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PREFACE 

This document is the final report of the na.tional evaluation of 

the Law Enforcement Assistance Administration's Criminal Conspiracies 

Major White Collar Crime Program. The evaluation, supported by the 

National Institute of Justice, had as its primary goal to identify and 

describe the significant factors affecting the operation and success 

of agencies having a major white collar crime focus. 

Five major white collar crime projects were sehlcted for an in-

tensive process and impact evaluation. 

This evaluation document includes a background and discussion of 

the LEAA Major White Collar Crime Program, details of th.e research de-

sign and evaluation methodology, reports on the five projects selected 

for intensive evaluation (projects located in New Jersey, Massachu-

setts, Delaware, Florida, and Alabama), and a series of interjuris-

dictional comparisons among the five sites of, inter alia, project 

operations, case dispositions and outcomes, and project cost effec-

tiveness issues. The various data collected are presented throughout 

the report, along with research findings and discussions of related 

issues. 

This report is directed to criminal justice practitioners and to 

the criminal justice research community. It is hoped that a founda-

tion has been provided for further testing and implementation of white 

collar crime projects. This evaluation was conducted by the Institute 

for Intergovernmental Research. 
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CHAPTER I. MAJOR WHITE COLLAR CRIME PROGRAM 

A. BACKGROUND 

Although a paucity of data exists, recognized authorities esti-

mate that the economic cost of white collar crime equals or exceeds 40 

1 
billion dollars annually. White collar crimes may, in fact, cost ten 

times' the total cost of all crimes against property. 2 Further, the 

social consequences of economic crimes may, perhaps, be even more 

3 damaging than the monetary costs. In spite of these estimated dollar 

losses and social consequences, it has only been in the last decade 

that economic crimes have been recognized as crimes of major signifi-

cance. 

Although official reports described the general public as indif-

ferent to white collar crimes in the late 1960' s, more recent sam-

plings of opinions indicate a change from public indifference to 

public 
4 

concern. This increase in public concern over white collar 

crime parallels similar expressions of concern in related social 

trends such as consumerism. This public awareness also parallels the 

1 
Chamber of Commerce of the United States. 

Collar Crime - Everyone's Problem, Everyone's Loss. 
1974, pp. 4-6. 

A Handbook on White 
Washington, D.C. , 

2 
Subcommittee on Crime of the Committee on the 

Judiciary, House of Representatives. White Collar Crime: The Problem 
and the Federal Response. 95th Congress, 2nd Session, June 1978, p. 
10. 

3 . 
Ib~d., pp. 7-1l. 

4Ibid ., pp.15-16. 

efforts of government to increase its effectiveness and credibility to 

counter widespread public disenchantment with the criminal justice 

5 6 
system and governmental institutions in general. 

Although this recognition of the seriousness of white collar 

crime has engendered a variety of governmental responses, these re-

sponses have often fallen far short of expectations, resulting in con-

siderable criticism of many of these responses and the law enforcement 

7 
system as well. 

Fragmentation of effort, antiquated enforcement capabilities, 

lack of white collar crime enforcement emphasis, and lack of valid 

statistical data upon which successful enforcement in.itiatives can be 

identified, are among the more commonly stated reasons for system 

failures. 8 

In spite of these criticisms, the last decade has not been devoid 

of serious efforts and progress in improving and enhancing white 

5 . 
Wh~tcomb, Debra. Connecticut Economic Crime Unit. U.S. Depart-

ment of Justice, Law Enforcement Assistance Administration, Washing-
ton, D. C., September, 1979, p. 1. 

6Finn , Peter and Alan R. Hoffman. Prosecution of Economic Crime. 
Office of Technology Transfer, National Institute of Law Enforcement 
and Criminal Justice, Law Enforcement Assistance Administration, Wash­
ington, D. C., March, 1976, pp. 4-5. 

7 
Op. cit. Wnite Collar Crime: The Problem and the Federal Res-

ponse, pp. 20-22. 

8 
Ibid., pp. 12, 44-60; August B,equai, White Collar Crime: A 

Twentieth Century Crisis. Lexington Books, D.C. Heath and Co., 1978, 
pp. 4, 9, 137-161. 
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collar crime enforcement b 'l" 9 capa 1 1t1es. Al though a broad array of 

initiatives, at all levels of government, has characterized the devel-

opment of governmental responses to white collar crime, much of the 

recent reported enforcement progress, as well as the research and tech-

nical assistance underlying this progress, has been a direct result of 

the substantial support provided by the Law Enforcement Assistance Ad-

ministration (LEAA). In accordance with its charter to assist state 

and local governments in strengthening and improving law enforcement 

and criminal justice, LEAA had, by 1974, assumed an important role in 

sponsoring white collar crime research and technical assistance sup-

port for state and local enforcement units. In addition, LEAA pro­

vided direct funding to state and local prosecutive/investigative 

agencies to support their development of white collar crime enforce-

b 'l ' 10 ment capa 1 it1es. 

One of the more important LEAA efforts which commenced in 1974 

was the LEAA criminal conspiracies major white collar crime program. 

Until a formal and separate identity was obtained in October 1978, the 

major white collar crime program was one of the components of the LEAA 

Organized Crime Program. During this period of time, this program 

(component) was designed to foster the initial development of white 

collar crime enforcement units having the capability to investigate 

90p • cit. White Collar Crime: The Problem and the Federal Re-
sponse, pp. 23-28; Larry Gibson. Report to the Atto~pey General of 
the National Economic Crime Project. U. S. Department of Justice, 
Washington, D. C., 1978, p .1; Herbert Edelhertz. ~The Investigation 
of White Collar Crime: A Manual for Law Enforcement Agencies. Law 
Enforcement Assistance Administration, ~vashington, D. C., 1977, p.3. 

10 
Op •. 1,.,it. White Collar Crime: The Problem and the Federal Re-

sponse, p. 28. 

-3-
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and prosecute complex and sophisticated large scale frauds and their 

perpetrators. 

B. MAJOR WHITE COLLAR CRIME PROGRAM (1974-1978) 

By the fall of 1974, the major white collar crime program was 

discernible as a separate component of LEAA's organized crime program. 

From the fall of 1974 to October 1978, a somewhat divergent group of 

eight proj ects was funded under the program. Mirroring the general 

lack of knowledge and enforcement experience prevalent in the criminal 

justice community during this period of time, these major white collar 

crime enforcement projects varied considerably in terms of their basic 

legal au tho ri ty and jurisdic tion, governmental level 0 f sponsoring 

agency, organizational placement and autonomy, staffing, leadership, 

and the degree of dependence upon other, external authorities and re-

sources to accomplish fundamental investigative and criminal prosecu-

tive missions. 

Coupled with these variations, the projects, while maintaining 

major crime emphasis, also varied in terms of thrust. Some of the 

proj ects developed a general enforcement orientation, others a more 

specific focus on particular offenses and offenders. Variances also 

existed as to the projects' involvement with consumer level complaints 

in addition to a primary focus on large scale, conspiratorial white 

collar crime activities. In addition, one initial project solely in-

volved the development of a white collar crime intelligence capability 

designed to service external investigative and prosecutive agencies. 

-4-



The major white collar crime program in these initial years, 

1:. 1974-78, can be viewed as a period in which a moderate degree of lati-

tude was given in the selection and funding of projects, the common-

ality of which appears to include inter alia, the existence of sizable 

white collar crime activities and the identification of an appropriate 

grantee having an awareness, desire, and prima facie ability, at 

least, to mount a successful white collar crime enforcement effort. 

The absence of a separately structured and defined major white 

collar crime program during the initial years 1974-78 is not consid-

ered unique in view' of the then existing major voids in Y7hite collar 

crime enforcement experience, including the absence of a well defined 

body of literature. 

Al though initial program efforts were part of the ongoing LEAA 

Organized Crime Program, there is no indication that the organized 

crime program placed undue constraints on major white collar crime 

program or project development or direction, per se. For example; 

while infil~ration of legitimate business by organized crime may have 

been envisioned as one of the prevalent kinds of activities which 

should have been addressed by the major white collar crime program, 

the 1974-78 projects do not reflect the existence of any operational 

constraints in developing a project thrust based upon individual pro-

ject assessments of local economic crime activities. In fact, these 

early projects appear to have developed major white collar crime en-

forcement strategies and targets in much the same manner as was set 

out in the 1978 LEAA Decision Memorandum. 

-5-

C. MAJOR \\1HITE COLLAR CRIME PROGRAM (1978 REVISIONS) 

In October 1978, LEAA separated the major white collar crime com-

ponent from the organized crime program, giving it separate identity 

and funding as an initiative of the Office of Criminal Justice Pro-

grams (OCJP) • 11 The purpose of the program was stated as follows: 

To initiate statewide and local investigative efforts 
designed to detect, investigate, and prepare for the 
prosecution of major white collar crime offenses which 
significantly impact upon the community. Coordinating 
with prosecutorial and investigative offices, funding 
support will be given to agencies to mount substantive 
and highly technical investigations against major white 
collar crime offenses which are not being addressed by 
existing agencies. 

White collar crime was defined as follows: 

The term "white collar crime," the removal of which is 
the . ultimate objective of this program, is defined as 
an lilegal act or series of illegal acts normally com­
mitted by non-physical means and by concealment or 
guile, to obtain money or property, to avoid payment or 
loss of money or ~2operty, or to obtain business or 
personal advantage. 

Classification of a white collar crime as major was stated to de­

pend upon the following characteristics: 

••• the nature, size and seriousness of the offenses 
but will reflect such offenses as arson for insuranc~ 
fra~d, forced .ba.nkruptcy, infiltration of legitimate 
buslness by crlmlnal elements, procurement fraud and 
investment frauds. ' 

lID .. 
eC1Slon Memorandum to Implement the Enforcement Division's 

Major White Collar Crime Program, October 1978 (James O. Golden, et al 
to James H. Gregg). --

12Th;s d f • e inition differs from most commonly accepted white col-
lar crime definitions only in the qualification of "committed by non­
physical ~eans" by the insertion of the word "normally." While a con­
sensus eXlsts among authorities that white collar crime may result in 
harm which is violent (physical), most authorities, including the De­
partment of Justice, define the commission of such crimes as those 
committed by non-physical means. 

-6-
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were 

The compl~xity of major white collar crime enforcement efforts 

contrasted with traditional enforcement efforts as follows: 

Unlike many of the more traditional crimes of burglary, 
robbery, assaults and other physical crimes normally 
associated with Part I offenses, white collar crimes 
are often so sophisticated and well concealed that many 
of them go undetected. These characteristics are even 
more significant when attached to major white collar 
crimes, whereby such offenses often reflect profession­
ally constructed conspiracies relying on altered but 
legitimate records to disguise the offense. 

The formal establishment of the major white collar crime program 

in 1978, by its very nature, resulted in certain revisions in program 

strategy. 

While the classification of a white co.llar crime as "major" in 

the 1978 program retained the same latitude in funding and selection 

of proj ects as in earlier years, the perception of what constitutes 

major offenses has been revised upward at both the program and project 

levels as enforcement knowledge, experience, and capabilities in-

creased. 

The 1978 program differed substantially from the 1974-78 efforts 

in other respec ts. In the 1978 program there was an obvious shift 

away from supporting the basic development of white collar crime en-

forcement units (including initial staff acquisitions) to an exclusive-

focus on specific investigation~. This specific investigative focus 

presumed the existance of an enforcement capability generally non-

existent at the time of initial major white collar crime project 

funding. The rat'ionale provided for this change was to better ensure 

that the project's thrust, strategies, and resources would not become 

dilute:d and dispersed in response to an excessive range and volume of 

-7-
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investigative matters and complaints. Instead, the specific investi-

gations focus would better ensure a concentration of project resources 

on particular maj or offenses and offenders. This emphasis was also 

intended to prevent the dilution of enforcement staff expertise and 

resources experienced by projects which had initially undertaken broad 

gauged enforcement efforts. In addition, the program's focus on spe­

cific investigations ensured the continuation of prior programs' em­

phasis on formal investigative and prosecutive strategies, development 

of multijurisdictional working arrangements, and the availability of 

enforcement resources for sustained periods of investigations and 

prosecutions. 

The likelihood that the severity of the cutback in the funding of 

project personnel after the 1978 program's adoption was in part attri­

butable to the availability of program funds can only be surmised. 

Clearly, however, the shift of program focus to specific investiga-

tions implied an existing level of major white collar crime enforce-

ment capabilities. After 1978, project funding requests were, there-

fore, based upon resource needs to conduct specific investigative 

thrusts. This did not necessarily exclude the funding of project 

staff, but did strongly suggest that justification for staff funding 

had to be specifically grounded upon and germane to the requirements 

of the particular investigative efforts. The ten projects funded by 

LEAA under the major white collar crime program before and after the 

1978 adoption of a formal program are listed in Exhibit 1 in the order 

in which the projects were funded. 
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EXHIBIT 1 
LEAA CRIMINAL CONSPIRACIES ~~JOR WHITE COLLAR CRIME PROJECTS 

FLORIDA SECURITIES FRAUD IDENTIFICATION AND ENFORCEMENT PROJECT 

Securities Fraud Section 
Office of the Comptroller 
Tallahassee, Florida 

Grant /t75-DF-04-0007 
76-DF-04-0016 
7 B-DF-AX-O 11 0 

$ 99,000 
600,797 
271,OB6 

Period 09/01/74 to 01/31/76 
02/01/76 to 07/04/7B 
07/05/78 to 07/04/79 

PHOENIX WHITE COLLAR CRIME INTELLIGENCE PROJECT 

Phoenix Organized Crime Intelligence Unit 
Phoenix Police Department 
,Phoenix, Arizona 

Grant fI76-DF-09-0026 
77-DF-09-002B 

$277,706 
19B,200 

MASSACHUSETTS ORGANIZED CRIME PROJECT 

Office of the Attorney General 
Boston, Massachusetts 

Grant f/76-DF-01-0019 $394,795 
7B-DF-AX-0104 2l3,900 

Period 07/01/76 to OB/03/77 
OB/04/77 to 03/03/79 

Period 07/15/76 to 06/30/7B 
07/01/7B to 12/31/79 

NEW JERSEY HHITE COLLAR CRIME/TOXIC WASTE PROJECT 

Economic Crime Unit 
Division of Criminal Justice 
Department of Law and Public Safety 
Princeton, New Jersey 

Grant fI76-DF-02-0022 $375,000 Period 10/01/76 to 06/30/78 
7B-DF-AX-0097 449,970 07/01/7B to 06/30/79 
79-DF-;-AX-007B 199,995 07/01/79 to 11/1B/BO 
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TEXAS ImITE COLLAR CRIME PROJECT 

Office of the Attorney General 
Austin, Texas 

Grant fl77-DF-06-0002 
78-DF-AX-0075 

$211,275 
155,000 

Period 11/01/76 to 04/30/78 
05/01/78 to OB/31/79 

SAN FRANCISCO CORRUPTION CONTROL/SPECIAL PROSECUTIONS PROJECT 

Office of the District Attorney 
San Francisco, California 

Grant 1177-DF-09-001B 
79-DF-AX-0090 

$325,032 
293,60B 

Period 04/15/77 to OB/14/79 
07/09/79 to 01/0B/B1 

ALABAMA SECURITIES FRAUD DETECTION, IDENTIfICATION, & ENFORCEMENT PROJECT 

Alabama Securities Commission 
Montgomery, Alabama 

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

DELAHARE WHITE COLLAR CRIME PROJECT 

Office of the Attorney General 
Wilmington, Delaware 

Grant fI7B-HC-AX-0011 
80-CJ-AX-0044 

$350,496 
200,000 

MASSACHUSETTS PROCUREMENT ANTI-FRAUD PROJECT 

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

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

Special Commission Concerning State and County Buildings 
Boston, Massachusetts 

Grant tI79-DF-AX-0039 $299,507 Period 03/01/79 to 06/30/BO 

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

Office of the Prosecutor 
Indianapolis, Indiana 

Grant tl79-DF-AX-Oll1 
IIBO-CJ-AX-0041 

$ 66,344 
$100,000 

-10-
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CHAPTER II. THE NATIONAL EVALUATION 

A. THE EVALUATION GRANT AWARD 

In May, 1979, the National Institute for Law Enforcement and 

Criminal Justice (NILECJ) announced a Solicitation for preliminary 

proposals for an evaluation of the LEAA Criminal Conspiracies Major 

White Collar Crime Program. The purpose of the evaluation as stated 

therein was to determine the operational impact of the Program and the 

causes for variation in that impact. In September, 1979, NILECJ 

awarded the major white collar crime program evaluation to the Insti-

tute for Intergovernmental Research (IIR). (The NILECJ subsequently 

was reorganized as the National Institute of Justice.) 

:: B. EVALUATION GOAL, OBJECTIVES, AND RESEARCH DESIGN 

The stated goal of the national evaluation of the major white 

collar crime program, as set forth in the Solicitation, was to iden-

tify and describe those significant factors affecting the operation 

and success of agencies having a maj or white collar crime focus. 

The purpose of the IIR evaluation was to conduct both a process 

and impact evaluation of the five major white collar crime projects 

which were selected for intensive evaluation by the National Institute 

of Justice aft.~.r consultation with the LEAA program managers. In 

keeping with the requirements of the Solicitation, this national eval-

!uation is focused more upon the process aspects of the projects. 

IIR's evaluation philosophy is that evaluation research can be a 

valuable source of information for federal program managers seeking to 
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introduce innovation into operational environments, and for state and 

loc~l criminal justice professionals seeking to improve the way their 

agencies operate. 

Two purposes of the evalua~ion were envisioned by IIR: to evalu-

a te the technical as-pec ts of a program, and to provide potential crim-

ina 1 justice users with information to support the adoption of a 

similar program in their jurisdictions and/or to enhance program 

effectiveness once the program was adopted. 

Methodologically, six activities were planned and carried out in 

the IIR evaluation effort, as follows: 

o 

o 

o 

o 

o 

o 

Conduct a process evaluation of each project that 
focuses upon the issues of priority setting and 
strategy development. 

Conduct a process evaluation of the collection, 
analysis, and use of intelligence information and 
analyze the impact of intelligence in,formation on 
the investigative and prosecutive processes of each 
project. 

Describe the strengths and limitations of the legal 
au thori ties of the participating age'ncies and ana­
lyze their respective impacts upon each project's 
investigative and prosecutorial processes. 

Describe the relationship between the. participating 
criminal justice agencies and regula.tory agencies 
and analyze the impact of these relationships upon 
the ability of the project to carry out its mis­
sion. 

Identify other factors which have a significant im­
pact upon the operations of each proj1act. 

Review the cost effectiveness of the projects in 
terms of the arrest and conviction of white collar 
crime offenders. 

The program suggested in the Solicitation was fundamentally de-

signed to support the creation of major white collar crime enforcement 

capabili ties. This program focus is signifi':ant in terms of estab-

lishing the "starting points" of projects funded under the program. 
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While the LEAA major white collar crime program represented an 

important criminal justice initiative and a pioneer federal level ef­

fort, a number of state and local agencies were already in the process 

of responding to major white collar crimes at the time federal funding 

efforts commenced. Further; many other state and local agencies had 

already established impressive records of performance in organized 

crime enforcement, including the penetration of equally complex con­

spiracies, and the prosecution and conviction of important organized 

crime figures. Ma -If not most, of these other efforts had also ny, .L 

been supported by LEAA discretionary funds and/or state block grants. 

The IIR evaluation research design incorporated both the organi­

zational and programmatic diversities existing at the project level, 

as well as the diversities in project environments within which the 

program's intervention occurred. 

The above mentioned six evaluation activities were designed to 

answer the following ten research questions. These research questions 

were developed following extensive interviews with project personnel 

during ini t~a s~ te v~s~ s,.L .L .L . l' .. t -Interv-lews w-l th LEAA program monitors, 

from the examination of program documentation, and the examination of 

documents at all ten white collar crime projects: 

o 

o 

o 

o 

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

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

How does legal authority influence project imple­
mentation and effectiveness? 

How does resource availability influence proj ec t 
implementation and effectiveness? 
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o 

o 

o 

o 

o 

o 

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

How do prioritizations 'of enforcement effDrt influ­
ence project implementation and effectiveness? 

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

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

How does the application of intelligence techniques 
and intelligence/offense information influence pro­
ject implementation and effectiveness? 

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 incorpor-

ate the objectives of the evaluation. In addition, they also provided 

lit framework for the evaluation effort which r:-cognized the program's 

operational characteristics as well as the problems common to imple-

mentation in each project. Sufficient flexibility was also incorpor-

ated in the ten research questions to accommodate the diversities of 

the individual projects without adversely affecting either the conduct 

of the national evaluation, or the quality of research findings. 

The research questions, as related to the findings of the evalua-

tion, are addressed in the two succeeding chapters of this report. 

Those research questions that lent themselves to narrative descrip-

tions of the various project activities are set out in Chapter III, 

entitled: Reports on the Projects Selected for Intensive Evaluation. 

Those research questions which could be addressed in terms of statis-

tical data manipulations are also found in Chapter III and in Chapter 

IV, entitled: Interjurisdictional Comparisons. 
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C. EVALUATION METHODOLOGY 

1. Introduction 

Because of the magnitude and complexity of major white collar 

crime cases, only a comparatively small number can be handled effec-

tively by a single agency, particularly if compared to normal inves-

tigative workloads. This is also true of the number of case disposi­

tions in that a relatively small number of major white collar crime 

cases culminated in adjudication during the evaluation period of fif-

teen to eighteen months, due primarily to the length of time typically 

required for the investigation and prosecution of these ·cases. 

In addition, there has been an historical lack of acceptable data 

upon which project performance can be measured. In commenting upon 

this problem at the federal level, a Congressional subcommittee 

observed: 

There is no single,' centralized compilation of 
white collar crime statistics similar to the sta­
tistics on street crime.compiled by the FBI in its 
annual Uniform Crime Reports. Such statistics as 
are available are generally located in relatively 
inaccessible reports of the various regulatory 
agencies (e.g., the annual reports of the Internal 
Revenue Service or Securities and Exchange Commis­
sion) • The report of the American Bar Associa­
tion's Committee on Economic Offenses concludes 
that the federal government lacks both the neces­
sary mechanisms to measure accurately its own 
efforts against white collar crime and to assess 
the impact of such offenses qn the country as a 
whole. This report further concludes that the 
federal government has collected little data in 
this crime area, and the data which have been 
ga thered are of "questionable validity" because 
there are "no uniform standards for collecting 
economic crime data as among the relevant agen­
cies." 

In a footnote to their observation, the subcommittee commented as 

follows: 
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The Uniform Crime Reports do include arrest data 
on forgery, embezzlement, and fraud but the most 
accurate data reported, in terms of reflecting the 
true incidences of crime, are "crimes known to the 
police" which only include the seven "indexed 

. "f d crl.mes 0 mur er, rape, assault, robbery, t~r-
ceny-theft, burglary, and motor vehicle theft. 

The relatively small number of cases (only sixty atone site) 

which had been handled by the five projects (in comparison to other 

caseload activities of the sponsoring agencies), the extraordinary 

length of time between detection and adjudication (again, when com­

pared with other typical case activities of the sponsoring agencies), 

the lack of acceptable historical data, and the uniqueness and conse-

quent lack of representativeness of the individual sites, all tended 

to preclude sophisticated statistical analyses of data for the pur­

poses of assessing either cross-sectional or longitudinal impacts. 

Consequently, the evaluation research questions concerning both proc-

ess and impact were assessed primarily through reviews of program­

related documents and interviews with key personnel. Certain inter-

jurisdictional compa,risons were made, however, using simple but appro-

priate statistical techniques. Each of these techniques is discussed 

in the ensuing sections. 14 

13 
Op. cit. White Collar Crime: The Problem and the Federal Re 

sponse, pp. 12-13. 

14 . 
Thl.S type of research design could be characterized as an ex­

post-facto study or analysis. See Harris K. Goldstein. ResearcIi' 
Standards and Methods For Social Workers. Whi tehale Company, Wheel­
ing, Ill;1.nois, 1969 Revised Edition, pp. 76-77. Or see John Van 
Maanen. The Process of Program Evaluation: A Guide For Mana ers. 
National Training & Deve opment Service Press, Ivashington, D. C. , 
p. 58. 
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2. Sources of Data 

The general categories of information listed in Exhibit 2 were 

collected from various sources at each site. The case files were the 

primary source of data for the dependent variables. Most of the 

sources listed produced data for the independent variables, although 

there was some overlap. 

EXHIBIT 2 
TYPES OF INFORMATION COLLECTED 

Project host agency jurisdiction 
and authority 

Project structure 

Project case screening procedures 

Prosecution procedures 

Grant and budget data 

Personnel information 

Case referrals 

Case activity, including closings 

Case status information 

Case dispositions 

Criminal and civil penalties or 
sanctions 

Qualitative 

x 

x 

x 

x 

Quantitative 

x 

x 

x 

x 

x 

x 

x 

The first six categories were used as independent variables, 

while the others were the dependent variables shown in the r,esearch 

questions disc,ussed previously in this chaB;i:er. 
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The evaluation team conducted reviews and examined documents and 

reports pertaining to project development and operational activities. 

These methods of data collection are explored further in the remainder 

Df this chapter. In addition to project documentation and reports 

spe'cifica11y relating to LEAA funding, other available written infor-

mation was also reviewed. Included wi thin the scope of these other 

reviews were project investigation and prosecution logs, ~ase files, 

intelligence information files (as appropriate), special reports, 

assessments, and administrative documentation. 

Investigative case files consisted usually of a case jacket, a 

case opening memorandum, and other case memoranda. Among the other 

contents of case files were arrest reports, s~rveillance reports, re-

suIts of inquiries on subject individuals, organizations, vehicles and 

locations, arrest and search warrants, and case disposition informa-

tion. 

In addition, examination was conducted of correspondence relevant 

to project development, including multijurisdictiona1 relationships/ 

working arrangements, staff acquisition and training programs, annual 

reports, legal opinions, and such other documentation which directly 

related to project implementation and effectiveness. 

TI1e evaluation team conducted on-site interviews with key project 

personnel and representatives from external agencies participating in 

project activities. By reason of the legal, organizational, and oper-

ational diversities of the individual projects, interviews were appro-

priate1y tailored to each project. 

Interviews were conducted with project managers, supervisors, in-

vestigative and prosecutive/legal staff members, and administrative 
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personnel as deemed appropriate. In addition, participating agency 

personnel were also interviewed where applicable. These interviews 

primarily focused upon representative personnel of agencies with whom 

the projects had a formal and continuous working relationship; for 

instance, prosecutive personnel who worked regularly with a project 

sponsored by a regulatory agency, or personnel assigned to ,the project 

on a permanent basis. 

To a lesser extent , representative personnel of other agencies 

with whom the project may have had less formal relationships were also 

interviewed. Some of these interviews included representatives of 

ag!=ncies who provided offense information to a projee t, or who pro-

vided resources upon request, or agencies involved in project opera-

tional strategies to better ensure coordination of overall enforcement 

efforts. lncluded in this latter category of interviews were person-

nel of investigative or law enforcement agencies providing information 

or investigative resources, regulatory and licensing authorities, and 

other agencies possessing civil or criminal jurisdiction which over~ 

lapped or which could overlap into project enforcement areas, thus 

requiring mutually acceptable coordination mechanisms and/or agree-

ments. 

3. Site Selection 

The data collection process took place over a thirteen month per-

iod and involved two rounds of site visits. The first round, in late 

1979 and early 1980, involved visits to all ten white collar crime 

projects which were the candidates for intensive evaluation. Based 
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upon these initial site visits, an IIR report entitled Site Assessment 

Summaries lS was prepared and submitted to the National Institute of 

Justice and LEAA. The second round of site visits took place during 

the second half of 1980. A total of eighteen visits were made to the 

ten sites, with 143 staff days being spent on site trips. IIR staff 

spent an average of twenty-two days at each bf the five intensive 

study sites, and approximately seven days at each of the other five 

sites. 

The Site Assessment Summaries report was designed to be a compre-

hensive, descriptive assessment which could maximize the information 

available for site selection decisions. The report was prepared in 

draft form and subsequently furnished to each of the sites for review 

and comme'n t. All ten of the sites responded either orally or in 

writing. These responses were reviewed and the draft report was 

revised as appropriate with revisions incorporated ultimately into the 

final evaluation report. 

The five final sites were selected on the basis of project size, 

caseload, geographic location, representativeness, agency authority, 

and implementation experience (both successful and unsuccessful). The 

five sites selected for intensive evaluation, while differing in many 

of the noted selection factors, were not unrepresentative of the ten 

initial sites. The key selection criterion was whether the project's 

lSReed , William L., Emory B. Williams, E. Bruce Buckley, Robert 
G. Bowers, and Andrea G. Lange. Preliminary Major White Collar Crime 
Program Site Assessment Summaries. Institute for Intergovernmental 
Research, Tallahassee, Florida, 1980. 

-20-



------- --- -

experiences could be generalized into descriptive information useful 

to the learning experiences of other agencies. 

Because of the small number of sites, geographic balance and 

governmental levels could not be determining factors in site selec-

tion. Also, data availability proved to be a uniform problem area at 

most sites and could not be used as a major determinant in selecting 

the final sites. Two of the sites were eliminated because of their 

uniqueness: the Massachusetts Special Commission Concerning State and 

County Buildings, which did not significantly refer cases for prosecu-

tion until the close of the project, and the Texas Attorney General's 

White Collar Crime Unit, whieh dealt primarily with civil violations. 

The five sites that were selected best represent the different 

kinds of proj ec ts in the program. They are comprised of both regula-

.. (: 
tory and criminal justice sponsoring agencies. New Jersey's project 

was located in an agency with a strong record of achievement and per-

formance with regard to other programs. Delaware's project ex-

perienced serious initial difficulties but was successfully reorgan-

ized under a newly elected official. The Massachusetts project was 

located in a criminal justice agency with authority typical of similar 

agencies in many other states. Alabama's project was located in a 

regula tory agency which handled a broad white collar fraud caseload, 

while the Florida project addressed a comparatively narrow white 

collar fraud problem of considerable magnitude and local importance. 

-21-

4. Hethod of Data Collection 

A set of data collection instruments was developed to guide eval-

uation team interviews of key project personnel to elicit responses to 

the ten research questions (independent variables) posed in the 

Design. 

In preparing these instruments, the evaluation team first pre-

pared a lengthy list of over 100 questions pertaining to the ten re-

search questions. Next, the team listed likely key staff positions in 

each of the projects to develop an array of potential intervie~yees. 

This list was then refined to ensure uniformity of interviewees among 

all sites selected for intensive evaluation. The initial set of in-

terview questions was then refined and further consolidated for sim-

plici ty and clarity. Following this process, the team reviev7ed each 

of the questions and noted the logical interviewees for each. At 

least two interviewees were deemed necessary for a response to each 

question in order to improve reliability of the information gathered. 

Following this listing, the potential interviewee list was 

reviewed to ensure that appropriate project personnel (in terms of 

authority, duties, etc.) were being selected and that both policy and 

line levels of personnel would be interviewed. 

Finally, the team tested the approach by selecting certain sites, 

identifying key staff members, and selecting the appropriate questions 

for each individual in terms of project position, authority, and 

duties. In addition, the numbers of questions per individual were 

reviewed to ensure that no single position or staff member would be 

overburdened unnecessarily in the course of the site interviews. 
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On site, appropriate questions were assembled and packaged for A case information worksheet was developed to capture individual 

interviews of key personnel. This flexibility allowed for the tailor- case data at each of the sites. To ensure the reliability and valid-

ing of the interview format to the particular organization and staff- ity of the case information collection device and the other collection 

ing which exists at each site. The interviews of key personnel to- instruments, emphasis was given in the construction of the instruments 

gether with the other data collection instruments also allowed for the to field tests, analysis, revisions, and training of evaluation staff 

maximum collection of cross-site data and information even though the in their use. One evaluation team member supervised all data collec-

projects are very diverse. tion activities on and off site. 

Three other data collection instruments were designed to capture The case information worksheet was designed to collect quantita-

variables such as funding information, organizational information, tive data at several points in the white collar crime case processing. 

administrative data, and case activities for each grant period of the Exhibit 3 indicates the data collection points and the related case 

individual projects. The three separate instruments are as follows: processing stages. 

\-lCC Project Grant Summary, which focused upon the pr)ject's When more than one member of the evaluation data collection team 

staffing and funding sources. was filling out the case form worksheets, the data collectors were 

WCC Project Overview, which collected important information physically located together.' Thus, any interpretation decisions were 

relating to the project's legal authority, jurisdiction (geographic), immediately rendered and communicated. The IIR data collection super-

organizational structure, screening processes, and the criminal prose- visor reviewed each of the completed instruments on site for uniform-

cution of cases. ity and clarity. 

WCC Project Case Activity Counts, which collected case activity After the review of data sources the required information was 

information. This instrument specifically addressed data collection entered on the instrument. Usually, one data source was exhausted and 

needs relating to sources of project investigations, case openings and then another data source was used to complete information require-

closures, and case disposition and adjudicative data. ments. Site agency identification numbers were marked on data sheets 

The broad diversity among the sites identified in the descrip- to assure consistency between data sources. Any discrepancies between 

tions of project operational characteristics, jurisdiction, and au- and among data sources were brought to the attention of site agency 

thority contained in the Site Assessment Summaries was also found to personnel and rectified. 

exist in the reporting practices of the individual projects., and to Limited interpretation of source data was sometimes necessary. 

some extent variances were found to exist in case documentation prac- In each instance, a policy decision was made and data collectors were 

tices and content within the sites. informed ,(for example, that suspended sentences were to be categorized 
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as probation). Where data interpretation was consistently necessary, 

the data collection instrument was generally revised to aid the inter-

pretation decision. Although some of the sites were in various stages 

of developing automated management information systems, none of the 

sites had an automated case information" system which could be used in 

the collect10n of case data. Thus, all collec,tions of case data were 

conduc ted manually. As available, proj ec t technical case data were 

supplemented by other sources such as complaint logs, arrest logs, 

court disposition and sentencing records, agency management records, 

grant management documentation, and by descriptive data such as inter-

views with key investigative, prosecutive, and management personnel. 

Although most of the data utilized were self-reported by project agen-

cies, these existing aggregated data bases were maintained for inter-

nal management purposes, and not developed for purposes of this evalu-

ation. 

Agency staff at each site were extremely cooperative and helpful 

in directing data collectors to data, but were not involved in com-

pleting the primary data collection instruments. 

Each of the data gatherers had relevant background and experience 

in the subject area of the project. The data gatherers were also ex-

perienced and educated in the fields of law.enforcement and/or prose-

cution. Thus, their interpretations were made on an informed and uni-

form basis. 
. 'te 

Some of the data at one site was not used for purposes of the 

computer analysis. In Delaware, two separate blocks of "backlogged 

cases" were not" included in the processed data. These "cases," deal-

ing with unemployment fraud and welfare fraud, were considered to 
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involve insufficient work volume per case when compared to the cases 

of other projects and to other Delaware project cases to warrant full 

"case" status. They are tr t d th f . ea e, ere ore, ~n summary fashion as a 

group. 

The technical case data collection device was a check-list type 

instrument that charted the legal and judicial steps through which 

each case proceeded. The technical data obtained covered the follow-

ing eight variables, four of which have been further broken down into 

two categories for each case: "individuals" and "0 rganiza tions. " 

For each case: 

o method by which complaints were received 

o source of referral 

o time elapsed between the case opening and disposal 

o method of closure 

For individuals and organizations: 

o charging action taken 

o charges filed 

o dispositions 

o penalties 

If a particular case involved more than one individual or organ­

ization, or multiple disposition actions, each was noted. Thus, the 

total number of individuals and organizations involved exceeds the to­

tal number of cases, and the total number of disposition actions (such 

as convictions) exceeds the number of cases in which they occurred. 
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5. Method of Data Analysis 

Descriptive, narrative information was analyzed to focus upon the 

differences between planned and actual project. operations. Where 

available, base line data and pre-project measures were utilized in 

this analys is. The evaluator made a conscious decision'CG examine 

every white collar crime case file in each of the projects to maximize 

the collection of a rich and potentially productive base of technical 

information and quantitative data. 

Da ta provided by the technical data collection instrument de-

scribed above have been tabulated into categories for each variable 

and cross tabula ted for each variable by each site. Frequency counts 

and percents of cases (and where appropriate of individuals and organ-

izations) were computed. Using these statistics, three kinds of 

analyses were made: 

0 Comparisons among categories of each variable within 
a site 

0 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 legal 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 

are considered, along with rival causes and possible external influ-

ences. 

What occurred at each site was considered unique and unlikely to 

be repeated at another place' or another time. This had led to the 
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decision that the various sites could not be considered samples from a 

particular population or universe. Thus, no tests of statistical sig·-

nificance have been made of differences found. Instead, in the in-

terests of conservatism, only major differences were reported and com-

mented on. In addition, the collection of data in all 1,068 project 

cases is also considered to add to the relL":\bility 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 determined by relating the effects found by 

the. foregoing methods to the data obtained by case studies of each 

site on the following independent variables: 

o pre-existing environmental conditions 

o types of white collar crime 

o legal authority 

o resources available 

o overall enfor.cement strategy 

o priorities of the enforcement agency 

o planning and carrying out investigations and prosecutions 

o cooperation with other criminal justice and regulatory agen-

cies 

o application of intelligence techniques 

o costs in terms of arrests and convictions 

The data on these latter variables are primarily qualitative 

. rather than q~antitative. Study of effectiveness is, therefore, based 

on a content analysis rather than statistical analysis of these 
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topics. In carrying out this content analysis, operationally defined 
CHAPTER III. REPORTS ON THE PROJECTS SELECTED FOR INTENSIVE EVALUATION 

terms and the careful training of data interpreters is considered to A. OVERVIEW 

increase the reliability and validity of conclusions. 
The five project sites selected for intensive evaluation by the 

National Institute of Justice are described in detailed reports in 

this chapter. 

These project reports have been drawn from investigative case 

data and narrative data obtained during site visits, interviews of 

both project and program personnel, and from reviews of program docu-

mentation. 

All five of the projects were disparate in the manner in which 

each organized and implemented the major white collar crime program. 

While all of the projects addressed issues relating to legal author-

ity, enforcement strategies, resource/skills needs, and criminal jus-

tice/civil sanctions, wide variances were found in the importance 

given to these issues. Equally wide variances were found in the man-

ner in which they were addressed in project implementation. Divergent 

and unique circumstances were identified which led to the initiation 

of the individual projects. The more dominant influences on project 

development ste1l1ll!~d from the legal authority, jurisdictional scope, 

and enforcement capabilities of the project sponsor. A major influ-

ence on p~oject implementation was found to result from the extent to 

which each project was prioritized and incorporated into -the regular 

enforcement structure of" the sponsoring agency. Two of the projects 

initially experienced serious problems in program implementation; how-

ever, through reorganization and reorientation, and with the assis-

tance and support of the LEAA program managers, these projects were 

¢ able to establish productive enforcement capabilities by the comple-

tion of their initial federal funding periods. 
(\ (I 
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While mUltiagency cooperation was found to be a major factor, 

such cooperation most often existed in the detection and/or investiga-

tive stages serving either as the mechanism for the referral of cases 

to the project, or as a mechanism facilitating the referral of project 

~. cases to other agencies. Thus, in those projects wherein the sponsor-

ing agency was a regulatory authority, interagency liaisons as well as 

case referral policies and processes were developed to obtain criminal 

f. prosecutions in project cases initially investigated under the author-

i ty of the regula tory agency sponsor. On the other hand, in those 

projects wherein the sponsor was a criminal justice agency, the utili-

zation of regulatory, and other governmental agencies, as sources for 

complaints and investigative lead information was equally significant 

to those projects' operational activities and outcomes. No instances 

were found wherein case management responsibilities were shared, and 

there were few instances of sharing even on an individual case basis. 

The primary purpose, therefore, of multiagency agreements appeared not 

to extend project authority per~, but rather to ensure the coordina-

tion of enforcement efforts to expand the scope of project cases and 

referrals, and in some of the projects, to provide the project with 

expanded investigative capabilities. 

Both the respective sponsoring agency's management and the pro-

ject staff's extent of prior experience in conducting criminal conspi-

racy investigations and prosecutions, and the degree of formality of 

interagency agreements, were found to be important influences in suc-

cessful project implementation and outcomes. Although the investiga-

tive procedures and processes utilized by the projects were not uni-

form, all of the investigative cases at each site were examined. 
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In the reports of the five project sites which follow , emphasis 

has been given to describing the backgrounds and the origins of the 

projects and the projects' implementation processes, including inves-

tigative and prosecutive policies and procedures. In addition, data 

analysis of case outcomes reflects the range of criminal adjudica-

tions, civil penalties or sanct';ons, and d " . • a m~n~strat~ve actions util-

ized s as well as resultant impacts. F f or purposes 0 reader clarifica-

tion, the term "report" is used instead of the evaluation term "case 

study" because of the common use of the word "case" in this report. 
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B. WHITE COLLAR CRIME/TOXIC WASTE PROJECT - NEW JERSEY DIVISION O~ 
CRD-lINAL JUSTICE 

1. Project Initiation and Background 

Pre-existing Conditions 

During the mid to late 1960's, a series of New Jersey legislative 

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

initiatives, including the findings of a legislative investigations 

commission, identified the need to develop effective st.atewide en­

forcement capabilities to combat organized crime and corruption within 

the state. 
As a result of these initiatives, a series of major crim-

inal justice reforms occurred in New Jersey in the late 60's and early 

70's, including the creation of the Division of Criminal Justice as a 

state level investigation and prosecution agency under the Attorney 

General. 

Following the implementation of the statewide grand jury system 

in 1971, the Division of Criminal Justice commenced state level inves-

The 
tigation and prosecution of organized crime and corruption cases. 

division's assistance was also sought to prosecute criminal violations 

detected by state regulatory agencies. Prior to the division's crea­

tion, 
state regulatory agencies had been solely dependent upon the 

willingness of local prosecutors to prosecute their cases. 
The refer-

ral of regulatory cases to the division was facilitated by the fact 

that the Attqrney General had traditionally represented the regulatory 

agencies in civil litigation. 

Once the prosecution of regulatory cases began, it became readily 

app'arent to the division's staff that many of the referred cases sug­

gested a wide' range of complex fraudulent schemes beyond those viola­

tions initially detected and referred. Further, many of the referrals 
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were found investiga tively deficient due to the regulatory agencies' 

lack of criminal investigative and prosecutive orientation. In re-

sponse to these findings~ two attorneys and three investigators were 

assigned by the division to process regulatory agency cases. It was 

soon realized, however, that the five-man unit could not handle the 

increasing volume of regulatory case referrals. 

As the prose,cutive capability to handle these cases increased, 

particularly in fraud areas, existing organized crime intelligence 

systems were found inadequate for most white collar crime enforcement 

needs. Although the state regulatory agencies did not possess the 

analytical ability to .utilize intelligence data to support criminal 

investigations and prosecutions, most white collar crime intelligence 

and lead information was located in their files. 

The division further recognized that not only was there a need 

for additional legal and investigative resources to handle the volume 

of regulatory agency cases, but that the complexity of cases also re-

quired an array of prosecutive and investigative skills in addition to 

those found by the division's organized crime and corruption enforce-

ment experts. 

Of particular importance was the identified need for an investi-

gation and prosecution staff skilled in investigative accounting, 

financial and business systems and practices, and knowledgeable in the 

statutory laws and authorities governing major white collar crime con-

spiracies. 

Based upon these resource needs deemed essential to an effective 

white collar crime enforcement effort, the division applied to 'LEAA 

for major white collar crime discretionary funding in 1976. Three 
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LEAA grants were awarded over a fifty month period totalling slightly 

over one million dollars. The first grant was awarded to create a 

, b 'I' t the second to con tinuemaj 0 r major white collar cn.me capa ~ ~ y; 

white collar crime enforcement efforts and also to provide an enforce­

ment focus on toxic waste investigations; and the third to continue 

the toxic waste enforcement effort. 

Legal Authority 

was 

The initiation of the New Jersey Major White Collar Crime Program 

primarily influenced by the development of the statewide prosecu-

tive authority of the New Jersey Attorney General. The Criminal Jus­

tice Act of 1970 further strengthened this authority with the legisla­

tive creation of the Division of Criminal Justice, a division of the 

Attorney General's Office. 

The 1970 legislation provided that all functions, powers, and 

duties of the Attorney General, as the chief :aw 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. The Attor-

ney General and the county prosecutors are appointed by the Governor 

and not independently elected. The 1970 Act provided for the Attorney 

General, in response to the written request by county prosecutors, to 

render assistance in the conduct of any criminal,investigation or pro­

ceeding. The legislation also provided for supersession authority 

upon the written request of the Governor, a grand jury, or the assign­

ment judge of the Superior Court for any county. 
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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 (N.J. Rev. Stat. 2A:73A-1 et seq.), the first state 

statute of its kind in the United States. This legislation authorized 

the Attorney General or the director of the division to convene state­

wide grand juries and to initiate or intervene in local prosecutions 

when the interest of the state so required. 

TI1e Attorney General's authority, however, extends beyond that of 

the Division of Criminal Justice. In addition to the division, the 

Attorney General also has 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. 

Institutionalization 

The major white collar crime project enforcement capability, ini­

tially created with LEAA funding, has been fully institutionalized in 

the Economic Crime Section of the Division of Criminal Justice. In 

addition, prior to the conclusion of the initial grant, project funded 

prosecutive and investigative staff had been largely augmented by 

state funded investigative and prosecutive personnel. At the end of 

the second grant in 1979 all project staff positions had been deSig­

nated as permanent positions in the division's state budget with the 

exception of federally funded positions in the toxic waste investiga­

tions and prosecutions unit. This unit had been separately funded un­

der the second grant in 1978 and a third continuation grant (1979-

1980). Upon the expiration of current federal funding, the project's 
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toxic waste unit will also be fully institutionalized and state 

funded. 

2. Grant Overview 

Three major white collar crime program grants have been awarded 

to the Ne'i7 Jersey Division of Criminal Justice. The first grant, in 

the amount of $375,000 (76-DF-02-0022), covered the period October 1, 

1976, to June 30, 1978. The second grant covering the period July 1, 

1978, to June 30, 1979, was in the amount of $449,970 (78-DF-AX-0097). 

The third grant award amounted to $199,995 (79-DF-AX-0078) for the 

period July 1, 1979, to November 18, 1980. Total project funding 

amounted to $1,024,965. 

3. Project Goals and Objectives 

Goals 

The following sets of goals mirror the development of the pro-

ject's major white collar crime enforcement capabilities from its in-

ception (1976) through institutionalization (1979), and the develop-

ment of the enforcement focus on toxic waste violations in 1978, in-

cluding the con.tinuation of funding of the toxic waste enforcement 

efforts in 1979. 

. In the first grant period (1976-78), the goal of the project was 

stated as follows: 

o To investigate and prosecute white collar criminals 
as part of the activities of the state enforcement 
bureau and to provide the technical expertise which 
ts presently lacking within the Division of Criminal 
Justice to effectively penetrate deeply into the 
more complex and potentially sinister white collar 
offenses engaged in by the elements of organized 
crime, and by vigorous prosecution inhibit the 
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lows: 

growth of organized crime involvement with legiti­
ma te business. 

This goal was predicated upon four "findings" summarized as f01-

o That organized crime involvement in legitimate busi­
ness is on the increase in New Jersey. 

o That white collar crime has received relatively lit­
tle attention in New Jersey. 

o That there is a need and a desire in New Jersey to 
mount an aggressive and determined drive against 
whi te collar criminals with a view to reducing the 
incidence of such crimes and organized crime's influ­
ence in legitimate business. 

o That the complexities of white collar crime requires 
the development of staff with special skills in this 
area. 

In addition, specific performance and impact goals were estab-

lished and stated in the second grant application. In terms of the 

continuation of original project efforts, these were stated as 

follows: 

o It is the goal of the WCCIU that during the next 
funding period five major indictments will -be re­
turned with one developed from the unit's proactive 
efforts. In addition, it is hopeful that two ana­
lysts will be retained during the first six months 
of the continued funding period and by the end of 
the period they will be fully trained and developing 
information; as it relates to organized crime's in­
volvementwith legitimate pusiness. 

o It is hopeful that at the end of the project period 
New Jersey ~~ll have further developed and institu­
tionalized sophisticated investigative techniques 
necessary for the investigation and prosecution of 
organized economic crime and that these techniques 
will be shared with other law enforcement agencies. 
It is the goal of the WCCIU to limit the danger to 
the public and economy by aggressive actions in the 
area of white collar crime and by the development of 
significant cases in select areas. Finally, it is 
hopeful that an adequate intelligence system will be 
established which will be capable of more fully 
defining organized crime's involvement with legiti­
mate business. 
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In terms of the toxic waste enforcement effort, the performance 

and impact goals were stated as follows: 

o During the initial funding period the project will 
endeavor to enlist the resources available within the 
Division of Law of the New Jersey Attorney General's 
Office, State Police, the Department of Environmental 
Protection, Public Utilities Commission, county pro­
secutors, and local police and fire departments. The 
project will endeavor to enter into a formal agree­
ment with the New Jersey United States Attorney's 
Office and relevant federal agencies as to the joint 
investigation and prosecution of those who are engag­
ing in illegal disposal of toxic ch~mica1 waste. 

o It is also the goal of the project to develop at 
least one training course designed to educate parti­
cipating agencies in successful investigation tech­
niques. An additional goal of the project will be 
the development of an intelligence system designed to 
r.evea1 true ownership and interest in both the cor­
porations and land areas involved in the illegal dis­
posal of toxic chemical waste. 

o It is hopeful that during the initial funding period 
at least two major prosecutions will be developed. 

o The major goal will be to increase the number of pro­
secutions for the illegal disposal of toxic chemical 
wastes. It is hopeful that with the development of 
an effective investigation and prosecution program 
the parties behind the corporate entities and busi­
ness entities responsible for this problem will be 
identified. MOre particularly, most important is 
that the scope and potential for public 'harm be 
clearly defined. It is the goal of this project to 
increase the public awareness to this problem and 
~n1ist their cooperation. 

In 1979, a third grant was sought to continue to fund the Toxic 

Waste (Unit) enforcement effort since the other elements of the pro-

ject had been institutionalized and assumed under the division's state 

budget. A performance goal was stated in support of the continuation 

of the Toxic Waste Investigations/Prosecutions Unit: 

o It is the specific goal of the T. W. I. P. to develop 
during the next funding period five significant 
cases in which indictments will be returned by the 
State Grand Jury. In addition, it is anticipated 
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that the two Intelligence Analysts assigned to the 
program will continue to develop information as it 
relates to organized crime involvement in both 1egi­
tima te business and conspiracies of an organized 
nature involving the dumping of toxic waste. 

Objectives 

Since the initial grant was designed to create a major white 

collar crime enforcement capability as a new endeavor, specific mea-

sureab1e objectives were not established. Rather, it was determined 

that one of the major tasks resulting from the project's creation 

would be the development of a base of information from which specific 

objectives could be derived in later phases of the project. 

In 1978, a second grant was awarded to continue the enforcement 

efforts begun under the first grant. The continuation grant objec-

tives were stated as follows: 

o It is the objective of the WCCIU to continue its 
efforts in assuring that sophisticated organized 
economic crime is investigated to the degree neces­
sary by an experienced and trained investigative 
unit. Also, it is the WCCIU objective to co.ntinue 
and further refine its liaison with the various state 
law enforcement agencies and state agencies so that 
there is a full sharing of information as to poten­
tial white collar crime. 

o However, the prime objective is the expeditious and 
effective development of cases presently under inves­
tigation by the WCCIU accompanied by aggressive 
activity in areas outlined for proactive investiga­
tion. Closely connected to this prime objective will 
be the development of intelligence information to the 
degree where a proper analysis can be made as to or­
ganized crime's activity in the area of legitimate 
business. 

In addition, specific funding for toxic waste investigations was 

also requested in the second grant application. Five specific objec-

tives were stated in support of toxic waste enforcement efforts as 

follows: 

-41-



I( 

It 

o Establish a statewide system to detect and apprehend 
viola tors who illegally dispose of chemical waste. 

o Concentrate this effort in the most densely popula­
ted areas of the state. 

o Create legislation to more effectively penalize 
those who illegally dispose of toxic chemical waste. 

o Adequately staff, equip, and train personnel respon­
sible for the investigation and prosecution of of­
fenders. 

o Create a public awareness of the problem in order to 
enlist their assistance in keeping these toxic 
wastes out of the environment. 

Three specific objectives were stated in support of the 1979 con-

tinuation grant for the Toxic Waste (Unit) enforcement effort: 

o Continued expansion of a statewide system to detect 
and apprehend viola tors who illegally dispose of 
chemical waste. 

o To maintain an adequately staffed, equipped, and 
trained unit responsible for the investigation and 
prosecution of offenders. 

o To continue to create a public awareness of the pro­
blem in order to enlist the public's assistance in 
keeping toxic waste out of the environment. 

4. Project Organization, Structure, and Staffing 

The New Jersey project was initially designated the White Collar 

Crime Investigation Unit (WCCIU) and was organizationally placed with-

in the Enforcement Bureau of the division. In addition to the WCCIU, 

four other units also existed wi thin the bureau which had specific 

responsibilities for cases involving medicaid and employment, fraud, 

and dr\lg enforcement .• In addition, the division also maintained 

bureau level organizational elements with responsibility for organized 

crime and corruption enforcement. 
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The division had reeognized in its pre-project experiences that 

investigative accounting was a necessary ingredi~nt to the successful 

prosecution of fraud cases and that the emphasis upon evidence ob-

tained from subpoenaed records required investigators oriented towards 

financial and record analysis and review. Furthermore, the division's 

prior experience with organized crime and other major criminal con-

spiracies clearly demonstrated that joint prosecutive/ investigative 

teams afforded the best opportunity for efficient and effective inves-

tigative case management and successful prosecution. Therefore, when 

staffing the project, experienced prosecutive staff, investigative 

accountants, and criminal investigators WerE! combined to establish 

white collar cride enforcement teams under the management of prosecu-

tors. 

The LEAA funded white collar crime unit created in 1976 was com-

prised of three attorneys, all of whom had prosecutive experience, and 

five investigators having investigative accounting and/or auditing ex-

perience. This unit also had one field investigator and two secretar-

ial support personnel. All of these positions were LEAA funded. This 

was the first time the division had the capability to assign investi-

gative accountants to conduct white collar crime investigations other 

than in medicaid fraud losses. 

During the first grant period (1976~78), the volume of cases re-

ferred to the unit was larger than anticipated, and overwhelmed the 

unit's intended capability to carefully screen cases and conduct 

extensive investigations. As a result, an additional four attorneys 

and five investiga tors, all state funded, were assigned to the pro-

ject. 
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By the time of the third grant application to continue the toxic 

waste unit, the Economic Crime Section was comprised of a section 

chief (attorney), a supervising investigator, and three separate units 

as follows: 

o 

o 

o 

General Fraud Unit - 7 attorneys and 14 inves­
tigators (8 of which are investigative account­
ants). 

Unemployment Fraud Unit - 1 attorney and 2 in­
vestigators (major fraud cases), and 3 attor­
neys who handle municipal court (primarily 
restitution) cases for employment security 
violations. 

Toxic Waste Unit - 2 attorneys, 1 i'ilvestigator, 
1 accountant, and 1 intelligence analyst 
assigned to the New Jersey State Police. 

These staff complements did not originally reflect trial staff 

since most project trial activities were separately performed by 

attorneys assigned to the division's trial section. However, follow-

ing the reorganization in 1980, cases were assigned on a vertical 

prosecution basis and, present;Ly, the Economic Crime Section fully 

prosecutes its own cases with tht:' originally assigned attorney hand-

ling the case from investigation through trial. 

In the 1978 continuation grant, two project funded intelligence 

analysts were assigned to the state police, with one analyst physical-

ly located within the project. The purpose of this latter analyst was 

to provide strategic and tactical information to the project regard'ing 

toxic waste investigations. The analyst located at state police head-

quarters was assigned to enhance state police organized crime intel-

ligence support on organized white collar crime activities, including 

the infiltration of legitimate business. 
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The division was reorganized in 1978 Clnd again in 1980, after 

experiencing vast growth in case volume and professional staffing. 

The 1980 reorganization structure is shown in Exhibit 4. 

EXHIBIT 4 
NEW JERSEY PROJECT ORGANIZATIONAL STRUCTURE 

Division of 
Criminal Justice 

-r 1 I 
Investigations State Administrative Operations 

Bureau Grand Jury Section Bureau 

Antitrust Trial '-- Section Section t--

Health 
- Services General Appellate 

r--"'" 

Section Fraud Section r----

Economic Prosecutors Toxic 
~ Crime Supervisory r--Haste Section Section 

. 
Special 

Employment Educational & 
~ Prosecutions ""- Legislative Security r--

Section ~ervices Sec tim 

The project is managed by the director and deputy director of the 

division. The chief of the Economic Crime Section is delegated re-

sponsibility for the day-to-day management of all project investiga-

tions and case ac tivi ties. Considerable la ti tude is granted to the 

sections in the management of their assigned responsibilities. Admin-

istrative support is provided to all sections from the separate Admin-

istrative Section which reports to the division director. 
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Project staff was drawn from a variety of backgrounds and experi-

ence levels. Prosecutors averaged five years experience with the 

division or local prosecutive offices. Investigative personnel were 

recrui ted from federal agencies, local prosecutors, and state law 

enfo rcemen t agencies. The New Jersey Department of Law and Public 

Safety has competitive compensation programs which have enabled it to 

develop a career professional staff and to achieve a high degree of 

retention among its empl9yees. 

Beginning in 1976 with initial funding, the project emphasized 

staff development utilizing structured on the job training as well as 

internal and external training programs. Project personnel received 

training at the national and regional level from the National District 

Attorneys Association via various economic crime seminars. In addi-

tion, personnel received specialized white collar crime training from 

the Federal Bureau of Investigation, Internal Revenue Service, Bat-· 

telle Institute, and the Corne~l Institute on Organized Crime. 

Primary training support was provided by the Department of Law 

and Public Safety through the division's prosecutors supervisory sec-

tion and by the,New Jersey State Police. In this regard, it should be 

noted that in-service professional development and training, including 

economic crime courses, were regular ac tivi ties of the division and 

its parent Department of Law and Public Safety. Team assignments were 

made based upon the needs of particular cases and expertise of avail-

able staff. The volume, diversity, and authority of the project 

allowed for assignment of personnel in a manner designed to increase 

the experience and competence of the staff, commensurate with sound 

case management and criminal prosecution. The division currently 
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consists of approximately 110 prosecutors and ninety investigators 

which allows for career development within the division. The assign-

ment of approximately thirty-three attorneys and investigators to the 

Economic Crime Section allows for considerable exposure and experience 

within the section itself on a wide variety of white collar crime and 

toxic waste case assignments. 

5. Project Operations 

In response to the volume of project cases and the number of 

agencies referring cases to the project during its first twenty months 

of operation, the Attorney General established formal procedures 

governing the referral of all cases to the Enforcement Bureau. 

Initially, written procedures were developed for banking, securi-

ties, and real estate regulatory agency referrals. These written 

procedures formalized referral mechanisms, provided legal interpreta-

tions to guide the referring agency, provided for expedited referrals, 

and established feedback policies and procedure.s on case status and 

disposition. The formalizing of interagency case referrals has 

evolved to include all other agencies (including specific policies 

governing environmental agencies regulating toxic waste). More 

recently, written agreements have also been developed to formalize 

case management and complaint referral procedures between the United 

States Attorney and other federal agencies and the division (described 

in the Case Investigation and Management section of this report). 
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Case Types 

A review of the 613 project cases indicated the following major 

types of white collar crime activity: 

o General Frauds - Rela ting to banking, insurance, 
industry related crimes, and other violations 
detected by the various regulatory agencies, boards, 
and commissions of the state. 

o 

o 

Employment security - Relating primarily to frauds 
involving unemployment compensation together with 
other violations of the New Jersey labor and indus­
try laws. 

Toxic Waste - Relating to violations pertaining to 
the storage and/or disposal of hazardous wastes. 

Case Origins 

The New Jersey project, by reason of its organ.izational placement 

within the Division of Criminal Justice, receives the bulk of its com-

plaints and investigative referrals from other state agencies, parti-

. cularly state regulatory agencies. To a lesser degree, cases are also 

received, or developed, through liaisons with private businesses and 

associations, including the Insurance Crime Prevention Institute. Pub-

lic Service Electric and Gas Company, the New Jersey Bankers Associa-

tion, and the New York Stock Exchange. 

In addition, federal agencies~ notably the United States Attorney 

and the Securities and Exchange Commission (SEC), have also been 

sources of project cases. Citizen complaints are also received by the 

project. Investigative matters are routinely referred by other agen­

cies of the Department of Law and Public Safety, including the New 

Jersey State Police, Division of Consumer Affairs, and from law 

enforcement authorities of other states. Project initiated cases and 
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referrals from other sections within the Investigations Bureau account 

for a part of the project's case load. 

Table 1 displays the primary sources for New Jersey's 613 project 

cases. The table indicates that regulatory agencies referred nearly 

five out of ten of the cases. Private individuals and organizations, 

other executive branch agencies (those with no regulatory functions), 

and criminal justice agencies contributed nearly five out of ten of 

the cases. Consumer agencies and the state legislature did not refer 

a significant number of the investigations to the project. 

Table 1 

New Jersey 
(N=573) 

Primary Sources of Project 
Sources 

Regulatory agency 

Private individual 

Other executive agency 

Criminal justice agency 

Private organization 

Project initiated 

Consumer agency 

State legislature 
TOTAL 

Cases 16 

% of Cases 

49 

18 

12 

9 

8 

3 

1 

a 
100 

16 
In Table 1 and all following tables, data in some of the cases 

were of unknown origin or derived from "other" sources, or source in­
formation was missing. Per cents shown are of cases for which data 
was available. On some of the variables, unknown or "other" ranged 
from five per cent to twenty-two per cent of the total data. In addi­
tion, table totals sometimes add to less or more than 100 per cent due 
to the rounding ·off of percentages to whole numbers. 
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Case Receipt Hethods 

Of the project's 613 cases, approximately eight out of ten were 

received in written form, the bulk of which were formal memoranda from 

state agencies, and one out of ten were from telephone contacts. 

Table 2 displays these results. 

Table 2 

New Jersey 
(N=590) 

Case Receipt Methods 
Methods % of Cases 

Letter or written form 81 

Telephone 14 

Project initiated 3 

In person 2 
TOTAL 100 

Case Screening and Selection Priorities/Assignment 

All complaints, including ~Yhite collar crime complaints, were 

channeled to the deputy director of the division for initial screening 

to determine merit. This single point of referral was specifically 

provided for in the case referral policies prolIitllga ted by the Attorney 

General. 

If deemed to have merit, additional factors such as whether the 

complaint is an intercounty or intracounty matter, whether prosecutive 

capabilities were available locally to effec.tively handle the case, 

and current workload were considered. This initial bureau level 

screening resulted in one of the following dispositions: 
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o Return to the agency of or1g1n for additional infor­
mation or for that agenci's handling as an adminis­
trative matter. 

o Referral to a county prosecutor, after determining 
local capability and local jurisdiction. Project 
technical support to be furnished as necessary. 

o Determination of lack of merit or an unfounded 
status. 

o Referral to the Economic Crime 'Section, or another 
section, for further screening and review. 

Unless the incoming matter revealed a sufficiency of documented 

information upon which the complaint could be given an immediate 

screening disposition, the matter was forwarded to a section chief for 

in-depth screening and review. 

Upon receipt, the section chief either personally reviewed the 

complaint/case or referred it to a section prosecutor for review. In 

all instances, a supervising investigator conducted file/record checks 

on general fraud cases (largest volume of cases) and conducted any 

preliminary investigation activities deemed necessary for section 

screening. In matters involving toxic waste violations or employment 

security related allegations, the section chief usually referred them 

directly to the respective units for screening after a cursory review. 

After screening and review assessment by the section, a general 

fraud compla,int could be returned to the deputy director for referral 

to a local prosecutor for handling if the case was deemed minor in 

nature or if the local prosecutive jurisdiction had sufficient inves-

tigative and prosecutive capabilities. Cases referred for local pro-

secution were not directed for specific action. Ra ther they were 

referred for appropriate action within the sole discretion of the 

local prosecutor. 
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Cases wherein criminal prosecution were not deemed warranted 

co~id be referred back to state regulatory agencies for civil admin-

istrative enforcement which includes injunctive remedies, fines, and 

license suspension or revocation. Consumer complaints were referred 

to the Division of Consumer Affairs unless criminal prosecution was 

warranted. Project officials reported that in most instances where 

cases were referred back to originating agencies or to other agencies 

deemed more appropriate, an administrative sanction was imposed or 
,I< 

other remedies were obtained. However, actions by other agencies were 

not recorded by the project, therefore, this disposition data was not 

available. 

Cases retained by the section after screening were then assigned 

for full investigation. 

In addition to the screening of complaints, other criteria were 

applied which affected case selection and priorities. Case selection 

was influenced to a degree by the availability of prosecutive and in-

vestigative resources within the section. From its inception, the 

project received a large case volume which severely taxed the resour-

ces of the section throughout its existence. In determining case 

selection, the following factors were also used as guidelines: 

o 

o 

Amount of money involved in the offense or 
fraud. Based upon the project's experience, 
the greater the amount of money involved, the 
more complicated the investigation, and the 
greater the social harm. 

Scope and complexity. Many of the cases refer­
red to the project/section are intercounty or 
statewide in scope. This requires the project 
to investigate since it possesses statewide 
authority as opposed to the county jurisdic­
tional limits of the local prosecutors. In 
addition, project expertise, including inves­
tigative accounting, is required in analyzing 
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o 

financial records and activities in these more 
complex and sophisticated schemes. 

Nature of the offense. Based upon the screen= 
ing and analysis of complaints, certain offen­
ses such as toxic waste reflect a greater 
degree of social harm than potential monetary 
losses alone. These cases most often also 
require the assignment of experienced and 
sophisticated investigative personnel and 
multijurisdictional investigation. 

Targets involved. The investigative targets 
in project cases often are operating on a 
statewide or national basis and may further 
involve linkage to organized crime elements. 
Thus, the experience and expertise of project 
staff possessing statewide jurisdiction are 
most appropriate in these cases. 

Deterrent value. Investigations may involve 
crimes previously undetected and unprosecuted. 
Thus, certain cases may be selected because 
they will contribute to public awareness as 
well as serve as a deterrent to prospective 
offense schemes of a similar nature. 

Travel. Investiga tions may require extensive 
statewide or national investigative travel; 
thus requiring not only statewide jurisdiction 
but also monetary and staff resources to con­
duct necessary travel. 

. 
Resources/expertise. The majority of project 
cases involve financial transactions and busi­
ness record evidence obtained by subpoena. 
Most local prosecutors do not possess investi­
ga tive accountants and those who do have very 
limited staffs. 

Case Investigation and Management 

Once a case was assigned for full investigation, a deputy attor-

ney general was assigned to thoroughly review the facts initially pro-

vided. The attorney assigned prepared an investigative request out-

lining potential offenses and investigative targets in preparation for 

grand jury presentation. This request served as the prosecutive plan 

for the case and included investigative needs (such as accounting 
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requirements). The attorney then consulted with the section supervis-

ing invest:l.gatvr to determine investigative assignments. Depending 

tipon the case requirements, an investigator, or an investigative 

accountant, or both could be assigned to the case. 

The use of prosecutor/investigative teams was considered to be 

the critical ingredient in division case processes and success both in 

the earlier stages of organi~ed crime and corruption enforcement, and 

more recently in the prosecution of economic crimes. The assigned 

attorney was responsible for direction and strategy of the case and 

for monitoring its progress. Investigators assigned to the cases had 

the additional responsibility to assist the assigned attorney in the 

preparation of the case for presentation to a statewide grand jury. 

All decisions and changes were reviewed at the section chief level. 

wnile attorneys were initially assigned to all cases under ifives-

tigation, the day-to-day conduct of the investigation was clearly the 

responsibility of the supervising investigator and the investigative 

staff. The assigned attorneys were responsible for supporting the 

investigation, maintaining the momentum of the case, and using prose-

cutive processes to ensure that any advantages of the timing of wit-

nesses (including hostile) were not lost through delay. Thus, the 

prosecutive strategy of the case was the attorney's responsibility 

while investigative planning was the responsibility of the assigned 

investigator. Oversight of the case strategies was, however, the re-

sponsibility of the assigned deputy attorney general. This oversight 

insured that the investigative plan was designed to support the pro-

secutive requirements of the case. The experience and knowledge of 
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the sec tion' s investigative staff allowed for considerable indepen­

dence in the conduct of the investigation; however, the assigned 

attorney supervised all case development for grand jury presentation. 

The division and the project (by division delegation) possessed 

both criminal investigative and prosecutive authority. Subpoena power 

of the Attorney General was limited to those investigations presented 

to the grand jury. By policy, statewide grand juries were used by the 

division and it was not unusual for four statewide grand juries to be 

in session at one time to hear various division cases. All cases 

(including high misdemeanors) were presented to the grand jury. In-

dictments were almost always issued. The prosecutive analysis served 

as the overall strategy for investigative planning and personnel 

assignments. The prosecutor was, therefore, responsible for the over-

all management, direction, and monitoring for progress of all cases 

from inception through grand jury proceedings. Once an indictment was 

obtained, trial of the case was handled by the section itself. The 

aforementioned 1980 reorganization of the Trial Section shifted trial 

responsibili ty to the various sections, including shifting white 

collar crime cases back to the Economic Crime Sec tiona The Trial 

Section currently handles supersession matters and less complex cases 

and investigations. 

The division already had an excellent relationship with the New 

Jersey State Police, which is a highly regarded organization nation-

ally in organized crime and corruption enforcement. With the advent 

of the statewide grand jury and the divjsion's authority to handle 

sta te agency crim:::.nal cases, the division immediately began the devel-

opment of productive relationships with other state agencies. 
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By reason of the division's achievement of national recognition 

in successfully investigating and prosecuting organized crime and cor-

ruption cases, it continued to enjoy the support of the state judici-

ary and legislature. This record of performance also provided a 

strong foundation for interstate and federal agency working relation-

ships in support of the project enforcement efforts. In addition, the 

supervisory responsibility for the twenty-one county prosecutors in 

New Jersey and the support services provided by the division to local 

prosecutors facilitated the development of productive working rela-

tionships with these local chief law enforcement officers and en-

couraged their active involvement in project case referrals. 

Cooperative arrangement,; with other agencies to apply additional 

sanctions in project cases were primarily of an intrastate nature, and 

most often of an intradepartmental nature. These liaisons served to 

prevent duplications of effort, facilitate case referrals, and prevent 

interference resulting fro:n a lack of coordination. Al though the 

division possessed the authority and resources to pursue the majority 

of project cases to a maxim:lm justifiable conclui3ion, formal agree-

ments with federal authorities were established under the aegis of the 

New Jersey Federal/State Law Enforcement Committee to better serve and 

coordinate the interests of both levels of government. 

In terms of relevance to project cases, three agreements have re-

suIted in formal joint enforcement efforts as follows: 

o Federal/State Bank Fraud Program. This formal agree­
ment is designed to coordinate banking, regulatory 
and investigative efforts and increase the effec­
tiveness of the allocation of prosecutive resources 
in commercial banking (and savings and loan institu­
tions) investigations which are governed by both 
federal and state authorities. 
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In addition, the program provides for increased pur­
suit of civil recovery and prevention of frauds 
through remedial legislative and administrative ac­
tion. The program provides for increased exchange 
of information pertaining to banking frauds on a 
regular basis with the United States Attorney and 
the Division of Criminal Justice, serving as the 
clearinghouse for relevant federal and state agen­
c ies and au tho ri ties. Included wi thin the pu rview 
of the division's clearinghouse responsibilities is 
the liaison and coordination with local New Jersey 
prosecutors. 

Referral of Criminal Matters From State Agencies 
to the Division of Criminal Justice. This memoran­
dum dated June 22, 1978 reiterates and updates the 
existing procedures governing the referring of crim­
inal matters from state agencies to the Division of 
Criminal Justice, initially promulgated July 19, 
1974. The deputy director for investigations was 
designated to be the appropriate authority to review 
all matt~rs involving possible criminal violations 
which may develop during the normal activities of 
state government. The purpose of this update was to 
centralize intake of all cases and to reduce delay 
in resolving the possible criminal violation. 

Hemorandum Concerning State/Federal Law Enforcement 
Coordination. This agreement was formalized in 
November, 1980. . Its purpose is to facilitate com­
prehensive enforcement efforts among federal, state, 
and local agencies on all. criminal matters wherein 
an overlap of jurisdiction is present, to better 
insure coordination of enforcement efforts, minimize 
duplication of effort, and maximize the enforcement 
effort given to all criminal cases based on priority 
seriousness, and appropriateness in terms of feder­
al, state, or local jurisdiction. 

This agreement also addressed the standard for ex­
change of information for purposes of prosecution 
and sets out. mutual priorities including organized 
crime offenses, nonviolent offenses such as indict­
able frauds and illegal disposition of hazardous 
w~ste, narcotic offenses, corruption offenses, and 
v10lent offenses. 

In response to the existing voids in white collar crime intelli-

gence information, project personnel commenced extensive liaison and 

contact with the various state regulatory agencies. Conferences were 

held with the regulatory agencies to discuss mutually beneficial 
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,0 enforcement procedures, and to establish effective, uniform detection 

mechanisms within the various agencies. Following these conferences, 

continuous working liaisons were ,established and feedback mechanisms 

were deve~oped so that the referring agencies "IIl'ould be apprised of the 

status of their cases and complaints, including those cases referred 

by the division to local prosecutors. 

The project also developed its own set of information files and 

intelligence indices. These files were comprised of all matters and 

information referred to the project, or developed by it through liai-

son or investigative activities. 

Case Activity Analysis 

Nearly one-fourth of the project's 613 cases resulted in selec-

tion for criminal prosecution or civil penalty or sanction actions, 

approximately one-fourth were referred to other agencies for action 

(e.g., to other states for criminal prosecution or civil penalty or 

sanctions), and nearly one-fourth of the cases received were dismissed 

for lack of merit. Approximately one-fourth of the cases we're pending 

at the time of evaluation data collection. (See Table 3.) 
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Table 3 

New Jersey 
.' (N=613) 

Project Case Closures 
Case Closed by % of Cases 

Referral for 
criminal prosecution 14 

Civil penalty 
or sanction 10 

Referral to 
other agency 26 

Official administrative 
dismissal 24 

Pending 27 
TOTAL 101 

Table 4 displays the time duration of cases from project opening 

to project closure. The table indicates that nearly two out of ten 

cases were closed in two months or less, nearly three out of ten in 

six months or less, nearly four out of ten in a year or less, and more 

than five out of ten in two years or less. 

Table 4 

New Jersey 
(N=613) 

Case Time Duration 
Project Opening to Project Closing 

Honths Duration at of Cases 10 

0-2 18 

2-6 8 

6-12 10 

12-24 18 

Over 24 15 

Pending 32 
TOTAL 101 
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Table 5 indicates the length of time from project case opening to 

final prosecution or civil penalty or sanction disposition. The data 

show that nearly four out of ten cases took longer than two years to 

reach disposition. 

Table 5 

New Jersey 
(N=50) 

Case Time Duration 
Project Opening to Final Disposition 

Honths Duration % of Cases 

0-2 7 

2-6 2 

6-12 18 

12-24 35 

Over 24 38 
TOTAL 100 

6. Project Case Dispositions/Outcomes 

In terms of enforcement thrust, the project's focus was on crimi-

nal penalties in accordance with the division's criminal prosecution 

authority. In addition, civil and administrative authorities of the 

department and other regulatory agencies were pursued and utilized as 

appropriate in individual cases. Once a case was accepted for crimi-

nal prosecution, the division directed and coordinated collateral 

remedies so as not to obstruct or interfere with the criminal prosecu-

tion. Fines and restitution were frequently included in prosecutive 

strategies and, as the trial of project cases was a responsibility of 

the division, the pursuit of maximum sanctions and remedies was close-

ly coordinated and aggressively pursued. 
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Criminal Charging Actions 

During the project period, forty-six cases where individuals 

and/or organizations were charged with crimes were presented for pro-

secution. More than seventy criminal charges were filed. Of these, 

ninety-one per cent were felonies and nine per cent misdemeanors. 

Criminal Disposition Actions 

Table 6 indicates that in nearly ninety per cent of the cases 

where a judicial disposition of a criminal case occurred, at least one 

individual was found guilty. Over half of the cases involving organi-

zations resulted in guilty findings. 
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suspended jailor prison sentences in thirty-six cases. All sentences 
Table 6 

were in the six to twenty year range for anyone case. 
New Jersey 

Twenty-four cases resulted in fines being assessed against more 
C •• 1 D· ·t·on Actions 

t, 

r~m::Lnll ~spos~ ~ 

Actions against Actions against 
individuals organizations 

No. of cases No. of cases 

than thirty-five individuals and eleven cases resulted in fines 

against fourteen organizations. The fines were generally in the 
involving involving 

No. of cases more No. of caseE more $1,000 - $50,000 range although two were for more than $50,000. Fines 

Type of where action than one where action than one 
Disposition occurred .' individual occurred organization totalled $394,500. In addition, restitution was ordered by the court 

Charges in seventeen cases against nineteen individuals and three cases 

dropped by , 
prosecutor 2 2 2 0 aga ins t nine organiza tions, in the to tal amount of $ 380, 180. (See 

Dismissed Table 7.) 

prior to 
trial 2 2 3 1 

Table 7 
Guilty plea 
to original New Jersey 

2 charge 31 5 5 
Criminal Case Sentences 

Guilty plea 
to lesser 

Case No. of No. of No. of No. of 
Result cases individuals cases organizations 

0 charge 2 0 1 
Jail sentence 11 12 

Conviction 
on all 

0 counts 8 2 2 ( 

Probation/ 
suspended sentence 36 54 

Conviction 
Fines 24 35 11 14 

on some 
0 counts 4 3 0 Court ordered 

restitution 17 19 3 9 
Acquittal 
on all 
counts 3 1 2 0 

Civil Penalties or Sanctions 

Table 8 displays the various civil penalties or sanctions 

assessed in the cases handled by this method. All of the listed pen-

Criminal Case Sentences -. 
alties or sanctions were used on a fairly uniform basis. 

In eleven of the cases, a total of twelve individuals were sen-

tenced to terms in jailor prison, no tenn being in excess of ten 

years. Fifty-four individuals were sentenced', to probation or received 
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involving physicians, pharmacists, nursing homes, and other health 

Table 8 care organizations and entities. Following the development of this 

New Jersey program, the federal Department of Health, Education, and Welfare 

Civil Penalties or Sanctions instituted a funding assistance program to encourage replication in 

No. of No. of 
individuals organizations . other states. 

No. of cases No. of cases 
involving involving 

The division received separat.e LEAA funding to establish a train-

No. of cases more No. of cases more 
Type of where action than one IWhere action than one 

ing and educational services function. A manual on investigating 

Disposition occurred individual occurred organization economic crime and official corruption was developed and disseminated 

Injunctions 1 1 1 1 at several statewide training programs. The section held numerous 

Orders to 
cease & desist 1 1 1 1 

training programs tailored for specific state regulatory agencies 

License 
regarding white collar crime enforcement. 

suspension 1 1 1 1 Other, more current efforts of the division, have been to prevent 

License 
revocation 2 1 1 1 

recurring program fraud, waste, and abuse by aiding state agencies in 

Consent 
establishing effective controls. Division and project investigations 

agreement 2 1 2 1 have revealed inadequate policies or administrative controls as op-

Other 2 1 1 1 posed to criminal conduct. Reports of systemic deficiencies are also 

provided to the state budget director and state treasurer. 

Voluntary Restitution As an extension of the division's efforts in addressing these 

There were two cases involving voluntary restitution by six indi- systemic deficiencies, a program is presently under consideration that 

viduals under investigation, in the amount of $17,568 • would examine and review all proposed state programs in order to 

detect deficiencies in management and control systems prior to imple-

Other Outcomes mentation. 

In addition to the above described case activities and outcomes, In a related divisional initiative, a uniform state purchasing 

the division achieved other relevant accomplishments. The division manual was developed for various procurement authorities and officials 

pioneered state enforcement in medicaid and other public assistance in the state. In addition, the div~sion was instrumental in develop-

frauds, and in 1975 created a medicaid fraud section to investigate ing formal state procedures wherein private suppliers and contractors 

and prosecute medicaid provider frauds. This effort became the model are prohibited from doing business with the state based upon criminal 

for subsequent: efforts among the states in addressing those frauds conduct or past unsatisfactory performance. 
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Legislative and administrative regulations have been proposed by 

the division as an integral part of its formal enforcement programs 

and activities. As new or revised legisla tive needs or additional 

regulatory controls are detected, they are documented and remedies are 

developed in conjuction with the department's Division of Law and the 

affected agencies for submission to the legislature, or administrative 

authorities, as appropriate. Primary examples of pursuing such reme-

dies include the current submission of racketeering (RICO) legis la-

tion, new laws promoting restitution, and the development of new 

administrative controls on the disposal of toxic wastes. 

In addition, the division established a joint advisory commission 

of fire, police, and private sector authorities and interests to coor-

dinate the detection, investigation, and prosecution of suspected 

arson cases. This cooperation model is utilized as the framework for 

obtaining the active support and appropriate involvement of the pri-

vate sector in other division enforcement programs. 

As an example of the division's pursuit of other remedial actions 

and detection of systemic voids is the recent formal involvement of 

the state medical examiner in the toxic waste program. This involve-

ment included a separately funded study of toxic waste and cancer. 

Prior to division initiatives, no effort to conduct specific scienti-

fic research in toxic waste had been provided in existing environmen-

tal efforts and programs. 

In summary, for the first time in New Jersey, the project pro-

vided the resources and expertise necessary to investigate major white 

collar crime cases including toxic waste violations. 
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Another benefit is that the project has provided a "laboratory" 

to test new enforcement concepts and processes to deal with major 

criminal conspiracies. One such process has been an increased aware-

ness about program integrity. The department has exhibited leadership 

in making other agencies aware of their responsibilities to monitor 

their own activities and to oversee their constituencies and remove 

any corrupt and fraudulent influences. 
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MASSACHUSETTS ORGANIZED CRIME PROJECT - OFFICE OF THE ATTORNEY 

GENERAL 

1. Project Initiation and Background 

Pre-existing Conditions 

The Massachusetts project resulted primarily from the Attorney 

General's personal commitment to enhance the effectiveness of state 

level prosecutive and investigative capabilities directed against or-

ganized criminal conspiracies, rather than as a result of any partic­

ular incidence of crime. Traditionally, the Attorney General's organ-

ized crime focus had been to support local organized crime enforcement 

and the Massachusetts State Police. In the project, 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 associates. Within this broader 

interpretation, arson for profit emerged as the primary project en-

forcement target during the 1976-79 grant period. As arson for profit 

is a priority enforcement area of the LEAA M.ajor White Collar Crime 

Program, the p,roject was transferred from LEAA' s organized crime pro­

gram monitoring to the major white collar crime program. 

In assessing the need for the grant in Massachusetts, several 

organized crime problems were cited in the initial 1976 application 

for LEAA funding: 

o 

o 

Systemized illegal gambling was a visible ille­
gal activity. 

Loan sharking c0I.1tinue,d to be. a profitable 
activity. 
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o New organized crime leaders were emerging. 

o 

o 

o 

o 

Cash from illegal enterprises was being used to 
finance other, more violent, illegal activi­
ties. 

Fencing of stolen goods had reached serious 
proportions. 

Transportation theft was a frequent occurrence 
and was well organized. 

The state was plagued with the illegal importa­
tion and sale of untaxed cigarettes. 

In 1970, the Office of the Attorney General consisted of a fairly 

small, primarily appellate staff and organized crime control activ:> 

ties were designed to support local prosecutors and investigative 

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

thirty of which were assigned to the Criminal Bureau wherein criminal 

prosecution responsibilities were assigned. 

During the 1970's, the Attorney General's Office in Massachusetts 

underwent important organizational changes and restructuring. Organi-

zational units, sections, divisions, and bureaus were assigned and re-

assigned the various operational functions of the office as priorities 

and requirements evolved. Consequently, the organized crime 

enforcement/prosecutive function was assigned to various organiza-

tional entities wi thin the Attorn.ey General's Office. Currently, the 
. 

function is assigned to the Criminal Bureau. 

The 1976 LEAA project was specifically designed to support organ­

ized crime enforcement efforts and to aid the office's intention to 

become more self-sufficient cl~rr.d, for the first time, operational. 

Therefore, the grant supported the development and/or expansion of 
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intelligence activities, criminal investigations, and state-level pros-

ecutions by the Attorney General's Criminal Bureau. The initial em-

phasis upon organized crime support services and the subsequent tran-

sition to an operational capability to investigate/prosecute major 

conspiratorial crimes has been the primary overall accomplishment of 

the project. Project resources were utilized 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 oper-

ations at the local prosecutive levels. 

The 1976 grant request included the funding of six positions (out 

of twenty-five positions to be devoted to the project), the payment of 

overtime pay for state police personnel assigned to the project, 

travel expenses for investigations and the training of project person-

nel, communications, recording, photographic and othe technical 

equipment, and other investigative expen~es. 

The project was comprised of four primary components: investiga-

tion, prosecution, intelligence, and technical assistance. The Attor-

ney General had previously received LEAA state block funds to purchase 

electronic surveillance equipment, a voiceprint machine, and under-

cover photography equipment for loan to other agencies. The 1976 

grant provided for additional technical assistance and equipment which 

for the first time would also be used to support the Attorney Gener-

aI's own organized crime investigations and prosecutions. The intel-

ligence component was primarily designed to enhance existing capabili-

ties. In addition, the intelligence function as enhanced would allow 

for the development of investigative leads for the division's own en-

forcement activities. The dissemination of intelligence information 

support to othersltagencies was also continued on an expanded basis. 
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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 au-

thority also facilitates coordinating and marshaling other state level 

resources and capabilities, including those of the revenue, regula-

tory, and other administrative agencies. 

The Attorney General also has the authority to initiate or super­

sede local prosecutions and seek indictments in any county in the 

state. By established policy, however, the Attorney General's super-

intendency authority in local prosecutions is rarely used and has only 

been exercised half a dozen times (approximately) during the last 

decade. Massachusetts case law has also established the right of the 

Attorney General to be present at the deliberations of grand juries 

and to request the establishment of special grand juries in any county 

with the approval of the Chief Justice of the Superior Court. By 

policy, the Attorney General's prosecutive/investigative role differs 

substantially from local district attorneys. ~.,Jhereas 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. 

Institutionalization 

The Attorney General proposed to the 1980 session of the Massa-

chusetts Legislature that state funds be appropriated to continue the 
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organized crime unit. State funding was requested to replace project 

funds which had provided for overtime pay for state police, additional 

equipment, protective custody funds for witn~ss protection, and other 

investigative expenses. The legislature did not approve the overtime 

funding, but did approve witness protection money and limited investi-

gative funds. Institutionalization of a team relationship between 

trial attorneys and investigators with investigators under the direct 

supervision of a prosecutor, has also occurred. After the grant's 

expiration on December 31, 1979, the personnel positions assigned to 

the proje,ct w'ere continued with state funds. Other than the aforemen-

tioned lack of appropriations for overtime, state police investigators 

continue to be assigned to the project. 

2. Grant Overview 

On July 15, 1976, the Massachusetts Attorney General received a 

major white collar crime program grant award to support an organized 

crime section within his office. Grant activities commenced in 

October of 1976. A continuation grant was awarded in July of 1978, 

and ended December 31, 1979. The original federal award was $394,795 

(76-DF-OI-0019) and the continuation funding was 'in the amount of 

$213,900 (78-DF-AX-OI04). 

There was some initial concern from LEAA officials and the 

Suffolk County District Attorney regarding overlap and duplication of 

state investigative efforts within the Suffolk County (Boston) area 

where an existing LEAA prosecution grant was located in the District 

Attorney's Office. An arrangement was worked out prior to project 

implementation whereby all 'Suffolk County investigations conducted by 
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the Attorney General's project would be coordinated with the District 

Attorney. Facilitating this arrangement was the Attorney General's 

reaffirmation that his purpose was to concentrate on statewide inves-

tigations and cases that would set a legal precedent and a model for 

local prosecutors to utilize. 

3. Project Goal and Objectives 

Goal 

The basic goal of the Massachusetts project was to provide the 

Office of the Attorney General with the necessary resources to support 

an active, operational role in the control of organized crime activi-

ties, and to enable the Attorney General to exert leadership and 

achieve statewide coordination of such efforts. 

Objectives 

The following objectives were set forth in the 1976 LEAA grant 

application: 

o Update and analyze intelligence files. 

o Review intelligence analysis and establish investi­
gative targets and priorities. 

o Establish multijurisdictional investigations utiliz­
ing coordinated mUltiagency resources, and provide 
daily legal assistance to investigative efforts. 

o Initiate investigations into hijacking and theft of 
merchandise from vehicles and freight terminals. 

o Establish liaison, coordination, and the free flow 
of information with the state police, and utilize 
field intelligence from the state police. 

o Request and encourage district attorneys and local 
police to furnish the Attorney General with organ­
ized crime intelligence and informat'ion, especially 
in multijurisdictional or regulatory violations. 
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o Process and analyze intelligence information from 
local police and district attorneys. 

o Establish methods of informant development and effi­
ciently use funds set aside for development of 
information and evidence, primarily through training 
programs, and establishm.ent of proper accounting 
procedures. 

4. Project Organization, Structure, and Staffing 

The Department of the Attorney General consists of four bureaus: 

Civil, Government, Public Protection, and Criminal. The Criminal 

Bureau consists of five divisions or units: Employment Security, 

Appellate, Trial, Medicaid Fraud Control, and Organized Crime. Other 

department elements include tl;l,e Nursing Home Task Force, the Violent 

Crime Unit, the Drug Abuse Division, and the Consumer Protection Divi-

sion. 

The Organized Crime Division of the Attorney General's Office was 

established as a sub-element to the Criminal Bureau prior to the 1976 

grant application. Its original objective was to provide intelligence 

information and support services to other law enforcement agencies 

engaged in organized crime control. Services provided included photo-

graphic and technical support, intelligence information collation and 

dissemination, and training in organized crime control techniques for 

state law enforcement agencies. The project is organizationally 

placed in the Criminal Bureau. 

The assignment of the .State Police Unit to the Attorney General's 

Office occurred several years prior to the 1976 LEAA grant award and 

this unit was incorporated as an integral element of the project. 

The unit traditionally was supervised by a state police lieuten-

ant. The unit consists of four sections: administrative, investiga-

tive, analysis, and technical assistance. A state police sergeant 
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provides day-to-day supervision of unit investigators. There is also 

a lead analyst (intelligence) and an office manager assigned to the 

unit. The organizational structure is shown in Exhibit 5. 

EXHIBIT 5 
MASSACHUSETTS PROJECT ORGANIZATIONAL STRUCTURE 

Attorney 
General 

I 
I I I 

Civil Government Criminal 
Public 

Protection 
Bureau Bureau Bureau Bureau 

Trial 
'---

Division 

Appellate 
Division -

Division of 
Employment -
Security 

Hedicaid 
Fraud Control c---

Unit 

Organized 
Crime -

Division 

I 
State 
Police 
Unit 

I 
I I I I 

Investigative A.T'lalysis 
Technical 

Assistance Admin. 
Section Section Section Section 
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The chief of the Criminal Bureau was responsible for project 

management, project personnel, and investigative and administrative 

decision making during most of the funding period. In late 1979, an 

assistant attorney general was designated chief of criminal investiga­

tions and was delegated the responsibilities for directing all crimi-

nal investigations. Included within this delegation of responsibili­

"ht f the trad4 t 4 0nal functions and ties was management overs~g 0 ~ ~ 

activities of the State Police Unit. This change was made to provide 

continuous prosecution oversight, enhance complaint screening and case 

selection processes, increase coordination between legal and investi-

gative staffs, monitor investigative cases more closely, and to 

provide for early closure on those cases found to lack merit. 

Although administratively responsible to the state police headquarters 

command, and under the line supervision of a state police commander, 

all investigative activities of the state troopers assigned to the 

Attorney General's Office are directed by the aforementioned assistant 

attorney general. 

The project staff initially was planned to consist of twenty-

seven individuals: project director, deputy director, fifte(~.n state 

police, three analysts, four accountants, one attorney, and two Secre-

taries. However, only six of these positions were grant funded. This 

planned staffing was subsequently' revised to eliminate one analyst, 

one state trooper, and one accountant, and an office manager was 

added. 

During the initial months of the project, Jlf:~rsonnel attended 

training programs on voiceprint analysis, tax collection procedures 
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and techniques, organized crime investigation, intelligence utiliza­

tion, and surveillance photography. Training in the investigation of 

organized crime, political corruption, and white collar crime contin-

ues as ongoing programs conducted for investigators. Other training 

subjects provided include courtroom testimony and techniques, and pro­

active investigation techniques. This training for the state police 

officers is of particular importance due to the fact that some of the 

officers had only traffic enforcement experience at the time of their 

assignment to the Attorney General's Office. The technical assistance 

unit also provides training to local agencies in the use of loaned 

equipmen t. 

In the initial grant stages the intelligence staff received ana­

lytical training at ANACAPA Sciences in California with an emphasis on 

target selection and case prioritization. 

5. Project Operations 

Case Types 

An analysis of the project's 177 cases indicated that twenty-one 

different categories of cases were opened. Two profiles of the major 

types of proJ" ec t cases we re develo d b th I' pe y e eva uat~on team, one 

based upon numbers of cases, the other upon level of effort expended. 

Major Types Ranked 
by Number of Cases 

Tax Viola tion 
Larceny 
Arson 
Fraud 
Narcotics 
Bribery 
Gaming 
Extortion 
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Major Types Ranked 
by Level of Effort 

Arson 
Tax Violation 
Extortion 
Narcotics 
Larceny 
Bribery 
Fraud 
Gaming 
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Case Origins 

Investigative matters are referred to the project from the Crimi-

nal Bureau or direct from a variety of sources, including the ~~ssa-

chusetts Banking Commission, ~~ssachusetts Department of Revenue, 

sta te police, district attorneys, local police agencies, and other 

state and federal agencies. Cases are routinely initiated which are 

based upon complaints from private sources such as insurance compan-

ies. Although few initial complaints are made directly to the agency, 

the majority of complaints first come to the attention of other 

agencies and are then referred to the Attorney General's Office. The 

project also self-initiates cases. 

Table 9 displays the primary sources of ~~ssachusetts' 177 pro-

ject cases. The table indicates that private individuals referred 

nearly three out of ten cases, with criminal justice agencies contri-

buting nearly another three out of ten cases. Consumer agencies and 

the state legislature did not refer a significant number of investi-

gations to the project. 

Table 9 
~ssachusetts 

(N=147) 
P • r~mary S f ources 0 Project 

Sources 

Private individual 

i 

Criminal justice agency 

Project initiated 

Regulatory agency 

Other executive agency 

Private organization 

Consumer agency 

State legislature 
TOTAL 
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Cases 
% of Cases 

29 

27 

19 

16 

5 

3 

1 

J 
101 

Ii 

....... 

Case Receipt Methods 

Of the project's total caseload, nearly five out of ten cases 

were received through person to person meetings, nearly three out of 

ten from telephone contacts, two out of ten were initiated by the 

project staff, and less than one out of ten were received by letter or 

written form. Table 10 displays these results. 

Methods 

In person 

Telephone 

Table 10 

~ssachusetts 
(N=137) 

Case Receipt Methods 

Project initiated 

Letter or written form 
TOTAL 

% of Cases 

46 

27 

20 

6 
99 

Case Screening and Selection Priorities/Assignment 

Several procedures were utilized in the processing and develop­

ment of criminal cases by the project. Project generated, internal 

referrals were recorded on criminal intelligence and information 

report forms. These forms contain unprocessed information in narra-

tive form and assigned file numbers. External complaints were recor-

ded on a complaint sheet form containing an office case number, a 

State Police Unit complaint number, information about the complaint, 

investigative action taken, current status, and investigative recom-

mendations. All case referrals and complaints were initially reviewed 

and screened by the chief of criminal investigations and/or the com-

mander of the State Police Unit. 
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The following criteria were used by the chief of the Criminal 

Bureau to establish investigative priorities, select project cases, 

and screen complaints: 

o Cases involving organized crime or corruption. 

o Cases of major significance or involving substantial 
public interest. 

o Cases serving to es tablish a model for future local 
law enforcement action. 

o Cases of statewide importance. 

o The impact the elimination of the target would have 
on the community. 

o The probability of success. 

o The availability of necessary personnel and resour­
ces. 

Upon receipt of a referred case or complaint, the chief of crimi-

nal investigations in consultation with the criminal bureau chief 

makes an initial review and decides to either refer the matter to 

another agency, to take no further action, or prepare the case for 

assignment as an open investigation. A case authorization and assign-

ment record is prepared for each case opened. Specific investigative 

assignments to state police officers are made by the State Police Unit 

commander with the concurrence of the chief of criminal investiga-

tions. The State Police Unit assigned to the Attorney General's Of-

fice does not automatically respond to incoming complaints, rather, in 

conjunction with and at the direction of the chief of criminal inves-

tigations, unit casework is selected in accordance with the estab-

lished priorities and existing v1Orkloads. 
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Case Investigation and Management 

The project director (chief of the Criminal Bureau) actively par-

ticipated in investigative and prosecutive planning. He assigned 

attorneys to cases as required, teamed prosecutors with investigators, 

and personally monitored the progress of all investigations. Prosecu-

tive planning was jointly accomplished by the project director and the 

case prosecutor with prosecutive management being the responsibility 

of the assigned prosecutors. Investigative planning was jointly 

accomplished by the project director and the State Police Unit comman-

der with investigative management the responsibility of the assigned 

investigator. Strategy meetings were held trequently to determine the 

status of each case and to plan for future action. The case prosecu-

tor was the team leader. With the subsequent establishment and 

assignment of a chief of criminal investigations, direct participation 

in all stages of case development have been largely delegated by the 

criminal bureau chief. Frequent communications aetween team members 

and investigative and prosecutive supervisors negated the need for any 

form of periodic case reports. Each investigator, however, completed 

a daily activity report form which, inter alia, included case activity 

data for the day. 

Project analysts were responsible for supporting project case 

selection and in the initial stages of the project, preparing data 

collection plans for specific kinds of investigations, and a data base 

was established for information and recJrd searches. 
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Case Activity Analysis 

Table 11 indicates that three out of ten project cases resulted 

in prosecution or civil penalty or sanction actions. Nearly two out 

of ten cases were dismissed for lack of merit, nearly one out of ten 

cases was referred to other agencies for action (e.g., to other states 

for sanction or prosecution), and nearly three out of ten were re-

ferred for criminal prosecution. Nearly five out of ten cases were 

still pending disposition at the time of data collection. 

Table 11 

Massachusetts 
(N=I77) 

Project Case Closures 
Case Closed by 

Referral for 
criminal prosecution 

Civil penalty 
or sanction 

Referral to 
other agency 

Official administrative 
dismissal 

Pending 
TOTAL 

% of Ca..::es 

27 I 

3 

8 

18 

45 
101 

Table 12 displays the time duration of cases from project opening 

to project closure. Analysis indicates that two out of ten cases were 

closed in two months or less, three out of ten in twelve months or 

less, and nearly four out of ten in two years or less. Over six out 

of ten cases were still pending. 
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Table 12 

Massachusetts 
(N=I77) 

Case Time Duration 
Project Opening to Project 

Months Duration 

0-2 

2-6 

6-12 

12-24 

Over 24 

Pending 
TOTAL 

Closing 
% of Cases 

21 

4 

6 

7 

0 

62 
100 

Table 13 indicates the length of time from project case opening 

to final disposition. The data show that over four out of ten cases 

took longer than one year to reach disposition. 

Table 13 

Massachusetts 
(N=39) 

Case Time Duration 
Project Opening to Final Disposition 

Months Duration % of Cases 

0-2 18 

2-6 15 

6-12 23 

12-24 36 

Over 24 8 
TOTAL 100 
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6. Project Case Dispositions/Outcomes 

Criminal Charging Actio3~ 

The project filed more than 117 criminal charges against indivi-

duals and organizations; slightl~ over half of the charges were felo-

nies, and th~ rest were for misdemeanor violations. 
Of fifty-two 

cases where individuals and organizations were charged with crimes, 

half dealt with more than one defendant. 

Criminal Disposition Actions 

Table 14 indicates that in over eight of ten cases where a judi-

cial disposition of a criminal case occurred, at least one individual 

was found guilty. 
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Table 14 

Massachusetts 

Criminal Disposition Actions 

Type of 
Disposition 

Charges 
dropped by 
prosecutor 

Dismissed 
prior to 
trial 

Guilty pl.::a 
to original 
charge 

Guilty plea 
to lesser 
charge 

Conviction 
on all 
counts 

Conviction 
on SOme 

counts 

Acquittal 
on all 
counts 

Cr~minal Case Sentences 

No. of cases 
wh ere ac tion 

occurred 

o 

2 

24 

1 

7 

1 

4 

No. of cases 
involving 

more 
than one 

individual 

o 

1 

8 

o 

3 

o 

1 

Table 15 indicates that in eight cases, a total of twenty-one 

individuals -were sentenced to terms in jailor prison. Most terms 

y ree were more than five years. In were less than five years; onl th 

twenty-two cases ~n lV~ uals sentenced to there were sixty-three "d" "d 
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probation or suspended jailor prison sentences. Host sentences were 

Table 16 
for less than five years; only four were for more than five years. 

Hassachusetts 
Twenty-six cases resulted in fines being assessed against thirty-

four individuals. The fines were generally in the $1,000 - $10,000 
Civil Penalties or Sanctions 

No. of cases 

$ 4 150 Rest~tution was ordered by the court in range and totalled 15,. .L-

involving 
No. of cases more 

four cases involving twenty individuals totalling $469,000. 
Type of where action than one , 

Disposition occurred - individual 

Injunctions 0 0 
Table 15 

Orders to 
Hassachusetts cease & desist 0 0 

Criminal Case Sentences License 
Case No. of No. of 

Result cases individual 
suspension 0 0 .. 
License 

Jail sentence 8 21 revocation 1 0 

Probationj Consent 
suspended sentence 22 63 agreement 0 0 

Fines 26 34 Other 3 0 

Court ordered 
restitution 4 20 

Voluntary Restitution 

Civil Penalties or Sanctions 
One case, involving an individual under investigation, resulted 

Table 16 displays the various civil penalties or sanctions 
in voluntary restitution in the amount of $2,000. 

h dl d b th O th d Few Hassachusetts cases assessed in the cases an e y J..S me o. 
Other Outcomes 

reportedly occurred requiring civil penalties or sanctions. 

Although arson was a major problem in Hassachusetts in the mid-

1970's, successful prosecutions were rare. Private insurance compan-

ies and the Attorney General teamed to launch an intensive investiga-

tion into arson activity under the expanded project definition of 

organized crime. 

The arson intelligence probe began in 1977. The arSOn problem 

was researched and prior arson activities detailed. Fire marshals and 
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fire departments pinpointed current fire and suspected arson activi-

ties; current urban redevelopment projects were identified; insurance 

company and building repair data were collected; and property, tax, 

and business records were researched to identify true ownership of 

real property. Localities most susceptible to the arson scheme were 

identified and the typical arson scheme used in urban Massachusetts 

areas was profiled. 

A central crime figure in a large Boston arson ring was identi-

d persuaded to ass ~st ~n 'the investigation. fied by the project an .... .... 

This crime figure, who was the "torch" who actually set the fires, led 

the investigators to an arson "broker" who ~vas the middleman between 

the "torch" and the property owner. The "broker" was also persuaded 

to cooperate in return for immunity from prosecution. 

Of· the As a result, thirty-three indictments were issued. 

thirty-three indic tmen ts, three are fug:L tives, three await trial, 

twelve were convic ted at trial, two were acquitted, and thirteen 

pleaded guilty. Of those convicted (several of whom were sentenced to 

state prison), six were attorneys, one was a state police arson inves-

tigator~ and one was a Boston Police Department arson unit captain. 

Others convicted included realtors, insurance company employees, and 

organized crime figures. 

These arson cases helped to develop a model for replication in 

other state and federal programs and the Massachusetts project pro-

vided technical assistance to other cities experiencing arson 

problems. 

As a result of the project's arson convictions, payouts from the 

rllissachusetts FAIR Plan (the federally-insured fire insurance assigned 
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risk pool for urban areas) dropped from $15 million before the indict-
( 

ments to $9 million after the indictments. The FAIR Plan provided 

over $150,000 to the project for witness protection expenses. Over 

the 1977-79 period, Boston arson incidents decreased by fifty percent. 

The Attorney General also sponsored arson reform legislation regarding 

collection of local government taxes owed on property damaged by 

arson. Furthermore, as a result of project investigations and re-

ports, several public officials resigned from office. These included 

three sheriffs and one district attorney. 

The project was responsible for developing several other actions 

to help remedy violations of the law. With the cooperation of the 

Attorney General, the 1978 sessions of the Massachusetts legislature 

amended several laws which regula ted fire insurance contracts to pro-

vide for increased cooperation between insurance companies and law 

enforcement agencies in the investigation of losses due to arson. 

Project officials believe the project was cost effective in terms 

of the training and development of permanent capabilities to handle 

major criminal conspiracies. Even more important than the actual 

dollar value which could be attributed to the cases, these officials 

believe that the project gave the Attorney General's Office invaluable 

experience in setting major case priorities and developing case 

strategies. 
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D. WHITE COLLAR CRIME AND OFFICIAL CORRUPTION PROJECT - DELAWARE 

ATTORNEY GENERAL 

1. Project Initiation and Background 

Pre-existing Conditions 

The Delaware White Collar Crime and Official Corruption Unit was 

specifically established in 1977 to support an ongoing investigation 

by a former Attorney General into a company providing janitorial sup-

plies to the now defunct Wilmington Board of Education. 

The investigation had been initiated in 1976 by the Wilmington 

Bureau of Police after information was received alleging 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 warrants were served upon the supplier company 

and reportedly, massive quantit.ies of financial records seized. It 

was at the time of the preparation of the search warrants that the 

Attorney General first entered the investigation. Shortly thereafter 

the Attorney General assumed management control of the investigation. 

Although two deputy attorneys general had been assigned to the inves-

tigation, and investigative support was being provided by the City of 

Wilmington, New Castle County, and the Delaware State Police, the then 

Attorney General applied for federal funds to obtain additional re-

sources to conduct 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, forgery, bribery, tax violations, falsification of business 

records, and official misconduct. 
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In the application for LEAA Major White Collar Crime Program 

funding, the then Attorney General stated that the State of Delaware 

did not have an existing white collar crime or corruption enforcement 

capability. The Attorney General also stated that serious inadequa-

cies existed in the state's conflict of interest statutes and that 

governmental procurement practices and procedures were nonuniform and 

inadequa teo 

Specifically, funding was requested for an investigative accoun­

tant to analyze the voluminous business records that had already been 

seized since the continuation of the temporarily assigned county au­

ditor was uncertain. In addition, overtime monies were requested to 

reimburse the other departments for loaned personnel. 

While the stated purpose of the intended project was to develop 

and institutionalize a white collar crime and enforcement capability 

in the Delaware Department of Justice, the focus of the initial re-

quest was clearly to support the ongoing inves tiga tion into the cor­

ruption allegations involving the Board of Education and its supplier. 

The initial federal grant was awarded in August 1977. In the 

first phase of the project, the Delaware Department of Justice support 

of the project involved continuing the assignment of the two deputy 

attorneys general to the project and continuing the state and local 

investigators already assigned and involved in conducting the inves­

tigation. 

The thrust of the initial project was essentially a corruption 

enforcement effort. Considerable emphasis was given to covert inves­

tigative techniques which were believed necessary if the ongoing and 

future corruption investigations were to be successful. However, due 
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· to a variety of serious personnel, administrative, operational, and 

management problems, the project had almost ceased to function by the 

fall of 1978. In addition to the lack of investigative progress and 

failure to develop the capabilities envisioned in the grant applica-

tion, large case backlogs were accummulated during the first year of 

the project. These kinds of problems, which had plagued the project 

almost from its inception, had a substantial impact on the November 

1978 state election and in fact contributed to the defeat of the in-

cumbent Attorney General. 

The newly elected Attorney General assumed office in January 

1979, and shortly thereafter reassessed the need for the project. 

This reassessment resulted in a determination that the project was in 

fact needed. Further, the newly elected Attorney General dE!termined 

that most of th~ earlier project problems could be overcome through 

reorganization, reQrientation, and the establishment of new policies 

governing project activities. 

Pre-existing impediments to interagency cooperation were initial-

ly addressed by the establishment of a formal liaison with the U. s. 

Attorney, and also by creating an Attorney General's Sup~rvisory Com-

mittee comprised of the Attorney General (or his chief deputy), the 

heads of the three, aforl=mentioned, major Delaware police agencies, 

and the director of investigations for the Delaware Department of Jus-

tice. The latter post was newly created by the Attorney General to 

provide continuous supervision over all investigations of the depart-

ment, including white collar crime, organized crime, and corruption. 

Of equal importance was the selection by the newly elected 

Attorney General of a chief deputy attorney general and director of 

-92-

inv,~stigations who were both highly respected and proven criminal 

J"ustice managers. As a result th " , e 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 invest1."gat1."ve te h " c n1.ques was 

abandoned. 

Under the newly elected Attorney General, senior departmental 

officials and local law enforcement officials were formally involved 

in project casework, and experienced managers were 1 se ected 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 pro-

ject as reorganized and reconstituted. 

Legal Authority 

Unique to the Delaware project is the Attorney General's exclu-

sive, broad criminal and civil enforcement h i b aut or ty at oth the local 

and state prosecutive levels. Th" h ere 1.S no ot er prosecutive authority 

in the state other than the Attorney General. Thus, the impediments 

to the aforementioned investigation were due to causes other than a 

lack of legal authority or jurisdiction. By reason of this exclusive 

criminal and civil prosecutive authorl." ty (" 1 d" 1.nc u 1.ng appellate), and 

the Attorney General's express statutory authority to conduct state 

investigations, a lack of interagency working agreements, other than 

on a case to case basis, was not detrimental to achieving success in 

proj ec t cases. 
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Institutionalization 

Although the original funding request in 1976 by the former 

Attorney General was to support an ongoing investigation into local 

government procurement irregularities, it was expressly stated that a 

capabj,lity to investigate major white collar crimes and public corrup-

tion did not exist in the state. Thus, the ultimate purpose of the 

federal funding support was to develop a permanent white collar crime 

enforcement capability. The newly elected (and present) Attorney 

General, in 1979, having independently assessed the ne'ed for the pro-

ject, concluded that this purpose of the project was valid and that 

such a capability was needed. The restructuring of the project within 

a cen tra.lized special investigation sec tion under the direct manage-

ment authority of the chief deputy attorney general and the immediate 

supervision of the departmental director of investigations constituted 

a major step towards institutionalization of the project. Previous 

project management problems involving a lack of accountability and 

credibility, and lack of investigative progress were specifically 

addressed and overcome. 

At the time of the national evaulation data collection activi-

ties, the project funded the services of an investigative accountant 

and one of three investigative positions in the section. A primary 

support to project cases is provided through grant funding of the 

overtime for investigators who are furnished by the participating 

agencies at the state and local level, and by grant funding of the 

project's clerical and paralegal support. Investigative equipment ac-

quired under the initial grant was placed in an equipment pool for the 

use of participating law enforcement agencies. 
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Legal staff assigned to project cases, drawn from either the 

civil or criminal divisions of the department, are state funded. A 

major stated objective of the Attorney General was to develop a per-

manent prosecution capability in white collar crime and corruption 

cases within the career positions of the department. This enhancement 

effort was but a part of an overall effort to upgrade departmental 

services and a meaningful career service for employees. 

Considerable institutionalization of the major white collar crime 

enforcement capability under state funding was accomplished during the 

first grant period, as extended. By the conclusion of funding in 

October 1981, state funding will be sought to continue all positions, 

o,rertime monies, and other investigative support furnished under the 

major white collar crime grant. 

2. Grant Overview 

In 1977, the Delaware Attorney General and the Delaware Depart-

ment of Justice (the Executive Branch agency under the Attorney Gener-

a1), were awarded $350,496 (78-HC-iLX-00ll) in major white collar crime 

funds to establish and operate the Delaware White Collar Crime and 

Official Corruption Unit. The original grant period was from 

August 1, 1977, to January 31, 1979. After being terminated in late 

1978 during the former Attorney General's administration, the grant 

was extended three times under the subsequent (current) Attorney 

General. As extended, the original grant expired on April 30, 1980. 

Upon expiration of the original grant, a continuation award of 

$200,000 (80-CJ-iLX-0044) was provided for the period May 1, 1980, to 

October 31, 1981. 
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3. Project Goal and Objectives 

Goal 

In the initial phase of the project grant, prior to projftct reor-

ganization, the goal of the project was stated as follows: 

To establish for the first time in the State of Dela­
ware a concerted and confidential law enforcement in­
vestigation involving white collar crimes such as pro­
curement fraud, bid fixing, bid rigging, illegal pay­
offs, bribery (paying and receiving) , state tax 
evasion, and many other such crimes falling within that 
category. Never before has the State of Delaware been 
involved in such an effort, and it is planned that this 
can be the springboard for the establishment of a per­
manent white collar crime unit. 

At the time of project reorganization under the new Attorney 

General in 1979, "the original project goal (purpose) was revised more 

in accordar:ce with a broader white collar crime enforcement focus, as 

follows: 

The purpose of this grant is to provide the State of 
Delaware with the capability to identify, investigate, 
and prosecute those involved in white collar crime and 
official corruption in the following areas: 

Welfare Fraud 
Arson Fraud 
Securities Fraud 
Unemployment Compensation Fraud 
Government and Official Corruption 
Procurement Fraud 
Energy Fraud 

Under the direction of the Delaware Department of Jus­
tice, the State of Delaware will be involved in multi­
jurisdictional investigations involving federal, state, 
and local law enforcement agencies to combat white 
colll:l.r crime and official corruption. 

Objectives 

Ten specific. objectives were also set forth in the reorganized 

grant. These were as follows: 
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o Conduct approximately 15 energy fraud investigations 
specifically in the area of heating and motor fuels. 

o Coordinate 7 multijurisdictional arson fraud inves­
tigations involving cross disciplines (police, pro­
secution, fire marshal's office). 

o 

o 

o 

Conduct approximately 20 security and insurance 
fraud investigations and other economic crime inves­
tigations. 

Conduct approximately 25 investigations into govern­
ment and official corruption with an emphasis in the 
area of procurement. 

Conduct approxima tely 125 welfare fraud investiga­
tions. 

o Conduct approximately 25 unemployment compensation 
fraud investigations. 

o Return to the state approximately $300,000 in fines 
restitutions, and civil damages as a result of thes~ 
investigations. 

o Recommend new procedures, rules, and regulations in­
volving government procurement. 

o Meet with the Federal-State Law Enforcement Commit­
tee and the Attorney General's Supervisory Committee 
monthly and as needed. 

o Gather criminal inforlha tion rela ted to the ac tivi­
ties of white collar crime and government corruption 
and share it with federal, state, and local law 
enforcement agencies. 

4. Project Organization, Structure, and Staffing 

In the initial phase of the project (under the prior Attorney 

General), project staffing included one investigative accountant and 

four support personnel, one of whom was a paralegal. Investigative 

supervision during the first six months of the initial phase was pro­

vided by personnel on loan from local and state law enforcement agen­

cies. Project management, by reason of the lack of formal management 

alignment and the ad hoc placement of the project in the Attorney 
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General's office during the initial phase of the project (1977-78), 

was assumed by the two assigned deputy attorneys general. 

Following the 1979 reorganization, the Delaware White Collar 

Crime and Official Corruption Unit was organizationally placed within 

the Extradition and Special Investigation Section of the Administra-

tion Division of the Department of Justice. This organizational set-

ting placed the project under the direct supervision of the chief 

deputy attorney general. 

As a part of the proj ec t 's reorganization, organized crime as 

well as white collar crime and corruption investigations were assigned 

to the special investigation section. In addition to the project and 

the special investigation section, the civil, criminal, and admini-, 

strative divisions also report to the chief deputy attorney general. 

Project cases are assigned to either the civil or criminal division 

for litigation. 

There is only one chief deputy attorney general in the department 

and this position has the responsibility for the management of all 

departmental activities includi.ng overall project management. The 

management of project staff and project investigations is the respon-

sibility of the director of investigations. General administrative 

and personnel support are provided by the department's fiscal, person-

nel, and planning section. Grant monitoring and reporting is the 

responsibility of the director of investigations, subject to the 

review/approval of the chief deputy attorney general. The investiga-

tive accountant, as an additional duty, maintains the grant fiilancial 

Fecords for the project. The department's organizational structure is 

shown in Exhibit 6. . ! 
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EXHIBIT 6 
DELAWARE PROJECT ORGANIZATIONAL STRUCTURE 

Attorney 
General 

I 

Chief Deputy 
Attorney General 

c 

I I 
I 1 

Civil Administrative Criminal 
Division Division Division 

I 
I 

1 
Extradition & Fiscal, 

Special 
Investigation 

Personnel, 

Section 
and Planning 

Section 

In addition to the director of investigations, a senior criminal 

investigator, two spec-i al· . 
..L lnvest1gators, one investigative accountant 

(contractual as in the' initial phase), one legal assistant, and one 

legal stenographer are assigned to the proJ·ect. I . nvestlgative accoun-

ting is recognized as a maj or need, b t h ute current state salary 

structure inhibits retaining experiencedinvestigat-i ve ..L accounting per-

sonnel at competitive salaries. On f h e 0 t especial invest:iga tors, the 

legal assistant (paralegal), the legal stenographer, and the investi-

gative accountant are grant funded. The addition of the fourth 

special investigator position in the continuation grant represents the 

only increase in grant positions from those funded in the original 
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grant. One of the four support positions funded in the initial grant 

was deleted in the second grant. 

Current project staff are experienced investigative personnel. 

National white collar crime training programs have been utilized seven 

times for project staff development. ~~so, emphasis has been given to 

the training of regular investigative staff in investigative account-

ing procedures. 

5. Project Operations 

Case Types 

At the time of evaluation data collection activities, Delaware 

reported a total of 156 project cases. This total does not include 

approximately 1,000 public assistance and employment security actions 

which were backlogged at the time of project reorganization. The 

backlogged cases were subse,quently handled by a special "task force." 

The following major types of project cases were identified: 

o Welfare and medicaid fraud 

o Unemployment compensation fraud 

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 

o Arson violations and related frauds, including 
insurance fraud 

o Securities fraud 

o Tax evasion 

;1) 

~ ) 

-100-

Case Origins 

Cases referred to the project originate primarily from citizen 

complaints, local law enforcement agencies, or from other state 

agencies. Referrals to date have resulted from the initial specific 

fraud enforcement policies of the Attorney General (e.g., addressing 

public assistance frauds), from the proactive efforts of the special 

investigation section (arson), or as extensions of initial project 

investigations (taxation, employment security, corruption). 

Table 17 displays the primary sources for Delaware's 156 project 

cases. The table indicates that private indiv;i.duals and private 

organizations referred over five out of ten cases, with criminal jus-

tice agencies and other executive branch agencies (those with no regu-

latory functions) contributing another three out of ten cases. Con-

sumer agencies, regulatory agencies, and the state legislature did not 

refer any significant number of investigations to the project. 

Table 17 

P . rl.mary S 

Delaware 
(N=14l) 

f P ources 0 rOJec 
Sources 

Private individual 

Criminal justice agency 

Other executive agency 

Project initiated 

Private organization 

Consumer agency 

Regulatory agency 

State legislature 
TOTAL 
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t C ases 
% of Cases 

45 

18 

16 

13 

7 

1 

a 

a 
100 
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Case Receipt Methods 

Of the project's total caseload, approximately four out of ten 

were received in written or letter form, nearly three out of ten re-

suIted from telephone contacts, and two out of ten through person to 

person meetings. Nearly two out of ten were initiated by project 

staff. (See Table 18.) 

r---" 
Hethods 

Letter or 

Telephone 

In person 

Table 18 

Delaware 
(N=127) 

Case Receipt Methods 

written form 

Project initiated 
TOTAL 

% of Cases 

39 

26 

21 

15 
101 

Case Screening and Selection Priorities/Assignment 

By reason of the authority and stature of the Attorney General as 

the state's chief law enforcement officer, citizen complaints (includ-

ing anonymous complaints), are routinely received by the department 

and referred to the project for assessment. 

All complaints or other investigative matters received by the de.,. 

partment are initially scre~ned by the chief deputy attorney general. 

Corruption, fraud, or organized crime matters are directly referred to 

the special investigation section for preliminary investigation. 

Matters determined to have merit or potential merit are referred to 

the criminal or civil divisions, or to the special investigation 

section (project) for additional investigation. Depending upon the 
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source of referral and the facts presented, the chief deputy attorney 

general may directly assign cases to a litigation division, or refer 

them to another state agency as appropriate. Because of the broad 

authority of the Attorney General, investiga~ors and prosecutors 

exhibit a greater attention to case strategy and potential remedies in 

the screening and case selection processes. 

Essentially, screening is focused upon determining first whether 

a given complaint has merit or is unfounded, and once such determina-

tion has been made, whether the complaint should be handled initially 

by another state agency, including consumer affairs. Since all mat-

ters resulting in litigation will ultimately be referred back to the 

Department of Justice for civil or criminal prosecution, considerable 

la ti tude in initial investigative or regula tory agency referrals is 

exercised. 

During the screening of complaints for potential assigiUntlint to 

the project, the chief deputy attorney general relies primarily upon 

the following criteria: 

0 

0 

0 

0 

0 

0 

complexity 
seriousness of the offenses or victimizations 
the principals involved in the offenses 
the scope of the illegal conduct 
social and monetary impacts 
the extent of investigation and resources required, 
including expertise 

The development of overall case selection priorities have paral-

leled ,the development of the project's enforcement capabilities and 

the necessity to address the large volume of backlogged cases. For 

instance, in welfare frauds, detection and collection mechanisms have 

been instituted in the Delaware Division of Social Services, enabling 

the project to concentrate on more serious public assistance frauds. 
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After reorganization, the project began to develop more complex cases 

than it had previously. This ability to develop more complex investi­

gations has been substantially assisted by the reported excellent re­

lationships developed with the U. S. Attorney and the active involve-

ment of the three major law enforcement agencies in the state. 

Although not in written form, project case selection and assign-

ment criteria are utilized. These criteria primarily involve the de-

termination of whether the investigation required in a given case can 

best be handled by the project investigative staff or should be 

delegated to another investigative agency. As previously stated, 

since all cases ultimately will be returned to the Delaware Department 

of Justice for civil or criminal prosecution, considerable latitude 

exists in delegating case investigation responsibilities to other 

agencies. 

Cases are assigned to the project in accordance with established 

priorities, including corruption cases (with an emphasis on procure-

ment related offenses), welfare, medicaid, energy, tax evasion, unem-

ployment compensation, and securities frauds. Arson continues as a 

project priority put investigative management is assigned to a special 

task :,~orce headed by the state fire marshal. 

Case Investil?:ation and Management 

Critical to tacilitating investigative referrals is the aforemen-

tioned supervisory committee consisting of the Attorney General and/or 

the chief deputy attorney general, the director of investigations, and 

the chief administrators of the. Delaware State Police, the New Castle 

County Police, and Wilmington City Police. Since the 1979 
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reorganization, the committee had met twelve times in the following 

fifteen month period. The committee recommends action on investiga-

tions with project resource allocations included in committee deliber-

ations. 

Other than court ordered electronic surveillances limiting dis-

semination of evidence or restrictions imposed by reason of a grand 

jury investigation into a matter, project investigative planning is a 

responsibility delegated to the supervisory committee. If the commit-

tee does not participate in a given investigation, investigative 

planning is the responsibility of the chief investigator with approval 

authority vested in the chief deputy attorney general. Planning is 

somewhat less formal in these cases due to the small size of the pro-

ject (section) and the high level of involvement of the chief deputy 

attorney general in the project. 

Depending upon the requirements of each formal investigation, the 

director of investigations assigns specific investigative personnel, 

including the investigative accountant. These assignments are made 

after consultation with the chief deputy attorney general, who assigns 

civil, criminal, or research legal staff as needed to aid the inves-

tigation. 

In cases assigned to other agencies, the project essentially 

assumes only a coordinating and monitoring function. In cases wherein 

a long term effort is deemed necessary and/or the complexity and 

seriousness requires closer monitoring and continuing prosecutive in-

volvement, the case management is generally retained by the project. 

Project case selection was viewed by the chief deputy attorney 

general as developmental in that the project, as reorganized, was 
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heavily involved in implementation. Increasing emphasis on more 

serious crimes and criminal conspiracies is anticipated once staff 

experience and expertise are obtained, existing case backlogs ex-

hausted, and processes are formally inptituted within referring 

agencies to submit cases of a lesser nature directly to departmental 

" 

prosecutors. 

It is contemplated that with the upgrading and redirection of the 

project to more complex white collar crime cases in the future, ad-

justments and refinements in case assignment and referral policies 

will be required. However, the use and role of the assigned partici-

pa ting agency personnel and their role with departmental staff in 

supervising and coordinating project activities is deemed operation-

ally sound and a desirable alternative to a large departmental inves-

tigative staff. 

All litigation in project cases is assigned by the chief deputy 

attorney general to either the state solicitor who heads the civil 

division or to the state prosecutor who heads the criminal division. 

As a significant part of the project reorganization, legal 

research and counsel are now routinely provided to the project on an 

individual case basis by direction of the chief deputy attorney 

general~ 

Prosecutive strategies are developed by the chief deputy attorney 

general and staff attorneys are assigned early in the initiation of 

formal investigations. Strategies and plans are tailored to the needs 

of individual case requirements and the formality of such plans is 

determined by the seriousness, complexity, and multiagency/multijuris-

dictional character of cases. The extent of prosecutive planning 
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varies based on the requirements of the prosecutor assigned to present 

the case to the grand jury. In many respects, project investigations 

into frauds and corruption are without legal precedent in Delaware and 

some investigations are planned for civil prosecution because exper-

ience in pursuing criminal remedies is undergoing development. 

Case Activity Analysis 

Table 19 indicates that nearly four out of ten project cases were 

administratively dismissed by the department for lack of merit, two 

out of ten were referred to other agencies for action (e.g., to other 

agencies, federal authorities, or other states), nearly two out of ten 

wer.e referred wi thin the department for criminal prosecution, less 

than one out of ten was referred for civil penalty or sanction by 

other agencies or the department, and nearly two out of ten cases 

were still pending disposition at the time of data collection. 

Table 19 

Delaware 
(N=156) 

Project Case Closures 
Case Closed by I 
Referral for 
criminal prosecution 

Civil penalty or 
sanction 

Referral to 
other agency 

Official administrative 
dismissal 

Pending 
TOTAL 
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% of Cases 

16 

5 

21 

39 

19 
100 
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Table 20 displays the time duration of cases from project opening 

to project closure. This table indicates that, of those cases closed, 

nearly four out of ten were closed in two months or less, over five 

out of ten in six months or less, over six out of ten in a year or 

less, and nearly eight out of ten were closed in two years or less. 

Only two cases took over two years to close. The fact.that four out 

of ten cases were closed in two months or less is an indicator of the 

screening capability of the project. 

Table 20 

Delaware 
(N=156) 

Case Time Duration 
Project Opening to Project 

Honths Duration 

0-2 

2-6 

6-12 

12-24 

Over 24 

Pending 
TOTAL 

Closing 
% of Cases 

37 

15 

12 

12 

1 

23 
100 

Table 21 indicates the length of time from case opening to final 

prosecutive or civil penalty or sanction disposition. The data show 

that nearly half of the cases were disposed of wi thin six months, and 

all reached final disposition within two years. 
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Table 21 

Delaware 
(N=20) 

Case Time Duration 
Project Opening to Final Disposition 

Months Duration % of Cases 

0-2 25 

2-6 25 

6-12 25 

12-24 25 

Over 24 a 
TOTAL 100 

6. Project Case Dispositions/Outcomes 

During the first fourteen months of operation since reorganiza-

tion, the project utilized both criminal and civil penalties or sa.nc-

tions. As noted previously, there were also more than 1, 000 cases 

backlogged in welfare and employment ~ecurity frauds which were pro-

cessed as special "task force" efforts under project auspices. 

Based upon the project case activities and the intensive proces-

sing of welfare and unemployment backlogs, 744 total investigations 

were claimed by the project in the initial grant with 256 convic-

tions, $108,427 in assessed fines, and over $1,143,000 in court 
-, 

ordered restitutions (of which $891,566 was the" direct result of the 

special "task force" case dispositions). The increased use of civil 

remedies in addition to criminal prosecutions is considered a positive 

accomplishment of the project. 
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Criminal Charging Actions 

More than seventy-seven criminal charges were filed against 

individuals and organizations. There were twelve cases prosecuted 

involving felony charges against eighteen individuals, and twenty-two 

cases involving misdemeanor charges against forty-eight individuals. 

In addition, there were five cases involving misdemeanor charges 

against organizations and one case involving a felony charge against 

an organization. One-third of these cases involved charges against 

more than one person. These cases do not include the 1,000 case 

backlog handled by the special task force. 

Criminal Disposition Actions 

Table 22 indicates that in nearly eighty per cent of the cases 

where a judicial disposition of .a criminal case occurred, at least one 

individual was found guilty. Over seven out of ten cases involving 

organizations resulted in findings of guilty. 
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Table 22 

Delaware 

Criminal Disposition Actions 

Type of 
Disposition 

Charges 
dropped by 
prosecutor 

Dismissed 
prior to 
trial 

Guilty plea 
to original 
charge 

Guilty plea 
to lesser 
char.ge 

Conviction 
on all 
counts 

Conviction 
on some 
counts 

Acquittal 
on all 
counts 

Actions against 
individuals 

No. of cases 
where action 

occurred 

5 

1 

17 

1 

o 

o 

I N(l. of cases 
involving 

more 
than one 

individual 

2 

o 

5 

o 

o 

o 

o 

Criminal Case Sentences 

Actions against 
organizations 

No. of cases 
involving 

No. of cases more 
where action than one 
occurred organization 

2 o 

o o 

4 o 

1 o 

o o 

o o 

o o 

In nine of the cases, a total of twenty-two individuals wEre sen-

tenced to terms in jailor prison, no term being in excess of ten 

years. In eight cases. nine individuals were sentenced to probation 
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or received suspended jailor prison sentences. All sentences were 

17 
for less than five years. 

Nine cases resulted in fines being assessed against thirteen 

individuals and six cases resulted in fines against seven organiza-

tions. The fines totalled $138,622. Restitution was ordered by the 

court in seven cases involving seven individuals and one case involv­

ing two organizations, in the total amount of $232,462.
18 

(See Table 

23. ) 

Table 23 

Delaware 

Criminal Case Sentences 
Case No. of No. of No. of No. of 

Result cases individuals cases organizations 

Jail sentence 9 22 

Probation/ 
suspended sentence 8 9 

Fines 9 13 6 7 

Court ordered 
restitution 7 7 1 2 

17 Delaware also reported probation or suspended sentences in 
sixty-two additional task force action$" nearly all of which were for 
one to two years. This included forty-four welfare fraud actions and 
eighteen unemployment fraud actions, none of which are included in the 
data reflecting project "case" activity. 

18 Delaware required additional restitution (either through court 
order or by agreement) in. the amount of $1,102,034 as a result of the 
backlog task force action. This amount includes $891,566 from 320 
welfare fraud actions and $210,468 from 150 unemployment fraud ac­
tions. None of these amounts is included in data reflecting project 
"case" activity. 
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Civil Penalties or Sanctions 

Table 24 displays the various civil penalties or sanctions 

assessed in project cases. Consent agreements and license revocations 

were the primary penalties or sanctions utilized. 

Table 24 

Delaware 

Civil Penalties or Sanctions 
No. of No. of 

individuals organizations 
No. of cases No. of cases 
involving involving 

No. of cases more No. of cases more 
Type of where action than one where action than one 

Disposition occurred individual occurred organization 

Injunctions 0 0 0 0 

Orders to 
cease & desist 0 0 0 0 

License 
suspension 0 0 0 0 

License 
r.evocation 2 0 0 0 

I. m 

Consent 
agreement 1 0 5 1 

Other 1 0 0 0 

Voluntary Restitution 

There was one case of voluntary restitution reported by the 

Delaware project, in the amount of $2,000. 

-113-



T--~~-

Other Outcomes 

The project has been developing fundamental organizational capa-

bilities since its restructuring in February 1979. Initial emphasis 

was given to addressing major case backlogs and investigating new 

cases utilizing the investigative personnel assigned by the partici-

pating law enforcement agencies. As a result of project investigative 

activities, the department has aided in instituting various other 

remedial actions. One investigation, which led to the conviction of a 

county tax assessor, resulted .in new procedures being developed and 

institutionalized in the tax assessor's office providing for the rota-

tion of tax assessment staff as a prevention against favoritism in 

property assessments. These new procedures resulted in assessments 

which added an additional $12 million to the county property tax 

rolls. 

Further, as a result of the continuing emphasis on procurement 

irregularities, the department in 1979 began developing a uniform con-

tract manual for state agencies. The lack of uniformity in contract-

ing and procurement policies' had been cited as a serious problem in 

the initial grant application for the project in 1977. 

In addition, as a part of the processing of welfare and unemploy-

ment case backlogs, attention has been Igiven to addressing systemic 

inadequacies and developing improved internal auditing capabilities in 

the referral agencies. 
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E. FLORIDA SECURITIES FRAUD IDENTIFICATION AND ENFORCEMENT PROJECT -
FLORIDA COMPTROLLER/DEPARTMENT OF BANKING AND FINANCE 

1. Project Initiation and Background 

Pre-existing Conditions 

The Florida Securities Fraud Investigation and Enforcement Unit 

projec t was the direct result of widespread fraudulent land develop-

ment sales. In the early 1970' t I s, wo arge land sales corporations 

were involved ';n tIle 1 f FI "d I ... sa e 0 or~ a and development investments 

amounting to over $13 million, primarily to Florida residents. The 

investments purportedly were secured by accounts receivable or by 

first mortgages on real property. In 1974, the corporations defaulted 

on promised interest payments, and 'it was discovered that the collat­

eral for the investments was fraudulent and ne.;ther ... assets nor income 

could be located to meet obligations to investors. 

When these defaults occurred in 1974, investors were located in 

over half of :Florida' s sixty-seven counties. Local state attorneys 

commenced investigations in several areas of the state in response to 

the complaints of land sales victims and , in 1975, the first prosecu-

tion of these land sales fraud cases occurred ';n ... Palm Beach County. 

In May of 1976, the Florida House of Representatives Select Com­

mittee ~n Fraudulent Mortgage Sales conducted hearings which resulted 

in a staff report relating to fraudulent investments. The report 

stated that two separate state regulatory agencies, the Florida Divi­

sion of Land Sales, and the Division of Securities in the state Comp­

troller's Office, had been notified of the fraudulent mortgage sales 

as early as 1970, but had failed to take action. Both agencies were 

criticized for claiming that the sales were exempt from state securi-

ties laws and regulatory author';ty. T k f ... wo ey 0 ficials with the 
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Division of Land Sales were demoted or fired as a result of the legis­

lative investigation. The Division of Securities of ·the Comptroller's 

Office was criticized for failure to maintain diligent watch over sus­

pect investment corporations, failure to regulate investmept offer­

ings, and for failing to adequately staff the ~ecurities regulatory 

function in the Comptroller's Office. 

Prior to the publication of the legislative report, the Comptrol-

ler's Office had received a discretionary grant of $99,000 in 1974 to 

create a securities fraud section in that office. There had never 

been a dedicated securities enforcement effort in Florida prio'r to the 

award of the 1974 grant. The project's development, however, was 

frustrated due to the defeat of the incumbent comptroller in the 1974 

state elections. In 1975, under the newly elected Comptroller, the 

project did file civil charges in three land sales fraud cases. One 

of these three cases involved the same defendants as the aforemen­

tioned Palm Beach County criminal prosecution. Project staff assisted 

the Palm Beach State Attorney in the filing of these criminal charges 

and supported the prosecution of the case throughout trial. This sin­

gle case involved 2,000 victims with losses of $20 million, 300 indi­

vidual and 35 corporate defendants and its prosecution was estimated 

to have cost the state $250,000. By the expiration of the first grant 

in January, 1976, a variety of federal and state enforcement agencies 

were actively engaged in investigating fraudulent land sales. 

The 1975 Florida legislative session failed to provide funds 

which had been requested by local state attorneys to support land 

sales prosecutions. Instead, the legislature requested the Florida 

Organized Crime Control Council to seek federal funding. 
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In 1975, three separate grant applications were submitted to LEAA 

totalling $900,000 to support land sales prosecutions. One was for 

continuation of the project in the Comptroller's Office, the other two 

were applications by different state attorneys. In Florida, criminal 

prosecutive authority is vested solely in the twenty locally elected 

state attorneys whose districts encompass one or more counties of the 

state. The Florida Attorney General has broad civil authority; how­

ever, his criminal jurisdiction is limited to appellate authority. In 

response, LEAA recommended that instead of three separate efforts, one 

coordinated interdisciplinary, multijurisdictional enforcement ap­

proach be developed to coordinate all land fraud investigative and 

prosecutive efforts. Such an approach would allow for all LEAA 

funding supports to be consolidated under one "umbrella" grant. 

One important factor underlying LEAA' s recommendation involved 

the amount of discretionary funding which could be awarded to support 

these investigations. Thus, LEAA hoped to reduce the total amount of 

the required funds through anticipated economies resulting from a 

coordinated effort. 

In addition to the grant funding issue, LEAA program managers, 

among others, had expressed concerns about the potential fragmentation 

and overlap of separate investigative/prosecutive efforts. Many of 

these concerns'were generated by the multijurisdictional nature of the 

cases themselves. Often, the land promoters and developers were based 

in one local Florida jurisdiction, while the land used as collateral 

~ ... as located in other jurisdictions. Sales offices were often located 

in different jurisdict:Lons than the primary developer, and sales were 

made to victims throughout the state. It was difficult therefore for 
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local state attorneys to obtain necessary evidence and documentation, 

outside of their own jurisdictions. 

In addition, there were only a few expert witnesses available in 

the state and these were located in the larger urban metropolitan 

areas. State regulatory authorities were located in Tallahassee, 

nearly 500 miles from Miami. As a further complication, local prose-

cutors were reluctant to deplete local' prosecutive resources on land 

sales cases t"hich they perceived to be a statewide, not a local pro-

blem. Lastly, these cases involved securities and brokerage law vio-

lations which were not traditional criminal violations familiar to 

most state attorneys. 

In response to LEAA's recommendation, and after much deliberation 

and negotiation, a revised grant request was submitted which provided 

for a multijurisdictional project policy board comprised of the Flor-
(. 

ida Comptroller, three state attorneys, a federal prosecutor, and the 

commissioner of the Fiorida Department of Law Enforcement. The grant 

proposed administration by the Comptroller's Office and expansion of 
( 

the securities fraud section, created under the prior LEAA grant, to 

conduct land fraud investigations. Land fraud criminal prosecutions 

would remain the responsibility of the local state attorneys and the 

policy board would determine on a case to case basis which state 

attorney was in the most advantageous position to prosecute. 

Not all of the state attorneys agreed that the comptroller was an 

appropriate choice to be the coordinating authority. In fact, some 

state attorneys felt that the land fraud cases could be investigated 

and prosecuted wi.thout a central coordinating authority. 
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Although there are twenty separate state attorney jurisdictions, 

Florida state attorneys had successfully conducted a variety of major 

multijurisdictional investigations in prior years. Coordination 

issues in these investigations had either been resolved among the 

state attorneys themselves, or through the intervention of the Gover-

nor who possesses broad authority over state attorney assignments. 

The particular difficulty posed by the land fraud cases was that land 

fraud involved violations of laws which were enforced by a state regu-

latory agency under the authority of the Comptroller (another state-

wide elective officer), not the Governor. Thus the traditional state 

level coordination' mechanisms were not wholly applicable to the land 

sales case violations. A further complication resulted from the pre-

liminary status of the land fraud investigations and the lack of spec-

ificity upon which intervention by the Governor could be logically 

based. 

Even though a consensus of the participants was never'achieved to 

support the "umbrella" grant concept and the award of the grant to the 

Comptroller's Office, the securities enforcement' project was generally 

accepted once the grant was awarded. The selection of the Comptrol­

ler's Office to administer the grant and investigate the fraud cases 

was, under the circumstances, logical. The Comptroller's Office 

possessed statewide legal authority to investigate civil~.and criminal 
0;:. .... :--

securities violations, securities regulation authority, and the 

authority to obtain civil injunctions to halt violations both of the 

State Sale of Securities Law and the State Mortgage Brokerage Act. 

Under the "umbrella" grant concept, the project staff would conduct 

investigations of land sales frauds, and criminal prosecution would be 
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conducted by local state attorneys, who would be supported throughout 

the prosecution. In addition, the policy board could ensure that the 

cases would be more evenly distributed among the twenty judicial cir-

cuits of the state. 

Once the grant was awarded, however, the project was faced with a 

number of serious organizational issues. The most significant of 

these involved issues between the comptroller and the policy board 

pertaining to the project management authority, including the author­

ity to hire project staff, and the location of project field offices 

and staff. Another important initial policy consideration involved 

the development of policies governing the funding support of local 

prosecutions. 

As originally envisioned, the project policy board was responsi­

ble for establishing investigative priorities, and determining inves-

tigative and prosecutive resource allocations. The board initially 

retained the authority for coordinating overall project activities and 

opera tions, but delega ted day-to-day management responsibilities to 

the comptroller's designee. Although the policy board initially in­

tended to hold monthly meetings, both the frequency of the meetings 

and member attendance dropped considerably after the first few months 

of operation. In fact, only two meetings of the board were held in 

1977 and two in 1978. Some of the policy board members publicly ex-

pressed frustration with the "umbrella" grant process and indicated a 

preferrence for an award granted directly to the affected state attor-

neys. 

The Division of Land Sales never participated in the project, and 

the Florida Department of Law Enforcement's (the state's criminal 
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investigative authority) participation also declined markedly after 

the initial months of the project's creation~ An exchange of intelli-

gence information, however, did continue between the project and the 

department. 

Most initial policy issues were subsequently resolved and the 

state attorney members on thp. policy board agreed to the comptroller's 

management of the project and investigative activities. Serious ad-

ministrative start-up problems were experienced including the acqui-

sition of qualified staff to fill positions within the state salary 

structure, as well as difficulties in locating office space, and 

delays in ordering and receiving equipment. 

In 1977, the policy board agreed to authorize the state attorney 

involved in particular investigations to negotiate offers for rest.:i.-

tution. Subsequently, however, the board did not remain actively in-

volved, or play an important role in the management of the project. 

Separate coordination issues arose with federal prosecutors over 

project investigations \vhich 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, in-

cluding the Department of Housing and Urban Development and the United 

States Postal Service. The Securities and Exchange Commission, while 

very cooperative in terms of information exchange, viewed the Florida 

land frauds strictly as an intrastate problem. The Federal Trade Com-

mission reportedly ,expressed interest only in those land frauds which 

were nationally publicized. 
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Although all of the interagency problems were never entirely 

resolved and the policy board concept did not prove viable, a workirLg 

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 unit/project 

director who had previously supervised the project's Palm Beach field 

office. In part, however, contention diminished due to the passage of 

time and a preoccupation with the land fraud caseloads. 

Legal Authority 

The project's investigative authority was derived from the state 

comptroller's civil authority to regulate the securities industry in 

Florida, including the authority to investigate, issue subpoenas, 

issue administrative orders, examine witnesses under oath, and seek 

civil sanctions. In addition, the comptroller's investigative author-

ity 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 attorneys for prosecution. 

In 1978, as a direct result of recommendations based upon the 

project's activities, the Florida Securities Act was revised to codify 

case law definitions of investment offerings as securities, expand the 

comptroller's authority to seek civil restitution, and provide for the 

confidentiality of investigative processes during the course of 

investiga tions. Other project initiated legislative recommendations 

incorporated in the revised Act were the elimination of the intent 
~; 

-122-

, if; 

requirements for criminal prosecution for fraudulent sales and the 

clarification of exempt securities classifications. 

Institutionalization 

In 1979, the project as an organizational entity was disbanded; 

however, the project's personnel and functions were incorporated with­

in established organizational elements of the Comptroller's Division 

of Securities. The cost of these project funded personnel positions 

was concurrently assumed as state budgeted positions at that time. 
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2. Grant Overview 

The Office of the Florida Comptroller received an LEAA Major 

White Collar Crime Program discretionary grant award of $99,000 

(75-DF-04-0007) to create a securities fraud section, later designated 

as' the Florida Securities Fraud Identification and Enforcement Unit. 

The initial grant period was from September 1, 1974, through January 

31, 1976. Upon expiration of the initial grant, the project was con-

tinued and greatly expanded under a second award ("umbrella" grant) of 

$600,797 (76-DF-04-0016) in LEAA discretionary funds for the period 

February 1, 1976, through July 4, 1978. The expanded project provided 

funds for the establishment and staffing of a securities fraud unit 

with statewide field offices. The project was awarded an additional 

$271,086 (78-DF-AX-OII0) in LEAA funds to continue its activities from 

July 5, 1978, through July 4, 1979. During the 1974-79 period of the 

three LEAA grants, a total of $970,883 in federal funds was awarded to 

the proj ec t. 

3. Project Goals and Objectives 

Goals 

The Florida Attorney General set forth two broad project goals to 

be accomplished during the initial grant period: 

o Establish a securities fraud section within the En­
forcement Bureau of the Division of Securities. 

o Assess the securities fraud problem within tpe 
state. 

This effort was greatly expanded with the award of the 1976 

"umbrella" grant which set forth the following goal: 
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o The proposed project is grounded in the belief that 
the citizenry of the State of Florida is entitled to 
certain protections from financial loss due to the 
illegitimate and fraudulent use of securities by or­
ganized criminals, who use a seemingly legal busi­
ness venture to obtain their illegal ends. Thus, it 
shall be the goal of this project to structure and 
test a new approach to sec uri ties regulation which 
demonstrates the ability to control securities fraud 
in the State of Florida. 

Objectives 

The 1976 grant set forth the following objectives: 

o To measure the extent of the problem: To fully un­
derstand the problem of securities fraud in the 
State of Florida, it is essential that it be accur­
ately measured. In this case, the Division of Se­
curities will begin a period of extensive data col­
lection designed to determine the nature and extent 
of securities fraud, the people involved, and the 
approximate financial loss. The Florida Department 
of Law Enforcement, under a different federal pro­
ject, is maintaining an intelligence file on white 
collar crime activity in Florida. To avoid duplica­
tion of effort,. this project will accomplish the 
following subordinate objectives: 

To contribute 50 items of intelligence informa­
tion to the FDLE intelligence file as pertains 
to the nature and extent of securities fraud 
and the peoFle involved. 

To make 20 evaluations of the potential or a·c­
tual financial loss due to securities fraud. 

o To determine the methods utilized to perpetrate 
se.curities fraud in at least one type of securities 
fraud: To accomplish this objective, the Division 
of Securities will isolate at least one major type 
of securities fraud, and detail in report form the 
complete method of operation as compared to a legi­
timate transaction. 

o To determine the authority and responsibility rela­
tionships for enforcement of the fraudulent prac­
tices provisions of the Act: To accomplish this 
objective the Division of Securities will survey' 
existing legislation to produce an analytical report 
to be forwarded to the Comptroller. the Organized 
Crime Control Council, and the Task Force on Organ­
ized Crime of the Governor's Commission on Criminal 
Justice Standards and Goals. 
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o To develop and demonstrate a successful investiga­
tive technique for one type of securities fraud: To 
accomplish this objective, the Division of Securi­
ties will research and develop the investigative 
technique required for at least one type of securi~ 
ties fraud. This technique will be demonstrated and 
tested during an actual investigation. If success­
ful, the technique will be documented for appropri­
ate dissemination. 

I', , 
,;' 

o To develop and demonstrate a l~tU:~c(:!ssful prosecution 
technique for one type of s;i~g:'{~}lties fraud: To ac­
complish this objective the D:Lv:Lsion of Securities, 
working in close coordination ,<lith the appropriate 
state attorney's office, will F.t8sist in the research 
and development of the prosecutorial technique re­
quired for at least one type of securities fraud. 
This technique will be demonstrated and tested 
during an actual prosecution. If successful, the 
technique will be documented for appropriate dissem-
ination. . 

o To sponsor 10 conferences with other criminal jus­
tice agencies responsible for enforcement of the 
fraudulent practices provisions of the Act, to fos­
ter a coordinated attack upon the problem: To accom­
plish this objective the Division of Securities will 
sponsor all such co~ferences required for successful 
completion of at least one case in one type of se­
curities fraud. 

o To sponsor five conferences with representatives of 
the~rities industry to foster their cooperation 
and participation in the enforcement of the Act. 

o To research and develop a "legislative package" de­
signed to strengthen the Florida Securities Law, 
and create a model securities regulation program: 
To accomplish this objective the Division of Secur­
i ties will forward the resulting document to the 
Comptroller for his review and approval, following 
which a "legislative program" will be designed 
around the document. 

o To provide for wide dissemination of the technology 
developed by this project: To attain this objective 
the Division of Securities will accomplish the fol­
lowing subordinate objectives: 

To disseminate the final version of the report 
on prosecutorial technique to 20 state attor­
neys. 

-126-

To disseminate the final version of the report 
on method of operation and the report on inves­
tigation technique to 50 selected law enforce­
ment/regulatory agencies. 

To disseminate the final version of the "legis­
lative program" to three other states, the Task 
Force on Organized Crime, the Organized Crime 
Control Council, and Appropriate Committees of 
the Florida Legislature. 

To provide on-site technical assistance to five 
law enforcement agencies in the area of securi­
ties fraud investigation. 

To provide on-site technical assistance to 
three state attorneys in the area of securities 
fraud prosecution. 

o To increase the number of securities fraud cases 
filed in the State of Florida by 50%: This final 
objective is the primary focus of the project, and 
will be utilized as the major theme of the evalua­
tion of the proj ec t 's impac t on Florida's criminal 
justice system. 

4. 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, due 

to the great level of criminal justice response activity to land sales 

frauds occurring in the southern part of Florida, the bulk of project 

activity occurred in Palm Beach County during the initial grant period 

(1974-76). During this phase, project staffing consisted of an at tor-

ney who supervised the project, one securities registration analyst, 

three investigatClrs, (one serving as an investigative supervisor), and 

a secretary. 
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Following the first grant period during which the project filed 

three civil actions and assisted in the first prosecution of a land 

fraud case, the project ,vas continued on" a greatly expanded basis with 

the award of the "umbrella" grant in 1976. 

The 1976 grant was obtained by the newly elected state comptrol-

ler who established a Tallahassee based project headquarters and field 

offices in five separate state locations. Each field office was 

f· 
staffed with an attorney, two investigators, and a secretary. The 

original project organizational structure is shown in Exhibit 7. 

EXHIBIT 7 
FLORIDA PROJECT ORGANIZATIONAL STRUCTURE 

Department of Banking 
and Finance - Comptroller 

I 
I I I 1 

Division Division Division Division of 
of of of Accounting 

Banking Finance Securities and Auditing 

I 
I I 

Enforcement Registration 
Bureau Bureau 

I 
:;:,:~-I I 

?perations Securities 
Section Fraud Section 

The 1976 grant provided for six attorneys, eight investigators, 

two accountant/investigators, five secretaries, and one fiscal ass is-

tanto Funds were also provided for .consultant/expert witness services 

'-
J' 
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(accounting, tax, appraisal, court reporting, and securities analy­

sis), travel, office equipment and furniture, telephone and copying 

service, information and evidence expenses, and office rentals. 

The project never staffed all twenty-two grant funded positions 

during the period of the first grant. The Tampa field office was 

never staffed because of problems in finding qualified personnel and 

also because land fraud cases were already being prosecuted by an 

aggressive state attorney in a neighboring district. In May of 1977, 

the policy board recommended the closing of other project offices in 

Orlando and Jacksonville. Thus, by the end of the second grant per­

iod, there were only eight project staff members remaining. The West 

Palm Beach office remained as the primary field office during the pro­

ject. The maximum number of employees on the grant payroll at anyone 

time was seventeen, with twenty-six separate individuals having worked 

on the project during the twenty-nine month period. Some of the staff 

turnover was due to promotions of project personnel to positions of 

greater responsibility within the Comptroller's Office. By 1977, the 

Division of Securities had assigned thirty-nine state funded positions 

to the project in addition to the twenty-two positions authorized in 

the grant. 

Midway in the second grant period, the project's management began 

to stabilize and within the first ninety days of the third grant per­

iod, (1978-1979), field offices were established and fully staffed in 

Fort Lauderdale, Palm Beach, Orlando, Tampa, and Tallahassee. Upon the 

expiration of the third grant, however, the project field offices were 

again substantially reduced. In the 1978 continuation grant, the fo-

cus of the project shifted from investigation to enforcement and 
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prosecution. The continuation grant funded six attorneys, three in- 0 Land fraud/mortgage fraud 

vestigators, two secretaries, and one accountant. The same types of 0 General securities law violations 

support services, equipment, and expenses provided for in the first 0 Worm farm investment fraud , 
" grant were also provided for in the continuation grant. 0 Industrial bond fraud 

Project staff were recruited from law schools, state perstmnel 0 Church bond fraud 

applicant registers, and as a result of intra-agency promotions. The 0 Coal/energy related fraud 

securities investigators and registration analysts employed under the 

1976 grant had various backgrounds, including an involvement with the Case Origins 

initial securities fraud grant, banking investigations, military in- Complaints were received by the project from victims, law en-

vestigations, private investigations, land title searches, and legis- forcement agencies, state attorneys, federal agencies, and consumer 

lative analysis. Project attorneys came from various backgrounds in- protection groups. Three investigations were project initiated. 

cluding prosecution, corporate law, land corporations, and private law Although the bulk of the project's sixty cases resulted from com-

practice. plaints from individual victims, at the time of the second grant 

award, over fifty companies and fifty mortgage brokers had already 

5. Project Operations been identified as project targets from the Division of Securities own 

Case Types complaint and investigative files, or from prosecutive filings and 

Florida reported a total of sixty project cases, the bulk of documentation, or reports of other state and federal agencies. 

which involved land sales frauds during all three grant periods. Table 25 displays the primary sources of Florida's sixty project 

During the later stages of the project when land fraud investiga- cases. The table indicates that private individuals referred nearly 

tions were either completed or in the process of completion, the pro- eight out of ten cases, with criminal justice agencies contributing 

ject broadened its investigative focus to include other large scale one out of ten cases. Consumer agencies, regulatory agencies, and the 

frauds. These frauds had come to the project's attention through reg- state legislature did not make any significant number of referrals to 

ular securities enforcement channels of the Comptroller's Office or the project. 

self initiated by the project staff. 

During the time span of the project the following types of frauds 

were investigated, civilly or criminally, by the project. 

-130- -131-



Table 25 

Florida 
(N=50) 

Pr1mary S ources 0 f P 
Sources 

Private individual 

Criminal justice agency 

Other executive agency 

Project initiated 

Private organization 

Consumer agency 

Regulatory agency 

State legislature 
TOTAL 

Case Receipt Methods 

rOJec t Cases 
% of Cases 

76 

14 

4 

6 

0 

0 

0 

0 
100 

Table 26 indicates that of the project's sixty cases, approxi-

mately six out of ten came in written or letter form, and nearly two 

out of ten through person to person meetings. 

Table 26 

Florida 
(N=51) 

Case Receipt Methods 
Hethods % 

Letter or written form 

In person 

Telephone 

Project initiated 
TOTAL 
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of Cases 

61 

19 

14 

6 
100 

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

Case Screening and Selection Priorities/Assignment 

The rationale and methodology used in complaint screening and 

case selection/prioritization/assignment can be generally divided into 

two distinct stages of the project based upon the project's stated 

purpose and evolutionary progress. During the first stage of the pro-

ject, the vast preponderance of complaints were received at either the 

project's headquarters in Tallahassee or a field office pertaining to 

targeted land frauds. Victim complaints and case referrals were 

screened to determine their relevance to an ongoing investigation or 

identified land sales target. Once this determination was made, the 

complaint was forwarded to whichever field office was most appropriate 

for substantive review and assessment. Since these complaints were 

generally mo re akin to leads re levan t to ongoing inves tiga tions, a 

decision was seldom, if ever, required to ini tia te a new land fraud 

case investigation. These complaints, while not necessarily a source 

of new cases, were nevertheless vital to the project's activities in 

that they identified potential victims, witnesses, and provided addi-

tional documentary evidence of frauds which could then be investigated 

by project staff. Land fraud sales case selection had, to a consider-

able degree, been pre-determined at the project's initiation since po-

tential case targets had already been identified. 

Case assignment during the main land fraud investigation stage 

was primarily determined by the logical sites of prosecution and ongo-

ing investigative activity. Since all case work was under the ulti-

mate management control of the project's headquarters in Tallahassee, 

case assignments could be shifted if the prosecution site changed from 

the jurisdiction of one field office to another; however, the majority 
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of cases were managed locally by the Palm Beach field office. All 

field personnel assisted in investigating leads and conducting other 

case activities as required. 

As the project completed its primary investigations of land 

frauds, the project director selected other securities frauds for pro-

ject investigation. While these cases were developed by the project, 

they either had been identified by the project staff or were matters 

which had been received through regular securities fraud enforcement 

channels in the Comptroller's Office and were in some stage of 

screening or preliminary investigation. In the latter cases, the 

project director generally reviewed them more in the manner of case 

referrals than a screening of initial complaints. The project direc-

tor selected those, which by reason of their magnitude and complexity, 

were best suited to the project's enhanced investigative capabilities 

and expertise. 

The criteria used by the project to select cases were as follows: 

o A large volume of complaints 

o A pattern of alleged fraud 

o A large number of victims 

o Significance and notoriety 

These criteria were utilized exclusively in the selection of 

cases other than land frauds. In the primary project investigations 

involving .land frauds, these criteria, while applic:able, were no t 

rigidly applied because major prosecutive targets had to a large de-

gree already been identified. Thus, the aforementioned case selection 

criteria, while reflecting the characteristics of the land fraud tar-

gets which were in fact investigated, did not necessarily govern case 
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selection. While 'they did serve as selection criteria in f)ther fraud 

cases in the later stages of the project, their main purpose ir:. the 

first stage of the project was to guide land fraud investigation and 

prosecution resource allocations. In the later stages when cases 

other than land frauds were investigated, case assignments were made 

by the project director. These cases were either assigned to project 

staff located in Tallahassee or to staff located in the one remaining 

field office in Palm Beach County. 

Case Investigation and Management 

In 1974, the initial grant application set forth over fifty land 

companies and fifty mortgage brokers as potential targets. Prelimj.­

nary investigations reduced the target list to twenty companies. Vic­

tims in the major land fraud case were identified throughout Florida, 

in thirty-five other states, and in five foreign countries. During 

the approximate fifty-eight months of project operations (1974-79) 

case management policies were developed and revised in accordance with 

the purposes of each grant whJ.' ch reflected ' J 1 p.ssentJ.a. y the evolution 

and status of the land fraud prosecutions. 

During the first grant, the project provided direct support to 

land fraud prosecutions in Palm Beach County. Due to the turnover of 

proj ec t personnel during the grant period, case management processes 

could not be documented. Other project activities were conducted p:ri­

marily in support of the Palm Beach County State Attorney. The pr.o­

ject 's sole field office in Palm Beach County was essentially the 

project's base of operations. 
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Formal management processes were introduced in the second grant 

period as a direct result of the promotion of the Balm Beach field 

office supervising attorney to project director. Guidelines were for­

mulated in an att~mpt to standardize coordination and criminal inves­

tigative activities among all the field offices; however, these were 

later abandoned due to the complexity and dissimilarities of the 

cases. Instead, the project director personally monitored progress 

through the review of field office communications and reports, copies 

of which were routinely routed through the project's headquarters. 

Workload adjustments and case priorities were set by the project di-

rector, and specific guidance and advice was given to field staff mem­

bers as a result of these reviews. Each field office, including the 

office in Tallahassee, had a supervising attorney who managed the ac-

tivities of the field office investigative staff and who maintained 

liaison with state attorneys to whom specific investigative or other 

supports were being provided. Field supervisors were delegated con-

siderable latitude in the conduct of investigative activities inc lud-

ing the authority to assess complaints, including those relating to 

identi.fied targets, and in assigning interviews of victims, and wit-

rtesses, and in assessing evidence. 

Incoming complaints were preliminarily investigated, and if 

deemed meritorious, a request for 8 full invstigation would be made. 

The Deputy Comptroller and/or the Director of the Division of Securi­

ties would issue an "order of investigation" authorizing a full inves-

tigation. Since both criminal prosecution and the administrative/ci-

viI authority of the Comptroller's Office could be potentially 

involved, initial case planning involved considerations ranging from 
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determining the restitution potential for victims to criminal prosecu-

tion potential. 

The project's investigations were tailored to the needs of land 

sales fraud prosecutions in the ;first grant and to other land fraud 

cases which were only in the investigative stage in the beginning of 

the second grant. While the latter cases were clearly destined for 

prosecution, investigation had not proceeded to the point of prosecu-

tor involvement. As a reSUlt, cases were essentially investigated, 

evaluated, and criminal charges drawn by the project before submission 

to a prosecutive jursidiction for action. This practice of criminal 

case development solely within the project, without prosecutive gui-

dance, drew criticism from local state attorneys and was aggravated by 

the lack of project staff experience. As a result, in the later 

stages of the second grant, following the aforementioned appointment, 

cases having criminal prosecution potential were coordinated with the 

appropriate prosecutor and with prosecutive strategies. 

Subpoenas were obtained under the Comptroller's authority and 

project personnel were responsible for the evaluation of evidence ob-

tained. Upon completion of an investigation, an investigator's prose-

cution report was prepared containing the results of the investiga-

tion, an outline of the criminal violations involved, and setting 

forth exhibits evidencing such violations. 

Case management and support continued through prosecution in that 

the project provided technical experts, investigative support, and in 

numerous cases, project attorneys were sworn in as assistant state 

attorneys to aid in the preparation and trial of project cases. 
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While the civil authority of the comptroller was used to obtain 
.I 

injunctions and other remedies, restitution to victims could not al-

ways be obtained. Since the fraudulent activity could not be effec-

tively stopped through civil enforcement, and since the criminal con-

duct was often so aggravated, the project's thrust was primarily to 

support criminal prosecution. 

Case Activity Analysis 

Nearly four out of ten of the project's sixty cases were referred 

for criminal prosecution, nearly four out of ten were retained for 

civil penalty or sanction, and less than one out of ten was referred 

to other agencies for action (e.g. to other states for prosecution or 

sanction). Two out of ten cases were in a pending status at the time 

of data collection. In less than one out of ten of the project's 

cases, prosecution and/or other sanctions were not deemed warranted 

and these cases were administratively dismissed. (See Table 27.) 

Table 27 

Florida 
(N=60) 

Project Case Closures 
Case Closed by 

Referral for 
criminal prosecution 

Civil penalty or 
sanction 

Referral to 
other agency 

Pending 

Official administrative 
dismissal 
TOTAL I 
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% of Cases 

35 

35 

3 

23 

3 
99 

!, ,1; 

t 
l 
! 
l' '~ 
t r 
1,i 

Table 28 displays the time duration of cases from project opening 

to project closure. One out of ten cases was closed in two months or 

less, two out of ten in six months or less, nearly four out of ten in 

a year or less, and nearly three out of ten cases took longer than one 

year to close. 

Table 28 

Florida 
(N=60) 

Case Time Duration 
Project Opening to Project 

Honths Duration 

0-2 

2-6 

6-12 

12-24 

Over 24 

Pending 
TOTAL 

Closing 
% of Cases 

10 

10 

17 

13 

12 

39 
101 

r 
If;:; Table 29 indicates the length of time from project case opening 

r: to final prosecutive or civil penalty or sanction disposition. The , 
1 I, data show that two out of ten cases took longer than two years to 

I' ~ reach disposition. This table shows only cases referred for prosecu-

I. tion or sanction, and does not include cases in' pending status at the 
f, r: 
I time of data collec tion. 
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Table 29 

Florida 
(N=34) 

Case Time Duration 
Project Opening to Final Disposl.tion 

Months Duration % of Cases 

0-2 9 

2-6 18 

6-12 29 

12-24 21 

Over 24 23 

TOTAL 100 

6. Project Case Dispositions/Outcomes 

, 

The primary focus of the project was criminal and civil prosecu-

tion of the land fraud cases. The department I s civil authority was 

fully utilized ion these cases, including injunctions, fines, and, in 

the latter stages of the project, restitution. Prosecution of crimi-

nal cases was closely coordinated with various state attorney offices 

and these cases were supported by project investigative and legal ex-

pertise through trial. A large percentage (70%) of project cases was 

prosecuted or civilly sanctioned. 

Criminal Charging Actions 

All of the charges filed in Florida were for felony violations. 

TIlere were a total of forty-three cases involving 104 individuals and 

organizations charged with crimes. Over seven out of ten cases in-

volved two or more individuals or organizations. 
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Criminal Disposition Actions 

Table 30 indicates that in nearly eight out ten cases where a ju-

dicial disposition of a criminal case occurred, at least one indivi-

dual was found guilty. Over three out of ten cases involving organi-

zations resulted in convictions. 

Table 30 

Florida 

Criminal Disposition Actions 

Type of 
Disposition 

Charges 
dropped by 
prosecutor 

Dismissed 
prior to 
trial 

Guilty plea 
to original 
charge 

Guilty plea 
to lesser 
charge 

Conviction 
on all 
counts 

Conviction 
on some 
counts 

Acquittal 
on all 
counts 

Actions against 
individuals 

No. of cases 
where action 

occurred 

5 

1 

19 

1 

4 

o 

2 

No. of cases 
involving 

more 
than one 

individual 

2 

1 

10 

1 

4 

o 

o 
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Actions against 
organizations 

No. of cases 
involving 

No. of cases more 
where action than one 
occurred organization 

6 4 

3 3 

3 2 

o o 

2 1 

o o 

o o 
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Criminal Case Sentences 

In eight cases, a total of thirteen individuals were sentenced to Table 32 

terms in j ail or prison, with three of these cases resulting in termS Florida 

in excess of twenty years. In eight(:(en cases, thirty-five individuals Civil Penalties or Sanctions ,. 

No. of No. of 
were sentenced to probation or received suspended jailor prison sen- individuals organizations 

No. of cases No. of cases 
tences. Seven of these sentences exceeded ten years. Fourteen cases involving involving 

No. of cases . more No. of cases more 
resulted in fines totalling $397,300 being assessed against sixteen Type of where action than one where action than one 

Disposition occurred individual occurred organization 
individuals and two organizations. Restitution was ordered by the 

Injunctions 18 12 13 2 
court in eleven cases involving fourteen individuals and one crgani-

Orders to 
zation, totalling $2,380,447. (See Table 31.) cease & desist 1 1 2 1 

Table '31 License 
suspension 0 0 0 0 

Florida 
License 

Criminal Case Sentences revocation 0 0 1 1 

Consent 
Case No. of I No. of I No. of I No. of , 

Result cases individuals cases organizations 
agreement 2 1 0 0 

Jail sentence 8 13 
Other 0 0 0 0 

Probation/ 
suspended sentence 18 35 

Fines 12 16 2 2 Voluntary Restitution 

Court ordered There were no reported cases of voluntary restitution in Florida. 
restitution 10 14 1 1 

Other Outcomes 
Civil Penalties and Sanctions 

At an early stage of the grant, project attorneys attempted to 
Table 32 displays the various civil penaltie$ or sanctions 

assessed in the cases handled by this method. The most common sanc-
use the equity powers of the courts to compel restitution; however, an 

appellate court decision held that the Comptroller was without author-
tion was an injunction (thirty-one cases), with an order to cease and 

desist a prescribed form of conduct occurring in three cases. 
ity to seek such a remedy. Project attorneys then began trying to se-

cure court appointed receivers to recov~r funds on behalf of victims 

in conjunction with actions for injunctive relief. In 1978, 
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the Comptroller successfully requested the state legislature to amend 

the state law and allow the Comptroller to seek restitution. It was 

the proj ec t staff's belief that the recovery of some of the invest-

ments through restitution was far more effective than injunctive re-

lief. 

Appropriate investigative and prosecutive techniques were formu-

lated and tested during the initial grant period. As a result, the 

project developed a securities investigations manual containing 

sources of information, priorities, case opening procedures, inter-

views and documen tary examination techniques , preservation of evi-

dence, news media policies, and procedures governing specialized in-

vestigations. In addition, various trial techniques which proved 

successful were made available to other prosecutors upon request. 

A subjective, as well as an objective analysis of the overall 

effort, indicated that the project, in conj!.tnction with local state 

attorneys, did in fact have a major deterrent effect on land sales/ 

mortgage fraud schemes within the State of Florida. This effect is 

based upon the very minimal number of land fraud victim complaints 

received following the prosecution of project land fraud cases. 

ID· 
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F. SECURITIES FRAUD DETECTION IDENTIFICATION 
PROJECT - ALABAHA SECURITIES 'COMMISSION ' 

1. Project Initiation and Backg~ound 

Pre-existing Conditions 

AND ENFORCEMENT 

During the 1963-67 term of a former Alabama Attorney General, at 

nera a so serve as the State Securities which time the Attorney Ge I I d 

Commissioner, a variety of serious abuses in securities transactions 

occurred. ~ ~n pu ~c securities offer-There had been a great 4ncrease' bl' 

ings within the state during th4s per{od, d I ~ ~ an a arge number of vic-

timizations resulted from fraudulent practices involved in these 

offerings. Among the documented abusive practices which occurred in 

the regulation of securities during this per40d ~ were the following: 

o lack of detail in prospectus information 
o lengthy stock subscription periods 
o exhorbitant price escalations 
o high offering expenses 
o favoritism to particular lawyers 

In addition, it was revealed that the At torney General's Office 

had received certain investigation fees and had used these fees for 

questionable purposes. 

A state legislative committee invest4gated h ~ t ese reported irregu-

larities and found that an estimated two-th4rds ~ of the $100 million in 

securities sold intrastate ,during the period 1960-67 were worthless by 

1968. In 1968, the aforementioned former Attorney General was con­

victed of extortion in a securities related transaction. 

During this same period, numerous industrial revenue bond pro­

jects failed as a result of fraudulent promotion activities which ad­

versely affected the legitimate industrial revenue bond market in Ala-

bama. It was estimated that nearly $30,000,000 was lost as a result 
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of these activities, although only one criminal coriviction resulted 

from the bond swindles. 

L 
1 

I t& 

As a result of these events, the 1968 Alabama legislature amended I , I 
the Alabama Securities Act by r,emoving securities regulation as an ex- I 
c1usive authority of the Attorney General's Office and vested the au-

thority in a newly created Alabama Securities Commission. I at 
, 
I 

In the early 1970's, due to the lack of activity of the commis-

sion staff, the commission gradually abdicated some of its independent 

investigative and enforcement authority back to the Attorney General's 

r 
j 

I 
J~ 

j 

Office. 

In 1975, the commission 'appointed a new director. The ne~v direc-

tor began concerted efforts to reassert the independent regulatory and 

enforcement authority of the commission. In addition, staffing 

changes and policy revisions occurred in an effort to increase the 

I 
r 
) ,..~ 

I 
,..!~ 

I (i~ 
! 

,,<, 

effectiveness of the commission's regulatory activities. Within a 

relatively short time after the commission commenced a more aggres-

1 

t 
I 

sive, independent enforcement posture, fraudulent schemes in oil and 

gas leases and other schemes involving insurance companies were de-

j 
~ 

I 
tected by commission investigators. 

In 1976, the commission commenced a total reassessment of its en-
I 
I -'.J;. 

forcement actions and case activities. Files were reviewed and r 
I 

screened, closed investigations were reopened for additional investi- j 

r 
gation, and numerous additional complaints were received. One of the 

reported results of this reassessment was that numerous professional 

and organized swindlers, who had been involved in fraudulent activi-

I !It. 

) 
r ' , , , 

ties in other states, had become entrenched in the Alabama financial I' 
community. if! 

j'1 

L 
1. 
I 
l' 

-146-
J.' 
I" 
I 

I I 

l 
fi 
(I,~ 

Complicating the efforts of the commission to establish an effec-

tive enforcement role in carrying out the Act was the increasing vol­

ume of complaints. Complaints received by the commission doubled be­

tween 1975 and 1976 and resulted in major problems in processing and 

investi.gating this large volume. The commission lacked sufficient 

resources to investigate the increasing caseloads. As a result, the 

commission applied for an LEAA Major White Collar Crime Program grant. 

This grant was awarded in July 1977. The primary purpose of the 

grant was to establish a strike force capability within the commission 

to detect and investigate major securities frauds, and to provide in­

vestigative and legal support to Alabama district attorneys for the 

express purpose of prosecuting violators of state criminal laws. The 

Alabama District Attorney's Association unanimously endorsed the pro­

posed project and the strike force concept. In addition, a securities 

fraud strike force advisory council was established to assist the com­

mission in administering the projec t. The advisory council was com­

posed of commission members, the Attorney General, the Alabama Depart­

ment of Public Safety, local district attorneys, and local law en-

forcement agencies. The council was designed to provide necessary 

policy and direction to the project, to ensure that additional inves­

tigative resources would be available, and to provide a working liai-

son for the referral of proJ"ect cases f " " 1 or cr~m~na prosecution. 

~al Authority 

The Alabama Securities Commission ~s th ... e state agency which 

enforces the Alabama Securities Act. 
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In 1968, the State of Alabama enacted the Alabama Securities Act 

as additional legislation to protect investors from fraud and to pre-

serve legitimate capital markets. The 1968 legislation required 

registra tion of securities, dealers and salespersons, and provided 

civil, administrative, and criminal remedies for violations. The act 

expanded the commission to five members: the Attorney General, the 

Superintendent of Banks, the Commissioner of Insurance, an attorney, 

and a certified public accountant. The latter two members are appoin-

ted to the commission by the Governor. The commission members serve 

to buffer the commission staff from political or vested interests. 

During the 1975 Session of the Alabama Legislature, the securities 

laws were codified into the 1975 Securities Act of Alabama. 

Alabama law protects each of the commissioners from civil lia­

bility to investors, applicants, or others for their actions, absent 

proof of corrup tion. The commission appoints a i:iirector under the 

merit system who can be discharged only for just cause. The director 

is required to be a member of the Alabama Bar Association. The com­

mission also promulgates rules and regulations which further delineate 

its statutory authority. 

The Act granted the Alabama Securities Commission the authority 

to conduct both examinations and investigations, including the author-

ity to self-initiate investigations. The commission also possesses 

the power to require sworn statements and issue subpoenas, and search 

warrants may be applied for through either IOI!al district attorneys or 

directly to a judge. The act also authorizes the commission director 

to make application for arrest warrants. 
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The commission is also responsible under the f 
act or the regis-

tra tion of securities offerings t regi t ti f 
s ra on 0 $ecuri ties dealers 

and salespersons, and enforcement of antifraud provisions and statu-

tory requirements relating to securities transactions. 

Institutionalization 

The Alabama Securities Fraud Detection, Identification, and En­

forcement project was effectively integrated into the existing staff 

of the Alabama Securities Commission in 1979 upon the completion of 

the grant period. 
The project is now funded entirely Out of state 

appropriations. 

The commission has experienced 'd bl 
cons~ era e growth during the 

last five years. In 1975 it b 
, s state udget was $95,000; in 1980, its 

state budget increased to $500 000 , . To a large extent, the Commis-
sion's 

growth is attributed to the enforcement activities of the p:ro-

jec t. 

2. Grant Overview 

in 

The Alabama Securities Commission was initially awarded $200,000 

LEAA Major White Collar Crime Program funds (77-DF-04-0011) for the 

period July 1, 1977, through December 31~ 1978, to establish a state-

wide securities fraud enforcement effort. Th ' 
e project was entitled, 

"Securities Fraud Detection , Identification, and Enforcement Project." 

This grant was subsequently extended with no additional f 
- grant ul'lciing 

to March 31, 1979. A supplemental award in the amount of $80,593 to 

continue the project began April 1, 1979, and ended December 3 
1, 1979. 

Total grant funding of the Alabama proJ'ect amounted 
to $280,593. 
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In addition to providing funds to establish a "strike force" cap-

ability within the commission, the grant also provided funding for 

general office expenses including tental of office space, telephones, 

reproduction, automobile maintenance, court reporter transcripts, and 

staff travel. In addition, funds were provided to develop training 

manuals and other aids, and to conduct statewide training programs. 

3. Project Goal and Objectives 

One broad goal and seven specific objectives were stated in the 

project's original grant application, as follows: 

Goal 

o The broad goal of the strike force is to rid the 
State of Alabama of its substantial and entrenched 
organized crime connected securities swindlers by 
criminal prosecution. 

Objec tives 

o Increase substantially and measurably by appropriate 
liaison and cooperation the criminal prosecution of 
swindlers. 

o Coordinate by cooperation the efforts of all agen­
cies with responsibilities for detection, identifi­
cation, apprehension, and prosecution of securities 
fraud criminals. 

o Add substantial contribution to consumer protection 
efforts in education of public investors in avoiding 
securities fraud schemes and white collar crimes, 
through the publicizing of prosecuted violations. 

o Intensify and increase criminal filings against se­
curities violators; develop a high volume of such 
quality cases that successful prosecutions cannot be 
denied; this to be accomplished by development of 
technically acceptable evidence to provide support 
and assistance for prosecution at all levels. 

o Reduce the population of professional "superfraud," 
syndicated crime connected thieves. 
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o Maintain a reliable central information file 
securities violators, schemes, etc. 

on 

o As a result of increased securities enforcement and 
regulation, assist the State of Alabama to obtain a 
triple A bond rating for its lUunicipal and state 
bonds. 

In 1979, the continuation grant reqtiest listed the following ob­

jec tives, in addition to those set forth in the original grant: 

o Existing personnel from the commission's original 
grant will be carried forward and continued on this 
project. Other spe~ialized experts will be retained 
on an as-needed basis from grant resources. 

o Project personnel and resources will be assigned to 
investigate the case and prepare it for prosecution. 
However, it will be the sole responsibility of the 
affected district attorney to exercise his discre­
tion as to what matters are prosecuted within his 
jurisdiction. District attorneys will inform the 
proj ect director of all criminal actions filed and 
all convictions result~.ng directly from grant assis­
tance. 

o At .least once per month during the grant period, 
project staff will meet with appropriate federal, 
state, and local law enforcement officials to com­
municate and share data and strategy. Intellioence 
will, be shared, tactics discussed, and progres~ re­
ports exchanged. 

o In order to identify victims, lists of corporate in­
vestors will be secured from subpoenaed corporate 
records. Also, a formalized procedure will be es­
tablished between project personnel and consumer 
protection agencies who routinely receive complaints 
appropriate for project consideration. 

o A trial manual and training program for prosecutors 
will be developed. The manual will 'be disseminated 
via the State District Attorney's Association. 

Included in the manual will be: 

Suggested patterns for questioning of expert 
witnesses. 

Suggested opening and closing arguments setting 
forth the elements of proof and the impact of 
this type of white collar crime on the victims 
and the economy of the State. 

-151-



-,- --~-

The emphasis of the rnanual will be on aspec ts of 
civil law which impact on the criminal prosecution 
of securities fraud laws. 

o The legitimate securities industry will be kept 
informed of developments in fraudulent securities 
practices. Meetings will be held with representa­
tives of the securities industry and they will be 
encouraged to alert I::ustomers to the most· current 
schemes. 

o Following or concurrent with civil or criminal 
proceedings, the project attorney will move for 
disgorgement of fraudulently procurred investments. 
No accurate figure can be calculated for the total 
amounts that may be returned to investor victims. 
However, it is believed that a conscientious effort 
on the part of project personnel could realize a 
significant return to victimized citizens. 

a The Investigations and Enforcement Unit will sponsor 
one seminar relating to state prosecution of securi­
ties frauds. 

In addition to enhancing interagency cooperation, the commission 

pledged also to continue the coordination of administrative actions, 

civil litigations, and public awareness programs as well as to devel-

oping criminal prosecutions. 

4. Project Organization, Structure, and Staffing 

The appointed Director of the Alabama Securities Commission ex-

ercised oversight over all functions and activities of the project. 

The project was administratively assigned to the enforcement element 

of the commi.ssion. Day-to-day management and control of the project 

was delegated to the deputy director. The deputy director also com-

manded the enforcement element and served as project director. Orig-

inally, grant funded project staff were assigned to the "strike force" 

(unit), while state funded commission staff were separately assigned 
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to the current operational unit. In late 1979, upon the completion of 

the grant, project staff and commission staff were combined into one 

staff and assigned as needed to either the strike force or the opera-

tional units in order to allow for a more efficient and expeditious 

handling of complaints. The organizational structure evolved during 

the grant period to the configuration shown in Exhibit 8. 

EXHIBIT 8 

AL~AMA PROJECT ORGANIZATIONAL STRUCTURE 

I 
Dealer 

Registration 
Element 

Current 
Operational 

Unit 

Securities 
Commission 

Director 

Deputy 
Director 

Enforcement 
Element 

I 
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Project grant funded positions were as follows: one supervisor, 

one attorney, one securities accounts examiner (auditor), one securi-

ties examiner (investigator), and two secretarial support positions. 

The state funded unit was comprised of two securities accounts exami-

ners, one securities examiner, and secretarial support. 

The duties of the project attorney included providing advice on 

securities laws, initiating and litigating administrative and civil 

actions, and providing legal assistance to district attorneys, the 

,0:::..., 

Attorney General, and other prosecutors in criminal trials. Securi-

ties accounts examiners primarily examined and conducted audits of 

books and accounts of persons and entities under investigation. 

Securities examiners prepared investigative reports, gathered evi-

dence, interviewed witnesses, and prepared exhibits. 

Project staff primarily consisted of individuals experienced in 

securities registration and enforcement in other states, or indivi-

duals having federal or military investigative backgrounds. 

staff members had accounting and fiscal backgrounds and experience. 

All project staff were selected through the state merit system appli-

cant registers. 

The project experienced some difficulty in the acquisition and 

retention of the staff attorney, thus complicating the prosecution 

support task. Nearly a year passed before the project attorney posi-

tion was filled, and then only through the assignment of an assistant 

attorney general. Another difficulty stemmed from the large number of 

complaints received by the project. The volume caused investigators 

to spend an inordinate amount of time on casework, and fewer liaisons 
Il' 

with other agencies were effected than expected in the early stages of 
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the proj ec t. When a local agency referred a case to the commission, 

the local agency generally vlOrked with the commission staff on the 

case. 

5. Project Operations 

Case Types 

Review of the sixty-two project cases in Alabama indicated the 

following types of fraud investigations by the project: 

Worm farm investments 

General investments 

Energy related (oil, gas, coal) 

Stock 

Advance fees 

Franchises 

Insurance 

Limited partnerships 

Church bonds 

Others (money orders, corporate notes, 
bankruptcy, etc.) 

Case Origins 

13 

8 

7 

6 

6 

6 

2 

2 

2 

10 

Complaints were referred to the commission from citizens, state 

regulatory agencies (revenue, insurance, banking), law enforcement 

agencies, other state agencies, and private groups, such as the Better 

Business Bureau. Table 33 displays the primary sources of Alabama's 

sixty-two proj ect cases. The table indicates that private indivi-

duals referred nearly four of ten cases, with project initiated 
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investigations contributing another three out of ten cases. Consumer 

agencies and the state legislature did not make any significant number 

of referrals to the project. 

Table 33 

P . rJ.mary S 

Alabama 
(N=58) 

f P ources 0 

Sources 

Priva te individual 

Project initiated 

Regulatory agency 

Criminal justice agency 

Other executive agency 

Private organization 

Consumer agency 

State legislature 
TOTAL 

Case Receipt Hethods 

rO.lect C ases 
% of Cases 

38 

34 

12 

9 

5 

2 

a 

a 
100 

Complaint reports were prepared on all allegations of violations 

whether derived from telephone calls, personal contacts, written docu-

ments, file reviews, or other sources and forwarded to the deputy 

director within five days of receipt. Of the commission's total pro-

ject caseload of sixty-two cases, over three out of; ten came in writ-

ten or letter form, and over three out of ten were initiated by pro-

ject staff. (See Table 34.) 
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Hethods 

Letter or 

Table 34 

Alabama 
(N=56) 

Case Receipt Hethods 

written form 

Project initiated 

Telephone 

In person 
TOTAL 

% of Cases 

34 

34 

24 

8 
100 

One technique utilized by the commission to self-initiate inves-

tigations was the regular monitoring of financial advertisements in 

major newspapers in Alabama for potential securities violations. 

Questionable advertisements were handled in two ways. In some cases, 

the investiga tor "'''rote a Ie tter advising the advertiser of possible 

violations of law. Since the commission policy is that most viola-

tions are unintentional, it prefers to handle them in this manner. In 

other cases, however, an investigator covertly responded to an adver-

tisement as a potential private investor. This approach was used in 

cases where the investigator believed a willful fraud was being perpe-

trated. 

. Case Screening and Selection Priorities/Assignment 

The project's philosophy was to initially process all complaints 

as potential criminal cases, giving priority to criminal cases once 

identified. The commission deputy director screened complaints to 
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determine potential violations and to determine whether the commission 

was the appropriate investigating agency. The following screening 

criteria were utilized by the deputy director to determine whether to 

open a case investigation: 

o Is the complaint credible? 

o Does the commission have investigative responsibil­
ity? 

o Is there a culpable suspect? 

Complaints were either filed for future reference or opened as 

cases for investigation. When a case was opened, it was immediately 

assigned for preliminary investigation to determine merit. 

In general, cases were selected based upon their potential for 

correcting, preventing, or deterring significant violations. Among 

the more important considerations underlying the commission ~ s priori-

ties for project case selection were the following: 

o Will the case be a good test case to help resolve 
any existing issues in regard to Alabama securities 
case law? 

o Does the case involve a known recidivist? 

o Is the case indicative of a new trend in investment 
fraud? 

o Is the offer particularly flagrant? 

Case Investigation and Management 

Securities fraud cases generally require extensive case man-

agement and control. One investigative difficulty encountered by the 

project was the large number of companies soliciting investors who 

were headquartered out-of-state and therefore beyond the subpoena 

authority of the commission. Another complexity was the difficulty in 
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establishing whether securities violations had in fact occurred in the 

initial sta.ges of new investment schemes. 

The commission deputy director assigned all investigations to one 

of the two investigative units by means of written memorandum which 

included the elements for an· investigative plan as required. The 

deputy director also assigned priorities to assigned cases. All open 

cases were reviewed by the deputy director with the case investigator 

and the investigative supervisor. 

Case investigators prepared interim and final reports for all in-

vestigations which were SUbmitted to the deputy director for review 

and approval. As appropriate, reports were forwarded to other agen-

cies for independent action. In addition, and at any stage of com-

mission investigation, project investigators and attorneys held fre-

quent meetings to discuss current investigations. Reports of inves-

tigations summarized violations, and included a narration of the 

investigation, including the individuals and organizations involved, 

known facts, expected witness testimony, evidence, anticipated de fen-

ses, and investigative recommendations. When an investigation was 

completed, it was presented to the staff counsel for review and con-

currence. Following legal review and approval, the case was presented 

to the director for prosecutive decision and action. 

The commission worked closely with the U. S. Attorney and other 

federal agencies in matters of Common interest. However, local Ala-

bama district attorneys exhibited the greatest interest in prosecuting 

proj ect cases. The commission director reviewed available jurisdic-

tions and selected the most appropriate prosecutor based upon case 

complexity and local capabilities. It is the sole responsibility of 
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the various Alabama district attorneys to determine whether referred 

cases will be prosecuted by their office. Commission attorneys and 

investigators spent considerable time in assisting local prosecutors 

with project cases accepted for prosecution. 

In 1979, the Alabama legislature granted additional authority to 

the commission to prosecute c.ases if local district attorneys, or even 

the Attorney General, refuse to prosecute. By the beginning of the 

second year of the grant, however, the unit project was working so· 

closely with local district attorneys that this authority was never 

utilized. As many as six separate district attorneys have been 

assisted in the prosecution of referred cases at the same time. In 

addition, the project reported that additional investigative assis-

tance was provided to district attorneys in eighteen of twenty cases 

referred for prosecution. 

The commission's investigative case files supported the project's 

investigative processes, including case screening. Commission (and 

project) files are designated as investigative files or information 

files. In addition, a grant funded, manual indices of relevant intel-

ligence da ta was created. Project investigative case files contain 

all documentation pertaining to formal commission investigative activ-

ities. Information files are comprised of all complaints, inquiries, 

or lead data received by the commission/project which are not a part 

of any formal investigation of the commission. The manual indices 

serve as a "central clearinghouse" of criminal intelligence relating 

to the securities industry and contain nationwide data on illegal 

activities or suspected illegal activities and their perpetrators. 
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Case Activity Analysis 

Near~y two out of ten of the project's sixty-two cases were re­

ferr~d for criminal prosecution, nearly three out of ten were retained 

for civil penalty or sanction, and less than one out of ten was re-

ferred to other agencies for their appropriate action (e.g. to other 
,. 

states for prosecution or sanction). One out of ten cases was in a 

pending status. In three out of ten of the project's cases, prosecu-

tion or other sanction were not deemed d d h warrante an t ey were admin-

istratively dismissed. (See Table 35.) 

Table 35 

Alabama 
(N=62) 

Project Case Closures 
Case Closed by 

Referral for 
criminal prosecution 

Civil penalty or 
sanction 

Referral to 
other agency 

Official administrative 
dismissal 

Pending 
TOTAL 

% of Cases 

19 

29 

8 

34 

10 
100 

Table 36 displays the time duration of cases from project opening 

to project closure. Nearly two out of ten cases were closed in two 

months or less, nearly four out of ten in six months or less, and six 

out of ten in a year or less. Only one case took longer than two 

years to close. 

-161-



Table 36 

Alabama 
(N=62) 

Case Time Duration 
Project Opening to Project 

Honths Duration 

0-2 

2-6 

6-12 

12-24 

Over 24 

Pending 
TOTAL 

Closlng 
% of Cases 

19 

18 

26 

18 

2 

18 
101 

Table 37 indicates the length of time from case opening to final 

prosecutive or civil penalty or sanction disposition. The data show 

that only one out of ten cases took longer than two years to reach 

disposition. This table shows only cases referred for prosecution or 

sanction, and dOes not include'pending cases. 

Table 37 

Alabama 
(N=20) 

Case Time Duration 
Pro;ect Opening to Final Dis~ositlon 

Months Duration % of Cases 

0-2 25 

2-6 10 

6-12 30 

12-24 25 

" Over 24 10 
TOTAL 100 
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6. Proje~t Case Dispositions/Outcomes 

Project case results can be categorized in terms of administra-

tive, civil, or criminal sanctions. Project administrative actions 

included temporary or permanent cease and desist orders, consent or-

ders, stop orders, or recession orders. Civil actions included tem-

porary restraining orders, permanent injunctions, or the appointment 

of receivers. Criminal actions included grand jury indictments, ar-

rests, extraditions, trials, incarcerations, probations, fines, or 

restitutions. Criminal sanctions were given first priority by the 

project and the commission. 

According to U.S. Securities and Exchange Commission records, the 

Alabama Securities Commission, during federal fiscal year 1977-78, 

issued twenty-three cease and desist orders, three administrative or-

ders, and was involved in thirty criminal actions. The commission's 

cease and desist activity was the nation's eighth highest, while the 

commission's criminal prosecution of securities crimes was ranked 

third most active in the United States. 

Criminal Charging Actions 

During the eighteen month grant period, the proisct presented 

sixteen completed investigations to local and federal prosecutors. 

Action taken on these cases resulted in sixty-eight indictments, 

twenty-four arrests, and eleven convictions. There were eight cases 

prosecuted involving felony charges against individuals, and one case 

involving a misdemeanor charge. Half of these cases involved charges 

against more than one person. 
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Criminal Disposition Actions Criminal Case Sentences 

Table 38 indicates that in over seventy per cent of the cases Table 39 shows that in three cases, a total of four individuals 

where a judicial disposition of a criminal case occurred, at least one were sentenced to terms in jailor prison, no term being in.excess of 

individual was found guilty. ten years. In three cases twelve individuals were sentenced to proba-

tion or received suspended jailor prison sentences. Again, no sen-

Table 38 tence exceeded ten years for anyone individual. 

Alabama Three cases resulted in fines being assessed against four indivi-

D 
Criminal Disposition Actions 

No. of caseE 
duals. The fines totalled $10,000. Restitution was ordered by the 

involving 
No. of cases more 

court in three cases involving six individuals in the t,otal amount of 

Type of where action than one $93,800. 
Disposition occurred individual 

Charges 
dropped by 
prosecutor 3 3 

Table 39 

Dismissed 
Alabama 

u' 
prior to 
trial 0 0 

Criminal Case Sentences 
Case No. of No. of 

Guilty plea 
Result cases individuals 

to original 
2 charge 4 

Jail sentence 3 4 

Guilty plea 
to lesser 

Probation/ 
suspended sentence 3 12 

charge 0 0 Fines 3 4 

Conviction Court ordered 
on all 
counts 2 0 

restitution 3 6 

Conviction 
on some 
counts 2 0 

Civil Penalties or Sanctions 

Acquittal Table 40 displays the various civil penalties or sanctions 

on all 
counts 0 0 

assessed in the case,$handled by this method. The most common sanc-

tion was an order to cease and desist a prescribed form of conduct. 
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Table 40 

Alabama 

Civil Penalties or Sanctions -
No,. of No. of 

individuals organizations 
No. of cases No. of cases 

involving involving 
No. of cases more No. of cases more 

Type of where action than one where action than one 
Disposition occurred individual occurred organization 

Injunctions 3 3 2 0 

Orders to 
cease & desist 11 7 10 1 

License 
suspension 1 1 0 0 

License 
revocation 1 0 0 0 

Consent 
agreement 2 1 3 0 

Other 1 0 1 0 

Voluntary Restitution 

No voluntary restitution was reported by the Alabama project. 

Other Outcomes 

One ~~portant objective of the project wus to improve the rating 

for Alabama bond issues. Although this was not fully achieved, a much 

more favorable financial atmosphere was reported to have resulted in 

the state. 

Project cases led to the development of basic Alabama case law in 

the area of prosecution of securities violations and other white 
I¥. 
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collar frauds. An Alabama Supreme Court case, recently decided on 

appeal, broadened the statutory definition of "securities" in accord-

ance with the definitions existing in most other states. 

In the area of prosecutor training and assistance, the project 

developed a trial assistance manual to aid local district attorneys in 

prosecuting securities violations. The manual was developed jointly 

with the North American Security Administrators Association. District 

attorneys and their assistants constituted an average of thirty per 

cent of project training seminar attendees. Also, a legal brief file 

is maintained and available for use by local and state prosecutors. 

The commission also developed, printed, and disseminated a com-

prehensive white collar crime enforcement manual for the use of Ala-

bama law enforcement agencies. 
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CHAPTER IV. INTERJURISDICTIONAL COMPARISONS 

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-

1 t d from the ten original sites through the site tion were se ec e . ~ 

selection process described in Chapter II. The projects ~vere spon-

sored by single criminal justice or regulatory agencies. All of the 

were state-level agencies, and each project was com­agency sponsors 

prised of investigative and prosecutive/legal personnel, as well as 

management, supervisory, and administrative staff. Three of the five 

(N J Massachusetts, and Delaware) were crimi-sponsor agencies ew ersey, 

nal justice/prosecution agencies and two (Florida and Alabama) were 

regulatory. 

Staffing varied among projects depending upon the project's or-
I 

ganizational status and placement within the structure of the 

sponsoring agency. As detailed later in this chapter, each project 

was comprised of thirteen or less grant funded professional staff mem-

b d ranged from a total of $316,261 fur the bers and the project u gets 

Alabama project to $3,846,939 for the New Jersey 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. 

Interj urisdictional comparisons ~vere made, however, using simple but 

approprj.ate 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 sections of this chapter: 

o Case Origins - the sources of information which led 

to the opening of project cases, including govern-

I:. ment agencit:3 and private sources. 

II 

o Case Receipt Hethods - 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 initial 

case felony or misdemeanor charging actions, the 

disposition results of criminal actions, criminal 

sentence data, and civil penal ties or sanctions. 

o Cost Effectiveness a description of the cost 

effectiveness of each project in terms of arrests 
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and convic tions of white collar crime 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. 

SITE PROJECT CASES OPENED 

New Jersey 613 

Hassachusetts 177 

Delaware 156 

Florida 60 

Alabama 62 

---
TOTAL 1,068 

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 organi­

zational and operational configurations and the processes involved. 

B. PROJECT OPERATIONS 

1. Case Origins 

Private individuals were the greatest source of cases at all 

si tes except New Jersey, where regula tory agencies referred nearly 
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half of the project cases. State legislatures and consumer agencies The findings suggest that individual complaints are an important 

were not important referral sources, and accounted for two per cent or source of major white collar crime cases, just as individual com-

less of the referred cases at any site. Table 41 displays these case plaints are an important source of traditional law enforcement case 

sources. generation. The number of cases referred from other agencies suggests 

that these kinds of projects can expect to receive a sizeable number 
Table 41 

Primary Sources of Project Cases 
of cases that (by inference) will have been subjected to at least 

Regulatory Agencies Criminal Justice Agencies 
Source of Alabama Florida Delaware Massachusetts New Jersey 

threshold screening and review by another agency. More importantly, 

Case (N=58) (N=50) (N=141) (N=147) (N=573) 
% % % % % 

projects can rely upon other agencies to refer .cases which potentially 

are germane to the proj ec t 's stated purpose. The New Jersey source 

Private 
individual 38 76 45 29 18 data reflects the formal referral mechanisms existing between the 

Criminal sponsor agency/project and state regulatory agencies as well as the 

justice 
18 27 9 agency 9 14 effectiveness of using regulatory agencies as project case detection 

Regulatory 
referral mechanisms. 

agency 12 0 0 16 49 
The lack of any measurable quantity of case referrals from con-

Project 
3 initiated 34 6 13 19 sumer agencies suggests that the types of complaints and services in-

Other 
volved in consumer agencies are clearly distinguishable from the more 

executive 
agency 5 4 16 5 12 serious offenses handled by the major white collar crime projects, 

Private 
both in terms of consumer agency and victim understanding of the na-

o rganiza tion 2 0 7 3 8 ture of the respective roles of both efforts. 

Consumer 
agency 0 0 1 1 1 

State 
2. Case Receipt Methods 

Legislature 0 0 0 1 0 
TOTAL 100 100 100 101 100 

Except for the Massachusetts site, the highest proportion of 

cases were received by letter or in written form, ranging from three 

in ten to eight in ten at the other sites. The Massachusetts project 

received most of its complaints in person (nearly half), and the Ala-

bama site had a high rate of proj ec t initiated cases (over three in 

ten), as compared to the other sites. Table 42 displays these methods 

in which cases were received. 

-172- -173-



g, 
1II> 

Table 42 

C ase R . t M th ds ece1.p e 0 

Re~ulatory Agencies Criminal Justice A~encies 
Alabama Florida Delaware Massachusetts New Jersey 

Methods (N:%S6) (N%Sl) (N=r.- 27 ) (N%137) (N%S90) 

Letter or 
twri tten form 34 61 39 6 81 

Telephone 24 14 26 27 14 

In person 8 19 21 46 2 

Project 
initiated 34 6 IS 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 he fore initial follow-up ac-

tion, projects do not appear to need to maintain a deuicated complain-

ant interview capability. Rather than utilizing a complaint intake 

function as a "buffer" to supervisory or operational functions, writ-

ten and telephone receipts are more amenable to processing of com-

plaints through routine channels. 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 agree-

ments existing with other agencies who serve as case detection and 

referral sources. 
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3. Case Activity Analysis 

Project Case Closures 

Each of the projects referred over one out of ten cases for crim-

ina1 prosecution, with one project (Florida) referring over three out 

of ten. The two regulatory agency projects, Alabama and Florida, re-

tained about three in ten cases for civil penalty or sanction. 

The number of pending cas,es ranged from one out of ten to nearly 

half of the cases at any site. These cases presumably were still in 

some stage of preliminary activity at the time of the evaluation's 

collection of case data. 

Alabama and Delaware administratively dismissed cases to a. 

greater degree than other projects: about four out of ten for De1a-

ware and over three out of ten for Alabama, compared to about two out 

of ten for New Jersey and Massachusetts, and less than one out of ten 

for Florida. New Jersey and Delaware each referred over two out of 

ten cases to other agencies, with the other sites re£er~ing less than 

one out of ten. (The dispositions of these referrals were not record-

ed by the projects.) The regulatory agency projects referred fewer 

cases to other agencies than did criminal justice agency projects as a 

:1 
group. Project case closures are displayed in Table 43. 

, 1> 
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Table 43 

Project Case CI osures 
Regulator Agencies Criminal Justice A~encies 

Case Closed Alabama Florida Delaware Massachusetts New Jersey 

By (N,%6'2) (N%60) (N%156) (N%l77) (N%613) 
, 

!l' 
Referral for 
criminal 
prosecution 19 35 16 27 14 

Civil penalty 
or sanction 29 35 5 3 10 

Referral to 
other agency 8 3 21 8 26 

Pending 10 23 19 45 27 

Official 
administrative 
dismissal 34 3 39 18 24 
TOTAL 100 99 100 101 101 

As project case closures are dependent upon project policies gov-

erning case screening, selection, and referral, interpretation of site 

data for interjurisdictional comparison is subject to severe limita-

tions. Rather, these data are of value only in viewing case closure 

activity in individual sites. 

Case selection criteria and referral mechanisms were used in all 

projects. One other inference drawn from closure data is that regula-

tory projects routinely exercised their administrative and civil pen-

alty or sanction authority on cases wherein criminal prosecutions were 

not obtained. Due to the lack of outcome data on the majority of 

criminal justice project case referrals, no inferences were drawn 

regarding disposition or lack thereof in these se ts of cases. The 

sizeable volume of pending cases is suggestive of the long duration of 

the cases from opening to closure. 
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Case Time Duration - Project Opening to Project 
Closing to Final Disposition 

The term "screening" refers to the processing of cases upon 

receipt to determine appropriateness for investigation for ultimate 

criminal prosecution or civil penalty or sanction. In this re~ard, 

the five sites closed from one out of ten to nearly four out of ten 

cases within two months of case opening. New Jersey tended to have 

cases open for the longest period, with three cases in ten lasting 

more than one year. 

The number of pending cases ranged from about two out of ten to 

six out of ten of the cases opened at each site. Table 44 displays 

these results. A further analysis of data not displayed in Table 44 

indicated that of those cases closed by the projects (excluding pend-

ing cases), from one-third to two-thirds were closed within six months 

of opening. 

Table 44 

Case Time Duration 
Project Opening to Project Closing 

Regulatory Agencies Criminal Justice Agencies 
Months Alabama Florida Delaware Massachusetts New Jersey 
Duration (N=62) (N=60) (N=156) (N=l77) (N=613) 

% % % % % 

'. , 
.0-2 19 10 37 21 18 

2-6 18 10 15 4 8 

6-12 20 17 12 6 10 

12-24 18 13 12 7 18 

Over 24 2 12 1 0 15 

Pending 18 39 23 62 32 
TOTAL 101 101 100 100 101 
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Indicative of the application of both screening and selection 

criteria to project cases are the temporal durations involved. While 

interjurisdictional comparisons of these data are not considered 

valid, the comparatively large percentage of closures within sixty 

days of receipt at individual sites is indicative of project screening 

processes and application of case selection criteria. The sizeable 

number of cases clol?ed after six months and those closed after one 

I}\ 
year, reflect the complexity of those cases selected for investigation 

and prosecution. Due to speedy trial rules, much of the case 

longevity can be attributed to investigation, although data pertaining 

to the length of investigations was not uniformly available from pro-. \ 

'ject files. 

Final disposition dates were given when a case resulted in a ju-

dicial disposition or civil penalty or sanction. For this group of 

approximately 162 cases, final disposition actions took more than one 

year for over two out of ten cases at each site, with the length of 

time necessary for final disposition varying from site to site. (See 

Table 45.) 

Table 45 

Case Time Duration 
Project Opening to Final Disposition 

Regulatory Agencies Criminal Justice Agencies 

Months Alabama Florida Delaware Massachusetts New Jersey 

Duration 

I 
(N=20) (N=34) (N=20) (N=39) (N=50) 

% % % % % 

0-2 25 9 25 18 7 

2-6 10 18 25 15 2 

6-12 30 29 25 23 18 

12-24 25 21 25 36 35 

Over 24 10 23 0 8 38 

TOTAL 100 WIT 100 100 100 
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Comparison of Case Time Duration for Special Categories of Cases 

Cases closed by agency adm4 n4 strat 4 ve d' . 1 ~ ~ ~ 1sm~ssa were compared to 

all cases closed as a group. All sites (except Florida) had from 

nearly two out of ten cases to nearly four out of ten cases closed by 

administrative dismissal (Florida only clo'sed a total of two cases in 

this manner). In an extended analysis (not displayed in tabular 

form), the duration from case opening to the project case closure was 

measured. The New Jersey site took about four months longer to admin­

istratively close cases than it took to close all cases in.. general; 

the Alabama, Delaware, and Massachusetts sites showed no appreciable 

differences in handling; and the Florida site only closed two cases in 

this manner. 

With regard to cases closed by a referral to other agencies, only 

the Delaware, Massachusetts, and New Jersey sites had more than five 

cases which were closed ~n th 4 s manner. Th Ma h ~ ~ e r ssac usetts site took 

about two months longer to close cases by referral to other agencies, 

while the Delaware and New Jersey sites closed cases by referral to 

other agencies about two months sooner than they closed all cases in 

general. 

Cases closed by civil penalty or sanction tended to close two to 

three months quicker than all cases in general in the Alabama and 

Florida sites (the two regulatory agency projects). The three crimi­

nal justice agency sites reported mixed results (although a smaller 

percentage of cases were reported to have been referred for civil pen-

alty or sanction at these sites). Dela rId b wa e c ose cases y referring 

them for c.ivil penalty or sanction action more quickly than all cases 

in general. Massachusetts showed no difference; and New Jersey took 

slightly longer to close cases in this manner. 
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C. PROJECT CASE DISPOSITIONS/OUTCOMES 

1. Initial Charging Action 

Each site's leg~l authority dictated the method of charging indi-

viduals and organizations for criminal violations. Indictment by a 

grand jury a~d formal accusation (or the filing of an information) by 

the prosecutor were the two methods of charging. (See Exhibit 9.) 

EXHIBIT 9 

Charging Action 
Project Indictment Formal Accusation 

New Jersey Primary Secondary 

Massachusetts Primary 

Delaware Primary Secondary 

Florida Primary 

Alabama Primary 

2. Criminal Charging Actions 

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 viola tions. (All of the following com-

parisons in this section use the number of cases charged as a base, 

wi th Table 46 summarizing proj ec t charging' actions.) At all sites 

there was a ,total of 158 cases involving charges against individuals 

and thirty-two cases involving charges against organtzations. The New 

Jersey, Florida, and Alabama sites all had around nine out of ten 

cases which involved felony charges. Two-thirds of Delaware's forty 

cases with charging actions involved misdemeanors, and }~ssa~;usetts' 
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fifty-two cases with charging actions were evenly divided between 

felonies and misdemeanors. 

Table 46 

C ' , 1 Ch rlmlna arglng A t' C lons 
Individuals Organizations 

No. of Per cent No. of Per cent 
Charge cases of cases cases of cases 

Felony 106 67 26 81 

Misdemeanor 52 3'3 6 19 

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. Delawar~'s comparatively lower percentage of 

felonies (one-third) is attributed to the large backlog of less seri-

ous unemployment and welfare frauds inherited by the project from a 

prior administration, as well as the comparative infancy of the 

project. At the time of data collection, the project had only been in 

existence fourteen months after a total reorganization (the project 

had been first initiated by a prior attorney general and was virt.ually 

non-operational at the time of reorganization). In addition, the 

Delaware project was the first attempt ever in the state to develop an 

enforcement effort directed at major criminal conspiracies, including 

organized crime and public corruption, as well as major criminal 

frauds. 
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Although considerable overlap exists between cases involving in-

dividuals and organizations, aggregate data is indicative of project 

thrust in prosecuting culpable organizations as well as individuals in 

major frauds and other serious, large-scale economic crimes. In addi-

tion, the percentage of cases involvi.ng two or more individuals is in-

ferential of the criminal conspiracies involved in major white collar 

crimes. 

3. Criminal Disposition Actions 

Aggrega te criminal dispo~i tion ac tions are presented in the ta-

bles in this section. The primary thrust of the major white collar 

crime program was to support the use of criminal penalties against ma-

jor white collar crime offenders. By reason of the investigative and 

prosecutive complexi ties involved in these cases, serious offenders 

generally had only received administrative or civil penalties for pri-

or offenses. Therefore, even though the offenders in many of the 

cases represented in these case statistics were characterized as pro-

fessional swindlers or serious offenders, few were reported to have 

prior criminal records. As a result, probation was obtained in a num-

ber of cases involving major frauds (eighty-seven cases involved at 

least one individual who received a suspended sentence or probation). 

Criminal penalties and civil sanctions, including fines and res-

titution, are set forth in the following sections. Although criminal 

enforcement was the program's primary thrust, an array of other sanc-

tions was used in project cases, particularly where the more rigorous 

requirements for criminal conviction could not be proven (e.g., proof 

beyond a reasonable doubt). 
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When all five sites are compared together, an average of eight 

out of ten cases where criminal dispositions occurred involved indivi-

duals who were found guilty of criminal acts (all references in this 

section have as a base the number of cases where criminal disposition 

actions occurred). Nearly one out of ten cases included an individual 

against whom the prosecutor dropped all charges, and nearly one out of 

ten cases resulted in an individual being acquitted or having charges 

dismissed by a court. Findings of guilty resulted from pleas around 

four times as often as from trials by judge or jury. When a case did 

go to trial, findings of guilty resulted in over seven out of ten 

cases. 

Every site had at least seven out of ten cases involving indivi-

duals resulting in a finding of guilty. Also, all sites reached 

guilty verdicts in at least two out of three cases going to trial 

(only one trial resulted in the Delaware project, and this trial ended 

in a conviction). Table 47 displays criminal disposition actions in 

cases involving individuals. 

In an extended analysis not contained in Table 47, data indicated 

that cases involving two or more individuals resulted in slightly 

fewer findings of guilty than cases involving single individuals 

(seven out of ten versus nearly nine out of ten). As previously 

stated, cases involving two or more individuals are suggestive of more 

complex, criminal conspiracy cases. 
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both the offenders and the organizational mechanisms integral to the 
Table 47 

commission of the white collar crime offenses. 
All Sites 

The guilty rate for organizations ranged from three out of ten 
Criminal Disposition Actions 

Actions a~ainst Actions a~ainst 
individuals organizations 

cases in Florida to seven out of ten cases in Delaware (the 

No. of cases No. of cases Massachusetts and Alabama projects did not report any dispositions for 
involving involving 

No. of cases more No. of cases more 6rganizations). At all three projects, over four out of ten of the 

Type of where action than one where action than one 
disposition occurred individual occurred organization cases with charges against organizations resulted in the charges being 

Charges dropped or dismissed. (See Table 47.) 

dropped by 
prosecutor 15 9 10 4 In another extended analysis, criminal disposition actions were 

Dismissed examined with regard to whether there was overlap between cases in-

prior to 
trial 6 4 6 4 volving individuals and organizations. In over nine out of ten cases 

, 
Guilty plea where a case involving an organization received a criminal disposition 

to original 
charge 95 30 12 4 action, an individual also received a criminal disposition action in 

Guilty plea the same case. Thus, there was considerable overlap. 

to lesser 
charge 9 1 2 0 

Conviction 
4. Criminal Case Sentences 

on all I counts 22 9 4 1 
Cases Resulting in Sentence~ to Incarceration 

Conviction 
Nearly three out of ten cases resulting in convic tions had at 

on some 
counts 7 3 0 0 

least one individual sentenced to incarceration in jailor prison. 

Acquittal 
Seventy-two individuals were sentenced to incarceration at the five 

on all 
counts 9 , 2 2 0 

sites. 

Table 48 indicates that only one out of four cases where incar-

ceration was sentenced resulted in individuals being sentenced to more 

When all five sites are compared together, an average of five out 
than five years incarceration. Individuals were sentenced to over 150 

.. of ten cases involved organizations that were found guilty of criminal 
total years in jailor prison at the five sites • 

acts. As white collar crime cases most often involve schemes and bus-

~ .. iness entities specifically designed to perpetrate the crimes, the 

gUilty dispositions of organizations suggest the projects targeted 
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Table 48 

Criminal Case Sentences 
N b urn er 0. f Y ar Sentenced to. Incarceraticn e s 

- Regulatcry agencies I Criminal justice agencies 
Sentence Ala. Fla. Del. Mass. NJ Tctal 

Less than 
6 years 2 4 8 5 10 29 

6-10 years 1 1 1 1 1 5 

11-20 years 0 0 0 1 0 1 

Over 20 years 0 3 0 1 0 4 
TOTAL CASES 3 8 9 8 I II 39 

Cases Resulting in Suspended Sentences cr Prcbaticn 

Over six cut cf ten cases (a tctal cf eighty-seven cases) result-

ing in ccnvicticns had at least cne i.ndividual ccnvicted who. was sen­

tenced to. prcbaticn cr had a sentence to. incarceraticn suspended. 

Table 49 displays these results at the five sites. A tctal of 173 in-

dividuals were sentenced in this manner. 

Table 49 

Criminal Case Sentences 
S spended Sehtence cr Prcbaticn u 

Regulatory agencies Criminal justice agencies 
Ala. Fla. Del. Hass. NJ Total 

Number of 
Cases 3 18 8 22 36 87 

Over four out cf ten cases resulted in individuals being sen-

tenced to mcre than five years cf prcbaticn cr receiving suspended 
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sentences of mcre than five years. Table 50 displays these results 

(actual sentence infcrmation was cnly available cn fcrty-seven cases). 

Individuals had suspended sentences cr prcbaticn tctalling cver 240 

years at the five sites. 

Table 50 

Criminal Case Sentences 

Prcbaticn/ 
Number cf Years: Prcbaticn/Suspended Sentence 

suspended Regulatory agencies Criminal.justice agencies sentence Ala~ Fla. Del. Nass. NJ Tctal 

Less than 
6 years 

. 
1 9 3 13 0 26 

6-10 years 1 2 0 1 5 9 

11-20 years 0 5 0 2 2 9 

Over 20 years 0 2 0 1 0 3 TOTAL CASES 2 18 3 17 7 47 

Addi ticnal analysis indica ted that in six ou t cf ten Cdses where 

individuals were sentenced to. prcbaticn or received suspended senten-

ces they also. were assessed fines. 

As previcusly stated, the primary thrust of the program \l7as to. 

support criminal acticns in majcr white ccllar crime cffenses which 

had traditicnally nct been a fccus cf the. criminal justice system. As 

few cf these cffenders were repcrted to have had any invclvement in 

tradi ticnal criminal ac tivi ties, 'few had any pricr reccrds cf either 

arrest cr convicticn cf a criminal cffense. Thus, their eligibility 

fcr prcbaticn or a suspended sentence as a first cffender was enhanced. 
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Cases Resulting in Fines 

Of those cases resulting in criminal prosecution or civil penalty 

or sanction, seventy-four also resulted in fines against individuals 

and in nineteen cases fines were levied against organizations (see 

Table 51). There were 102 individuals and twenty-three organizations 

fined. 

Table 51 

Fines 
No. of cases/ Regulatory agencies Criminal justice agencies 
Amount of fine Ala. Fla. Del. Mass. NJ Total 

Individuals 
Cases 3 12 9 26 24 74 
Amount $10,000 355,200 33,077 154,150 142,650 $695,077 

Organizations 
Cases 0 2 6 0 U 19 
Amount $ 0 42,100 105,545 0 251,[350 $399,495 

The most frequent level of fines levied was in the $1,000 -

$10,000 range. A total of $1,094,572 in fines was reported at all 

five sites. Tables 51, 52, and 53 exhibit this information. 
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Table 52 

) 
Amount of Fines - Individuals 

Cases 
Dollar amount Re...s.ulatory agencies, Criminal justice a encies 

• Ala. Fla. Del. Mass. NJ Total of fines 

Less than 
$1,000 0 0 3 10 2 15 

1,000-9,999 3 5 5 12 16 41 

10,000-50,999 0 4 1 4 6 15 

51,000-100,999 0 2 0 0 0 2 

101,000-250,999 0 1 0 0 0 1 

251,000 & Over 0 0 0 0 0 0 
TOTAL 3 12 9 26 24 I 74 

Table 53 

Amount of Fines - Organizations 
Cases 

Dollar amount Regulatory agencies Criminal justice a_gencies 
of fines , Ala. Fla. Del. Hass. I NJ Total 

1,000-9,999 0 1 2 0 5 8 

10,000-25,999 0 0 3 0 2 5 

26,000-50,999 0 1 1 0 2 4 

51,000-100,999 0 0 0 0 2 2 

101,000 & Over 0 0 0 0 0 0 
TOTAL 0 2 6 0 11 19 

Court Ordered Restitution 

In a total of forty-one cases, restitution was ordered against 

individuals, and in five cases restitution action against organiza-

tions was reported. Every site reported court ordered restitution 

(see Table 54). An extended analysis of data (not included in Table 

54) indicated that eight out of ten restitution cases involved only a 
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single individual. There were sixty-six individuals and twelve organ- 1 
I , 
I t 

izations involved in these cases. 

Table 54 

( 

j 

I 
I 
I 

Dollar amount 
of restitution , 

I 
C rt Ordered Restitution ou 

No. of cases/ Regulatory agencieslC~iminal justice agencies 

Amount of I Total 
restitution Ala. Fla. Del. Mass. NJ 

Individuals 
Cases 3 10 7 4 17 41 

Amount $93,800 2,239,694 152,462 469,000 256,624 $3,211,580 

j 
J I 

I 
U 
'1 
~ 

l 
! 
I I' 1 
L 
1 

Less than 
$1,000 

1,000-9,999 

10,000-25,999 

26,000-50,999 

I 
Organizations 

3 5 
Cases 0 1 1 a 
Amount $ a 140,753 80,000 a 123,556 $ 344,309 

1 
1 
l 
I 

51,000-100,999 

101,000-250,999 
i J I 
I 251, 000-500, 999 
I 
1 
I 
j 
l 

501,000 & Over 

A total of $3,577,457 was ordered to be, or volunteered to be, 

j 
j 
I 
'; 

TOTAL 

repaid to victims at all five sites. Of this amount, $3,555,889 was 
.Xt; 

court ordered restitution. The most typical level of restitution was 

in the $1,000 - $10,000 range. (See Tables 55 and 56.) 

Dollar amount 
of restitution 

1,000-9,999 

10,000-25,999 

26,000-50,999 

51,000-100,999 

101,000 & Over 
TOTAL 
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Table 55 

Total Dollar Amount of Restitution 
Court Ordered & Voluntary 

Cases involving individuals 
Regulator agencies ·Criminal justice 

Ala" Fla. Del. Mass. 

1. 0 1 a 

1 5 3 1 

0 1 1 1 

a 0 2 1 

1 0 1 a 

0 3 0 1 

0 0 a 1 

a 1 0 a 
3 10 8 5 

Table 56 

Total Dollar Amount of Restitution 
L.ourt Odd r ere & Voluntary 

Cases involving organizations 
Regulator agencies Criminal justice 

Ala. Fla. Del. Hass. 

a 0 a 0 

0 a a 0 

a 0 0 a 

0 a 1 0 

0 1 a 0 
a 1 1 a 
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agencies 
NJ Total 

2 4 

9 19 

5 8 

1 4 

2 4 

a 4 

a 1 

0 1 
19 45 

agencies 
NJ Total 

1 1 

1 1 , 

0 a 

0 1 

, 1 2 
3 5 
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Table 58 
5. Voluntary Restitution 

All Sites 
Only four cases of voluntary restitution to victims by individual Civil Penalties or Sanctions 

No. of cases 
defendants were reported. The Delaware, Massachusetts, and New Jersey Result Individuals Organizations 

sites reported cases in this category (see Table 57). A total of Injunctions 22 16 

$21,568 was reported as being voluntarily repaid to victims at the Orders to cease 
and desist l3 l3 

three sites. 
License suspension 2 1 

Table 57 License revocation 6 2 

11 Voluntary Restitution Consent agreement 7 10 
Regulatory agencies Criminal justice agencies 

Ala. Fla. Del. . Hass. NJ Other 7 2 

Number of 
cases 0 0 1 1 2 

An analysis was also performed on cases involving both indivi-

duals and organizations. In eight out of ten cases involving civil 
6. Civil Penalties or Sanctions 

penalties or sanctions to organizations, an individual also was 
Civil penalties or sanctions were reported against individuals in 

referred for a civil penalty or sanction in the same case. Thus, con-
fifty-seven separate cases; forty-four cases involved civil penalties 

siderable overlap was demonstrated between cases involving individuals 
or sanctions against organizations. Table 58 displays these results 

and cases involving organizations. 
and ,the wide array of administrative and judicial remedies comprising 

The most common civil penalty or sanction at all five sites was 
civil penalties or sanctions. There were one hundred thirty-four in-

dividuals and sixty-five organizations involved in these cases. 
an injunction: nearly four out of ten cases, involved this action. 

Cease and desist orders and consent agreements were the next most 

frequen tly utilized. The use of the civil penalties or sanctions 

varied among sites: the two regulatory agency sites accounted for 

seven out of ten reported uses of civil penalties or sanctions. 
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7. Overlap of Criminal Prosecutions and Civil Actions Regarding the time duration between the project case openings and 

1bere was an overlap of civil actions and criminal prosecutions project closures of all types, no consistent differences were observed 

in some cases. An examination of the data disclosed that three out of with regard to project initiated cases. Alabama project initiated 

ten cases where a civil penalty or sanction occurred against indivi- cases were closed slightly quicker than all Alabama cases as a group. 

duals were cases wherein crimes were also charged. The overlap in the New Jersey's project initiated cases took longer, and in the Delaware 

instance of organizations was somewhat less. and Massachusetts sites no differences in closures were found. 

Investiga tive and prosecutive skills required in major white 

8. Project Initiated Cases as a Group collar crimes are in numerous respects different from those necessary 

Project initiated cases are cases developed by project staff and in the successful enforcement of traditional crimes. Project initi-

are not cases predicated upon a complaint or case referral. All of ated cases were selected for separate analysis in that they indicate 

the sites except Florida had at least eighteen project initiated cases the project's development of desirable staff investigative/prosecutive 

(see Table 59). An extended analysis of data indicated that the Ala- capabilities and specialized knowledge. In addition, the project in-

barna, Delaware, and New Jersey sites reported fewer administrative itiation of cases is an indicator of an enforcement thrust which is 

dismissals of project initiated cases than of all cases in general. 
more of a "proactive" as opposed to reactive enforcement posture. 

These same sites reported more civil penalty or sanction and prosecu-

tion referrals f",r proj ec t ini t ia ted cases than wi.th all cases in gen-
D. PROJECT PERSONNEL, BUDGETS, AND COST EFFECTIVENESS 

eral. Four sites ,(Florida not included) reported fewer referrals to 
1. Project Personnel 

other agencies for p~oject initiated cases. 
A complement of 124 positions constituted the total combined pro-

ject staffing at all five sites during the grant periods. This total 

Table 59 reflects the peak numbers of staff positions filled at anyone time at 

1 d Th h P IOOtdEff t Cases Deve ope roug rOJect n~t~a e or s 

Project Initiated Regulatory agencies' Criminal justice a encies 

Cases:. Ala. Fla. Del. Mass. NJ 

each site. Investigators were the most common project staff position 

(forty-seven per cent), followed by attorneys (twenty-eight per cent), 

Number of cases 20 3 19 28 18 and secretarial (nineteen per cent). Analysts, paralegals, and tech-

Per cent of nical positions comprised the remaining six per cent of the combined 
identified 
project cases 34% 6% 15% 20% 3% total. Grant funded posi tions at~counted for forty-one per cent of the 

combined total project staff positions, with agency funded positions 

accounting for the balance of fifty-nine per cent. Table 60 displays 

project staffing. 
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Table 60 
Project Personnel - Peak Numbers by Category 

Alabama Florida Delaware Massachusetts 

Project • > 
Personnel ' I 

Grant Agency Grant Agency Grant Agency Grant Agency 
funded funded funded funded funded funded funded funded 

Attorneys 1 .0 6 0 0 2 1 6 

Investigators 2 0 6 0 1 3 0 14 

Investigator-
accountants 1 0 1 0 1 0 3 1 

Secretarial 2 0 5 0 1 0 1 2 

Analysts, 
para Lega ls, 
technical 
personnel 0 0 0 0 1 0 2 0 

~ 

j ",' 

l 

.' 

New Jersey 

TOTAL 
Grant Agency GRANT & 
funded funded AGENCY 

FUNDED 

I 

3 16 35 

8 17 51 

0 0 7 

3 10 24 

\ 
~'I I 
Wi 

f 

I 
2 2 7 
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2. Project Budgets and Grant periods 

Over $6.7 million was expended on the five white collar crime 

projects. Half of this amount ($3,435,632) consisted of LEAA major 

white collar crime program funds. Individual site project budgets 

varied from $316,261 to $3,846,939. Individual projects ranged in 

terms of the duration of grants from thirty months to fifty-eight 

months, with an average grant period of forty-six months. Table 61 

displays project funding and the duration of grant periods. 
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Table 61 

Project Budgets qnd Grant Periods 

Budget Alabama Florida J Delaware Massachusetts . 

Grant 07/01/77 09/01/74 08/01/77 07/15/76 Period 12/31/79 07/04/79 10/31/81 12/31/79 

LEAA'major white 
collar crime 
program grants $ 280,593 $ 970,883 $ 550,4961/ $ 608,695 
State b.1ock 
grant funds 

93,867 
State 
appropriations 35,668 141,777 38,944 

Other funding sourceE 
154,0921111 

TOTAL PROJECT 
l.lUDGET $ 316,261 $1,112,660 $ 589,440 $ 856,654 

1/ 
The first Delaware project grant ended 04/30/80, and a total of. $35n,496 

lit/was awarded. The second grant was underway at the time of the evaluation. 
lillI/Arson Insurance Fund 

Environmental Protection (federal) and Unemployment Security Funds (state)" 

New Jersey 

10/01/76 
TOTAL 11/18/80 

$1,024,965 $3,435,632 
..... 

435,685 529,552 

1,094,600 1,310,989 

1,291,689111111 
1,445,781 

$3,846,939 $6,721,954 
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3. Cost Effectiveness 

In the Solicitation, the specific cost effectiveness objective 

was stated to describe the cost effectiveness of each project in terms 

of arrests and convictions of white collar crime offendeql. 

Although the primary emphasis of the major white collar crime 

program is th~ 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. In fact, the program has 

specifically encouraged the development of cooperative, multiage,ncy 

working arrangements to provide projects with an expanded array of 

civil penalties and sanctions appropriate to individual project cases, 

as well as criminal penalties. 

The seriousness of the offenses falling within the enforcement 

scope of a major white collar crime project require prosecutive, stra­

tegies designed to maximize criminal penalties and all other available 

appropriate remedies. Thus, the program not only provided a major fo­

cus upon criminal justice 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 e:kist. Further, the extension of project capabilities and 

authorities through cooperative working arrangements with other 
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agencies necessitates determinations of external impacts and expendi-

tures in support of the project. These far exceed the data available 

for such purposes and far exceed, also, the scope of the analyses rea-

sonably within the purview of this evaluation. Nevertheless, by fo-

cusing on project cost data and case outcomes and other impacts, pro-

ject cost effectiveness was examined in the five projects selected for 

intensive evaluation. 

In determining a project's cost effectiveness, cognizance was 

taken of the fact that enforcement efforts associated with major ';lhite 

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 co'llar crimes generally involve schemes which 

have been specifically and "professionally" designed to avoid detec-

tion. Further, as stated in the Introduction of this report, informed 

authorities estimate that the costs of economic crime exceed the costs 

of all other property crimes by a factor of ten to one. 

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 ~hen 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: 
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LEAA ~fuite 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 

Indirect and/or hidden costs were not assessed. For example, 

many projects utilized existing office space, telephone, and various 

other support services of the sponsoring agencies without paying ren-

tal costs or fees. In addition, projects utilized the prosecutive or 

regulatory resources of other agencies to prosecute and/or sanction 

cases, the cost of which was not within the scope of this evaluation 

to measure. 

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

1,068 cases opened by the five selected projects: 

o 223 individuals were charged with felony violations 

o 106 individuals were charged with misdemeanor violations 

o 48 organizations were charged with felony violations 

o 12 organizations ware charged with misdemeanor violations 

o At least 2 out of 10 cases were referred for criminal prosecu­
tion at each pro j ec t (excluding cases in a pending s ta tus) 

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

o 72 individuals were sentenced to incarceration 

o 173 individuals were sentenced to probation or had sentences 
suspended 
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o 102 individuals were fined a total of $695,077 

o 23 organizations were fined a total of $399,495 

o 66 individuals were ordered to pay restitution amounting to 
$3,211 ,580 

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 62 indicates the number of criminal charges and convictions 

at each project. 
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Table 62 

C . . I Charges and Convictions r~m~na 

Regulatory agencies < 
Criminal justice agencies 

Alabama Florida Delaware Massachusetts New Jersey 

" 
Number of 
individuals 

" 

Misdemeanor 
4 charge 1 0 48 53 

Felony charge 20 74 18 59 52 
Conviction or 
guilty plea 11 52 33 62 64 

Number of 
organizations 
Misdemeanor 
charge 0 ° 10 ° 2 

Felony charge ° 30 1 5 12 

Conviction or 
guilty plea 0 11 5 ° 13 

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

occurred in the absence of the projects, their specialized exper,tise, 

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

the I national evaluation, many cases 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 ~~ssachusetts project site. 

The Massachusetts project evaluated in this report exemplifies 

the interrelated direct and indirect monetary benefits attributable to 

project activity. 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. This reduction 'itt arsons also resulted in reductions in 

fire insurance premiums in the Boston area. 
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Numerous intangible financial benefits were also derived from the 

five projects, such as the prevention of future economic losses, pre-

vention of harm, and victimizations resulting from the termination of 

known schemes 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-

j ec t conduc ted an inves tiga tion which led to the convic tion of a 

county tax assessor and the development of new property tax assessment 

procedures, which resulted in the addition of $12,000,000 in reas-

sessed property to the county property tax rolls. 

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 had already completed their 

final period of grant funding dut'ing the period of the national evalu-

ation had their project grant funded staff positions and project func-

tions assumed by the sponsoring state agencies and project costs pro-

vided for out of state appropriations. 

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 pr,ivate 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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