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Presidential conﬁnitme,;iﬁjtq fighting white-collar crime almost leaps
from the discussion that has been had thus far on-the subject.
One of this subcommittee’s goals is to continue to the next logical

step the Temporary National Economic Committee hearings of the -

late 19807, the Kefauver and McClellan organized crime hearings, and
the Flart and‘Kennedy antitrusthearings, in-an attempt to update our-
. selves on this enormbus subject of white-collar criminality.

Without any further ado, we bring back the professor who worked
perhaps more with the late Professor Sutherland, the father of white-
collar crime analysis, than anyone.else, Professor Cressey. He has
published a great deal on this subject and related subjects in the-field
of criminology. I welcome him. again to the committee. His expertise
in the ares of white-collar ¢rime is well known. ;

His statement; which he has prepared for this appearance before the
subcommittee, will be incorporated in whole into the record at this

-Good morning, Professor.

il

&ESEIMONY OF DONALD R. CRESSEY, PROFESSOR OF SOCIOLOG:,

.. UNIVERSIZY OF CALIFORNIA, SANTA BARBARA
[The 'pi'epare'd. statement of Professor Cressey follows:]

N SraremENe oF DONALD ‘R. ORESSEY, PROFESSOX 0F SO0CIOLOGY, UNIVERSITY OF
ST g 'CALIFORNIA, SANTA BARBARA : Tl

. Jn my June 21st testimony, I stressed the-fact ‘that crime rates are always high
when people do not believe in the law. This principle seems to-work for the rich
agwell a8 for thie poor, and T would like to elaborate on it today. ) B

. Recurrent news stories remind us that neither European' terrorists nor other
foreign terrorists arve flag-waliving patriots. They equate capitalism with exploita-

- _.tion, They therefore refuse to attribute legitimacy to estahlished government. in

-capitalist societies, P o e
“-In the 19060'y; too, we were frequently reminded that members of American
militant organizations commit ‘crimes against what they consider illegitimate
and unjust: social. institutions, Ironically enoungh, government officialg got 50
‘nervousd - they. responded illegitimately. They intercepted letfers, bugged tele-
phones, and wrote defamatory letters. anonymously, .all in: the name of national,
. -security. They also arrested hundreds of people illegally, in sonie cfises for crimes
that had been set’upy by .undercover police ‘officers, Crimes motivated by antag-
onism toward established institutions alse stimulated more legitimate responses.
~Thousands of meetings, conferences, éyen Congressional Hearings, led {6 modifi- \\
~eation of govenrment practices. The Vietnam War ended. The‘draft stopped. The 1\
government became more ‘open. Affirmative adfion ‘programs were introduced,
Some corruption was exposed. Wise: leaders:showed, in short, thdt the cure for
the ills of demoecracy s aore deMOCIACY: 1 0 7o i v T
‘Now: we - are. beginning, t recognize white-collar crime as a social problem.
., Can this il of democracy be :cured hi-Instituting more democracy? Sociologists;
¢ erimindlogists, 4nd othess have Alon*&'x‘jioted that the motivation for some white-
collar” crimes, ig similar to-the motivation of terrorists and ‘militants.- Some
<businessmen, have. so little respect for:the law that.they would prefer an anti-
triust_indictment to being cnught wearing argyle socks. They. vipldte regulatory

crimingl laws: with ’impunity.. Ih my earlier testimony I mentioned several ‘

studles ‘which hive documented thie faét that they do so because they do-not

Lelieve in- the laws.-This is just andther way of sayingithat they consider..
" the laws unwise dand, thus, ilegitimate. Fven the first .studyiof white-collar

érime—Edivin H, Sutherland’s analysis of the crimes committed by the 70

o

Habitualicrifminals because they deny. the legitimacy of -American institutions.

largest- American ‘corporationis—showed ‘that some ‘business .executives become. .

.- In this respect, they are like the terrotists and other extreme radicals.
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M.géﬂhiﬁxmm"——ﬁmt businessmen violate ls:ms they eonsider illegitimate—has
fantastically important implications for U.S. -Congress Mewmbers and other law-
makers. . Sutherlund even called business leaders *‘subversive” an epithet used:
frequently. in -the 1940's and early 1950’s to refer to’ liberals and others accused. o
of ‘un-American aetivities., “If. the word ‘subversive® refers to, eﬁmts to. make
fundamental changes,in a social system,” he said, “busmess leaders :,ue the most
subyersive influence in the United States.

It is not just that businessmen hive a 1ecLle:>s ndxs;.evmd for the laW. Also

{ significant is, the fact that they have p powerful: vojce }n determining what the
“1aw shall be, how it shall be interpreted and enfomed, how its:violators shali-be
Qealt with, Ag the late Senator Philip Hart of Michigan put it, “YWhen & corpo-.
ration wants to disepss something with a polltical representatwe, you can be-
sure it will be heard. When a company operates in 30 states; it w111 be heard
by 380 times as many repxesentumves.”

Despite’my agreement. with this statement, I am, convmced that it is pessxble
to change the law, or the, attitndes.of husinegsmen; or hath, in ways that will:
“nenefit the nat\n The problem is more a Droblem of improying the nation’s
o ethics than one ‘6f trying to reduce white-eolla;. crime by setting. up. defenses
against it. It is ridiculous to let white-collar eriine (or any other kind of crinie).
take root and grow in fertile soil and then try to frustrate it, yather than trying
to do Something about its breeding grounds. What is needed- is @ grass roots -
program, spousored by~ business leaders, which will convinde more businessmen
that America’s *egulatory laws, and the govérnment pehind them, are legitimate,
Only a few nuts and a few extremists vmlute the laws o;t: governments they
revere, .

I3 it possible to get white-collar people 1o tevere the. SDG the TI'C, the IRS, "
the FDA, Anti‘Trust Division of the Department of Ji ustlce, and other. agencies
housing whlte-collar police officers? X think so. We all remember the automobiles
decked -out with American flags on their antennas and displaying red, white:
and biue stickers on their bumpers: Support Your Local Police. Maybe we cai . .
get business executives to sport similal bumpm stickers sayfng “Support Yom. :
Tederal ‘White-Collax Police.” . :

I shall"deal with this ethical ‘theme more seriously after dwelling brieﬂy
on’ another,theme, namely that the effectiveness. of pubishmert algo depends on
Whether ite punishers ave perceived. as legitimate or not. If you do. not:believe'

i the law, you are not likely to be affected very wmuch Dy punishmé; it for
violating it. Let me merely note; before discussing this point, that the igsue of
busingss ethicy i .critical to-the survival of capitalism, Jtaly is-about to go.
communist beumse Ttalians are tired of being mucked about by “the establish- . -
ment.t In a 'Wall Street Journal article, Fred T, Allen, Chairman and’ President -
of Pitiiey-Bowes, recently ghve American businessmen:the following message ..
. “Ag businessmen, we must learn to weigh short-term interests agninst long-term
 possibilities. We must learn to sacrifice what is immediate, what js expedient, if
-the moral price is too high. What we stand to'zain [by 1mmomlity] is pI‘EClQUS
o little compmted towhat we can ultimately lose” .
& - Congider pumshment The témptation is for Congress Members and membels
- of ‘the' Bxetutive Branch to put the solution to our white-collar crime provlem
in the hands of the Judieinl Branch. If .the courts would. just hand down.more
seyere sentences to white- (;ollar crxmmals, the Deputy Attorney General told this
Subcommittes last week, our businessmien would be terrorized. into- conformity, -
But a _month ago, T told ithe Subcomimittee that stepping up punishments of
i . wwhite«collar criminals ‘might mean simply that we have decided to engage in .
unjust diserimination against the rich. Now I note thdt there is'an even mores
sevére ‘defectin this punitive plan: Punishment neither reforms: eriminals noy
deters others unless the pumshea respeet the pumsllels and also respect the norms
underlying the pendlfy. .
o Rgcent expenences Wlth terrorists ‘have once ‘again. dooumented this well-»
knoivh principle; They are not déterred<by actions of a_state they. do not, co,nsid?r
Jégitimate, Gettitlg cldsdr to home, everyone knows that when crooked police:
ficers work ghetto beats., mnepcity youth jearn that you £o to prison:for innbili v
to' fix Srour case, not because you have done: something wrong and deserve tohe-
., punished. Further it probably i true that prison recidivism rates are high be-
cauSe most pnsoners think the - g0vemment is for sale; lawlessness is-the road. -
te Wealth hunesty~1s 2 pxﬁfall morahty is, a lzrap. for suckers I?umshment not

”
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‘a¥etloger to the government they disrespect. Many analysts, including the Com-
rieice Committee of this House, hive noted that the businessmén being regu-

lated by eriminal laws and white-collar police agendles are frequently and intl-
mately involved in thelr own regulation. It iy no secret that there is'a flow of

personnel; especially top-level personnel, between businéss or legal firms represent-
ing business and the government agenclies which regtlate these businesses. =
“Put in eruder terms, government processes and agencies are dorinated by the
“very ‘ériminals they are éxpected to control, It 18 no wonder that businessmen a8
a group have 50 Hitle respect for regulatory criminal law. [t is no wonder, either,
that they seem indifferent to punishment. i S

‘Among terrorists, terrorists are not intensely hated, are not eonsidered outlaws, .

“are not ostracized. Among those businessmen who think their government and itg
14wy are not legitimate, white-collar eriminals are not intensely hated, are not
considered outlnivs, aré riot ostracized. Accordingly, when a white-collar eriminal
18 convicted snd punished, the attitude is, “The bastards got poor:.old Charlie.”
The attitude is not that of & person who ig deterred by exemplary punishment—.
“Thebagtard way violating the lusy 6f the Tand.” Spiro Agnew is these days eating.
shish kebab with biisinssmien who want te-eut off the hands of shoplifters. Con-
sistently, # little study of medical malpractice suits found that ninety percent,
of the doectors Teported no negative eifects on their practice, and that eight pery”
cetit réported that their practice improved after the suit."A radiologist whose

‘ practice improved gaid, “I gneds all the doetors in town felt sorry for me because

préviously” A P o R L
- A ghort éxcursion into the past might help male sense of such contemporary
{ndifferénce to ‘whité-collar crime. A few centuries 2g0, governinent had prestige
beéause it was based on the divine character of the sovereign, Fized social
~classes had mutunl duties to each other. As world commerce began to: develop,
the traditional restrictions on economic activity beeame irksome. With the in-
dustrial revolution; rebellion against those restrictivng resulted in a system of
relatively free competition, with an ‘dccompanying individualistic.ideology ac-

new patlents started coming ir;‘from doetors ‘who had ‘not s_ent"me patients.

cording to which social ‘welfare is best attained if every person works for his or -

her own selfish interests, . L0 ) .

The democratic reyolutions, with their accompanying ideologies of natural and
inalienable rights, cannot be clearly separated.from thiy economic and ethical
revolution. Participants in the new order resisted any measures which would
inhibit frée competition, and the slogan, ‘“The least government the best,” was
given homage. Bach participant was suipposed to rebel’ against restrictions on

- personal behavior and therefore was supposed to help, keep government weak. .

But’ as ¢ommerce and Industry developed it became ohvious that competitive

advantages conld be Secured through government manipulation. Beonomic com-:

petition was exfended into theopolitieal sphere, Individualg :and industries
pecured taviffs, franchises, patents, and other special privileges. Both by em-
‘phasis on a “hands off” policy and by emphasis on. special privileges, govern-
ment was made less effective ag a controller of behavior, . .

The attitudes and ideology which developed with the industrial and demoeratic. - -

revolutions were thus opposed to the suthorization principle-in government and

other institutions, New criminal laws were enacted in an attempt to' control

personal behavior ih f world of compefing strangers, but the laws tended o
reeéive support only from special intérest graups. The result wag, and: is, the
ano;golous'condiﬁipn of a great amount of legislation and little respect for legis-
‘lation. Also, ethics hecame utilitarian. That which persons and.organizations,
-eould get a legislature to outlaw was unethical to those who influenced the legis

lature to outlaw if, but it was not necessarily unethical fo those who saw the %,
regulation of their beliavior as a mere political victory on, the part of their.

competitors. - :

The ideology of individuilism encotiraged ench cltizen to dlsregard soctal wel-

fare in the interest of selfish satisfactions, and the transfer of this ideology tothe -

political Bphére cume to mean something like “anything goes.” Kach group then

. rehels against the lexislation forced on it by other groups, and in & competitive
- process-eac¢h group tries to secure legislation to regulate other groups: It is :
10 break laws{deriveh fro,m a source that one does not greatly respect, and it is ;

t iy easy

EN

Now 1t teems to me fhat bsinssérien; ‘especially big businessmen, think they = .
. witness the same Kind of government lanky panky that ghetto youth and bitie- = - «=es
coliar criminals think they see. The difference lies-in the fact that businessmen -
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i e o _Jeasxjco ma.n.inulnh: noligias: ‘m»tuc—mneresus*or one's oW group when §0. few

- country. Of those who' fc

“people have an inferest in the welfave of all,

- Under such conditions, the crime rate is hound to be high Regulatory lawgand -
«even; criminal statutes.are viewed as implementations of the desires of one's
-competitors, not-as codification of ethical prmciples or-as-attempts to minimize
<eriminal behiavior in-the-publi¢ interest, for' the common good, or for the geneml
‘welfare. Miltiple -moralities abound, i S iR

As I pointed out when I wis liere before Onmnd lonv ago risted that in America

ithe prevailing attitude law obedience:is é‘hat all laws ‘exceyt those dealing’ with-
wery serious offenses may. he violated if one can get away with it or, put another
way, that laws should be selectively obéyed according to one’s interests. This
.attitude appears ag people violate traditional 1aws,: and also ag they violate
more recent laws pertaining to drunken driving,; marijuana smaking, and military
service, But: the attitude can be seen mgst clearly in white-collar crimes—tax
evasion, business fraud, political corruption, and selectxve obedience to the many
laws governing business,labor, and agriculture. :

It seems.to be true, then, that theideoldgy of jnchvidua]ism puts the focus on
profits and obseurés any ‘enduring principles about what is right and what is "
wrong jn a moral or ethical sense:'The idea that, “anythmg goes" puis American
businessmen. in bed with gangsters—persons who acquire with individual merit"
and a gun that which is denied them by the ‘complex “orders, and forbiddmgs
stemming from ethicai prmcxphs such’'as The Golden Rule. Thorsfen Vebien, |
turn-of-the-century economist, piit the matter this way: '

“Phe ideal pecuniary mamn is like the ideal delinquent in his unscrupulous con-

version-of. goods and persons to lis own ends, und in a’calious dlsregard of the
feelings and wislies of others and of the vemoter’ effects of his: actmns, but he is
-unlike them in possessing a keener sense of status and i in workmg more far&ught-
edly ‘o a remoter end.” -

AAThis assertlon was not dramaheally refuted by a study, pubhshed 113 the Har-'

vard Business Review some ‘years ago, that found that half the 1,70 corpom-

.. tion executivespolled agreed withthe following stetement s

“Phe-American business executive tends to ignore the great ethlcallaws as they

apply immediately to his work. He is breoceupied chleﬂy with gain 0 *

* Neither hias Veblen’s characterization of businessmen been refuted by moxe
recant polls along the'same lines. I earlier quoted a statement by Fred 'T, Allen,

- Ghnirman ‘and ‘President. of P1tney-Bowes, In 1975, Mr. Allén becams troubled
“by ‘the. almost daily 1eve1at10ns of corpomte bnbes and payoffs in the United -

States and abroad, snd by the steep decline in the publie’s esteem for busmess
and its placntmners Ina Geneva address which was published in, the ‘Wall.Street
Journal, he said ‘corporation executives were beginmng to be percetve “little.
more than manicured hoodlums.” To get a line on the prevailing a,thtu § among

corporations, hig company commisgioned a survey. The ebjective was ‘tofind out:
how some 531 top and middle ‘manggers, from a representatlve selection of all.
business sectors, viewed bribing foreign officials 16 attract and retain contraets, .

‘Fitty percent gaid that bribes’ ghould not be pald. to
percent said they should be paid’ 1f such pract are’ prevalunt in a foreign
! aetme, percent’ sa;q it W&ﬁ; a .cost: of,
doing businéss in certain’ o £ 3 _per.cent saiti i/ was,.an.established .
practice, inferring that thére wa§ no'way f:o get avound it | ‘conso
ayailable from fhe Tact that 64 DL qt_of those who wquld not pay
they would 1efuse on;moml grounds, " B .
‘was. start led by ‘th ﬁndjn«g od - corpoga,te leaders, to set
reajistic saley to. spell ou thigal codes, and to demonstmte
‘that they “wilk to of an dby dnyone’! " R .
It is a bit ivonic; therefore, to find that Wheﬁ th n}, DAZErS ¢

to;foreign ofﬁmals, but 48

"ﬂ'b
,m-.-u

r ¥ . corporate goals' :

“Similarly, a 1976 study by Uniroyﬂi and U
Archie B. Carroll IIT found thati50 pereent of .
cent of g random sample of corpo;;ate managers percewed company: pressure on ..
personal ’ethles M t, i th,‘,t; 1 eir -peer; Would not defy orders

VS1ty of. Geprgia, Pm essor

i

Uniroyal managers.angd, 84 per-,

.+ ‘The results dre a sad commentary on the’ state of American business. ethics.~ :
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,«Tllese stud;es of corporate morality mobably apply:-equally well to price fixing,

illegal allocation  of markets, falsg  advertising,- bid rigging,. illegal  use.
of ingidel- “information, shareholder. rlpoms, and . other ‘white-collar  -crirdes,

Hspecially 'relevant . is? the. finding that {young smanagers go - along. with .

the questionable practices of their superiors. President Johnson’s Commission on

Law Enforcement aud Administration of Justice went furthey. Thé Commission-

noted that more than young managers are influenced, When respectable white-
collar people go wrong, they provide blue-collar neople with one more plece of
evidence that. morality is a trap for suckers: !

"Derelictions by corporations and their minagers, who usuany occupy leader-
slnp positions in their communities; establish. an ‘example svhich tends to”erode
the.morai, base of Iaw: and provide an. opportumty for other Lmds of offenders
to rationalize their conduct.”

ANl in-all, then, it seems safe to conclude that our white-collar crime problem
18 a divect outcome of divisivehess and multiple moralities swhich have developed

“over the years. Nowadays, learning to-behave according to a moralify which

makes it all right to engage in price fixing; false advertising, or bid 11ggmg is a8
dnsy as learning to drive a car fastér than 55 miles an hour,

Once this has been acknowledged we are faced with the task of develop ng a

single morality, one which makes it unethieal to ignore the publi¢c Interest, the:
common good, the general welfare. This task is beyond the capabilities of the:
soclologist and eriminologist. For that mattel, it probably is beyond the capabili-

tieg. of Oongress ‘too. Nevertheless, it is just possible that Congress—and this. -
~§nbeommittee in particular—can stimulate American businessmen to moye toward
‘develppment of a national sense of community which woiuld make white-collar:

crime unthmkable. There aLe three prongs on my utopian spear, and I hope you

will launch it
. “Pirst, businessmen must come to respect governinent. If they are to do 80;.-
. governmeut must. eleant up ity own act. Recent scandals have helped popularize-,

he idea that government is corrupt, boqs-ndden, and ineffective. A publie opin-

“ion poll tuken about 6 months ago found nine out of ten Aunencans asking Con-

gress to do something ‘ahout corruption in -government. It is easy to condemm

*  husinessmen and corpomtmns for mang illegal political contributions while

overlooking the fact that some aggressive candidates or their frnnd solivitors:
gubtly or: gpenly threaten retribution to. those who do not comé& aeross with &

- donation, Businessmen know how, laws are made and enforced. Perhaps that
- ig why. some Tiave so little respect for law. ngher ethmal standards in govern-

%nent would: set; an ‘example for busmassmen and would 1epresent 4 great leap
orward. -
The legislative, ekequtive and Judxcial branches of government {at all'levels) .

- fllso would take a giant stride if key officinls formulafed and announced clear

*. ment leaders 1

definitions of unethical business behiavior, Such an evercise of leadership would
not require an excursion-into the murky politics of defining white-collar crime..
It ig proper o denounce ciimes against business, but this should not distract
from the need to condemn unfair business practices. All we need from _govern-~
a: reiteration ‘'of the ethiéal and more prmczples—-even the ‘eco-
nomie and political principlés—on wlnch our regulatory agencies were created.
If these principles have changed we should know about it, and the relevant

agencies ‘should 'be abolished. But if there is something enduring ahout. the -

principles, politicians should say so, over and over and over, :

Sécond, consumers ‘and other victimg of “white-collar crime should orgamze
into pressure groups. It'is a fact that our politics gre now the politics of special
interests. Business interests have had a strong voice in the making of laws and

'in the enforcement of them. They have successfully confused the issue of whether

violationg of regulatory laws are “real” crimes. They have fought; to secure the
‘appointment of enforcement' personnel who, will be friendly and quiescent in
the fice of clear violations of law or; if action hasto he taken; will act politely
and considerately; Enforcenient, agencies have not had. the funds or attitudes:

" necessary to . educate the'public about the dangers ‘of regtraint of trade and

similar crimes, even ad they have—in several campmg'ns——tned te educate clhzens

-about: the dangers of’ organized crime,

* A powerful consumer ‘organization with knewledgeable members could undo :

: some of “this mischief, In a Harper's Magazine article appearing a fow years

" -ago, Milton Viorst, the rioted political columnist, asked a.Thetorieal .question :

“How can one expect an: admmistratmn»—an,y admmxstratwn—to curb the power %

»
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«of the giang corpoxatwns that’ are its chiéf soutee Of political (ﬁnancmg?" My ~

Tesponse is that government. will. curb the coxpoxahons ‘when peoplé organize
into groups more powerful than the corporutxons A% g minimum, an organization
of consumer power demanding law and order m the corporate world would get
an audience with-political candidates. - e

Farther, strong-cinsutier-organizations could prevent vestraint of trade; falde

- advertising, pollution, and. gimilar ¢rimes..They: could do this:by boycotting and

otherwise raising hell with businesses that engage in erimes, that cheat them,

‘ raise their taxes, throw them out of work, ol cause their small businesses to fail.

~of monopoly we now-have? The answer ig that they..don’t know about it.”

Restraint of trade and other economic crimes flourish at points in the economic
gystem ‘where orgunizations with power éncounter weak potenfigl victims. Then
the vietimnization is like taking eandy from a baby. A ploneerfng American soci-

~ologist said that business crimes “lack'the brimstone smell” associated with: long- »
»standmg ‘Biblical - proscriptions.’.Consumer. organizations' whose memberg” edu; :

cated each other about their own interests could put the smell-of sin into white-

. collar offenses, thus helpmg ‘business executives change their etlncal standards.

“The third and most important part of a good program. to conguer white-cbllar

“Accordingto Viorst, the Antitrust Taw and Hconomic Review posed and answered - , -
another rhetorical question : “IWhy does the American publie tolerate the degree .

crime would stimulate business leaders to develop and publish ethical codes and

then stick to them. Indeed, the first two divisions-of the program should be
directed ‘at the development of such mechamsms of gelf regulation. The Wall

Street Journal article by the Chairmin of Pitney-Bowes,. mentwned earher, an-

“nounced the third part of the program in thefollowing terms :

“It is, of course, easy for-me or any executive to-sound forth. with a litany ot

~highe= lmnded ‘principles, It is far mére difficult to imbue an. organlzatlon with

the ideals behind the words. And it ig mosi; difficult of all for an’executive to make
sure that those 1dea1s—-—once spelled out——are also- ca1r1ed out by employees at

.all levels,

~ “And yet that is exactly What we must do. BusmeSS orgamzations take thair:

; cues from their leaders. It is.up to the leader to make sure that ethlcal behavior

. pexmeates the entire company. Employees must know exactly what 1s expected

* Bowes. When the respondents were asked if legislationwpresumably calling for

at

of them in the moral area and how to respond to warped ethics.”

I bave not been able to locate any such commmy campaigns atmed premsely

at making white-collar crime so.imihoral that it is' unthinkable. However, there

© are straws in the wind, Busmess ethies is Jow o popular topie .of conversation

in gchools of business.administration and in businessmen’s clubs and exécutive
suites all over the nation. Barlier I referved t6 o survey commissioned by, Pitney-

stronger defenses and punishments-~would be effective in-preventing bribery of
foreign officials by U.S. nationals, 92 percent said it would not: They ‘thought

. such bribery would continne despite such legislation, and they, thought that:pub-

licity would be much moré effective in diseouraging bribery. What fhey had in

mind, T think, is a need for pubUc1zmg unetlncal behavior to a degree such thnt Lo :
. b11be1y will become immoral,

‘ But more than publicity is needed. thhout mcreasmf’ their costs very much,

.corporations could draw up codes -6f ethics and. design accountahts to: repox;t :

violations to the board and, in the case of gitspected crimes, tp' the: police "Doing

"800 would necessanly 1equire ‘board meribérs and mahagers to’ think:gericusly "

about the morality of their conduct. Further, tlie very act of inaugurating such
4 program would announce. that a.board concerned about. profits also. is-seri-
ously concerned about the public interest, the common -good, the general welfare,
‘Other boards, questioned about why: they haye not published their ethical codes,

would soon do so. For example, $ippose.one-compdany stiated’ exphmtly thatbribing -

“foreign, politicians or marketing dangerous praducts or:advertising falsely is

agamst company.policy, and then explicitly agsigned to some. accountants the job
‘of trying to police it, while another company did not take these two steps, Surely
govemmenb oﬁicxals, interested consumers, and the stockholders\ 0f the two Com-

of code violations. Over-the years, & eorporatz,on board’ that pubhshed and en-' !

_forced.a code of ¢thics might even: come to heheve in it, . Lo -
Professor Crussey. T am glad you invited me back because, among :

other things, my testmlony in June didn% show enough mdlo'nahon.

" panies would be able to make logieal deductions about'the ethies'of manugement, -
‘aven if the fitst company’s accotintants were not capable 9f deteetmg all instances

N
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T:am quite indignant about white-collar erime, and my prepared: state-
-ment this time expresses a little of that indignation. o
T am looking $oi solutions.to olir white:cdllar crimé problem that
“involve something other than mere deterrénce and defense. It is easy
to, recomnmend:that we prosecute.and punish’white-collar. criminals
mors Severely, thus delerring poténtial offenders, anid to let the matter
‘&0 4t tHat, Similarly, it is gasy to take an attitude 6f defense. We do
.that with reference to street crime. We lack up ourselves and our
-valuables and then think we have a solution to the crime problem.
‘Whiat we need is a program which gets at the roots of the evil so
‘deterrence’and defense are not hecessary, or at least not so critical.
~Rooting ot white-collar crime will not be an easy task, When Presi-
-dent' Carter introduced his energy program, he asked for the “moral
“equivalent of war.” He hasn’t reteived it. It is time to try again. We
-~ need the moral equivalent of war in the white-collar crime area,
‘We are beginning to recognize that white-collar. crime is a social
. .problem whose character is similar to that of the problem posed by
. 'the 1960’ miilitants. That is, some businessmen refuse to attribute
legitimacy to government, just as some ¢ the more militant militants
did in the 1960’s. As I said in my testimony in June, crime rates are
always high-when people do not believe in the law, and there is-good
;evidente, going back 25 years, that busipessmen violate regulatory
‘ctiminal lawsbécause they don’f believeinthem. = .~
‘We eventually responded quite well to the militancy of the 1960’.
The Vietnam war stopped. The draft stopped. The Governmens became
,mofe open. Affirmative action programs ‘ere introduced. We did
“sdmething constructive. Wise leaders demonstrated that the cure for
theills of democracy ismore desmocracy, = . . . .
o "White-collar crime is:another ill of democracy, Can we cure this ill -
*" by instituting more democracy % Is it possiblé to get white-collar people
to yévers the SEC, the FTC, the IRS, the FDA, the EPA, the OSHA,
the Antitrust Division of the Dspartment of Justice, and many other
‘agenties housing white-collar police officers? T think it is possible. Tt
isn’t' going to be easy, but that must be our long-range goal. :
.. At the end of my prepared statement T suggest a three-pronged
~ ‘program for starting this long-range effort. I haven’t disillusioned
myself into believing that this program could achieve its goal in our
- tinje. THe Téason is this: It asks for a change in morality, for restora-
.tiop of g sensgof communityin the United States. . ’
" The proposal first asks that businessmén be inspired to respect our
@Qovernment and its laws. This means, of course, that higher ethical
‘Standards aré jesded in Government. Congress Members and other
‘Government officials mist set an example for the rest of the United
 States and for business people.in particular. '

=" Apublic opinion poll faken abouté months ago found 9 out of 10
Americans asking /Congress to -do something ~about corruption in
Second, I advoeate that consymers and other vigtims of white-collar
crime organize themselves into pressiire groups. Tt is a fact that our
politics are how the Politics of special interests, At a minimum, an
_» organization of consumer power demanding law and order in the cor- -
porate wozld would get an audience with political candidates.

4
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My third and last point asks business leaders to develop and publish
ethical codes, and then stick to them, There are straws in the wind.
‘When I was here before I mentioned, some corporations which have
already introduced such programs; They have drawn up specific state-
ments regarding what is ethical conduct for any member of the cor-
poration, and they are demanding that all the members of the corpora-
tion adhere to this code. More publicity ismeeded for programs of this
kind: We need to give gold medals to the participating corporations«™,
and their-executives. As I say at the end,o% my statement, 16:1§ quite o
possible that, over the years, a corporation boardsthat published and
enforced an ethical code, might cometobelieve init, - - .
Mz, Convyers. Thank you very much. vt : S
‘We have a number of questions that we will direct to you, butin our .
more informal setting, we will bring on Professor Norris, professor of
law at the Detroit: College of Law. Professor Norris teaches constitu-
tional law, lias been a private practitioner,and hasauthored casebooks
* on criminal law and jurisprudence and produced-other extensive legal
writings. Without hoping this to be held against him, he is'also g poet.

- 'We might as well make full disclosure here, We welcome him as one
who, out of his public background, has served at the State level as a
constitutional delegate in reforming the Constitution of the State of
Michigan, and has served on. a number of bar association panels that .

are related to-our general subject matter. .. -~ - S

‘We are very. pleased that Professor Norris-could join the subcom-
mittee hearings today, and we welcome you before the subcominittee..

TESTIMONY OF HAROLD NORRIS, PROFESSOR OF LAW, DETROIT-
- * COLLEGE OF LAW, DETROIT; MICK. -

Professor Norris. Thank you, Mr, Chairman, -~ . -~ . = .
. T amdelighted to be here: I only want to make s few modest-obser-
vations. I think the terrain is broad and variegated, and it is easy
indeed tto.got lost.in it, and perhaps by tendering a few modest views,.
I might be of serviceto this committee. - - S <, s
- T want:to commend the House Judiciary Committes; and partic-

ularly this subcommittes; for dealing with this question. L think it has.
been too long delayed, and because of what I perceive to be thé impact
of this problem upon; the American polity, it is » problem that de-
serves very serious, circumapqnt and urgent consideration, .-
- One observation. I would like to begin with is the very size of the .
problem, The problem: has been shaped and formulated by some au-
thoritative studies, though X' must hasten to add, Mr. Chairman, that
there.is great need for more precise and authoritative study’in this:
field. And I am delighted to nots thaf. the President. of the United
States; in reformulating the way in which LEAA is to operate, has.
indicated a very sizable quantity of work contemplated to bé in the:
field of research and statistics..And it would appear to meé. that there

- 1is a natural affinity between the subject matter under purview by this.

committes and the new method of dealing: with LEA.A as directed by
~ the President of the United States in his authority over the executive
branch of Government, = .- ‘ DR R
+ T would think that perhaps one thing that could be done by this.
committee is to organize some kinds of subject matter that might he

[
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