!i<ing. 

Spt:cial pi ohlolns ~I!l il~~(J(:iilWI wi II! lhl'~tl groups of COnsUIIlOIS.· For c~al1lJ.lle. '" 
iniluiliw to ptlY for lef.Jdl SCI vices; igllor(lIlCI! of laws and rc:)ulations govern' 
tl'ansoctlons; n Ilrngllilgo b(1rricr; heslt!lIlcy'to seck redl tlSS ogninst frlludlilent and deccpt 
prilr~ticcs; pl'ido; disnLJility; and limited tlallsporl,Hion, vihich prevents comparat 
shopping for lower prices outside tho home neighborhood. . 

Tho poor nncl uged ore often ChMocd more, they also suffer penalties for non-poym 
which may be caLI sed by illness or the loss of a job. 

SUIlIor citizens account for 20% of the nations' poor.1 Their possible filfirrniN a 
ignorallce of the luw, combillud with locl< of mobility makes them vulnerable to decept 
practices. Approximatuly thruc,fourths of all fr a\lds raported in one study in'/ol~ 
consumers over 65 yeurs of nue. It is also notablc that most ;nstilnces of frouc! W~re . 
reported ot all to authorities bociluse of a belief that redress was not available.2 

Hllre is a typicul problem of low·income consumers frequently cited by leaar 
advocates: a dishonest used car salesman gives his "pitch" to a cpnsumer. dect?pti'l 
reprosellting the c.1r to be of good qUCllitY. He convinces the buyer he can "afford" t 
car bllcause of "easy cr~dit". After a short time, the car malfunctions and the cO'l~U . 
tofuSGS to pay. andlor he has fallen,behind in his pllymt:!nts bilcouse, in fact, he could n 
afford the car (or has been confrontt:u with a large "billioon" pa,{ml!nt). At this point t 
cpr dealer (or finllnce compnny if the contract hilS bean assignad), 5el!ks redrass against t 
defaulting consumer either by repossessing the car. or employfhg a collection agoncy 
collect the balance due on the contract. . 

If repossessiOl1 occurs, the car is auctioned and the amount from the sale i~ credit 
agoimt tho contract bolam:u. If, however. there is still an omount dv.e on the cOl1tract 
deficiency judgmoflt is Often sought. Attllchment of wages to satisfy tha resulting judgcmc 
may result In the consumer losing his job. If collection efforu ar~ mllQe. the consfl 
andlor his employer may be subjected to repeated hllrilssment, as well as unlaw: 
practices bordering on extortion. D(!spite stlltutory prohibitions, these practices still c'(i 
Few people realize thot if they "orc htlrassod repllotcdly, the telephone compal"Yc 
remove the phone of thosc" doing the harassing, or thot criminal prosecution is possi~le. 

The aged COnSllmer is ofton confronted with deceptive and fraudulent schum 
involving the sale of he!Jring aids, retirement plans, supplemtlntal medical insuran 
funeral plnns and cemetery plots. to mention a few. These'schemesoppear most often 
door·to·door and direct mail tranSilctions. , 

1Cfcllring House Review, Notional Clearinghouse fOf Legal Services, Vol. VI, ·Numoers 4 III 
. August·Sr.ptcmbcr, H)72, p. HJ9. 

2Whitc Housll Conference on Aging, 1971. 
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Steps must be taken to alleviate tha special problems facing the low·lncome, 

non-English·speakin:;! and aged consumer, Advocacy on behalf of these tt:Qnsumers can 
prcvidc remedies as well as educate them to avoid future problems. 

The Sacrilmcnto Consilio. for example, offers on odvocacy·type program aimed- at 
hel~ir.g resolve problems of low·income consumers, especially those wh,a do not speak 
English. Uroder this program, the con~umer file~ his complaint :lnd the Cons/liD I through 
one of its agents, "stands in the shoes" of the consumer to attempt to obtain redress. 

In addition, the Cons/lio distributes informational pamphlets in Spanish to 
Spanish'speaking consumers, informing thpm of new cOl1sumer laws and protective 
services available. 

The legal oi:] organizations, although avoilnblc to the poor, have a very heavy 
Vloridoad,3 Staff is often insufficient Imd facilities iOildequate. These factors hinder 
efforts to be effective in low·income communities, so the para·legalndvocacy efforts of a 
proo;ram such os the Consilio becomes all the more important. 

Just the ~me, California Rural Leg\ll Assistance, Neighborhood Legal Services and the 
LegOlI Aid Society, as well :~s various programs rUI1 by bar associations, nrc still key fnctors 
in protecting the poor and agad from consumer froud. The legal services group\I, however, 
surfer from tho same conflict of priorities, lock of manpower, lack of commLlnic\ltion and 
coordination DS do \:,,;wNnment agencies. Within a IlJrge legDI services group, it is possible 
that the same fraudulent operaWr may be the subject of cases hnndled by two or three 
attorneys, euch in ignorance of the othel"s suit. In many of the largtlr legal services 
grqlJps, specific consumer protection programs are being develoPed. An index of 
dc1cndants should be maintained so that if a pnttern of abuse 01' deception occurs, It 
could be spotted within the legal services agency. We hnve elsewhere discu~sed the need 
for the Stat\) a\:~ncies to tllke the ioitiative in cool'dil1nting with locnl :lgcH1des. We urge 
that the'le'gal services groups actively seek liaison with appropriate licensing or regulatory 
a;jencies when nn abuse comes to their nttention. In addition, there should be active 
liaison with local police departm,)nts and prosecutors. The Ingal services groups can help 
their clientele by action on the individual case and clas~ nctions (where af)propriate) 
against fraudulent operators, and by insi~titi9 that government agencies empowered to act _ 
do act. 

LC:Q'll scrvict!s offices report that onlv G% of their clients are elderly. In rcspl)Ose,to the 
problems of low· income senior citizens in California and elsewhere, a major IOlgal services. 
prosrnm has been developed. The ~"tional Senior Citizens Law Center, funded by the 
CW~ of EC':)r)omic Opportunity, has been created to insure tho availabili:ty of iegal 
services to the elderly poor "through Icgisilltive and administrative advocacy, Ilaw reform 
!h;:;:.tion, training, and provision to the extent possible of back·up servico.s' to Legal 
Services a ttarneys,',4 

3TI\~ Ta~\( Force ;:cknowlcdgcs the fact thot 0 grOllt number 01 citl~ens do not effectivol'!' hllvl! 8C-::CSS 

to Ie-;;,I coun!cl. The well·to-do c::m afford attorMVS, the poor ore eligible for legal Did 3ssistonco 
h'.:l~l~ :lV)'!"!,)!oll. However. the person with tho mOc!llst income Is ClIught in tho middle • 

.!C!.·:.!fIflil HCJSC Re'licw, !'!:ltionol Clearinghouse for Legal Servicc~, Vol. VI, Numbers 4 & 5, 
AuS ... ~! S~p:cmb~r. 1072. p. 1S'O. 
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"The National Senior Citizens Law Center is funded through the We~tern Center on 

Law and Povorty. Tho main office will be located in Los Ange!es, and branch officos will 
be established in Washington, D.C. and Sacramento. In addition. there will be }i.!liIiated 
programs in Sao Francisco (CRLA), Boston (Cbuncil of Elders) and Ne'..., ( ~ CitY 
(Legal Sorvices for the Elderly Poor) • , .".5 '.,,' 

Along with legal service programs, senior citizens have two growing; national 
organizations working on thr.ir behalf: the Notionnl Council of Senior Citizens, with more I 
than three million members, and the American Association of Retired Parsol's, with more 
than two million members.6 

Consideration should be given to forming an office within the Department of 
Consumer Affairs which would serve as an advocate for the aged and the poor, so that 
problems peculiar to these consumers could be more effectively resolved and the impact 
of fraud sharply reduced. As in the Consilio program, "advocate" does not neccs~3r~~~ 
mean legal representation. but rather the use of the Ombudsman concept where a ranGe 
of means may be omployed to sock the best remedy. For example, negot.a.tions with a 
merchant mQ¥ prove more effective in obtnining restitution for a consurt,:,'lr than only 
filing a complaint with the district attorney or a State board or -bure~u within the 
Department of Consumer Affairs. 

The frustrations that face nnyone making a consumer fraud complaint are increased 
wh~n. thn complninant docs not speak English, lacks a telephone or lacks experience in 
dealing with business and with government agencies. Too often, complaints are not m~de 
at, all because of the consumer's lock of trust or' because of previous frustrating 
experiences. " 

For the poor, aged and non·English·speaking it is especially important thnt a cor;nplain 
be serviced promptly the first time. Governm!)nt agencies should provide for takin 
complnints from these consumers by telephone. Requiring a written complaint from. the , 
may discournge them from i:omplaining formally at· all. Thn agency receiving th 
complaint should itself refer It to another agency, Where that is appropriate. rather tha 
ask the consumer to do so, Un.l.css .~pM~!-. .a$$istanne is provided to these consumer$ 
con5um~r protection will contInue t", benefit primarily middle·class consumers. I 
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RECOMME:NDATIONS 

SPECIAL PROBLEMS OF THE POOR. 

'HE AGED AND THE NON·ENGLlSH·SPEAKING CONSUMER 

The Tn~k Force recommends that: 

1. Legal aid offices maintain an index of defendants to detect patterns of abuse or 
deception. 

2. Leg'li aid offices actively seek t? build IilAison with local polic7 departments, 
prosecutors and protection ag(!ncies. 

3. Emph()sis be placed on securing restitution for all victims of consumer fraud wherever 
pos5ible. 

4. The Department of Consumer Affairs create an office to serve as advocate for 
low·incomeancJ aged consumers. 

5. Attempts at special assistance to the poor and ~!Jed by the Department of Constlmer 
Affairs be initiated under the pr'oposeti rogionalization plan noW being considered by 
the Department. . 

'6. Government and' private agencies receiving complaints provide for recording all 
pertinent facts by phone or on a form when the complainant registers the complaint 
personally. Sending out written forms to callers should be the exception -,not the rule. 

7. The Department of Consumer Affairs actively solicit cooperation from those offices 
dealing with the p'oor and the aged. . 

... 
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SU~J1I\~ARY OF 

CALIFORN~A CODES 

USEFUL IN 

CONS·UMER PROTECTION 

• 

. ' 

CALIFORNIA CODe SUMMARY • 
The fotlowin'o is II listing of statutes which relate to prote~tion of con5~lmers and 
enforcement against consumer fraud. Under the title of the specific code book arc listed 
subject areas, with specific section numbers given. This summary is to be used as' a 
starting point by those in law enforcement positions. It will have to be updated annually. I 

AGRICULTURE CODE 

ENFORCEMENT AND PROSECUTION 
7·8 Jurisdiction to arrest, serve process and prosecute. 
PEST CONTROL BUSINESS 
11401·11931 General Regulation 

Violations·Misdemeanor: 

ANIMALS· EGGS 
27501·28141 

11791 ff. AG Pe$t Control Business 

General Regul<ltion 
Misdemeanor: 27911,28141 
Criminal Penalties: 27771 
Public nuisance: 27801 

MILK & MILK PRODUCTS 
... 32501·39521 General Regulation 

CANNED GOODS 
40501·41581 

Misdemeanor: 33321,33551,34651,38001 
General violations: 35281·35282 
Violations for misrepresentation: 

Pasteurized milk 34091 
Milk and Cream 36031 
Oleo & Imitation chee~ 39431 

General Regulation 
Misdemeanor: 40961,41551 

FRUITS, NUTS, AND VEGETABLES 
42501·43333 General Regulation 

Misdemeanor: 42941 
Penalties: 42971 
Remedies: 43001,43331 

CROPS, SEEDS, AND NURSERY STOCK 
52001·53561 General Regulation 

Misdemeanor: 52481,52141,52941,53511 
Penalties: 52961,53541 

~ 

PROCESS9RS, STORERS, DISTRIBUTORS 
55401·57221 General Regulation 

Misdemeanor: 55872, 56602,57221 
Penalties: 5550.1, J~6631, 56981 
Remedies: 55921, 56651 



I 
I 

! 
! 

! : 
I. [. 
i 
I 
! 

. ~. ~~.~ .. ~>H'''-:-. ",. ... ~ .. ~, ~"--':-"""""':::;"'.,"'7,,~,"1'::"!1""\\ "-;:',I,:c::',,,,,,,,,,jj,.,. .•• ~ .. ="~-::I:',O:~" ~",-."""'~"'!! .. "" •.. il!l',¥!i!'I¥:"':'.!!!!'_. """"""'!!, ..... ""L ·-----""'!""-""""",III!! .. III!! .••. ""', ..• !!l!I£.:III!!, .. !II!L , ........ , II!I.!I!I .. ,!III! .!!!!--~ .. ti! .. " .... ~ ... ~,. _""~"'" ""'" .. " ... ".,.,'.J"w~ ... , .. '"" .. ,"'_'" ............ , .'~ ., .... ~,..:., •• \', ~,1< .. ;.4J .• ~,;:.It."-" ".,~Jo" .......... ,_", -,. ; 

• 
.. MARJ<ETING 

Misdemeanor: 62641 
Penalties: 60011,61571 

BUSINESS AND PROFESSIONS CODE 

CONSUMER ·AFFAI RS ACT 
300·335 

I:IEALING ARTS 
Eyeglasses 525·527 

.. ' 

Discipline 527 

ILLEGAL ADVERTISING 
Prohibited acts: 600·601 

UNEARNED REBATES, REFUNDS, AND DISCOUNTS 
600-656 General Violations 

Misdemeanor: 652, 652.5 " 
Prohibited arrangements between opticians and pharmacists: 654 

• 

• ! 

SELECTION OF PRACTIONER . _ .' . ' 
R~straining order fro~ district <lttorney for pending violation! 690 

MALPRACTICE ACTIONS' . 

CHIRO?RACTORS 
1000·1058 

CLINICAL LABS. 
1207·1294 

DENTISTRY 
1621·1800 

MEDICINE 
2123-2510 

General Regulation: 800·803 

t 

General Regulation 
Misdemeanor: 1000·17 

General Regulation 
Misdemeanor: 1287, 1289,1290 [unprofessional conduct] 

General Regulation 
Offenses: 1700 ff 
'Injunction: 1705 ' . 
District Attorney jurisdiction: 1703 

General Regulation 
i} 

Crimes & Penalties: 2425·2436 
Misdemeanor: 2426 
Injunction: 2436 .-

. 2 

" i· 

. 
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PHYSICIANS ASSISTANTS 
25;0·2522 . , Regullltions 

PRESCRIPTION LENSES 
2550,2559 Regulations 

Injunction: 2559 

PHYSICAL THERAPIST 
2600·2654 Regu:a tion 

Physical therapists assistants: regulation of 
unauthorized services 2(355·2655.12 

Penalties: 2660·2C69 
Violations: 2670·2672 

NURSING EDUCATION 
2701·2822 RQgulation 

Misdemeanor: 2700 
Penalties: 2795, 279~) 

VOCATIONAL NURSING 
2700·2822 Regulations 

PSYCHOLOGISTS 
2900·2995 

OPTOMETRY 
3pOO·:$'167 

HEARING AIDS 
.3300·3456 

OSTEOPATHY 
3600·3600.3 

NURSING HOMES 
390.1·3950 

Misdemeanor: 2885 

Regulations 
Misdemeanor: 2970,2971,2960.2965 

Regulations • 
Misdemeanor: 3120 
Injunction: 3131 

Regulations 
Misdemeanor: 3420 
InjLlnctlon: 3430 

Regulations 

Regulations 

3 -



• 
PHARMACY 
4a004416 

Misdemeanor: 4382. 4389 
False advertising: 4391 

PSYCHIATRIC TECHNICIANS 
4500·4548 Regul:ltio(\S 

Misdemeanor: 4543 

VETERINERY MEDICINE 
~ 4800·4905 Regulations 

. PROFESSION & VOCATIONS 

ACCOUNTANTS 
5000·5135 

ADVERTISERS 
5200·5486 

ARCHITECTURE 
5500·5600 

Regulations 
Misdemeanor: 5120 
Injunction: 5122 

Regulations 
Nuisanca: 5461 

Regulations ' 

LANDSCAPE ARCHITECTU R E 
1

0
"" ',t 

5615·5685 

ATTORNEY 
6COO,6150 

BARBERS 
6500·6625 

Regulations 
Misdemeanor: 5640 

Rcgulations 
Unlaw~ul Practice: 6131 
Unlawful Solicitation: 61!52 

Regulations 
Offenses: 6600·S607 
MisdemeanQr: 6600 . 

COLLECTION AGENCIES 
61350·6955 Regulations 

Conservator: 6904·6904.3 
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CONTRACTORS 
7000·7150 Regulations 

Misdemeanor: 7110.7156.7159 (Home improvement) 

COSMETOLOGY 
7300·7450 Regulations 

Misdemeanor: 7416 

PRIVATE DETECTIVES 
7500·7580 Regulations 

MORTICIANS 
7600·7735 

Misdemeanor: 7560 

Regulations 
New Regulations: 7685,7685.1. 7685.2,773542 
Misdemeanor: 7715 SEI1268 

STRUCTURAL PEST CONTROL 
8500·8697 Regulations 

Misdemeanor: 8646,8647,8636 
Fraud: 8642 
False Advertising: 8646 

CLEANING, DYING & PRESSING 
9500·9590 Regulations 

D.A. Jurisdiction: 9590 
I Folse Advertising: 9598.5 

ELECTRONIC REPAIR· 
9800·9880 Regulations 

Penalty: 9850 

AUTO REPAIR 
9880·9889.21 Regulations· 

Misd~meanor: 9889.20 
Penalty: 9889.21 . 

" NURSES REGISTRY 
9890·9890.120 Regulations 

Offenses.9890.114 

EMPLOYMENT AGENCIES 
9900·9995 Regulations 

Violation: 9994 

5 
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REA~L ESTATE 
100bo.117DO Regulations 

"Real Estata Syndicate Act" 
Violation: 10185, '10320 . 
Civil Liability: 10330·1033~ 

Land Projects: subdivic!ed lands·l1029.11029.1 
Rccission: 11028 

BUSiNESS RIGHTS 
1<".oO,b·14740 Regulations 

Damages: 14300 
Civil Action! 14320 
Injunction: 14330,14340 

Confusing similar t~<Jdemarks: 1,4342 
Laundry supply trademarks: 14491 (Misdemeanor)' 

BUSINESS REGULAT10NS 
'66001·17'101 

REGULATION OF COMPETITION: , 
16600, 16700, 1675~16758, 16800, 16804 

, PC:'1altie.s: 17000·17101 '. 

REPRIESENTATIONS TO THE PUBLIC: 
17500.17900,17500, 17566,17567,17568 
17701.17702.17759,17766.17778 

. Offenses: 17538.7 

Mar1fiage; Family counsellors 
Piln~hio:s: 17830.17831, 17868.1. 17869 

SPECIAIL BUSINESS REGULATIONS 
AUTOS: 18403·i8413 
FURNITURE & BEDDING: 19000.19220 
PET(~OLEUM PRODUCTS: 20700.20985 

P!l1nalt ies: 20980 
i'RADING STAMPS: 20880.5 ff 
T.V.:BI RADIO REPAIR: 22250.22254 

MI:sdcmeanor: 22254 
ALC~)HOL: Prohibited Acts. 23066 

CIVIL C(~DE 

UNRUH:ACT 
1801.181\2.10 . Installment sales 

Penalties: 1812,8 

6 

• ~ f1' 

.' 

• 

" 

Q :. 

. >. 

UNRUH ACT (coned) 

REES·LEVERING 
2891 ff. 

Actions: 1812.10 

Auto installment sales 
Violations: 2983.6 
Prohibition~: 2983.7 
Venue: 2984.4 , 

REAL PROPERTY SALES CONTRACTS 
2S85·2985,6 

AUTO LEASING ACT 
2985.7·2985.93 

SWIMMING POOL CONTRACTS 
1725·173S 

FINE PRINTS 
1740·1746 

CREDIT CARDS 
1747·1749 

Civil penalty: 1745 

CREDIT REPORTING 
1750·1755 

" 

Ciiminal prosecution: 1756 

CONSUMER LEGAL REMEDIES ACT' 
1750·1784 

WARRANTIES 
1790·1800 

, . 

Mobilehome trable damages: 1794 

DANCE STUDIOS 
1812.50·1812.79 

. Violations: 1812.63 

7 
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• 
HEALTH STUDIOS 
1812.80 ff 

WORKSOFIMPROVEMENT 
3,082·3268 

;. ., 

Deficiencv JMT, etc. 3109·3155 
Bonding: 3225, ff. 

3343 
Judiciary damages: Contract price minus fair market value plus more 

within discretion of court 

MORTGAGES & LATE PAYMENT CHARGES 
2954 & 2954.4 

PENALTY. FORFEITURE, UNFAIR COMPETITION, INJUNCTION 
3369 . 

USE OF ANOTHER'S NAME OR LIKENESS 
3344 

UNSOLICITED GOODS: UNCONDITIONAL GIFT 
1584.5, 1584.6 

CORPORATIONS CODE 

UNAUTHORlZED FOREIGN CORPORAT.IONS 
6~03 (P~nnlty) 

DOI~G SOSINESS IN STATE; 
FOREIGN LENDING INSTITUTIONS 
6450 

FOREIGN CORPORATIONS; INABILITY TO MAINTAIN ACTION 
Penalty: 6801 

FOREIGN CORPS NOT QUALIFIED 
Criminal penalty: 6800 

FRAUD IN SALE OF SECURITIES 
25400 

8 
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CIVIL PENALTIES & CRIMES 
25500 

RETIREMENT SYSTEMS DISCLOSURE . 
28000·28500 

FINANCE CODE 

ENFORCEMENT: 28300 
PI::NAL i't: 28301 
FALSE REPORTS PENALTY: 28302 
CEASE & DESIST: 28304 

CHECK SELLERS & CASHIERS 
12000·12400 

CR ED'IT UNION LAW 
14000·16000 

Mi$demeanor: 12102 
Embezzlement: 12102.1 
Desist order: 12103 
Comingling trust funds: 12300.3 
Trusts; lise, separation: 12300.4 
Maximum charges: 12308 
False advertising: 12311 
Advertising; prorater: 12330 

Hearings: 140015 
Unauthorized use of name: 14003 

• 

Falso rUI!'0rs affecting credit union: 14005 

ESCROW AGENTS 
17000·17621 

Misdemeanor: 17011,17214 
Felony: 17414 
Order to quit business: 17415 
Order to cease un,licensed business: 17416 
Unlawful commissions: 17420 
Injunction; enforcement of civil penalties: 17607 

INDUSTRIAL LOAN LAW 
18000·18900 

Prohibited practices: 1885p·18858 

PAWN BROKERS LAW 
21000 ff. 

Mis¢ameanor: 21209 
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PERSONAL PROPERTY BROKERS 
22000 ft. 

Recis~ion: 22613 
Injunction: 22G14 
Penalty: 22650. 22651 
Misdemeanor: 22653 

PREMIUM FINANCING 
29000:29003 No Penalty 

GOVERNMENT CODe 

KNOX·MllLS HEALTH PLAN ACT 
AG. Jurisdiction: 12530 ff. 
D.A. via AG: 15006 
D.A. as public prosecutor: 26500 

ADMINISTRATI\,'l~ 'ROCEDURE ACT 
11'370 ff. 

, , 

{Scw also Penal Code Sections 930, 853.6 ff.] , 

INVESTIGATION OF CORPORATIONS AT GOVERNOR'S DIRECTION 
' , , 12014 

HEALTH AND SAFETY CODe 

CANCER 
1700·1721 

Unlawful sale of drugs: 1707.1 
Misd13melll1or: 1709,1714 " 
Ceos!! & desist: 1711,1711.1 
Injunction: 1712 
Felony: 17'15 

SHERMAN FOOD. DRUG & COS~·!·ETIC LAW 
Labelling: 2(\002. 26404 
Substllntive cvidt!nce: 26030 
Immunity from prosecution: 26300 
FaIst! advertising: 26400 
Forg'cry, f1llsily; 26402 
Consumer dc(:cption: 26433 
Fair packagin(J: 26438. 2643~ . 
False advertising: 26460, 26550,26553. 26630,26730 . 
Misbr:mded products: 26461.5 ' 
Misdemeanor: 26801 
Burden of prlJof: 26813 

10 
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PURE PET FOOD ACT 

Prohibittld acts: 27020 
Viol~tion~: 27021, 27033 
Injunction: 27022 
Labelling: 2703,1 

FOOD SANITATION 

~eport violation to D.A.:' 28297 
Nuisnnce: 28298 

HAZARDO~JS SUBSTANCES ACT 

Misbranded,package: 28755,28760 
Penalty: 28770 

Seizure. Cluurantine: 28783 
Forfeiture: 28785 
Iniunetion: 28791 
Punishment: 288G2 

R1:TAIL FOOD PRODUCTION 8( MARkETING LAW 
Violation: 28862 

M(jBi:"~HOMES 

Departmental duty: 18400 
Nuisance: 18402, 18403 
Violation,! 18504,18700 

Mobilehome accommodatipn structures 

INSURANCE CODe· 
I 

PENALTIES 

, I 

Violntion: 18851 

Negotiations: 330,334,338,358,360 
Warranties: 447 
Cancclfution: GG9 
Unfair practices: 790.790.10 
IssiJe of securities: 829.833 
Insolvency: 984'937 

Holding company regulations: 1215.3, 1215.S. 1215.~, 1215.10. 121 
Penultics: 1510 
Life inSlIftiFiCe annlysts: 1845 
Rates: 1850, 1859.1 
BudaI contracts: No Penalty 
DisClbility Policies: 10400,10401 
State'compensation Insurance fund: 11880 
Motor clubs: 12311 

1'1 11 
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PENALTIES (cont'd) 

Mortgage inslJranClJ: 12G30. 12631 
Mortgage guaranty insurance: 12040.12, 12640.14, 12640.145 

Adl/crtising: 12640. 1 ~t 
Land value ir'lsurance: 121i360 
D.A. Jurisdiction: '12928,12928.6 

PUBLIC UTILITIES CODE 

2101 

HEALTH & SAFETY MISC~ 
D A. MUST PROSECUTE: 

Clenning & dying: 13726·13729 
Clothing cleaning: 1237,13451,13454 
Food Processors: 28297,20587,26811,26850 

~.. \ . 
PENAl CODe 

FALSE/FORGED INSTRUMENTS 

'15, Offcring false or forged instruments to be filed of record. 
146a.M6d Use of term "Peace Offic\1r" in name of nongovernmental 

1 organization. 
154 155 . • I Defendant or Debtor fraudulently concealing his prope~ty. 

CRIMliNAL CONSPIRACY '. ' 

" 
" ' 

1$.1: (' • See especinlly 134(4): conspiracy to cheat and defraud any person 
, of any property by any means which are in themselves criminal, or 

I to obtain money or property by false pretenses or by false promises 
! with fraudulent intent not to perform such promises. 

LO'TTERIt:S 

31SJ·326 
327 
351a 

332 
383,383b 
402a • 

FORGERY 

470 

Lottery defined and punished. 
Endless chain sCheme. . 
Fal:;ely representing goods as those of other than the true dealer. 
manufacturer or producer. 
Adulteration of foods, drugs, liquors, etc. 
S:Jle of adulterated foods. 
Sale of adulterated candies. 

Gener.,1 Section. , 
(It should be noted that the obtaining of a genuine signa~ure to a 
document by fal~e cor,!. froudulent representations make su~h 
signature so obtoined a forgery.) See Buck v. Super/or Court, 42 Cal. 
Rptr.527 i2 

•• 

• 
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FORGERY (cont'd) 

~71 

·,~13 

Making false entries in reeords or returns. 
Punishment· forgery. '. 

THEFT STATUTE, 

484 

484b 

484c 

484d·484i 
487 

488 

'489 
490 

492 

EMBEZZLEMENT 

503 
504a 

504b 

506b 

EXTORTION 

518 
519 

CI 

(The most widely used statute for fraud prosecution, especially 
theft by false pretenses, and theft by trIck and device.) 
Failure to apply and diversion of moneys received for improvement 
const.ruttion. 

. Obtal"ing by false voucher and' failing to use construction loan 
funds for claim purposes. 
Credit cord crimes. 
Gr(lnd Thelt 

Provides that the toking of any money, property, or labor of a 
value in excess of $200 becomes grarld theft and a felony. 

Petty Theft . I 
Items stolnn of lesser value come under Section 488, Petty Theft, 
a misdemeonor. 

, Punishment for Grand Theft. 
Punishment for Petty Theft. 

Larceny of a written instrument. 
(This section is generally used in any pros~cution for grand theft 
by false pretenses to show the face value of the document 
obtained by false pretenses is the volue for purposes of bringing it 
over the $200 limit.) 

Defined. 
Frlludulent removal, concealment or disposition of personalty held 
ijficlGif a,·tu!!~fi?gf iIfiTu1flHerl· -~fjfttf~~~ .Qf-·~a_h:~ __ · - - ' ____ "~=~J 
Debtor's fraudulent appropriation of proceeds from sale of property; 
convered by security agre,ement.' 
Accepting money under real estate' sales contracts and failing to pay 
the holder of the underlying mortgage.· I 

(This is a punishment section for violation of Civil Code I 
Sections 2985':3 and 2985.4). .71 

':"-:';,::.!".:;L.:=.C:C;::=;, 

Defined. 
Threat!;whlch miiy::s:onstituta extortion. 

0" 
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• EXTORTION (cont'd) 

520 
522 
523 
524 
526 
527 
532 

532a 
, 532b 

532d 

533 
639,639a. 

653f 

653m 

.' 

Punishment for extortion. 
Obtaining signature by means of threat. 
S!!nding threatening letters with intent to extort money, etc. 
Attempts to extort money or property. 
Usc of documents resembling process of Court for extortion. 
Publishing or selling of documents resembling p,rocess of Court. 
Obtaining money. propertY or labor by false pretenses. 

(This section is generally used as a definition section for cr'imes 
punishable under Sections 484, 487 • Grund Theft). 

Making or benefiting by false financial stlltemerlts. 
·False representation as veteran or ex-serviceman. 
Fraudulent solicitation for charitable, religious, eleemosynary 
purposes. 
Selling la'1d twice. 

Bribing officer or employer of financial institution for procuring 
loan or extension of credit. , 

Sending letters threatening to expose another, threatening to acc,'.lse 
him of a crime or expose or publish any of his failing,s or infirmiti,t!s. 
Solicitation to the commission of certain crimes •. 

(This section is sometimes used for the pros~cution of gran(f 
theft by false. pretenses and forgery). 

Making of annoying or threatening telephone calls. 

" 
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APPENDIX D 

• IJ0ttors From Cooperating Aeenc:i.cs 
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OFFJUE OF TIm ArI'OHN'GY GENElIAI. 

llh\parfl11cui ur JJufi'ltrl\ 
3!lOO \VII-SHine: O\..Yo. 

L.OS AI~C;I".t.G, cI\l.Ir'OI1NII\ !l0010 

(213) G2.0·317!3 

January 14, 1977 

DopnrLmcmt: of Consumer Affairs 
Division of COllSllll1er.Sorvices 
Cooperat:i.ve ConsumGr Protection Pl:ogram 
1021. 0 Stroot 
SacrnmElllto, California 95814 

Attention: J'lIllG M. Lomax, Program Nanage17 

Dear 1'18. Lomax: 

The I\ttorney GC?l1enll' s Off:ice :Ls inte7Cesl:ocl :i.n 
a coopen1Live computer program that \\':i.ll avoid cJl.1pl:Lcn·· 
Lions Rnd \\'i11 enable the varying agencies in the SLate 
of Cnl.:i.f:cn:ni.a to mOl:e efficiontJ.y protect: Lho public ill 
consumor matters. We are most willing to coor~rate in 
the dcvQ]opmollt and implementation of: a comput~r program 
and to sharc! one experience in. this fiGld so as to maxi-

. mizCl the b,anaf:i.ts and minimize Lhe? costs. 

llTE: j \\1 

cc: Chflrl(~s Bn1:Tett 

VOl:y truly yours, 

RVELl.E J. YOUNGER 
Attorney General 

By q:.t.~.--
HERS CliEL T. EI.KINS 

General 
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. JaIHlal"Y 12, 1977 

J lin!'! 1-\ 0 l.onwx 
Division of Consumer Services 
1020 t~ Street 
Sacramento, CA 95814 

Denr Hs. LomiJx: 

I nm sending the' information you requested for thc! budg(:':.t(l 

As President of tho California Consumer Affairs Association, 
I represent 22 local governmental consumer offices who will 
be providing input for this program. 

Since vic ,are all local government..,l .CJgencies \';'0 nll have tight(~r 
thi.lt tight budgets, so this program vJi 11 enable us to get most of out' 
statistics on complaint trends ,on computer. 

As those of LIS in the consumer 
call ell' crirne is on the upriseo 
of a celltro1 i;wcl bank \-Jhere we 
of minutes. 

protection field know white
He rca 1 i ze the i mpor tance 

can get information in a matter 

This informal:io!1 \,-li 11 help us it! preparing for prosecution 
of a case.,' He also will b'c able to find out if anyone else 
in California is preparing pro~;ccLJtion so that another 
county or ci ty mayb(~ in to a caseD At present some cases 
have beon ready to be filed or have been filed only to find 
out some v/he re e 1 sc. in the s ta te a .i udgemen t: hac; b(~C'.n won 
and the company is left withollt funds so that the case can't 
bcfilec1 0 

The use of t.he computer wi 11 also he1p in findin9 mVnc!rs/muIHlf:J<H'S 
of businesses and the type of problems others are hi:1vin'9 with 
the company" 

One of ll\(;.\ biGQQst advantages \-/e. sec \vith O.C.,J~P., Gl-~nt 13 
thDt ~fler ItS inceplion it will cut our .record koeplng tIme 
dm'm ~llO\"il\g us to put 11I01'e time into othar arcus of COl1sumer 
protection that: need our attentiono 

Tlwnk you for asking for our ~ssociation help in sl;tting up 
the programo 

Sincerely, ~ 
. /'." 1 

'-7,(J/ , I /' "'7)1...:<·l~LC 
\ (.-f.:-I.{,c. 

I~<lt:ld('! l·lnbi ct C()f1SlIIIlCr Affuln; Analyst: 
r ro!d den t ~ Ca 1 if 0 rn i a Cons Ulnet" 1\ f f;;ti rs I\S50C i t.i ti Oil 

~~/I: q 1 

~j 



( 

JUice of District Attornoy (;onlra 
Cc)sta 
CC)Uflly 

Williilln 1\. 0' M,IIIllY 
District I\lt()/lIl1Y 
M icllo1nl J. Phil 1011 
Chiol A~~i$t.lJlt' pecial OpcrtltiOJll; Divj!;ic)Il 

:1/01 San Pnblo I\vr~rll)c, SlJito ~~()() '1i'<tbIO, Ci,lifoll1ia !),HlOG 
. "~ 33· lOGO Ext. 3511 ' 

. H.MI'~nick 
·,-.hto1nt Olstrict Attorney 

'. 

• 

, Ms. June LOlM1X 
Prog:r[lll1 Hanagc,r 
Departl1lent of Consumer Affa.irs 
Divis ion of Consumer S m:vices 
1021 1'0" Strc~('t 
Sacramento, Cnlifornin 95814 

JanU{lty 17 I. 19'77 

Re: Cooperative COllsume.r Protection Program 

Dear 101s. L01l1[IX: 

In l:esponse to your requcst of Jam18J:Y 10 I 1977, the follmvinr; 
lettnr preB(!l1tH tlw position of the Cal:Lfornia Distl"i.ct Attorneys 
AssociAtion and the various indj~idual district attornoys' offj.ces 
throughout the State of CaliforJ.lia in the. above program. 

For sG,vc-nll yc:anl, the Californin District Attorneys Association 
has been S tudy:i.ng,' tbe f easibili 1:y of an aUComa ted i nforma tion sy s tern I 

the PUl:'Pose of Il7hich '('lould he to aecul11ula 1:0. ancl procnss inforlTlCltion 
on consuUle.r complnints submitted to vcld.ol,lS intc~rcn ted ntatc agencies. 
tJ.'hc invitation f170m the California Department of Consumer Affairs to. 
part.ieipnte in the Coopel:ativc Consumer Protection P'l~o[!,J=am J~epre::lCnl:.s· 
the first opportunjty we have haJ to actually participate in the 
imp10TIlentnt:i.on of su.ch an information system. 

The Dist:ric:t l\ttorneys AssoeiCltiol1 is verY'much intcn:st:ec1 in 
t.he present proj eet: heing unc1e.rtaken by YOlO: agcHWY Hnd \ole. nrc prepar.ed 
to COOpCTu1:e Hich you in csttiblislling a pj.J.qt prop:'cll1l and hopt~rtllly 
illlplcIllcmtlng a pcr111tl11Clit r::ys tem . 

3 



N~;. June Lomllx 
PlIe,C Two 
January 17, 1977 

At th(:~ p'res en l: time, of the 59 counties w:i. thi.n thn S tate of 
Cnlifo·.r:nin, npprox:l.tll:.ltely 20 'of: th08e counties lwvc active COnFH1t'nc.!l' 
fraud units. It is ;:mticipatod that must, if 110t: ':111, of those 
20 count:i.cs \·lill participate initic:llly in any sYGtcm that is 
C8 tnbl:i[:hecl. Giv('1.l the increHsing pub lie aWcl1:CJ1)c:sn of: rC!l1wclies 
Hvailab le and COI.18 UIII c.~r fraud Eli tlla tions and cOllF>itiC'.l:in[,; tIl(> grcn t 
value of: n Sl:Rtc-widc information system, \\le anticipatc thaI.: more 
nnd more counties thrqughout· California \vill 88 L'nbl:i.sh (~()nsumer. 
fraud U1.1.its nnc1will participate in the proposed infOl:nwLion system. 

• RDBJr. :sn 

Vel=Y truly YOU1:S, 

'. HILLV\M. A. Q'JvIALLEY 
Dis trict Att~J=no~ , 
A/ ~ //?//;(; 

tf'tctl/d! tf ~ ~e;14.,t,. 
ROBERT )). BLt\SIER I JR. 
Deputy Dis trict Attor:ne.y 

. l~ 

- -!!1 



----~-----------

!B(ltc.of C~lifol'lliu Oi.~pC1r;lIlcnt of Consumor 'AffaIrs 
. ' 

Coopc,l:ative Gem.Bumer Pt'ot:ection. Dolo I January 25, 1977 
Program 

Fila Ho.: 
'1tOH: Don Procida 

Board/Bureau Representative 

Subject: OCJP GPJill'l' APPLICATION 1977-78 FISCAL YEAR 

'. 

The primaxy objective of the Department of Consumer Affairs 
is the snme as that 6£ the CCPP to e1~ninatc fraudulent 
LUSjnCSA practicos and deceptive activities. Through the 
early warnj~g system, the Department will be able to protect 
the COllf:iUmc·r from fraudulent bus:i.ness practices rathGr than 
attompting to reconcile the 'problem after the fact. 

It is cf,;timated that 18-20 of the Boards/Bul"CfltlS in the 
Departmc!nt \vi11 l11C:lh.t~ usc of the consumer complaint data 
system. 

The Tax Preparer Program is willing to cooperate iQ the 
estab1:i.Ghme.nt and operation of an early warn.ing system. 
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COOP[fIATIVE cor:sur·;CR PROTECTlOIl PROGRfIi'l 
CONCEP1UAL OVERVIEW 

X JJ X J( "/ [5~-J -/, "m,,,, ',],ph,,,'" ":: ~~ '\:::.r I~ :;l~;!: ,~::~~;!:~" ""',,. ~ (I '\ 
\~:2 . 9 

[

Lr:==-=. ~ I CC':ll)'lluinlu b/,\tch~tl nlld onnt to ~L:'-~-::':::="l'J 
stllndnr\l COOPf!I'iltJ.VO COOlJUmor PI'olocHon Stt\t\rI!'~d 
Co:nplnint _ I'I'Ogl'Ur.1 Office ill &.crur~ollto Conllll/unt 

lind /-- ,/ MId 
tlOc\lfllU'nt'l _ ~ / T)o.)cIl'lcnto 

;m-;,." ,",,,,,,to ' ____ / 

___ ~_ .. ________ . ___ ? \locum/lnta Ill'osrlU11 OU;l.I'O I/ClviQII ~ 

for 

J.fl(>r ~a·ylll". docllmonto 
rClllJ"cll to l'ror:J'nm 
OIrfico 

com~ 1I00D 

R 
CJ]] 0 

~--.-.- ··· __ ··_···_-_·····,--c-; ~----I ;,,}:~----)O g~~~~':~:;l dntu ~:n"'I'IJ hl·l'l'C'lIlI·IH.d to tilt) PI'O/:l'/l~1 h·ocbllnl.nr. . ' til,llo 
(\ffic~ ~'lll.~rl1 tlll'Y til'!, J''':101Vl't1 JlIlli ~.~_ 
I·(>nllh.liltt'll t.o ~h'" (;ynlr,'l. 1'110Y yill 
t,o rN,olv~d by oHhnt· till'lllllon il1t~ tho 
llUcetl'oJ lIr,nllr,), or by rp.t\ll·nln~ tho 
COlIIl'lllinl /'l.t~1 to th~ nr."I\CY. '111(' 11r.('ncy 
\.'ou1t1 lll"11 ~ol'r('cl the itillic<'lrd "J'roro 
('lid I'lwuh:d.t lh.: coml,lnillt. 

1 

CO:'1l'ntol' rt'l'ol·tn /lOllt to 1'1'or,l"tln! 
OffiN', ",hurl.' tl\ll,Y nrl! MI''ll'lltctl 
IIl1d {Wilt to oneh UDOI' IIg0IlC,Y 

\ ~
--

Uonl' 

(

_';JJl.. ..... ./ "Sl'lley --_._- /' 
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Rl.m DATE: 
P:1OG~~.11 

AGZ~,CY 

• 
02/01/i7 
CCPOOl 
833 - SAC CO'u'}..J:Y Df. 

., 

COO!'ERATIVE CO~S1,,·NEr.. PROTECTI9N ?ROGlW-i PAG:::: 

CO::Z'LAnlT LISTI~G BY RES?O~DE~"T fOR 2 YEAR PERIOD EKDIi\G 01/31/77 

AL'IO~;S AUTO SALES AND SERVICE Cm2LAINA~"l: - SHI:i:R BILL STA!US - CLOSED CASE ID 88876121234 
m;sr~:ESS •••••••••• 1t.OTO~ VEHICLES-~;m'l TRANS DATE ••••• • 12/01/75 Cot:~m: R:::SP ••••••• SACR.:'.1-!Z!'·rro 
I:;:T:>:;'L CO:-'"'TACT ••• AT SE'LLZR I S PRE:,:rSES TRA~S LOtATIOX •• AT SELLER r S PREmSES CO::TACT nRSO~ .... JO~"2S B 
N:\J:L7..3 i,!1 - GEt\ERl\L SALES PRACTICES~?RODUCT REPRESE~;rAT!O~ .f.!4 - Gt;A:\"UrrEE,I\·ARR.r\NIEE-~ONFL'LFILL::'~)''T 

iJ2 - GE~riRAL SALES P'i~ACTICES-SC .. \~E TACTICS ft5 - l>~RClt.1,.ND:SE,SERVICE-?RODUCT Q1!l\L!.T·~ ~"EH 
f.:3 - GE1';ERAL SAL:::S Pit/\CTICES-?RESSURE SEu.n:C 

DEPT FILE ~\O •••••••• 9999999999 LICE~\SE :-:0 •••••••••• 9999999999 REC:::rvED FRO:·! ••••••• 777-L2/76 U~'DER WVEST!GATIO~ .12/05/76 
Cn'II.. ACT 'FILED ..... 12/06/i6 J'"uL'G~:EN~/sTATE ...... 01/01/77 A:·ITA\,IARDZD-P ....... $1,000.00 DATE CLOSED ......... 61/01/77 

OT:lER K4\0'..i~' NA}1ES ifl BOB ALTm:S 
112 CE}, ... ,rt.i"RY AUTO SALES 
113 ROSE:.'.! L. ALTO~i 

QUALIrY USED C!~~S 

ALTmiS A 1.;'1' 0 SALES At-,'D SERVICE STATUS - ACTIVE CASE ID - 86876121240 
BUSI~.;zSS ••••••••••• NOIOR VEHICLES-!·j'E\o1 
INITIAL CONTACT •••• BY 'RATIO/TV 
NATtj~E ,::1 ~r::;:\Cn..'\~;nISE, SERVICE-~~T AS ORDERED 

AGEXCl TOTAL FO~ RESPO~'DE~~ 2 

CO~2!.Ani'IS FILZD 
~n'1'i1 Cf.i:l::ER ACE~CIES: ACEXCY ~!t~~E:\ Or: DATE 

COUNrY·REEP ••••• ~SACfu~ffi~O 
CO:-'''TACT p:::;:tSO!~ ••• JO:iE S B 

OF --------LAST 'E'OLLO'(i t-p ..... -----
CO~r:?L.A.I~:T::; HOST CLTh."'tE:,;:r 'IY?E l~'!O~:::r/':JA!~ 

. 555 ALIO~;S 'AllIO SALES Ah'D SER\~IC::: 

666 CE~crt;~Y AtlTO SALES 

• OVERALL TOTAL FOR RES?O~w)E~;'T 8 

4 
2 

11/15/76 
11/01/76 

CIVIL ACT FILED ••••• 12/06/76 
DISCI? ACT-\ .... ~l.U!I:\G •• 11/25/76 

1 



• -~~ -~ 

RUN DATE: 01/05/77 COO?ERATIVE CONSt'1:ER PROTECTIml PRCGrv~-r 
P~OGR&v. CC?002 
AG:S:{CY ML R;;:S?O~:;)E~;rs \~!':i::t 5 OR 1o!c:\E CO~1PLAI~\TS Dt.S:::~;G Tem 12 Mm:T'.d PE~IOD z~;:)n;G 12/31/76 

CO~·:::?!'An."'IS HAVING OR:L.GIi:ATEJ IN Ti~O OR ~103.E AGC:';C!ES 

Rr:SPOl\'DE~lT 

ALPHA El.ECTR!C CO 

OTHER KNOHN l\1J1E S: 

ARAGON GAS A:-''I) HELDWG S'U1.'PLY 

BAKER DRY CLEANING CO 

CARTERS i-iL,:\ING SERVIC;:; 

rm~:ER INSljLATIO~i CO 

ALl'li/\ ELECTROm:C 

AGENCY 

777 
888 
88G 
899 

AGE~fCY CONTACT 
'IOTAL 

5 

3 
4 

TetrlJ... 12 

RIGGINS C 
CONLEY R 
n3YERS J3 
JONES R 

d~ 

C O:·1:PLAIl'i"T I;) ( S) 

76120001 
76010036 
76122107 
76051234 

. 76012102 

76122136 
76061362 

76012161 

76073125 

\\""A 
SUPPLY INCORPO:\,\TED, CAre;tRs HIti:P~~ERVICE. ROBERT E ~'!.I'i'H ELECTRIC CO 

~-<-~) \ \ /J \>'" <\ \ ,I" \V,J 
212 <\.~ i\li~<'l::J KillTIN J 760[.2163 76052127 
].95"\ \K'i )..~ KILER B 76052176 76072132 76093856 

~ \l);" tT:' 5 
~~'V • 

v;:~i6 1 SHITH R 
486 4 Jmir:S B 

TOTAL 5 

76022165 
76011963 76033974 76121622 

SEE ALP:~. ELECTRIC CO 

123 
416 

3 JO~"E!LR 

3 NORTH R 
TOTAL 6 

76123129 
76101111 

76122163 
76113162 

76111,916 
76091235 

76050161 76051231 

76092136 

76091361 



• 
R1~ DATZ: 01/01/77 COO:?ER}.TIV.3 COXS'\.;'}!ZR PROTECTION nOGRA!>!' PAGE 1 
PROC:i.l'C.1 CC?005 

s/.e com~l DA REFO~T OF OPE~ CASES FOR PZRIOD E~"j)!:;G 12/31/76 

RESPONDE~ CASE ID CO~"TACT CASE ID 

~\LPHS RADtATO~ FLUSHI~G A!~ REPAIR 88376061956 ELLIS D BUG ROUSE 88870:16:218 

TAYLO:l RUSSZLT.. A~"D S;'IITH INVEsnm~;TS 88876052163 CALLI Rt:G CARE 88376042317 

HILSON CAR CARE CE~iTER 88876072159 FERRIS H BARNS CAHPUS CAR CEl\'TER 88876100413 

BATES p, l>.RAGON HOSPIT,\L SUPPLY 88876113684 . /-~ DIC:(S WAGON SHOP 

~
.?~ 

Cru'\Rn~GTmr CARPET CLEAl'.'!NG 88876102119 ",---.,<'> \~ ECO~OHY DRUG CO 
.'\? ...... )\\ ;1 ~ 

DEt;!':ISO~ AIRCRJ.FT SALES 88S7607).l562\) Gl,Ut.}r.t.-'F~f G MICHAELS MOTOR HO~\.<~ 
"I \" V'" <\ ·l\\ \'0 . 

·FRANK.S I1:1?ORTED FURNITURE A~D Al\'TIQ'lj'ES ""Jl~876.1Pl..%\. \5=. NlNAS FoAlR DESIGN 
(j'\i~,\ ~~ ".\ V 

eRA:""! TIRE SASES Ar-."D RECAPPING- r..o '~S8~9-~2127 'OPIES LU~CH PLACE 

BO::3S UPHOLSTERY ~ ~~8876053621 SAMS BURGER HOUSE 

88876122315 

88376121017 

88376122212 

88876030710 

S8876032910 

88876072611 

OONNER P CLARKS HEALTH SPA 88876053125 RERTZIG S FU~:{IES BARBER SHOP 88876032510 



• • 
COOPEP.ATIVE CONSUMER P;:(C~ECTIOX PRCGRAH PAGE: 1 RJ'N DATE: 03/01/77 

?RCGRAX: cc~oo6 
COU:,TY: .sACRA}!~ITO C':i:P1A::::t:2S AGA:?i5T COiJi-:TY leGATED RESFOXi)EN::S r:OH 01/01/7G '£0 12/3~/76 

__ .',:, -In· ·IU."" .• ~(·.'.;.:. /\-.('/IT/-I ;';1.,';<1,<.' ..... ':,:·rJG;l//c;. /0<./...:;1//77 

AGE:'iCY/ ------;;OI,;.IJ~I UP ACTIC:i------
RES?ONDErtT 

ALTmlS AUTO SAlES AND SERVICE 
NATURE #1 GEN!.:RAL SALES P!U\CT:::CES-PRODUCT IB? 

#2 GEriERAL SALES PRACTICES-SCARS TACTICS 
#3 GEl,"EP.AL SALES PP.ACTICES-PRESSl:P.E SELL 
#!+ GUAPJ.mEE, \';ARRANTY-XmfFUI2ILL:·ZNT 
#5 NERClW;DISE ,SERVICE-PRODUCT QUALITY 

C'lI'5ZR KNO',.m NAl-lES #1 S;'.ILIN BOB AL'rOi\S Q,UALIT"! 
#2 BOB ALTO:'iS 
#3 RO'frER-'? L. ALTON 
#4 'rHCHAS R. S}lITH 
#5 CEl;£URY AiJTO SALES 

ALTQ:jS AUTO SALES AriD SERVICE 
NATURE #1 MERCHA.'lDISE ,SERVICE-NOT AS ORDERED 

BCB'S U?dOLSTERY 
II ATUID: #1 G U AP.Al'i'TEE , \VARru'l'TEi~-NOiiFULFILi.l·lE~'T 

CL:":':< 'S KEAJ.?E SPA 
~A':U.2.E #1 XER~U\~iD:SZ ,SE::\V:r.CE-DZPOSI':' RZ':'<JRN 

BUS niZS S 

SAC 'COUNTY DA 
MOTOR VEHICLES-NEW 

SAC COt:NTY DA 
UPF.O:.sTERY 

SAC COUNTY DA 
HEAL':'? STUDIOS· 

DA,'n::s IHFORTS . SAC CITY ATTOR!;z! 
NATURE #1 }lERCHANDISE ,SERVICE-FAILURE TO DELIVE."q ANTIQUES/FINE ARTS 

#2 MERCI1A1'DISE,SERVICE-DEPOSIT RETUP.N 

cm:TACT 

JONES B 

FA.i'{NER L 

RIGGDiS D 

SNIT'"d L 

STATUS 

ACTIVE 

ACUV:E 

ACTIVE 

CAS;:; ID TY:?E 

88876121234 m;l)ER I:'l'V:::STIGJ..TIC~ 12/05/76 
CI~IL ACT rI:zn 12/06/70 
JUl.'G}!;:::::/STATE . 0'1/01/77 
Ai"!':!.'. P.ECOVERED-R S 1 ,000. CO 
DATE CLOSED 01/01/77 

88876121240 

88876053621 ~I~:ESTIGAT:ON 06/30/76 

88876063125 

ACTIv3 99976121234 COUP.T AC~-ORDER 12/05/76 
DISCIP ACT-\~A.!(};ING 12/30/76 



Rml DATE: 04/01./76 
PP.OGRAH: CC?009 

HO~~ RL:CE:VED 

RCCB:VED BY PERSO~~ CO~~ACT 
RECEIVED BY REFZRN\L 
ar:CEIVED BY M,\IL 

INITIAL CO~rrACT 

BY MOle/TV 
AT BUYER'S P?EHISES 
B':{ nLE?HO!\"E 

\:~-:Gm~';N 

AT SELLER f S PRE}lIS::S 
AT BUYER'S ?lUY.:SES 
BY HAIL . 

CO;""'.L:::~""'.:: FOR ~ATt."RE OF cm!?!.An"T 
B~S!~;ESS I~;-"O~ VED 
m~;-~1 rmCOVE?E;) n'.t 
CC:·~Ll.nr:s llA~!:'!.ED BY 
CC:·!PLADi::S Ri:CZIVED FRO:1 
DrSPOS!TO~ 

CC:'2L;,1:-"";:S CLOSED BY 

a~.·· ... 
COOPE:V\T!VE cm:SUMER PRCTECTION PROG:.t./i}-I 

A~.r.YS:::S OP Cm1J.lLAI:;rs RECEIVED :;:OP. 1ST Qt:A~TZR E!-'''D!~;G NARCS 31, 1976 
E~;rIrt:z rILE 

H.\aCn 1976 
Nt:~1:::.ER PERCE~'! 

106 
81 
12 

1 
200 

40.00 
40.00 
20.00 

100.00 

71.22 
21.63 

7.15 
100.00 

56.18 
37.15 
6.13 
0.96 

100.00 

~~~PER!OD TO VA!E"--
01/01/76 TO 03/31/76 

120 
62 

300 

240 
30 
30 

300 

152 
120 

18 
10 

300 

40.00 
30.00 
30.CO 

lCO,pO 

80.79 
13.16 

6.15 
100.00 

Sir-61 
38.12 
5.29 
1.56. 

100.00 

• 
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RUN DATE: 03/31/77 

CO?010 
Er:~I?.E FILE 

COOPERATIVE CO~SUl<tc::R PROTECTImi PROORAH 
PR03?.Al{: 
AG.E:'CY: CO}t?::.AINTS FOR I{O':'OR VEHIC:::ZS-REPAIRS 

DURING T~ 6 HmiTK PERIOD Zi.:.:m,G 03/31/77 

A & A SKELLY SERVICE 
NERClUUIDISE ,SERVICE-n:PROPER INSTALLATION . 

A & L l-:OTOR PARrS INC 
GENERAL SAIZS PRACl'ICES-SCA7.E TACTICS 
GENERAL SALES PRACTIC~-SERVIC'E REPRESENl'ATIONS 
Gt':.....~;\NTEE, 'ilAR..WiT'[-DISCLOSURE OF T£R!·1S 
NE?CHANDISE,SERVICE-CHAF.GE ABOVE ESTIHATE 

AHERICAN FOPEIGN CAR REPAIR 
}Z'rtG:-iMill:SE, SERVICE-U~ATHOP.IZED SERVICE 
'}1W:E;"l ,BILLINGS, CP.DIT-COLLEC'l'ION PP.:'CTICES 

BAKER GENERAL MOTOP.s SALES Aim SERVICE 
HERCHANDISE ,SE?VICE-FAILU?.3 TO DELIVER 
J.:ERC~1DISE ,SE~VICE-FAILu.u: TO RZTUP .. N DEPOSIT 

CC:""TAC':: STATUS 

TAYLOR B 

SMITH J 

ACTIVE 

CASS ID 

CLAM'S 1'.0:3:;:1 AUTO REPAIR 
CO!'IT:?t.CTS-FAIl'UHE TO PERFOR.Y. 
CO~;TPJ..C'?S-FAILURE TO ?RO'lIDE CO:iTRACT 

AL.v.c:m J CLOSED 89676123519 

PAGE: 

LICE~!SE NO. 

B21987 

;)!C:, 'S ~·~u"'F?r.l:? !NSr:ALi.t"T:O!{ ROLAND :3 ACTIVE 91676092163 PZ~19765 
G~.;~R";NTEE, tJ,JA?A~·;):~:~-D!SCLOS!JRE OF T:~~!s 
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• • 
RUN DATE:' 03/31/77 
pp.OGPJu"1: CC?012 

COCP,E?ATIVE CONS~1ER PROTECTION PROGRN{ 

COH?LAINI'S FOR SPECIFIC CATEGORIES 
PERIOD CCVZ?.E:J·: 01/01/77 TO 03/31/7.7 
FIIE SEms:;:;:; COUNTY - SACRAI£,,'TO, YOIIJ 
CI..TEGORIES SELECTED: INITIAL COi'.'TAC':' - AT BUYE1FS PREH::::SES 

TRJJi.3ACTI0N - AT BtJ'lER~ S PREl'.ISES 
BDSI:'::;SS - BOOKS/MAGAl,nr.;:s/:·lZ'I!SPA?Z:.(S ~\;> .,\ 

,,\ ;.,-.. 
CASE ID L!CENSE NO RESFC:mEt1T/OT"rlER KNOh~ HANES cm~~ 13 .TUS 

ABC HAGAZ::::;U; DISTRIBUTORS TA~R ~ '\>fcTIllE 
Jo:m B S!-!ITH ¥.AGS ",\\~~~\'Q 

88877012165 B125687 

A~~, 
4~~\ '\ 

A!-lERICAi'~ IB":S AND. HAGAZI~"ES CO ~ .. ~ \~rX:.n J . 
CARTE?~ NEWS SERVICE \\~~\> 
CARTERS PERIODICALS ~~' 

BAKERs SUBSCRIPTIONMAGAZlh~S ~ KE~I B 

CLOSED 87677031256 

ACTIVE 

CARTE..RS NE'ilS SERVICE SEE Ai..;ERICAN l-i"'E'.VS ANi) HAGAZIr.'ES CO 

CARTERS PERIODICALS SE]: Al-1ERICAi"i NEviS AND HAGAZINES CO 

DRAKEs l{AGAZD.'ES JO~'ES R ACTIVE 9137701216.5 .C21675-98 
RALF.:-I E DP.A~G 

.F:?Aifr~ HOXE }t~GAZ::NE SAIZS ROLA)'''D E ACTH"E 81677022163 

1 



., • 
Rti':{ DATE: OV15/76 
PROG?.AN: CCPo14 

CooPEF .. A'!'IVE CONSUNER PROTECTIONPRCGRA:1 

ANALYSIS CF CO:.:.?UI?;TS FOR S:?EC:FIC CATEGORIES 
PERIOD CO'lE?.ED: 01/01/76 TO '12/3'1/76 
FILE . SEG:.s:·iT: AGE~1CY - SAC COUNTY DA 
CATEGORIES SELECTED: BUSDiESS - HOTELS ,MOTE:;:.s ,RZSORTS 

BUSINESS - TRl..VE::",TOURIS}: 
NATu3E OF CC:,:?:"4.HlT - COmRII.C':;:'S-RIGF.T TO CA1\'CEL 

~ \.J. ... ':!>. 

Eml RECEIVED vV'" £, 
\ y-

BY PERsmlAL CONT'ACT 
~ \#'. 

BY REFERRAL ~~v· BY HAIL 

~~ INITIAL CONTRACT 6~"> BY RADIO/TV 
AT BU1"ER t S PRENISES 0~ BY TELEPHOiI:8 

TRk'iSACTIO,{ 

tTh1~iO','m 

AT S3:.::ER t S P:Rz-::{i:S:ES 
AT B'V~rz?'S PRE~{lSES 

BY lo!AIL 

CO~iTnnJE FOR OTHER INYu':' CATEGORIES 

01/01/76 
h'U!{BER 

120 
62 
18 

TOTAL 300 

247 
32 
31 

TarAL 300 

152 
120 

18 
10 

TOTAL 300 

PAGE: 

TO 12/31/76 
PERCS.'T 

"\\ 

40.0:) 
30.00 
30.00 

100.00 

80.79 
13.16 
6.-:5 

100.00 

54.61 
38.12 
5.29 
1.56 

100.00 



•• • COOPERATIVE CONSU/J,ER PRO_~ PRQGRAl-l - ORIGINAL INPUT DOCUI-IENT 

A!ln D Clt.\XGE 0 DELETE 0 
1. ~. 1;i.:~13i.R ,. RECEIveD F!{O:1 CO:UACT PERSON cm!pLAlt\/u.'lT Co}IPLAINA .. '1T MEA PRODUCT OR ·SERVICE (~ee r~varse) FILE t\O t 
~~~~~=-~ ______ ~~~~ ____ ~ __ Il 
,1ce;1cv/;-.o/cla/vr/seq I nl'.~ncy/r.o/'1r last nc.ma nama county code cle\nlrtmant . 

p.c:~ RECEIVED INITIAL CONTACT 

I 
TMNSACTION PLACE 

(circle 1 (I) 
TP"U;SACTIONI RESPONDENTA?.H.A REspo:mENT LICE~:SE };O. ! 

DATE .\ I (cire:e 1 (I' . I (circle 1 n) 
j 

101 
102 
H~3 

lOt. 
iCS 
lC<5 
lOi 

2(J1. 
202 
20:i 
204 
205 
205 
207 

::.til I 121 Seller's Pre:nise3 I T·! !t',flone 122 Buyer's Pre:nis~s 
Seller's Premises 1133 count.., . ,,- . ·1 .. . . -. - I 

~." ~ k-in 123 Non-regular Seller's 
I 

131 
132 
133 

Duyer's Pre~ises c~o~/~n~n7/)=lr~~R~E~S~PO~~~jD~L~N~'T~L~E~G~A~L~NM~'~~~==~r~-~r=n~d~i.=.7id7u=a='1:~~[J~~B=-==Bu=.s=~~·n=e=s=s==Cj~====;' 
Non-regular Seller's 

p,.r('rr:,l Premises Premises 
\~o~ ir:e of Viol. 124 Telephone 
1\:~('11r:i' Inst. 125 Radio/T.V. &il lOBO I 
iLn,·,ti-?nt Crci'': 

I 
126 Nc"~spaper/Hagaz:i.ne· 

134 
135 
136 
l3i 

Telephone ----- ~Ul."-C.(' r-';UI'(~ rl.~U:;:; I 
No Transac tion 
UnknOlffi ' 1 0 D 0 t".' ... lrt l2i Nail S,?licitation 

128 Unkno;.,n 

Di5clC'nura of Terms 
Fai:lIre to Provide Contract 
Failure to Perform 
Oilprl';,sive/l'nfnir Term 
Partinl rcrformnnce 
ReprU3Qntation of Terms 
iU>;!1c to Cancel 

G'JAMNTEE,I·IARRANT,{ 

230 
231 

232 
233 
234 

Disclosure of Terms 
Expired after Unsatisfactory. 

Service 
Nonfulfillment 
Not- Submitted as Promised 
Representation of Terms 

MERClli~IDISE.SERV!C2 

hOnO 

XONEY,DILLING.CREDIT continued 

253 
254 
2~5 
256 
2.37 
238 
.259 
260 

Creditor AGreement or ?ractice 
C1:cditor Remedy 
Disclosure of Terms 
Interest of Credit Charge 
Prepayment Rebate 
Representation of Terms 
Unconscionable. Credit Practice 
Unsolicited Credit Cards 

I: 301 Restricted InIorcation 0 

302 

303 

17508 Letter 

Statute 
Rule 

mo/du/yr 

_____ (optional) 

---- (optio-:,:.l) I 
INITIAL DISPOStTION 

Gl"::!:3.\L SALF:S PRACTICES 

2Gi 
209 
210 
211 
212 

" .. ........ 
215 
~16 

217 

219 
220 

213 

2:5 
2~5 

227 
223 
225 

OTHER PRACTICES & SALES SCHENES 235 Chnrge Above Estimate 
AdjlJstment/Refund Nonfulfillment 236 Charging for Service/Repairs 
~ait and Switr.h Not Performed 261 Below Cost Sales 
Clla in Scha-::es t~.s~tti..cc OF C~, __ .,.;2;.6~2~.;;;,n.::.~hin~ ... __ -.... ...... ...., 
Con~ ":<t P"~rescntations r . hR," • rRe~rganization 
n!~~losure of Selling Purp~ses I . 
rr"~ or 1\, r~ in orr or ~ na tion of 
'n.'! :,,,,bi.."i; 1Ic:m~::l~!'.ta.t1..cnG ~ SAHPLE - COMPLAINT DATA INPUT FORi1 5 

~~~,l~~u~~~l~~sc1osure II Nl.!ffiber to the left of- description is tfT:l.~/tClheat"zeB. 
IncC';;'e Rcprcscnt:ntions • , ddt 
r~(,:1~i. ty of Sellar c~rc_e ,an la er keyed by data entry. /Obtain Licenae 
:i.:-;:;ufEicicnt Quantity ~mcntB 
Lnya'ft'ay I , 
::i!ptiva Option I ~ 
Pre~sure Selling '--~~Z~~~~~~tn"~~Q~t_~4~1~.t~~~ur' ~~~e~tvv~4~ce~c~~~------~,~)~'~r-~,,~(t~s~~~_~a~~.~~·~~~O~L~l~_~~J~ 
i'ri::c or Savings Claim Repai:-/}faintenance 274 Theft by Fraud 
rroduct Rc,,::csentations - ~;e'~ 275 'Lrcuing Stamp Redemption. 
i'ro.~\!c t P,ci"'resen ta tions _ used BONEY ,lHLLU,GS, CREDIT 276 Unconsible Practice/Non-Credit 
?cferral Selling 2i7 "Gnf1li .. Discrimination ill Trade 
Scare Tac tics 249 Billing ot' Credi"t CO::lputionB 273 "Urisolic:i ted MerchandillG • 
Slrvice Reilresentations 
Cnfair Co~?etition 

250 Billing Schemes 279 Utility Meter Reading 
251 Collection Practices 280 .Weigh~s sl'.d Heasul:as 

C:-e·i:l.t· Discri::lit)ation 2G: Zoning Z.52 

301. Referred to ----r--;-~:--
agency/r:.o/da/yr 

305 Transferred to ______ ~-;-~~ 
agency/r::.o/da/yr 

~~n-User ~or::.plain:: I - .306 
.I.nformatl.on . 

~07 

FIliAL DISPOSmOli co/daly, I 
Date Closed 

co/ca/yr 

308 Moner k..:ar.ded 309 Recovered 

Penalties ,$ __ _ $ 
Res ti tu tion$ __ _ 
Date . 

·'Wo/dalYr rilo/daiyr 

aemarks ______________ -:---1' 

I 



501 
502 
503 
5G(1 
505 
506 
<;"7 
5CB 
~Ino 

510 
511 
512 
5:3 
514 
515 
516 
517 
5::'S 
519 
520 
521 
52:!' 
52) 
52~ 

525 
526 
527 
523 
529 
530 
531 
532 
533 
534 
533 
535 
53i 
538 
539 
540 
541 

.542 
543 
5:'4 
545 

" 
Accounting Services 
Ac\'~n: tising Ser'.tic.c9 
Asricultu~al Equip~ent/?roductG 
An':',";lls/Pets . 
A~ti~ue~/Fine Arts 
Ar?tin!1ce.!:. 
.\"r~; -o,...turRl ~~'!:"';ic~s 

, Bank,lCre.! it l1do!:s/SavinBs & Loa!!. 
5,\:''''''r Shor,c;/Servicez 
Bccuty Shopu/Sc~vices 
BO,,1tS and BO:lt ~~Qtc'Cs 

1:.0<,~: s I~ rasnz ines 1~;e~.Jspoper s 
Business Orportunitie~/Franchi~eG 
Carpets/Floor Coverings 
Ciltal"ague Sales 
Ce:alary Services/Products 

• PRODUCT OR SERVIC~ 

Gc.r::es/Toys 
Gardcnin:;/~~urser:: 

,543 G~soline/Fu~~s 

546 
: '547 

549 GenerLil l{urchandising 
550 Governmental llgencba 
551 Iiard~";J,re 
552 lledth Prodw::t'3 
553 Healt~ Studios/Spas 
554 Ho~ring Aids 
5.35 Heating [. Air Conditbning 
556 Home I~?rovamentG 
557 l:ospit;;ls 
'558 Hotels/Hotels/Resorts 
559 1l0\lSe""·~res 
560 Insurance - Automobi1~ 
361 Insurance - Credit 
562 Insurance - Health 
553 Insur~nce - Other 

Chari tnbl e Solicitations 
Chir(:~pt'acti'.! Servicc3 
Cothillg/ Je'lelry /.'\ccessories 
Colluction Agencies 
Construction ~ Commercial 
Construction - Residential 
C~ntcsts/ruzzlcs 

~~~~~ ___ ~5~5~4~~I~n~v~e~n~t~i~on~S,:~~~v~i~:~~ft~ __ ~~~,e=~~~ __ ~ __ ., 

Correspondence Schools 
Ccs':1ctics 
CO:Jilcm Books 
Credit Cards 
Credit Reporting Agencies 
Dilnce Studios 
Dating St!rv.i.~es/Social CluDs 
Dl!n~al Services 
DiscNmt. Buying Services 

.Dispensing Opticians 
Dnli!s 
E,.!ucu tion 
C;:~I' lO)7.1cn t Agencies 
bi'l.;· .... cat Agencies -. Nurse3 
L::nc-:g}'/Resot.::-ce CO':1servat:ion 
Era;ineer ing Ser\'ices 
Er.tcrtainMen~/Recreation 
Finance Companies 
feod and Beverages 

. foml Plans 
Funeral Services/Product3 
Furniture/Furnishings 

SAMPLE - COHPT.....AINT DATA INPUT FOP.M 

Reverse Side 

-"~~t''''v'"ehrc!es''~~eCl:e<'.;:1.·5r.a 
577 Motor Vehicles - Rental 
5i8 Hotpr \!2hic1es - Repair 
5i9 Hotor Vehicles - Salvage 
5110 Notor Vt:iuc1es - Tires 
581 Notor V!!hicles - Used 
532 Xovin~·anr. gtornge' 
583 Nusic/1·!usicaJ: !nstru~ants 
5811 Hu::sinr. !lot:les 
585 Nursing - ~CBintered 
586 Nursing - Vocntional 
587 (lffic.e Equipment & Supplies 
588 O"totnetry 
589 'Osteopathic Service::; 
sqo Feze Control 

591 
592 
593 
591. 
595 
596 
59i 
598 
599 
600 
601 
602 
603 
604 
605 
606 
607 
603 
609 
610 
611 
612 
613 
614 
615 
615 
617 

. ' 
. . . 

Pharmncis ts /l'hr.r-...nceu ticnla 
Photography 
Physical Tnernpy 
Physicians and Surgeons 
Professional Ser~ices 
Promotions ------------~ 

Psycholonica!!?sychintric Services 
Pyramid Di:. ~ributorships 
Renl Esta·te - Leases 
Real Estate - Sales 
Recotds/Tape Clubs 
Safety/Protection 
Shorthand Rcpotting Services 
Sporting Goocs 
Stero Recording Equipment 
Swirr.":1ing Pools 
Tax Avoidance Plans 
.1'a:< P;:eparcrs 
Television/RLIdio. 
Therapy/Awareness Programs 
Trailers/Cempers 
'travel/Tourism 
Upholste·.y 
Utilities 
'lending ~!achines 
Work-at-home Pland 
}uscellaneous (Insert in recarka section on 

the other side o~ this fo~) 

.'.-

: -



IOLI.O\,/··UP (lOClIHUII - .. _-_ ..... - ,. .. __ ._---

. 1, NJD 0 CIIANGl:: 0 DCLEn: CJ 
CO"lPLAINT I .D. NO. 

CASE CLOSED 
mo/da/yr 

L~. REFERRED TO 
agcncy/mo/da/yr 

. 5. UNDER ACTIVE IN'v'ESTIGATIOI-J 
mo/daTyr 

6. ASsur~r'lcE or: VOLUNTARY COJ"IPLIANCE 

'7. CITATION HEARING 

8. CRIMINl\L ACTIOI-J r::'r LED 

9. CIVIL ACTIOt-J FILED 

10. COURT ACTION 

-mo/da/yr: 

-··::::·:-r·;"'::·r::.-~ lllo/da/yr 

mo/da/yr--·----

a A. 'l'RO/rl:eliminary Injunc.!tion· 
---mo / da/yr--· 

D. .Judgm(!nt for Respondent __ ..,..,-_ 
mo / da) );,1: 

I . n. Judgment with Injuuc.tion Order 

c. Judgment for Stat~ F. . Dismicsed 

11. ADMINISTRATIVE A.: 

SANPLE - C011IPLAINT FOLLO\v-Ul' F'OJ.?M 

12. ADMlt~l STRATIVE P,:. 
A. Revocation 

U~:;od to input mr.mdato)··y and optional 
f'oJ.low--up information. 

13. SUGpenSiOl1 

C. Probation 
Dlo/da/yr 

13. f'lrOl'JEY A','/ARDED VONEY RECOVERED 

A. J'Ol'HlltieG $ A. Penalties $ 

• 

B Restitution $ 

• 14~ D~srOSITION (Counties only) 

B. Restitution $ ____ ._ 

A. For Con [lWl1Cl' C-' n. For H(~rch:mt L_.J c. C.omproIll5.sccl 

15. RESTRICTCl) INfORW\TION 0 CLEM RESTRICTION 

1? 

r~ 



1. 

,. 

• 

tuH.u. , Ci •• 
" I I f1 I "', . , 

cOOP£nflTlVE cor:SUl'iER PROTECTI OU PHOGRNl 
cor'lPLAltIT HASTER UPDA'rE CYCLE 

13 

[_J:] 
Updnte 

(Winconl)ln) --r
·l-~t-'lL--· 
~ .. ~ 

r;di~l Ir.. r.'-r-ro..Jr"-n---' 

~ \-

Q"ortcd 
En'o!'o 

I-
r.rrol' ] 
Liot 



• 

, 

• 

!i-Ol'-Hnr" 
CO"'rlldnlll • 
1 Roup<llltlt'nt 

C(')f~)llnint 
Hnote)' 

U?I,poncl.,t.l, 
I,/',cney 
01'd.)I' 

tin,,· 
!'It'h" loy 
'\i~t'ncy 

COOPERA TI Vr: cot;Sur'!ER PROTCCT! ON PROGRi\I'\ 
RepORT PROGRANS 

14 

2 
I "J""i~J:-f-' 
---.-'>!I_--
AM1!!"l" of 
COOlplrd n III Fly COlin ly 
lIoco.!v~cl (for D.A. '0) 

---"I 
1'I'l'nr.l~ lorl!: I 
HUBinoDII r. 

' _____ ._ .14:

C:l--
<-Il_()_po_r...,tr-!Al_}--~::r:"" r 
._." __ ":lI.~ 
Ill·,HrillclJ 
Witllin 1\ lIy Ar.nnc-y 0,' 
H'lninrlJls Stl1.tollidc 

. .---

SIIFJ:!' 2 CW II 

UIJuthly 



, 

e" 

, 

• 

COOrep.A T 1 VE CONSU~lEI~ PROTECT 1011 PHOGIWI 

C~;Pl~lCl l 
~ilhln n 
')uul.n(lt'n ---' 
}.i Ill)..,.....-

.!?!lJ1.'t. (lU.e.r:.!:. 

REPORT PI~OOIW1S 

15 
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.' 

, 

• 

COOFlHil'f rve COIISliNell PIWllCT I OU rHOGI~Ml 
IItJlf. c:nO:iS-I'!E,"l:n1:NCf. 

SIJ(m'IlTfJ! 

,---'J ):dll nnd I 

lJ»dAto ~ 

'L=S~--'-l 
- ~-. -- ~.u~~ ~ 

~'Tnll _J 

-----

Ihmo 
Order 

.s~qunrinl\l 
CO!'Y of 
X-llot t'llo 

TI!MISl.~il· cllm 
SUII!:YI3'I'IN 

_.,:' 
ltoT',wl 
Pt",.:rnl1\ 

__ 1_'1 
TII.1l11\ ('II t 
C)'ell h)Xll't 

.. ......--
TII\U 1'1'(1<:01)(1 in l'lln nWIlt.hly. 



• 

• 

llencriptioH of Programs in l)ropot3cd Syntcm . 

Edits oa,eh fiald em transaction for va,lid codes_ Compares rCl'lpondont ):w.me 

"lith name crOEls .. ref'el'once file r.md gene)'~E\tc6 a. \'I'al'1'1ing :l.f there i.s no match. 

Producon an e.u~i t Jl:ra:ll and an error e:r.:ccption report.. Ont} of t.hc V/iSCOl1.L;in 

progr.ams 'co \)0 rnodHicd. 

Edi to caoh tJ'.::msac·hiOll rC:lcQJ:"d for valid foma to Checkl:; for rt":quirod fiellla 

or ccmb:i.nations of fiu.Lds. Produces an a.udit tra.il and ElIl error excep1iic)ll 

report.. Ono of t.hc~ Wisconsin programs to be modified. 

Updates compJ..;iillt file ur.dng va.lida.ted t:r.nns~lctions.. Elltira rocords or 

fields \'!ith:l.n 0. rel';ord nlay be added, c}mngc:d, 01' deleted.. P.roduc<.~s au a.ml:l.t 

trail £md em error mcceptioll l.'Cpoi't. One of the \lisconsil1. progra.n1s t:o be 

tnodif:i.cd~ 

Ronort 1 (li'i ve·-ol~ •• Hox·c) ;;.;.;;..;>-------

Pr.oduces a roy)O).'t of nJ.l rospondents aga:i.llE;t "thom five or moro complaint;s 

havo beeu rcceivl.1d fJta.to"dde. If alia.o(:w Imve been used, all complaints 

ago.:i.ll.td; nn.y al:i.no urI':) 0.100 included.. This roport ,'/ill bo l~l.'oducod 011 micl'()f:i.J.m~· 

B2.l;>..2i.~ !1-. (Complaint List.int;) 

Produces D. listing, by US014 agen.cy, of D.ll complail11;s r<;l(~eivod by that 

agoncy. ThiF3 r0110rt ro.ferencos complnints rl'!coived by eIther agcncies aga.ino·~ 

the SOllie l'cspon<lt.mt. The rOl)ort will be produced on mic):'ofichc-. 

11.~l~~..)~ (Annlyois of Complaints) 

Produces a stp.til;tioal l'G1JOrt showing the va.rious typos of activity ,,/ithin 

• th~ Bto.te.. Hopol't io bl'(iiten dO\m by ugency and statEl't'i'id('\. 0110 of' tho 

\~i6COllBi11 proernms to bo modified .. 

17 



, 
B£J?()l.:.t:...2.~ (Anulysis of Complaints) 

SDme ns Report 3A. 131'01<0n down by county for use by the C(ll..U'lty District 

AttornC:Y£I. 

lleport 3C (Anulysis of Complaints) 

Some as Hop()rt 3A. [jtatistic~; tabulated for a specific l.lUsiness. for selected 

agency or group of agencies. 

l~0E.~rt _!t (Report Selector #1) 

Any cOll1binut:i.on of the follo\'ling reports can be selected: lint of open casco, 

consent and jurle;cmcnt ordors, complaints by county, complaints within a hur.;incss~ 

'llle complaint fl.:Le is read and report rocords al'e selected and reformatted 

fO:l:' oach of the selected reports'. These records are sorted an 1 passed to 

Report 5 for printing. 

,gopo:r;;.2. (Report YJri tcr 7'/-1) 

Prillt~~ the rocords purmcd from Heport I,.. Up to L. repor'~s can be l)).'inted 

using thi/;; proGram n 

&tme ·as Repori.~ J+, ~or special reports not yet deterrn:i.ned. 

l~.C!l)O_d~1. (Heport \vri tel' ~~2) 

Pr:i.llts the recordr;l p;tssed from Heport 6. 

Edits cror:;o-l'cfcrcmee tJ"r;lllrmctl.Ons. Updates the name croGc,·-reforenco mc:,wtor 

file \Ill th the va.J.:i.r.l transactions. Produces an audit trail and all 01'1'01' 

exception report. 

Produ ces a croDs-rei'cronce Ii,stine; of all na.llles and i:ll:i.a~cl3 on th(~ filo ~ 

Prints errors and exceptions i'r()m the complaint edit and llpdilte pro6rCl.ms. 

• The" errors will be darted tOC;e-Chcr so that all orrors for one complc1.int 

appcm~ togeth.er. 

18 
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• 

• 

Editn tranGien t; ere ... , transactions. UJ.>da tes tho transient e1'0'" m~~sto1' fHo 

\'lith the VL-l.lid trallsactionn. Produces an audit trail and an errol:' exc:cption 

report. 

TrflJ1sinut C)'OW List:i.nr: u ___ ...... 

Produces a report shovling truns:i.ent erew activity in California. 

'.l.1J.le abOVE) two prog.l'&ms make up all independent subsystem of this project. As 

they are not c:l:'i tical to the operation of the system u's (;\. \-,hole, their 

implementation will be cl~11ayed un.til after tho six month evaluation period • 

19 
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• 

• 

Irnplem(Jntation Plan 

In order to refine the system operation before offering it for \',holosule 

statO\vidc usc, there will be a six month implementation poriod. fL~le 

pa:r.'ticipo. ting uscr D.G(mcies will be providine; constnn t fcedbC\ck throughout 

the longt.h of the implelllentation period concerninG reports, processing 

schedules, and the D.dcli Hon and deletion of codes based on usaagc. r.rhc 

participDntfJ were selected on the basis of geographic location and type of 

agency (Diutrict Attorrioy, RegUlatory Board, etc.)" In this mDnner a 

representative cross··section of the potential user population was obtained 

in order to pr.operly evaluate the system. The partic:i.pants hnndlo about 

2276 of tho total probablo system volume. They a..:re listed bela\'!. 

AGENCY AN,tnJ ~T:.!.l!!ll!!}.~lm...2F C OHPI.,.o.IN~~ S 

Depnrtntcmt of Justice 
A tt.urnoy General .- sta tat'lide 15,000 

Depo.rt.lll eX! L of CotlfJtuner Affail's 
Boa~~dc:/Burca tW 

Au r.ollloti ve HCl:la.:i.r 20,500 
ContractOl'tl 3/+,000 
],i'uncraJ. D:iroctors 300 
Hcp.':tir Flcrv:Lcetl --6 6ee 

-~ 
7'r<::')(":::> 61, /100 

\ ,- '- "":'" ,.,. .......... 
],) '" .." _.-

County Consumer Protection ro" "') .. .) 

1\ec:nci(~s 
LOG Angeles ·42--;GGG-
0)"('I,n5(> -1.1-,..aGo-
S:t Gl'WH em to 1,300 
San l"rancisco 3,600 4,Q.~-'.~ 

S·Ultn. eru::; •. ll,OOO 25,700 

Dist:dct A'd:orl'leys 
(Coun'li.cs) 

Alameda '800- I 0::l0' 

Contra Cosb. 1,100 
Lor. Anc;elos 2,000 
Soc:ramonto 1,300 
SI111 ])iG~o 1,100 
San Hateo 400 
Santa. Clara ,1.1.9..9.2.. '1,700 

TOTAl, INI'J:llAL PAWl'ICIl'AlrlON 109,800 

20 



Pilo'!; , J~vHl 11.'.1 t:i.on . --_ .. -----. ......... _ .... _.-
In addition t.o the On£1;Oi11(; evaluation of the system, r.md the modifiC<J.tions 

made in r(:sponse to thOHC ovalua tiona, a final cvalua t:i.O!l Hill be meHle [l t 

tho end of 'the six month implemon1.~ation poriod. If Dlly chun~;0s to the syntcm 

ar(~ inrlicat(!d after 'thin cv:uluution, they \'Iill be Olnde nt this })oint., 

Tbe gOD,l of the pl'ocrnm is to ucld 5 - 10 new uoer agencies each year, and to 

Qventually j ncludc in this system nvery complaint handling agency in '\:;11e 

r:rLutu. Obtaining a minimum of tv/cnty-five user ugeneien is crit:i.cal to tho 

SUCCCGS of thic-; )?X'ogrl.tm. vJithout a large data b[J.oe, the reports c;encrated 

".lill be incomplete or lYIay oven prosent an inaccurate picture of statcwide 

complaint Hctiyity. This \·,i11 at 1)0st dilute the effHctiveXl.eso of thE: program, 

and at "Iorst. chEumol :invost~iGr.i.tory efforts away from tho rectl probl~m areas. 

DurinG tho imp] cmantf:l'\~ion period, and for 'Cl.}!pl'oxitllately tho firGt j'c:ar and 

a lw.lf of sti:d:c\'l:i.doopol'ation, fedoral gx'ant funds w:i.ll pay the complete cost 

of the proGl'illll 0peJ'atioll. ~l}lel'e \'J:lll bo no problem scourine; US(~l'S. The 

met.hod of continued funding at the end of the grant may, hm'lover, affect 

both current tJ.lld future users of the syst:em. If the GJ'Gtt;;ill is to bo comJ:llo{~oly 

user funclcd~ some 1.I.1301'G lllay have to \'l:i.thdn;l\'l f:com particip(;d:ion due to 

.bucl~otCl.ry constrHillt,.~:;~ Others \trill not becoll\e ne\,1 users for the same rC':\SO!l. 

It \'1ill bo m()E:;t dcsil'n1!le, theroforc, to obtD.in either another fodoruJ. 

grant, 0),' part:i.ttl or completc state funding of this oystcl') ~d; the end of the 

current grant. 

'l'his eV(thlat:i.on \'lnl b(~ made on the basis of the pcrformn.n(.;c and IllCastt}.'cliwnt 

'. criteria ·p).~evi6usly :i.ncl:i.cat.(~d ill this study. 1m 0Yaluatioh plD.n \·Till be 

21 



I 

• 

6ullll1i1.i;cd t.o thC' J)cpnr'bllIont of Fillance 3 - G monthn prior to tho EtchlD.l 

eva.luation. It will occur uftcl' the first full year of implom()nt1'l.tiol1~ 

22 
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APPENDIX F 

• Detaj,J,0d Oost Est:i.ma. tee> 

• 



Alternative '1'\'/0 - Htmual Sysccm 

, FIllS'r YEAR coeTS (1976/77 dollars) 

• 

• 

I. Personnel Cost::! 

A .. Dcvelop11011t (3 months): develop input forms, 
,oll'ite USCi' irwtructions and procedures, etc~ 

1. Proj~ct DIrector (5?6) 
2. l?rolrcam Hanager (S.S.I1. III) 

B. 

3. S'l:nff Services Analyst 

4. Sonior stenographer 

. 5. ,C)enior Clerk· ( 2) 

6. Personnel Bcnefita 

Production (9 months) 

1. l:roject Director (5%) 
2 .. PrOlP'tlm Hannger 

3t Staff Services Analyst 

l~ • Senior l~tenoGrapher 

5· StD.tistical Clerk (h) 

6. Scnio:!:' Clerk (2) 

7. Clel'k ~Pypi~3t (3) 

8. Olork II (12) 
9. Persl)u.ncl Benefi to 

(1~) 

II. Opel.'at:i.ur, Exponl:;oG and Equipmen'c (12 mon.ths) 

A. Trnvel (1000/l110n1:11) 

B. Gcnor.ql o-l)~r.:~t:i.nf~ E:q)OllliC 

('129,512/yoo.r) 

c. Equip:nent (8000/year) 

383 
.5,7J}8 

2,750 

2,lJ69 
4,821~ 

3,963 

1,151 
17, 2L~J+ 

3/+,603 

'1,40"1 
28 f 9111~ 

11~,1+72 

18,225 

'12,900 
47,761 

12,000 

129,512 

28,000 

TOTAL First Year Cost 

1 

.--------------------.------------------------

20,137 



" 

• 

• 

SECOND Y'l~AH Cml'rS 

J.~ Personnel Cootn (from Table 6) 

... 10% Inflation 

+ 2.4.!)~~ BonefitB 

A. 'l'rave1. 12,000 -I- 10% 

B. Gene!'DJ. OrJol:'nting J~penEle 

159,152 + 10%· 

c. Equipmoll'~ 

3'+7,565 

34,?57 
93,669 

13,200 

17.5,067 

7,000 

TOTAL Second Year Cost 

THIRD YEAH GOS'rr:l 

I. Persol1nel Cor;ts (from Table 6) 

+ 20?~ 111f.1atioll 

+ 211-. !5?!, Bone!:i. t:o 

IJ.. Operatinr, K"Cpclloes and F'..quipmoll'l; 

A. Travel 12,000 + 20% 

B. Gcmcl:'al Opel7atinr; Expense 

188,'192 "" 2cr~ 

'+10,289 
82.,058 

120,625 

1l~, 1j.00 

226,550 

TOTAL ~!ird Year Cost 

2 

~'75, 991 

195,26'7 

671,258 

860,922 



, 

I 

• :; 

Alto:r.nut:i.vc Two .. Hnnutl Syotcm (Gtll'l't.) 

J.<'OURTII YF.Jd,~ COn~~$ 

I. Pel'sonnel 00Gt8 (:from 'l.'ablc 6) 

+ 30;6 Inflation 

+ 2J.~.5/~ Benefits 
"'. 

II. Ol)C;wtil1(! l:}:l'0nrws and lDquiplllent 

A.. ~'rav(}l 12,000 + 30% 

Bo GCllcl'nl Oper'ating Expense 

218,11'32 + 30% 

C. }Jquip:lIcnt 

1~76, 638 

142,992 

151,809 

15,600 

15,000 

TarAt Fourth Ycar Cost 

FIFi'H YEAH COSTS 

I. l'cl'I3onnel Codo (from T.able 6) 

"" l,cy'!~ InflHtiol1 

+ 24.5~~ B~mefito 

II. Opr.I'ating F,xpc.:nr;Qs and l~quipm(lnt 

A. Travel 12,000 + 40~6 

B.. General Operating Expense 

21+8 ,072 + 40% 

537,8'11.,. 

215.,125 

18l~,~!10 

16,800 

7,000 

TOTAL li'ifth Year Cost 

" 

3 

771,1+39 

1,086,001 

937, l'09 

371,101 

1,308,510 



H(111-y~Ur1:i COll\l'l.Il·cc1 on IB25 vwrking hours p(n" yeal: (S.P.B. Cnlculut.i<.m) 

.ypot. ... heSGs: . 
110,000 complaints per year 
17 users 

Functions: 

• 

• 

1. Processing of input. and follow-up docUlnent.s, complaint matches, 
purginsr of closed complaints. 

A. Receive and sort original documents daily. 
Intorso~t with existing documents. 
User files sort and entire file sort @ 
1/2 minute each pc:!!' document 
110,000 min. :: 1,833 hrs. i 1,825 = 

B. Receive and sort follow-up documents daily. 
Intcrsort with existing files. 
Both sorts @ 1/2 minute per document. 
110,000 min. = 1,833 hra. ~ 1,825 :: 

C. Check for and convert to established 
respondc~l'lt name. 
Cro£H'-'J:'cferencc to all knm<ln names 
2 minutes per doC\.lm(~l1't avcnlqe 
220,000 rn:in. ::-: 3,667 hr8. ~:"I-;825:: 

D. T.Jocnte and li~)l: ag011CY "matchE~s" dai.ly. 

E. 

Send listing weekly. 
15% mat.ch factor = 16,500 matches 
per yanr @' 2 minutes per match.' 
33,000 min. = 550 hrs. ~. 1,825 :: 

Update mntch listing with follow-up and 
crosf~-rGf0.J=enc:i.llg @ 1/2 minute uvcr0-9~. 
per uocumcl1t. 

1.00 m.y. 

1.00 m.y. 

2.00 m.y. 

.30 m.y. 

8,250 min. = 138 hrs~ ~ 1,825 = .10 m.y. 

G. 

'J~ype \'1ookly match report from entire 
file, including original and follow-up 
info.rmation, using magnetic card selectric 
typewriter for updating capability. 
33,000 adds and dcletes per year @ 50 
pGr hour. 
660 hra. f 1,825 = .35 m.y. 

Fat.igue factor, ndscellc:ll1<?otl.s office and 
personAl functions @ 1 hour per working day. 
4.75 mnn-years x 12.5% = .60 m.y. 

Total Man-Years - Function # 1 5.50 
(rou'llded) 

. \ 

·1 



• 

• 

2. Preparation of regularly scheduled reports. 

A. Re~ort of 5 or more complaints in 2 or more 
agencies against the samc respondont. 
Issued monthly and composed of 10% of 
total file. 
Adding of nevI respondents @ 1 minute each per 
i:ral1.saction 
11,000 min. = 183 ~ 1,825 -

Typing of report - mAgnetic card 
)\dc1i 1:iollS @ 1/2 minute each per transaction 
5,500 min. = 92 hrs. ~ li825 = 

B. St~tistical reports for user files 
(bi-monthly) and entire file (quartE.::lrly) 
including 140 cate.gories on original and 
follow-up docuJnent:s, with period and yoar~· 
to'~date comparisons. 

1) Daily posting 'of categories @ 1/2 
minute per document 
110,000 min. =1,833 hrs. + 1,825 = 

2) Totaling of uscr (17) and entire 
file (1) statistics @ 2 hours each 
for 10 n;::ports 
212 hrc. ~ 1,825 = 

3) CalcuJ.ating percentages and preparing 
reports @ 6 hours per report 
17 x G hours x 6 reports 

1 x ~ hours x 4 reports 
636 hours ~ 1,825 = 

4) Typing reports @ 2 hours each 
17 x 2 hours x 6 reports 
J.x 2 hours x 4 reports 

212 hr8. + 1,825 _. 

C. Fatigue factor, etc. 
1.75 man-yenrs x 12.5% -~ 

Total Man-Years - Function # 2 

3. Inquiries by telephone 

A. 3 per week per user, 15 per day 
per non-user @ 5 min. each 
32,760 min. =' 546 Ilr s. .;. 1,825 = 

5 

.10 rn.y. 

.05 m.y. 

1. 00 m. y. 

.J.5 m.y. 

.35 m.y. 

.10 m.y. 

.25 m •. y. 

2.00 _.-.... _--.- .-

.30 m.l'. 



, 

• 

• 

a.Fatigue factor, etc . 
• 30 x 12.5% = 

Total Man-Years - Function #3 

4. Special reports 

A. Entire file search, one year's activity. 
Specific product, service or general 
busjness activity. 
Comparison of curr.ent period to past 
period of each category on input and 
follow-up documents (140) 
Reports of 10 most complained against 
businesses prepared semi-annually 
(repr(:lsents 2/3 of tota1,c~mpJ.aints) 

Search for documents 
73,350 x 1 @ 3 per minute 
73,350 x 2 @ 3 per minute 
73,350 min. == 1,223 hrs. + l,825 = 

Post category information 
293,400 dOCU111(\nts @ 1/2 minute each 
146,700 min. = 2,445 hrs. + 1,825 = 
Total categories @ 2 hours each r~port, 
each year 
00 11r8 . .; 1,825 == 

Compile individual and total statistics. 
20 reports @ G hours, 2 reports @ 12 hr8. 
144 hrs. + 1,825 == 

'1'ype reports 
20 reports @ 2 hours, 2 reports @ 4 hr8. 
48 hrs. + 1,825 == 

B. User [i,J.e search, one year's activity 
Sallie as "Alf 
Users will request an average of two 
reports per year 

Search c:mc1 pos~ operations as in part "All 

Total cate.gories @ 2 hours each report, 
each year (34 reports) 
136 hrs. ~ 1,025'= 

Compile individual stat.istics 
34 reports @ 6h'rs. == 204 hrs •. 1 1 825 = 

'rype report:s 
34 x 2 hrs. = GB hra. + 1,825 = 

.05 m.y. 

.50 
(;;;;;ded)' 

.65 m.y. 

1. 3!5 m.y . 

.05 m.y. 

.08 ro.y. 

.02 ill.y. 

2.00 m.y. 

.05 ro.y. 

.10 l'n.y. 

.05 m.y. 



, 

• 

C. Entjre fila scnrch, one year's activity. 
Specific problcm(s) irrespective of 
business type7i.e., contractual problems, 
weight s110r I;age.s, mail-order schemes, etc. 
Comparison of current to prio'r period, all 
categories. 
Report of 10 most frequent problems 
prepared semi-annually. 
(rc-lpresol11:s 80~, of tot.al complaints due 
to multip1G category selections) 

Seat'ch for document.s 
88,000 x 1 @ 3 per minute 
88,000 x 2 @ 3 per minute 
88,000 min. ~ 1,467 hrs. ~ 1,825 -

Post category information 
352,000 documents @ 1/2 minut.e each 
176,000 min. = 2,933 hrs. ~ 1,825 = 
Total categories @ 2 hours each ~eportt 
oach year 
80 hra. ~ 1,825 = 
Compile individual and total statistics 
20 r0porls @ G hours, 2 reporto @ 12 hrs. 
144 hn~ • .;. l,8?S = 
'l'ypc r(!}?Ol~t.S 
20 repm:-t.s @ 2 hours, 2 reports @ 4 hrs. 
48 hro. f 1,825 = 

D. URcr filo se~rch, one year's activity. 
Same c).s "C" 
UserD will l:oquest an average of t\<70 
repm~ts per :yoar 

Sew.rell and pos·t operations as in part "C" 

Total categories @ 2 hours each report, 
Gael) year (3 1\ l.:'<,!ports) 
68 lIn1. +. 1,025 = 

Compilo individual statistics 
34 reports @ 6 hours = 204 hrs. + 1,825 -

'l'ypo r0pOl~ t.s 
34 x 2 hrs. ~ Ge hrs. + 1,825 -

E. Fatigue factor, etc. 
9.50 man-years x 12.5% -

• 'l'o'ca1 Nan-'Yenrs - l?unc;·tion ~f 4 

'7 

.80 m.y. 

.05 m.y. 

.08 m.y . 

.02 rn.y. 

2.110 m.y. 

.05 m.y. 

.10 m.y. 

.05 m.y. 

1.20 nl.Y. 

10.50 --_. 
(rour1C.1ed) 



Complaint tracking, trending and special 
alertfj. 
IdentificRtion of consumer problems and 
<;levelopment of solutions for legislative 
proposals, law enforcement personnel and 
for the Director and staff of the Department 

Total Man-Years - Function # 5 

.. 6. Administrative 
Program N<.tn:)9Cr 
Secretary tu Manager 

Total Man-Years - Function # 6 

, 

• 
8 

11 •. 00 

(..00 



l\l,I,OCNl'TON OF PlmSONN1~L '.l\() SPECIFIC It'UNC'l'lONS 

Function # 1 - 5.50 Man-Yoars , (1) 
(4) 
(1) 

Senior Clerk (50% supervision) 
Clerk II 
Clerk-Typist II 

Function # 2 - 2.00 Mun-Years 

(.5) Senior Clerk (100% supervision) 
(2) Clerk II 

Function I 3 - .50 Man-Years 

(.5) Senior C10rk 

Function # 4 - 10.50 Man-Years 

(2) Stnff Serv)cos AnaJ.yst (25% supervision each) 
(2) Statistical Clerk 
(G) Clerk II 
(1) Clerk-Typist II 

.unctJ.oncJ' 5.-c4 .. ~~ M:n-Years. 
(2) ~lt.Clff L'Gl.,\lce .. I AnCllyst. ")3" (50% supervision each) 
(2) Statistical Clerk 
(1) Clerk-Typist II 

Function # 6 ~ 2.00 Man-Years 

(1) Staff Services Manager III 
(1) Senior Stenographer 

Total Man-Years 27 

• 
9 



MANUATJ 8YBfl'1~H COSr:J.'S- ONGOING PIWGRl\H 

Man-years computca on 1875 working hours per year (S.P;B. Calculation) 

" 

Iypot:heses:' 
300,000 complaints per year 
75 users 

Functions: 

• 

• 

1. ProcessillC] of inpul: and follow-up documents, complaint matches, 
purging of closed complaint~. 

A. Receive and sort original documents daily. 
Int(~rsort with exinting documents. 
User files sort and entire file sort @ 
1/2 minute each per document. 
300,000 min. ~ 5,000 hrs. ~ 1,825 == 

B. RecoivG and cort follow-up documents daily. 
I~torsort with existing files. 
Both sorts @ 1/2 minute per document. 
300,000 min. == 5,000hrs. + 1,825 == 

C. Chock for and'convert to established 
respondent name. , 
Cross-reference to all knm~l names 
2 minutes per documont average 
600,000 min. == 10, 000 hr~s· . .;- 'T, 82~) ~-

D. r,oca'to and list: agency "matches" dnily. 
Send 1 if; !:il1~r \·)C~Jdy. . 
15% match factor == 45,000 matches 
pel: year ,@ 2 minutes pc?!r match. 
90,000 min. = 1,500 hrs. + 1,825 = 

E. Updnte ~atch listing with follow-up and 
cr088- rofcrencin~J @ .1/2 minute ~a~Je 
per docuInC'nt. 
22,500 min. = 375 hrs. + 1,825 -

F. rrype Vlc0.kly mat.c,h ropor'!: f1:0111 Gl1t.:ixc 
file, including original and follow-up 
information, using mag~ctic card solectric 
t:ypewri t(~r for' updating cap~lb:Lli ty. 
'90,,000 adds and deletes pel: year @ 
50 per hour. 
1,800 hrs. ~ 1,825 = 

G. "Monthly purge of closed complaints over 
12 month~ . old @ 95% of one month's 
complaints. 
25,000 x 95% @ 1/2 minute each per month 
for both files = ~70,OOO per ynnr x .50 
2 [1 5 I 000 Ini11. = 4, 750 llr s. -;- 1,825 = 

10 

2.75 'm. y. 

2.75 m.y. 

5.50 m.y . 

.80 m.y. 

.20 m.y. 

1.00 m.y. 

,2.50 m. y. 



, 

• 

l 
I: 

• 

II. F'aU que fuctor., misc('.l11anCOlls office and 
pt1nional functiolls @ 1 hour per working day. 
15.50 man-years x 12.5% = 2.00 m.y. 

Total Man-Years - Function # 1 

2. Preparation of regularly scheduled reports. 

A. Report of 5 or more complaints in 2 or 
more agencies against the sarno respon
dent. ISf:med monthly and composed of 
lOt of total file. 
Adding of new and purging of old res-
pondents @ ], lninut.e each per transaction 
60,000 min. =.1,000 .:. 1,825 = 

Typing of report - mag. card 
Additions and deletions @ 1/2 minute 
each per transaction 
30,000 min. = 500 hrs. + 1,825 = 

D. Statistical reports for user files 
(bi~'monthly) and entire file (quarterly) 
:i.nc11.1dinq 140 catogories on original and 
follow-up documents, with period and 
year-to-date 6omparisons . 

1) Daily posting of categories'@ 1/2 
nlin1.1t:e P(~X: document , 
300,000 min. = 5,000 hrs. + 1,825 = 

2) Totaling of user (75) and entire 
file (1) statistics @ 2 hours each for 
10 reports 
908 hrs • .;. 1,825 = 

3) Ca1c~lating percentages and preparing 
reports @ 6 hours per report 
75 x 6 1101..11:8 x 6 repor'!:.s 

1 >: G hour s x 4 reports 
2,724 hours; 1,825 = 

4) Typing reports @ 2 hours each 
. 75 x /. h0\1r~1 x G repol."ts 

1 x 2 hourD x 4 reports 
900 hrs. + 1,825 = 

c. Report of opcn cascs, transmitted quarterly 
b}1 t.elephone. 
1\11 ()POl'l. cases older than current 1.2 month 
pC]7.i.oc1 . 
75 tclnp~oh0 call~ @ 30 minutes each. 
150 hrs. ~ 1,825 = 

11 

17.50 

.55 m.y. 

.30 m.y. 

2.75 m.y. 

.50 m.y. 

1.50 m.y. 

.50 m.y. 

.10 m.y. 



~ t, 

• 

• 

D. Fatigue factor, etc. 
6.20 man-years x.12.5% ::: 

Total Man-Years - Function # 2 

3. Inquiries by telephone 

A. 3 per week per user, 15 per day 
per non-user @ 5 min. each. 
78,000 min. = 1,300 hrs. l' 1,8.25 ::: 

B. Fatigue factor, etc . 
. 70 x 12,5% = 

Total !vlcm-Years 

4 .. Special reports 

Function ~~ 3 

A. 'E~tire file search, two year's activity. 
Spe?ific pro~u~t, service ,or general 
bU81ness act1vxty. 
Comparison of current year to past 
year of each category 'on input and 
follow···n]) documents (140) 
R€:ports of 10 IIl0st complained against 
businosses prc~par(::d semi-annually 
(represents 2/3 of total com~laints) 

Search for documents 
800,000 @ 3 per minute 
266,670 min. = 4,445 hrs. + 1,825 = 
,Post category information 
800,000 documents @ 1/2 minute each 
400 , 000 min. ::: 6, 6'l 0 hr s. 7- 1, 825 1::1 

Total categories @ 2 hours, each 
repm:t, each yoC:Lr 
80 hrs. ~ 1,825 = 

Compile individuul and total statistics. 
20 reports @ G hours, 2 reports @ 12 hrs. 
144 hrs. t 1.825 = 
~l'ype reports. 
20 reports @ 2 hours, 2 reports @ 4 hrs. 
40 hrs. + 1,825 = 

B. User file search, two year's activity 
Same as "1\". 
U BarS wi.ll reque::Jt anaverago of b\1o 
rcpOl: l:.S per year 

Sea:r.:ch and post opeJ~atidns as in part: "A If 

12 

.80 m.y. 

7.00 

.70 m.y. 

.10 m.y. 

.80 

2.50 m.y. 

3.65 In.y. 

.05 In.y. 

.08 m.y. 

.02 In.y. 

6.15 m.y. 



, 

• 

• 

. . . 

Totr.1.l cutegories @ 2 hours eucll report, 
each year (150 repo~ts) 
600 hI's. 7- 1,82-5 = 
Compile individual statistics 
150 reports @ 6 hra. = 900 hrs. i 1,825 = 

Type reports 
150 x 2 hrs. ~ 300 hr~. f 1,825 = 

C. Entire file sORreh, two year's activity. 
Specific problem(s) irrespective of. 
business type i i. e., contractual problems, 
weight shortages, mail-order schemes, etc. 
Comparison of: ~mrr(mt to prior year, all 
cut:c:::gories 
Report of 10 most frequent problems 
prepa):cd semi·-annllal1y. 
(represents 80% of total complaints due 
to multiple category selections) 

Search for documents 
960,000 @ 3 per minute 
320,000 min. = 5,335 brs. f 1,825 = 

POflt cato9oJ:Y illformat .. 1.on 
9GO,OOO documents @ J./2 minute each 
4 B 0, 000 min. :.: 8, 000 llr s. '';' l, 8 ~~ S :.: 

Total cutegories @ 2 hours each report, 
each yoal: 
80 hra. i ~,825 :.: 

Compile individual and total s·tatistics 
20 reports @ 6 hours, 2 reports @ 12 hrs. 
144 hrs. ~ 1,825 :.: 

Typo reports . 
20 reports @ 2 hours, 2 reports @ 4 h~s. 
48 h17 B. -;- 1,825 = 

D. 'llr.4m~ file soarch, two year's activity. 
Sumo as "C". 
Users will request an average of ~wo 
reports per yoar 

Search and post operutions as in part "c" 

Total categories @ 2 hours each report, . 
each y(:;1:1r (150 reports) 
600 hrs . .;. 1,82.5 

13 

.3[5 Ill.y. 

.50 m.y. 

.15 m.y. 

2.90 l11.y. 

4.40 In.y. 

.05 m.y. 

.00 m.:y. 

.02 In.y. 

7.30 In.y. 

.35 m.":J.T • 
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Compile: inr.l:ivic1uCll Btnl:isi:icG 
]50 reports ~) 6111:8. :: 900 111:8. ; 1,825 --

'l.'ype reports 
150 x 2 hrs. = 300 hrs. : 1,825 = 

E. Fatigue factor, etc. 
29.20 man-years x 12.5% = 

Total Man-Years - Function # 4 

5. Complaint tracking, trending and special 
alerts. 

6. 

Identification of consumer problems and 
development of solutions for legislative 
proposillf3, law enforcement personnel and 
for the Di~ector and staff of the Department 

Total Man-Years - Function # 5 

1\dministrative 
Program Manager 
Administrative Assistant (Office Manaqcr) 
Secr<:::tary t.o HcUlnt]0J: 
General Clerical support 

Tot~l Man-Years - Function #'6 

14, 

1 

.50 In.y. 

.15 m.y. 

3.,G5 m.y. 

33.00 _._--_ ... -......... 

(rounded) 

7.00 

4.00 
-"-------



):"Ul1ction 11, 1·· 17.50 N,ln-YcHr5 , (2 ) 
(lG) 

(J. ) 

sani.or Clerk (75% su.pel:vi~:don ouch) 
Clerk n: 
Clerk-'l'ypist II 

Function I 2 - 7.00 Man-Years 

(1) Senior Clerk (100% supervision) 
(G) Clerk II 
(1) Clerk-Typist II 

Function fr 3 - .80 Man-Years 

(1) Senior Clerk 

Function I 4 - 33.00 Man-Years 

(5) Staff Services Analyst (40% supervision each) 
(5) Statistical Clerk . 

(211) Clerk II 
(1) Clerk-Typist II 

•
c'unction ,i~ .. 5, .'~~. 7, ."o~ .M:n •• Y, car: . 

( 2 ) ~q f f ,., . -. 1 l .. t II 13 II ( r:: 0 ?u' ",' "" l' r) 1 e c} ) oJ I.d ..• )0]. V:J,.C0.., .\lla. y., . oJ supo,;o:rv.L:l .\ '1 ,a'} 
(5) statisticDl Clark 
(1) Clerk-Typist II 

Function # 6 - 4.06 Mun-Yours 

(1) SLoff S~ryices Mnnager III 
(1) AdministrativQ ~ssistant II 
(1) Senior Stenographer 
11) Clerk-Typist II 

Total Mun-Years 75 

• 
1c• ~) 
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MANUAJJ SYS'l'EH COkJlrS 

l~P~NDI~URES (1977 dollurr,) 

Personal Services (bottom f.'ltop) 

Stuff S0.rv:i.ces 1,1t.lllage):' III @ U1~916 
Adm:lnistJ'D. tiV8 Ar..:1ist'.:mt n G) ~~ 1 ,1~l~'7 
staff SOl'vices AI11:l1yst. @ ~~919 
Seniol" Stelloe;ral'hol' @ $823 
Statistical Clerk @ ~~801f 
Sonio1' Clerk @ $80l~ 
Clerk-'J~jrp:i.st: II @ ~~675 
C1.0)'I~ n @ ~6?5 
Staff l1encfits @ 2/+.5% 

Totl'-l.l Personal Servic:es 

OpQr'::l tine lDxpenscs Lmct Equipment 

Gcn.ernl lilY..p"l1oe 
Printinf, rind !'octo.gc 

& 1,003 

ComlilunicationG (lnol .. H.A.T.S. line) 
TrcnreJ. 
R~H1t (~~G50 pOl' + l,O% files & otoro.Go) 
COPy\,/ol'k 
Adminifr~l'n,tiv(: t State\·lide and 

General Services P)~o··rata. @ 8% ~~~ 
Equipment (Amortized) 

Total Opere E>~p. and l~quip. 

'~ottll COG tu 

No. -
1 

° l~ 
1 
4 
2 
3 

12 

27 

Fil'st Year 

D()~ 

~~ '22,992 

ll·6,128 
9,876 

38,592 
19,296 
2L~,300 
9'1,200 

_..2},201" 
.~~2!,6~~ 

23,01~j 
12,000 
23,000 
12,000 
25,600 
10,550 

!!o~ 

1 
1 
7 
1 

10 
/f 
5 

1,16 

75 

Ongoing 

DoJ.lm~s ---rwo---
$ 22,992 

17,364 
8?,236 
9,876 

96,480 
38,592 
110,500 

372,600 
166 ?5? 

1ffi1vrwl _~1!11_ 

5'1 t 113 
30,500 
35,000 
12,000 
68,250 
2/t ,~300 

-_.-.'._-

NOTE: Ollc;oin;1 CtH3tn ):,OPl'N:;'~t',t; the 'couts after full implotncntr-ttion (300,000 
COnlp) aill'L£~ pOl' year) ~Ls acId-eved. The proj acted fifth yeiu' costs of. tlw 
manual system nrc ,."ol,lrting to\'U;l.rd thene costs~ as the estimnted fifth yeaX' 
volullle is l<.ws ·~ha.n tull i.1l1)?lelll(Hltation • 

16 



Aw,'EHNNrrVE ]'OUH ... NJf:') AUT014J\1'ED SYSTJil,t (Con' t. ) 

, II. Opel'ntinc l!;-xpenses and Equipment 

A. Travel 12,000 + 20% 
B. General Opem t:i.ng l!:;xpensc 

11·0 f 900 + 20?~ 
C. Equipment 1600 + 20",.6 

D. l1icrofiche Reo.dol'G (12) 2,L~OO + 2076 
E. NiC1"of:i.che Readcr/Printers (2) 4,000 + 20?~ 

III. Compu·t.ol.' Holatcd Costs 

A. Computer 

B. Da ta l~n tX'.\, 

C. Hicrof':Lchc 

TOTAJJ 'rHIHD YEAR COSTS 

FOUH'1!H YJilAR CO's'D1 

II~ 

PCl.'L1Onnel (from Table G) 

+ 3~6 Inflnt.ion 

... 2J~. S?!, 13el'H~fi ts 

OperatinG 11.l!qwl'l/3e~ mld Equipmcnt 

A. Travel 12,ODO ... 30",.6 

B. 

C. 

D. 

JG. 

GCll 01'0.1 Opcrrt til'll! lli>:pcllse 

1+5,'100 + 30;:: 

F·t.lUir):11cnt ?6oo "" 3076 (1600 + 1000 for additional 
3 position) 

Hicl'oi'iche TIeaC1C'l".s (12) 

Microf:iche Rco..d(ll'/Printcrs (2) 1+,000 + 30% 

Ill. COlllpu1:cr Holt) ~cd Couto 

A. Computol' 

13. Da ta 1i:o try 

C.. Hicl.'ofichc 

• TOTAL It'OUH1'H YF.AR COSWJ 

19 

-

1L~, 1,00 

~~9,o80 

1,920 
2',880 
It, 800 

35,510 
106, 81~? 

1,7/,1+ 

911 9655 
• 28,:$96 

30, 11~8 

15,600 

59,020 

3,:$80 
3.120 

5,200 

L~4 t 1,16'1 

136,9lt7 

2,057 

?3,o80 --

1.lf.I~, 10'\ 

1'?3,1~9 

86,320 



• e FIF'TH Yl~AR COSTS 

I. POl'flCmnel (from ~1';;J.blo G) 

01- 4CY'~ Infltl.tiJ.lU 

-\- 2lt • .5~~ J3r.n.dits 

H. Op(~).'nt:i.l1[; I'l)!pOllSeS and 1~q\\:llJ1l10nt 

A. Tl'u.vQl 12,000 + ~O% 
B. Gel1etul Opora ting' }t~x.p~llses 

lI9~90() -I- IIO~ 

C. li!quipmmd; 2600 01- 110% 

D. Microfiche Headors (12) 2,l100 + 
E. Hicroficho Hundcl'/Pl' in '~ers 

III. Computer Related Coats 

A. C':lmputol' 

J3. ).l1. ttl. l!:11 t 1.'.)' 

C. Hicrofiche 

(2) 

/10% 
4',000 + 40% 

9l~, 655 

37,862 
32,1,66 
.. __ ...... -

16,800 

69,860 
3,6110 
3,360 
5,600 ---

53,490 
173,201+ 

1Glt t 983 

99,2.60 
....,.........-----

2,1{11 22'),105-

TO'l'AIJ Fn"\TH YEfl.H OOSTS /~93, 348 

• 
20 

I; 
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Alternutive. F'our - Ne\\' Autollmtod Syntol1l 

COOlpU tel' Helatcd Costs .- J3reakdo\-m 

(Impl~mentod at Tea.le J)"tta Center) 

I. li'irst Yea)' Costs 

A. Developm0nt (5 months) 

1. Computer 
n. ToaJ.e Duta Center 

b. ]),'3.1:0. 100 Initiation Charge 

2. Data Entry 
a. Pros:co.ms and Test Data 

bo File Crc!3.tiol1 - 6 months 
history datu 

UNITS ---

595 

3~0 

2,lt22 

Total Development 

B. Production (7 llJonthr.; .• pilot) 

10 Comput(lr 
a.. 'l'cale P_'\'\;n. Cen tor 

b. Data 100 Initiation Charge 

c. Torminal Hen-cal 

2. D<3. to. J!i\ttry 

Total Production 

315 
1 

2,753 

Total First Year Cost 

II.. ,C)ocond Yea)' Coots 

A. Computer 

1. 'l'(mlc Data Center 

f.~. Dn tn. 100 Initiu t:i.OI1 Char[£8 315 
3. TOl'lnino.l Hellt!.tl 

B. Data Entry 

III .. ' Third YCIJ.l.' Costs 

A. Computer 

1. ~J.1(.'l.\ l.c l)n tu Cent.er 

1 

6,690 

Total Second Year Cost 

21 

com.' --

il"770 

2,975 

25,368 
1 ,575 

1, 92~1 

30,283 

GI~, 932 

1,733 
3,600 

81,916 

sn, 7~'6 

30,379 

38,124 

28,868 
30,283 

59,151 
97,275 

70,265 

81,916 

152,181' 



S
". III. 
-: 

Third Year. C0I31.:8 (Con't.) 

2. ' D1.\tH 100 Initiation Charge 

3. '1.'crmirw,l R"mtltl 
315 

1 

8, 06L~ 

• 

B. D-c.t. to, Entry 

'1!ot:al '£hird Yenr Cost 

IV~Fourth Yeur Costs 

A. Computer 

1. Teale Data Ccnter 

2. Data 100 Init:i,ation Charge 

3. Term:inal Rental 
B. Data Entry 

Total Fourth Year Cost 

V. Fifth Year Costs 

A. Computer 

1. l'eC:l.le Datu Center 

2. .Data 100 Initiation Cho.!.'gc:) 

3. Terminal REmtCJ.l 

315 

315 
'I 

B. Ira tn. l~.n try 10,825 

Total Fifth Year Cost 

COST --
1,89(') 

3,96() 

106,81+:7 

111,168 

2,01+8 

1;',320 

136,9h7 

133,716 

2,205 

L~, 800 

173,2ql+ 

. . 

PaGe 2 

IJ.'OTATJ 

9l~,626 

106,847 

201 ,1~7:5 

117,536 

136, 91~7 

1/10,721 

1'13,2011' 

313,925 

. .. --.-.-""\~'. --~ 



I 

Ji.Hol'na ti va l:"'our - New Ji.u·con!ll:l:cd System. 

COllll)U tel.' Hela ted Costs - Breakdowll 

(Implemen ted at Ii'rullchise 'l'ax Board) 

UNI1'S --1 .. -
I. li'irst Year Costs 

A. Devolopment (5 months) 

1. Cbnllluter 

2. Data Jiintry 
a. Programs and Test Data 31~0 

b. File Crooi::i.on ... 6 months 2,h22 
history datu 

'rotal Developmont 

B. Proc1u.c hen 

1. Computer 

2. Dato. ],'ntry 2,753 

Total. Production 

·IJ.'otal First YElar Cost 

II. Socond Ycor Costs 

A. Computcr 

B. Data Entl'Y 6,690 
Total Second Year Cost 

III. Third Yeur COI::rr.s 

11.0 Computer 

B. D~~ tu Bn try 8,06I~ 

Total Third Year Oost 

IV. l!"oUt"~lL Year Costs 

A. COl1lputer 

B. Data l~l1try 

Fifth Ye~tr Cosb; 

A. Compu tEll' 

B. D:d:a l~n try 

9,445 

Total Fourth Year Cost 

10,825 
Total Fifth Yeqr Cost 

COS~~ -

2 t 100 

3,740 
26,639 

10,150 
30,283 

25,980 
81,916 

:6,510 
106,81,1'7 

If·It,I+67 

13(,\947 

~>:5, /190 

1 '13, 20L• 

~:O~PJi.L --... --

2,100 

30,379 

---
32,l187 

10,150 
30,283 
----
lI0,/+33 

72,720 

107,896 

142,357 



, 
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Developmental Cost 

System DeE:ll.l)Il nnd ProGrams 

Description 

A. Pl'elimina.l'Y Analysis 

D. Programs 

1. 
2. 
3. 
l~ • 

5. 
6. 
7. 
8. 

9~ 
10. 
'11. 
12. 
13. 
11~n 

15. 
160 
1 '? 

Compla:i Xl t J!:dj. t 1/1 
Complaint 1:dit t/-2 
CompJ.n~.nt UrJdf.'1.te 
Report 1 (:"-or··Hore) 
R~port 2 (Complni,nt )~:i.s'l;ing) 
Hepol't 3/\ (Sta. t:i.ntics by Agency) 
Report 3B(St.atistics by County) 
Heport 3C! (Statistics - Special 

Grouping) 
Report 4 (Select #1) 
Report 5 (4 Misc. Reports) 
Report 6 (Select #;~) 
I/eport '? (L~ Spcc:i.D.l Beports) 
Cross-Hefercnce l~dit & Update 
CrosGM·HHfl1l:'ClUCe Report 
~rl'anDiC'l~t CrcM li:dit Eo: Updato 
~J'all.si(·nt erO\l1 ilcport 
Error IJ:i.oting 

TOTALS 

24 

Programming 
OIoul:'s) 

160 
1110 
140 
200 
200 
250 

LtO 

60 
120 
160 
120 
150 
2110 
1GO 
200 
160 

1+0 

Analyr;i~3 
(Houre) 

260 

If a 
30 
30 
30 
.1.10 
70 
10 

20 
20 
30 
ItO 
30 
1+0 
30 
I~O 

30 
10 

800 

\" 



I 

Comput~r Costs 

Fb.'st ¥cOJ:.-=-J2Q..y.,Plqpmn>:l1: 
(pOl:' profS.tam, based 011 1976-'7'1 Teale RD.t(~S + 10%) 

25 cOi1lrlilcfl @ 5000 

20 t()st runn: 
2 1'r~p(l mounts @ 1.30 
pril.'l.ting 
o.pou. 

20 x 

.. 2.60 
3.00 

.90 

:: ~~125 

130 
~f255' 

10% :i.ncr(~asc in rates 2t)~l)n 
__ .... '_ .. 4_ 

Dab. 100: 35 x 5eOO 

1'?progrnnw 

25 

172:.99.. 
~-55.·50 

..2S.-1Z~ 
$7'1/+3.50 



• 

A. Job~(Bchcduled): 

COHPUTJ~R 0081'8 - nm'!AKJ)O\-JN 
Per Month, Pilot Period 

1. Compln:i.nt: Edi.t - 20 Hmes/month 
(9300 compl-nints/month :::' L~(i5 complni.nts x 20 times) 

$/1·0 (weh run 

2 •. Compldnt List:i.nr, - Hi(':t'ofj.ch(,'~ - lof timan/month 
I. cOlnpl,d.nts pCl: page::; 28, (JOO P'~0C3/tnol1th 

-I- 25~~ \.'ho get '-l0ckly '"' 2.8;000 compltlints :::: 
. 7000 pages/weck 

.$75 cHeh run 

~. Monthly Reports 

a. 5-ol.'-morc (assume 1.5'10 of: respondents hnvE! 5-or-mm:e 
COl.lplrd.nts) :::: 16,800 compll:lints or 21,000 linen 
$ 35 eHeh run 

b. Stntistics - Aoency & County (2 run~) 

15 pages Dnu l~O lines ::: GOO lines cnr.h 
$50 each 

c. Selected Reports (Compla:i.nt:s Against County Rosponc!cnts) 
All counties printed 220,000 lines 

(at least ? lines each) 7350 peges ~ $210 
3lJ 

- , 
ll·. Nmur~ Cr.OSs-Rcfcrencc-:2tT-t-im~~/month, print \·lOokJ.y ----$20 each run -/-' $75 to pri.ll.t: cross-R~~f~l!---.. ___ .. _. 

5. Trll11Sicnt Cre,'7 Report - Honthly 
$20 -I- $20 printinn 

6. On-))em::md Reports 

7. Ql\nl:t(~:('ly R()P01~tS 

fl. Open CaGeD (50%) = 55,000 lines = 

b. Con.t~cnt: ~tld Judgemetlt. order.s ::: 

+ $20 to run job 

26 

$ 55} 
$ 20 -

$ 20 

95 - 3 

TarAt 

$800 

300 

35 

lOO 

700 

.200 

30 

$ 2, 11.l~5 
2M· 

$2,689 



, e.. Additiono.l Compu tor CharGes: 

a. Testing not'>' 01' modified progrums 

b. Ter.minal transl1.ction chargos 

10~~ Error Ii'actor 

c. Dut:n storage 

110 ta.pes/month (~weragc) @ 1.30 eaoh ~52 

33'15 tl.'ucks (complnint file) 338 

600 -t;r'o.cks (,aiscellal1.oovQ) 

B. D:d',n 100: 

31 + It ::: 35 HI~gulur jobs 

60 

10% Er:t~or FnctOl

T01IAL 

GHAND TOTAL 

~ 10 ~pecinl jobs ::: 45 Yo 5~00 
c. ~'():r.mi)lt:ll Hental (pel' mon-:,h 9 appro):imatcly) 

• 
.27 

$200 

200 

. hoo 
l~O 

l~5 

1P~'95' 

di 2 'II:': i? •• C.,) 
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112,000 complaints por yent 
G month histC11':r and 6 month current during p:i.lot 
56,000 ea ell (6000 ntJ.'okeslllOUl.', $11. OO/hour ) 

1:!:&.~~gnx. (6 months) 

Initial DOCU.l1IC)1~ 

Follow-up (20%) 

56,000 >: 1/.8 ::: 

11,2?0 x 20 1/2 

Verify (8500 strc)}.;es/hour) 

In:i.tial Document 56,000 x 155 ::: 

l!"olloVl··Up (25~O 11~~000 x 2'1 1/2 

Verif.y (8500::d;l.'okes/hotlr) 

Datr.\ Entry for PX'osrams: 

:: 

S'.r.ROKF~S --_ .............. .... 
8,288,O()O 

229,600 

8,517,600 

8,680,000 . 

385,000 

9,065,000 

17 progJ~nms @ 20 hours each::: 3110 hours -$371~·0 
(Dev(:!loI':i1C:l1t) 

Produd;ion: Ad eli Uonal 25 hom.'B/moni.:h 
J'G1., progr.am chr..\uges, etc. 

7 months::: 175 hours::: $1, 9;~5 

28 

HOURS f.Q.11.'I _ .... ,-
1381 15,19!.> 

39 , 1121 

1002 11,O?3 ---._ ...... 
2422 26,639 

11+1f.7 15'191'7 

6Lt 70't 

106'1 11,737 
- ... _ .... ,..,.,. 

2578 28 y,8 , .,.'" . 6 • 6 - -. . -_ .. 
It30 4,725 



'.' 

" Sec.ond Yr.ltl1· 11+0,000 CO[I\plnints/Y(~ar 
---(frlcl'c{ISO of 25% from 1st YeDr) 

E s t:i..mFl ted Rll f;t~s: 

Dntn gntry 
Data 100 

11..25 
5.50 

J.nitl.al Document 11,·0, 000 ~{ 1.55 
!"ol1owwUp (25%) 35,000 x' 27.5 
Vm:Uy 

20 hours per month to key pX'o[lr;::m 
changes nnt! m:Lsccd.1aneolts 

Strokcs ----
21,700,000 

962,500 
22,662,500 

3,620 
160 

.2,~]O 

Snmc jobs, 257. increC1sc of: 2689 ::: 3361 + 10% r.at€! incrcclDc 
Dnta StorAge, 25% increase of 495 ::: 620 

+- prcv5.our; yen);' complai.nts t,·95 

1115 -I- 10% r.'l te inc:rensc :: 

testing and Trnnsactiou charges M,·O + lOY. );'0 te i.ncres He .. 

29 

8J.,91.6 

3,700 

1,226 



, 

, 
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DNrA I;Nl'I~'l AUU GOilPlTJ'I:R COS',W 

170,000 Ccn:tp:Lnint:;/Yr.m: 
(IncroJsc of 20~ from 2nd Year) 

Esti.rnntcd Rul:of,: 

Da tn Entry 13.25 
Dntn 100 6.00 

Init:i.ill DOCU£1cnl' 170,000 Y: 155 
F()PO~l"U_P (25%) 42,500 x-27.5 
Verify 

20 hours per month to--key pX'oar[lm 
chnnges aud ~tsc. 

Strokes 

26,350,000 
1,168,750 

27,518,750 

Hours ----
If,392 

195 
.3,237 

7,821.1. 

2tfO 

---

8,06l f 

Smne Jobs, 1570 increase of 3361 - 3865 -F 20'1., rCite inCrtH1SC:l 

D~lta DtoJ:<1g.c) 20% incrcaB~ of 620:::: 7/1A 
+ pl.·e\liOLlS 2 ycm:s c'Hnplaints 1115 

1859 + 20% rota i.ncrcosc 

'resting and tr.:msC1cl.:ion charges, l~/~O + 2070 rate inct·cwsc =: 

30 

~ 

58,1.90 
2,580 

lf2,~~1 

103,667 

3,leO 

lOG,8!f7 

2,230 

7,398 
X J 2 months. ---

88, TlG 
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DN£II. ENTRY lIND Cmll!lll'ER COSTS 

Fourth Yoo1' 200,000 Compl<lints/year 
(Increase of 18% from 3rd Year) 

Estimated Rntes: 

Dnto Entry 
Diltn 100' 

14.50 
6.50 

InitiaL Document 
Follo'\'7"Up (25%) 
Verify 

200,000 x 155 
5.0,000 x 27.5 

20 hours per month to key program 
clumg(~s c:lnci misc. 

Same j01.HI) 15% iu(;rcafle of 3865 
Dati Storage, 18% increase of 744 

+ provo 2 yeurs comploints 

S tl:okes ---
31,000,000 
1,375,000 

32,375,000 

Hours 

5,167 
230 

1.,..:~8 

9,205 

240 

= 441f/f -I- 30% rote il1cr(~ase ::: 
:::: 378 

136l~ 

. 2M2 = 30{0 rate i.ncrease = 
Testing and Trnnsaction charges, 440 + 30% rote increase ~ 

31 

Cost 

7/+,9lG 
3,323 

,55,22,8. 

133/r.67 

3,480 

136,947 

5,778 

9,26 l f 
X 12 ---

111,168 
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DATI. nT1:H.Y ANI) C()l·U'lJ'rlm COWl'S 

Fifth Ycnr :>.30,000 UOPlp1cd.nto/Ycar 
(J:U(\):(HlS(l of lS'X. from l~ch yel:'lr) 

Estimated RaLes: 

Dol::J Entry 
Diltn lOO 

1)a tn Bnt] .. , _____ .L 

J.6.NI 
7.00 

Initial DOC\h~ant 230,000 x 155 
Folltni'~Up (25%) 57,1)00 x 27.5 
Vcd.£)~ 

20 h<>u"Cs per. month to key progl:am 
chllngC(; nnd mi.sc. 

SAme JoIJ{j, 10% iUCn:l::1SCl of Ilt~I~4 ::: 
1)n tn Stor.age, 15% j.U(!r.CD sc (J.E 078 :-. 

-I- pt'cv. 2 ycnr:~ cOn1pl.nints 

Testiu3 and TrnnDBction ChnrOQs 

Strokes ----
35,650~000 

J.,.581,250 
37,231,250 

llo~. 

5,9/+2 
263 

.L~.t,~.QQ 

10,585 

240 

--
10~825 

4BBB + 40% rate increase -
1010 . 
1.622 

2632 + 40%.raI:B increase ~ 
lfl.O -I- l.O% rL\to inc:r.ensQ ::: 

Cont: 

95,066 
4,/.16 

19...t.()G~ 

169,364 

3~OtfO 

]. 73,201• 

3,68(+ 
616 

lT~i.i.3 
It_J .. ~ months 

133, "Il. 5 
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Corwidt}rt:I.t.:i.on oi' Optical Sco.nnincr 0.0 tl. 

Dnta ICntry Alternative 

In responso to t\ request from tho Department of ]'innnce t we invc:sUe.;Htr:d tho 

use of optJ.cE1.1 6cal1niIl~ as AA altorm'l.tivc to key data .clrtl"'Y~ 

Host optical scanl1ers cannot rC8.cl. hal1dwl'i Hen alphnbetinul data. 'rhe clni.;n must 

be retypl~~t tlGing D. sped.e.l charactor font. As fl. cOl1siden\bln amount of nlIlhn'" 

numeric do;!:a. is collected l)y this system, ratyp:lng of each complnint submitted 

",auld be roquired.. The number of hourt3 spent retyping com:plnints would be 

approxim8.t:cly equal to t;he number of hours spent keyil1r, the complaints ill!' 

l:>tandHrci data entry. P. savings could be realized l:W the retyping could be done by 

D,epo.d:lllcmt of CcmCounwr Affairs staff t rather than by an outr.;;:lde cOllh'~).ctor~ 

\'/e have, hO\'ICVC1', bcem unablo to obtain casto for rea.din~ the documcnts once th~y 

have been ret.yped. ]'rnnch:i.se ~rux Board curr.ently has D. small, in-houGc op""SCtUl 

nppJ.icr).tion, bu.t they do ~1.ot Ito.vQ cost figures or error ra.te ~G,\;irnutcf;;. ~'he 

Employrnant ))')Velopment Department hns SOIlH~ op··scan equipment, but \'loren It Gure 

they clmld handle our ",ol"kloa.d, as theya.rc ncar. full capn.d.ty. III add:i.tioll, using 

their f'acili ty \'Iould provide the p;t'ogram \'lith addi tionnl document control and 

secux·j.ty problems bcwond those already e:xisting~ The only sEn'vico c<mtcr (pr:i.vatt'1 

vendor) "'~ could f:lnl'1 on short notice .... 1ho could do the t'lork il3 :i.n SUll Dic~(l t {lind 

ohippin(,; dOCLttllCl'lts tel Sall Diogo ,.,.ould not be fNlsiblc .. 

Ao thoro cUl~l·~l1.tly is u lR.ck of equipment, aud cost and l'cJJabili ty csHmute::; 

fo1' ox:trrtine; equipmont a.re not uvnilnble, "m feel that t:tli~'" is not a viable .. 
nltC1'11 llti\f0 a.t thil> time. IIO\110ITCr, I,'ranchise T4X Board :ia c:u:t'rclltly establishing 

coat i':i.gul'(~n and P),f..IUC to soliei t for optical ... scrumine cl~l:I't.rac1; \'lork in the future. 

At thn'c pclint \10 \-:1.11 reevalunte our da.tu entry mothods to SP0 if opt.ical Bcrul-

nine could be uAcd~ 

33 



I. 

II. 

, 
IIle. 

IV. 

• 

AI.'l'gn.NA~~:r.V]~ Foun - NEN AU'lOl1NfED m:3'1'J';~1 
NIOROFILH COS'l'S -BHEl\KDmlN 

l"i'irnt Year 

112,000 complaints, 17 users 

r A. Complnint,s listinG (h/pDge) } 

lB. 5 or moro (15%) t (5 resp/paee) . 

A. 2$ t 000 pCJ{~CS to: 105 fiche '1- 17 I.';l 122 
$2J f6 -I- .1'1 :: 263/1'lm - entire file 
-I- 2~~ "leak1y CI 263/mo, 

13~ 672 pal~eo ': :3 i'ich0 
I • 001} o:t.'ig + 3 0 78~$10 

Second Year 

125,000 nm'T complaint!) -I- 112,000 prev:i.ous 
t': 237 t 000 comp1a:i.nts, 22 US0rs 

A. 5912~)O p!:)r.~es c:: 220 fiche ... 22 ::: 2l~2 
$ll.88 + 3l~ t:2 *522/run . 
-I- 2),~ lQoek1y.:= 522/mo 

Bo 1h22 pnacs t:"J 6 1'1ch0 
$12 -I- 10 = $22 

'l'hil.~d Yoar 

1)0,000 now COntpJ:F.lints -!- 237,000 previous 
~I 38'7 f 000 complaint.s, 35 US0X'S 

Ao 96 t750 }H.'e;os = 360 1'ich0 .1- .'35 t:I 395 
$'797 + 55 t:: $n52/mo 
0\0 25i~ Ncelcly :::> 852 

B. 2,322 pnges t:I 9 fi(:h0 
18 ·t· ~~2 r.:: hO 

Fourth Ycal' 
1.75,000 11m" cOlllplaints ... 27!;i,000 previous 

s:; h50,OOO complaints, l,-5 users 

A,. 112,500 pages E::I 419 fiche ... l~5 == h6l.t. 
$933 + 65 ,:> 10OO/rno: 
+ 2~/~ \·leekl.y lOOO/mo. 

D .. 2,700 pnges t.'1 J.1 i':i.(~ho 
$2~! + 35 = 5'7 

31~ 

'2. yr .. 

2 Y0al's 

2 yeart3 

r *l,OMI 

?2 
f:l,'066' 

$J.,7011: 

~-tt~'w-11·Q 
$lf?J11~ 

$2,000 

...~~1 
$2.05'1 
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Fifiih Yeur 

200.000 ne\'7 camp] ain:I:,s + 325,000 previouB 2 years 
=: 525,000 complaints, 55 users 

A& 131,250 p~ges ~ 488 fiche + 55 = 543 
$1091t + 76 t.: 1170 x 2 :1 

B.. 3,150 pngos r- 12 fiche 
$21+ x 47 ;:: 71 

NOTE: Zytron Corpm.'Hticm \~:i.ll lce,De microfiche r<::mcler/pI':i.rd;ers for 1~95 pOl" month. 
I\. t this price thoy "'QuId pay for them601ves :i.n 2t.:~ mon th[~" I\.s the Federal 
G:rnn'b is r.lvl'dlnble for 3 years, it \'lOuld b(~ more ~H~(,\lwmicD.l to purchl1se 
tlw rcndm'f,; outright foJ:' ap;rroximat.ely *~2000 oa.cho If necess<;\l'Y, the 
reHd()t'lpr:i.nt~')rr, could be sold B,t the el1d of the grant Iil,riod, in order 
to l,'OCOVt11' Horne of th,e original expense 0 
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LOCNrION Qli' NICROlrICHE HEfl.DERS AND m~ADER/PRIN'l'JEIW 

Alamedu 

Contra COGta 

Los Angeles 

SD.cramento 

San Diego 

San Mateo 

Srut tu Clara 

Lon Imc;eles 

Saoramento 

Han FrmlCisco 

Santa Cruz 

Auto Repcdr 

Contractors 

Jrul1eral Dil'pc-cors 

Rcpu:i.l' SC:J:'v:i.oes 

TOTAL 

Readers 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

2 

1 

2 

1 

1 

1 

1 

1 

20 

Re~der/Prin.ters 

1 

1 

1 

1 

1 

5 

\ 
:.=) 
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GENEHAL OPl~nATING li:XPENSE - DE'l'AII, 

FIRST YEAR 

General E:X:l.'ens0 

Printing 

Telophone 

Hent 

TOTAL 

37 

~~ 5,618 

3,767 

~,680 

4,550 

6,8,/0 

10 I'f'l') _::..t_~.:~. 

$36 v900 



• 

• 

CPU 

Selector Channel 

Core 

Disk Useage 

Tape Usaa.ge 

Printing 

*CardsRea.d 

"'Cards Punched 

Dil3k Stol'o.ge 

"'Controls 

----~---------

Est:imato-}!'rnnchise Computer CC)I;:;t;13 

Cost ~.\ t }i'rnl1 c;h:i.se 
-Cost atToale-

.40 

.11 

.23 

.24 

.lf2 

.,56 

1.55 
l~. 21~ 

.82 

= 

--overall, excluding (*) is about 

Note: CPU: CPU cycler/sec at Teale .--.... - ... -.\!_ ...... .,... ... -.,,-... ....-.. ~.-----,-
CPU (:ycles/sec at l!'rD.l1.chise 

CPU Cost ratio = .26 

1.5 ): .26 = .1+ 

./t 
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• I~ te Sch€!dul~s 
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DATA PROCESSING SERVICES OFFICE (DPSO) 

RATE SCUEDULE F.Y. 1977/'78 

F.Y. 1977/78 

Student Pr(lgrnmm(~r 
l?rogr..lnltnrJr A j B & C 
Associate Data Processing Analyst 
Staff Dat:1;l Processtllg l:nnlyst: 
Senior Data Processing Analyst 

Re:scEll"ch HY.'i ter 

KE~y Punch 
Ved.£y 

C. Job Subm$.r-si,on -....-----" .. ~ ...... --.~ 
Data Gui.douec hOllrly rf~tc 
Job Submis3ion Charge 
Datil Processing Tccimic:i.,.H'l Supervisor II 
R.J.P. Commou 
Ttlpe r .. U'1:m:y Charge 

Clerical 

$12..00 h:co 
$18.50 hr~ 
$19.75 h1: • 
$~2.50 hr. 
$21+.00 hr. 

$19.75 hr. 

*~I:$lO. 00 h17. 
'1:'/-:$10.00 hr. 

$13.00 hr. 
$ 1 •• 50 pet' 
$19~75 Ill: • 

job 

$ .26 per H 

$13.20 hr. 
$20.75 hr. 
$22.25 hr. 
$ 2l}. 00 hr. 
$25. 00 hr. 

$22~ 25 hr. 

$1.1.00 hr. 
$11..00 hrn 

$1/:..50 hr. 
$ 5.00 per 
$22.25 hr. 

$ 1.30 pc:r tape/mont.h 

$ 9.50 hr. 

~'r Long t<n:lll lH'.'t'Ronnnl O1IH,d,r;nrnet).ts, 6-3.2 montha, for ful1-U.mc' I:lnt:11yst llncl 
pro B?:,CllIll1W n1 arc tlVnHc.lble at a 10'10 discount. Contoct ))PS() fo!:' dcU:d.ls. 

joh 

'klc A un:!.!: rate fot" data entry Cllt'l. be ncgotiClted in place of: the hourly l:llte gi.ven • 

. ' 

1 
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~ltl'm.N 1'. IL(II.c. t(jil~;OLlOA/lO lJl\l/\CIJITI,:i(-

mSLCEtlIfJl 
00 CPU 

01 BkClCK ~ULTtr;1LE>:r.lRl 
ELeCTOR CHMm1:L 

02 ConE 

03 DISK USAGE 

04 DISK STORAGE 

05 DlsKloIourHs 
05 TAPE USAGE 

07 TI\PE Mourns 

08 PRlilrER 

10 TSO CoriMON 

J.1 ercs CO:'li'10N 

12 fUP COMHON 

13A.DAHAS 

JJI ATI'IS 

17 TAl)!! ltBRAnY 

20 READcn/PuNcH 

21 BUHST lIIG/DE~.OLl..ATI r:G 
72 PrcK()tl/DELIVERY 

23 PLonER 
SfORAGE OF USER SUPPL1ED 

APE5 , 

T)':,PEU[VAL~AtI ON/CLF.MIING 
OF SER UPPLIED IAPES 

TAPE PURCHASE 

Orr-sITE TAPE STORAGE 

COIISULTIUG SERVICES 

I1INWVII Jon 

FY· 7.rl.!.lz..I~IJ.lllliLBflTES 
As OF: 

.hlL V:.L r ~_~ 

lJlil.T.JlEJ1f:tl5U Rfl1E11I 
InTERNAL CLOCK TIME 

DATA TRANSFER TIME 

O£6HPAHCY TIME PER . 0 YTES OF ConE 

OCCUPAHCY TIME 

TIMCI~S 

110utlTS 

OCCUPANCY TmE 

l10utffS 

LWES PRINTEO 

CONNECT TINe 

TRANSACTIONS' 

I IWUT /OUTPUT 

FhAT CHARGE TO AFFECTED 
sef<S . 

CONNECT HOUl~s/PSR' s 

TAPES STORED 

CARDS READ/PUIlCI-IED . 

'HfILL Ckoel< T I11E 

HOlmlLY SCHEDULED DROPS 

HAll. CLOCK TUIE 

TAPES 

TAPES 

TAPES 

TAP[;S 

HOURS. 

JOBS 

f!.B lt1LSHl EJ-RfLtf.. 
(A) $L)6Q. OO/HoUR 

(1\) $ 225.00/HoUR 

(A) $ .G6/HouR 

(.~) $ 52.00/HoUR . 
(c) $ • IO/TnAc/< 
(1\) $ 1.201110ull1' 
(A) $ llG. aO/HollR 
(A) $ 1.20flo1outrr 
(e) $ .95/1000 LINES 

(A) $ 21.00/11oun 
(d SEE FOOTtIOT~ (n) 

(c) $ .26/1000 I/O's 

(c) $ 
$ 5 :8~~~lg~R AND!, 

(<:) S 1.30/TAPE 

(c) $ 3.9011000 CAf1fJ3 

(cJv) $ 15.00(llouR 
(c) $ 2.GO/DROP 

(c/p) $ 26.00/HoUl·1 
(c) $ 2.60/TAPE 

(c) $ l.OO/TAPE; 

(c) $ 22.00trAI'E 

(c) $ .SOITA?!! 
(d $ 21.00/l/ouR 

t .SO/Jon 

(1\.) TilE OP:-SHIFT nAl'~ \4q,~. BF. AT A 35~ DISCQWlI FRO~I THE PRIHE SHIp RATE:. Tt'lf: 
OFr"S~!In IS AI-'TE!1 S·'.IJ P.N. AND BSJ:"ORl: /:OU 11..1'1 11 I'.ONOAV THF.U r-RIDAY Arltl ALI. 
DAY (IN I~[;F'\ENDS AND ~"ATE HOLIDAYS NOT DESIGNATED AS REGULARLY SOIEIlULEP \~ORI\-
DAYS BY roC. ' ' 

(n) TOTAL CICS CHARGES HILL IlE CO~IPUTED BY 1'RANSJl.C'I"[ON USIIIG TilE F(JLLOWING rORI'IULA: 

$.0364 FIXED COSTS + ($.096S) (CPU) + ($.0016)(1/0 CALLS) + (S.0018)(K CORE) 

CC) DIS('.OUNT f:.l,TES NOT I\PPLICABLE. 

(D) NrtJlHU~ CHARt:EJ CiNE HALF HOUR. 

UDlF-.S.: 
THE ABOVE RATE~ ARE ~OR FY 76/77 AND WILL Bl EF~ECTIVE JULY I, 1976. THEY APE 
lUTE/wen .:::n ~!!COVEC\y or: llUOlw:rw COSTS OIl:"Y """I)'APE BASED Of! Tlllt ~csr rOSSIBLE 
UllLllllTlON f'f!OJECTIONS AND THE CURRENT ENIIPMCIIT AH/) PERSotWEL Cll:~F \GUflMIOII. . ' . 
TIII!!:E RATES HILL roE LINDf:)110 IIIIi C('NT IIIl1!\L ANAl.YS l!i ',NO VER I n e,n Ion AND ARE; Sl:DJ['CT 
"0 C!"'NI~r AS N·\\, !lr.·\~,\l\tlI\NTE!) IlV EITHER TH::' COST OR UTlUZI\TICN r,tvll\illiG f'r.Gf1 TIlE: 
CURRqll' 1\'\Sl:. 

~ , 

" 
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FIMllGllJ m~ '1'j\}~ BOI\[;]) 
~97(>/1~Yn HI\~.']'; gcnp;[)U.lJl~ 

1. ))n b.t [';1) try (1) 
2. C(,llrL 1'() 1 (; 
3. l'roGodurr: \1rl Hng I,. Pr·oJ.:;rnmrr)j Il['; 
5. SyoLcms Deui~n 

(ie 

'7. 
a. 

() 
" . 
10. 
11. 
12. 
F :;. 

G01,' ... -
111. 

1 ~1. 
16. 

CJ']J 
Selector Chunnpl 
C(11'O 

HNll ,Core 
VirLunl Core 

'J'n})c Dd vn 
llil;1t SLo:T.'nl';n 
l'rint l:i.JlCG 
Cal'd,~ Hend 
OnNls Punellutl 

HrtLo POl' ()[lcll m::i (~i n:11 fl'mno 
Hn[;c PCl' enc:h duplicate frwne 
Jrjxcd COGll.l: 
n. Ench cnnnei..tc 
b. rcrGol11wl cost 

1'1. lknl:nl or Pnl.:n [lot: 
19. Td Ill) !l.clnJl\;r))' 
1SI. lnr;tn'I]{IL:ion CI'mTc/, 
20. Hn I." prJr COnnN: L liOll!' 

21. l\t\cliUonnl l'fmlr; 
22. Pr:i.n t - I'(~1' 1 inc 

lIin.i.ll\\im ('100 l'aG(~s) 
2'3. '('l'rd, n illi~ COOl'() i nntor 
2

'
1. ()pr; l'ol:01' :';Cl'v.i co 

2~). l'l.'()I~t';\mm:i llf', IIr,r:;i:,;l:nnco 
2(). Hr;o of r'l'[~ ~I'Hpc «(,'xl~cndcd period) 
2'7. VI oolwnd Gor; l: to run N.l'f) 

-;, 
,J 

J.)<~vin()d 'I~l?(/'n~ 
Hl.lte Bcl1odll1.e -----,---

~I ,1t).II~J pOl' 110lH' 

1? ?i(! PCl' houl' 
111. ~.j~> pOl' bout' 
19.00 pOl' 11 Oil!.' 

21.GS pCl!' hour 

:j{;,1,.;'>'2 1'01' Cl'lI flOur 
2(,.23 }JEll' OCCllP[lt1C,V hOllr 

.1 tjf.? t'C:l' V c:o)'n/tJol1l' 

. d; p~r I: COl';/IJ()ut' 
1~).;I'1 pcr ()c(:l1pnnc,,/ 1!0l1l' 
1·) (' I' 1 

' I:'. ti) por OC:Cll{l;:1l1C,Y 101ll~ 

.000~jll pcr li1\n 

.OO·,;og per ctlrd 

.Oir)5'l per card 

()1 , .. t,C)·" • t<or.,) _,\ 

.OO?,;),?' 

1 • ~}O 
1~j.()O toblJ. pOl' job' 

:.',':\. ()') 1'0 t' l'lonLh 
")"') 'II' 
f .. " _ ~ ( ... ~, }'r: l' II10ntl1 
',1'1. (.~) O!\O t.i :;i(' C()~,i '. 

::' "1',;> 1) (;J.' r. 0 nr 10 (: L Ii 01\1' 

,,0::') f.)iH)ll ncldi t:i Olw.l J'f,\H 
, • 0, l(Y; pc l' 1 :i IH~ 
?). ':,0 JIm' 100 })i.tC;(W 

1 ';, ('0 },I)' hoUt' 
't'. 'I:; peH" hout' 

21" (;8 PC)' }Iour 
~ 0:) pOl' clH:J 

12B.,oO pel' hour 
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Video n-;::d,C?rl ___ c. __ 

2B. ])M:.iD (pOl: month) 
29. Inqui:rj' 
30., 'l'clol,hollf: CIHu'go 
31.' ,F:quiptnlinl: (2) 

J,ocal 
HOIllC)r.e 

1"HA1'ICIIJ,GI'; '1,\\:\ UOJ\lW 
197()/19?? nNl'l'; SCllf:WUL1~ 

J1cvi.r.od 19','1,,/?rr 
Hate Bchodu1.o -------

~~ .Ri?9~ },(:1' c:lJ .. 
• 01 :ig ror inquiry 

1(';J..C,'1 J)or month 

1/10.00 pOl' t(~rmjnnJ 
3~}O. 00 1'01' tCll'lninnl 

t 1111 raton j llcludo Division and DOllar t111~ntal Ovcl'hnnd. 

Hotos: 

(1) J)nt.o. l';nb'Y ChCll"J;()S "'ill he diocollntod foJ.' volnmo work 
at; foll()\'f[j: 

Volume 
.!l~.E2_c!'U)lL..!l.2 Ul:E, 

1 1 ~)20 
152'1 - 30/1e) 
-~O'~ 1 - ()O~\() 

GOB'1 and 0\'01' 

20:~ 
('0.'; 
2(1.; 

',l'ho d;i ticoun ~ \'.Jill be appl i~r1 as il mnn\lrtl God, £lei ;jmJ Lmnn t to 
tho q\l~\T,tci'J 'j' :i nvoico and ... Iill be bc.u3ad on (:hc volumo of 
work dono to duta, 

(2) 'l'(:rl~·d.nnJ. rn':l1n nrc to be 1.wed 1'01" cc;(;il!lnt:i.l1f:' PUl'},0r:3t;'n on:!~,. .. 
V ideo te,rmi1l\.\lG cos to cun only b(~ do Lo 1'1I1'i nod nrt:cr COil fir;l'1l'n tioll 
ilJ Imm'1llo 
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APP}~NDIX II 

cOOr)I,'l'~\'ti v'e COl1S\l.lllP.,,' Protection PJ'ogl.'c.m 

ara.nt~ Applicai;i.on 

For tho PCl':i od Aug\wt 1, 1977 tltl'ouC;h J'uJ:y 31, 19'18 



orrlCE 01: CHHIINI L lJUS'flCI: Pl.AWIlNG 

GRANT I'MARD 

I, 

The Office of Crirninnl JusLice P1Mn;nq, hfll'c;nnftrr dC5iqnnted "0CJP", hereby l11ukos 

~ 
a g~·i.\nt ,wlD-rd of funds to 1. nc~pr.trtnlcnt of Consuincr l\'[f.:1inc; 

; herG; nn fter d (~S ; rJ na ted II Su b ~I r'iii)Tee'i~un(rcr-ti)e"l)r(ivTslon·~of'-{c i1'(!·cl~" .. ·o·i1(~rT~lTrt'ie-T,"' 
Pcwt __ ' Omnibus CI'irne Contl'ol (mel Safe St.reets Act of 19GB (PL 90-351), as amended, 

• 

• 

hercit)aftel~ dcsiul1iltcd IIC\,;1111) ConLrol "d~tll (or) 0 Juvenile Justice and Delinquency 
Prevention Act of 1974 (PL 93-415), hereinafter dcsiunnted \)uvcnile Justice Actll, in 
the amount and for the plll'pOSe and duration set forth in tlris grant award. . . 
Program Ca tegol'Y ______ ._--'-__ 

2·;-Pt~Jc·Et"lnTp.- -_.. . -'-'-'--- --/\vui-rdlio':'-'----' 
Consumer Complain t: and Cl:imina1 Justice 5. 
Data Rct:d,eva1 Sys tom (ft~ant~\~l'lo(r-'-

rp roI e c t [H i:(~c torn~ aiile, Mdross-, i' c 1 e phc!i·ie)------ -·~~~ii~/,]ioio~~E1LJ.1,l:.{.J1--
1·lnd alec NC'li9hbOlll:S, l\cting Chief 7 .. $..agl~J)'-QO ___ .... 
Division of Consumrn: Service~1 -state 13llv-~ 
1020. N Stl:ect:, Room 504 _U .. -._,??r.59_Q .• ___ .. __ _ 
SacrtllTlCnto, Cf.l. 9581tl Appilcant lIura /~atch 
(916) ;~~?'-5252 9.· 

-4"~Fl'il""it-nci ill-6fnce'I~~Nal1le ~'7\ddl~e5S;TereT)'honeT-- '-oUier /-1a'fchTJJ oni'yJ--' 
Herbert P. Dong 10. 
J.020 N Street., Roo.m 533 ·-i·O'C11TYI~·cijcctc·o.~·t==:= 
Sncrumento, Ca. 95014 11 s22~\ 000 
(91G) 445 .. ·503G .~ , 

~----.,---.-"'------,----.--------,-- -_._-------_._. __ ..... 
Th'is grant DWilY'cI consists of this t'itle page, tIll) application for the ~Jl'ant \'Jhich is 
attached hel'eto Cl5 I\tt(l"'hll1ont A and made a part hereof, tlnd the ~tllncli\l\d Gl'ulll A\,/tlrd 
Cond'itions "/hit.:h urc a:: :ched hel'eto as Attachment 13 and made a part hereof. 

The Subgrantec hereby signifies its acceptance of this grallt award and agrces to 
a,dminister, tht~ ~)l'flllt project 'in accol~clanco \~ith the terl11S {lnd conditions set fOl'th 
in or incorptwatod by reference ;n this grant award and the applicable provisions of 
the Crime Control Act identified above. 

The Subgrantnt! cct't'ifics t.hat feclct'al and state funds rec(dved \~i11 not be used to 
't'oplacC! local funds thill vwuld\ in the absence of such fedcrr,l and state aid, be m~de 
aWd"l.,~le for' t.he activity being supported under this a~p'C(.!rnr:\1t. 
(""I........ .-.... J' .... 
""\t "\,,1 '1',fr I',. ,,~~.-~ ) I -«t I'.~ / ' • • 
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o'fr .1<'11 f\u\/1OI't;:t!d to sign fOI' Sl~bg~antee STAn- Or CflUFOIHHA 

. Hame, l~ichu'l.~'i.'I"·B. Spohn 
Ti tl e: D:i.n.'c{'.01~ 
Telophone! (9 I G) 44~)-ljtl6S ' ExcculTVQ'''O,'I;ect()i:~-(j(::J'i)---"'--"- ··lj'cl{c·~· 
Address: J020 N Sl:n~ct, Room 516 

Sacram~ntn, CD. 95814 
SPECIAL DEPOSIT FUND LEAA, Fiscal Year Gt::NERAI. rutm 
l' 1wr'oby aCl''fd f!J 11/1011 Illy 0/,"1 PC}'(J01IG Z 
l~~lOw1.ed!Je t.11l1 t bl/({a(~ f.ed fWlds aPe (lva1.1.abla 
for t11c ,:>(1l'1:0" (lnd Pw'/x)sa of t:111'.$ axp(.mdi
t;w'e {l i;a tod aL'OtlCl. 

----.. _--.-.---_._----,---
OCJP Fiscdl Officer 
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PHOBJ.,WIl S~.'NJ"r:f\lF:N'l' 
----.-.....-------~ .. - .. ,.j ... 

'. Wh:i.·!:e coll(1r cd.mo i.s cost:ing CnlifOl~nia cOliSllmers over fcur billion 
. dollurs Cl year. State and local consumer PJ=otc~c t:ion and consumer 
fraud agencies n~e unable to act with maximum effectiveness to elim
inate frauduleJlt business ~ractices and deceptive actjvities for two 
reasons: Pi.rst, tho agencies lack manpower and resources sufficient 
to J:cl:lpond to tlw inc,Teasing number of. cont:mmer compl.nints·, which 1'8 .... 

sult.s in more "crisis :i.nt.G:r.vcnti.on" and less "prGv~nt.ive l1\ui.nl:enance". 
Instoad of concontrating on ways to lteep spec~fic types of economic 
crime from occurring or l"ecurring and spreading throughout the stale, 
most of the avuila.ble resoUrCt1S must be directed townrd inves't::i9cd.:.ing 
and prDsocutin\l "priority" violations. Second, there is no timely and 
ef fecti ve cOlYlnlllnica t.ions link between the numerous complaint.:. hand.J.ing 
agencies throughout the. state. Many times two or more agencies, un
knQ\vll to one c:lllothe17, conc1uct :I.nvestisrations of and pr.osecute tht1 same 
bllDilJ(!)!';s or individllaJ.. 1\180, an agency may helva a number of' com
plaints against. u company "hich, by thentsel ves r are not suf:ficdcn·t to 
file chnrges, 'J.'h~!17P.. could, however I bo many times that numl>el~ of com
plaint:1=; in vCJ.rious ngcneiG[J which, when assembled, would represel1t a 
significant vi.olation of the law. 

There arc fifty-eight (58) district attorney offices, seventeen (17) 
county consum~r protection agencies, four (4) attorney general consu
mer frRud divisions, at least forty-two (42) regulatory boards, bureaus 
and commiFiSionG, and l11J1llCJ:"01.lS oi ty attorl'ley office~3 l,oJhic:h racei va, in·· 

• 
ve.st.i9':t'l:(:, wct on and resolve c()nsunv;?r. cOl\\p'laint:~l. '1'h<1 compilf.ttion of 
meaningful information and statistics regarding prevalent types of 
Gconom.i.c t;J=im<:~ on a statewide basis is not feasible \'J:i.i.~h the Cl1l:'l:c.mt 
manual and semi-automated syst~ns used hy the various agenc:i.es. Al
though a fe,., agencicp; have compubjr prosp:ams which L1i.'Jxi:ially ca·t:alogne 
their compla~.nt and investigative activity, there oxists no economical, 
effccti va method of combining and sharing 1:he infOJ:mat:i.on. 'rhus, relief 
via legislation, connumer education, injunctions and other remedies 
gcmex'f.tlly comes about after substantial money losses and othel: damages 
have been suff(~.L8d. .' . 

Quantifying 1:.ho probJ.01l1S thn:t exist is ex1:rmnely dif.fj!cull:. Bocv.use . \ 
.. l' .. ft' of tho lack of COnUHl)llJ,cat.J.on among t 10 varJ.ot1sagenc::.1 es, J.n 'orma 'J.on 

9a t:herec1 regC'lxd:i.ng j llegal act.ivities conducted by ~·:pc-!cific bus.i nesses 
:i.s hapbazard at best. Only through chance discussions at meetings or 
by J:'andom telepllonc calls to select:.i.ve agenc:i.fH'i .is :1 nl'orrnat:i.ol'l mwhanc:lcHl • 
.'rhere arc no reports generated which con'solidate anel catcllogue illegal 
~r deceptive business practices. 

'1'h01:e are, howevp.l:, pal=t,icular cases which evidence tbe grnvihy of the 
problem. 'J'h<:1Y arc ali inc1icai:ion t.hat many more exi!..;t:·Nhich al:e costing 
hundr.eds of thOl\Sands of dollars in lCll;il.: r0.venuo t:o gdvel:nmcmt.al a<j0n
ci~':!s c1U(:1 to m:i.nor instead of major set·l:.lements, thoU8r.1l1c1s of hOl.ll~r. of 
duplicatGd investigative time, and hundreds of.thouvan4K of dollnrs in 
savin~rs to COnS1.111\e1"5 through injullctive and other r~:lief. Specific 

• 
exal11pl(:!s gnthered [rom reprcscntD.tives of 'I.:he Dis tr:wt: At.toJ:·ney's 
Association a.ndl::hc Oi:f:ice c)f the Attorney General nre as {ollows: 
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* Car.')C!f) involving thc same lHw:i.ncss aro being invcsl:i9at.od l.>y 
[.iovori.l.l lI.90ncies. 'J~berc helve boon up to ton (10) luvl.';;uit:s 
in prclgref,if., at. the f:H.t1ne timc against ~'}')e seune:'} bUf.;:i.I1(~ss. 

~egj.slators have rejected some consumer protection legisla
tion, criticizing the law cn~orce~ent agencies for what they 
consic1G)~ "piecemeal" investigations and undue hardship on 
and harassment of businesspeople. 

* Sepcu:nte lm·/su:L t8, as cited above, inc1::o(:1Ge taxes and cl:o.wd 
court calcmdar s. 

* 1 ... · case involving the complaint.s of a sin~J 10 Cl9c1lCY resul t.ed 
in revc.muc to 1.:.he county of $5,000.. If that aSf81lCY had been 
aware of the other agencies' complaints against the particu
lar business, close to $150,000 could have been recovered. 

* Nine }nmdrcd poople \'It:lj: ' cheatcd by a bu~'dlless opportuni ,I.:i.es 
com1";;1ny. Nono of the agencies involved had 'more t.han one 
complaint, \·lhj.ch wus insufficient to take action. An action 
011 tho to tal complaints could bave pr('~vonted thE-~ bulk of the 
people from being cheated. 

* One ugonny h~ld "t\'lO or three complaints l"!3gilrding we':Lght shO)"t.
ages. Due to larger priorities, the case washundled simply 
and resulted in a $50 fine. It was discovered later that al
most overy county had the same problem, and could have helped 
to build a substantive case, deterring future illegal activi
ties . 

Cases which do not: reflect the scope of the i1,J.egnl ac·tivities 
J7(~fml t; in compnrati vely small pena.l tie!::;, which nre not. (~ffec
tivo c1o·terrr::m:ts to la,rgc companies. '1'he companios then feel 
free to 90 clf;cwhere and continue the same ille~fCll and dccep-· 
tivc'prnctices. 

* An c;.~f(mcy' 8 sot t:lemeni:. of a case precluded pros8cu1.:ion of 
carljJ~l:', l:jh~ violations by the same company, vlh:i.ch other 
agencies wore investigating. 

TIle Consumer Affairs Act of 1970 delineates the powers and duties of 
t,ilU D .. i .. tl~('!L(),l.:' vf ll-){~~ Dl'.!l .. I(.~):LJrH2~ilL ()f (;orlE'tlnlc~r 1,ffc.i.il'"5. DOu-tio11 310 ()j: 

t:h~ DusincH3;i nnd Professions Code mnnc1o.tes tho Dirce l:or. to \I R0col\ln}l;:~ml 
and propoGc the Gllactmcnt of such lcgislation o.s nocesso.ry to protect 
and promote the interests of conswners; represent the consumer's in
terests before federal and state legislative hearirlgs o.nd executive 
commiss:Lo118; ussist I aclv~se and cooperate with fedoral, state and 
local agencies and officials to proteGt and promot.c:~ t.he interests of 
consumers; study, investigate, research and analyze mntters affecting 
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------ --------------------------------------------------~ \1 
the inl:C':r:~"!Gt8 of: CO))f.ltllne.l:S; ..... c.:d.l upon other flt.nl:(") Elgenc:i.0.s (or 
in fOJ:Tnt1tion ; p:roposo' and assist :Ln. the crou.t:ic>l1 and devalopllInnt of 
consumer eduGnl..i.on Pl"OldrDinSi advise the Gc-vernor and l!eQislature on 
all matters affectinQ the interests of consumers; alld maintain contact 
and liaison wi th conf~unK'r groups .in Califorriia and mlt.ionally. II In 
mldition, Secti.ons 3?O anel 321 allow the Director to .intc17vellc in 
matte~s or proceedil1gs pending before any state or federal court or 
a~fency which may aff(::lct substantially the interests of: California con
~umers, and to cammellce legal proceedings·against violators of state 
and federal laws where it appears consumers' interests are being 
damnged~ 

'ri' i s :1 eg i s I '"'t 1.' Oft , C(~1..1P' cc1 •. J).' til tI10. C' C v' e14 

, • 1 f 0' J, u. - .1. _. ' _ :J) .• nor s approvi3 . 0; an J.l1crease 
il'\ excess of lOO~ in the budget of the Division of C()nsum(.~r Services 
(the consumcr p}~otection arm of the Dcp,artmont.) ovm: the past two 
yE!ar~~ to implement the 1\ct, affirms the Department's responsibility 
for the protection of cpnswners' rights. 

The Dcp~rtment is the stntewide coordinator of all consumer related 
activit.ies, and has an outreach program urwqualed by any othOl: agency. 
It receives and mediates over 100,000 compJ.aints per year, referring 
cr iminal and unlicens('c1 caseEl to the c1istr ict Ct tt0l7110Yf1, and disci·· 
pli~ary cases to the Attorney General. Its Division of Investigatidn 
has a st.aff of eighty ( nO) invest.igat.Qrs, who p:r:ovid c S',e)~v:i.ces to 
twewty-three (23) of the regulatory boards and burcHus, and assistance 
to other stat.e and local 3g(H1Cies. One of the Depaxt:m(~nt' s priori.t .. i:'es 
during the past two years has been t:o 'open up lines of cOmI1l1,wica.tion 
with disl;rict and city att.o):'l1eys; ci·ty, county and priva.te consumer 
protection agenc:i.es i the 1\t.torney General's Office; t.hc DG'par'l:rncmts of 
Health ai'ld Agr:i.cult.urci and consumers. In additjon, informational and 
educational Inatorinls are disseminated via a mailjn~ list of five thou
sand (5,000), il)clucUn~r consumers, teachors and otlwr C!!ducators( con
sumer qroups, women's groups, sen:i.or citizen groups: and· public and 
private att:OJ:'llGYS. 

Four of the five executive positions (Director, Deputy Director, Chief 
and Deputy Ch:i.ef of Consumer Services) associatod with this project are 
attorneys, particularly skilled in the social scien~8s. 0 Totally, there 
is considerable expert:i.se j.n organizational managc~~nt, analytical pro
cesses and law enforcement. In addition r the Di vi ;:.i.on of Consumc;r 
Services, . in \'.'h:i.c11 the project is housed, has seve!. ,:1]. units which con
tain (~xper.t,G in their specific fields, and whoi-~e Sl).l;vic(~s ~'lill be of 
inos l~ilnrlble value in ensuring the success of the pnij ect. 

* rJ~ho JJocal ]~iaison Unit, headed by tho Bxecllt:iv(\'! Officer of the 
c'O.,.....,'l"''''' .. • 7iJht~ r" .... -r\t ('1'"\",.,,....4 i. ; <"1. y,Af~t"'nn~dh1·r i~n;~ -I-h(.> "'F;l-~ihl i qhmpMI-'\J ,I,'l'Jt.. 'l\~d''' .. ~",,"~v.,,;.,..r,,",.;F,.&;...;I ~~~"I.;'L~~';~1 ,;oa1." .a:::~=J:""='.*,t;,o: ... ..,,;~~=<"" ...... ~,..-h- ... ,,.. .... ~.- ~---;:,._ ..... ~~~ __ ~- • ._;,;_-~,;:,"'~~J:..;,__..;i_==_ 

of u \tiide-ranuo 'consumer agency HE:ltwork inr:lnc'l.i.ng cQunLy t Bl~!.lt,a 
and federal agencies and private consumer ~r:oups. '1' he , unit 'pro
motel:; the '(01:1I1[1.tion and development of local efforl:.t~, and i11.
forms the J)epartIl\Cl1't of issues, acti vi ties and q,l3vl3lopments ~n 
areas of consumer interest .. 

* '1'110 R~sef.\rch Cllld Dcvelo.pmE!l1t Unit, headed r:,/ a special.i.st in tho 
methodology and scope of research project d8velopment, coordin
ates vli.th and prov id(~·s technical and' prog);(lt1 consul tn tion ser
vices '1:0 other units. 'rhe unit IS oxper.tise., includes clc.wclopment 
of t,i"end nnalyses metilOds and procedures.' 
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Coordinlltor, rc:colllmonc1~) ,m(l proporws the cntlct:ll\OIi.t of lo<:].i,r;
ltlt~i(m to Pl:011~ot(\ and pJ:otc;!cl: C.OlHHIIt'Cl.- intcJ.(.H·;tS. 'J'he unit 
all:3o c1afinc~~ 109isl<1tiol1 to intc;~)~'Cf~tod (_P~O\ll?!;, t<'~f.:t.:i.fi0.s 
be.fore the Leg islatUl:e, and acts a s chi(~f: advocCl t:e in IlwJd.nS) 
presentations to individuCll legislato~s. 

The Representation Unit initiates legal proceedings and in
tervenes in pend ing proceedings 'when necessary to protect 
consumer interests. '1'ho unit also protect.s consumers from 
the set1e of <]oeds and services through the use of. false or 
nd sleac1i1l9 advertising by gathering evidC:."!nce t.o subs-L:antiate 
advertising claims. Evidence of inadequatc substantiation 
is provided to prosecuting authorities. The head of the unit 
has practiced both priVate and public interest law for sixteen 
years, J~epresenting consumers in both state Clnd federal court:. 
actionn. A formeJ: Deputy Director of the National Consumer 
Law Center in BostoD, he.assisted in drafting the .National 
Consumer Act a~d lobbied its adoption in Wisconsin. lie has 
also b(:!\cl1 involved in tho development. of vari.mw consurnm:
oriented systems. 

rrho I:~c1ucatiol1 Unit, headed by a Consumer Affairs Specialist., 
providos information a.nd assis·tance to consumers, and coorc1in-
ates educational efforts with state and local consumer groups . 

. Particular consumer problems identj:(ied by other units are 
addressed from an e~ucation standpoint, and lnaterials are 
developed and promulgated accordingly . 

In -summc:try, tIle Dopnrtmcnt has the necessary tools and skills, as \'l\~ll 
as the c.l.uthOJ~:U:y am1 n~8ponsibility confirmed by tho gxccul:ive and 
Legislative b~anchos of government, to effectivoly help the public in 
the areas of deceptive business practices and illegal &ctivi~ies. 

PROJECT aDJECTIVES ----.. ----'_ . .,--

1. Develop an automtltcd complaint data bank which ~ill ~rovide users 
with information sufficient to: 

* 

* 
* 
* 

InCretW8 number and impac·t of civil and crim:i.nal prosecutions. 

Strength8n disciplinary actions, thereby inc~cQsing number of 
revocations and 8uspADsions of licenses. 

Secure voluntary compliance with the laws. 

Eliminut~ duplication ot .investigative and p~osecutory activity. 

:rdor:r~:Lfy trends anc1 geographical movement on a t:imely basis. 

Eliminate manual record-keeping systems. 

* Recover maximum ~evenue for governmentnl agencies . 
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* Recover maximum ~ollurs for cunsumers. 

* Issue timely consumer .alerts. 

Develop u syntcm which will operat.e \I/ithin the cortstl7Cd.nts oi: 
conf ic1ential.i 1:",y of da ta and public disclosure laws i e. CJ. ,one 
which will not harm businesspeople or COllSllIn8rs. 

Cevelop statistical ·reports which will: 

* Identify and support nedessary consumer legislatioi. 

Assist users in prioritizing available manpm~or and other 
~ resources. 

* Assist users in identifying and supporting the need ·for 
additional resources. 

* Provide unitA within the Division of'Consumer Services and 
other non--users \'lith information helpful in resolving critical 
consumer issues. 

4. Bring into t:hc c1evaloped system every complaint ha.ndling agency 
in the s ta tE.\ • 

GR~NT-YEAn OB~BCTIVES 

3. 

Establish a pilot system containing fifteen (15) us~rs. 
After conclusion and evaluation of the pilot progrnlo, have 
available n systnm for all interested users. 
Add five (5) new users to the developed systcm. 

Mg,}'HonOLOGY 

The Department is lookin~ toward the development of a computerized 
data storage and retrival system as thc tool which will provide the 
greatest assistance in promoting information sharing an~ cooperation 
arnOULl9 complaint: hi.mdlin~l agencies ( a.nd identIfying signi.ficalYt illegal 
activi t.:i.0S and c;on8umm: C01100):ns. A feasibi.li ty st:udy is currently 
being Cl'Jl1c.1ucb:ld to exam;Ln(~ tlH~ concept of such a SYf~t(\nt; to look at: 
alterna Live me l:hoc1 s; and to determine whether a similar sYSl.E.ml in effect 

, in the State of Wisconsin can be adapted totally or in part for 
California. .. 

Prior to a contract: with the Department of G~meral S<:~rv:i,ces for the 
fc~sibility study, all available information regarding other· complaint 
data r(')tJ~:i eval propo~Hlls, st.udies and systems vias gal:1H:l:'ec1 to Gxam:i.ne 
the problems1,nherent in a system of: this type! to look at the benefits 
to be derived, to determine which, if any, systems ware operating, and 
to incorporate them into the f~Qsibility study. SOhle of the studies 
~nd systems examined are as follows: 

',: '6 
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"', 'rhe Dopnttmcnt of; Health, Ec1.uc'ation and ~'i'cllfi.1re's Ge11cl:al 
services Administration in Texas prapDred phasc one of a 
thr~c-pltasu conceptual dcs:i.<J1'l in March 19"15, which J:-ocog
nizcd the 1100(1 for an infol"nlu t.ion shUl7ing fjystcm and :i.n-
cludC!d el pl~eJ..iminary system design. 'l'11c pro~j ec'!: \'JelS not 
continued due to lack of funding. 

* The District l\ttorney's Office in Los Angelos conducted a 
fc[wibj lity stl.ldy in 1974, which support.ed a countywicJe 
automated complaint data system. The proposed system was 
Hever cleveloped due to inability to sccur(~ func1il;t9. 

~~ 'l'ho Foderal 'J~rn.c1c Commission in California began implcmen ting 
a system in 1971 which included as pnrticipanbs several dis
trict attorney offices and the Office of the Attqrney General. 
l't' WclS su))sequE',ntly abol:-ted. '1'he sy stem was impracticr:.tl from 
a user standpoint pJ:- imarily due to its complexity and the time 
required to input information. 

* The Department of Justice in Wisoonsin 8stabli.shed a systcm ill 
1970 which is still operating, and which has proven effective 
in combatting white: collar crime. 1'11e data banlc ,hets twelve 
users including state departments and district attorney offices. 

Since. the Wisconsin plan is the only working sYEitem in the 
nation of which we arc aware, its staff a~reed to reproduce 
its entire program for us to analyze an~ evaluate, both within 
and outGide of the feasibi1it.y stucly. '1'0 elate, it nppcars we 
will be able to mod\£y between thirty and fif(y percent of the 
SySi:Cl!l. 

* The Department of Agriculture and Consumcr Affairs in Florida 
has done some preliminary eVCllua'tion of the 1:>011e:\:I':it8 of a 
similar l;Yfltem, and is conducting a feasibj 1i1:Y study concur
rent 'vi th t:his Departmen'!:. Infcrma tion is being shared on a 
regular basis, and we hope to acquire inforciation which will 
be beneficial to a California system. 

Delta if3 all30 STuthCl:ml, from potential user groups, which will c1e:!:<:'rmine 
the bJ~e(\dth of the progrmll, the specific types of information to be 
stored, tlledocum~'~nt (s) to be used for inputtinsr data, Clnd the types 
and fl:Cc:rUcmcy of reports tn be issued. It is eX'!:rclllr)ly importan l. that 
the tlsc:t:s make th<: .... s(! c:te'l~erminations, since tho ~3ystf!li\ is fo1:' thr~ir 
~enefit nnd requires, full and active participation to be effective. 

SulH38(11.1f)l1.t to COll\pJ.(~t:L()n of the feasibility study, a ~;ystom \'1iJ.l be 
c1esi9nC!d which :i G sj mple, ea~)y to usc, inexpensive, C\nd v(hich captures 
FU'1r1 ,.-Phnl-.j .. " ·tl,rr'1'~"1,.,.{··I!''\,!:",\ oj",!."'! nr=f-'nf""'l,,4'-rr~1'\,~ ~,\""-f:""l4!,·,t ,i-l"\('.!t \'1!~Ii'''''''''~':'~ inl ... ,....,. ('...!.'-rf"'ltl'"\~n --.----.. ...... -1 .......... ''''' ..... •· ....... " .. _~ ..... 1 .. ,..,...."" ... ~;l6 • .... v '"""~;o.a..o ........ "'~;.a..V' ..... ~.:J: """''''~ ..... .c. ••. 6·, ~""'I.oJ "'.II.,.~ ....... ,; '"'J""'-"""'"''''' 
will bo tQsh~d both internnlly tlnd wi tll real input provi dc.:d by a 
] imi ted number of lu,ers. Upon completion of the 'tGs{:,ing/looc1i ficat:ion 
process, the; <lnta bank \Vill.be open to every complaint handling agency 
within t.he. stat:o. 1/ 

1.1 l\,t this timo t policy has beEm established \v1'1ich :L:i.rrtits Pi.u:U.cipation 
to 9c>vernmcmtal .:Jgencies. until all of the :r.and.:\:j celtions of t,he 
conf:i.cl.cllt~iCllit.y of c1nl:a nnd public disclosure Im,'s hnvG been anal·· 
yzea, this policy will rc~ain in effect. 

? . 
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'rho sysl:om wiD be cvnltwtcd on ~1 c0l1t:inuot18 banis b:) ensure :i.t. is 
moc'l::in9 t.he 1WC'('\8 o·r: tho tlse:r.'!3, and to dct:.m:l1\inc to \."hat exl:('nt: it is 
af5sis t,in~r in tho redt.wt:ion of illcgk11 Clcti vi tics Cllld doccpti ve businem'.; 
practices. 

\:t is cstirnatmd that at th" end 9£ the first grant yom: (,lull' 31, 1977), 
a prototype will be deveJoped anJ ready for pilot participation, evalua
tion and modification. The pilot program will co~nence August 1, 1977, 
and \vi11 rell1uin 'j Il effect. for at least six (G) months of t.ho second grant 
year. The activities related to this phase are as follows: 

I 

" 

* 
. 

Trainincj ma t.ori;:·tls, code and instruction boob" and original 
and follmv-up input documents will be developed by the Program 
Manager, Jr. Staff Analyst, and Associate Prograruncr Analyst. 
'1'110 estimr.ltE.~d fifteen (15) Uf)ers se1ect.r.:~d for initinl partici··· 
pat ion will be trained in the use of the materials by tlw 
l11c.mager and staLE analyst. 'l'c:!mporary cled.cal support will 
be provided fo~ Gach user to input current and up to six (6) 
prior months of compl~int activity. This will provide the 
systom wi'l:h a history file sufficient to commence testing and 
evaluation. 

Rtornd data ~lich haS bean sorted, updated and catalogued will 
be dissofuinatcd as follows: 

1. '1'ol0.phorw inquiries from llSE:'!rs 'vill be rCBpol1ded to imme
dintc:' Ly via daily computGr update a.nd terminal access to 
the computer by program staff. 

2. MiC!J~of 1che will b(~ produced '''t30kly and forwarded to usert3 
by the pro9rarn staff. UBers ,\li11 be provided ">'lith micro
fiGhe re.aders r ans with )"e[.l.del:-printa)~s, wpel~e necessary .. 

3. lIard-copy reports will be produced and forwarded monthly, 
quarterly ~nd yearly as necessary. 

'Ie 1m advisory commit.t.ee established during the first: grant yem:, 
and including representat.ives of the four (4) p~lot user groups 
(httorney General, distrj.ct attorneys, counly consumer protec
·tion a<;J!':mc:i.es and regula tory boards and bureaus) will contin'l1C 
to meet montllly to revi(~w and cvtl.lcmtc the effectiveness of t:Jw. 
progrAln. hlso included in tha meetings will be progrrun and 
datn processi.ng !:~1;.aff, who will advise on and subsequent.ly 
effect, necessary program chang0s . 

. * tTscn:l "Jill be trained t.e) l:€.'ad and act on· tho )~eJ?or t.:-;; which arc 
generated. ThcJ~. Staff Analyst will provide the training and 
';lill al.so assj Sl: users :in preparing reports and a.leJ:t.t,; ba::jcc) em 
the contqnt.:.f:l of the outpu·t. 

8 
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Upon c~nclt1r-;ion and Qvnltwtion of t}w pilot phaso of tho pl:ognl.ll1, nn 
est.i.mated fivo (5) nc!w users will be recruited i'.tnd aClded'Lo the devC:ll
oped system c1ul~ing the 17emn.Lnc1el" of: the grant yeal:'. 

Ii.. v. * 1'J:'o8p(~ct:ivc users will be identified by the ~c1v.i.sory cOl1lln:i.'I.:toe, 
recruited by the Pr09ram Hanc.t~Jer ,and trained by the ,Jr. Staf:f 
Analyst and data processing staff. 

• 

* The Program Manager and Associnte Programmer Analyst will 
assist each user in identifying its needs for information and 
81:ati5t1cu1 H.lparts .. gx~sting camputGr rl)~ograms "i!Jill bG 
adapt:ec1 to meet those needs, and new prog17ams will be developed 
as necessaJ:Y. 

* 

* 

Temporary help will be provided to each new user as necessary 
to input all current complaint data. As with the pilot parti
cipants, staff time ~eguired to perform the ongoing input 
function will be provided by the users. 

Hater ials and microfiche equipm(:mt will be furil:i.shec1 to meet 
current and ongoing needs. . 

The conclusion of the second grant year will see 
with a sufficient nunilier of users to gather base 
measurement criteria for program effectiveness. 
third year will be twofcild: 

a system operating 
data and prepare 
The thrust of the 

1. Add as many new users as possible to broaden the history filG . 

2. J)otc.~)'Jn;lne· if rand t:o what extent ·the system is meet:ing H:s 
objectives. 

The program is drawing on the expertise, not only of tfiis Department, 
but of other public .and private groups and individuals in order to: 

1. Desigri and operate a ustible, effective system. 

2. Avoid mistakes and pitfalls of other designs an~ operatiohal 
systems. 

3. BU.lninnt~~ lar~Je expenditures of funds by C;;1.pt:u.rincJ the "best" . 
of pr0vious system designs. 

'1'h8 glltlnU. ty o.E "necJds" and ot.her informational mat'~):ii'\l s fJ:ooc1:i.ng the 
Pl:oSP"'am Halla~Je]~ I ~3 office from law enforcement and complaint medintion 

. agoncies tht'oU9hout. t.he ~d.at<:~ indicates a' real inl:c:1-efit in t.he develop
men{: and imp] (mHmtationof !l system which can a sBi.~; :'. tho agenc:i.ef'i in 
ach.Levin~1 a ~l ceo. Lor. cl(;"gree of success in dealing w·i.l.h white c.::ollt.u: 
crime. 'l'he cnt:hllsiClf:ll:..i.c and active par·t:ic.i.patiol1 o.i: the members (Jf the: 
advisory commit.t:cG 0.vic1cmces a fil=m cOllunitmant to c7>operat.E" in the 
design of a complaint data bank which can be used 0ffcctively by all 
user s. 

9 
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'1'bo J')if~l:r:l.ct l\U:OrrH"lyl ti l\sGocdnt::i.ol1 clcvoloped, Pl~C'l1\\ll~latoc:1, we:i.9ht:(~d, 
C'valul.lt:c'd and fC>l:Wi.1l7c'l(;d CJl1.cst:i.onnaiJ7CS outli.rdng the ncct.hl or. the most: 
actj V(;' (li sl:l" ic l: nttorncy off ices. 'l'ho f:1ame qL1C8 t:i()nnni17(~ W,'IS; tHm,' to 
poll other 1J!iCr 9rotJps. 'l'he Deputy Attorney GOlwr,1l in chill'qe of COll~' 
Burner frauc1has inpu t a sign.1.£ ican L: amoul'li: of infol:'ntu. tion for usc in, 
the developmGntaJ. process. ~.'he various boards and bureaus within i:110 
Department, as well as many county consumer protection agencies have 
provided needed i11Sights into the needs of regulatory and mediation 
agencies. Eachcooporating agency has a direct interest ill the success 
of the projeot, since each will become .a recipient of tha benefits of 
t.h<:1 system. Letters from th(~~· initial user group represel'ltatiyes CU'E-} 

located in Section D of the Appendix. 

As stited previously, no similar information-sharing programs exist, 
~lot only in California, but throughout the country, with the excep
,tion of the State of Wisconsin and the two or three states which have 
implemented its system. 

Staff Training needs are being contj.nually assessed as the system is 
dev~lop8d. The Data Processing Technician recently completed an in
service course in job control language. At least one course ill sta
tistics will be completed by the Jr. Staff Analyst. Both of th0 data 
processing personnel will be trained by the Data Processing Manager 
in general Departmental procedures, as wall as affilJ.iated data center 
p)~ocesses. '1'lle Pro0ram Managor is participating in i:110 "Program 
Management" series offered by the University of California, Davis 
extension program. In addition, a library of materials is being 
developed which contains all relevant information f~om the program's 
outset. All staff are required to familiarize themselves with the 
data being compiled, as well as to attend the advisory committeo 
meetings, which apprise the staff of direction, policy an~ develop-
mental changes. r 

Ass:i.stance will be ,n:quested from the Departrnc-!ntal Training Officer 
in the development of a usel:s' instruction package, and in the method·~ 
olegy to be used by the staff in, its field training . 

10 
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Chief Dep~ty Director 

I 
Chief? ~ivis~?n of 

Ad::J..r;..l.stre .. -c~cn 

~ 
Data ?rocessi!l£:; l1anager 

~~ovides direct su~ervision 
rto D.? .persor~el. Giv~s. 

~ !~ecr2:~clal adv~ce. Assls~s 
-' i':"n dev-31o'Om.entaland oper

i::ltio!:al nroblem solving. ! ~ , ~ 

P~og~a~0er Analyst 

Advisory Co~ittee 
Re';)resentatives of: 

Attor;ey Gener~l's Office 
,District Attorr-eys 
! Oo:).nty Consu""'er P:'otection 

AGencies I 
Reg~latory Boards and Bureaus 

Departmen~a~ Staff: 
Legal COI.::"'."'lsel 
Chief, D.O.S. 
Su""'erv'; ~i n"" .\ .... .l..0.,..,.,...0\7" • .t-' ..a.~_ -0 l<~v v -J-';"~r.I' 

Representation Unit 
Program r-'J:anager 
Pro~rammer Analyst 
Program Assist~~t 

Assists in develou~~nt of 
system by identifying user 

I 

and user group ·needs. I 

--

- - --

" 

'I 

I--------=-·~--~~--~------------. Project Director 
Chief. Divis:"on of 
C ""1"'S'~'"1':>~ So ...... ,,-.; c ""~ v _ _ ~'I--._.. .... -L. __ ' __ 

=,.or..=.-
:;:::--_ ..... -Sets policy ar..d. establishes 

program direction and scope of 
• .l..' I 0:peraVlon4 
!..-.::--..:...-~·I---

Progra1!l f'lru-::.:tger 
Staff' Services i'Ia..:.~ager I 

Cooperative Consumer Protectio~ 
Program. Gomu1aint Data S7st-3~ 

Develops pilot progra=., tra:"~s 
users, and IIsells ll syste::J. to 
potential users. FlaIls, orga.."lize .. 
and directs the develop~e~tal ~~ 
operational ~hases of the prog=~. 
C ' . t . -1-' •• oora.J..na es ~'n lin. prospec~J. va . '-:lse=: 
and user g~o~ps. Regues~2, QJ..S

·ours e sand approye s e}..""P end.:" t,,'l=e s 
of grant fund~ •. Plans ~~.~re?a~ 
nt"T'OYlri n 0 "t"'-("\"Y'!: nrt~r"'1. on"'-'-n-- I"':nm"f"I,' ""'"rOC:: I 

I
~OlJ"'O&;~~:.J ~'\;T":'" ",,",,~~~ ... r-.;;;;r-"f.l V~~=~\,J"~--:*--

Evaluates and trans~its data de
veloped'by the co~mittee to data 

. ~. h . processlng a:lc... o"C .... er sj~s~ezs 
:;>ersonnel. 

P.,..,o~~~~ ~a=~~t~-~: 
..A._ o-~ .. ----- -- .. , 
,jr.. Sta.t:' j.~=;tl::5 ::~ 

I Stenographerl 
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• Hl\Nl\GJ:~I·mN'p JU~conJ)~, 
-----.-.-~---

'l'})c clienl:ole r5l'1)~V(!cl (users) and compul:cr scrviccB rc'mlcl':c'd (key-
., punchin~r of: input documonts, file updates, prepnrt'ltion of micro. Elcho, 
1 hard copy and specinl reports, etc.) by the project will be a~counted 
'. for in ct compnter pr09ram designed to nllocntm f;erviccs and costs to 

specific ueors. Services provided by the program staff (video inqui
ries f audit.j I1g o[ input dOCllI1H:':!nts, copywork I distribution of reports, 
etc.) will be accounted for manually on a lime-spent basis. Services 
which cn1.not: be aJ.locnted on an act.ual basis (consumer alerts I st.udies, 
complfd.nt: tn1.cJd.ng, etc.) \',1111 be catalo9ued and pro··):atoc! to each of 
the nppl.i.cal.>le users. 

• 

• 

E~penc1 itu:r:ns nre acco1..ul't:<:\d for by th0 Departmentul ACCOUlyl:.:i.ng OJ: :U.CG 
w1.t11 a Ph.i.llipl:~ bookkeeping mnchine. Statements are issued monthly 
or on demand, if neccssnry. The office adheres to the State Admin
istrative I·~anual in developing and implementing its accounting pro·, 
ccdures, and follows the required retention schedule for source doc
uments. 

D0tailed records are kept. relating to contracts for technical services 
and charges as}ainst each contract arc verified and dec1ucte<l from the 
total to ensure proper spending. 

Paid full-tim0 and temporary personnel arc established in scparRte 
rep()rtin~J Ull i ts and suppor'l:c:~d by vmrral'1t re9 is b:!rs. Ful1~·time em·· 
ployees who devo~e only a portion of their time to the project (Project 
Director, Data Processj 11g Manage):) submit approved time mheets each 
month which axe f:i led by bot.h program staff an(1 the AccCll.1Jlt.:i.ng Office . 
Voluntary help will b~ recruitnd, when possible, and program staff will 
prepare file cards showing runount and purpose of time svent. 

The meal:'\ll:elt\Dl1i.:s or bench marks indicc.l.tive of succcsFi.fuJ.ly mE:~otinlJ the 
object:.:i. vos of the prn~117arn are, at this t·.ime, \.U1quantj. f i.uble. As the 
pl:oject pl:o~Jl:esses U));ollgh the development.al and pilot. phclSCS and into 
st.atew:i.d~~ OP0l.'Htion, (1ata will be gathered t·.O be USE.,d r,tS cl base for 
fut.ure JnN'l.S1..1T.'0I1'lent. Also, I.mtil the stut.mvic1e user. p!)pul;."(tiol1 is 
kn0\l111; i. ('.)., the 11l1Inl,er r si7.(), and complRint impact: of uucncies uEling 
the dnta bank; c:l.llc'l the Gxtent to \'lld c11 we can c1cflign ;.1. usnb) n systCitl 
Hhich \'ID.l. (wptU):e all lH3C(~fJSilry datn h<.1s been c1etc'l:rn:i.noc1; it is :i m'~ 
p08siblo to predict \vhe11., if, and to \vhu.t degree we can meet the stated 
objectivl~S. 

In 9nt.llC'l::i.nry dllt~t t.:o b0. l1s(:lc1 a~; a basis for mensurcm('n t, WC~ ilre conEd-· 
dering th~ following: 

1. Number o:F. civil, criminal aud discip15 nary 
and i:hcd r locat:i.on (county j\.U:~sdiction.) . 

. 13 
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2. 

, ') 
.:J • 

TIoHults of lit-:i,:;JI;ltions; 1.0., l1Umbol: of CclnCf;l \'lon, p0nnlties 
and finCD DRaCGsed, injunctive relief provided to consumer, 
lice1l8(,~s revoked or suspended, etc. 

Tire ~nd amount of illegal operations movement from county 
to county. 

• 

• 

t1 • 

r" J. 

The twenty (20) or so most prevalent types of economic crime. 

Numbor oE man-hours expended annually, by agcncYf on investi
gations and prosecut.ions versus number of respondents inves
tigated and prosecuted • 

• .;:1 6. Number of Hl1l.n-hol.lr s expended annually, by. agency, on off ice 
recordk00ping systems. 

7~ Nunili0r of consumer bills introduced and passed each legis
lative session. 

B. Number and t.ypes of u~ersr and number of complaints input 
into t:he system. 

Dase data will be col10cted from computer OUtPl1t, and from manual input 
supplied by tIle user groups and non-user Departmental staff. The Pro
gram Manager and Jr. Staff nnalyst will be responsible for- the accumula
tion of data, and for the subsequent measurement of new data. No deter
minn.-tion has been made as to the method of r.ecording measurement delta. 
If it proves cos't offectivl=-!, a computer program will be designed which 
will store b"lse data I accept no", input., and provide p(~rccnt'lge and time 
reports of changes. 

The initial assessment of the program's effectiveness ~ill be made by 
the Pro9rw.Tl\ Nnni:\gcr j,n conj une·tion with the Proj ect Director and Data· 
Processinsr Hannger to onsl1:t;e that the data provided m(.~ets the estab
lished measurement criteria. A further, comprc}lonsivc assessment will 
be made by t.he D1.H.1get Elnd E.D.P. staff: of the Departm(:.1nt of Financa, 
the staff of the Le9islative Analyst's Office, participating users and 
user 9ro1 tpS and the Dil:ector of th0 Depar tment: of Consumer l\ffairf>. 
None of the llun-depm:tmentnl staff vl'111 be paid for their services '\'-7i th 

,the except.ion of travel expenses if a joint assOHsnt01d: meeting becomes 
necessary_ 

No sl?Bci:tic contacts 0): propostlls haY'e boen ronde to dnto t;o sC(.!U):o 
011gol.n9 flll1clin9 fOl: an autonw.tec1, st.c: .. towide complaint data system. 
General discussions have taken place with user. groups, tho Depart
ment. of pj nanc(~ t the r..G9 islativeAnalyst' s Offir.e ana f:'ederal Gov
ernnlEmt. employees. At this time, three (3) approaclJes are bein9' 
examined: 



, 

a 

• 

1. 

2. 

l\u a s0);vico \"h :i.ch ben(~f: it.s the gencrnl publ:i.c, t:ho prO~rl.'i'lm 
conJ.c1, if proven cffoc:t::i.ve, be p:r:(~s(m~('(l 'tothn JJc~risL',1I:m7C' 
and, the GoV(~rnOl~ f01: consideration un LI G(mc~r.al Fund nUd~'8t 
Act Item. 'l'hc Wisconsin Departmont of Jl1~'ltic(:) '.'li'IG success·~ 
f:1..11 j n sC'cnring approval for this type of fUhc1l.ng, ,,,i tl1 users 
bear in9 the cost of special reports uml service~1. 

J:'ederaJ. FundinC) 

The Federal Government has long been interested in imp le
mcntj,ng an automated complaint data system on a n~tional 
bu.'sis i i. e. ic1.en tical code systems, dE.~fill itions of pl."oblt:nns 
and products or services, follow-up actions, etc. If: we 
arc successful in developing a system whicll will effectively 
sorve to deter \,111i te collar crime in California, it is pos·· 
sible that Federal monies could be made available, and t:lVlt 
our program could serve to launch a nationwide system. 

3. User Funded 

~rhc funding of the system by those tha'l: Inetk'e USE\ of· it 
would nppear to be tho easiest, most re.:tsoll<lble method. 
lJowever, many agencj es, particularly local units of <JOV-' 

eJ:'mnent, arc op0.rati ng on extremely tight buc1gE:1tn and all 

increase, no matter how relatively small, may deter a 
vital user from participating in the system. 

\"h~rt:her wc~ Cll~C able 'to secnre a comil1itmcnt fl-om a l?cdcn'l.l agency r 
receive approval to be part of the Stette General Fund, or hecom8 
user funded, W0\ arccollmli tt:ed t.O devc-!loping an inexpensive!, cost 
effective ByG'l~em wh:i.ch is simple to use, easy to incol:'I)orate into 
existing office procedures, and worthwhile to users in their quest 
to eliminate white collar crime in California . 
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OIFICE OF CI~H\IIIAI. dUSTlCE PLI\NNIHG 
15. PIWdECT GUDGEl' 

-""""'"'-. ------._-- . __ ._------_._-
£lUOGET CATEGOHY AND LINE ITEM DETAIL COST 
-----!--_.-. -- --------_. 

A. Persol}a1 S9.t.'Lic9..§_':'_ Salar.,i_e_s ________ _ 

pnOJJl;c~.' .DJHEC~\Or,.c. (Chicf, DivQ of Consumer Services) 
~~2 , 5:;7 x 12 month~~ x 51}1J 

Sets policy tl.ncl orrGo.blif3h0E3 general direction of the 
program. Bcrv0s on adviBo:r.y comIlli ttee. 
-.-----_._---_ .. _-_._--_._------------

-" PHOCHAl"l MANAG1~H- (ntai'i' Services Manager I) 
~~1 ,7LjJ~. :x. 12 mon-bhs x 100% 

Responsible for all developmontal and operatiol1nJ. 
phasefl of program i:r)(',J.udinr.~ methodology and. proce
dures. Cool'd:Lnab.w VJitih Uocr Groups, Dep·artJllc.mlial 
Data Pl'OCCflf3:i.nc; Unit and ExecutivG Office, and tl.lG . 
DGpartm()nt of IPinanGe EDP and Budget units. Reports 
to Chi.l~f, Division of Gonmuuer Services. DirGctly 
supervises tlunior Staff Analyst, Stenographer, und 
tcmporary help. Illrlirectly fJUperv:i.sos I'rogramlllcr 
AnalynL and Datu Proccssing Technician. 
-------.. __ ._---_._----------
JUNIOH S'.l'J\Ji'l" ANAlr'U:J'J.'- HD.ngo A 

----_._-

i~20, 928 

~p919 x J2 montho x 100% d~ 
~p11, 028 

Acts ElS afJuif3tant 'bo Manager in implementing program. 
Assumcn l'oBponsibil:Li;y in thG absence of l"ltlnn.ger., and 
makes decisions as lillcessary. Develops and. prepares 
si;utisticn] ropo'!' I.;n.. Does l'csenrch for. legislation 
and tracldll~ of. criminal and other complaint acti vi ty . 

. _--_.-------_ .. 
S~rENOGHl\PlIEt?- Hango B 

tvl87 x l~~ mon'l.;hrl x 100% 

Undor d'll'()ct.ion of ,the PI'OC;I'am l"lan8.(~er, providos full 
cleI'ieal SUppO.1.'t for all program personnel. 
---_. _ ..... _-_ .. -.. _--
tI'El'1PO!~Alr{ lI"~;LP-' (Ole:r.'k 11) 

~t6?5 x 10 cl(!rkl~1 x 1 mon.th each 

Pl'ov:i.doR amlis1;nnc(' to new user's in inputting accruod 
complaint data from current manual records. 

.. .................. _.----
TOTAL continued 

._-----
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OIFICE OF CHINII·lAl. dlJSI1CL PLAIHHNt; 

15. PROJECT UUDGET 

.-.. ,-------,,----.----~-------- -------.--.---.-- ---·----·----1 
UUDGn eA'l EGORY AND LINE ITEI·! DETAIL ,,' COST 
I---~---.-... ----... .,.. -_._. _______ . 

A. Pm'solia tSr:l'v.1 cas....: Sal ari as ~ continued 

DA'J:A J:"HOGEBGING MAl~A(mH.. I 
1~1 ,916 x J.2 months x .J.O% 

Diroctly 8ll1WJ'vir.Of{ l'rogi'amw.or AnalYl3l; and D{l'La 
Proccwriing ~'ochnicinn. Gi vos technical advice und 
assists in problem solving. 

~.---.--------------~.-------~-----------.--------

.ASSOGIA~~E J'nOGnA~1l1l!;H ANAI,YST 
~~1 ,589 x 12 months x 100% 

AnaJ.yzos input from users and Program ManagPl'. \Vri tos 
modifios, tostn, and dcl)ugs programs. Prov:i.(icf3 con
.tinuO'l.U3 uGnif.-ltnnco as new users come. into the proc;ram 

. and systems aJ'e rBfined. and oxpanded. HGpOI'ts dir'8ctl;y 
1;0 the Dnta ProccmLi.tl() ~1anagol' (technic.al) 'and in
dil.'ectly to the },ll'ogruIn Manager (lH'oe;.t'am). 

DNPA PHOCE8BINU IJ'1':CJ1NIOIAN 
$1, Glla x 12 monthn x J.OO% 

Asnistn Proe:l'amllloJ' Analynt i.n runnine; and t(~£rt.:i.ng 
progl'nnl.8.. Behoc1.ulcw ropol" l;s and reviews OUtl)l.llis. 
HGpol'GS d:i.l'cGtly to tho Data _ I'l"ocessill{j ManaGer 
.( technical) and incl:LJ.'ectly to the PrOe;l"mn Managor 
(pro5ram). . . 

------------------_._ ........ -

-1----.--

-._------_._----------_._------_._--- ----_._--
TOTAL 1~8~), G2'? '---_._--_._._-- ------_._-_._--_._-------- ----_._---
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OFFICE OF CIU~tllIAI. \)USTlCE PLANNING 

PHOJCC'I BUDGET 

._._. __ .--------_." .. _ .. __ . __ .....• _---_._---_._-_._--- .... _ .. __ ._- --------_ ... _--" 
BUO(;ET CI\T[GORY I\ND LINC I'I'EH DETAIL COST 
--.. --.. - .... -----,-... - ...... --.~-. ----.---.. 1_-. ------------------G. Pcrsonal SCI'viccs - I3lmcf;ts 

-----------_._--_._- - ...... _--_ ... ~ .. ---,---

2LI·% of total 80.10.ri08 and Wages 

BE)J)ofi i.;n ineludc Retirement, OASD1, Hea.l th 
and H()'t'lUIlC)],ll f3 Compcmsation 0 

'1'110 ])cpr.J'1:'tJllcnt) 'l:d.th the approval of tho 
DOI>RJ."t;rf18nl; of Ji'irwllee, budgets staff' benefits 
b"u,wd. on a })o:reontage of 'l~hE~ total of 
G<J.lal'iefl and. \']ap;(')~). The reason for thiR 
ln0thou is that the Department consists of 
thirty-·nino auto rlOInOUS budget items, each 
with a GElpnI'llto fund BOUl~ce M Dov01opme:mt 
of thD.t numb0J' of benefits schoclul0's in 
mue}) too cOtrlil,Y for tho bonefits received.. 

111w pOI'contnge :i..e to[;rlied throughout the 
DOp£ll''l;nwnt on n. l'egul£l r. basil:{. Daring 
the 19r/~)-·?G lilY', iillG 19 .. 5% budr.;eted for. 
sta f'f l)(lTlofi tG pl'oved true, and on that 
lHl.nin tllO })o11D.r limen 1; of l il:i.nanco approvQd 
incl'cD.~J(')B foL' 1;}lC 1J.lot81 Equivalont.; 
Componr:a'Lion p~tckn.r~o and OAS.D} of. 3% foJ.' 
tho 19'16,-7,/ (Clll'J.'crrt) Y'oar and an aclclitional 
lWib for Lhe 19'!'1~78 (budget) your. Wo 
thoretore roqrilrA a total of 2ll~ for tho 
19r1'1 e;rant y·c<1.r" 

~~20, 0'(0. 

. __ ._-------. .-.. -.-............... --_ .. - -'--_._--
'r OTAl 1t2('),070 -.-----------------_._._-_._-.-. __ ._-- -_ ..... _-----_ ... - -- -::: 
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OFFICE OF CRHIINr\L JUSTICE PI.ANNING 

PHOJECl UUDGEr 

_._----------... _._--_._---- ',------ "---~--'.-----

£3UDGET CATEGOf{Y (\1m LINE ITn1 DETAIL COST 

". 

·--·---f----·---l 
C. Truvcl-·]In}l:u~bm()nt of GOJu.mmo.1' .fI. ffn:1.J.'s })oliciC'G Uoell --_._- ----.--

:r n ordol' to D.<1d an. os timatocl fifteen (15) pilot 
Uf.lOJ.'fJ Flnd fivo (5) neVJ l.lnCrS to tho COlll'pln..Lnt ])nto. 
Brink,· :i. t will be rleCofH.:i8.ry to visit ench. of tllOm, 

.0).' br:i.ng them to So.cro.monto, to cx:plain tho med.t[, 
. ..,.., of tho f.l'ystom awl to o,tlcourD,£So' their puX'ticipa tiOD. 

In addition, trai:niIlg \1ill be providod cd-tller in":" 
clividllD.Ll.;y- or collectively. ~[lh('! cost of OllO of the 
pl'o(';.l:'nrU staff visitin['; an individual llGor ngnnc,Y :i.E', 
the ChC'o.PC:H' mothocl, ~linc() 0110 pernon cnn inrrtJ.'uct 
mnlti})lc a(~OJlCy r,taff. Both tho Progr.'o.lll l"Junr;l,goJ' 
a.nci the J\mioJ' Staff Analyst will be invol vael in 
tho trainjn~ of usars. Forty promotional or 
t1~ining trips nre costed as follows: 

. , 

Sul:H.lif.4't;encc '10 x ~~35 
C~uT:L0r (average) 1~0 x 1t50 
Mionel] ane01.lR (cab, limo, LI·O x ~~lO 
travol to airport 'I parldne;, . 
etc.), 

= 

== 

1~1 ,'+00 
2,000 

LIOO -----

~~ho Bto(wi.nc; UOltDnitt(:1e will continuo to mORt 
monthly th:rough the I)D.ot progrum' (six inonths)« 
Ji'onr (!.I·) meGt:i.nf~s will .be held in Sacramol1,to and 
two (2) in Los Angelos •. 

Subr.d.stcl1no [I· x ~1'~)5 x 3 lncrnbe1'B .- ~~ /~20 

2 x ~1·35 x 9 nlGmbors .. 630 

Cnr:d.oJ' 'I x ~1Ji.5 x ;;; 
'" 

moml)crs _. 5'10 
2 x ~~5a x 9 mombors = 900 

11isc (~lJ.UllO O1.lI3 'I· x ina x :3 mombEH'8 _. J ~)O 
2 :x 11·10 x 9 T1lombers = ___ .18(~ __ 

I 

1~3 ,~iOO 

2;'190 

---'--.-~'--- ---'---- -... -~ ... -.. _. ------_.,. ... 
TOTAL cO.nti I'ln6d ---_ ..... -~--.------ -.-~--
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OFFICE.OF CRIIIINAL JUSTICE PLANNING 

PfWJEC'! BUDG[l' 
, 

~ •• , __ .. __ ... _____ •••• __ .... _ .... ____ .... __ .. ______ • __ ._ ..... -."', __ • ___ • ___ ._ ... ___ ~ .. ___ --,-.. ___ ... ____ u 

BUDGET CATEGORY AtID LII~E ITEI'l OETAIL COST 
---------------1------

C. Traver- con binned 
,--------·------------~--~-------I-------,-~~-

Initial prop;[,DlU evaluation \vil1 occur durinp; the 
fiNd; oix CG) months of tho groftI'd; yoar. ~.\h:i,8 will 
requirE) talkt1 v.ri.t:h the ma.joi" UISGr. C;r.oups including 
the Dis'LrJet At'l;ol'lWYS, Oounty Consumor :I?rot('!c'Lion 
AgF'!,nc.ios and the At !;o:rne3T G0noral, as well Elf{ prob .... 
10m solv:Lne~ fOJ' the pilot 'I.l.S0.r.S on un. inclivid1.lt'l.l 
banis. \.Jhilc many of the problems cun bo soJ.vcd by' 
te.J.epJlOHC1, Fwrne will require travel to the UGCI'S 1 

hoadqLHl.1:G(7:rG. An: average of two un EJtaff will 
at; tcmcl, COlI.S:i stinrr, of the Proc;ramlllGr Analyst and 
tho Prof;rum I"lanG.ger/Junior Staff AnalYBt. 

Subsiotonce 
~l' ull(: 1;) 6 X ~t'3~ x 2 = ~t; 11·20 
Problem Solving 15 x ~~35 x 2 = 1,0,0 

CarrieI' 6 x ~1,50 x 2 = GOO 
15 x ~t50 x 2 - 1,500 

l'1;Lscolhw.GOU8 G x :It.lo x 2 -. 120 
15 x ~~lO ,x 2 = ___ 300_ 

Th<? StH'GO of W:i.neoJwin has .GovGral abandonod 
programs, D,ncl p.:t'o~rams in their Dcpar'bment of 
J\wtice logttl sYf3te.ln wh.ich may be dCf~ired foJ' 
UBe ill Cn.l:Lfornin. A tril) to \~isconBin by 'hoth 
the Marwgp.T.' rl.lld P;cograJlllllcr iFJ spoculnt:LvG, but; 
has been inchtd0('t. :for budgotary pu:rposos. 

Lodging "I x ~,25 x 2 x 2 days = ~t. 100 

Sub Gi. f3 bence 1 x ~n5 :x: 2 x 2 days = 60 

Oarrier 1 x ~~350 x 2 = 700 

M.isc(~llmJOouG 1 :x: ~n5 x 2 x 2 days = ~9 __ .... 

----_ .. _----_ ... -,-----

~t.;J, 990 

920 

. ----
~I~ll, :;00 ______ . _______________________ ~~ __ , _ _'. __ . ----------1 

.~ 20 
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OFFICE Or: Crut,IINI\I. lJUSTICE PLI\NNING 

PROJECT BUDGl:1' 

---_ .. _------------ ._--'---_._---
BUDGET CI\TCGORY I\ND LINE ITEr~ DETAIL 

~~·---··-------COST ---1 
,-- ----, .... --- ·1 ---------. .,---.-... ~--~'----

E. Operating Expenses 1--------.--------, ___________________ _ 
GENEJ{AIr lj:)(J-\EN~~g 

Sup'pliE)r~, COIlYi'Jork, mi~lcellanoolls 

PRINTING 
Input ann follow-up documents, reports, ('.ode 
and inutruc'!;Jon booklets, stationery @ 1p~OO 
quart~r (RVeI'nee). 

POG'.I'AGE 
1'1ni.l:i.ng of \\10()}':J.y mierofichc, lllo1l1jhly' and 
qUIlI'torJ.y J'cPC)l'ts, new and. updated code and 
il1Dtruction books, eorrespondence @ ~t,250 mon.th 
(avox·nc;e) • 

TEJJT::PllON1'~ . 
l)rogJ.'am l"Inna[';(-)l~ and staff @ ~nl+o month. Data 
Procensin(5 staff @ *~GO month. 

REWP 
Program r1n:nng(~r and Staf.f 

805 Bquare feet @ ~~ .. Si/l~ sq. 1't • 

Da.tn. rL'OCe[lrri.ll{J; nta:f.'1' 
200 squaro feet @ ~~.5/~. sq. fl;" 

Security Services 
5 Clll.l?J.oyees @ W35. LW per emplo;yeEl 17'7 

I'Ga8jn~ Gc:n~yien!3 
@ 2.7% of baso rent 

DNrA PHOCEGGl'NG 

Video Uni1;: 
hlf:3 balla tio!] 
HcmLal (tV ~PIDO 
per month 

'-_.-----_ ... -._-
TOTI\L 

~~ 300 
5,/1·00 

.- _1'10 __ 

. ~~ 2,968 

2,000 

3,000 

cOl1l;;j.r.mE:cl --_._-,----_._----------,------_ ... _--- _._-----_ .. _-
.:- , ...... . 
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• I OFFICE OF CHUUNAL JUSTICE PLAIlNING 

PIWJECT (jUDGET 

-----.. -..............---.------~----.. ---.--
, nUDGET CATEGOHY AND LINE lTEI1 DETAIL COST 
,----- ---,----------------.. ----t---"'-....... ,'""--
------------.-----~----

DiHC Stora[!;o a.nd Spindle: 

}ff pac1;, U-:~5, (lOO, 000 b1.h,) 
requirnd for 9,000,000 
character record, pluG 
tc.1.)lon aIld progJ.'HIIln 

..,.., (l!'ull l)rog.r.am .'. ~~~~OO mon"lih) 

J!'irst Quarter 
Second '~.l1.n:J"bEn'· 
~ehiT'd Qlw.:r.tcr 
}rour'lih Quart;er 

- 50% 
- 60% 
- 80% 
-100% 

Video Inquiries @ 1t·;WO month 

l"1icroi'i(: l:w: 

4 con~lnint8 per pa~o, 270 
pUBes por fiche. 60,000 
compln:i.llts :-:: 56 fj che, plus 
one oxtra sort = 112 ficho 
per 1.WC'J', po.!' w(wk @ ~~J..35 
(oriBinnl) and $.O'l (copion) 
(J!'u11 })J.'oe;ram - ~~16,a30.y:I.'.) 

}I'iJ~F1 i! __ Q:~:l,J."t;S':.! 

~~300 
360 
JIBO 

. 600 

52 fiche x ~I;l .. 35 x 13 weeks ~~913 
52 fiche x ~~ .. O? x 1'7 copies 

x 13 1;Jks.. 801.1· 

6G f:i chG x ~~1 a:J:> x 13 \\Iks., 
66 .fiG1J(~ x ~1;.0'l X 17 copies 

x 13 wles •. 

~11liT'd. q~y'u.·tcE. 

9P f:i.(;lw x 1\;.1.. '35 x 13 \"leG. 
Or',). f' 1 .If .. 0/') :x. '.)2 • ~ . lClO X ~ (_ ~_ coples 

X l~ wks • 

1,158 

1,O~0 

1,615 

1 , '7'1-0 

2,/100 

'w 

----.-._-------_ .. _--
TOTAL -------"-----

eon'li:imled ___ .. _ .... _ ... _ . .. _._~,,/ .. ~_o. __ , 

22 
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OI'FIGI: OF CIUHlIlf\l.. ,1U'I'IICE PI.I\I'411111O 

I'IWJEG'I' nUDliCr 

•• _. __ ''' ____ ~ ____ ."_'._ •• "_"."'_~' ... _ ... _ ... .__._"'_ .. ,10< ___ _ 

mJlJGET CI\1EGOnV I\I!() LItlE lTU·! DETI\IL COST 
1-------_.,--,_ .... , ....... - ..... --.--.... ----.... --.... -... -.--.. ---.-... - .~-. -~ .. -.. -... - ... -..... -, .. -

E. Opcrn1;'jllfj Expcn:.;cs - contd.nuccl 
..-...-.. __ .... _ . ...-._-_ ...... _---- ---_._---._---_. __ . ,-

It'm u"t; b (:)1.1 n J ,t; (' l' ., _______ ::lo. _ 

, 112 fi(J}w K i~l. ';~.> x J 3 W]<'f!. '1,966 
J.12 fiehn :x. ~~ .0'( x ~~(~ copi CE~ 

1.. J ? ')/,1") X. . ,:; \11 u; • _;.:.., t". t /" , 

UompUl;llJ' Sorvices: 

~~)oo pEn' haul' (1. n'[;cn'1'1.n 1 i;ime) 
plus !'c?gu1 ar PI'O(,;l'RIIl anc:i.J lal'Y 
cH'H1tn of ~~00l:1 nwl p:r~og1"alll 
t0still(~ nnc:i.llHt'y casto of 1007~ 
(:i.ncl\td(lr~ mmuory tim(;, '\:;n.}?G and 
disc OC:GUp!.JUc'W, ct~rd rcadinr.;, 
carrtrol, and pl'oGod1.l..re wJ:'i tin(5. ) . . ' .. 
Schodu1o: 

10 nd.nu l:('fl compul,ol' tittle 
(dally npdnl;n) }: )? weaks 
1 IIl1 ml'liG comp1.l'l;(! l' time 
(Gxt~'{;l tiO l' li) X I;:' W() n ko 
A ne i lll.u:,y co c t~) @ ;:00% ().f 
~~ 'I, ?U, 
1 hour computet' t.ime 
(Pl"C:\f.~l'alll to~rbillp;) x l? 
months 

,9, 56,? ~ 

G,OOO 
And. l1aJ/Jt cOf3tf3 @ 100% of 
1~ C, 000 G 000 ;'G, 3~)O 

---.~-.-

Data '.l'l',aLHJC1'iption: 

60',000 (·oUlpln:llltu, 150 
chal'OC LnJ'(1 nn.e h ,.' 9,000, 000 
ol:l'ok(·H:. B,OOO kll.)'Pl.lltch 
fitl'ok('f! pOl' h011l' ~.:" 1,12) 
hOHl'A. 9, ~;lOO Vt~I'if:iC:f1.tion 
u'[jl"olms ]:)(\)' ]iO\u: ~~ 9/18 hOU1'O • 

----... - -.-- ... --.......... - ....... -.~ ........ -.-......... -_ ... _, ..... -_.-. .. .--.... -.. . __ ._-....... ---... -,_ .............. _-. -" --_ . ..,,_ ......... -.. ' ... _. 
'} OT/I I. en 11 t:i.nllod 

___ ... __ , ... __ .. __ ..... _ ............ ~ ... " ........... 10· .......... -.~.""'-- .. t""'.-... -----.. - ............ - .... -.-.... ---.-.-- ---..__ .. _._ .•• _ ...... __ • 
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orFICE Of CHIt'IlNI\I. JUSTICE PLI\WIING 

15. PROJECT UUDGET 

---"'-_ .. _ ..... _ .. -- .... __ .... " .. - -~--.--..... ~--- ....... '-----.. - ... --------.---..-.. .. _-_ ..... '_ .. _fil. ... _ 

nUDGET Cl\rEGOI~Y I\rm LINr. ITEM Dtrl\Il COST -------'--------.--,,---, .. -----~, ---'---- .. _--- ._-----
J? 0PCJ:ilt.i.llC: E:{pon(1on "" cont;inuod --_.- -. __ ._-.,-----_0._.,------------

ADM,I:NI8'J1Jl1Vl'JVE PHO-R,VL'A 

])(')pn Y"~melltnl overhend il:1 curT.'(m'l:ly chm'(';(~d 
at tho J~nt;(> of ~.E32% of oach agc)l1cy's LoLnl 
oxpond:i.tt.lJ'cG; l:hol'o:l'o'r'o; tho rnnx:i.mlUl1 allowod 
'by L.E.A.A. can be fully SUppoJ'God. I 

._-----

---_._---, '---_. ___ r _____ . _______ _____ .. _, __ 

TOTl\l 
._:..._-._ .. _,,-_ ...... __ .- -~-- .. , .. -, .... -.... -'~-- ...... -- .. -.. .. ~--~------...~"'--... :-... -... --..... ' ............. - .... ~--~.' 
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OFFICE OF CRIMINAL JUSTICE.PLANNING 
PROJECr BUDGET 

------_._--_.------ -----_._._--_ ...... _ .. _-----
I3UDGET CATC(10HY 1\110 LINE JTE~' DETAIL COST 

·_-------_·--------·--------------1·----
G. Equi pnmn t ----,------- --.. ~,---.-, 

I~ive (5) Nicrofic]w 11rintor/Houdcrn 

Hoqu:i. T'cd for no\'1 ncorB. ~lf 1.;01' completion 
of 'l;lw 1'.i.101. IH'op;l'am 

tt1 ,9~O oaGh x 5 

Six (G) f'1icl.'ofiche Readors 

'ro provido largc}].' ])ic'brict Attornoy 
offic('G w,L l;h additional renders, 
b:r.in~illp; Nwh off.ice to a "to"liul of two 

it2;io each x 6 

6ne (1) ]~lGctJ:'ol1ic Calculr-l.'I;ol' 
(l,'li'l';h dual momo:t:'y, pOJ.'cent key, tape) 

H(:'1<}'l.d.J1 0d to. proparo rc:portr; combininc; 
computer an(l l1lml1wl f3tni;istics, refor·
mo.tted computer stfJ.t:i.Gtics, etc.. 

~~/I ~O each x 1 

Ono (1) S1.lppl,Y Cnbilwt ( 3 shelf "lith lock) 
~~lOO ouch x 1 

Two U~) 11'ilo CabillotB (5 d)~aWel' with lock) 
~~J.50 euch x 2 

Two (2) \:lork Tables (ApJ'onlcss, ll·2" X 8l l· lI
) 

~1,~200 each x 2 

One (1) Hookcuno (\\lo()u~ 3 shelf) 
~1,1 00 oHch x 1 

I1i80c;lln.lW011 n EquipJIlGIlt; 

1 [;'00 , . 

II :;0 

100 

:jOO 

ll-OO 

100 

250 

.-~--.-,-, .. - .. -.. ,,- ...... -_ ... --_.,_ ..... --, --.. _ ... ---_ .. '",--------_ ... ..., 

17. fUrm DrSTHJBUTION FEDEHAL STI\TE LOCI\L 
. __ .. _---_ ........ -- ---""- .- _ ...... - .... -._-

0.. Amount 0 f runds (a) 202,500 (b) ~)2,500 
(c) ____ _ 

_ .... ___ , __ ._ ... __ ,_. __ ,-. ___ ...... ___ "_ .. _,.,. _______ • _____ .. ___ •• 0 _____ '----

b. Pm'con tn no 0 r Funds 90 10 

" 
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DUrry S'rA~l'l~Nl!:N'.r.S 

Project Director 

Proqram ~1t.\nager 

Junior staff Analyst 

Stenographer 

D~ta Processing Manager 

• Associate Programmer Analyst 

Datil Process:i.ng '1'eclmic:i.an 

• 
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DU'.l.'Y 1)l1.'I\'I'I-:/,II.':N'l' 

PHOJ'BC'l' DJ:nI::Ctl'OR 

,
. Chief, Divisj on of: COnrHUl\,::n: $orvicas 

It'" f • 

. I.. General PO\'lt:~rs nnd Duties 

, 

• 

Under admin~strativa direction; interrrat, apply, administer and 
rulforce provisions of the Business and Professions Code relating 
to the Consumer Affairs Act of 1970 to accomplish the following: 

* Hocommend and propose the enactrnen't, of logislation necessary to 
protect and promote the interests of consumers; 

_ * Represent consumer interests before federal and state le~islative 
h.ea:r:inSJf:5 and cxecut.i ve commissions; 

II. 

* Assist, advise, an~ cooperate with federal, state, and local 
agencies and officials to protect and promote consumer interests; 

. , * Study, investigate, research, and analyze matters affecting con
snmer illtel~er,;ts; 

* 

* 

* 

* 

* 

* 

Hold public head.ngs, serve subpoenas, take tcsU.mony I compel the 
production of evidence and call upon other state agencies for in
formation; 

Propose and assist in tile creation and development of consumer 
education and information programs; 

Promote ethical standards of conduct for business and COl1F:nrners 
and undert~cc activities to encourage public responsibility in 
the productioll, promotion, sale and lease of conshmer goods and 
services; 

Advise the Gpvornor and Legislature on all matters affecting 
consumer int:erestsj 

EXel.~c:i.f:)e and perfor.m ot.her powen, and duU.()fJ a.s c1eleguted in the 
na1\1e of the Dil~ect:o:r, subject "1.:0 such condi tio11;:; and l:LlJJ.i.tations 
as the Director ruay prescribe; .. -

Exe:t'cis(~ and perfonn other functions, powers and duties, such· as 
regulatory review, as may be deemed appropriai;(;1 to protc~ct nnd 
J:)romote the intcJ:(:~[it of consumers· as directed by the Govm:nor or 
I,egislatul'c. 

Funct.ions 

l~nc1~HlVC)r t.o d:i.l:C~ci:ly influence the formulation i.md implementat.ion 
of public policy to protect and promote the int~rests of consumers 
throuS]h establi shme~1t and maintena.nce of cooperative l."E!la t:i.ons 
\'11 th the qeneral public, the Legislature, conSUlncr organizations 
and groups, and public and private agencies . 

. . 

2'1 

" 



Prn:jocl' D.l':C:'CJto:t.' 
J)u t,.y G l:H l~t~1lI011t 

. Pagt:'l 2 

., ~I Formulate and direct policy by utilizatioR of information obtained 
and f:ost,;!r tho undcn~t(.1.nd:i.n~1 of Dcpartmon I:a 1. programs ~U1c.1 pol:i.ci€.~s 
through such cooperative relationships as necessary. 

• 

* Retain responsibility for the reveiw and approval of proposed pro
jects, overall coordination o~ efforts, asscssm8nt of ,project 
pro~p:c~Eir.J, and evaluation oJ: projec·t. c!!ffectivcnoss in tho Complain~: 

* 

* 

* 

'"/': 

Dnta System Un! t and Consumer Li.aison, IJocaJ. Iliaison, and 'l'm{ Pre
parer's Progrnms. Cooperate and coordinate activities with the 
Assistant to the Director for Southern California. 

Reviev,r and al?pl:ovO evaluations of sta.ff perfOrlnu.nC(? and identifi
cation of t.rainillg ne.eds made by such program managers. 

Revie~ and approve all proposed program budgets. 

Determine and pl':'omo't<? Divi!"Jion policy; assist in c1etermint.\l:ion and 
promotion of Departmental policy. 

l!.c1vise c1.nd can slll t Dlrcwtor, Department. of Consumer Affairs t and 
other Dopax1:men'l:al manager!:1, of goals, policies I pro~F:lll~lS D.nd 
activities of the Division. 

Con.fer \\Jith attorne.ys anc1· administrators on problems :ccquir.ing 
policy decisions and legal opinions. 

preparcspecial correspondence relati~g to activities, programs, 
policies, and goals of the Division .. 

~~ Accoinl)].is11 or c1il:GC!t tlte accompl'is~1,,~'~nt of otl1el:"'. cltlties assigru;c1 
by .the Director, Dcparbncn.t of Con~:rujner Affairs, -as needed to 
effectively implement those ac·tivities mandated to protec'l: and 
promote thc.interests of consumers . 

• J: Heview 0perationa.l personnel mat.ters fOl: ail programs s1.lbsequE1nt'~· 
to exhaustion of approp3=iatelower level contacts or remedies • 

28 



PHonMH t-tANl\Gl-:H 
Staff Sc~vices Manager I 

Dut.ies \\ 

S1.:Ht"t Up: Feasibility Study, Program Design, 
Pilot System 

* Operata under the direction of the Projoot Director (Chief, 
Divisjon of ~onsumer Sorvices). 

* 

Esi.:abli sh contClc'l:s with nll l)ros[>Gc t: :Lve llSt~1'" Sp~'oups and 
maintain Li <:lison bet\veell them and the Departmen t. 

Gather nll available information regarding studies, designs 
and operations of similar systems. . 

Establish steering (advisory) commi·ttee cont:aining repl~(~Sen'
ta~iveG fr~u·diverser int~rested prospective user groups, 
data procGgsing experts, legal counsel and necessary backup 
staff. D0vCJ op aqendas. SUPO]~vi.I:.lO pr('lm.l~;;lt.i on and dissem
ina tion of minu t.os. Chair meetings. Ident:i. :I:y a:n·!t:\s o£ 
agreemen"l: t\!ld take neC(~ sGF.l.ry acti.on. Assi~lt in tIle resolu
tion of user disagreements. 

Noet ind:L viauu lly with users and usC':.~]: srr0\1p.f{ a.s necesf.~ary t:o 
supplOlnent cOlnmi ttee input, and to promoto UE-ie of developed 
system. 

Cont:r.,lct f:0l~ fcas:i.biJ.ity 1:rl:udy. lwtively p(ll~l:jcip'a·t:(:. in tho 
study, [urninhing data gathered from all avaj.l~hlG sources. 
'J.'nllU3Jl1it ul::cr need::'i., obj(~ctin~s r systolll tlr.G'S, constraints r 
(;) t.e .r as thc~y arc forlllula tec1 incOi.1J1litteo mC8tinSJ f5 to fnasi
b.i.l.ity porsonn(':}l. EnBurc thai.: the alternntivl! sclc!ctC!ll in 
the study is compatible with user needs. 

Hire p:r:ogrcun st.f:lff. Coordinate \'lith the Dut.a Procesr.iing 
Malla~fC'r in hiring t.he data procos!:l ing pen:;onne.L. r 1 an and 
oJ"qanJ.:!::c the work of all El·Ulff. Direct} j' Lli.:t]?C!rv.i.sc prog)',·?:tlll 
stRff. In(1ir(;''~ctly supervise data procGs:>ing staff. (program 
func'!:ions) • 

vJt:.Il:-k c:J.o~wl.y with Dat.:;l Proc:cGsing )l1(lna9(~r and J?rog17C1.lomer 
AnalYGt to dosiSJll programs as system cVOJ.VCt1. 

* Establish devclopMQntal and operational Achedules. 

.... D(~ sig11 
c1ul'.~. 
oprilCmt. 
books. 

[Ol:'ll\U. for rccordinq in:i.tial and f.ollow··np complaint: 
Develop formnt(s) for output:. Sup('rv:ine the (Juvol
of training materinls and user illst.J:uction and code 

* De~ign and ~onduct training sessions fOl users. 



, 

• 

J'roqrl.un j\hmi.lger 
DUt.:y [;tat-cment-. 
Pag\.'! 2 

* 

'I: 

Identify types of data processing cquipmGnt necessary to 
the system. Research availcblc equi~ncnt for suitability, 
performance, cost and delivery schedules. Purchase equip
ment as necessary. 

Develop a plan for tho. evalua·tj.on of th(~ pilot· prO~lram. 

Estflblj 3h procedures for processinsr input: <1ocllmcnts and re
viewing flnd c.ll1alyz ing output. 

Phase II: pilot Evaluation and Modification, Ongoing Systom 

J)utiG~s : 
W:i.l:h tlw c:lssiBbince of the fjt:eering committee r eval.uate 
pilot pro9J:'a.lTI, c1e'l:erm:i.ne n(tt~t~ss{lry modifications <-mel O!isnre 
impJernelltation, develop additional reports as needed and 
identify new. users for participation in the o11goinr; program:. 

Formulate an~ recommend ~olicies to the Project Director. 
Irnplem(mt. approved policies. 

oJ: Seek and act on comments fr.om the tH.3el~S regarding system 
imprOV(~Hnent. 

* Superv:i.St;~ ,.,or.k-flo.vl of input and outpt.1{:. Review problem 
documents. Assis~ users in preparin~f and using documents. 

* 

* 

~.' 

Monitor usage and inquiry turn~rou.nd time. 

Review reports and check with users to determine their 
cEfec t:i.v('!ness. 

Supc:n~vise, the compiliation and dissemination ·of s·t.at:i.st.ical 
rcpOJ:ts. 

Explnin and promote sys~:em tlu70ughout 'l:he fJtttt.(:1. 

l?nJparo or ~:;uperv:i.so preparation of g);anl: appliGf.l.tion ~ . 
qunrtel::ty opC:'rntional reports, monthly and nnd of .peJ:J.od 
billings, budget cha.nges Dnd program statemohta. 

Mnkr.? por:i.od:li.; oral and writl:c)n rt~ports to the Dil:actorntc, 
Department; of F.illanCt~1 Ileg:i.slative Ani.'ly~t:, and user organ
izat:ions reganUng system progress and f:rLat.us. 

]l.ppr.OV0 and monitor mont.hly expenditures of both prograH\ 
an~ data processing units . 
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l'rogr·am [v1H11F.1.CJCll: 

I 

, 

• 

Duty StatemcnL 
Pn<)Cl 3 

* ]:;stablish mc!as\lr(~ment cr.iteria and measure program 
effcctivanc~s regularly. 

* Formulate mothods of alternative funding and act to secure 
ongoing funds. 

* J\fwist data. processi.ng st.aff in modifying programs as 
llccessary. 
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.• JUNIOR STAl~P ANi\.LYST 

, 

• 

* 

* 

* 

* 

* 

* 

, , 

Under t.Ile direction ot t.he Program ManaS/G]:: 

Develop training and input materials (charts, graphs', input doc
uments) alld train l.lseu;; ill the proper US(~ of the system. 

Mak6.fieJd ~rips as necessary to give talks on the program and 
pJ:ov:l.do a8131.s1:an<;e to t1s(!rs. ]l1ake judgementr,5 and rccommQnCt and 
implement: change:-:.i where problems <:1X:i.St:. . 

GathGJ~ and disHeminate, both orally and in writing, factual in
fo~~a~ion reguiririg full knowledge andunderstand~.ng of program 
POllC1.BS, procedures and constraints . 

. Hak.e independent 'decisions regarding pr.opxiet:y of disseminatinSf 
or wi U1bolc1ing cerl:ili.n information. Requires full knowl(~cJge anc.\ 
unc1c-!J:st:nnc..1ing of Federal confic1entiality of data and public d.:i.s-. 
closurolm','s. 

Assumc rosponsibiJ.ity for all program activities in the absence 
of tIle Program Manager, including approval of expenditures, super
vif.;ion of clerical personnel! t>roblem solving and corn~spC:Jl).dcnce. 

Ren~arch,. analyz0 and prepare statistical r.epo~tG for the Director, 
Chief: of the Division of Consumer 8Q);vicos r l,cgis}.at.ors, Del?artm~mt 
of Fj.nanco, Division units and system users including geographical 
and othor trcmd analyses; population versus economic crimo level by 
county, reaion, etc.; periodic comparisons of prevalen~ types of 
crime being practiced within specific product or service categories; 
current versus necessary levels and allocations of resources; and 
other rc!ports as nt~r;:essary. ,,'. 

* Hest~.u:ch r analyze and prepare early warning "Hl(;.u~ts" based on COlU

puter generated and other data. 

* Respond to USel7r:5' inquiries via terminal inqu:i l:y nccess. 

* Design organizational and workload graphs and charts. Assist ill 

thc~ rEwicw and moni·toring of fund and budgetar'Y rcquirewents,. ,and 
make recoTnm(!l'tclat.ions for alternative m()~lsurcw \'llten and if nccef5-
sary. l\F;sis L: in the preparation of fin,mcial i .. nd progrcws repOl: ts. 

* Analyz0 and tabulRte system data to measure pr6gram effectiveness. 
1-1eet with llScn:C. to determine if sys'com is mecU.ng· thoir needs • 
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DU'l'Y ST1\~'.EJ:vl.l::;Nr!' 

.TllNOGlUlPIlER RJINGJ,: ;, L1" 

• 

" 

• 

Undm: the direct:ion of t.he Program Hanager: 

* Per.form st:<::mogrnphic and clerical work fOl; pr09ram arlc1 data 
processing staff. 

* Ma:i.ntain appoint.ment calendar for Program Manager. 

""'* l'1nb: 11oto1 and t:nwGJ. arrangement.s for all 1:,; 1;. a f f, schedule 
meetings and notify all participants. Make appropriate 
arrangements for conSUltants and.other visitors to Sacramento. 

* '£YP8 and dif.ltribute agenda for advisory committe(~ nnd oth817 
mE\eU.n9s. Pr~;pa.re and diF1Lribute minutes, jnterpl:'('l:ing, 
condensi.ng and transcr ibi.ng from tapC!!d meetings. 

* Develop foxm anrl semi-form (insert capability) letters. 

* Edit input document:s for correctness and· complei:onosEi. Hdturn 
to 0:1. telephone users for corrections .as l1(WGssary. 

* Batch document.s and forVlard to data transcription unit . 

* 
* 
* 

ASimmc J:cF;pc)l1sibili ty for correction of weekly cc1i 1:. 

Chad,; '[ll1d dis tx.Lbute microfiche nnc1 Ivu:c1···copy rcpo;ct.s. 

1\1'1S\,,'(')7 jn<juir io~ from user s via terminal inquir~y access. 

Schodule and mako arrangements for user talks, training 
sessions and problem solving and assistance; ·sessiOJ.If.i. 

- "'": ~.' - .... . ' .... 
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DU ',I,'y S 'l'l\'J'l';~U!)N'.L' 

Dh~A PR0CEGAING MANAGER I 

* 

* 

Under tho qc!I1(:'l:Tll cJ.i.rectiol'l of tho Chief of, l:.lH.l D.Lviuion at 
Ac1winistrtll:ion: 

Plan, o:L<;Jani7.(), c'tirect, coordinate f anti control ull da ta p170cessing 
activities for tho Department. 

f\1nnage ':1 Gtr..l.f1~ of Systems l\nalysts f Programme:n:; and I~Cttn. Guidance/ 
Control personnel. 

Coordinate and direct contract data processing services with other 
stC:.l t:e agencies. 

*' Select, hire, organize, and direct personnel to achieve desired 
ob:j7ctives ~:h7011g1~ planned t17aining and produr..1tiol1 to' insure 
max~mum c:f:E:l.cJ.el1cy. 

* ))in~ct the developmo.nt and maintenance of cornpntGr systems and 
rela.ted machine procedures. 

* Supc::nd. flO. the si:n.ff in t.he m.:d.ntenc:mc:c o:f bvel ve (] 2) s0parate 
data processing systems consis£ing of approxiMQtely 180 CODOL 
programs and 50 utility sor'l:s and merges .. 

* SerV(:;1 as cOl1sult,mt to ))eparl:m0ntc:~J. aG1minj.st.)~c~ .. l:ors and a~rcmcy 
eX0cutjv8~ of forty (40) Bo~rc1s, Bureaus, and [livisjonn, on the 
ut:i.J.izaU.on of data processing ser-vices and eql1:l.prnent. 

~ Supervise the c:o~pilation of thi annual data processing bBdgel:. 

* Explain and analyze the budget with the Fiscal Officer and the 
Dep~rtmcnt of Finanqe. 

* SUPGrviso the analysis and compilation of feasibility study 
iJTI)?J.emc.'nl:o:t:ic)l'l plans for new or revised data 1n:occs.sing services. 

* Evaluate requests for new or revised data procHGsing services and 
assign priOJ;ity schedule to rC(luestn. 

* Perform other duties and. accept. other responsi 1):ili ties as clirected 
by the Chief r Division of l\dministraU.on. 

" i 
!; 



..... 
* 

* 

* 

" * 

* 

* 

* 

• 

-

Un<1Qr_.t:h(~ .(.!om:dii'li.1i;edGupcrvis:i.on of the PJ:ogri:un l-1anager and DatCl. 
Processing Manager: 

1\.ssist in the d~vclopment of a feasibility study for the Complaint. 
Dn ta 8y,r:. tom. ,,\lor};: in Cl0Kbcoo15eratiOl,-vrit:hTmcr~r-alrd--'o:s(:!y.--<jroups~--'-------.-----

to determine needs and requirements. Provide technical Gxportise 
t.o ste(;rinSJ commH:.toe during program development pl1l-lse. 

1\.no1yzo work processes and formulate methods to produce dcqired 
results for new or revised data processing systems . 

Prepare detailed COluputer program specifications to include input! 
output fornw,t.s, speciEl,l procossill.g requiroments, de'finiU.ol'l of ):0'· 

quired tables, eXl~1:ana t.ions of complex lOSJ ie problems and special 
,condItions. Ptesellt information both orally and in writing to all 
applicatble pcu7ties. 

Prepal~C complex computer pJ:ograllwincluc1in9 complete tes ting. Pro'~ 
. viele data for the Data Processing 'l'echnician to allm'l compilation 
of required job control language and procedures in order to use, 
computer programs in a production environment. 

1'1un, organize and direct the work~flow of the Data Procf;!r::;s:i n<) 
freclm:i.e::im1. . 

Prepare spoci<..) 1 st.udi(:1S of datu processing Byst(Jm~~ and \'lri 1:e 
dc~oriDtivQ technical reports. 

~lfl,:lnt',ain n cun:eltt ]01oW18(1ge o:E data p:coccwsil'l.<] etlllipnwnt cll1<..1 
special purposo softwm:o for possible application within ,the 
system. l\ssisi: the Program Manag(.\r in identifying and obtcd.nin9 
the necessary equipmcnl. 

l-1aintain a current knowlE;c1ge of compu'ter output mic.:rofilm and. 
microfiche cClpabilitic:~s and, limi,tations. 

Pl~CP:1l:(> time an<1 cost estimateE: fOJ~ new or reviL,ed c1"ta }!l'oC!ofJsin<) 
appU.cations. Assist in the prcparation of tIll.! annual bt1<lgc>.t. . 

Assist the Proqrmn r-1annger in the dcvelopmcl1't of input: anc! follo\vujJ 
dOc\unonts, output report formats, and user trainJng and problum 
solving techniques. 

ntlvi('~\v nnillyt:ic.:nl studies and surveys to iH~sist~ Ini1llDgemcnt in 
decision making prOGcsse[;. E'ormnlate 11 (WI procet111n)f~ and pro~Jra.m 
~lternativos as necessary to accommodate existing and new users. 

Assist tho Data Processing Manager in an administrativo capacity. 
Coordinate tlnd direct (1.11 complaint data sys1:C!l1l acti vi ties in. the 
absencc of the Manager. . 
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r·lake field tl':i pr-> C1.S n0.ce~sary to explain technical in formation to 
the users and user groups; anower questiollS and resolve problems~ 

-··--·--·*'''j\i:fsist··-in pilo.t .. Pr..Q9.ra.m evaluation, and developrn(~nt: al'ld evaluation 
of mcnSllremellt cri'l:m:-ia." 

• 

• 
. " 

I 
'I 

II 



, 

• 

t. 

DtFJ~Y S'1.'A'J'l,;NgN'l' 

DA'l'A PROCESSING 'l'l~CllNICIl\N 

* 

Undel: the direct: sl.1pervitlion of the Associate Programmer 
Analyst: 

Prepare procl.::durnl flow clwx'ts and work or.uers, technical user 
instrucbions, batch trnnsmittal forms, and prOCeU\lrCS to ensure 
nseX' un<.1m=stcmding and ·proper use of dnt,,\ pl:ocessing fJystcms. 

*. Prepare and maintain job control language for production com
puter oper~tions and special purposes. 

* Recoive and log job requests. Check output [or accuracy and 
quality. Maintain workload statistics to ensure accuracy of 
projected schedGles an~ costs. 

* Prepare and maintain data guidance operations and prociadurcs, 
and computer processing and report production schedules. 

* Initint,e compntel': jobs via a video dat.a t.errninal. 

,* AnalyzG comp\1t('~r processing problems and initiate corrGc:t.i.v(~ 
(lc·c:i.on. Consl.lJ.t with computer operators, pro~.'1l.·t:ll1uners and 
analysts as neces~ary to, resolve complex problems . 

* Assist Associate Programmer AnalYR~ in the evaluation and 
modification of programs, input, output, nser instructiollS 
and code books; and j.n the development, processing and 
evaluation of special reports. 



,> 

, I, 

., II. 

• 

l '" .. I' .... , J,~",.1..., ---.--, 

A.lJr,JOCA'rION Olt COG'l'S 'J.IO W\JOR PHOGHAM COHPONt:;WJ.'S 

li'INANCXATJ AND PROGlU~~;S R1!:PCm.'l'S 
OTHER ADHINlSTRA.'l'lVE AC'l'IVI~t\:rES 

Pernonal Services 
l'J:o:i cc I: Dirac Lor 
Program ~'li:mC1g(1l: 

Dat:\1 Processing i'lana9€.'·:c 
Stcmogl:oph<n: 

Sub '1'01:(11 
Stafi: Hellefi b, @ 24~ 

Total Personal Services 

Ope~ating Exponse~ 
Gener,::\l Expolll::lo' 
p()st~(J0 (ropc)J:"Ls, 
'l'elClphon(~ 

R<.mt 

.. 
letters) 

l\c}min:is·tt·ativo Pro-rata @ 5% 
of total costs ($4,097) 

Total Operating Exp~nses 
'rotal Costs 

PILOT PHOGHAN 

'Personrl), [l('rviccs 
Proj (·1C t, Directo:t~ 
Pro~'p:c1Tn Hanngc:t: 
Dc:d:ct Pr:ocessi n~J i'1t:lnA.ger 
.l\HSOC.i.<..\t(~ Prosrrmnrnel" Analyst 
J'r. staff l\llR1yst 
nntu. PronCf.,sing 'rechnician 
St(~1100l:aplln17 

'remporm:y 118J p 
S1.lb 'l'ota1 

Si.:af:f: PCllefitr, 0 24% 
Totn1 Personal Services 

'l'ravcjl 

$ 1,!334 x 10% 
20,928 x 10'G 

2,299 x !)% 
9,444 x 5!~ 

$ 2,9G8 :x: 109) 
3,000 x 1% 
2,400 x !:>'b 
6,870 x 2~; 

$ 1,5311 x GO'd 
20,928 x 43% 

2,299:X: 60~, 
19,OG8 x SO!i,' 
11,028 x 40% 
12,576 x 50% 

9,(1114 x 117.!5% 
G,7!50 x 75~ 

Program Evaluation and Modification, 
AfJ:-.;i:~1:n.nce U) USCJ:::; 

Pl.~OSJl:-tl\l\ ~1unn~Jcr r rro~p:-f.\ln\ncl: Z\nn.J.Y[~lt, 
.)1", S"l:.nff l\.nulyst (Jl1cluded. :i.l1 J?roll\oUol1, 
trRin in9, evaluation and problem solv:i ng 
tr:i.ps) 

51 ttips ($6,840) - l2~, 
for special reports function 

Stooring commit.tee 

6 trips 2,790 x GO% 

$ 153 
2,093 

115 
, 472 

~;2;H:fI 
6HO 

ci;'"-3 r:'~1'" f'j
~~_. !2..:.;.:~. 

297 
30 

120 
13'1 

205 
$-~;i'fi~r .,,'1 ___ .......... ' ... .. 

4,30:>-
~ __ 'f. 
,,",, ___ 10'_' 

920 
8,999 
1,379 
9,5311 
5,2 ~3 4 
6,288 
4,406 
S,OG? 

$'4]~, 9 G2' 
10,0',1. 

$5-2'~f:S;I 

$ 6,019 

1,674 
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• 

• 

J\\lf!l'IIc!,I), lH 
Pi\~l(~ /. 

Pl:ot]rmn Hi':llW90l;', Pl.·o~lnll!\lnC)~ l\nal ysl:. 
l~iscon::d.n 'l'rip 

'l'otGtl Trnvel 

Operating Expenses 
Gonernl I'~xp81lSe $ 
Printh'tg ('~11.) 
l?OF>tfl9G (all) 
'J~ell)pholle 

Rent 
Datn rrocoBsing servicos: 

Vicko unit 
ni~:c . St:.m:c.tgo & Spindle 
Video :rnquir:Los 
Mic):o:E i ch(~, 
Comput~r Services 
Datn 'rraJu;cription 

Administrative Pro-rntn @ 5% 
of total costs ($104,090) 

Total Operating Expenses 

Equipm(mt 
t-1icl:'ofiche 11(;'('(d.er8 

2,968 x40% 
2,000 x 657; 
3,000:x. G7~i 
2,400 x 49% 
6,870 x 4t1% 

5 r "00 x 50% 
1,740 x 3GZ, 
2,400 x SO% 

11,560 x 34% 
26,350 x 45!h 
21,/.50 x 58~, 

Supply nnc1 File Cnbinets, 
DookC::Clse, 1'vlir3CollD1HWUS 

\~ork Tabler; r 
$ 1,150 x 40!l; 

'I'oi.:nJ. J~:qlli.pmenl:. 
'l'otnl Costs 

II.:r.. :mCIIUSTON Oli' FlV]'! (5). Nm1 U8Jmfj 
IW1'O lJl':Vm,Opr::D PROGW\M 

Pl~l:r5()llit t f:cJ:"vicGS 
Project Diroctor $ 
Pr()~Jl~nrn f-1arlGt9cr 
Dntn rroce~Bing Manager 
l\ssOC!:i. trU:) PJ:ogn,lmmer l\nalYf:lt. 
J'J.. Staff l\nfllyst: 
Datn ProcGssing TcchniciGtn 
st:cnoqrnpher 
'remporary Holt> 

St1 b '1'0 tal 
Staff nGncf:Lt:~, E~ 24% 

Total Personal Services 

1,534 x 2~i% 
20,928 x 3~)'t; 

2,299 x 25'~ 
19 , 0 6 B >~ 4 0 ~; 
11,028 X 40'~; 
12 r 57 G x 4 2~; 

9,444 x 39.5~; 
G,750 x 25% 

''l'rnvol 
Promotion and Sclcction,Ncods Assessment, Training 

PrO~Il'tlln HarHHJcr, Jr. Staff l\nalyst 
(Included :i,n promotion and training trips) 

39 

$ l,lB7 
·1,30.0 
2,010 
1,176 
3,023 

2,850 
626 

1,200 
3,930 

11,857 
12,3:?5 

$ 1,500 

$ 384 
7,32!3 

G7S 
7,G:n. 
4,411 
5,28? 
3,730 
1,68B 

"$--3 f~·(f2'2-
7,445 

"$ '38.1. t1 (~ 



, 

,. 

• 

-------" " ----------------
1\ppcnd.i.x. n 
PCl9€l 3 

10 trips ($950) - 12% for sp~ciDl reporto 
func-t:.ion 

steerinl') COl1unH:i.:ee 
G trips $2,790 x 25% 

. Total 'J'ravcl 

Opm,7f..l til1(j I!1)~peni:-\(H3 
Genoral gxp('~nsL":l 
P.einU.ng (all) 
POStrlg0 (all) 
T81(~phone 
Rent:: 
Data ProcnRt'liilg Sel:viees: 

\11<'1(,10 DuJt 
Disc storage & Spindle 
V:i.d(!;o IIHll.lirieB 
t-Hcroficlw 
Computer SOl:vicos 
Data Transcription 

l~drn:il)ist.rDt.ive J?ro···rata. @ 5% 
of tot~al cos'l..r; ($91,557) 

rrot;al OpcratinH 

Equip,)wrri: 
Mi.crofiche) PrintG,r /Hcntl0Y's 

$ 2,9G8 X 40?, 
2,000 X 30% 
3,000 x 30% 
2,t100 :x: 35% 
6,870 x 113% 

5,700 x 50% 
1,740 :x: 59% 
2,400 :x. 50% 

11,560 x GG<:; 
26,350 x ~)O% 
21,250 x 42'ij 

Expenses 

Supplj' Clnd Pile Cabinets, Work rrables, 
'Bookcase, Miscellaneous $ 1,150 x 45% 

Total F.ql.lipment 
'l'ota1 Costs 

IV • DgVgLOPj'·mN~r~ AN)) PHEPl\RhTION OF SPECIAT.J RI'1l"OR'rS 

J? !)J:'scll1nl Servj c(w 
Project Director 
ProU1'nm Hana9cr . 
Dtl'l.n P)::occw.t!:.i.l1g Hanagc':!r 
hSGocjnlc Progra~nor Analyst 
Jr. Staff Analyst 
Dnta Processing Technician 
SteJl)()g.l:nphcr . 

8nb 'l'oGal 
St.aff: Bcmcf:i't::s @ 24 % 

Tot.al l:er: s6na1 

$ 1,531.1 x 5% 
20,9/.8 x 12% 

2,299 x 107; 
19,06B >: 10~ 
J.J ,028 x 12~; 
12,576 x 8% 

9,444 x 8% 

Services 

836 

$ 1,187 
GOO 
900 
8'40 

2,9[51 

2,850 
1,027 
1,200 
7,G30 

l3,17S 
0,925 

$ 9,750 

$ 77 
2i5J.l 

230 
1,90"/; 
1, 3?- 3<;, 
1,006 

., ~)6 
~;-';:r:-oLo 

1,874 
$ _)-; G-8'~ 



I 

I' 

• 

• 

~l'J"avcJ. 

/\I~illl I;, II 

P~\go 4 

Needs Assessment and Development 
Progrnn1 t·lallc.tCJer, Programmer ,J\nalyst I 
Jr. Staff Analyst . 
(Included in promotion, training and En:oblem 
sol v in~1 t.r i ps) 

61 trips $7,790 x 12% 

steering committee 
6-trips 

Total.'l'ravel 

Opernting Expenses 
General 1!:xp(:';l1se 
Prjl'ltinsr (l~E!ports, 

il1f: t.ruc t ions) 
Postage (r$ports) 
'J.'e1 Qphone 
Hent 
Dnt.i-\ Procossing Services: 

2,790 x 15% 

2,968 x 10% 
2,000 x 5!b 

3,000 x 2Z, 
2,400 x 11% 
6,870 x 11% 

Di.sc St:orage & Spindle. 1,740 x 
COJ1lPl1t_c:.~ S()r-viccs 26,350 x 

Adntinist:nd:,i ve I>l7o-ral::.a I' 
@ 5% of total costs ($14,541) 

'J~ottll Opera-ting Expens0.s 

Equ:i.pment 
Electronic Calculator 
Supply and File Cabinets, 
BookcasG, Miscellaneous 

'l'otal F.q1.lipment 
'I'o"l:~ll CQst:.~:; 

. 'I'otal Program 

Work rrablcs I 
1,150 x l5(~ 

$ 934 

$ '?97 
100 

GO 
264 
756 

B7 
1,318 

$ 450 

17? 
. $---(r~fX 
$~!L ~~fi8 

$ 225,000 



Aillce tho. [(·~asibility [~tl.1c1y hils not yet bC0.l1 completed, nor has it. boon 
.tcH':-minccl how the progl~am '.:Ii 11 be designed and precisely ",1m t illf:Ol:ma

tion will be <::ont1-\1 ned ·in the data ba:nk,. much of the progl~u.m ni;'lrra ti ve 
Qi1d budget deals \<1i tll what we thi.nk will' occur. Time frcul1es are estab
lished a.s we think the projectwilf progress. 

The follO\·li.n~I list of assurnption..s .is aprH:rl'ldecl :i.n order thnt.· tho reader 
may 'have a clearor picture of program activities and the criteria URcd 
in determining costs. ' 

• 

• 

1. Pilqt progrtlm and eva],l,latiol1 will extend from August 1, 1977 
th:r.·9ugb January 31, 1978. Durin~J that: period, some work will 
be done relative to adding new users and developing spec:i.aJ. 
reports. 

2. N(~'N users (5) \vill be incorporated into the developed sYE.~tem, 
includin9 continuation of pilot useJ:s (15) covering the p(:~riod 
l"ebl~uaxy J., 197U through July 31, 1978. 

3. Complaint volume will be as follows: 

1st: mon·t:h 
2~2r month 
3rd mont,h 
c1l-:1;' man th 
5th month 
GFil month 
71]1 mont.h 
at]{ mon'th 
9 t.Ji lTIOn,J .. :Jl 

lOth month 
11 tIl lncmi:h 
12T:ii' rnon'th 

22, ~jOO 
2,500 
2,500 
2,500 
2,500 
2,500 
6,250 
3,750 
"l '71:(1 
.:J; "' ....,J. v 

3,750 
3,750 
3,750 

Ctlmula·t~1:~l 

22,500 
2~),000 

27,~)00 

30,000 
32,500 
35,000 
41,250 
45,000 
An 'H;:(1' 
-z "" , .. rv 

52,500 
56,250 
60,000 

4. Illpu't and follow-up document.s \'1ill be, stanc1nr izc('l. for all 
US(i!X:S, and will contain mandatory and opt:.ional categories. 

5. Data trcuu:;cd.ption will be done by tho seIGe: r.od cl<'lta CEmt.C'}~ 
·or. its affilliate, l:'athel:' than the Pl.·o~T1~urn or internal dat.:.\ 
processing staff. 

6. )\1 though repcY)':ts will not be issued more oftEm than onc0. Q 

week, daily ba·tch update will occur in .order for the pl:09ram 
·st.aff to respond to telephone inquiries. 

7. Microfiche reports containing all complaint dat.a sorted alpha·· 
betically by respondent and by caSG number will he distributed 
\<1eekl:1'. nard copy l:eports will be' issued ilion t.hl,y (4), tjuart\,eJ:-:
ly (3), and yearly (2). Special reports (3 .' 6) will be issueJ 
em demand. (appromima tely 2 per user per year) . 



, 

• 

!\Pl l~m(] ix C 
pa9c 2 

Examples of Roports: 

1. I10nthly 

i: 

* 

* 

1~:i.8t of: J:C.'.f.lpomlents having fivEc1 U:;) or more cornplnints 
c1l.u: ,i.n\J tlw last boJclVG months. 

Ann]y~in of complaints roceivca---Gntirc file (All 
categories containing totals and percentages). 

lmalysis of complaints reccd.vcd-···-1.H::i8r '8 port.ion. 
(Same bJ:ea)~c1own) " 

Consent. order and juc1g(~ment. file. 

2. Quurt.erly 

* 
"" 

* 

Complaints made by county residents. 

Complaints agninst.county located respondents. 

Transient crew report. 

3. Annnully 

Report of open cases . 

All complaint. data - ent.ire file. 

4. Spacial Reports 

* fH:atistical analysis by inclust:r:y. 

Statistical analysis by type of problem within a 
given industry. 



• 
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COOpgRl\'rIVE CONSUHEH PRO'1l gC'rrON AGENCY 

COMPLAIN,]~ Dl\'rl\ sysrl'EM 

Operational Report 

for the period ended October 31, 197G 

f+/~ , 



.. '.\ 

COOPj!~HN.l.\J.V E CONBUf1.lm l?HO'.eEOrJ,IION l>HO(iH A1'1 

COI'lP1AIN''v .DNJIA 8Y G'llEN 

Hoport of Activities and. Accomplishments Helt:d;inr; 1;0 tllo Devolopm0nt 
and. Implmnentn.tion of an l\.utOlllQ. ted GOIH3U1!Ier Gomplni.ll·1; 1)8, t8, By stem f.or. 
tllO pHriod i\u(!jus'l: 1., 19'1G throuc;h October 31, J.9'/6. 

~!h{~ pror.;rnm \'108 lmulOhncl. of.f:Lc).D.lly on Au/SUs"t B ~ 19'1G, when LG{51sla·· 
tive. and J!':LnD.nco Cl.pproval \'Iere received .. 

'Since thj.n is anew proBrnm iti California, various Dystcm'st~dicG 
and J'GPort;r, .from D.gencies th.rou(~b.out the Gountr,Y vleJ"a fW thcrod I.lnd 
annJ.y?,cd foJ.' illcorpora tion into a fen.d.bi 1i ty . G l;udy. '1'11e onl:~r 
"\'IorkinG" syntmJl VIC n re H\'lnre 0 f wi tb hif.itoric.nl backgl'onnd is t}w 
automatod d.ata bunk·d.cv(;1.opod a.nd irnplmnentod by the Stir.to of 
"'isc(H1sin.. . ' 

Aftox'. contil'ncting \'lith the ])opul'tmont' of Gene).'.!).l Ber'viGos foJ:' f.l. 

fe[1.BibiJ.it;~r f'tudy Hh:lch· will colItmenco Novomb8r 1~), lc)7G, n trip 
\..,ns mad.e by the PJ'i')(~ram ~lnnnf~(H' to ~lnd:i.f)on, Hisconsin to (T;n.thcr 
information on nnd }>urc.lu:u:w (reproduction' costs only) their Gyst;Ol1l, 

~
"hiCh \\'ill be Gt;u<1:Led h;y tho Btnff and tho J)cpurtlOent of General 
'~rvi.cof3 for ]/0 HI.libla o.dnJ,1'Gation.. , 

~ 

In an attompt to gnthor pX'81:i.minary infoI'lUution frOl}l the prOE3poc-
. ti vo 118e1'8 of tho syntelTI ro(~ardinr; tho kinds of data to be input, 

quost:i.onna.i.ror.> hnv<.: been sc:mt to tho O.ff:i.ec of the J\ .. I;i.:or.n(~y General \ 
Ooqnty dintr:io1i nttOl'll(~Y and corWU1l1or PJ~otecti.on offie-os, nnd 
beards Rnd burenun within the DepArtment Qf Conswncr Affairso 

, 

A r::;teorin(~ or adVl.[iol.'Y conunit'toe (no 1o[';al authority) has boon, 
cstabl-:t r,hod \'I11-i.e11 :i.nc 1. ucle £1 a :r0pl'C RC1ntn tivc fl.'Olll en.c h 1')0 'l; ('11 l;inl 
U.fJ('H' Broup, nnd. tho firnt ll1oC1ting will ho hold:in early ])occTIlbnr, 
19'76.. At "\;lw.l.: t:i.I1JEl, eOlllpl('ted. qU(H:;tiolllH.d.!~eS will b{~ eval\l~l:8d 
and J'0oolllmondatiOlU] will be JlJad.e for inclusion in tlw fccwi bil:L ty 
study. . 

, J~ocrui tUlont for a Pl'Of~l'n.)ll nH:l.nnr~C:H' commonced \'Ii th the apPl"OV nl of 
,'-tho grunt [\\'ml'd~ . PJ.nlJllillr;, o).'(\nni~~(d;io)} nlH1 fisenl n1d.1J.£I, nr:; 

")011 Fl.G n bnrd c l:no\."J.ecl[':(~ of <latn Pl'OCO~;8:i.J)f:; "lore DOUf';ht in tlw 
d.n 1.; 0 rv:i. m·J J'Il"OC()BL'. ~lunq Jolonmx wrU1 Bcl(!ctOti ,U'3 UH) pJ'or~.l'n.lIl IIHlIl(lC\0:r. 
effect:i.ve Oetobc.1'l, 1 <)'/6. 'l~wo othnr nuthod. zed POt;1. t:iOlio hnve 
bonn f:ilJ.ed: Olnl'\(-~eY'pirrl; erfGct:i.v{~ Octobor ~~~), 19'/G, nllcl. Data 
PJ.'o(~oGning Technician (Control Cln:ck) cJ:fnct:i.v0 Novnmbor 2, J.9rIG~ 
Hccl'ui l.;mcn~ for n progJ.'n.mmoJ.' nl'11J.l;y s"t in nO\>Jull11nr \,,'~)Y, nncl :L t is 
o:r.pcctoci tho.'l; the pon.1. tion will 00 fillou in November, J.9'lG. • • 

'. 



. ~.'ll(l rmnn:tllJ.llg Glo:r:k 'J\ndst POrt:i.t:i.on Hill not be filled un'~:LJ. the 
\'.'ol'lcloLlcl \·lC.Al~l'n.ntD in.creuGod stuff .. 

t :qUiPlflent ordered. to (Iato includO$ onl;y office ful.'ni tI,lJ'O nncl H 
. .',rpc\'lri tor. All equipment \'I.1W orderod from vDnclol'n under Btat;o 

contract, nnd none of it hno heen received. Thn office in cur- . 

" 

rcntly using equipment borrowed, at no charge, from tlle Departmento 

Grant funds cxpcncl(~d fo:c the p(~r:i.od ending f.:loptembcr30,,' J.9'76 to'\.;o.l 
$ll,18, with ullpnid 01'>] j c~nt:i..ons 0:1: ;~3GO. ,CostG for ::ovolllbcl~; 1976 
ore beine; GomJ)ilccl and. \'Jill be m.tbmi ttod to OCJP upon complo tion. 
Grant fund~> mvardod include H225,OOO of li'ederul ·funds and ~~25,OOO 
of. State match. ' 

The Dcpartwmt lind ,orig:i.nully intended to modify and test lihc 
WiSGOnDin r.yotcm GOllCl.lr)'cnt with concitwtin(o; tho fOfl.DibiJ.:i. t;y otud,Y'. 
Vlhile a tt;emp l;in~ to secure' approval from ,the Department of ]PinnllG(~ 
E.D.P. SGGtion to co'ntJ:'£let for the nOGGfJfw.ry computeI' services, a 
X'ceomrnendat:Lon W[JS made by tho E.D.lJ. Section, and agreod to by 
the DepartmGnt;, to complGte tlw feasib1.1i ty study bof.oro attempting 
to make any COlnputer/])l'og-r'am modifications _ 11 s a reBul t, tho 
pro(~ram sched.u10 for tbo, grant yenr ending July 31, 1977 has been 
adjusted as follows: 

~otc: 

)t'UNC',PION '----_. 
/ 

In:i.. tinl revi 0\'1 F1.ud purchase 
of I'\visoonsin Plan .. II 

EntabljshmGnt of criteria 
f.or feasibility study 

Feasibility stud;y report 

H\'i:i.8cOrJn:i.n Plan ll mod:i..ri(:1ci 
and on--line , 

Pr.o(~rnm II<.lebue;r~edll and. 
" ready for pilot. input 

Initial ovaluation or· 
p;i.lot program 

October 30, 1976 

October 30, 1976 

February 15, 1977 

April 10, 1977 

M I I' l,e,'l ';'; ay, :;, J 

truly ,0, 197'7 

~I\he nchnc1uln io ten l;nti ve and ftnf.mlnes that; tho modi fiea tiion 
of 'tho VJiSClOll[;:i.l1 s;'lr:;tr~m vTill provCl to 1'>0 the hr.nt nl1.;nrnr.d;:i.ve~ 
Croatian of a ll(;~\'l f\YSr.r.I:l "d.ll {)x\:ond l;he COlllllloncomE.mt of u 
pilot pl~ogram by' scvoral lI1(m'l;hs. 

~rhc Divis:i on of Gonr.:umr.l' ~~oJ'v:i.ces, \'l111.c:11 h0\100G the r;ril.lit pJ:01iect, 
htw entored ini;'o t\.,ro (2) intorac;cncy nrSl'(H~rnontf3 no fo110",J8: , 

f, 

46 



.... ~ ... ,. _. -

1 ~ ))cpn.1.'Ll1lont o.CCicrlc l~',tl SCl'ViCN-; t ])a'lin P .roe-eBBing Sew t;ion 
~/.J.'l ,250 n 

- ~--~-.. -, ... ~ ~-~ 

In vddit::ioll liO COl1cl\'lctint'j fl fonn.ibil:i.t;y I:.lt:lld.,y', i.;}W P(,:J'[lOn 

nss:i(snod by tho ])~pal'·t;mcnt of General BorvieoD' vlill also 
~./' Hsr.lint: tho Division in th0 croation. 0.1:' modification, 

tOf;1d.l1G, and. pilot phases of tho devclopto.cntnl pl'OCC8~1. 
~'he amount of tho agreement exceeds that <l'pproV'nd in the 
grant [).\'Ictrcl by J5%, an allowed according to Scctiqn 10 ..... 
oJ: the OCal? 'Si.;tl.liclc.ll:d Gl:~unt A\'J(\rd GOI)(.u.t:i.Oll[.l",,,,~,,,,,,-

v,'e Hern notified by OCJ'P that this ar:rc,e!n~nt;. \'J(1[i ()"K0rnp·tj 
from tho [,;poc;1.al contrac tunl 'PI'C-l'OVir.Vl reforred to in u 

. JllcmOJ'c:).ndurn. from OmerLentz, })rocurernen t Hev ie\-! O1'fi c or, 
duted June 28, 1976 •. We arc cnclosing a copy of the a~rc0-
mont f~r your informution~. 

2. ])c-!partment of Conoumer !tffai rs - Division of Adm:i.nistru tion 
Data Processing Unit, 1nl9~2Lt'5. __ 

.-. 

~.'hiF; agrc(,)Jncnt 'contaiilS tIlc (fo:6:"1. )JJ.'ocossin(,; COGtn as ol~J.ined---,,--·'-·
in thG . grant '.\\'JD.rd. Since i y is not a _thixd--f)a-:F.t~y--cc5ntJ'ac l;, 
it; :i.s (Jx(;mpt from tho nppr0ya-)~-lTr-oceGsas outliTled in 
Section 21(b) of'tho OCJP Stundard Grant Award ConditioJ1£)" 
~l'ho uc;r'oonlont (copY' onclosod) Hlerely. el1GUl'e s complianco 
with requirod prooodu.1:'os. -- .... ~--~ e·· 0 df.1:~;e,. ~~.1~1 . .1;()~.lo\'d.nG GonatrnintiJ and PQ[;siblc p:J:'O'lJlorn Grear; havo 

cell J.d011 t.l.fJ,c.cl.. 

'-:1 1 .. , 
2. 
3 .. 

J~ .. 
c-
.) .. 
6. 

7. 

Fodoral ami Utnte p01'sonal pr:i.vB.cy and Dccuri t;t of data l[Hls. 
Pul.lJ.:i.c dj. Gclor.;uro requirOlllOJl en. 
Neccr:lfJi'l;~y to Cr0r:l tE:: a now system us opposed t'o modii'ic.ation 

. of nn m:::i.Gi::inr-. system. 
BJ~inc;:i.llr:; \'Ihole 1..wcr population into the system .. 
Com.:listcmey rU'nonr; users rogardin(s input; dOGUIllOI1'lj'o and roports. 
CrOf.HJ-l'cl.'Ol'<'nc:i nCb of computer prq[~rD.Jn8 to, cflrl'l;Hrr~ \I A/K/ it's II , 

II D/B/A '[;11, 1l10l;hodB of operation and diff(~1'oncofJ :i.n 1'os
pbndonts I bu [Jill<..!:'W namo B. 

]}'utul'C fundin(j and cost/bcnc~fit of program. 

~?he fon~d.bil:Lt;;Y' 'r·jtuc1y nn(~ concurrGni: D.1H\~;YSCf'l Hill nc1clrcGs oach of 
th(;!-sc j.S8UtH.1, and identify midi tional arcus of 0011(:01'11. ' 

I 
_.J 

. I 
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