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Abstract

This report assesses the current status of federal
statistical information systems on white collar law-breaking
from a perspective of the social organization of information
systems. It concludes that vast amounts data exist on
white-collar law violations, but that problems in
conceptualization, classification, and counting are barriers
to the merging of information into statistical series.

A new definition of white-collar law violation is
offered that separates social status from law violation and
takes into account administrative and civil as well as
criminal violations of law. The importance of theoretical
as well as statistical models in social reporting is
emphasized. Special attention is drawn to compliance and
penalty law enforcement models in organizing statistical
reporting on white-collar law violations.

Major requirements for a uniform statistical reporting
system on white-collar law violation are stipulated. The
emphasis in the report falls on the development of law
enforcement indicators including indicators cof organization,
as well as persons, as victims and viclators, and on events.
The absence of indicators on sanctioning and on recidivism
in white-collar law-breaking is considered.

Throughout the report attention is drawn to the
importance of censidering the development of indicators of
white-collar law violation as part of the institutional
organization of federal statistical functions.
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PREFACE

The original application for support of this research
was entitled "Sources of Data on White-Collar Crime." The
major intent was to review and analyze major data sources

relevant to research and statistical reporting on white-

collar crime. The dominant perspective for that review and
analysis was one that we have used in the past--
investigation of the socially organized ways that events
come to be known and defined in accordance with concepts of
"erime." To accomplish this objective we proposed examining
administrative records and agency audits of some thirty
federal agencies and offices to learn why and how
information on "white-collar crime" i{s generated. We
envisaged a series of reports, one for each of these
agencies, and an overall summary of their implications for
statistical reporting and research on white-collar crime.

The report that follows represents a departure from
that format in two significant ways. ~

For one, readers will note that the title has changed
to "Data Sources on White-Collar Law-Breaking.” The shift
is more than cosmetic. Our investigations quickly convinced
us that the distinctions between civil, criminal, and
administrative law and their definitions of violations and
penalties are artifacts of these bodies of law and their
administration, and that these distinctions are appliad 1in
practice more often than not in arbitrary and highly
variable ways. They do not afford a satisfactory basis for
defining for social descriptive purposes a set of events
usefully treated as "white collar,” as distinct from other
kinds of violations of law. e felt that it was important
to distinguish these violations from other major forms of
law violatione-those commonly denoted as common or ordinary,
organized, and political offenses. We propose, therefore, a
new definition of white-collar law-breaking in the Tirst
chapter, one that we think reflects express and later: yieas
about violations that are already - ‘important to law xnd ¢to
action., Although we think it has intrinsic merit for theory
and research as well as for statistics, for law and for
action, the definition may seem to our readers overly
didactic and embedded in a less than attractive package.

As discussed iIn the first chapter, we considered but
rejected the idea of using another term more nicely in
accord with the denotative meanings of our definition than
is the term "white collar.” Despite {ts being somewhat
archaic sartorially as well as theoretically, we find that
"white-collar” crime has so strong a porition in the common
vocabulary, and now even in a statute, as well, that it
would be idle to seek to replace it. Even more than other
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uses of the term, this may allow us to have our cake and eat

it too, when it comes to various ideological and emotional
connotations of the term.

Qur readers also will note that in place of a large
number u! separate reports, they are encumbered with an
unusually lengthy and often seemingly repetitive document on
data sources. There are a number of separate reports
prepared in connection with this study, most notably one
prepared by Susan Long, The Internal Revenue Service:
MeasurinF Tax Offenses and Enforcement ReSponse, that is to

e pu shed 2as a separate report, and two case studies
prepared by legal interns--"Legislative and Administrative
Contexts of Federal Trade Commission Data" by Janet Berney
and "Legislative and Administrative Contexts of Food and
Drug Administration Data" prepared by Michael Heaviside--
that were especially helpful in preparing Chapter III.
Elizabeth Stevens, Martin Mistretta and john ¥incent of the
BSSR staff were helpful in collecting infermation from a
large number of agenajiss. We can only hope that our
readers will be as charitable in the toleration of seeming
repetition as was one of our referees who generously
remarked: "The repetition is of a peculiar kind: 1t is not
that the same things are said in the same way, as is often
the case with newcomers, but only that the argument is so
complex that it becomes necessary to qualify, again and
again, so that early pcints have to be breought in, to make
certain that the full complexity of the issue being
addressed is taken into account." We know that we save not
heeded his advice to reduce redundancy by "difficult" and
"tough" decisions about what goes where and what was to be
retained. We seem to have a greater penchant for cloning
than pruning, at least when it is our prose.

Our joint venture into data sources on white-collar
law-breaking is in debt to a host of sources, many of which
conveniently lie beyond recall.

We are indebted, first of all, to our colleagues. One
of us has had the privilege of being stimulated by
colleagues and students at Yale University through
participation in seminars and advisory roles in the Yale
University Research Agreements Prograiz on Wnite-Collar Crime
directed by Stanton F. Wheeler. The insights of Stan
Wheeler, Robert Clark, and Jack Katz have informed our
approach to data sources and stimulated our defense of

statistics. Special debts are owed to doctoral students in

sociology at Yale who worked with Wheeler and Reiss,
especially Susan Shapiro, Donald Scott, Kenneth Mann, and
David Weisburd; and to Diane Vaughn, post-doctoral fellow {
The Sociology of Social Control at Yale. *
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We are especially indebted to the two "Susans"--Susan
Long and Susan Shapiro--who have contributed in many ways to
our efforts. Susan Long has remained one of our most
helpfrl and persistent critics as well as providing the
project with a major study on tax enforcement. Susan
Shapiro's doctoral dissertation, "Detecting Illegalities: A
Ferspective on the Control of Securities Violations" is an
exceptionally fine case study of a regulatory agency. Her
seminal work over a half-dozen or so years of graduate work
has contributed immeasurably to our own.

. Some years ago when one of us chaired a Social Science
ReSearch Council Committee on Legal Indicators, David
Seidman prepared an exceedingly use ful memorandum on legal
indicators, relying in part upon work by Stephen Bruce on
FTC indicators of white-collar crime. David Seidman
subsequently probed the possibility of developing indicators
of white~collar crime more dea2ply in a report to the Yale
RAP. Though he is far more pessimistic about the future of
indicators than are we, his thoughtful summary was helpful.

We have had the benefit of an advisory committee who
met with us individually rather than collectively--Marshall
Clinard, Donald Cressey, and James F. Short, Jr.,--and of
two readers chosen by NIJ, William Chambliss and Gilbert
Geis. We owe a special debt of gratitude to the latter
external referees because they provided most helpful
suggestions. We admire their willingness to rise above

anonymity and we appreciate more than we can say the value
of their commentary.

The Staff of the National Institute of Law Enforcement
and Criminal Justice, now the National Institute of Justice,
functioned as gentle critics as well as project monitors,
supervisors, and directors. Bernard Auchter, Fred
Heinzelman, and Robert Burkhardt provided helpful guidance,
flexible administration, and warm support for an effort that
straddled the internal domains of NIJ and BIJ.

The Bureau of Social Science Research staff provided
logistical support throughout the project. We are
especially grateful to Karen Clark at Yale, and Norma
Chapman atid Mary Kearney for their patience and skill in
word procesxing, and to BSSR's librarians, Connle Zuga,
Lucy Duff and Mary Hartz, for their knowledgeable
pathfinding through the mazes of federal documentary data
bases, Mollv Skardon for copy editing of portions of the
manuscript. Elilzabeth Stevens not only was responsible for
procurement and maintenance of the projectts bibliographic

collection but also managed the production of this and other
reports of the project.
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EXECUTIVE SUMMARY

The Concept of White-Collar Crime

Interest in statistical information on white-collar
law-breaking was awakened by Edwin Sutherland's (1940)
ploneer writings on white-collzr crime. The concept of
"white-collar crime" is an unfortunate one, however, since
it needlessly encumbers thinking with concepts of both
"white-collar" and of "c¢rime," and it complicates
explanation with description.

A major problem in using occupation or socioeconomic
status as a defining element in crime is that the element
cannot be used at the same time as an explanatory
characteristic because it is not allowed to vary independent
of the definition. This is a mistaken explanatory strategy
because the major theories about what causes crime utilize
socioeconomic (vertical) status as an explanatory variable.
Excluding socioeconomic status ("white-collar") as a

defining characteristic helps to distinguish events from:

participating statuses in events, The kind of behavior made
problematic for explanation, moreover, is perpetrated by
both individual and organizational actors. White-collar
socioeconomic status is at best a dubious way to
characterize organizational actors.

The concept of crime ordinarily carries with it
defining elements of culpability and of penal sanctions or a
penal code. Crimes are typically contrasted with civil and
administrative infractions or violations. Much behavior
that is formally the same in terms of its occurrence is
legally different only because responsible officials decice
that the civil or administrative process affords more
certain, rapid, economic and effective remedy than criminal
action.

This blurring of distinctions between civil and
criminal matters, argués for a definition of white-collar
violations of law that encompasses all behavior where
penalties can be imposed, regardless of the form of the
proceeding. The form of the proceeding or the legal
authority under which the penalty is leveled then can be
allowed to vary as a property relative to behavioral
violations of 1law.

Having rejected the implications of both "white-collar"
and of "crime," the troublesome issue remaining is whether
one should continue to refer to these matters as "white-
collar crimes."” There is no simple answer to that i{ssue of
nomenclature.
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This report regards "crimes" as matters that fall under
the criminaf code and are subject tec criminal qufbtizg
through a criminal proceeding. There are six relate : d
alternative labels that can be attached to th: ﬁ:%aa:d
category of behavior to which penalties are at acdg 2nd
that include crimes as a subclass. They araﬂsﬂ 2
violations, infractions of law, transgressions of %aun é;at;
breaking, delicts, and offenses. Even more general con 51
{nclude misdeed and misconduct, and illicit or actionable
conduct. For the most part, these alternative t?rm;tir:
used interchangeably, with a preference in the de 12 Tﬁ
for "law violations to which penalties are attached. de
term law-breaking (Wallerstein and Wyle, 1947) also commends
itself.

term "white-collar™ is more difficult of
substzgszion in a single word or phrase, as the definition
below makes clear. Variously considered ueri
norganizational" violations, nyjolations of institutiinat
position" or "misdeeds of power." Opting fina{}y‘aga ns
neologism, we used the old word "white-collar" in a ggw
sense. The idea of an {nstitutional position ofti i
ecriminal actor is preserved, but without 2 specific ver ,caf
socioeconomic referent. To the degree that continued use of
nyhite-collar" presupposes certain congeries of occUpatiggz
as characteristic of violators, the ch¢Gice to remain w
the concept is unfortunate.

White-Collar Law Violations Defined

& law to
White-collar violations are those violations of to
which penalties are attached and that {nvolve the use of a
violator's position of significant power influence, oOr

fe ‘ Institutional
trust In the legitimate economic or political
order Tor the purpose of I1Yegal galan, or to comm an
illegal act for personal or organizational gain.

Definitional Elements

The major terms in thnis definition are defined as
follows:

Violations of law includes both acts and omissions
(nonfeasance) that are punishable by legal penalty. .An
action is not a violation unless there {s some culpable,
i.e., blamewerthy, party to the action.

Penalty is the loss, forfeit, or deprivation that may
legally be imposed for a violation. The procedqre by uhic?
the penalty is imposed--administrative, civil, or crimiﬁ? -
{s not integral to the definition of penalty and all t re;
types of proceeding may characterize the processing o
white-collar viclations of law.

exviid

Violator may be an individual, a group of individuals,
or an organization. There {s no presumptition that

organizational actors must also include individual viclators
and vice versa.

The legitimate economic or political order includes
businesses; government; nonprofit organizations such as
charities, foundations, religious organizations, hospitals
and universities; political parties; and the organized
practice of the "free" professions. Legitimate social
organizations are those serving legally permissible,
socially accepted purposes. Our definition also includes
highly regulated and institutionally structured economic
institutions such as securities and commodities markets,
real-property holding and exchange, and formal fiducial
trusteeship, even when the immediate actors of concern as
victims or offenders are private individuals.

Gain includes, in addition to direct pecuniary benefit,
the protection or enhancement of opportunities for potential
pecuniary benefit and for the avoidance of pecuniary costs
or losses, or opportunity costs.

Position is any position within an organization that is
being used for illegitimate gain, regardless of the
violator's position in the general class structure of
society, or any position that an organization or group’
occuplies relative to other organizations or groups.

Influence, power, and trust refer to the command that
can be exercised over material resources of an organization,
its symbols, its personnel and clients, as well as over its
relationships with other organizations or the public, as
these enter into the execution of the violation.

Significant power, influence, or trust in a position
refers to the magnitude of the degree of control and of the
resources ~f an organization that are subject to a
violator's control. A position is deemed to have
significant power, influence, or trust when the actions of
incumbents must be taken into account by others in _the
performance of their related roles.

Major Classes of Violation

White~collar violations of law, including white-collar
crime, have been defined in a manner that excludes violators
and violations that are ordinarily associated with other
domains of law violation: underworld or organized crime,
political violations, and common or ordinary crime,
inc¢luding crimes of "passion." Each of these types of law
violation to is briefly defined clarify their
differentiation from white-collar violations.
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Organized crime violations are those violations of law
to which legal penalties attach that invclve the illegal use
of a violator's position of significant power, influence, or
trust (and/or i{llegal means) in an illegitimate economic or
political institutional order for the purpose of illegal
gain.

Political violations of law are those violations to
which legal penalties attach that involve the use of illegal

means (including the illegal use of power) to achieve
illegitimate political ends or a substitute 1llegitimate
political order.

Ordirary or common violations of law are those
violations to which legal penalties attach that do not
involve the use of a significant organizational position.

The primary criteria for differentiating among these
classes of violations of law are the legality of the means,
of their use, and the legitimacy of institutional orders.
PDifferent classifications of violations and different
classes of violation can apply to the same natural event.
This can be illustrated for what commonly is thought of as a
"white-collar crime,” the crime of fraud. There may be
el aborate forms of misrepresentation in organized crime
swindles. There may be a voter fraud designed to capture
political power or simply for personal gain. And there are
common forms of misrepresentation in ordinary transactions
that would hardly qualify them as "white-collar crimes.”

The proposed definition of white-collar law=-breaking
departs then from conventional ones of white-collar crime
based on legal categories, the social status of offenders,
and their detection and processing in criminal justice
systems. Yet, the treatment of statistical sources of
infermation on white-collar law-breaking in this report is
in fact relevant to most definitions, since the approach to
the measurement and statistical reporting of white-collar
law-breaking taken rests in an appraisal of current
statistical sources in federal agencies and the requirements
that must be met for a uniform system of reporting. From
this assessment, a more general treatment of the role of
statistical reporting in social control is offered and
recommendations made regarding research that is needed to
develop information systems on white-collar law-breaking.

Present Focus on Federal System

The current state of our knowledge about the
heterogeneity introduced into statistical reporting from
statutory, executive, and judicial sources is too limited to
take variability among reporting Jjurisdictions
systematically into account. Knowledge about, state and
local variability is particularly limited since few states
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have organized local into state reporting. For that reason
alone this report pursues a limited strategy of focusing on
federal statutory and regulatory codes and their
implementation.

There are additional reasons for focusing on faderal
violations of the law in explaining the problems of
statistical reporting of white-collar law-bdreaking.
Although there are more civil suits and more criminal cases
in state and local than federal courts involving white-
collar law-breaking, their diversity is greater in the
federal system. These federal cases, moreover, cover areas
that are generally of less significance at state and local
levels, e.g., criminal antitrust, or they are exclusively
federal matters, e.g., federal elections.

But, there are shortcomings as well in limiting initial
inquiry to federal statistical systems. The extent to which
state and local statistical problems and issues mirror
federal ones cannot be determined nor can those that are
unique to ‘these levels of government and their reporting
systems be examined. Less will be learned, therefore, about
the kinds of white-collar law violations that are endemic in
state and local systems, e.g., cases involving real estate
transactions or professional practice. These are matters
for exploration in later research.

The main focus of this project on official government
reporting systems ignores the fact that there are private
Systems gathering and reporting information on white-collar
violations of law.

The first of these zcre private social control agencies
that have responsibility for regulating some form of
conduct. Many of these private regulatory agencies possess
sanctioning as well as enforcement powers. In addition to
private systems of detection, enforcement, and sanctioning,
there are some major private reporting systems that
regularly -~ vide intelligence on white-ccllar crime. Among
them are the media of mass communication, and the special
compendia that publish cases or other information on
selected kinds of white-collar violations of law, e.g.,
Trade Cases.

Sources of Information on White-Collar Law-Breaking

There is a common presumption in the literature on
crime that there is little available data pertinent to
white-collar crime. 1Indeed, A Framework for Planning
U.S. Federal Statistics concluded: Y. . . no data are

routinely collected on 'white-collar crime'." (U.S. OMB,
1977:167). Investigation leads to a somewhat different
conclusion. There are many and diverse sources of
information on white-collar violations of law. The number
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of relevant, routinely collected data sources is great. Yet
when taken individually, each presents probiems of adequacy,
interpretation, and use. When taken collectivel?, they pose
substantial problems of collating the separate sources of
information and fall far short of constituting a
comprehensive information system on white-collar crime.

Modalities of Information on Crime

Systematic official govermment intelligence about crime
is socially organized by three major modalities of
intelligence gathering: the administrative record of
investigations and decisions about them, sample surveys to
detect compliance or violations of law or standards, and the
aud it of administrative or survey information systems.
These modalities are not restricted by function, such as by
a presumption that administrative records are management
information systems while sample surveys are not. A
management system may include all three modalities as parts
of an integrated system of intelligence gathering and
assessment.

Requirements for a Uniform Statistical Reporting System
On White-Collar Violations of Law

Variability in the kind and quality of information
available from legislative, executive, and judicial agencies
is the major barrier to developing a uniform reporting
system on white-collar violations of law. This variability
Stems from many different sources: the nature of
Jurisdiction over law and its violations, the history of
organizational information on law violation under a
particular mandate, and the uncoordinated growth of data
storage and information processing and reporting systems.
Given myriad sources of variability, only those that impose
substantial barriers or limits to developing a uniform
system of statistical reporting on white-collar law
violations or ones that substantially affect the form such a
system might take are cornsidered. Examination of these
sources of variability leads quite naturally to the
specifications of requirements for a uniform statistical
reporting system.

Sources of Variability: Jurisdiction

Requirement 1: That the statistics encompass
adminIstrative, ¢{viT, and criminal matters.

With the emergence and growth of administrative law and
regulation, jurisdiction has come to embrace the scope of
authority, capacity, power, or right to act in executive as
well as judicial matters. Were one to limit the statistical
reporting on white-collar violations of law only to matters
that may be adjudicated under the criminal law or those
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sSubject to litigation in the civil courts a great
transgressions of law~-many similar to thos'e, ligt‘iegaattencliag¥
adjudicated-~-would lie outside the statistical reporting
system. The volume and consequences of white-collar matters
decided by administrative 1aw judges easily outweigh those
decided by civil or c¢riminal court Judges and matters
detected by regulatory agents and resolved by discretionary
decisions of their agencies often loom larger than tho se
detected by criminal enforcement divisions and adjudicated
as criminal matters. Although statistics on white-collar
violations might be reported separately for criminal, civil,
and administrative Jurisdictions, a uniform and
comprehensive system of statistical reporting on white-
collar violations of law should embrace all three.

Reguirement 2: That at least in the short-run, the
changes related to overlapping and concurrent Jurisdiction

are monitored for their potential impact on statistical
series.

consHajor chipgeihin taw and {ts administration have
equences for e statistical series

related federated units. Whenever one unitfoghf?{:liltesl 1%:
or enforcement and disposition policies or practices it may
affect the matters of other units with concurrent
Jurisdiction. This is particularly true for federal and
state statistics where shifts in federal policy and practice

are likely to have a profound impact on the t
both federal and state units. P € time series of

Reauirement 3: The adoption of standard definitions and
class catlon procedures for events regarded as white-

collar violaticns to overcome statutory and administrative
variability in defining them.

Variation in the Statutory and administrative
definitions of violations of law and of pouers of
enforcement, as well as variation in how matters are
detected and processed as legal matters in a federal system

have an ernormous impact on statistical series of white-
collar crime.

Requirement 4: That ways must be found to estimate or
account for multiple counts of the same events,

Within the federal system, there exist both concurrent
and overlapping jurisdiction among federal departments and
executive agencies within the executive branch--a situation
that can give rise to difficulties in counting and
classifying events since these agencies are not bound to
follow uniform rules and practices. The same events can be
counted and classified in different ways because of
concurrent jurisdiction and because the law allows both
civil and c¢riminal proceedings for the same events.
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tion of the

Requirement 5: That there be a clear defini ‘

universg with dec'Isionbrules stt'él:u%:gt%%efiggeugégs-;ggilia;
lations are to be coun , ’

é:?i;:g gy jurisdiction over events, by the terréiorybzg

jurisdietion, or by special qualifications regar ng

population of a jurisdiction).

¢ within which
The nature and boundaries of the universe w

white-collar violations are topbebic;:r;t:driijep;gbt:na:hi:tg‘g:
a uniform reporting system. ro A e A e Taw and

all offenses that are violations under v Y :
‘ included or whether
their offenders and victims shall be e o nsof the

h e excluded and whether the viols
‘ioaﬁi i“falg t}?er countries by A?egi%an cai tulnzfvn:r :endo ;;hle::
organizations shall be includea. Lverse rer of
on can be defined in terms O f
13323§§€3°ns of legal jurisdiction, their resident ?nirﬁgg
resident populations, and the place of occurrence of eve ’
where these are germane.

Sources of Variability:
of Statistical Reporting

Organization

] isions obligating
Reguirement 6: That there be prov
agencleg to report information about white-collar violations

in ways that permit its merging from different sources.

' jlable on white-
The kind and quality of {nformation ava v
collar law violations will depend upon the way in whtignt?:
collection, processing, and dissemination of 1nﬁg§ggy ‘
organized within a federal statistical system.

The accessibility of information as public 1nformf:ﬁi:
and the organization of aggregate reportingisy:t:zgo:tingi
federal agencies pos§ 1;m1tat1€n:uzgr:ﬁﬁﬁi::egzionspagainst
Most agencies not only have sta ¥ b atibn

' sclosure of uniquely {dentifiable informat ,
gr‘:il)isi: ddiisclosure {s mandated, but thgy also have stituut:{;'
protections in most cases against sharinAgltt;lnuqh s
identifiable information with other agencies. . origated
sole interest in statistical reporting lies in aggun1 e
{information rather than in unique casg;, 1aqt°
jdentification of 1nfo;mat;io€his sea!:nsgniinaiiw&i:;‘:ls So
merge information abou e nat

fons across agencies. It is not necessary
~§;g:ni§i;tification be public information, only that each

agency be obligated to share information about the samé¢

individuals and organizations so that careers may be
tracked. ﬂ
de for central
Requirement 7: That provision be ma |
coordingtion of the processing and reporting of information
and for control to insure uniformity and compliance.
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At the present time it is impossible to know about all
of the specific sources of infermation on white-collar crime
within the executive branch of our federal government. This
is s0 for a number of reasons.

1) there is no central information system for all
executive departments and agencies.

2) there is no exhaustive catalogue or guide to federal

statistical reports.

3) within any department, and even within some large
bureaus, there is no uniform way of organizing data
collection nor is there always central

responsibil ity for collecting, storing, and
reporting information.

4) even within a given agencies or bureau, there can be
considerable difficulty in controlling the kind and
quantity of information that is collected and in
gaining access to it because the collection of data

and its aggregation are decentralized to regional or
local offices.

Requirement 8: That relevant violations of law,
regulations, or standards be systematically and regularly
reported by each and every agency, whether or not it has a
mandate for law enforcement, regulation, or adjudication.

The avallability of information on white~collar law
violations differs among the myriad federal agencies and
divisions within departments because of considerable
variation in the specification of their mandates and of
their powers to enforce t' e law or to regulate and
ad judicate matters relating tu white-collar violations.

Requirement 9: Although a uniform system of statistical
reporting does not require that all agencies follow the same
rules for deciding referrals, it does require tiiat there be
explicit criteria for defining referrals and their sources
so that referral information can be merged among agencles
and their sources of variability investigated.

Each federal agency and ‘many depariment divisions are
sources of referral to other agencies of white-collar
violations of law. This is particularly true of referral
for criminal prosecution, but it often holds for civil
matters as well. Each agency is an agent for the
mobilization of legal intervention into matters, but the

bases for, and the criteria of referral vary considerably
among them.
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Requirement 10: That there be provision for
standardization among agencies of data collection, analysis
and reporting.

That each agency has considerable autonomy to develop
its information system presents formidable barriers to
coliation of information on cases transferred among
independent or administratively separate agencies.

Requirement 11: Within each network of related
information systems cohorts or synthetic cohorts should be
created for stock and flow statistics and to identify
successive violations by the same violators.

Much of the information on white-collar violations of
law arises in connection with the enforcement and regulatory
activities of departments, agencies, and quasi-official
agencies of the Executive Branch. Inasmuch as criminal
matters can be prosecuted only by the Attorney General and
the U.S. Attorneys of the Department of Justice, it is
possible to have uniform statistical reporting for all
matters that agencies decide are to be referred to the
U.S. Attorneys or to the Department for treatment as
suspected crimes. But, the collection and recording of
information on criminal referrals is quite loosely organized
at the present time, owing both to the relative autonomy of
the U.S. Attorneys and tec the absence of central
coordination of statistical effort within the Department of
Justice. The creation of the Bureau of Justice Statistics
within the U.S. Department of Justice may eventually lead to
more uniformity. <Currently, the Criminal Division of the
Department of Jusiice is attempting to secure informatior on
every fraud referred by any federal department or agency to
a United States Attorney's Office, the Criminal Division,
Federal Bureau of Investigation, or another part of the
Department of Justice for prosecution or further
investigation, but these matters are not as yet classified
in any uniform way. Although the Department may categorize
matters referred to it, it has no authority over these cases
prior to their referral. The question as to what is to be
referred as a criminal matter rests, therefore, with each
individual department or agency, and the staff of the
Criminal Division staff or U.S. Attorneys have discretion to
reject such mattars when referred.

Access to Information

An initiai problem in accessing information is to learn
what exists, in what form, and with what categories that may
be merged with ‘nformation from other data systems. Most
agencies do not have a central index of all the {iiformation
they collect and compile on statistical reporting that makes
them readily accessible to retrieval. The published agency
directories, 1istings, and reference guides all are limited
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in coverage and scope altho
ugh most agencies h
indexes that are available on requeit und er géfA%ntgeri

there often are raw data and un
her published reports which ar
%t included in internal indexes and these ordinariqy can b:

obktained )
seurce:_ only by acquiring information on them from informal

Once information is located
Eaining access to it ma
be difficult and time-consuminh for persons outside thg

agency, particularly for anyone outside of )
Unique identification may need to be removed fgg;egggzsgg;

files and privileged materials scre

ened from case f{1 .
Aitq?ugh requests for information ordirarily must be mebegy
81ving access to it within 10 business days under FOIA,

agency budgets for clerical or paral 4
make for much longer delays. P gal assistance often

Whether or not one can galn access to inform:
depends also upon retention schedules for infogng:égn
Governmant records, including data tapes and their sourc;
?aterials, may be stored by an agency but most asre stored by
sge National Archives and Records Service (NARS) of GSA

me, but by no means all, computer files arc-stored by thé
Machine Readable Archives Division (MRAD) of NARS. Whether

or not the information is accessible there d
upon whether it is an agency or a GSA "recordﬁ?ends in part

Assuming that one can galn access to t
of given agencies, it is almost impossibge :g fgzﬁgig; g:i::
;hat are common to more than one file, to merge information
T;om sSeveral sources, or to eliminate duplicate cases.
Ihese difficulties stem initially from the lack of common

ldentifying information that might
matching case records. ght provide a basis for

often are not comparable across time

: periods because ch
:r; frequently made in file structure, the classificatiggggg
nformation, and the way that matters are accessioned or

counted. For these reasons, it may be dir
time series from the information 1‘1):1e§.ml ficult to create a

Problems of matching and merging :
seeks to track cases acrass agenciisg are compounded if one

~ There 1s a special class of document

particular value to statistical reporting sysiet:;‘aatndar;;ozt;
existence investigators have found it difficult to learn
about or to access once their existence is known. These
documents are reports on the quality of information in the
gystem and on the nature and efficiency of its operations.
uch materials run the gamut from memcranda on law
enforcement Strategies and tactics to highly technical
treatments on the Selection of an audit‘sample. Such
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reports are irnvaiveble Iin understanding changes in a time
series and for assessing the accuracy of information on
which it is based. For some agencies, a major source of
statistical series is reports based upon audits or sample
surveys and reporting systems. It is especially difficult
to merge infermation from audits and surveys as they
currently exist because they either are utilized only for
quality control in a system or because they serve as a
proactive means of detecting or monitoring special kinds of
violations, ones that are not easi)y merged with
conventional ferms of white-collar violatisns.

Such of wajor problems of accéss and use of agency
information sources to create statistical time-series on
white-collar enforcement actions suggest a number of ways
that one might increase the utility of agency information
systems for this purpose. These ways are stated below in
the form of recommendations for the creation of a federal
sy:tem to develop statistical indicators of{ white-collar
crime.

: 1. A special Sourcebook on White-Collar Violations of
Law shoulc be pre¢pared annually.

2. Each agency should be responsible for assembling
historical series on white-collar enforcement actions and
for both continuing and augmenting such a series annually.
There should be interagency agreements on a common substance
and form for such reporting.

3. Current retention schedules for information
produced by agencies should be reviewed to insure that basic
statistical sources with respect to white-collar violations
are preserved until a permanent system of statistical
reporting on white-collar law-breaking can be established.

4. The Machine Readable Archives Division (MRAD) of
NARS should set standards for retention of computer files
that have information relevant to the development of white-
collar crime 1indicators.

5. MRAD should prepare public use tapes (with unique
identifiers deleted) for information files relevant to
white-collar law violation, including, when possible,
merging information from files before unique identifiers are
deleted.

6. At the present time, only certain computer files
are retained by MRAD. There should be central zrchiving of
agency infecrmation relevant to white-collar violations
either within MRAD or some division of NARS.
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7. Whether or not central archivi
ng is ach
:h?uld be a Directory of Information that 1ists §f§°3é1§¥§;§
n zrmat1on Sources on white~collar law violations {both
?gglégz ;efggzi:gagg dffumegta:yi. tSu::h a directory should
all materlals that are supplementary t
or relevant to interpreting or usin ‘ ! on
, g8 the primary source
white-ccllar violations. Finally, 1nformatign shoalg 32

given on whether or not public | ‘
S0, under what cOnditiong. access is possible and, if

8. Within the director
: y (or apart from it) th
sgguli;be a listing of all reports that are reléVa@tegg
whi?:rei:onfligg {J;i sbti_reu:ktf;e of‘danyfs}:;atistical indicators on
t - ng and o ow th / ;
devéloped and their quality monitored. ¢ indicators are

Secular Changes Affectin
I"I"g'" g Statistical R Sy
2D clal Systems eporting

Any statistical series on violatio
; ns of law is sub
{sggiiigéi:eriblielchange resuliting from changuesjefrf
. eglslation, 1.e., statutor i
affect a series directly ,uhil ’ Islative procecs can
Y, e the legislative proces
affect it indirectly. There are at leastweightpmajovswgif

that 1 ' ,
seriesfgiSIation can directly affect = statistical time

1. Changes in substantive legal mandates;
2. Changes in sanctioning mandates;

3. Changes in pro ,
enforcement; ' Procedural requirements of law

4. Changes in agency jurisdiction;

5. Changes in the organizztion |
cons lidation of functions or pduers;of enfcreement through

6. Changes in the number of enforcement agents;
7. Changes in reporting requirements;

8- : -, .\
vkﬂatorsfhanges in organizational power to sanction

The Congress also can exert corn .
| 1 a « rnsiderable indi
influence on statistical series on law violation. Thei:;;;:

means of doing so are through in t ‘
work of its oversight commg%teesYQStigations P¥ GRO and the

Perhaps the most pervasive 1nfi ‘ ]
| V luences on variability {
:;:tistical t;me series stem from internal adminiatragavg
nges in enforcement policies and practices and In the
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erganization of statistical,information systems. - In *

atgleast four major ways that an agency can ygffect t%e
production of white-collar law enforcement indicators by

administrative changes:

1. Alteratfon in policies of enforcement, particularly
in the exercise of discretion;

2. Shifts in the allocation of resources among types
of enforcement or to enforcement activities;

3. Alteration in the structure of information systems;

4. Changes in what is collected and reported, and
changes in its content.

Extra-agency administrative changes also affect
statistical geporting systems. They do}so primarilyT;y
interagency agreement or by executive reorganizati%g.isiog
current system of fraud reporting to the Criminal v :
of the . S. Department of Justice is an exampge in
centralized reporting by interagency agrgement. tH%i t?gél
line federal agencies have had some changes in sta is real
reporting as a consequence of administrative reorganilza
in the past two decades.

" Not Detected
Learning About White-Collar Law Violations N
or Rego%ted to Law Enforcement or Regulatory Agencies

There are a number of different ways that an
organization may increase its pool of information on whé;:;
collar law-breaking. Among the main ones are thoseki
{ncrease the size of the universe of potential law breaking,
that increase feed-in from unofficial or external sou:ies,
that use alternative procedures for detec;ing informat o:,
or that take advantage of known properties to estimate
unknown ones.

or alternative to official reporting systems is
the sgmzfg survey. One way that sample surveys currenbiy
are used as alternatives to offictal reporting systems 1is
for determining the accuracy of iuformation. The Taxpa{zg
Compliance HMeasurement Program (TCMP) of IRS samplesff‘it
returns to estimate errors in the reporting o a§
1iabilities. IRS also uses surveys to determine levels o
compliance with the legal requirements of filing a t:g
return. Tne sample survey can be used as an alterna;ive °
official reporting systems for determining rat%ito
vietimization, of violation, and of violators in w e-
collar law-breaking. At the present time no such surveys
have been systematically developed but gnalogues ar;
available in self-report surveys of victimization an

xl

offending for ordinary crimes. There are a number of
distinct limits to transferring survey technology to the
estimation of white-collar victimization, however.

1. For many types of offenses that might be classified
as white-collar violations, the victim often is unaware of
the victimization and therefore cannot report it.

2. The problem of ascertaining victimization is
especially difficult when the victim is an organization.
The main reason for this is that organizational intelligence
on victimization itself depends upon a socially organized
system for becoming aware of victimization.

3. Some white-collar violations do not define a
victim, since they are crimes of consent among perpetrators,
none of whom is clearly identifiable as a victim.

y. Victimization events are not always easy to
identify from victim reports. It is not clear that victim
reports can always be related to "same" or "common" events
that led to the victimization.

5. The definition of white-collar law«breaking
proposed in this report makes it difficult to classify
victimizations as white-collar unless the victim has
information on the offender, i.e., to qualify as & white-
collar violation, it must be known whether a position of

power was used to commit the violation and whether it was
for illegal gain.

There also are limitations on the use of self-reporting
of violations in perpetrator surveys of white-collar law-
breaking. Self-reports of compliance or violations of law
are applicable in the white-collar area primarily in those
kinds of violation where an individual is a lone offender or
at most involved in small group offenses where co-
conspirators or co-offenders are readily identifiable and
known in terms of their role in the event. Where offending
partners are more diffuse and the behavior involves complex
organizational activity, the perpetrator survey seems less

appropriate, particularly to estimate frequencies of
violation events.

The dark figure of crime may be more substantial for
white-collar than ordinary crime precisely because more
attention is directed to cloaking the occurrence nf white-
collar than ordinary crimes. Most ordinary crimes are
point-in-time events and violators have littlie opportunity
to take steps to cover their offense once it has been
committed. But some forms of white~collar crime, as Katz
(1979) observes, are characterized by elaborate forms of
violator behavior to avoid detection. Perpetrators
structure the occurrence of the violation so as to make it
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d. If detected, to

t {ts occurrence angd, .- A
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{ons

' t
{ng model is mosS
dels. The englneer on and
= ﬁ?ﬁﬁftﬁrsﬂga Ih the development ogmirezﬁgﬁéh i th
Cleart{on strategies for white-collar :r ie; in mind. A
e tn tive rather than ad aptive Stra.ﬂivelopins models
gﬁgtgglgf Inspector General's ofgtc;:ni;§y ~nd management.
| due to fraud S S e of udits
ggd%£§%§%§slg:zzzpt to analyze,zQe r:igitZgiispi;tigeﬂtif;
' ther detection jes, and
investigations, anc © ram operations, policiles,
: ‘ , : The
vulnerabilities in prog to waste (DOL, 1979: 4).
onducive toO ; 11 is
managemer;tiot:ag;":lgped in these modelstoraqlitr;!‘rproygram
inéﬁ::&:d as a feedback process and used to '
or

operations. The effects of these management changes are
continuously monitored for their effects and for feedback.
The emphasis in these models clearly falls upon taking

actions to prevent viclations rather than simply to monitor
and report Eﬁem.

A second class of engineering models is designed to
increase levels of compliance in a regulatory system. The
model usually programs a strategy for 1isolating the major
componients producing undesired effects (or in crude versions
simply of the kind and level of effects whose causes are
presumed) and then for taking and monitoring actions to
change the level of compliance. Pollution control models
and those for monitoring environmental health and safety
fall into this category. Perhaps among the most
sophisticated of these is tha NEISS system designed to
detect unsafe products, determine the source of their harm,

and providing for compliance by altering the conditions
producing harm.

Models also have been developed for stste as well as
national programs to ditect potential fraud by means of
computer aided detection systems (Lange and Bowers,
1979:67-71). Computer detection strategies often become the

basis for fur’Zher investigation to determine the nature and
extent of viclation.

Intelligence Modeis. More common are the simpler
adaptive management models that rely upon the statistical
information systems to provide intelligence to which
management can adapt. There are several major models of
this kind. The first are designed to produce information to
govern the nature and kinds of audits an agency will conduct
to increase the pay-offs in its detection or investigation
strategies. IRS's use of TCMP and the development of DIF, a
formula to select returns for avdit is a case in point. The
second class of models is designed to estimate manpower
needs within the organization using stock and flow models.
The information system commonly is used to demonstrate that
current resources are sufficiently productive so as to

warrant their increase in future budgets to raise the total
return.

Enlightenment Models. The statistical information of
any agency may provide a great deal of enlightenment
information even when not designed with research objectives
in mind. Recent research on white-collar crime is based on
over-time information from regulatory agencies (Shapiro,
1980; Scott, 1980). An example of enlightenment using
statistical information generated for other purposes is
provided in a report giving estimates of income unreported
on individual income tax returns prepared by the staff of
the Internal Revenue Service (1979). Though the information
sources were generally deficient, some estimates of total
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"unreported income" from illegal activities was made by
using estimates of the volume of 1llegal drug traffic in
1977 prepared for the National Narcotic Intelligence
Committee; information from the FBI and from state and local
police departments was used to derive estimates for gambling

and prostitution.

Needs and Priorities for Information. Users will vary
considerably in their needs and priorities for information.
Management information systems generally want quite specific
and timely data so that daily, weekly, monthly, and
quarterly information is required. Where the information is
used to detect noncompliance, the information is required in
a3 highly disaggregated form.

Although administrators have some use for aggregated
and summary indicators in the white-collar crime area, they
are more likely to want to projections that affect their
request for resources. They are apt to wish these to be be
disaggregated for operating units of the organization to
show different levels of demand and supply within the

organization.

The requirement for summary social {ndicators 1is more
generally a matter for enlightening the general public or
special interest groups which monitor socizl change. These
highly aggregated indicators, whether of violating or
offending, are of use also for more sophisticated
projections of change in the society and as enlightening for

policy makers.

Research investigators, like managers, often demand
highly detailed information. Unlike administrators,
however, their demand is less immediate and they are more
likely to be interested in having information comparable
over time. Research investigators also are more likely to
require information on the accuracy of figures provided by

an agency.

The Organization of Statistical Reporting
on White-Collar Law-Breaking

General models underlie statistical reporting systems.
Systematic attention to developing the statistical reporting
capabilities of such models will enhance the usefulness of
the statistics collected, utilized, and reported and
increase the prospects for a uniform system of statistical
information on white-collar law violation.
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FIGURE 1

ARCHETYPICAL REGULATORY ENFORCEMENT
AGENCY FOR DETECTING VIOLATIONS
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Deterrence Models. Surprisingly little is known from
stat{StIcs or formal experiment about how white-collar
offending may be deterred by the imposition of sanctions or
by other means of regulating conduct. The major interest in
the deterrent properties of law has lain in examining the
effect of criminal sanctions upon ordinary criminal
behavior. The effect of eriminal sanctions on white-collar
offending has been neglected on the whole and almost no
attention has been given to the deterrent properties of
regulation. Most of the interest in deterrence in white-
collar violations of law pertains to specific rather than

general deterrence. Almost no regulatory or law enforcement

agency responsible for white-colldr compliance or violations
of law has developed a strong interest in deterrence models.

The model in Figure 1, above, makes apparent that
regulatory agencies normally do not {avestigate the general
deterrent effects of regulation even though the {ntent of
most regulation is, precisely, general deterrence, primarily
because they fail to develop system-wide statistical
information on the behavior that is being regulated. Stated
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more generally, tests of the general deterrent nffects of
sanctions or regulatory actions require information on the
behav ior of persons or organizations in a defined and known
universe. No test of the effect of sanctions on members of
a population who have not previously violated is possible
unless one has rates over-time for offending on all members
of that population or a sample of it, with respect to the
conduct being regulated or sanctioned.

Despite suggestions that offenders of high
socioeconomic status, particularly those who commit white-
collar offenses, are more likely to be deterred by negative
sanctions than are persons of low socioeconomic status, no
law enforcement, ad judication, or regulatory agency models
behavior to track the effects of sanctinns systematically.
Far more interest has focused upon whather there are status
disparities in sanctions.

The files of most law enforcement and regulatory
agencies are not organized in ways that make possible
tracking over time persons or organizations who have been
investigated or sanctioned by the agency. The SEC, for
example, tracks neither individuals nor organizations over
time, so that it cannot determine the specific effects of
its sanctions. To be sure, it i{s no simple matter to track
organizations, since the same group of individuals may
create 2 "new" organization following the sanctioning of an
"old" one, and individual groups of assoclated persons
appear and reappear in different organizational guises. Yet
difficulties in tracking either persons or organizations do
not seem to account for the failure of regulatory or
enforcement agencies to track unique persons or
organizations. Rather, the answer seems to lie in what
kinds of measures are chosen to evaluate the effectiveness

of an 2 ency. These usually turn out to be measures of

volume v 'cases handled and kinds of sanctions given, rather
than measures of the effect of actions or sanctions.

Incapacitative Effects of Sanctions. The effect of
sanctions on organizations Is of special Interest where the
forms of punishment involve incapacitation. One commonly
encounters statistical indicators of incapacitation using
data on sentencing of white-collar offenders., But it is
rare to encounter measures of incapacitation for
organizations or of the general and specisl deterrent
effects of incapacitating organizations, despite the
possession by many agencles of considerable powers to
incapacitate organizations.

Sanctioning Effects of Acts of Regulation. It is
noteworthy that general and specific deterrence models
usually focus on the effects of penalties on behavior. Yet
acts of regulating may themselves have important general and

speci{fic deterrent effects. Among the more powerful are
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aud its of records kept. Others pertain to the necessity to
keep certain kinds of records*and to report regularly,
including in some cases to report violations. The NRC, for
example, requires extensive record keeping and veluntary
reporting of violations of safety standards. SEC requires
that each corporation file Form 10K annually, a form that
records information on legal proceedings against the
corporation.

Compliance vs, Law Enforcement-Justice Models. Law
enforcéement or jusStice models are dominated by thHe detection
and investigation of viclations with offenders being subject
to penalties in the form of punishments or losses.
Compliance models are dominated by regulatory activity
designed to produce behavior that conforms to rules or
standards. The report explores sor.e implications of these
twin models for the production of statistical information on
white-collar law violation.

Enforcement-Oriented Agencies, Law enforcement and
Justice systems are built around the detection of
violations, their investigation, and their adjudication.
Statistical information attaches to the "case" investigated,
since it 1s the "case" that i{s tracked rather than
individuals or organizations in some career or continuing
sense. When an investigation is "closed" for any reason, it
tends to leave the information system. Whether or not
provision is made for cross-referencing to such "closed"
cases at some later date may be a quite arbitrary matter in
an agency's information system.

There are five major consequences that flow from this
disjunctiveness in the processing of information about the
same case:

First, l1ittle attention is given to information that
might explain behavior, rather then how particular decision
was made under the law.

Second, the organizations are linked in a network
rather than by systemic properties. As a consequence, one
obtains statistical information on the "stocks" of cases in
any one of the prganizations at a point in time. Indeed,
one cannot always obtain information on stocks in all
organizations at the same point in time. Correlatively,
since cases are not followed across organizations, 1t
usually is impossible to obtain information on the flow of
cases through such a system. K stock-flow model of cases,
persons, organizations (or any other unit) through a law
enforcement- justice network thus is impossible.

Third, because each agency does nof-share much

information with any other in the system, thesrd is a great
deal of "missing information™ on matters that are not
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immed{ately relevant to a decis :

disagreement as to the "facts" where 1t?hne: i:mde i;?::::ﬁg: 113
presumably reported. This means both that the information
for any given agency is of questionable and unknown accuracy
and that across agency compariscns will produce different

distributions and results for wh
common caseload . at is presumed to be a

Fourth, the organizational disjuncti
processing cases which precludes informatgon on Qiznﬁfﬁl t?
cases across organizations makes it impossible to agalyzé
1law enforcement and ad judication by cohort models. The
disjunctiveness in counts and the f{naccuracies in
information likewise make the stock data sufficiently

Finally, the high amouht of discretion
{ permitted in the
igs?em, particularly in the matter of criminal referrals and
elr prqcessing, makes it difficult to compare the nature
of criminal conduct across different agencies.

Compliance-Oriented Agencies

A substantial number of federai agenc
almost exclusively toward a complianc% Soé:f g;ebg;§$?§:?
The goal cf the regulatory organization will be to produce
compl iance, particularly where the commodity is a eritical
resource or a form of consumption in the society. Sanctions
will be used only as a last resort. Normally time will be

granted to correct \
compliance . ect or modify conditions to achieve

The structure of compliance information systems has a

nunber of consequences for , ; ‘
compliance. 9 statistical information on

First,, the compliance regulatory agency wil

of standards and measures of comé&iinc;rratt;?v:;::e:
discrete measure of violationi. These are likely to be
continuous measures or interval measures so that one can
determine levels of compliance. Noncompliance or violation
will be some point on a scale, repeated measures of a given
value, or some pattern of scale values. This often means
that an agency can talk about levels of compliance, e.g.

levels of water or atmospheric poilution, the risk of harm’
as in the l11ikelihood of side-effects, or a certifieé
Quality, as in the quality of food products such as meats or
produce. A measure for determining compliance ordinarily is
one that regulated parties can measure independent of wny
activity on the part of the regulating agency. Indeed, an
agency may he held responsible for continuing monitoriné or
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measuring and to report regularly to the regulatory agency.
Noncompliance similarly need not be synonymous with a
discrete state, and there can be levels of noncompliance.

Second, the agency normally will have a continuing
record of the state of compliance at intervals of time.
This means that the agency tracks the unit that is to be in
compliance and produces individual over-time measures.

Third, measures ordinarily will be kept on every unit
expected to be in compliance (or at least a probability
sample of them) sc that detection of noncompliance or
violation does not depend upon these matters being brought
specifically to the attention of the regulatory agency
{though the agency may delegate the record keeping to the
regulated unit and hold it responsible only for reporting
noncompliance; normally such records must be accessible as
intelligence to the agency, however, and there are legal
requirements for their retention and certification).

Fourth, the agency will develop measures relating to
the induction of compliance, e.g.; of the length of time
required to achieve compliance. Such measures are quite
different from those relating to the length of time between
various stages prior to the imposition of sanctions and are
not readily merged with such statistics. Indeed, the
statistical accounting systems of compliance agencies may
introduce new concepts such as "recalls" of products that
were to be "brought intc compliance™ and the level of
response indicating the product was brought into compliance.
Thus a compliance measure may be related to a measure of a
conditior of violation that is to be brought 1into
compliance.

Fifth, the agency may develop a framework to determine
the rate of compliance in {ts domain of regulation.

A statistical reporting system based cn compliance
models then will produce rather different statistics from
those based on law enforcement or penalty models. Each
compliance oriented agency normally will produce some
information on law violation as well as on compliant
behavior. This latter information can be merged in some way
with that for all basic law enforcement agencies. However,
compliance agencies will produce information on white-ccllar
law-abidingness as well as on white-collar violations of
law.

Prevention-of-0ffending Models. Perhaps the least
common of all models used in the social control of white-
collar law violations are those built around preventing
violations of law. Such models differ rather radically from
the others previously described. Prevention models are
closely tied to causal theories of the behavior that they

S
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and causal models‘use to predict law violation. The object
of preventive social control is to intervene in a causal
sequence to change behavior.

Prevention models are emerging in Inspector General
programs where there is a responsibility "to prevent and
control fraud, waste and abuse" in federal program funding
and administration. These prevention models are usually
rather crude. They are based on the premise that the causes

of violation, when manipulated, will prevent the behavicr
from occurring. But it is not necessarily true that

manipulating the causes of an event will be the optimal

strategy for producing a change in tne occurrence of that
class of events.

This class of prevention models focuses on variables
that are amenable to strategic intervention by the agency or
its agents. The class of variables that best fits this
description is opportunities fcr offending. Hence,
prevention models tend to produce information on such
opportunities.

Somewhat more sophisticated prevention models based on
organizational exchanges or networks are being developed to
assess the structural and transaction points in government
benefit programs that are vulnerable to fraud and abuse.
One such model has been developed by Lange and her coworkers
(1979). When modeling the transactions that occur within
Eovernment benefit programs, four categories of major
offenders emerge: (1) the administrators who are charged
with managing the programs; (2) the recipients who directly
receive program benefits; (3) third party providers who
provide the benefits or services; (4¥) auxiliary providers

who offer goods and services to their parties and
administrators.

Detailed examination of the transactions that give rise
to offending leads to the identification of vulnerable
transaction points in the exchange network in archetypical
government benefit programs. These include especially (1)
the application for benefits; (2) the administrative
determination of eligibility; (3) the provision of services;
and (4) the payment of government funds to third party and
auxiliary providers. Specific offenses tend to be
associated with transaction points, and their costs can be
estimated. The application for benefits, for instance,
produces recipient offenses of misrepresenting eligibility
and changes in eligibility status. The provision of
payments, for example, leads to offenses of misrepresenting
costs by providers and over- and under-payments by
government employees.
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The utility of any social control model ordinarily is
no better than the assumptions that underlie it. Each of
the models that we have examined makes certain assumptions

about endogenous and exogenous variables in the model and
about the nature of causality in producing law violations or
about the causal effect of interventions in behavior
sequences. These assumptions must be examined as to their
plausibility and validity and the implications of
assumptions in each model specified clearly in terms of

their potential effects.

Deterrence models of the effect of sanctions on crime
rates, for example, are vulnerable to identification
restrictions that take the form of a prior assumption about
the behavior of a simultaneous relationship between crimes
and sanctions. The National Research €Counc¢il Panel on
Research on Deterrent and Incapacitative Effects, for
example, took great care to examine the deterrent effect of
sanctions using both simultaneous and nonsimultaneous models
(Blumstein, et. al., 1978:25-42).

Some of the more serious limitations vf these models
also 1lie in their assumptions about what are the p:ssible
kinds of behavior open to explanation and, therefore, of the
kinds of violations that can occur in regulated or
enforceable conduct. The example of an IRS study is used in
our report to point up the importance of model assumptions
in estimating the extent of violation or of harm done by
viclations. Attention oftzn focuses on the difficulties of
actually measuring exter . and losses for defined sources,
ignoring the possibility that the model excludes other
sources that could substantially affect conclusions reached.
This kind of limitation is inherent in the design of studies
that attempt to achieve an overall measure of "illegal
behavior,” such as in the Clinard and Yaeger (1979) study of
"{llegal corporate behavior." Though the authors are
nareful to call attention to the fact that they included
actions against corporations only from 24§ federal agencies,
exciuding all state and local violations, and that their
sources varied in the extent of their coverage, little
attention was given to how these 1imits affect all estimates
and the prediction of violation. Clearly, a corpcration's
violation profile can change substantially with changes by
inclusion or exclusion of forms of violation.

There similarly are {mportant ways that the choice of
social control strategies of law enforcement, prosecution,
and regulation affect stakistical information on white-
collar law violation. Mail fraud often is charged because
it is easy to assemble evidence of it and, therefore, there
is a greater 1ikelihood of conviction on the charge. Many
frauds invelving securities, for example, will be prosecuted
as mail or telephone fraud rather than as violations of
securities laws per se. Similarly, prosecutions against
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become matters for investigation. In general, the
impression is that such models, despite their limitations
(or {n some cases because of them), lend considergble power
to the analyses of white-collar offending. They are
particularly important for coperational &as well as for
informational purposes. Yet thelr application raises
questions about who gets regulated how. Stratified
priobability sampling models not only are powerful in
determining risks, but also in selecting units for
observation as to their violation status. In themselves,
risks do not specify either harms (safety, for example) or
the cost of being selected as zgainst the cost of being
omitted from a given selection. These issues of value
underlie the use of such models and deserve explicit
recegnition and attention.

Barriers to the Collation of Information
on White-Collar Law-Breaking

There are a number of different kinds and sources of
barriers to the collation of infoermation on white-collar
law-breaking. Some of these, such as the form of
information systems, are structural barrisrs. Others derive
from procedures for classifying and processing information
and relate mainly to the lack of standardizaticn of
infrormation or to imprecisicn in measurement. Finally, some
derive from the fact that the information system for any
agency may have unique or historfical sources of variability
that make merging their information with that from other
sources problematic.

Basic File and Reporting Structure. Although agents
develop information on a case basis, the basic information
file may take rather different forms. Files may be
structured for aggregate reporting of information as of a
point in time, for the aggregation of information about
cases at a point in time, or for the aggregation of
information about cases over time. As one moves from the
collection and reporting of information on an aggregated
case basis to one of reporting information more or less
continuously over time, the kinds of statistical reporting
that are possible are enhanced. Moreover, if one wishes to
merge information across all agencies, the possibilities for
merger are limited by the nature of the file structure.

There are rather substantial limitations on merging
‘dnformation from files where the basic unit is an
aggregation of information (or a summary). First, it is
impossible to assess the accuracy of reported information,
except by resort to field audits of each inspector's
reporting. More impartantly, additional information that is
not included in the aggregate reporting becomes inaccessible
to the central information system. One cannot relate one
variable to any other unless it is provided for in the
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statistical reporting form. Possibilities for inquiry using
the information in the files thus is limited to the original
aggregate form of reporting. Finally, and most important
from the standpoint of collating information across
agencies, if the object is to merge Iinformation for all
units, the form of aggregate reporting sets the limit on
what can be merged. One cannot merge information for any
greater level of detail or for any relationship that is not
provided for in the aggregate reporting form. Moreover,
since such aggregate forms are rarely standardized across
agencles, aggregate reporting by agencies virtually
precludes merging much, if any, information across agencies.
The capacity to do so will be in considerable measure
dependent on hroader developments in federal statistical
organization and policy. Systematic national white-collar
Gffending and compliance statistics can come into being to
the degree that there is realization of the concept of a
federal statistical system tianscending the complex
organizational division of responsibilities for
administration and action in the field among a multitude of
offices and agencies. The availability of information for
such a system and the quality of that information as data
for statistics will depend upon the extent to which that
system is successful in difusing through government the
orientations, the models, the norms and the practices of the
statistical institution.

ORGANIZATIONAL SOURCES OF TIME-SERIES VARIABILITY

Apart from the effect that the structure of information
systems has on uniformity in statistical reporting of white-
collar law-brezking, the ways that each agency organizes its
data collection and reporting and the ways that {its
environment affects the quantity and quality of information
on law violations are also barriers to uniformity.

Collection and Classification of Information

[P R

The ways that each agency organizes the collection and
classification of information for electronic processing
creates barriers to collation of information by how 1%
determines units of data collection, organizes information
into records, and provides for its accessioning and up-
dating .

The File Record. To retrieve information from an
electronic information system, ways must be found to define
information in a record and give it a unique identity or set
of identities. Record systems also vary in how information
is stored and retrieved, e.g., information can be arranged
hierarchically or in a horizontal rmtructure only. All of
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these properties of storing and retrieving information
affectwihepextent to which it can be made comparable across

agencies,

Multiple Counting of Basic Regortin% Units. A basic
problem in collating information from different reporting
sources is that one runs the risk of counting the same
information or unit of measurement more than once.

: nits for Records. Closely related to the
problggsg;?étliiple counting of records of the same event is
what bit or item of information is to constitute the basic
unit to which information is attached in the information
system. The basic unit ordinarily will comprise the
principal unit of count, although having a basic unit for
compiling information as a single record in no way precludes
tracking information for different units of count within the
same or different records.

In defining rezurds, fthere i1s no single recognized unit
that pertains to organizing information about white-collar
violations of law. It is well recognized in dealing with
law violations that one must distinguish among such concepts
as the violation (or crime) event, violators, violations
(whether of counts, indictments, legal code designations,
cases, and related designations), victims, or other matters
related to occurrences. Indeed, other units for organizing
information may be the agency’s intervention that leads tg
the definition of a violation, such as an "inspection,
"{nvestigation" or "report" or that represents thi
initiation of some line of action, such as a "case filing
or "an administrative hearing.”

Information files are not usually organized around
basic units of interest in learning about white-collar
violations, violators, and victims. The choice of a basic
unit around which the record is structured has other and
important implications for the derivation of information
from it. One may be unable to track certain kinds of
information in a file precisely because of the way
information is organized with respect to a basic unit.

Other Units of Count. Some other problems relate to
the efTects that cholc¢e of basic units of counting in a
record have upon the collation of information.

First, it is no simple matter to treat all matters as
discrete events in thelr counting. Some matters are
continuing violations in some sense, though they may be
treated as discrete events in an information file. EPA
water pollution data provides an example. A permittee may
be emitting pollutant on a more or less continuing basis,
and there may be monitors detecting that pollution. Each
record in some sense {s an event and a violation can be
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charged for it; yet in another sense they are continuing
events. Indeed, one can have as many violations as there
are measures of the same continuing event.

This problem relates to a central issue of how events
are to be defined and measured as violations, given
indeterminacy in their timing and discreteness or patterning
in offending. This is no simple classification and counting
matter for any major type of law violation, but it is a
particularly intractable one in defining matters as white-

collar law violations or in defining organized crime
violations.

How many violations shall be sounted depends not only
upon whether one takes repeatéd measures of the same
continuing event but upon whether a continuing pattern of
behavior is made up of many discrete events over time, each
of which can be treated as a violation. The problem is an
especially difficult one where one is counting violations
committed by organizations or of individuals and
organizations in some organized transaction network.

Second, the problem of merging counts of violations
from different agencies is exacerbated when different

violations from different agency sources are merged together
in a3 summary measure of violation.

A third problem is that counts of violations by and
against organizations cannot be separated in file structures
from counts by and against individuals. It is impossible
then to chose a rational base for the calculation of
statistics. The failure of most file structures to
separate individual and organizational units moreover
systematically remains one of the most serious obstacles to
the development of a rational set of indicators of white-
collar offending or to use these files to test hypotheses or
theories about white-collar law violation.

Completeness‘gf Records. A perennial problem in the
development and keeping of records is their accuracy in the
sense of the completeness of the information for any record
or unit of 1it. It is commonplace to observe that
information i{s lacking on a given characteristic in a given
percentage of cases. How complete the information is for
any given variable in an information system depends very
much npon some official definition of that item of
information as essential for some purpose of management or
work routine. Routine actions of agencies such as "fi{ling
charges," "opening" an investigation and "closing" it, and
wimilar activities tend toward 100 percent completion in an
information system, while the occupational position of an
offender will have a considerable proportion of "unknown."
Where information may be relevant only to a limited group of
staff within an organization, e.g., a nonoperating division
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responsible for planning or research, or where {t is
regarded as useful only under limited circumstances, much
less attention will be given by the data collectors and data
processors to insuring that the item is recorded in each

instance.

It turns out to be the case unfortunately that the
variables on which information is most likely to be missing
are those that explain behavior or conditions of violating.
Commonly missing is information on the background
characteristics of victims or offenders or of circumstances
surrounding the event that are not immediately germane to
the management of a case. This lack of completeness poses
serious problems in using official information systems to
test theories about law violation.

One may have difficulty also in locating information to
verify case counts or 1locating cases listed in an official
inventory of cases. Both problems can be serious ones when
one is working with original case files where many factors
affect the storage and retrieval of files. Discrepancies
between actual and expected counts are not uncommon both in
statistical reporting and in checking files against docket

listings.

Updating Records. How a file system provides for
update of its records may have a substantial effect on what
can be learned about causal sequences, whether sequences
explaining the behavior of white~collar offenders or of the
legal agents in their roles as decision makers. Updating
systems which replace records make sequential analywis more
complex and less definitive. This is partly due to the fact
that the status of any record at any point in time depends
upon the rate at which agents produce information to update
them. But it also is due to the fact that the rate at which
units behave determines their updating; the more active a
unit, the more frequently it is updated in a continuous
updating system. Each of these sources produces differences
in the updating status of aggregated records at any podnt in
time. Even cross-section comparisons, therefore, using an
updated file can produce misleading results, since case
attributes are weighted disproportionally by the rate of
updating. The reported results may reflect neither the
actual status of an aggregate of cases at a point in time
nor the elapsed time between status at different points in

time.

How an updating system is organized can have a
substantial impact on the status of information in a file.
Whereas in the U.S. Attorneys' file the clerks attached to
local offices are responsible for updating, there reportedly
is considerable difference in the rate such offices report
update information to the central office and of how accurate
and consistent are updating practices. Moreover, the
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L] L] '

access to them in a way that ' '
| makes them usab .
information bases, moreover, are generated 1nlfocagagg
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¥ | d the original case file resides in those
gi‘%‘igzas]: Ot’;‘{liicsesd 1a:posa1 ofgdata collection requires some
evaluation of the local production of national statistical
systems--a matter deserving of attention in one 1or lmg;:
special studlies. Such studies are of both theoret ca 2
methodological interest. One can {nvestigate theoret cad
hypotheses about how systems that enforce, regulati, an1
sanction white-collar law violations vary by ocal
organization. One can also investigate how loca
organization affects the accuracy of information.

Classification of Violations. The collation of
lol depends 1in important ways upon how one defines
:ig%ggig:: angeclassifies them by type of law violation. 0{
special interest 1is whether one can use current lega
classifications of law violation (or of crimes) in collatin%
matters as white-collar law violations and whether curren
systems of agency classification and reporting ar?
sufficiently standardized so as to permit collation o
violations from different squrces.

ation of conventional legal classifications of
violaii::inof 1aw makes problematic whether the kinds of
violations defined at law and for which counts are
conventionally made can be treated as white-coﬁlar
violations, as distinct from political, organized or
ordinary offenses. Nowhere 1s this more apparent, perhaps,
then in reporting for legal categories of crime that are
often regarded as nyhite-collar crimes," g;g., forgery}
bribery, or fraud--though the problem exists iror any type o
crime.

One way to deal with the pr'ot:;]]:e:u1 olfthieteroig:',:gn;.rtiyesar;i
conventional legal violation catle
i%b%%ugiégazoiiudies of classification_of events to
determine the relative proportions each type of crime
constitutes for each class of law-violation. Thi;e
proportions then might be used to allocate matters to e
desired classifi¢ation scheme's categories.

Assessing Accuracy

ust be given to the accuracy or reliability
of an@tig?g::gt?on thatgis to be used in testing theories o;
develop%hg social indicators of uhitg-collar violations o
law.  In addition to assessing the completeness of
information in a statistical system, some of the other
problems of accuracy that must be addressed are these: how
accurate is the information on each information bit in 2
system? Do information systems vary in the kind and amount
of inaccuracy in the {nformation they produce and what
characteristics of the agency or of its information sysbeT
affect the accuracy of information and 1its ;tatistici
reporting? What kinds of inconsistencies typically occur 1n
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information {tems? Are there means of assessing the
accuracy of {nformation both internal to and independent of
the agency producing {it? What are the possibilities for
separating error in producing information from deliberate
distortion and bias in the information? And finally, what
kinds of inaccuracy characterize time series data for an
agency reporting time series?

Effect of External Sources

Time series on white-collar violations of law are of
interest both as social indicators of social change and to
test hypotheses about the violation of law under changing
conditions. Up until this point attention has focused
primarily on hcw each particular information system causes
variation in the production of time series and on the
effects this variation may have on collation of series. Yet
any statistical information system also is affected by
actions taken outside of it. These externally produced
effects are not uniformly causal for all series nor can one
take the effects into account in some common calculus.

Firstly, external sources of variability often are
discrete and unique events that have point-in-time effects
for a given agency. Legislative acts, for example,
ordinarily affect only one or a few agencies. An act, for
instance, might increase the number and kind of matters an
agency may treat as violations. Where those mandates were
taken from some other agency, one would look for effects in
both agencies’ data but legislation also may be "new lawu"
defining "new violations" and one could not derive any
measure of what might be expected by way of its effect on
statistical counts. Theé measurement and interpretation of
these effects is difficult enough for any single agency's
Serjes but it becomes particularly difficult to take such
diverse discrete sources into account when time series are

merged, e.g., a time series on fraud based on reports from
some 40 or 50 different agencies.

Secondly, each statistical information system is poorly
organized to gather information on external changes that may
have an effect on the production of information by the
agency and to measure the effect. It may be simple enough
to keep track of legislative changes or directives from OMB,
more difficult to define and pinpoint major policy changes
and measure them, and exceptionally hard toc gather
information on changes in opportunity or behavior systems
that can affect the production of information. The same
kind of information {s produced by a number of different
agencies, but there is no central agency that has
information for each agency's statistical information system
that makes it possible to merge or gollate the series.
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the sources of change {n statistical series
are oRt;d]{:{\'e result of several 1nterrelatedd f:ia:tgreast:ivi
legislative change also tends to produce adm nlstre Qay
chanrases which in turn may produce ghanges
information 1is categorized and processed.

Fourthly, we have noted earlier that the cont;ii;&#&z
of any external source to the behavior of systemsdmby hang *
over time. 1Its effects mz2y be delayed, alttere oiynt A
changes or occur oniy at an 1mmed1ahe gmﬂediate
implemenéation. Keeping track of other ¢t ag <>;ten Le
effects on a time series is @ complex a::l e ton
oo s L Ay susgests examination Of tive effects on
(Heavisiue, 1979) suggests JLea sttty e e whtoh
tics are delayed by some period o
zgzt{:gislation {s translated into standards o; zu%f: :hf:
must be promulgated. There are subsequen e oi i
allocating enforcement staff to d::ectingcniglztig:;;rcement
n
rules or in including thelir detec %E L oy care fully
jces. It is almost ax iomatic that n
gzzzgents these changes so that one can :ilazﬁu::eSI;g
R s, statiisticafl rr;p:u;‘t:)t:}gof“r‘-eas:ns, but most
dimensions. L% he same ' hat evaluation studies
ticularly for the same reason tha es
Ctian Tiait snelr criverion varishle b oulcans RSenuiely
there are few established and Qqud ’ Ay e ational
s in social processes. Measuring oreg
22:232 i{s essential 1if its e((‘ifeicntsano;x rtehaesos;\ra%dluyc%j;-oen(:ic;g
information are to be assesse onab Ly P enize
. lLacking ways to handle this matter, we
zﬁzt our effgrts to look at changes 1in violati:n g:::;:ii
over time will depend in part upon our capaci{,{t o
and measure these ex ternal sources of variabi Y.

Finally, we should point out that therie giisitnyotigxé::,
f varla
theory or model of sources ol
;?g’ductionyof int‘ormati}?n on la‘;s;ieonltatoign:ﬂes?enepoiss%lffz
imarily with an ad hoc asse , ,
§2$r2esyof change over time for each producer of
information.

Understanding changes in rates of violation folra::ti::;
collar o %’i tstrequiruesst, h';ar:.reen 'thte?r iteyspea%oou‘; e:hpat causes
theories. rst, we m b S on ot
changes in the behavior that is defined a; ah dolat i ses
law. And second, we must have theories abou h b aomes

the behavior of the law {tself and how |
igggighigocial organization to define, proce;s, ani ;:gg;i
matters as law violations. Each type of theory n:"isation pe
both endogenous and excgenous sources of va1d A
explain changes. These types of theories prfvtig; gy
for searching for exogenous sources of ‘ir a on AN ae
violation rates and of matters related to e?.fl ,
searches for such explanation i{s considered briefly.
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Where there are marked changes from one year to the
next--particularly where such changes reflect a return to a
status quo-~and where there is any sharp change which then
stabilizes or proceeds at a much slower rate, one ordinarily
would look for an explanation in the behavior of
organizations in defining and reporting matters as
violations of law. Correlatively, where such changes are
more regular and systematic, one might seek the explanations

either in causes ¢f changes in violation benhavior or in
opportunities for it and its detection.

This strategy for seeking explanations rests in
presumptions abnsut the two types of causal theory; one
addressed to gradual, diffuse systemic change, the other to
more abrupt concentrated organized systematic change.
Theories about what causes persons to be deviant or violate
the law, (1.e., behavior theories), ordinarily select and
utilize explanatory variables that do not behave in an
erratic fashion from year to year--though such fluctuations
are more characteristic of opportunity than of other types
of deviance causal theories. Correspondingly, theories
about organizational behavior often select explanatory
variables where discrete-~even short-run changes--many have
a considerable impact. This is characteristic of some
labeling theories of deviance, but it is particularly
characteristic of administrative theories of organizational
behavior. This is not too surprising in that administrative
theories focus upon variables that can be manipulated by
administrators to bring about changes in organizational
behavior. In the same way, theories about the exercise of
discreticn applicable to legislative, executive, and
judicial behavior in defining and deciding matters permit of

explanations for short-run and seemingly erratic changes in
a time series. ’

Examination of barriers to the collection and collation
of information on white-collar law-breaking and of exogenous
effects on the statistical series generated by any
regulatory or law enforcement agency makes all too evident
that statistical information has a life course or history.
Individual statistics or time series are born, change as the
agency changes and as changes in their environment affect
them, and then often disappear or die.

Examples of how new statistical reporting systems are
born abound, and many have been mentioned in this report.
But the form that statistical systems may eventually take is
not necessarily set by the acts that may lead to their
eventual creation. The recent legislation creating
Inspector General offices in all civil departments, for
example, mandated reporting requirements apd thereby gave
birth to a spate of semiannual reports from each of these
agencies on their efforts to cope with fraud and abuse and
with employee violations and complaints. Though the
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Congress established a mandate for semiannual reporting on
these matters, no provisicn was originally made for
statistical reporting or for any uniformity in such
reporting. As a consequence the reports lack comparability.
For these reasons, many of the current statistics that are
reported by a given agency will disappear and new cones will
emerge as reporting objectives develop and change.

Because of the "newness" of this reporting requirement,
little attention seems to have been given to the creation of
time series. Although occasional comparison is made with
previous six month or annual periods, there are as yet no
obvious instances of the birth of statistical series on
fraud or abuse or of employee viclations or their
complaints--only a birth of discrete measures or
"statistics.”

Histories of Agencies as Histories of Statistical
Measures. for the most part, the 1ife course of any
statIstical measure is tied to its 1ife course within a
particular agency. Because of this intimate tie between the
parent agency and the statistic or series, no instance was
found in which statistics or information systems are
transferred in any way that assures their continued
reporting when an agency is merged with another or the law
transfers responsibility for enforcement or regulation from
one agency to another. Indeed, even the reorganization of
an agency can have substantial effects on a statistical
series,

Regeneration and Rebirth of Statistical Series. Given
the close and Intimate tie between an Information system of
an agency and the agency's operations, it is difficult to
transfer information. The cost of moving information to
another agency when a function or responsibility for a
program is transferred rarely is provided for in the
reorganization of agencies or the transfer of their
function. Statistical series and statistics, therefore,
often die when an agency's functions are transferred to
another or when it is absorbed by another agency. The
demand for certain kinds of information is sufficiently
strong, nevertheless, so that the new agency or the new home
for an old function begins to generate the same or similar
information. This regeneration of statistics would not be a
Serious matter were it not for the fact that the information
lacks the comparability essential to its incorporation in a
statistical series or for comparisons over time.

Structural Provision for Assessing the Accuracy of
Information. There are a number ol ways that enforcement
and regulatory agencies provide for checks into the accuracy
of the information chllected and processed. Among them are
the use of training and of supervision or monitoring
designed to increase personnel motivation and skills to
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produce reliable information. There are also strucstural and
procedural means for increasing accuracy ‘auch as
s{andardizing classifications and reducing diséretion in
g a%sifiration. We give immediate attention here, however
o formal provisions an agency may make for assessing thé
2Ecuracy or reliability--and occasionally the validity--of
e information 1t collects, processes, and reports and for
deriving specific measures of accuracy or error by these
means. Such assessments of accuracy and the measures

obtained from them are critical '
what use the information oyt Sthents in determining to

While administrative records are en "

grgigc ts of normal agency functioning, au% it:rr?g:r:alalsy gi;
fe A erate attempts to produce information about something

urther concerning the agency's behavior, or of {ts
relationship to some environment. We call the'uays that an
a%ency provides for assessments or measures of the accuracy
g information a form of audit. Just as there are aud its

esigned to detect violations or to determine compliance
with standards, so there are audits to assess the accurac
of the information collected, processed, and reported Hg
examine five major forms. Audits may proceed by; (1)
;arying Lhe independence of the auditor; (2) varying the
1mci’ependence of the mean: of auditing; (3) varying the
ndependence of the source of the information; (4)

repetition of the sanm .
statistical methods. e procedures; and (5) by analytic

Technological Change

The development of technolog
Y and technique for deali
with information has been a fundamental sourcg of change fg

development of computer technology has revolut
| omp ; ionized th

;ielg.i This includes the elaboration of software not onI;
or doing various conventional operations with data but also
go: etﬁending prag&ice to embrace nevw treatments and uses of
afsg exit were not previcusly even éntertained. It includes
2l ensive developments in the field of statistics. At
; e present juncture, the rapidity of the development of
nformation technology is also 30 great that the problems
are largely one of adoption rather than innovation. Agency

statistical practice generally 1. bl
the relevant arts. g 1ly lags far behind the state of

Nonetheless, the rate of ado

5 ption of new informati

z;;rnflogy has becomekunprecedentedly rapid a:?
nological change is perhaps the major source of effects

gnrthe data of interest here. Phrases such as "The

I':a tggr:.an::;%nios:zcinety,'i "t':nixe Information Economy" and "The

evolu on" have become bromid
characterizations of the contemporary world. 3ince the v:;;
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effort on which we embarked here is one small part of the
developments that lead to such phrases, it would be
incongruous for us to belittle them. The transformation of
the roles of information in society is what brings projects
such as the present one into being. The difficulties 1t
confronts in realizing its purpose stem from the
proliferation of data on the topic of interest, the greater
importance attached to the utilization of systematic data,
and the lags of social and culiiural adjustment to "The
Information Evolution."

Throughout this report, attention is called to grave
defects of organization, procedure, and conception that make
of scant value for any statistical use much, indeed most, of
the mountains of data on white-collar vielations that are
collected by the federal government. We 3also identify many
unexploited opportunities for developing useful statistical
series. This may lead readers of this report to conclude
that our orientation is hopelessly unrealistic, for to act
on our explicit and implicit recommendations may seem to
require both multipiying the federal fiscal deficit and
revolutionary reorganization of modes of operations. 1In
truth, we ourselves see scant early prospect of substantial
remedy for many of the problems we identify or realization
of many of the ideal objectives we posit. Nonetheless, we
do not regard the present work as an ideal, utopian
exercise. Many of the kind of improvements recommended here
are not nearly as costly as they appear to be and, to the
contrary, would involve, properly reckoned in cost-benefit
terms, major economies over present practices.

One of the cent:ral problems of adaptions to "The
Information Economy" is that economic concepts, formal and
popular, that have origins in a "meat and potatnes"™ economy
are those we are habituated to use. Those concepts are
severely strained in application to information, generally,
and more particularly, to information in the public sector.
We have extremely poor tools for establishing values for
either the costs or benefits of information, although it is
generally believed, perhaps erroneously, that i3 is easier
to establish costs than benefits. (See National Academy of
Sciences, National Research Council, Setting Statistical
Priorities, 1978, for a partially contrary view.)
Information is not inclined to behave as do many other
"commodities." Externalities abound. 1Indeed, more cost
usually is external than internalized in a large part of all
the kinds of statistical activities under consideration.
Curves of marginal cost, of demand, or of most other
functions slope in unaccusfonedly perverse directions for
application of conventional é@Onomic models. The special
economic characteristics of iriformation also form one reason
why the suggestions made heve may be less utopian than they
appear. For example, price index change in the information

technology area in recent years has been moving as radically
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downwarJd as general
e price indexes have been m
g: :::igszsgtgzgrgzeo?o;e ridical propositionmggéggtggﬁgrgé
_ puriousness tv measures of inf
(and of investment and £ th Nayion
productivity) in that th
used are not geared for takin count tne
€ into proper
g;tensive shifts toward information as gothp inpt?:ca%:nguttp?xi
(é)eﬁgroﬁgf activity. [This example, incidently 1llustrates
e 8h dependence of our Society upon statistical

information; (b) the high cost that may be associated with

bad information; (c¢) the difs ‘

ticult f '
quantitative values %o the cost/bengf?t ?::iggig%
statistical information of broad social import.

That the values or information ar
7 ire not visible ¢
;:3::?glzrtgcg?gméc accounting does not make them tgt§§§§
rocesses of social decision Th
toward change and investment { 1 Tatiae s
' n improved informati
‘gzirge intense. Although criteria for linking the vaaluoer; i’;“
tenmrgsabtoht; ;;gt:::a.-ie cc‘;t;tger;eralf eiconomic valuation are
R eria o nformation systq
falrly e¢lear and establish th Y ehese are
’ eir own imperatives: the
ggizggii such as truth and falsity, accuracy and 1nac§:§a:;e
rel fiti,tgran{lat;nkrelirabfigéty, systematic or random bias:
o y Sampling effici
é::gf%fiency, and many others. At the same E?;i' i%i
nology, hard and soft, for pur suing these 1mpera%ives

éver more efficientle
sources is endemic.t ¥ Brow apace. Change in statistical

Social Control by Social lrdicators

Statistics are important for

| social control b
;255 1nf?rm, enlighten, and engineer decisions. ,ﬁfafﬁz
exisg: o,‘fhe case, however, no statistical information
knowingexc;(;:)otncier;tt;er:sff i‘itsiome socially organized way of
, . N efin ons, quantitative model
theories must be adsusted to the ‘ ' ta are mpt

e fact that the d ;

:gise:bisggively zbs§r¥able universe of 'criminaft:cz;? ggg
, evenis defined, captured and processed
ggs;??f in§t1tutional mec%anism" (Bidgimanﬁaidi?;f::h

t ). he potential power of information dependé

substantially u
of productiog. Pon those who produce 1t ?”d upon their modes

The potential power of statisti
_ 7 : cal information affe
ggglmiattsio;;lrc:ldoutchnolny aix;d b}}gs use. Statistics arise c::
ormation t process of exercisi 1
control but also to exert control. Any attempt torgz;ﬁ;zta;

general system of indicators of -
must bear in mind that such a s;zéze cost g endy violation

agencies of social control Yet {t w
’ nt) . ould b
?g%gﬁgttthe fqgt that quite often the congrg?wéietﬁg
mation 1{i{e¢s with the controlled rather than the

1xvid

I L

s 1t


http:Statistic.al

controllers. Any general system hence must also take into
account how those who are controlled or regulated affect the
quantity and quality of information.

The capacity of original producers to control the
quantity and quality of information necessary to regulation
or law enforcement is a powerful influence on what matters
may be treated as white-collar violations in the data
system.

Although such control of xnformation lies with all
violators, {t 1is especially critical in the matter of white-
collar violations of law (and for that matter for organized
crime also) since an essential element in these violations
is the use of a position of powar to violate the law.
Frequently that position of power gives the individual great
leverage to control not only knowledge about the violation
but access to information that would facilitate its
detection.

Production of Information by Agencies of Social
Control. There i{is enormous diversity in the kind of
Information that is relevant to the control of white-collar
violations of law. The only constraint uvpon each
enforcement agency has been that the final ad judication of
matters as criminal vieclations of law lies with the system
of prosecution and ad judication in the federal courts.
Until quite recently, no attempt had been made to develop
even the semblance of a uniform reporting system on white-
collar law violations comparable to that developed for
uniform reporting of ordinary crimes.

Tnis lack of uniformity and the range of discretion is
reflested in the annual reports of federal regulatory and
enforcement sgencies that deal with matters of relevance to
white-collar violations of law. Until quite recently, few,
if a2ny, agencies explicitly recognized the problemaiic
nature of counting violations. Agencies generally provide
information only on raw counts without any reference to a
statistical base for their reporting. The simple production
of raw counts in statistical reporting on white-collar
violations of law reflects an inattention to the use of
statistical information for other than particular and
imgediate objectives of the agency. As w2 have noted
before, the statistical information systems of federal
agencles often refiest an older concern with justifying the
agencies' mission or mandate and a newer concern for systems
management. & first concern i{s ordinarily reflected in
statistics about caseloads and manpower relative to the raw
magnitude of the problem; a na2wer concern is with
information that facilitates case management.

I1xviis

S T T

and t:gf:e 1s yet another reason why statistical indicators
CONLrol tn Federal Fegulstion pd nssguential for social
; enforcement -
ggi%:arte]&a;;b;::;f::sg ;ndﬁiguiato;&yi atg encies ar:fl ;}rl‘égfy
matters are considered to be fga Y items or shacistical
. ly {tems of inf
for administering the a ther orming ton
; gency rather than for infor
fggiiiziiggdogaizui Lawyers tend to be interested ;??ygrgyi
of soves.™ aw rather than in statistical
progress with particulars rather than in ¢t
: erms of
g:gz:%lelnytc:;m:tdiered. They choose to report the unique or
ng case. We have been struck
gggggﬁnt%gnaigggigziggfo;ttsynogses or digests Z§t2a§2:
ata and analyses
their accomplishment or account for theig actgvat;{IUStrate

Perhaps the most serious diff
‘ \ : fficulty confront

ﬁ;&'?} ;}:@3 agg cuosuzt f ur :!fir:; t information sys toenm sedf 01:,
: A ng e-collar violati

that tlhey do not provide 1 avions of law is
oS K ‘ information in a way th

to thz type of definition 550 coq 3t conforas

~ of them proposed wit
report. Taking the criminal justice : vithin this
of infirmation as they exist o ce and regulatory systems
~ € definitio f wh -
1awobreaking P!"Oposed cann 4 e no ite COllar
‘ -4 ot be applied to the dat
agencies. As such, the conce ; € data of most
; icept does not lend itself
operationalization for some elf to easy
‘ particular research hi
Someone may currently wish to embark anaien
or ‘ .
of statistical indicators on wh1te.colla£°{aﬁﬁgr:::;§g}ﬁment

The original ag enc
Yy records of some agenci
:g;fd’ t;neaylpr‘ovide sufficient detail so thagt ignr?r’m:tﬂ::
by enkt s ¢ aﬁgified under our definition of white-collar 1law
hubrmatgg .1zt the fact that most agencies classify
lah-breakiggeorh:; égrggrziwaﬁilfgaldsgéggtory froeortes of
N elr administrativ
for defining and processing cases means that the f;gjg;:i;é:

in their stati{stica? data process
‘ <~ dag >cessin -
itself to the suggested'cigsaificatﬁo;fstems will not lend

Yy reflect cb c
And that business, in turn,tnuggﬁgg

conducted in accordance with '
‘ the law. Tae
ggftiifirn, or any other, thereforeW Will prove usz;gfngiii
egree that its conceptual structure is found

usefully coherent , ,
its administration?nd lends orientation both to law and to
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other reason for the modest role of statistical
inforggtion {n the control of white-.collar violations is
that little is known about how penalties relate to measures
of recidivism since we lack appropriate measures of
recidivism and penalties in a career. In particular, we;e
one to compare different penalties allotted to offenders in
comparable violations for their deberrent_properties we
would have to take into account the differences in detecting
violations because any subsequent penalty depends very muc
upon capacities to detect violation. Hhen$ the»ris%hof
detection is low, recidivism rates should be higher ﬁn
where the risk of detection is high. It is quite possib‘e
that not only is it difficult to detect white-collar
violations and build a case (Katz, 1979) but that detection
alters considerably any possibilities for engaging in that
conduct in the future. Simple properties that flow from
public or private knowledge and alter opportunities ari
major sources of effect wherever position is used to commi
violations. Hence, in white-collar violatlions, it may be
that more detection of violation causes changes in position
which are more critical than the nature of the penalties in
causing specific deterrent effects. -

Finally, it is difficult Yo l1ink information on
penalties to general deterrence.

Measuring Variations in Law Violations
or Measuring Responses to Them

There have been two opposing positions historically 1n
the measurement of crime, designated thg institutiona}.and
the realist perspectives by Biderman an elss :2).

The Institutional perspective argues that crime can be mowi

. {n terms of organized, legitimate social responses to
?.Tl,yi.e., a crimegcannot’be validly known to have takgn
place until some legal agency authorized to make a
determination has done so. (In legal theory, thi?
{nstitutional perspective 1is dominated by the'qpproach o
nlegal realism."”) The "realist perspective" 'holds that
crimes are events with an independent existence in time and
space; the problem is to find some means of detecting thesek
actual occurrences. Biderman and Reiss note, however, any
knowledge of events depends upon socially organized ways o€
knowing whether they occur. The institublonalist-reatig
controversy in the field of crime statistics thus must De
viewed from the perspective of comparing socially organized
ways of knowing. Conceptually and empirically, the regords
of individual events themselves are products of socially
organized means of perceiving, defining, evaluating,
recording, and organizing informaticn.

~ ing

Perhaps the central issue at the outset in measur
white-collar law breaking is whether one shall rely
primarily or solely on measures that are developed by the
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socially organized systems for responding to white-collar
law breaking--the data developed by detection, mobilization,
investigative, settlement, adjudicative, and sanctioning
systems-~-or whether we shall attempt to measure white-collar
law violations independent of these response systems. We do
not consider this an either/or choice since in the long run
any system of social indicators or of research on law

breaking would necessarily take both kinds of measures into
account .

By way of beginning, it would seem quite obvious that,
short of massive new data gathering strategies, one is
dependent upon data collected by organized social response
systems, particularly those of our several levels of
government (we have relied mainly upon data from the Federal
system with only occasional reference tc cases from State
and local systems). There currently 1= no organized system
of data collection that regularly and systemarically
collects information on white-collar law breaking
independent of government information systems. Newspapers
occasionally detect and report violations independent of
government sources, but their reporting of white-collar law-
breaking depends for the most part upon their own
initiative, assignment schedule, and priorities.

Despite this current dependence upon official
government information systems, {t is useful to examine some
ways that independent means of data collection might alter
conclusions about white-collar law breaking based on
government response systems as well reveal the problems
encountered in defining and classi{fying events as white-

collar law-breaking by means independent of governmentally
organized response systems.

A first and fundamental issue separating the
institutional and realist perspectives on defining and
classifying matters as white-collar law-breaking is how one
separates Yeégal from i{illegal matters. A str{ct
TnstitutionaTTSC posTtion relles upon deflning "illegal”
behav ior by the socially organized responses (laws, rules,
and grders) and the processes for determining whether
particular matters fall under them (those of law enforcement
and settlement of matters).

A second and closely related issue is what are the

alternative processes to formal deberminations|§1 legally
constituted processing systems and what are their 1imits?

Here we face several Issues of how one can classiIfy and
allocate events or behavior to legal categories. How can
one operationalize the law independent of the legal and

- organi zational processes created for its operational {zation?
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A third related issue is how can one relate
independently developed systems of Informatfon on whife-
collar law-breaking to legal categories ol law-breaking such
as fraud, antitrust, or conspiracy?

Legal Criteria for Classif¥ing and
Counting Matters as Violations

A first and most obvious way in which the application
of legal criteria to events complicates classification and
counting of white~collar law violations is that a whole
series of events may be treated either separately or as a

single event by applying some of the same and some different
legal criteria to them.

The second way is that many of the same matters could
be treated by more than a single charge. Thus legal
strategies of evidence and proof can affect classification
of the same events or set of events into two or more
different classes.

J third way is that there is no defined or known limit
to tht¢ charges that might be placed with respect to the same
or to relatively similar.

A fourth way is that complex events involving multiple
parties may give rise to additional charges as a consequence
of differences in the response of parties to the "legal
events,” e.g., a charge of obstructing justice or one of
being involved in the same behavior with yet another set of
offenders.

A fifth way is that just as concepts applied to
defining .the law violation can vary so the matter of
penalties, of defendants, and of any other way that we might
wish to classify these "cases" can vary.

There is a sixth, though closely related, source of
complication when legal criteria and concepts are used to
define events. White-collar law viclations cannot be
classified meaningfully without resort to institutional and
organizational c¢riteria, particularly those related to
organized legal systems. :

A seventh source of complication when legal criteria
are used to conceptualize matters is that both the elements
of the class and their constituent subclasses change
considerably over time. Though the basic definition may
seem to remain reasonably standard in some {nstances, the
creation of new subclasses alters substantially what {3

conceptual {zed, measured, and counted in the more general
class,
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An eighth source of complication is variation in
classifying matters due to differences among statutes in
limits they set to the right of civil action or of the
sovereign right to criminal prosecution. Where there are
statutes of limitations, they can have considerable effect
both on conceptualizing specific violations of law, as well
as on whether or not a particular action will be brought or
prosecution undertaken.

A ninth source of complication is the extent to which
legal criteria are specified in technical as contrasted with
discretionary terms. Several consequences follow from the
use of technical criteria in statutes, particularly the
specification of a technical standard. There is <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>