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PREFACE

This document is the Executive Summary of the national evaluation

of the Law Enforcement Assistance Administration's Criminal Conspira-

cies Major White Collar Crime Program. The national evaluation is

published in three volumes:

Volume I - Executive Summary
Volume 1II - Final Report
Volume III - Evaluation Design Support Document

The national evaluation was supported by a grant from the
National Institute of Justice. The primary goal of the evaluation was
to identify and describe the significant factors affecting the opera-
tion and success of agencies having a major white collar crime focus.
Five major white collar crime projects were selected for an intensive
process and impact evaluation.

This evaluation document includes an overview of the Law Enforce-
ment Assistance Administration (LEAA) Major White Collar Crime Program
and the national evaluation; a summary of the five projects selected
for intensive evaluation (projects located in New Jersey, Massachu-
setts, Delaware, Florida, and Alabama); interjurisdictional compari-
sons among the five sites; and evaluation recommendations.

This evaluation report is directed to criminal justice practi-
tioners and to the criminal justice research community. It is hoped
that a foundation has been provided for further testing and implemen-
tation of white collar crime projects. The national evaluation was

conducted by the Institute for Intergovernmental Research (IIR).




ACKNOWLEDGEMENTS

The Institute for Intergovernmental Research (IIR) is indebted to
a large number of people for their assistance during this national

evaluation effort. Of primary importance to the achievement of basic

evaluation goals and objectives was the active support and cooperation
of Harry M. Bratt, Acting Director, National Institute of Justice, and
the program managers at the National Institute of Justice:

Richard Laymon and Walter P. Travers, Office of Program
Evaluation, who served consecutively as evaluation

grant managers; and

Paul E. Lineberry and Harold R. Holzman, Ph.D. (for-
merly of the Institute);

and the Law Enforcement Assistance Administration, Criminal Conspira-

cies Division:

J. A. Marshall, Major White Collar Crime Program
Manager;

James 0. Golden, Director;
Stephen B. Cooley, former Assistant Director; and

Richard H, Ward, III, Law Enforcement Specialist,.

*

IIR also received complete cooperation and assistance from the leader-

ship of each of the individual projects, and the sponsoring agency

representatives and their staffs:

Edwin H. Stier; Director, Division of Criminal
Justice, New Jersey

Stephen R. Delinsky, Chief, Criminal Bureau, Department
of Attorney General, Massachusetts

vi

o

sty

15

Joseph J. Farnan, Jr., Chief Deputy Attorney General,
Department of Justice, Delaware

Walter W. Wood, Project Attorney, Securities Fraud
Unit, Department of Banking & Finance, Florida

Thomas L. Krebs, Director, Alabama Securities Commis-

sion

IIR was responsible for overall evaluation management. Primary
ITR personnel assigned to the project included:

William L. Reed, Project Director

Emory B. Williams, Site Evaluation Activities Team Leader

E. Bruce Buckley, Site Data Collection Supervisor

Other IIR personnel who assisted in this effort were William A.
Dunne, Howard H. Schleich, Janice K. Sebrell, Donna B. Hodges. (who
performed word processing functions related to report development),
and Brian Williams (Technical Report Editor).

Harris K. Goldstein, D,S.W., Professor of Research at Florida
State Univefsity, was responsible for direction of the data analysis
team which performed data entry, processing, statistical analysis, and
Kitty Convertino assisted IIR in extended

data presentation tasks.

data analysis tasks.

Assistance was also provided by Robert G. Bowers of the Univer-
sity City Science Center in initial site visits and data collection
instrument development tasks and Andrea G. Lange of the University
City Science Center in initial site visits.

There were, of course, many other individuals too numerous to

mention who were involved in the evaluation effort over the last two

years, without whose help this report would not have been complete.

vii




™

CHAPTER I, PROGRAM AND EVALUATION OVERVIEW

A. MAJOR WHITE COLLAR CRIME PROGRAM

In 1974, the U. S. Chamber of Commerce estimated that the eco-
nomic cost of white collar crime in the United States was at least 40
billion dollars annually. 1In 1978, the U. S. House of Representa-
tives' Subcommittee on Crime estimated that white collar crimes may in
fact cost ten times the total amount of all crimes against property.
Further, the social consequences of these economic crimes may be even
more damaging than the monetary costs,

The 1970's were characterized by a change of general attitude
toward white collar crime from public indifference to public concern.
In the 1970's, progress was made in improving and enhancing white
collar. crime enforcement capabilities. Much of this enforcement
progress, as well as the research and technical assistance underlying
this progress, can be directly attributed to the substantial support
provided by the Law Enforcement Assistance Administration (LEAA).

Created by the Omnibus Crime Control and Safe Streets Act of
1968, LEAA is charged with assisting state and local governments in
preventing and reducing crime and in improving the performance of the
criminal justice system. By the early 1970's, LEAA had assumed an
important role in sponsoring white collar crime research and technical
assistance support for state and local law enforcemen: units. Addi-
tionally, LEAA provided direct funding to state and local prosecutive/
investigative agencies to support their development of white collar

crime enforcement capabilities, By the fall of 1974, the emerging

1 . Subcommittee  on Crime of the Committee on. the

Judiciary, House of Representatives. White Collar Crime: The Prob-
lem and the Federal Response., 95th Congress, 2nd Session, June 1978,

p.28.

‘
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LEAA Criminal Conspiracies Major White Collar Crime Program was dis-
cernible as a separate component of the LEAA Organized Crime Program.
The thrust of the program (component) was to foster the initial devel~
opment of white collar crime enforcement units having the capability
to investigate and prosecute complex, sophisticated large scale frauds
and their perpetrators.

From September 1974 to October 1978, eight somewhat divergent
projects were funded under the program. Because of the lack of major
white collar crime enforcement experience available in the criminal
justice community during this period of time, these projects varied
widely in terms of:

o basic legal authority and jurisdiction

o governmental level of sponsoring agency

0 organizational placement and degree of autonomy

o leadership and staffing

o degree of dependence wupon other agencies and

resources for fundamental investigative and prose-

cutive functions
The projects, while maintaining major white collar crime emphasis,
aiso varied in terms of thrust. Some developed a general enforcement
orientation, while others developed a more specific focus on particu~
lar offenses and offenders,

'These initial years can be viewed as a period in which a moderate
degree of latitude was given in the selection and funding of projects
without any undue operational constraints on their development, direc—
tion, or focus. Yet, these early projects appear to have developed
strategies and targets in much the same manner as projects funded

after 1978,

-2
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In October 1978, the major white collar crime program component
was removed from the organized crime program, given separate program
identity, and established as an initiative of the LEAA Office of
Criminal Justice Programs.2 There were substantial differences
between the 1978 program and the efforts of 1974-78. Significant
among these was the obvious shift from supporting the basic develop=-
ment of white collar crime enforcement units and initial staff acqui-
sition to an exclusive focus on specific invéstigations which presumed
the existence of an enforcement capability generally non-existent at
the time of initial project funding during the 1974-78 period. The
rationale for this change was to prevent the projects' resources,
strategies, and thrust from becoming diluted, dispersed, and degraded
in response to a wide range and excessive volume of investigative
matters and complaints experienced by some of the earlier projects
which had undertaken broad gauged enforcement efforts. In addition,
as white collar crime enforcement knowledge, experience, and capabili-
ties increased, the perception of what constitutes "major" offenses
was revised upward at both the program and project levels,

The 10 projects funded by LEAA under the major white collar crime
program since 1974 and considered candidates for intensive evaluation

are listed in Exhibit 1 in the order in which they were funded.

2Decision Memorandum to Implement the Enforcement Division's
Major White Collar Crime Program, October 1978 (James O. Golden, et al
to James H. Gregg).
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EXHIBIT 1

LEAA CRIMINAL CONSPIRACIES MAJOR WHITE COLLAR CRIME PROJECTS

FLORIDA SECURITIES FRAUD IDENTIFICATION AND ENFORCEMENT PROJECT

Securities Fraud Section

Office of the Comptroller
Tallahassee, Florida

Grant #75-DF-04-0007 $ 99,000
76-DF-04-0016 600,797
78~-DF-AX-0110 271,086

Period 09/01/74 to 01/31/76

02/01/76 to 07/04/78
07/05/78 to 07/04/79

PHOENIX WHITE COLLAR CRIME INTELLIGENCE PROJECT

Phoenix Organized Crime Intelligence Unit

Phoenix Police Department
Phoenix, Arizona

Grant #76-DF-09~0026 $277,706
77-DF-09-0028 198,200
MASSACHUSETTS ORGANIZED CRIME PROJECT

Office of the Attorney General
Boston, Massachusetts

Grant #76-DF-01-0019 $394,795
78-DF-AX~0104 213,900

Period 07/01/76 to 08/03/77

08/04/77 to 03/03/79

Period 07/15/76 to 06/30/78

07/01/78 to 12/31/79

NEW JERSEY WHITE COLLAR CRIME/TOXIC WASTE PROJECT

Economic Crime Unit

Division of Criminal Justice
Department’ of Law and Public Safety
Princeton, New Jersey

Grant #76-DF-02-0022 $375,000
78-DF-AX-0097 449,970
79-DF-AX-0078 199,995

—4=

Period 10/01/76 to 06/30/78

07/01/78 to 06/30/79
07/01/79 to 11/18/80
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TEXAS WHITE COLLAR CRIME PROJECT

Office of the Attormey General
Austin, Texas

Grant #77-DF-06-0002 §211,275 Period 11/01/76 to
78-DF~AX~0075 155,000 05/01/78 to

SAN FRANCISCO CORRUPTION CONTROL/SPECIAL PROSECUTIONS PROJECT

Office of the District Attorney
San Francisco, California

$325,032 Period 04/15/77 to

Grant #77-DF-09-0018
o 07/09/79 to

79-DF-AX~0090 293,608

04/30/78
08/31/79

08/14/79
01/08/81

ALABAMA SECURITIES FRAUD DETECTION, IDENTIFICATION, & ENFORCEMENT PROJECT

Alabama Securities Commission
Montgomery, Alabama

Grant #77-DF-04-0011 $200,000
77-DF-04-0011 (S-1) 80,593

DELAWARE WHITE COLLAR CRIME PROJECT

Office of the Attormey General
Wilmington, Delaware

Grant #78-HC-AX-0011 $350,496
80-CJ-AX-0044 200,000

MASSACHUSETTS PROCUREMENT ANTI-FRAUD PROJECT

Special Commission Concerning State and County Buildings
Boston, Massachusetts :

Grant #79-DF-AX-0039 $209,507

period 07/01/77 to 03/31/79
04/01/79 to 12/31/79

Period 08/01/77 to 04/30/80
05/01/80 to 10/31/81

Period 03/01/79 to 06/30/80

MARION COUNTY, INDIANA, WHITE COLLAR CRIME/ORGANIZED CRIME PROJECT

Office of the Prosecutor
Indianapolis; Indiana

Grant = #79-DF-AX-0111 $ 66,344
#80-CJI-AX-0041 $100, 000
—5-

Period 08/01/79 to 04/30/80
05/01/80 to 04/30/81

N
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B. THE NATIONAL EVALUATION

In September 1979, the National Institute for Law Enforcement and
Criminal Justice (subsequently reorganized and designated the National
Institute of Justiée) awarded the major white collar crime program
evaluation project to the Institute for Intergovernmental: Research
(IIR) to determine the operational impact of the program and, to the

extent possible, the causes for variation in that impact.

1. Evaluation Research Design

The purpose of IIR's evaluation was to conduct both 'a process and
impact evaluation of those projects selected for intensive evaluation.
The IIR evaluation research design incorporated bofh the organiza-
tional and programmatic diversities existing at the project level, as
well as the diversities in project environments within which the
program's K intervention occurred. Following a round of initial site
visits to each of the ten white collar crime projects, a series of
research questions was developed. These research questions, which are
listed below, were developed based upon extensive on-~site interviews
with project personnel, interviews with LEAA program managers, and
intensive examinations of program documentation and project documents
at each site.

o. How did pre-existing environmental conditions - in-
fluence project implementation and effectiveness?

o How do the identified types of white collar crime
influence project implementation and effectiveness?

o How does legal authority influence project implemen-
tation and effectiveness?

0o How does resource availability influence project
implementation and effectiveness?




~
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o How does an overall enforcement strategy influence
project implementation and effectiveness?

o How do prioritizations of enforcement effort influ-
ence project implementation  and effectiveness?

o How does planning for specific investigations and
prosecutions dinfluence project implementation and
effectiveness?

o How do cooperative, multijurisdictional working
arrangements between criminal justice and regulatory
agencies influence project implementation and
effectiveness?

o How does the application of intelligence techniques
and intelligence/offense information influence pro-
ject implementation and effectiveness?
o Cost effectiveness: What dollar costs can be asso-
ciated with project impacts in terms of the arrest
and conviction of offenders?
These research questions were specifically designed to incorpo-

rate evaluation objectives contained in the National Institute's

Solicitation and to provide a sufficiently flexible framework for the

evaluation effort, recognizing the common operational characteristics
as well as the common problems associated with program implementation
at each project site, without adversely affecting eithef the conduct
of the evaluation or the quality of the research findings.

Also 1in response to the evaluation objectives, six evaluation
research activities were specifically designed. These activities,
which were carried out in the course of IIR's evaluation effort, are
listed below:

o Conduct a process evaluation of each project that |
focuses wupon the issues of priority setting and

strategy development.

o Conduct a process evaluation of the collection,
analysis, and use of intelligence information and
analyze the dimpact of intelligence information on
the investigative and prosecutive processes of each

project.
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0 Describe the strengths and limitations of the legal
authorities of the participating agencies and
analyze their respective impacts upon each project's
investigative and prosecutorial processes.

0 Describe the relationship between the participating
criminal justice agencies and regulatory agencies
and  analyze the impact of these relationships upon
the ability of the project to carry out its mission.

0 Identify other factors which have a significant
impact upon the operations of each project.

0 Review the cost effectiveness of the projects in

terms of the arrest and conviction of white collar
crime offenders.

2. Methodology

Site Selection

The evaluation's data collection process took place over a thir-
teen month period from the end of 1979 to the end of 1980. Following
the initial round of visits to all ten sites, IIR submitted a feport

entitled Site Assessment Summaries to the National Institute of Jus-

tice and LEAA. Based on the contents of the IIR report, the National
Institute of Justice, after consultation with the LEAA program man=-
agers, selected the following five major white collar crime projects
for intensive evaluation:

o New Jersey White Collar Crime/Toxic Waste Project

o Massachusetts Organized Crime Project

0 Delaware White Collar Crime Project

o Florida Securities Fraud Identification and Enforce—
ment Project

o Alabama Securities Fraud Detection, Identification,
and Enforcement Project
The second phase of data collection and site visits took place during

the second half of 1980.
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Data Sources The evaluation team conducted on-site interviews with project

- Exhibit 2 depicts the general categories of information collected personnel, host agency persounnel, and representatives from external

B i A b, S

during the course of the evaluaticn. While various sources were used agencies participating in project activities. Interviews were appro-

priately tailored to the characteristics of each project.

*
i TR

at each site for information collection, the primary sources were
{ - ; o . —

project personnel, program documentation, and the individual investi- ' In addition to the investigative case files, the evaluation team
gative case files. examined prosecution logs, intelligence information files (as appro-

priate), special reports, assessments, and administrative documenta-

tion pertaining to project development and operational activities, as

well as multijurisdictional relationships/agreements, staff acquisi-

EXHIBIT 2 » 5 tion, training programs, periodic reports, and legal opinions.
CATEGORIES OF INFORMATION COLLECTED ' Method of Data Collection

Categories Qualitative Quantitative A variety of data collection instruments was developed to capture
Project host agency jurisdiction essential information at each project site, One set of instruments
and ‘authority X was specifically designed to guide evaluation team interviews of key
Project structure X i project personnel. This set consisted of a prepared list of over 100
Project case screening procedures X L\ questions pertaining to the ten research questions and a separate list
PIOSECUtibn procedures X § of logical interviewees for each specific question. At least tws
Grant and budget data X 3/ interviewees were deemed necessary for a response to each question in

Personnel information X £ order to improve the reliability of the information gathered.
Case referrals X ‘ ‘ Three other data collection instruments were designed to capture
Case activity, including closings X ' ;f information relevant to variables such as funding, organizational
Case status information X : structure and staffing, administrative data, and case activity data

Case dispositions X for each grant period:
Criminal and civil penalties or sanctions X WCC Project Grant Summary:  focused on project staffing and
funding.

. WCC Project Overview: focused on the project's legal authority,

- . geographical jurisdiction, organizational structure, screening pro-
‘ ’ cesses, and criminal prosecution of cases.
-

-10=




WCC Project Case Activity Counts: focused on sources of project

cases, case openings and closures, case dispositions, and adjudicative
data.

An additional data collection instrument, a case information
worksheet, was designed to collect quantitative data at several poilnts
in the processing of white collar crime cases. Exhibit 3 indicates
the data collection points and the related case processing stages.

Although some of the projects were in various stages of develop-
ing automated data systems, none had an automated case information
system which could be used in evaluation data collection. Thus, all
case data were collected manually. One evaluation team member super-
vised data collection activities on and off site, Any discrepancies
between and among data sources were brought to the attention of site
agency personnel and rectified, Limited interpretation of source data
was sometimes necesgsary. In these instances, a policy decision was
made and data collectors were informed: for example, suspended
sentences were categorized as probation for data collection purposes.
The evaluation team made a conscious decision to examine every white
collar crime case file at each project site to maximize the collection
of a rich and potentially productive base of technical information and

quantitative data.

-11-
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EXHIBIT 3

CASE PROCESSING STAGES/DATA COLLECTION POINTS

Case Screening

Case Processing: Source Intake and Selection Investigation Prosecution Penalty
Date Date
Referral
Criminal Dispositions Sentences
Charges
Data Collection: Sources Cases/ Civdl Civil Penalties
Complaints Actions 0r Sanctions
Dismissal

S
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Method of Data Analysis

Descriptive, narrative information was analyzed to focus upon the
differences between planned and actual operétions. Where available,
base line data and pre-project measures were utilized in this analy-
sis.

Data provided by the technical data collection instruments were
tabulated into categories for each variable and cross tabulated for
each variable by each site. Frequency counts and percents of cases
(and where appropriate of individuals and organizations) were com-
puted. Using these statistics, three kinds. of analyses were made:

o Comparisons among categories of each variable within
a site

o Comparisons among categories of each variable across
sites (site by site comparison)

o Comparisons of the frequency and proportion of total
cases studied that were dealt with at various stages
in the 1legal and judicial process across sites
(interjurisdictional comparisons)

These analyses show the relationships among project inputs,
activities, and results, and between project descriptive data and
technical data. Where necessary, alternative explanations of results
were considered, along with rival causes and possible external
influences,

What occurred at each site was considered unique and unlikely to
be repeated .at another place or another time. This led to the deci~
sion that the various sites could not be considered samples from a
particular population or wuniverse. Thus, no tests of statistical

significance have been made of differences found. Instead, in the

interests of conservatism, only major differences were reported and
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commented on. In addition, the collection of data in all 1,068 pro-
ject cases is also considered to add to the reliability and validity
of conclusions,

The information obtained by the above methods provided a basis
for determining the relative effect of activities at each site on
cases, individuals, and organizations. This in turn led to judgments
of relative effectiveness. The study of effectiveness is, therefore,

based on a content analysis rather than on a statistical analysis,
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CHAPTER II. SUMMARY OF PROJECTS SELECTED FOR INTENSIVE EVALUATION

A, INTRODUCTION

All five of the projects selected for intensive evaluation were
disparate in the manner in which each organized and implemented the
major white collar crime program. This in part can be attributed to
divergent and unique circumstances which led to the initiation of the
individual projects,

Two projects (Florida and Delaware) initially experienced serious
problems in program implementation; however, through reorganization
and reorientation, and with the assistance and support of the LEAA
program managers, these projects were able to establish productive
enforcementkcapabilities.

Dominant influences on project development stemmed from the legal
authority, jurisdictional scope, and enforcement capabilities of the
project sponsor. A major influence on project implementation resulted
from the extent to which each project was prioritized and incorporated
into ‘the regular structure of the sponsoring agency. Other major
influences on the projects were multiagency cooperation, interagency
agreements, and the extent of prior criminal comspiracy investigative/
prosecutive experience of the project staff, Multiagency cooperation
most often existed in the detection and/or investigative stages and
served as a mechanism for referral of cases to the project or project
cases to other agencies for appropriate action., No instances were
found wherein case management responsibilities were shared and there
were  few instances of sharing even on an individual case basis.

Multiagency coordination, - therefore, did not extend project authority

-]15~
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per se; rather it ensured the coordination Qf enforcement efforts,
expanded the scope of project cases, and expanded investigative capa-
bilities available to the project.

The degree of formality of interagency agreements and the extent
of prior experience of the project staff in investigating and prose-
cuting criminal conspiracies were major factors influencing successful
project implementation and project outcomes.

For purposes of reader clarification, thé term 'project report"
is used in lieu of the evaluation term '"case study" when describing
the individual projects because of the common, frequent, and narrower
usage of the word '"case'" throughout the national evaluation documen-
tation to describe project investigative/prosecutive endeavors. The

five project reports are summarized below.

B. NEW JERSEY

1. Pre-existing Conditions

During the mid to late 1960's a series of New Jersey legislative
initiatives identified the need to develop effective statewide en-
forcement capabilities to combat organized crime and corruption within
the state. As a result of these initiatives, a series of major crimi-
nal justice reforms occurred in New Jersey in the late 60's and early
70's, including the creétion of the Division of Criminal Justice as a
state level investigative and prosecutive agency under the Attorney
General,

Following the implementation of the statewide grand jury system
in 1971, the Division of Criminal Justice comﬁenced stafe level inves-
tigation and prosecution of organized crime and corruption cages, The

division's assistance was also sought to prosecute criminal violations
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detected by state regulatory agencies which had been solely dependent
upon the willingness of local prosecutors to prosecute their cases.

Once the prosecution of regulatory cases began, it became appar=
ent that many of the referred cases suggested a wide range of complex
fraudulent schemes beyond those violations initially detected. Fur-
ther, many of the referrals were found investigatively deficient. In
response to these findings,ktwo attorneys and three investigators were
assigned by the division to process regulatory agency cases; however,
it was soon realized that the five-man unit could not handle the
increasing volume of regulatory case referrals. The division further
recognized that the complexity of cases also required a staff skilled
in investigative accounting, financial ~nd business systems and prac-
tices, and knowledgeable in the statutory laws and authorities gov-
erning major white collar crime conspiracies.

2, Grant Overview

Based upon these resource needs, thé division applied to LEAA for
major white collar crime discretiomary funding in 1976. The project
was federally funded for a period of fifty months, October 1, 1976 to
November 18, 1980, in the total ‘amount of §$1,024,965. Three LEAA
grants were awarded: the first to create a major white collar crime
enforcement capability; the second to continue major white collar
crime enforcement efforts and also to provide an enforcement focus on
toxic waste investigations; and the third to continue the toxic waste
enforcement effort.

3. Legal Authority

Initiation of the New Jersey project was'pfimarily influenced by

the statewide prosecutive authority of the Attorney General which was
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further strengthened by the Criminal Justice Act of 1970 which created
the Division of Crimiﬁal Justice as a division of the Attorney
General's Office,

The 1970 Act provided that all functions, powers, and duties of
the Attorney General, as the chief law enforcement officer of the
state, would be exercised through the division. Included in the broad
powers granted to the Attorney General was the authority to supervise
the twenty-one county prosecutors of the state who, like the Attorney
General, are appointed by the Governor.

The division's authority and that of the Attorney General was
further strengthened by the subsequent passage in 1971 of a statewide
grand jury statute, the first state statute of its kiAd in the United
States, which authorized the Attorney General or the director of the
division to convene statewide grand juries and te initiate or inter—
vene in local prosecutions when the interest of the state so required.

The Attorney General's authority, however, extends beyond that of
the Division of Criminal Justice since the Attorney General also had
direct responsibility, inter alia, for the Department of Law and
Public Safety, including the New Jersey State Police, the Division of
Consumer Affairs, the State Medical Examiner, the Division of Gaming,

and the Division of Law which represents the state and its agencies in

all civil matters,

4, Institutionalization

The New Jersey project's enforcement capability, initially cre-
ated with LEAA funding, has been fully institutionalized in the

Economic Crime Section of the Division of Criminal Justice.
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5. Project Organization, Structure, and Staffing : 6, Project Operations

The project was managed by the director and deputy director of New Jersey's 613 project cases were more than the combined total

the division. The chief of the Economic Crime Section was delegated . of the other four projects selected for intensive evaluation and

responsibility for the day-to-day management of all project investiga- ‘ ; involved the type activity listed below:

tions and case activities. Considerable latitude is granted to the ‘ o General Frauds - Relating to banking, insurance,
- ’ industry related <crimes, and other <vioclations

sections in the management of their assigned responsibilities. ! detected by the various regulatory agencies, boards,

and commissions of the state.

'The division was reorganized in 1978 and again in 1980, after

‘ o Employment security - Relating primarily to frauds
. . . : : ' : i lving unemployment compensation together with
X vast growth in case volume and professional staffing. invo ! :
experiencing & P : other violations of the New Jersey labor and indus-
. . . qs g try laws.
The 1980 organizational structure is shown in Exhibit 4, ‘ ! y
| o Toxic Waste -~ Relating to violations pertaining to

the storage and/or disposal of hazardous wastes.

EXHIBIT 4 7. Project Outcomes

New Jersey Project Organlzatlonal Structure At the time of data collection, approximately one-fourth of the

project's cases were still pending disposition. Of those cases re-
Division of

Criminal Justi ferred for criminal prosecution, eleven cases resulted in sentences of
rimina ustice)
i
T incarceration for twelve individuals, thirty-six cases resulted in
[ 1 I 1
Investigations State Administrative Operations : sentences - of probation or suspended sentences for fifty-four indivi-
Bureau ~ Grand Jur Section Bureau ; ; . . . . . . Lo
b Y i duals, thirty-five cases resulted in fines against thirty-five indivi-
| duals and fourteen organizations totalling $394,500, and twenty cases
Antitrust ria ! . . . . . P
Section SZciiin - resulted in court ordered restitution against nineteen individuals and
g nine organizations in the amount of $380,180. There were two cases
Health : involving voluntary restitution by six individuals amounting to
S , General Appellate :
_— ervices . { .o g . . . :
Section | Fraud Section L $17,568. Civil penalties and sanctions occurred. in nine instances
. ! ' against individuals and in seven instances against organizations. . .
i . Prosecutors 3 ' -
Economic Toxic - i
- Crime Supervisory 3
. Waste E &
Section Section g .
; ducational & il .
. Spec1a% : Employment Educa i 4 :
— Prosecutions —— . Legislative &
. Security . . 1
Section [Services Sectdod "
.
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C. MASSACHUSETTS

1. Pre-existing Conditions

The Massachusetts project selected for intensive evaluation

resulted primarily from the Attorney. General's personal commitment to
enhance the effectiveness of state-level prosecutive and investigative

capabilities directed against organized criminal conspiracies, rather

than as a result of any particular incidence of crime. 1In the pro-

ject, organized crime control was interpreted broadly to include all

criminal conspiracies and public corruption and was not limited to
traditional activities of organized crime family members and associ-~

ates, Within this broader interpretation, arson for profit emerged as

the primary project ' enforcement  target during the 1976-79 grant

period. As arson. for profit is a priority enforcement area of the
LEAA Major White Collar Crime Program, the project was transferred

from LEAA's organized crime program monitoring to the Major White
Collar Crime Program.

In 1970, the Office of the Attorney General consisted of a fairly
small, primarily appellate staff and organized crime control activi-
ties were. designed to' support local prosecutors and investigative

agencies. In the intervening years the office grew to 150 attorneys,

thirty of whom were assigned to the Criminal Bureau.

During the 1970's, the Attorney General's Office underwent impor-
tant organizational changes and restructuring. Consequently, the
organized crime enforcement/prosecutive function was assigned to

various organizational entities within the Attorney General's Office.

Currently, the function is assigned to the Criminal Bureau. The
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initial emphasis on organized crime support services and the subse-
quent transition to an operational capability has been the primary
overall accomplishment of the project. Project resources were util-
ized to support prosecutions in areas of criminal activity that had
not been previously prosecuted in the state, with an emphasis on
setting precedents for similar operations at the local prosecutive
levels.

The project was comprised of four primary components: investiga-
tion, prosecution, intelligence, and technical assistance. The intel~
ligence component was primarily designed to enhénce existing capabili-
ties.

2, Grant Overview

The Massachusetts project was federally funded for approximately
forty-two months, July 15, 1976 to December 31, 1979, in the total
amount of $608,695 for the purpose of supporting an organized crime
section within the Office of the Attorney General.

3. Legal Authority

By reason of the Massachusetts Attorney General's broad statewide
enforcement authority, action can be undertaken in situations where
other agencies might lack necessary legal authority, jurisdiction, or
resources; or where other agencies might fail to take appropriate
action on suspected illegal activities., The Attorney General's author-
ity also facilitates coordinating and marshaling other state-level
resources and capabilities,

The Attorney General also has the authority to initiate or super-

sede local prosecutions and seek indictments in any county of the
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state. By established policy, however, the Attorney General's super=-
session authority in local prosecutions is rarely used. By policy,
the Attorney Gemeral's prosecutive/investigative role differs sub-
stantially from‘local district attorneys. Whereas the thrust of the
Attorney General's prosecutions are selective and investigatively
based, local district attorneys are primarily reactive to traditional
criminal cases generated by police agencies,

4, Institutionalization

After the grant's expiration in December 1979, state funds were
appropriated to continue project personnel positions and. to provide
witness protection and limited’investigative funds. Even though the
state legislature did not appropriate funds to provide overtime pay
for the state police, state 'police investigators continued to be
assigned to the project.

5. Project Organization, Structure, and Staffing

The Massachusetts project was organizationally placed in the
Criminal Bureau of the Attorney General's Office with the Bureau Chief
responsible for project management, project personnel, and administra-
tive/ investigative decision making during most of the funding period.
In late 1979, an assistant attorney general was designated chief of
criminal investigations, including management 6versight of the tradi-
tional functions and: activities of the State Police Unit which was
incorporated as an integral element of the project, A state police
sergeant exercises day-~to-day supervision of wunit investigators.
Exhibit 5 . displays the organizational structure of the Attorney

General's Office which encompassed the project.
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EXHIBIT 5

Massachusetts Project Organizational Structure

Attorney
General

1

:

-

Civil
Bureau

Government

Bureau

Criminal
Bureau

Public
Proterntion

Bureau

Trial
Division

Appellate
Division

Division of
Employment

Securit

>4

Medicai

Fraud Control

Unit

d

Organized

Crime

Division

1

State
Polic
Unit

e

|

Investigative
Section

Analysis
Section

Technical
Assistance
Section

Adninistrative
Section

—24—

e R



6. Project Operations
An analysis of the project's 177 cases indicated that twenty-one

different categories of cases were opened. The major types of project

cases are listed below:

o Arson

o Tax Violations

o Extortion

o Narcotics

o Larceny

o Bribery

o Fraud

o Gaming

7. Project Outcomes

At the time of data collection, nearly half of Massachusetts'
project cases were still pending disposition and less than one out of
ten had resulted in civil penalty or sanction. Of those cases re-
ferred for criminal prosecution, eight cases resulted in sentences of
incarceration for twenty-one individuals, twenty-two cases resulted in
sentences of probation or suspended sentences for sixty-three indivi-
duals, twenty-six cases resulted in fines against thirty-four indivi-
duals totalling $154,150, and four casbs resulted in court ordered
One

restitution against twenty individuals amounting to $469,000,

case resulted in voluntary restitution of $2,000.
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D. DELAWARE

1. Pre-existing Conditions

The Delaware project was specifically established in 1977 to
support an -ongoing investigation by a former Attorney General into a
company providing janitorial supplies to the now defunct Wilmington
Board of Educatiomn.

In 1976, the Wilmington Bureau of Police initiated an investiga-
tion into allegations of corruption and bribery in the company's
dealings with' the Board of Education. The investigation did not
substantially progress until May 26, 1977, at which time search war-
rants were served upon the supplier company. Shortly thereafter the
Attorney General assumed management control of the investigation.

Based upon the progress of the investigation at the time of the
federal funding request, the Attorney General preliminarily determined
that the case involved a wide range of criminal violations including
theft, fofgery, bribery, tax violations, falsification of business
records, and official misconduct.

In the applicgtion for LEAA funding, the then Attorney General
stated that the State of Delaware did not have an existing white
collar crime or corruption enforcement capability; however, the focus
of the initial request was clearly to support the ongoing investiga-
tion. In the first phase of the project, the Delaware Department of
Justice support of the project involved continuing the assignment of

two deputy attorneys general and the state and local investigators
aiready assigned and involved in conducting the investigation., Con-

siderable emphasis was given to covert investigative techniques which
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were believed necessary if the ongoing and future corruption investi-
gations were to be successful. However, due £o a variety of serious
personnel, administrative, operational, and management problems, the
project had almost ceased to function by the fall of 1978; this led to
termination of the dinitial grant by LEAA. In addition, large case
backlogs were accumulated during the first year of the project. These
problems, which plagued the project from its inception, contributed to
the defeat of the incumbent Attorney General in the November 1978
state election.

The newly elected Attorney General assumed office in January
1979, and shortly thereafter determined that most of the earlier
project problems could be overcome through reorganization, reorienta-
tion, and the establishment of new policies governing project activi-
ties. The project was reorganized and for the first time incorporated
into  the regular organizational and management structure of the
Department of Justice. The prior dominant emphasis on confidential,
undercover investigative techniques was abandoned. Senior depart-
mental officials and local law enforcement officials were formally
involved in project casework, and experienced managers were selected
to direct the prosecutive and investigative activities of the project.
The majority of the prior personnel, administrative, operational, and
management problems were quickly eliminated and the LEAA program
managers approved continuation of the first grant to support the
project as reorganized and reconstituted.

2. Grant Overview

The Delaware project was federally funded for a fifty-one month

period, August 1, 1977 to October 31, 1981, in the total amount of
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$550,496 for the purpose of establishing and operating the Delaware
White Collar Crime and Official Corruption Unit.

3. Legal Authority

Unique to the Delaware project is the Attorney General's exclu-
sive, broad criminal»and civil enforcement authority at both the local
and state prosecutive levels. Theraz is no prosecutive authority in
the state other than the Attorney General.

4, Institutionalization

Considerable institutionalization of the major white collar crime
enforcement capability, under state funding, was accomplished by the
current Attorney General during the first grant period, as extended.
By the conclusion of funding in October 1981, state funding will be
gative support furnished under the major white collar crime grant.

5. Project Organization, Structure, and Staffing

Following the 1979 reorganization, the Delaware project was
placed within the Extradition and Special Investigation Section of the
Administrative Division of the Department of Justice, under the direct
supervision of the chief deputy attorney general. Organized crime, as
well as white collar crime and corruption investigations, were
assigned to the special investigation section. Project cases are
assigned to either the c¢ivil or criminal division for litigation.
Management of project staff and project investigations is the respon-
sibility of the director of investigations. The department's organi-

zational structure is shown in Exhibit 6.
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EXHIBIT 6

Delaware Project Organizational Structure

Attorney
General

Chief Deputy
Attorney General

[ .
Civil Administrative Criminal
Division Division - Division

Extradition & Fiscal,
Personnel,

Special :

] n

Investigation and Plénnl g
Section Section

6. Project Operations

At the time of data collection, Delaware reported a total of 156
project cases, This total does not include approximately 1,000 wel-
fare and unemployment cases which were backlogged at the time of
project reorganization and subsequently handled by a special "task
force." Nonme of these backlogged cases are included in Delaware
project case activity counts. The following major types of project
cases were identified:

o VWelfare and medicaid fraud

o Unemployment compensation fraud

~29-

o Official corruption, including bribery of government
officials

o Investment schemes such as worm farms, embezzlement,
price-fixing, and other related matters

o Energy related fraudulent investments, operations,
and programs

0 Arson violations and related frauds, including
insurance fraud

o Securigies fraud

o Tax evasion

7. Project Outcomes

At the time of data collection, nine project cases resulted in
sentences of incarceration for twenty-two individuals, eight cases
resulted in sentences of probation or suspended sentences for nine
individuals, fifteen cases resulted in fines against thirteen indivi-
duals and seven organizations totalling $138,622, and eight cases
resulted in court ordered restitution against seven individuals and
two organizations totalling $232,462. Additionally,/restitution in
the amount of $1,102,034 was ordered in 470 of the 1,000 backlogged
cases handled by the special task force. There was also one case of
voluntary restitution in the amount of $2,000.
E. FLORIDA

1. Pre-existing Conditious

The Florida project was the direct result of widespread fraudu-
lent land development sales. In the early 1970's two large land sales
corporations were involved in the sale of Florida land development

investments amounting to over $13 million, purportedly secured by
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first grant in January, 1976, a variety of federal and state enforce-

accounts receivable or first mortgages on re=al property. In 1974, the
ment agencies were actively engaged in investigating fraudulent land

corporations defaulted on promised interest payments, and it was
5 . sales.

discovered that the collateral for the investments was fraudulent and :
! In 1975, three separate grant applications were submitted to LEAA

neither assets nor income could be located to meet obligations to

totalling $900,000; one was for continuation of the project in the

investors. Victims were located in over half of Florida's sixty-seven
Comptroller's Office, the other two were applications by different B

counties, Local state attorneys commenced investigations in several
state attorneys. In Florida, criminal prosecutive authority is vested ;

counties and, in 1975, the first prosecution occurred in Palm Beach
{ solely in the twenty locally elected state attorneys whose districts

County. {
: éncompass one or more counties. LEAA recommended one interdiscipli-

In May 1976, the Florida House of Representatives conducted
nary, multijurisdictional enforcement approach to coordinate all land

FUTPRR SN

hearings which resulted in findirngs that two separate state regulatory
fraud investigative and prosecutive efforts under one "umbrella" grant

agencies, the Florida Division of Land Sales, and the Division of
to minimize the potential for fragmentation and overlap,

Securities in the State Comptroller's Office, had been notified of the

o A i i o SN

After much deliberation and negotiation, a revised grant request

fraudulent mortgage sales as early as 1970, but had failed to take
was submitted which provided for a multijurisdictional project policy

action. Both agencies were criticized for claiming that the sales
board, project administration by the Comptroller's Office and expan-

were exempt  from state securities laws and regulatory authority,
P & 7 7 ( sion of the securities fraud section. Land fraud criminal prosecu-

e

In 1974, the Comptroller's Office received a discretionary grant

tions remained the responsibility of the local state attorneys and the

of $99,000 to create a securities fraud section in that office. The

SRR BRI

policy board was to determine on a case-to-case basis which state

project's development, however, was frustrated due to the defeat of
attorney was in the most advantageous position to prosecute, :

the incumbent comptroller in the 1974 state elections., In 1975, under
Even through & consensus of the participants was never achieved

the newly elected comptroller, the project did file charges in three ;
I3 to support the '"umbrella" grant concept and the award of the grant to 4

)

land sales fraud cases, one of which involved the same defendants as {
i : 0 il
i the Comptroller's Office, the securities enforcement project was i

the aforementioned Palm Beach County criminal prosecution. Project
Lo generally accepted once the grant was awarded. However, once the

staff assisted the Palm Beach State Attorney in the filing of criminal
L. grant was awarded, the project was faced with a number of serious ¢

charges and supported the prosecution of the case throughout trial. L
; organizational issues, The most significant was between the comptrol- :

. This single case involved 2,000 victims with losses of $20 million, B £
~ g ler and the policy board pertaining to project management authority,

300 individual and 35 corporate defendants and its prosecution was

L3

estimated to have cost the state $250,000, By the expiration of the
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Another imvolved ®the development of policies governing the funding
support of local prosecutions,. The board initially retained the
authority for coordinating overall project activities and operations,
but delegated day-to-day management resbonsibilities to the comptrol-
ler's designee. However, the policy board's participation in project
management declined markedly after the initial months of operation.

After the initial policy issues were. resolved, the project ex-
perienced administrative start-up. problems including the acduisition
of qualified staff to fill positions within the state salary struc-
ture, difficulties in locating office space, and delays in ordering
and receiving equipment.

Separate coordination issues arose with federal prosecutors over
project investigations which were being concurrently investigated by
federal authorities, These conflicts with the U. S. Department of
Justice reportedly were never resolved during the life of the project;
however, cooperation was obtained from other federal agencies, includ-
ing the Department of Housing and Urban Development, the United States
Postal Service, and the Securities-and Exchange Commission,

Although all of the interagency problems were never entirely
resolved and the policy board concept did not prove viable, a working
partnership between the project and the participating state attorneys
did evolve in later project stages. ‘This was attributed to changes in
project staffing and to the personal efforts of a new project director
who had previously supervised the project's Palm Beach field. office.

2. Grant Overview

The Florida project was federally funded for a fifty-eight month

period, September 1, 1974 to July 4, 1979, in the total amount of

~33=

P S R IR
gy e

TR

St

g

e s

$970,883 for the purpose of establishing a securities fraud section. in
the Office of the Florida Comptroller.

3. Legal Authority

The project's investigative authority was derived from the comp~
troller's civil authority to regulate the securities industry in
Florida, including the authority to investigatg, issue subpoenas and
administrative orders, examine witnesses under oath, and seek civil
sanctions. In addition, the comptroller's investigative authority
provided for the investigation of securities.violations under Florida
criminal statutes. The project's enforcement authority was extended
beyond civil sanctions by the referral of cases to local state attor-
neys for prosecution.

4, Institutionalization

In 1979, the project as an organizational entity was decentral-
ized and the project's personnel and functions were incorporated
within es:ablished organizational elements of ‘the Comptroller's Divi-
sion of Securities. The cost of these project funded personnel
positions was concurrently assumed as state budgeted positions at that
time.

5. Project Organization, Structure, and Staffing

The project was located in the Enforcement Bureau of the Division
of Securities of the Department of Banking and Finance; however, the
bulk of project activity occurred in Palm Beach County during the
initial grant period (1974-76). The project was greatly expanded
under the "umbrella" grant of 1976. The original project organiéa-

tional structure is displayed in Exhibit 7.
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EXHIBIT 7 o % 0 Worm farm investment fraud

o Industrial bond fraud

Florida Project Organizational Structure jgf . o Church bond fraud

) Coal/energy related fraud

7. Project Outcomes

Department of Banking | Of the project cases referred for criminal prosecution, eight
d Fi Comptroller ; J 8
an inance - Comp o
T A resulted in sentences of incarceration for thirteen individuals,
Di -l- Dji -]- Div*£ion Division of eighteen resulted in sentences of probation or suspended sentences for
ivision ivision i
2 ntin . . e v . , . .
of F of s Oﬁt. aggcizditiig thirty-five individuals, fourteen resulted in Ffines against sixteen
Banking inance ecurities

| . ' individuals and two organizations totalling $397,300, and eleven
Regist . i ' resulted in court ordered restitution against fourteen individuals and

Enforcement egistration ‘ :

Bureau Bureau ~ 3 é one organization amounting to $2,380,447,

1 1 ¥ | Of the project cases resulting 'in civil action, there were

I i
Operations Securities twenty-one separate sanctions or penalties against individuals and

Section Fraud Section
; sixteen sanctions or penalties against organizations.
i
F. ALABAMA
1. Pre-existing Conditions
; & The Alabama project was the direct result of widespread fraudu-
6. Project Operations v

lent securities practices. During the 1960's, a variety of serious

The bulk of Florida's sixty project cases involved land sales
' abuses in securities transactions occurred which resulted in a large

ffauds; however, when land sales investigations were either completed
number of victimizations from these fraudulent practices.

or mnearing completion, the project broadened its focus to include
A state legislative committee investigated these reported irreg-

other large-scale frauds. The sixty Florida project cases involved
ularities and estimated that two-thirds of the $100 million in securi-

the following types of frauds:

A=

ties sold intrastate during the period 1960-67 were worthless by 1968.

"

o Land fraud/mortgage fraud . . . . . .
_ During this same period, numerous industrial revenue bond projects

SRR

o General securities law violations , . o .
failed ‘as a result of fraudulent promotion activities which adversely

36—
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affected the legitimate industrial revewus bond market in Alabama. An
estimated $30,000,000 was lost as a result of these activities, al-
though only one criminal conviction resulted from the bond swindles.,

As a result of these events, the 1968 Alabama legislature amended
the Alabama Securities Act removing securities regulation from the
exclusive authority of the Attorney General's Office and vesting it in
the newly created Alabama Securities Commission. 1In the early 1970's,
due to a lack of activity by the commission staff, some of the com-
mission's independent investigative and enforcement authority gradu-
ally returned to the Attorney General's Office. However, in 1975, the
commission appointed a new di;ector' who reasserted the independent
regulatory and enforcement authority of the commission and revitalized
its effectiveness through staffing changes and policy revisions.

In 1976, the commission commenced a total reassessment of its
enforcement actions and case activities; files were reviewed and
screened, closed investigations were reopened for additional investi-
gation, and numerous additional complaints were received. This reas-
sessment revealed thaf numerous professional, organized swindlers, who
had been involved in fraudulent activities in other states, had become
entrenched in the Alabama financial community.

Complicating the efforts of the commission to establish an effec-
tive enforcement role was the increasing volume of complaints which
doubled between 1975 and 1976. The commission lacked sufficient

resources to investiga£e the increasing case loads and, as a result,

applied for an LEAA Major White Collar Crime Program grant.
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2, Grant Overview

The Alabama project was federally funded for a thirty-month
period, July 1, 1977 to December 31, 1979, in the total amount of
$280,593 for the primary purpose of establishing a "strike force"
capability within the commission to detect and investigate major

Securities frauds, and to provide investigative and legal support to

Alabama district attorneys for the express purpose of assisting in the

prosecution of violators of state criminal laws,

3. Legal Authority

The 1968 Alabama Securities Act granted the Alabama Securities
Commission the authority to conduct both exXaminations and inveétiga—
tions, including the authority to self-initiate investigations;
require sworn Statements; issue subpoenas; and apply for search war-
rants through either local district attorneys or directly to a judge.

The  Act also required the registration of securities, dealers, and

'salespersons, and provided civil, administrative, and criminal reme-

dies for violations.

4, Institutionalization

The project was effectively institutionalized and is now funded
entirely out of state appropriations.,

5. Project Organization, Séructure, and Staffing

The organizational structure which evolved during the grant

period is displayed in Exhibit 8.

~38-

TR G S R T B e e

GRS L

TR



"4» } . *
) 4
. T
, 5
s i
X !
1 |
: [
EXHIBIT 8 N § to either the Strike Force or the Operational Unit in order to allow
- H
: ! .
: § - for a more efficient and expeditious handling of complaints.
Alabama Project Organizational Structure 3 j . 6. Project Operations
The sixty-two Alabama project cases involved the following types
Securities § of fraud:
Commission 5
T ! 0 Worm farm investments
) I .
Director o General investments
l ' o Energy related (oil, gas, coal)
Deputy .
Director 3 o Stock
J ‘] : 0 Advance fees
Securities o Franchises
Dealer ent . . ?
Registration -Enforcemen Registration ;
Element Element Element o Insurance
o Limited partnerships
o Church bonds
Current Strike
Operational Torce o Others (money orders, corporate notes,
Unit bankruptey, etc.)
7. Project Outcomes
Of the project cases referred for criminal prosecution, three
The Director of the Alabama Securities Commission exercised ‘ resulted in sentences of incarceration for four individuals, three
oversight over all functions and activities of the project. The - resulted in sentences of probation or suspended sentences for twelve
project was administratively assigned to the Enforcement Element of : individuals, three resulted in fines against four individuals to-

the commission. Day~-to-day management and control of the project was talling $10,000 and three resulted in court ordered restitution of

35 e,

delegated to the deputy director who also commanded the Enforcement ! $93,800 against six individuals.
; .

Element and served as project director. Originally, grant funded i Of the project cases resulting in civil action, there were nine-

project staff were assigned to the Strike Force (unit), wvhile state I teen separate sanctions or penalties against individuals and sixteen

sanctions or penalties against organizatiouns.

S e s

funded commission staff were separately assigned to the Curremt Opera-

tional Unit. In late 1979, upon expiration of the grant, project and

T

commission staff were combined into one staff and assigned as needed i ,
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CHAPTER III. INTERJURISDICTIONALYCOMPARISONS

A, INTRODUCTION
This chapter describes the five projects selected for intensive

evaluation in terms of certain uniform characteristics generally

applicable to all five sites.

The five projects which were the subject of the intensive evalua-~
tion were selected from the ten original sites through the site
selection process described in Chapter I. The projects were sponsored
by single criminal justice or regulatory agencies. All of the agency
sponsors were state-level agencies, and each project was comprised of

investigative and prosecutive/legal personnel, as well as management,

supervisory, and administrative staff, Three of the five sponsor

agencies (New Jersey, Massachusetts, and Delaware) were criminal

justice/prosecution agencies and two (Florida and Alabama) were
regulatory.

Staffing varied among projects depending upon the project's or-
ganizational status and placement within the structure of the
sponsoring agency. Each project was comprised of thirteen or less
grant funded professional staff members and the project budgets ranged
from a total of $316,261 for the Alabama project to $3,846,939 for the
New ﬁersey project.

In the criminal justice sponsored projects, activities were con~

ducted much in the same manner as special prosecutive units, having a

focus on specific offenses and offenders.
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Regulatory agency sponsored projects possessed similar character-
istics although generally the projects comprised a comparatively lar-
ger portion of the sponsoring agency's total organization. Operation-
ally, however, as is the case with criminal justice sponsors, the
regulatory based projects operated as special enforcement organiza-
tional elements due to their focus on a particular set of major offen~
ses and offenders.

In either case of sponsorship, the projects and their personnel
were discernible by their operational focus and organizational
separation from other, more routine ~and traditional, enforcement
activities.,

.The many differences among the sites precluded sophisticated
statistical analyses of data for the purposes of assessing cross-
sectional or longitudinal impacts., It did not appear reasonable to

assume a hypothetical population of which these sites were samples,

Interjurisdictional comparisons were made, however, using simple but

appropriate statistics from each of the five projects, All inter-
jurisdictional comparisons were based on the various data collected,

One evaluation activity consisted of examining the intelligence
collection and analysis capabilities. of the projects. No inter-
jurisdictional comparisons of intelligence capabilities were made
because it was determined that intelligence activities did not exist
as separately identifiable activities at the project sites., Rather,

the intelligence activities were integrated into the project investi-

gative and prosecutive processes.
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In attempting to develop data classifications with a satisfactory
reliability, which would mirror the program's expected operational
characteristics, theoretic conceptualizations of data made prior to
data collection were not found to fit the data as well as expected.
As. an alternative, the following list of five comparable features that
best fitted the data and permitted response to the ten research
questions posed in the design, was prepared, with each feature being

addressed in subsequent sectiomns of this chapter:

Case Origins =~ the sources of information which led

)
to the opening of project cases, including govern-—
ment agencies and private sources,

o Case Receipt Methods -~ the methods of communication

by which case information reached the project,
including written, telephonic, and personal.

o Case Activity Analysis = information on the closing
of cases, by referral for criminal or civil action,
dismissal, or other action, and the time duration
involved in closing and disposing of cases.

o Project Case Dispositions/Outcomes - the dinitial
case felony or misdemeanor charging actions, the
disposition results of criminal actions, criminal
sentence data, and c¢ivil penalties or sanctions.

o Cost Effectiveness =~ a description of the cost

effectiveness of each project in terms of arrests
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and convictions of white collar ecrime offenders,
project costs, fines . and restitution, and other
results and outcomes.

Data relating to screening, referrals, and other case activities
were numerical and derived solely from the examination of all 1,068
project cases, which ranged from as low as 60 cases at one site to as
high as 613 at another.

The bulk of the case data analyses reinforced the known dispari-
ties existing between sites. Other analyses, however, were determined
to have inferential value as indicators of desired operational char-
acteristics, or in understanding the particular project's organiza-

tional and operational configurations and the processes involved.

B. PROJECT OPERATIONS

In keeping with the requirements of the Solicitation, the
national evaluation is focused more upon the process aspects of the
pProjects. Since LEAA funding of most of the projects had expired or
was about to expire at the time of data collection, this type of

research could be characterized as an ex—-post—-facto analysis. Process

data were intensively collected at each site in order to analyze the
type, = referral source, receipt method, and disposition of project
cases (synonymous with project investigations). Other intefnal pro-
cesses examined pertained to case screening, selection, and prioriti-
zation, as well as determination of investigative and prosecutive
strategies,

In spite of the numerous dissimilarities among the five evalu-

ation projects and the variations in their operational approach to
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white collar crime enforcement, they each employed similar processes
in case development, Pre-existing conditions at each project site

determined the scope and focus of initial project white collar crime

enforcement activity. Once determined and made known, various sources

at each site referred white collar crime complaints to the project for
appropriate action. Complaint receipt methods, while similar, varied
in level of usage. Once received, complaints were subjected to

screening, selection, and prioritization processes at all sites.

These processes interfaced with the investigative process including
preliminary investigations which were usually conducted to determine
the merits of incoming complaints/cases and initial referral or dis-
missal actions.

In addition, although yarying in degree, the projects exhibited
certain common characteristics including, inter alia, prosecutive

legal management of overall project activities, including investiga-

tions; prosecutive/legal involvement with investigative staffs
throughout case development;r formal and informal intergovernmental
participation between federal, state, and loéal agencies at least on a
case-to-case basis; formal and informal investigative/prosecutive
planning and strategies (depending upon case complexity); major re-
liance wupon documentary evidence; exfensive use of investigative
accounting techniques; and the development of effective, interdisci-
plinary working relationships between regulatory and criminal justice

agencies primarily to expand the sources of project cases and to

maximize the array of criminal, civil, and administrative remedies

available in adjudicating project cases.
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Exhibit 9 displays the:flow of cases through major project pro-
cesses. Tables 1 through 7 display statistical data associated with
these processes. 1In Table 1l and all following tables, data in some of
the cases were of unknown origin or derived from ”ofher” sources, or
source information was missing. Per cents shown are of cases for
which data was available. 1In addition, table totals sometimes add to
less or more than 100 per cenf due to rounding off percentages to

whole numbers,
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EXHIBIT 9

Project Processes/Case Flow

Prosecutions, Adjudication.
7 -
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1. Case Origins generation. The number of cases referred from other agencies suggests
Private individuals were the greatest source of project cases at . that these kinds of projects can expect to receive a sizeable number
all sites except New Jersey, where regulatory agencies referred nearly : of cases that (by inference) will have been subjected to at least
‘ .
half of the project cases. State legislatures and consumer agencies threshold screening and review by another agency. More importantly,
were not important referral sources, and accounted for two per cent or projects can rely upon other agencies to refer cases which potentially
less of the referred cases at any site, Table 1 displays these case are germane to the project's stated purpose. The New Jersey source
sources. data reflects the effectiveness of the formal referral mechanisms
Table 1 existing between the sponsor agency/project and state regulatory
Primary Sources of Project Cases : agencies as well as the effectiveness of using regulatory agencies as
Regulatory Agencies Criminal Justice Agencies . . .
Source of Alabama | Florida Delaware | Massachusetts | New Jersey project case detection referral mechanisms.
Case (N=58) (N=50) (N=141) (N=147) (N=573)
7 ¥ v P 4 The lack of any measurable quantity of case referrals from con-
Private sumer agencies suggests that the types of complaints and services
individual 38 76 45 29 18 % ’
g involved in consumer agencies are clearly distinguishable from the
Criminal |
justice } more serious offenses handled by the major white collar crime pro-
agency 9 14 18 27 9 i
; jects, both in terms of consumer agency and victim understanding of
Regulatory :
agency 12 0 0 16 49 % the nature of the respective roles of both efforts.
Project é 2. Case Receipt Methods
initiated 34 6 13 19 3 |
g Except for the Massachusetts site, the highest proportion of
Other i
executive ; cases were received by letter or in written form. The Massachusetts
agency 5 4 16 5 12 ;
: project received most of its complaints in person, while the Alabama
Private
organization 2 0 7 3 8 ; site had a high rate of project initiated cases. Table 2 displays the
Consumer j methods in which project cases were received.
agency ' 0 0 1 1 1 :
State 7
Legislature 0 0 0 1 0 it
TOTAL 100 100 100 101 100 g
The findings indicate.that individual complaints are an important ; é .
source of major white collar crime cases, just as individual com- : ;
plaints are an important source of traditional law enforcement case ;
! -49-
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Table 2
Cése Receipt Methods

Regulatory Agencies Criminal Justice Agencies

Alabama Florida Delaware | Massachusetts | New Jersey
Methods (N=56) (N=51) (N=127) (N=137) (N;590)

A % % % A
Letter or
written form| 34 61 39 6 81
Telephone 24 14 26 27 14
In person 8 19 21 46 2
Project .
initiated 34 6 15 20 3

TOTAL 100 100 101 99 100

Since most cases were initially received in writing or by tele~
phone, allowing for review and assessment before dnitial follow-up
action, projects do not appear to need a dedicated complainant inter-
view capability or complaint intake function to serve as a "buffer' to
supervisory or operational functions. Further, the comparatively
small number of complaints received in person suggests that no undue
burden is created by these complaints which should allow available
personnel to handle interviews as required. Again, the New Jersey
data reflects the formal referral agreements existing with other
agencies.

3. Case Activity Analysis

All projects used screening and selection processes as well as
referral mechanisms. Complaints were initially screened at a pre-
determined project or sponsor agency level to determine merit or

potential merit. Each project used its own criteria, either written

~50-

or unwritten. Once determined to have merit, case files were initi-
ated and the cases were subjected to another level of screening or
preliminary investigation to determine appropriateness for further
investigation for ultimate criminal prosecution or civil action. Upon
completion of this secondary screening, cases were either retained by
the project for further investigation/prosecution or referred to
another agency for appropriate action., Cases retained by a project
were selected based upon established criteria which derived from the
project's goals, objectives, focus, authority, and capabilities.
Referral mechanisms varied from the unique arrangements in Delaware
which were based on the broad criminal and civil enforcement authority
of the Attorney General at both the local and state prosecutive
levels, to the formal, written interagency agreements which exist in
New Jersey between the project and the state regulatory agencies.

Prioritization varied with each project., Projects exercising a
vertical prosecution. capability selected cases based upon complexity;
others selected cases to establish precedents for similar prosecutions
at the local level; while others determined priorities based upon case
severity and victimizations. ~For evaluation purposes, project cases
were considered closed when referred for criminal prosecuticn, civil
action, to another agency, or dismissed. Table 3 displays the time
duration of project cases from opening to closure (the data base for
this table includes only those cases for which an actual closure date
was available). The comparatively large percentage of cases closed
within two months is indicative of. the effectiveness of the projects'
screening capability. The sizeable percentage of cases closed after

six months and after one year is indicative of the complexity of those

cases selected for investigation and prosecution.
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Table 3

Case Time Duration

Project Opening to Project Closing - :
i rimi Justice Agencies
R latory Agencies Criminal
Months eiﬁabama Florida Delaware | Massachusetts Ney—gigsey
Duration (N=62) | (N=60) (N=156) (Nf177) (x= )
% % % Z %
0-2 19 10 37 21 18
2-6 18 10 15 4 8
6-12 ‘ 26 17 12 6 10
12-24 18 13 12 7 18
Over 24 2 12 1 0 15
Pending 18 39 23 62 13%
TOTAL 101 101 100 100

Table 4 displays the manner in which project cases were closed
(the data base for this table includes all project cases). The size-
able percentage of pending cases is another indicator of the complex-
ity of project cases.

Table 4

Project Case Closures

Regulatory Agencies Criminal Justice Ag;nciis
- i husetts |[New Jersey
Case Closed Alabama Florida | Delaware Massaf Cheb155
= N=60 (N=156) (¥=177) =
By (Nz62) ( Z ) % 2 ,
Referral for’
criminal
prosecution 19 35 16 27 14
Civil penalty
or sanction 29 35 5 3 10
Referral to
26
other agency 8 3 21 8
Official
administrative
dismissal 34 3 39 18 24
Pending 10 23 19 45 gi
TOTAL 100 99 100 101 1
-52-
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4, Dispositions and Outcomes

Each site's legal authority dictated the method of charging
individuals and organizations for criminal violations. Indictment by
a grand jury and formal accusation (or the filing of an information)
by the prosecutor were the two methods of charging.

Across all five sites, nearly seven out of ten cases where indi-
viduals were charged and eight out of ten cases where organizations
were charged involved felony violations. At all sites there was a
total of 158 cases involving charges against individuals and thirty-
two cases involving charges against organizations. The New Jersey,
Florida, and Alabama sites all had approximately nine out of ten cases
which involved felony charges. Two-thirds of Delaware's forty cases
with charging actions involved misdemeanors, and Massachusetts' fifty-
two cases with charging actions were evenly divided between felonies
and misdemeanors,

The types of criminal activities targeted by a major white collar
crime enforcement effort should reflect a considerable level of felony
charges, in keeping with the seriousness and magnitude of major white
collar crimes, The Massachusetts project, however, involved the
first-time development of an aggressive state level prosecution and
enforcement effort, as opposed to a more traditional support role to
local prosecutors. Delaware's comparatively lower percentage of
felonies (one-third) is attributed to the large backlog ~of less
serious unemployment and welfare frauds inherited by the project from

a prior administration, as well as the comparative infancy of the

project. In addition, the Delaware pProject was the first attempt ever

-53~

s

T e e

JE———



s

in the state to develop an enforcement effort directed at major crimi-
nal conspiracies, including organiéed crime and public corruption, as
well as major criminal frauds.

Although considerable overlap exists between cases involving
individuals and organizations, aggregate data is indicative of project
tﬁrust in prosecuting culpable organizations as well as individuals in
major frauds and other serious, large scale economic crimes. The
primary thrust of the major white collar crime program was to support

the use of criminal penalties against major white collar crime of-

fenders. By reason of the investigative and prosecutive complexities
involved in these cases, serious offenders generally had only received
administrative or civil penalties for prior offenses. Therefore, even
though the offenders in many of the cases represented in these case
statistics were characterized as professional swindlers or serious
offenders, few were reported to have prior criminal records. As a
result, probation was obtained in a number of cases involving major
frauds (eighty-seven -cases involved at least one individual who re-
ceived a suspended sentence or probation).

Seventy-two individuals were sentenced to over 150 total years of
incarceration and 173 individuals were sentenced to probation or had
their sentence to incarceration suspended totalling over 240 years at
all five sites "(actual sentence information  was only available on
forty-seven cases). A total of $1,094,572 in fines was reported at
all five sites. In forty-one cases, restitution was ordered against
sixty-six individuals, and in five cases restitution was ordered
against twelve organizations totalling $3,555,889 at all five sites,

with the most typical level of restitution being in the $1,000-$10,000
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range. Every site reported

sites, - there were four cases

court

ordered

restitution,

At three

of wvoluntary restitution totalling

$21,568. Criminal sentences are shown in Table 5.
Table 5
Criminal Case Sentences
Regulatory Agencies |[Criminal Justice Agencies
Sentence Ala, Fla. Del. Mass, NJ
Incarceration Cases 3 8 9 8 11
Probation/Suspended
Sentence Cases 3 18 8 22 36
Fines
Individuals
Cases 3 12 9 26 24
Amount ($) 10,000 355,200 33,077 }154,150(142,650
Organizations
Cases 0 2 6 0 11
Amount ($) 0 42,100 1105,545 0 251,850
Court Ordered
Restitution
Individuals
Cases 3 10 7 4 17
Amount (§) 93,800 2,239,694 152,462]469,000| 256,624
Organizations
Cases 0 1 1 0 3
Amount (§) 0 140,753} - 80,000 0 123,556
Voluntafy Restitution
Cases 0 0 1 1 2
Amount ($) 0 0 2,000 2,000 17,568

Although criminal enforcement was the program's primary thrust,

—-55-~

an array of other sanctions was used in project cases,

be proven (e.g., proof beyond a reasonable doubt).

particularly

where the more rigorous requirements for criminal conviction could not



Civil penalties or sanctions were reported aganst individuals in

fifty-seven separate cases; forty—-four cases involved civil penalties

or sanctions against organizations. There were 134 individuals and 65

organizations involved in these cases. These results are displayed in

Table 6.
Table 6
All Sites
Civil Penalties or Sanctions
No. of cases
Penalty/Sanction Individuals Organizations
Injunctions 22 16
Orders to cease
and desist 13 13
License suspension 2 1
License revocation 6 2
Consent agreement 7 10
Other 7 2

There was an overlap of civil actions and criminal prosecutions
in some cases. An examination of the data disclosed that three out of
ten cases where a civil penalty or sanction occurred against indivi-

duals were cases wherein crimes were also charged. The overlap in the

instance of organizations was somewhat less.

5. Cost Effectiveness

In the Solicitation, a specific objective was stated to describe

the cost effectiveness of each project in terms of arrests and con-

victions of white collar crime offenders.
~56—
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Although the primary emphasis of the major white collar crime
program is the criminal conviction of offenders, this has not been an
exclusive emphasis to the extent that other appropriate sanctions and
remedies were not also intended and applied. The seriousness of the
offenses falling within the enforcement scope of a major white collar
crime project require prosecutive strategies designed to maximize
criminal penalties and all other available appropriate remedies.
Thus, the program not only provided a major focus upon criminal jus-
tice processes and adjudications, but in addition emphasized the
utilization of other appropriate civil penalties or administrative
sanctions.

Determination of the cost effectiveness of major criminal con-
spiracy enforcement efforts in general, and major white collar crime
projects in particular, when attempted, must be accomplished without
the benefit of proven guidelines and methodologies. In addition, and
with specific reference to the major white collar crime projects in
this evaluation, no comparative or historical measures of cost effec-
tiveness exist. Further, the extension of project capabilities and
authorities through cooperative working arrangements with other agen-
cies necessitates determinations of external impacts and expenditures
in support of the project. These far exceed the data available for
such purposes and far exceed, also, the scope of the analyses reason-

ably within the purview of this evaluation. ©Nevertheless, by focusing

on project cost data and case outcomes and other impacts, project cost

effectiveness was examined in the five projects selected for intensive

evaluation.
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In determining a project's cost effectiveness, cognizance was
taken of the fact that enforcement efforts associated with major white
collar crime conspiracies require the expenditure of large amounts of
resources which are not usually experienced in the investigation and
prosecution of even the most serious of traditional crimes. While
this suggests a comparatively high cost of white collar crime enforce-
ment in contrast to traditional crime enforcement, it must also be
recognized that white collar crimes generally involve schemes which
have been specifically and '"professionally" designed to avoid detec—
tion.

As a starting point in determining cost effectiveness of white
collar crime enforcement, the total amount of federal grant funding,
plus the amount of state or other non-federal project funding, was
first determined., - These dollar costs were then compared to relevant,

available project case outcomes and other impact data., The following

is a summary of direct costs associated with the five sites selected.

for intensive evaluation. Indirect and/or hidden costs were mnot

assessed.
LEAA White Collar Crime Program Grants $3,435,632
State Block Grant Funds 529,552
State Appropriations 1,310,989
Other Funding Sources
(federal, state, and private) 1,445,781
TOTAL $6,721,954

The following is a summary of the results and outcomes of -the

1,068 cases opened by the five selected projects:
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o 223 individuals were charged wifh felony violations

o 106 individuals were charged with misdemeanor violations
0 48 organizations were charged with felony violations

o 12 organizations were charged with misdemeanor violétions

0 At least 2 out of 10 cases were referred for criminal prosecu-
tion at each project (excluding cases in a pending status)

o In an average of 8 of 10 cases where criminal dispositions oc-
curred, individuals were found guilty of criminal acts as
charged

0 72 individuals were sentenced to incarceration

0o 173 individuals were sentenced to probation or had sentences
suspended

o 102 individuals were fined a total of $695,077
0 23 organizations were fined a total of $399,495

0 66 individuals were ordered to pay restitution amounting to
$3,211,580 (plus $21,568 in voluntary restitution)

o 12 organizations were ordered to pay restitution totalling
$344,309

o A special group of project unemployment and welfare fraud
cases in Delaware led to court ordered restitution of
$1,102,034

Thus, a total of $6.72 million in federal, state, and other

sources of project funding resulted in $5.77 million in court ordered
fines and restitution directly attributable to project case activi-
ties. While all of these judicially ordered payments were probably
not subsequently paid by the defendants as ordered, estimates in one
project site (Florida) indicated that at least three-fourths of the
court ordered restitution in that state had already been repaid to
victims shortly after expiration of the project.

Table 7 displays the number of ériminal charges, by types, and

convictions at each project site.
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Table 7
Criminal Charges and Convictions :

Regulatory Agencies Criminal Justice Agencies

Alabama Florida Delaware |Massachusetts{ New Jersey
Number of
individuals
Misdemeanor .
charge 1 0 48 53 5
Felony charge 20 74 18 59
Conviction or
guilty plea 11 52 33 62 64
Number of
organizations
Misdemeanor ; . )
charge 0 0 1
Felony charge 0 30 1 5 12
Conviction or 3
guilty plea 0 11 5 0

It should be noted that many of these prosecutions would not have

occurred in the absence of the projects, their specialized expertise,

and their resources. 1In addition, at the time of data collection for

the national evaluation, many casas at each of the sites were in a

pending status. The number of pending cases ranged from one in ten at

the Alabama project site, to over four out of ten of all cases opened
at the Massachusetts project site.

The Massachusetts project evaluated in this report exemplifies
the interrelated direct and indirect monetary benefits attributable to
project activit&. During a 1977-79 period of project arson investi-
gations, Boston area arson incidents reportedly were cut in half,
resulting in documented annual savings of $6,000,000 in fire casualty
loss payments,

Numerous intangible financial benefits were. also derived from the
five projects, such as the prevention of future economic losses, harm,

or victimizations resulting from the termination of known schemes
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and/or the interruption or discouragement of planned white collar
crime offenses, Documented land sales of companies which terminated
business operations as a direct result of criminal and civil sanctions
initiated by the Florida project were estimated to total over
$55,000,000. During the 1977-78 period of project activity in
Alabama, project investigations reportedly interdicted fraudulent
investment offerings estimated at over $8,000,000. The Delaware pro-
ject conducted an investigation which led to the conviction of a
county tax assessor and the development of new propérty tax assessment
procedures, which resulted in the addition of $12,000,000 in reas~
sessed property to the county property tax rolls. During the New
Jersey project's second grant period, twenty-three convictions were
obtained in project cases in which 15 million dollars in frauds were
charged in the indictments.

Certain of the projects selecked for intensive evaluation have
also been instrumental in developing national prototype enforcement
programs for replication in other jurisdictions, including Alabama-
Coal Fraud/Leviticus Project (a seven state consortium); Massachu-
setts - arson; and New Jersey - medicaid provider fraud (H.E.W.
model), toxic waste, addressing governmental system deficiencies, and
state uniform purchasing/procurement policies and procedures including
the prohibition of private suppliers from doing business with the
state based upon criminal conduct or past unsatisfactory performance.

The institutionalization of a project, its expertise, and resour-
ces is also considered to be an important indicator of cost effective-

ness. All four of the projects which completed their final federal

—-61-

A TR s

R it e



15

&

B Dt

grant funding during the period of the national evaluation had their
grant funded project staff positions and project functions assumed by

the sponsoring state agencies and project costs provided for out of

state approprigtions.

In addition, examining the dollar costs associated with project
outcomes, cognizance was also taken of the fact that a separate,
though major, dimension of remedial action resulting from these cases
pertained to private civil redress by victims. Unfortunately, these
important private remedies did not directly involve project processes

and, therefore, were not available in project data bases.
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CHAPTER IV. EVALUATION RECOMMENDATIONS

A, INTRODUCTION

Listed in this chapter is a set of selected recommendations which
are based .upon the evaluation team's experience, observations, and
insights gained from the conduct of the national evaluation. These
recommendations (in some cases in an expanded version), plus others
considered pertinent to the design and monitoring of the LEAA Major
White Collar Crime Program, have been provided to the National Insti-

tute of Justice and the LEAA Program Manager separately.

B. GENERAL COMMENT AND RECOMMENDATIONS

In that the major white collar crime program evaluation research
has demonstrated that state and local agenciés can develop cost effec-
tive interdisciplinary major white collar crime enforcement capabili-
ties which result in both criminal and civil remedies, it is recom-—
mended that the program be expanded through federal discretionary and
block funding to develop similar capabilities in additional jurisdic-
tions. Further, it is recommended that federal, state, and local
governments support the operational activities and continued develop-

ment of the existing major white collar crime enforcement projects.

C. SPECIFIC COMMENTS AND RECOMMENDATIONS
In addition, the following specific comments and recommendations
are submitted for the express purpose of enhancing and improving the

LEAA Criminal Conspiracies Major White Collar Crime Program:
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1. Comment and Recommendation

Comment

During the course of the evaluation, it became evident that
considerable advantage could be obtained if a mechanism existed
whereby the projects could exchange information and experiences re-
lating to their individual organizational and operational activities.
Although the projects possessed diverse characteristics, the experi-
ences of individual projects would be of tremendous benefit to other
projects if shared., This is 'particularly true in pursuing specific
violations (e.g., arson, toxic waste, and security frauds), in devel-
oping effective working arrangements between criminal justice and
regulatory agencies, and in dimplementing operational processes.

Recommendation

It is recommended that a formal mechanism be developed (e.g.,
conferences, newsletters) for information exchange between and among
the white collar crime projects and that informational topics include
how the projects can best be organized, managed, and operated in
accordance with the program goals and objectives.

2, Comment and Recommendation

Comment

In examining the regulatory and criminal justice projects in the
program, the legal authority of the sponsoring agency was found. to
directly affect the project's ability to initiate major white collar
crime investigations and to develop effective working relutionships
with other relevant agencies to obtain criminal and civil sanctions.
Therefore, the legal authority of a project, as derived from the
sponsoring agency, is  considered to be a vital factor in achieving

ultimate enforcement success.
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Recommendation

It is recommended that in the future, the extent of the legal
authority and geographic jurisdiction of prospective grantees be
carefully reviewed to ensure that sufficient authority exists to
investigate and prosecute major white collar crime violations.

3. Comment and Recommendation

Comment

In two of the ten projects considered as candidates for intensive
evaluation, serious problems were initially experienced because of a
major emphasis on covert investigations aﬁd techniques, Both of these
projects were designed to address puﬁlic corruption and neither agency
had any prior experience in public corruption enforcement or in crimi-
nal comspiracy investigations. Certain of the projects sponsored by
agencies having a record of proven success in criminal conspiracy
investigations utilized one or more covert techniques in specific
investigations.‘ Where observed during the evaluation effort, these
were successfully used. However, these uses were confined to specific

cases as opposed to comprising an overall project strategy.

Recommendation

It is recommended that major white collar crime grant applica-
tions be carefully reviewed to determine if they are substantially
grounded upon covert enforcement activities or techniques, Funding
restrictions should apply to any such prospective projects where a
proven record of experience in criminal conspiracy investigations, and

need, cannot be documented.
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4, Comment and Recommendation

Comment
while consumer fraud activities being conducted by either a

‘ i i ic
criminal justice or regulatory agency are a dimension of econom

crime enforcement, no identifiable linkage was found between consumer

activities and the operational activities and cases of the projects.

The only linkage evidenced between consumer fraud projects and the

major white collar crime projects was that consumer fraud programs

were a possible source of project cases or point of referral of com~

plaints that were initially screened out by the major white collar

crime project; however, these cases/referrals were found to be few in

number.
Recommendation
It 1is recommended that, in the future, consumer enforcement

4

activities be clearly recognized as separate and distinct from the

criminal prosecution and related civil activities of the major white

collar crime projects.

5. Comment and Recommendation

Comment

From an evaluation perspective, one important difference existing

between projects sponsored by law enforcement/police agencies and

those sponsored by civil or criminal prosecution agenciles relates to

the documentation of processing time frames and decision points.

Generally, in law enforcement sponsored projects, investigative time

frames and case processing decisions (initial complaint receipt

through threshold screening) are documented. In these projects, the

~66-

it

S

data constraints most often exist in the tracking of cases and cap-
turing data in the prosecutive and adjudicative.sfages, over which the
law enforcement sponsor has no control. On the other hand, in pro-
jects sponsored by prosecutive agencies, initial complaint processing
and investigative decision points often are not documented as the
sponsor's focus and control encompasses the post-investigative stages
of cases, commencing with the screening and prosecutive reviews. In
the major white collar crime projects, many, if not most, interim
investigative decision points were not documented in that they were
not considered germane to existing prosecutive case management prac-
tices, The "teamiﬁg" of prosecutors and investigators under overall
prosecutive (or legal) management was a common characteristic of the
projects and acknowledged to be an important factor in successful
enforcement; however, the management of investigations was seldom
afforded the priority given to the management of cases in the prosecu=~
tive stages even though multiple, large-scale dinvestigations were
being routinely conducted, Clearly a need exists for investigations
management training and orientation designed for those prosecutor
offices which employ (or direct) sizeable investigative staffs and
major investigations such as is currently being provided in other LEAA
sponsored police programs (e.g., I.C.A.P., Criminal Investigatiomns
Management).

Recommendation

It is recommended - that investigations management technical
assistance be developed ‘and provided to prosecutors (in addition to
police agencies) to enhance their direction and control over their own

investigative activities and staffs.
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6. Comment and Recommendation

Comment

There 1is a definite need for a quarterly reporting format
designed to capture the kinds of criminal justice prosecution and
civil sanction. outcomes occurying in the major white collar crime
projects. The existing quarterly reporting format lacks specificity
both in terms of project activities and outcomes and in the quality of
reporting, due to the lack of uniform interpretation ana appropriate~
ness of the called~for information.

Recommendation

It is recommended that the program managers develop a quarterly
reporting format which captures important data pertaining to the
origins of the cases, screening functions, investigative activities of
the projects, referrals, and dispositions; and which provides for the
reporting " of both criminal justice and civil outcomes. Reported
outcomes should include cease and desist ordets, fines, restitution
(both court~ordered and voluntary), injunctions, and, in additiomn to
the criminal justice charges filed, the resulting pleas, verdicts, and

sentences,
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