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would be greatly i%;l)prccginted. We are glad you could come today. -

Mr, Seyaour. Thanks very much, Mr. Conyers. Obviously it is
your end product we are most interested in. :Any time I can help, don’t
hesitate to ask. ‘ ‘ :

- My, Cowxzrs. Our next witness before a brief break is a professor of
ithe School of Criminal Justice here at Rutgers, Mr. Richard Sparks,
who has prepired a statement which will be incorporated into-the rec-

“ord at this time. :

Ho is a professor at the School of Criminal Justice, Rutgers Unie

versity, the State University of New Jersey. The School of Criminal

" Justice is o graduate school, located in Newark, N.J. ; it was established

in 1974, as a result of a mandate from the New Jersey Legislature.

He received the B.A. degree from Northwesters University, Evan-
ston, I11., in 1954; and the Ph. D. degree frorithe University of Cam-
bridge, England, in 1966. His previous university appointments were

as lecturer in criminal law and criminology; Faculty of Law, Univer-

sity of Birmingham;England {1964-67) ; and as assistant director of
research, Institute of Criminology, University of Cambridge, England

- (1967-74). He was visiting professor at the School of Criminal Jus-
- tice, Rutgers University, during 1974-75; and he has held his present

By

appointment as professor at that school since 1975.

In addition to journal articles and technical reports, his publica-
tionsinclude the following books: “Iey Issues in Criminolopy” (with
R. G. Hood : London; Weidenfeld and Nicolson; New York : McGraw-
Hill, 1970) 3 “Local Prisons: The Crisis in the English Penal System”
(London : Heinemann, 1971) ; and “Surveying Victims: A Study of the
Measurement of Criminal Victimization, Perceptiors of Crime and
Attitudes to Criminal Justice” (with H. G. Genn ahd D. J. Dodd;
Liondon : John Wiley and Sons Ltd., 1977). R - o

: He has served as a consultant to-the Panel for the Evaluation of

- Crime Surveys, Committee on National Statistics, National Academy

of Sciences; to the Division ‘of Crime Problems of the Council of
Europe; and to the Crime Prevention and Criminal Justice Section of

- the ITnited Nations Secretariat. He is at present a member of the Crime

and Delinquency Review Committee of the National Institute of Men-
tal Health. He is alsc a member of the American Society of Criminol-

ogy and the American Sociological Association. -

At the present time he is project director of a proj

« tion of statewide sentencing guidelines; and project codirector of a

-, (By Richara In. Sparks, School of Criminal Justice, Rutgers Univergity,

. Many people; T ai sure, "Wiil Wé1c61‘he;_the decision of this Subcommittee to ﬁb‘!d; :

Tesearch project on strategies for determinate sentencing ; both of these

projects arefunded by the National Institute of Law Enforcement and

Criminal Justice, Law Enforcement Assistance Administration.
[The prepared statement of Mr, Sparks follows:] o

. WHITE-QoLLAR CRIME: THE PROBLEM AND THE FIDpERAL RESPONSE o

Newark, N.J.)

. WHITE-COLLAR CRIME, AND I8 IMPACT ON.THE conmm\rml_

. gome ofits current hearings outside Washington, and to go to some of the cities

which are affecfed, in one way or another, by tae problems of crime which the
Subcomniittee is charged with investigating. It seems especially appropriate that

4.
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: today s hearings shouﬂ be held here in Newark—a ecity v;l*ose- recent: history

vividly illustrates mamy of the problems concerning: so:éalled “White—collar"r

crime that we havebeen asked to discusy today. - .
" Even before the 1iots\wh1ch engulfed Newark in the summer of 1967, the city

was widely believed td have one of the worst crime problems i the Umted@_%w-y

< States. Detanublished-py oneof-the Task Forces of he 1967 PLeSxdenf’s Com-

- bighest, of any of the lirgest American cities. Newark’s aggregate rate for all -

W

mission Jnmﬁa'xw Enfm‘"ement and Administration of Justi¢e 'showed that in
1965, for-each of the seven “index” offenses included in the T,B.I.s “Uniform
Orime Reports,” crime }'ates in Newark were either the highest, or nearly the.

seven "mdex” oﬂ:'enses—‘%murder, rape, robbery, aggravated assault, burglary,

larceny and car thmz—was the highest i the country; at 4940.1 Lnown offenses

Ter 100,000 population, it exceeded that of Log Angeles-—-lts clogest, competitor—
by eleven per cent, Getidrally speaking, the picture of crime in Newark which
emerges: from U.0.R. sta‘hstics since 1965 is just gs gloomy as it was in that
year; only in 1976 : Jgd t 1e “index” crime rate show signs of begmning to flevelv
off or even decline.

In faect, there is some reason to think that the U.C.R. statistics g).eatly exag—
gexated the problem of “freet crime” in Newark during recent years., Thanks
to pionéering work done f \r the President’s Commigsion, a new method of crime
is now available: the survey of victimization, in which reprasentatwe gamples
of the general public aye a‘.%ked directly nbout crimes which may have been cora=

“mitted against them in a particular penod such' ag the preceding year. As-one

of the eighf American ¢ith 3 included in LBAA’s “high impact” crime reduetion
program, Newark was-the ute of victimization surveys carried out in 1972 and®
1975, These surveys showed\ that, even in 1971/72, vietimization rates in Newark
were by no means ag high many people had supposed; in fact, total rates.of -
violent vietimzation in New vk were the lowest of any of thp eight “high lmmpact”
cities. Moreoxfer a compan\,on of -1974/75 victimization ¥ates mth those for
1971/72 showed a declease in N ewaﬂr in almost: every canegoz‘y of crime eovexed
by the surveys.

I know that tlns Subcomrmttee is well aware of the methodolomcal limita-
tiong of v1ct1m1zatmn surveys in general, and of ‘the Céensus-LWAA " National
Crime Panel Suxveys in particular, Indeed, it is thanks largely to hearings which
tlie Subcommittee held, just over a year ago, that LHAA's proposed suspension
of the Natmnal Onme Survey. was averted—thus giving ‘some hope;that those<
limitdtiong may be overcome b methodological and dev:elopmﬂntal research in
the future. Tor reasons which T shall discusg in a moment, victimization surveys
{at least in then' presen’c form) ‘are of no help at all in studying white-collar
crime. My point is simply that, evén if we are consldelmg only ‘street crimes,
the situation in Newark may well have been much less seuous, over the past
decade, than the U.C.R. statistics suggested.

Axnd yet, paradoxically, it can be argued that Newark really did have a serious
<rime problem during at least the early pari of that périod. Up to the end of
the 1960's, there wag a plain sense in which Newark?s Tepiitation~as, “crime

capital” was thoroughly Jjustified, guite apart from the’ statistical ‘dats T have -

- just mentioned. For nearly half a century—sinee the Prohibition years —~Newark

had been well-known as o center-of operations for so-called “organized’ erime’,
And in more recent years, Newark had become nationally known for political
corruption: three witnesses told the ‘Lilley Commission, ‘which'investigated the
Newark riot, that “there is o price on everything at City Hall”, and-the Coms

- mission 1t;=e1f concluded that “d pervasive feeling of corruption” in the city was

an important underlying cause of the riots. Throughout the ¢arly 1960’s, there
were repeated allegations of corruption in the Newark police' department; and
a long and sordid history of extorfion, bribery.and kickback contracis mvolving
Newark. political figures-was brought to an eng by the convmtiou (and subse«
guent 1mpmsonme.nt) of Mayor Hugh A. Addonizio in 1970,

Tiven in its worst yea¥s, of course, Newark did not have > monopoly on munci-

: pal government venality: racketeering an@, corruption haveé existed, to 4. greater

‘or-lesser extent, in all large American eitiés over the pasb: century “What ig

" important for present purposes, howevey, is that racketeering ‘and corruption

" played only 8 minor pirt in ereating New:uk’s recent reputation ag a crimg-ridden

‘city. ‘Indeed, they played no part at all in assessments based on the Uniform -

Crime Repcnts -and similar police-compiled statistics. The reason for this is ",

simple’ political eorruption and other forms of white-collar erime, like molt of the

ilhclt aethtzes of so- called ‘organized erime, gare rot mcluded in those statlstics. o
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It 1s true that the Tniform Orime Rf ports contain data on the numbers of persons
arrested for a variety of such oifenses, including fraud and émbezzlemernt as
well ag violations of narcotics and liquor laws. But the UCOR statistics most com-
monly quoted——and “those published by the President’s Commission, in the Task

Force volume 1efeu:ed to- ‘earlier—relate to offenses kuown: _these_gtatistiog i

S <o¥b-ragkriotadtofoup-types VLmu.x,rpemdnarvibrence “and three types of tradi- -
S tional p).operty crime, ‘Phe UOR crime index, in short, focuses almost entirely on
those crimes most ofteén committed by the relatively poor and powerless. It omits
I entirely those formg of lawlessness which the middle classes find most congenial ;
neither the eorruption of Watergate nor the corruption of Newark was recorded

R R ER

i1 the Uniform Crime Reports. g.-
This illustrates one of the most important Ieatures of white-collar. crime;

namely, its invisibility. Crimes by businesses and businessmen, political corrup-
tion, fraud and abuge—these and other forms of middle-class rule-breaking are
for pmcmcal purposes completely excluded from our existing systems for measur-
‘ing erime and asgessing its social consequences.

= This iy true 0ot merely for police-compiled statisties like those in the Unifovm
*“Crime Reports; it is also true for our main alternative to those statistics, namely
data from vmtimization gurveys. At present, as the Subcommittee will know,

the Census-LIAA National Crime Surveys concentlate almost entirely on the:

- FBI “index” offenses (excluding, of course, homicide) ; they do not even attempt
to measure vietimization through such things as donsumer fraud, price-fixing,

- unfair labor practices, illegal redlining by lending institutions, environmental pol--

‘\1 . lution or. the sale of dangewue products.. In punelple, at least some of these

" kinds of victimization could. perhaps be measured in sample surveys;based on.

LT 1nte1views with the general public; and I hope that some attempts will be made

‘to.do this in the future. Buf there are clearly limits to the extent to.which white-.

‘collar erime can be adequa‘fe}y assessed even in this way. For one thing, in many
white:collar crimes there s no individual (“assignable’) vietim: electoral fraud,
tax evasion and transfey pricing are examples. In other cases, the consequences

of white-collar crime may be very diffuse; a price-ﬁxmg conspu'acy may net mil-
lions of dollars for its: -prepetrators, at a cost of only a few cents apiece for saveral -

million uitimate congumers. In any case, before a survey respondent can ieport

N bemg eriminally vietimized to an inteérviewer, he must know of his own victimiza-

fulfilled, in the cage of many kinds of white-collar crimes. I"mally, for o large and

o important class of whitécollar crimeg, the immediate VJ\gt).m is not an individual,

‘but a corporation or other organization : and there is good reason to helieve that

. survey methods are not very well suited to the measurement of crimes against
organizations. -

. A general consequence of the mvisiblhty of thte-collar crime is that the gen-

‘tion, ard know that it included a erime: plamly neither - of these conditions is. -

eral public’s beliefs abont “the crime problem”—their stereotypes, if you will—are =

‘based on o -biased set of information. The gocial definition of “crime”~—and: the
public’s beliefs about “cummals”—are powerfully influenced by the statistical
machinery which we use to measure erime. So long as that statistical machinery
wystematicilly excludes from its consideration middle-class rule-breaking, that

rule-breaking will play no part in public perceptions of crime and its soeial con-

sequences, In ‘the publie mind, then, crime will continue to be gomething mainly
committed by poor people, I‘w.ud aud abuse, bribery and corruptlon, p:uce-ﬁxmg
‘and election-rigging may briefly -enter ‘the public colsciousness from time to
time—through anecdotal evidence, or after a spectacular-prosecution or the non-
ivdictment of a co-conspirator. Fut. the effects of such fhmvs are inevitably weak
and tran (ent they eannot compeld; in. terms of shaping pubhc awareness of the

R

true nature and consequences-of crime, with official sfatistical series like the

- Uniform Crime Reports or the vietimization survey data,.. »
It is obvious that such a state of affairs is both grossly unjust and ‘socially
Aivisive, It can lead to the wrongful shé atization of whole communities, -and
of social-class and racial groups, as “dangerous classes”; at the other extreme, it
; may allow other groups who are in fact highly law-breaking to be deseribed. (and
" to describe themselves) as “non-criminals”. It can thus lead to radically mistaken

public perceptions of what the crime problem in a particular community really ‘

"is—asg, I tvould argue, was the case here in Newark throughout the 1960’s, T sum -

vup s our official information systems, on swhich we relyfor our definitions of crime,
- 'may lead‘to a dangerous polarization of our society. And since thig polarizition
; (between Horiminals” and “poneriminals”)- is related to differences in pohtmal
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~ and econOmie power, it can erve to remforcé class COnﬂlcts which we ou"ht to,h°

trying ingtead to.eliminate.’ L

Ip. addition; our presént-conceptions//of “crime"-—based as they ure, on data ‘
from the Uniform: Crime Reports and from victimization surveys-—-help to . conr
ceal many of the serious consequenees of white-collar. erime for thescoramunity.
I am not,of Gourse, attémpting to,minimize the social and personal costs of street .
erime, in "ternis of death or physienl injury, orgersonal property 1ost by its vietims,
But there can be littTs doubt piat the costs of white-collawcrime are far greater, -

. evex in the crudest, purély monetary terms. In previovs sessions this Subeom-

mittee has heard evidence-suggesting that wihite-¢olloy-erimes: (excluding gnti-
trugs violations) cost the public about $44 billion a yesr, or about eleven times
ag much a8 traditional property crimes such as robbery and burglary, For reasong
that T shall try to make clearin a4 moment, dollav-loss estimites of this Kind must .
be treated with considernble care. But there can be nd doubt that the rough
magnitudes are gorrect, -and that the ‘personal and- gecial casts: of white collar .
crime far outweigh those of tradluonal violent. and personal crime. I'de not
think that’ there is any need for me to-try to persuude this Subcommiittee that

" white-collar crime is a serious gocial problem.:

1t has gometimes. been argued.that one of the most senous cousequences of
v.hlte-eouar crime is that it leads to street crime—that (to put it crudely) 100y
Deople, seeing that the Tich and powerful are gble to violate laws with impunity,
would be'led to commit rore crimes themaelves, peryaps ot of a sense of jnjustice

or disillusionment with an unfair speial systetn, In fact, s¢ far as I am aware,

there-ds no hard evidence whatsoever that thig is the case. After they hive been
caught and convicted, some of those guilty of burglary, robbery or aggravated

© assault may well try to excuse their behavior by saying that “everybedy does b

while pointing to cages:in which price-fixing, unfenced machinery or tax evision

. hiive led to congent-decrees or pleas of nolo contendere. .

~Common sengd suggests that “a pervagive feeling of corruption” (as was suid'

to exist in Newark, at the time of the riols) is unlikely to make ordinary people

more law-abiding. Tt also seems reasonable to assume that a widespread percep-
“tion of a double standard of justice for rich and poor is unlikely to breed con-
fidence in the crininal justice system. Bt the hypothesis that white-collar crime
and . corruption—or the system’s failure to pénish white-collar-cxime and cor-
ruption~can cause people to commit armed robliery; rape or butglary, is not a'

“hypothesis.to which the available evidence lends much support,

‘In any case, it-is surely not necessary to argne thaf white-collar crime may"
iend to street erime, in order to show thut white-collar crime constitutes a geriouy

... social problem, A company dumps poisonous industrial waste into a river or

lake; another company rigs the prices of sales-to its foreign subsuhaues,,so as to
avmcl paying corporate income taxes which are :due; another company makes
illegal political campaign contributions, in réturn for promises of favorahle legis-
lative treatment. These things would plainly. be serious social harms, even if if;
could be shown that they actuany reduced the amount of rapeiand armed robbely
bemg committed, instead of inereasing it,

Thus far, I have been concerned with our sources of mformation about wlute-

» collar crime, and the limited part that that information. playy in'public parcep-
\hons of crime in general. I would like to return, in & moment, to the «question of-

‘the kinds. of data which we slrould be trying to obtain on thte-collar crime and -
ity consequences——and to gomelsuggestions for appropriate federal action aimer
At veducing that erime and minikizing its consequences. First, however, I svould

- like\to consider briefly some facts ghout the nature of wwhite- collnx crime, singe

I think that a clear understanding ofithe concepts underlying this kind of clime
is essen’mal if we are eve1 to make aLy real progress m connolhng i{‘, ‘

\\ o “cmm: AT B'USINESS" AND WHITE-COLLAR CRIME

Edwin Sutherlam.; the ol st .of Americqn cmmmologusts, dig us 4 great i

" service by coining the name E‘f Q‘tce-collzu- crime!, and thus calling attention to a

type of law-brea,\unu that had previously been almost entirely ighored both by
students of erime ‘and by those who tried to control crime. But explorers are
not necessarily the best map-makers; and Suthelland was not in fact very clear
ag to just what he meant by “white-collat crime?” At one point he deéfined it as'
“erime . ., committed by biosinessmen or other persons of high soeclal status .

m the eourse of their occupatmus” But it has often begn pointed out that t]uq

)
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* deéfinition includes fwo different glements? 1t vefers to (1) crimes committed by . -

businessmen (and so might inclyde individual acts of income tax fraud or em-
bezzlement by middle-class persops, even though these did not have anything {o
do with their occupations) ; and’ (2) crimes committed “in the course of” one's
occupation, which might includgp occupational theft by lower-class persons, €.g.
pilfering from. factories, union Yacketeering and bribe-taking by policemen. (An-

> other gociologist, Wdwin Lemertf, reports thiat he once askéd Sutherland whether

he méant by “white-collar erimé¢” a type of criminal behavior, or crime committed:
by a certain group of peeple; Lemert reports that Sutherland said he ‘wasn't
gure,) Most of the examples which Sutherland diseussed in his early papers, and -

*-in hig book White Collar Crimg, involved violations by corporations of regulatory

statutes or anti-trust laws. But I am reasonably sure thai Sutherland would xot..
have wanted to exclude from {'crutiny individual illegal acts (such ag income tax -
evasinn or embezzlpment.).: 7 - ’ o o

Since Sutherland first wrots,-much time has heen spent—and much ink spilled—
in an effort to provide d satisfactory working definition of ‘*‘white-collar erime”.
JIn my opinion, thig search for definitions has been largely misconceived, What
matters ig not the meaning of some words; it does no harm to use the expression
“ehite-collar erime” as o handy general name for whole range of illegal or

Improper acts, It is important, however, to be clear about the variety of kinds of

behavior within that range; since a varigty of causes, and of control strategies,

are involved. © iy B : S o
In an effort to elarify-some of the concephual issues surrounding white-collar

crime, I recently proposed a somewhat different conception of “crime as business”,

"% By this term T meant those crimes (or, more generally, those deviant acts) pos-

gegging all or most of the following features: e . :
(1) They aragerried oyt primarily for econonvic gain, and involve some form
of commerce, tndustiy, traie or legitimate professior.:Thus my concept of “crime:
as business” would excliide most cases of kidnapping or skyjacking for ransom,
just as it would exclude riost armed roblsery: since no form of legitimate enter--

“prise is involved in thuse crimes. :
. (2) They necessarily involve some sori of formal organization, in the sense of @

8et or system of more or less formal relationships between the parties involved

in committing the criminal acts. Thus what I am calling “crime as business”
would include most of what criminologists usually call “‘organized” or ‘“syndi-~ »
cated” crime; it would also include price-fixing conspiracies, most types of com-
pany frauds, violations of regulations concerhing manufacturing processes (e.g.
environmental poHution or worker protection laws), and the laundering of money
through illegal banking or other financial transactions, o .

(8) They necessarily tnvolve either the use, or the misuse, of legitimate forms:
and téchniques of business, trade or indusiry. What distinguishes such things as
price-fixing conspiracies, inyolve faking and bankruptecy fraud from robbery,
burglary and shoplifting is that the former do, but the latter do not, invélve meth-~
ods and techniques which are also used for legitimate business purposes.

I am not claiming, of course, that this conception of “crime as business” covers
everything that people have ever called “white-collar erime”—or that anything
not falling within my definition is not worth considering, Individual illegal acts
by middle-class persons—a businessman cheating on his income tax, a doctor:’

* fillng phony Medicare claims, a solitary embezzlement by a bank teller or union

treasurer—do not fall within the definition I have just given, yet.they are obvi-
ously important. 'What I do claim is that the features I have just mentioned@ *
marlc off & number of types of criminal and quasi-criminal behavior which have
significant similarities, swhich have often been obscured in discussions of “white-
-collar crime” in the past; and that different control strategies may be approprigte
for what I am calling “crime gs business” than for o}:her forms of white-collar

. erimes

. Any attempt to understand what I am calling ferime as business” must Jegin
with the truism -that the pattern of ‘economie ¢rime displayed by any society
necessarily depends on that society's patterns of legitimate eéconomic develop-
ment; and that changes in the forin and frequexsy of economic crime ax;ré largely
& congequence of changes in the patterns of legitimate econ¢mic enterprise, This
is'so, in part, because of the crucial role of opporfunity in the causation of erim-
Inal behsavior. Opportunity is generally important in shaping crime ;4’11;1 deviant
behavior, of conrse; it is not relevant only to*‘erime ng business”, But it is espe-
clally important there, beécause of the s¢ale and complexity of new{,f’ﬁorms ‘of buki-
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~negs and. industry which aye chamcteristm of ﬂhe twentieth centurv, nnd espe-
clally the last fifty years or §0,

Of special importance hére are developments in’the world of banking aud
finance. As corporsis ‘and'governmental investment have grown, in tlhe post-
o ‘World War II years, new and inereasingly complex forms of funding have been

P developed, which in turn aye permitted new and inereasingly eénmiplex kinds of
e fraud, Financial sexvice conglomerates like Bquity Funding; ¥offshore” mutual

\ , funds; multinativpnal eorporitions—all of theser »things have miade possible new

f()rms of fraud of a kind which could not, havii been carried out in the simpler

xﬁnanciul world of fifty years pgo. In shorwt, the technoldgy of crimein the business

'world has become much moie comphcated——because business has ‘become more

complicated Our techmquess of control must become correspondingly more S0~

- phismcated if they areto have any liope of suceess.

) To some e\tent my concep[:wn of “crime as business! has some afﬂmties with:

the “theory-of 1lielt. enterprise” recently sketehed by iny colleague Dwight Smith,

! Smith was mauinly concerned, with -what criminglogists (and journalists) have
¢ K called “organized” crime—ihe Mafia, Cosa Nostra, mob or whatever. He pointed
Coat out that “entrepreneurial trankactions can be ranked on.a seale that reﬂects levels
of leg gitimacy within a specific marketplace” ; there is, for example, 4 market
spectrum in the banking induitry which ranges from trust companies and com-
mercial banks at one end to loan sharks and other iusurers at the other. In looking

at racketeéering in this way, Smith shifted the focus from “alien conspiracy”
theories which have obseéssed hrxminologists and ‘the general pudlie for the last
twenty years or 8o, ttq the economic activities involved. I suggest that exactly the
samé shift in emphasm is needéd inthe study of What crimmolo«rxsts have called

“wwhite-collar crime”. I

Indeed, it seems to me that th jere may often be little pomt in dlstinguislﬁmr be-

“tween pe1sc*"7.vho are (or regard themselves as) “racketzers’”; and those who

:purpose to be legitimate businessmen: given comparable ranrket or financial cir-

, cumstanceq, the behavior of the two groups is often sh'lkingly rimilar. (The

“Matfia? is often alleged to laurider mohey through baonks in the Bahamas; the

" . Gulf Oil Company has udmitted\ laundering money through: bank in the Ba-
: hamas:) It is often alleged that So-called orgamized criminals have turned away

taken up the infiltration of legitimate bnsiness instead. It is undoubtedly true
that there hag been an. increasing use, in recent years, of legitimate forms of
business for dishonest purposes: hankruptey fraud is an example. But it réemains
to be seen how frequent the “infiltration” of legitimate husiness by racketeers
really is, and whether it leads to any more crime, or any more Social harm, than
is caused by legitimate businessmeh in similar circumstanees,
T suggest; then, that in order to understand (and to try to control) What T have
called “crime as business”, we need ‘to start by understanding the kinds of busi-
. * nesses involved in; partxcular kinds of crime. If this approach is correct, it hagan
P important practical consequence: namely, that control strategies for white-coliar
] erimes ‘will have to be tailored to the probiems of particular kinds of industries
and/or economic activities. There seems to me to be very little point in trying to
alter some supposed general momlity of busifiessmen, so as to persuade them that

government regulation in general is legitimate or desmable Businessmen who

engage in stock fratids muay well turn out to be highly indignant about environ-

‘mental pollution; businessmen who feel free to pay bribes in ordeﬁ“to get con-

tmcts may well disapprove ‘of other businessmen-who sell cars that explode in
& ‘dollisions, or pharmaceutical products that cause Hlindness,

have called the technologv of crime as business—that ig, in police terims, its
modusg operandi; an: understanding of this is likely to require a -thorough
knowledge of the legitimate business and/or commereial practices-underlying
thie form of crime in question. From the standpoint of botk prevention and con-
trol, it may be important to distinguish between frauds aimed at competitors,
and those aimed at shareholders or creditors (such as bankruptey fraud).

: To a-certain extent, of course, the law already makeg such distinctions, in a

L ", -rough and ready way; and a whole range of different’ “Administrative and law-

R enforcement ageneies are now charged w1t11 dealing with various forms of busi-
ness, mishehavior. 'Working relationships between U.S. Attorneys on the one
bhand, and agencieg such as the Securities and ¥xchange Commission or the

Fedelal Trade Commission may not always be a5 close as they should be; over-

lapping suate ‘and fed

jurisdictions, and- divxsxons of powers between ad-

<
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from traditional rackets such as;gambling, narcotics and prostitution, and have-
§

Our control strategies will also have to bé tailored to take into account what I
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'.ministravtive, 'é‘rimlnal and civil agencies may not be optimum.. It has often been

pointed out that-consumer protection, for example, is the responsibility of a
large number of federsl and state agencies. Basically, however, I think that this
eclectic and functionally specialized approach is the right one, however cumber-
some it may occasionally seemi, Program frauds in the .area of Housing and
Urban Development are likely to be very different in kind from program frands
in the area of Health, Education and Welfare, It is likely thaf control strategies
will also have to differ accordingly, R . L
Similar distinctionsy need to be made with respect to the several different kinds
of misbehavior that we conventionally label “corrupticn”. One approach to the
probleia of corrupiion places great emphasis on promoting the general integrity
of politicians and public servants, and on halting some supposed decline in pub-
lie morality. A more realistic approach, I think, would be to recognize that “cor-
ruption” comes in at least three very different forms. First, there are corrupt
practives concerned with getting, or holding, public office. Second, there are cor-
rupt activities which spring from what are essentially commereial activitieg of
federal, state and loeal government~in the procurement of supplies, equipment

and services, and in, the letting of contracts for publie works. Third, thére is -

thé éorruption of law enforcement, Xt should be obvious that the improper activi-

fies involved in these three areas are very different; and we should not be misled

by the fact that we use the same general term for all three, into suppesing
that they must have something important in common, (They may, however, have
connections with other forms of white-collar crime: procurement and programn
frauds against goyernment agencies may well turn out to be very similar to fraud
and eu)lbezzlement in purchasing and contracting, departments in the private
sector.). : v .

« In summary, then, I-would urge that in thinking about the problem of white-
collar erime yve should he awaie of the great variety of forms that it can take;
and to look at each of those forms in the context.of the legitimate economie
and social activi({ies in which it occurs. - :

o ' PHI FEDERAL RESPONSE TO WHITE-COLLAR CRIME
. -If the pevspective for which I am arguing be accepted, what might it entail

= by way of federal action in the immediate future? The first priority, in my opin-

ion, is a great deal more by way of information about the problem than we now
possess. I moted earlier that nelther police statistics nor victimization suyvey
data {at least in their presenf form) ean throw much light on the extent
and consequences of white-collar erime, Indeed, we are probably never going
to get an accurate measuré of the amount of any particular kind of white-collax
crime; statistics based on investigations or prosecutions, like statistics of arvests
for street crime, are mainly measures of law enforcement activity and not of the
crime itself. I do mot think, however, that our lack of that kind of data matters
very much, What we really need'is g very different sort of information; that is,
detailed information about the nature and consequences, both immediate and
longer-term, of various kinds of white-collar illegality. The number of illegal acts
committed by businessmen is of no value, either foi theoretical explanation or for
social poliey-—in the latter case, hecause a single act (say, a price-fixing con-
spiracy) can have drastic effects on the community, through increased consumer
prices, driving competition out of business, and so on, Thege diffuse consequances
are part of what we need to understand. o -

In short, what we need is detailed research on crime as business, and not

merely stafistics, The best approach for this kind of research would be a series -
-of case studies—based on particular industries or industrial sectors. The prob-

lems of cifme and crime control encountered in cargo transportation or retailing,
for example, are likely to be very different from those encountered in fields such
as banking, insurance and consumer credit; these in turn will differ from crime
problems in thie ajreraft industry, or the ear indlistry. ‘ '

By taking major industries—or industrial sectors——geparately, we -eould at
leagt begin to understand the specific problems of crime and crime control in those
industries, and we could begin to build toward a more gengral theoiy and a more

- general strategy of control (if indéed there is one). We would be asking down-to-

earth, answerable questions suzh as: do el multinational or international com-~

‘panies in a particular irdustry (say, engineering and construction) go along

with paying bribes—or only some of them? How many companies in such an
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industry have a policy on bribes or improper commisisons-—and whut are these
policies? Ifi-as Sutherland found—<{some companies can accurately be described
a8 “rec1d1v1sts”, what kinds of companies-are those? Are they dominunt com-
panies in the industty, or are they struggling for survival on the fringe of it?
Are problems. of controlling pollution and the disposal of toxic waste in a par-
ticular industry special to partxculm manufacturing processes or planty? If so, .
what kinds?

- Thers has beén almost no good, solid empirical research of this kind oit white-
collar crime, There are, I think, severdl reasons for this, But one of the most
important is undoubtedly that the federal agency responsible for funding research
on erime—the Law Bnforcement;, Assistance Administration—has not placed any-
thing like enough’ emphasis on the subject. It would not betrue to say thai LIAA
has done nothing at all in this area; white-collar erime was a prograg priovity
of the National Institute of Law Enfomement and Oriminal Justice in 1976, and

. ‘other related topics have been announced as program priorities since then,-A

program Of research funded by LEAA is now being carried out at Tale, and there
are isolaféd projects elsewhere, But it is clear that white-collar crime now gets
a far smaller share of LEAA's budget—about five per cent, I belleve—than it
should get, in view of the seriousness of the problem.

I hope, thexefc?le, that when it is finally decided what sort of agency iy going
to replace LIVAA, the research arm of that agency will have as an explizit
puouty the fundivg of research in this area. There is a tendency for the
funding  of resezuch by federal agencies to get compartmentalized; projects
funded by the National Institute of Mental Health, for example, are supposed
to Ve “relevant” to mental health problems. I would hope that future research
on white-collar erime is not too marrowly focussed on crime, There may well
e socially harmful Lusiness practices which are not (yet) against the 'eriminal
law; and I would not want to have these excluded from research in the i’utule,
merely for that reason. In any case, even where an act is technieally a crime,
the law often provides ‘alternative ecivil remedies (injunctions and/or ecivil
damages, for instance, in the case of anti-trist). I know that there are offen
deep feelings of mJustlce when businessmen are able to escape imprisonment
tor what ave ein fact serioug social harms. Buf \\e need to face the fact that—
like it or not—the ¢riminal law may not alwayd be the best or most efficiput
instrument for controlhng corporate mishehavior. For the purpose of funding
future research in this avea, therefore, the net should bie able to be cast more
widely even if the funding agency is one that prunanly deals with criwe in the ;
strict sense of that term.

There dre, of course, other 1easons for the present limited amount of resem'ch
on- white-collar erime. ¥or cne thing, that kind of research is often diffieult to
do—no¥ }east because it is a lot harder to interview businessmen about thew
misbehayior’ than it is fo interview schoolchildren about theirs. ,

In ndchhon a8 I have alrveady mentioned, in order to undeistand cume 48
business, i i8 necessary to understand business; and it is unfmtunately true
that teachérs and researchers with special knowledge of crime and criminal
justi¢e tend to be unfamiliar with the business world. (On the other hand,
businessmen’ sand professors off business administration tend to know very-little
about patternis of eriminal behavior, theories of crime causation or techniques °
of crime control.) It may therefore be that this 18 an area in which mulii-
disciplinary research—involving students of business admmlstmtion, economists,
lawyers and criminologists—may be of use,

There is a further priority i this avea, though I have to admit that I do not
Lnow how it may best he achieved. The priority is the changing of attitudes
in the business comm%mty toward research.on business-related crime, We have
been speaking today sbout the broader social consequences of white-collar crime,
for the community—for instance, through higher prices, ervironmeéntal pollu-
tion, and so on; and of the §ocial polarization that comes from identifying -
“cnme” “vith street crime, and from the perceived injustice in the treatment -

- of white-collar offenders. But it needs tobe emphasized that ore vietim of

crime as buiiness is the businesg community itself. A recent Comtherce depart-
ment’ rep01t for instance, estimated that crime cost American husinesses about

-'$30 Dbillion in 1976, svith losses exceeding $0 billion in service industries alone,

Given that state of affairs, businesgjand industry ought to be in the forefront
of the\ war on business cnme_fundinsr xesearch on the problem, and opening
their @ o1s 10 those who. are trymg ao understand the contexts in which illegal
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activities arise, These hearings, which have helped to reveal thie magnitude of
the problem of white-collar crime, may help to bring about such a. change in

Pinally, there is a Congressionsl fuanction thatean'be very useful‘in providing
information on a varlety of kirnds of white-collar crime: namely, dati collection
through hearings in the course of legislative oversight of areas in which white-
collar crime is a problem, The hearings on the Watergate affair are of course a
g00d example on thiy; another example is the hearings held by the Senite Foreign
Relations committes’s subcommitiee on multinational corporations, which a
eouple of years ago revealed the problem of “improper” paymenty made overseas
by a large number of American companies, At the time of those hedrings, I con-
tacted the coungel to the subcommittee, and asked if some o0f the materials which
the subcommittee had obtained could be made available io me for “research
purposes ; I was informed that they could not, since the materials in question baid

beep;-obtained by subpoena. But of course many of those materials were subsé

quently published by the subcommittee; and they are extremely useful for ré- -

~.gearcli purposes, In fact, one of our doctoyal students is now engaged in researcls
in this area, and has made extensive use of the materials I.just referred to, In

sonie cages, in other words, a Congressional subpoena is a Iot more effective than
a researcher’s questionnaire, o ; T

In summary: I have argued that the preseat stote of public knowledge about
what I have called “erime ags business” is totally inadequate—in part because the:
main methods by which we try to meagure crime and assess its consequences—
police statistics like the Uniform Crime Reports and victimization survéys—are of .
little if any use when it comes to assessing white-collar crime. As a result, “crime -
ag business” is largely invisible, One result is that we continue to perpetuate a
picture of “crime” ds consisting largely if not entirely of acts committed by the
poor-—excluding the fraud; the corruption, the price-fixing, the pollution of the
environment and other kinds of organized illegal behavior by busihessmen,

As a first step toward remedy that situation, and toward devising effective

strategles of control, much more detailed information about erime in the business

community is urgently needed. I have argued that that information can best be
collected by concentrating on particular industries or groups of industries—pro-
ceeding on.a case-by-case basig te-andeistdnd the situations which give rise to il-

" legal behavior by businessmer;’and examining the available remedies in the light

of specific problems. The tire for rhetoric about white-collar crime has long since
ended ; what is needed now is specific information, which can serve as a basis for
informeQ ,fpgd effective action, )

Mr. Cényzrs. Professor Sparks, on behalf of the subcommittee we
welcome you before us and would invite you to proceed in your own
way. .

TESTIMONY OF RICHARD SPARKS, PROFESSOR, SCHOOL Uit CRIM-
INAL JUSTICE, RUTGERS UNIVERSITY

Mr. Seares. Thank you very much, Mr. Chairman, Chairman Ro-
dino, Mr. G\lldger, Ms, Holtzman. ‘ :

I think many people are going to welcome the decision of this sub-
commzittes toscome here to Newark today and hold this hearing out-
s’ide({Washingt\&g. I think it is especially appropriate that today’s
hearings should ™t
Newark illustratesis 1911;4/ » problems of white-collar crime that we
have been asked to disciss tod‘y‘. i ’

Even if we go back to before the riots of 1967, as we all know,
Newark had’an image as & crime-ridden city, as a dangerous place
to live, The President’s Commission in 1967 published statistics that
showed that Newark had the worst crime problem in the country.

Mr. Conymrs. Was it true ?:

" Mr. Sears. Well, in fact, there is some reason to tiink that the

uniform crime report statistics actually exaggerated the problem

'

\be here in. Newark because the recent history of ~
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