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CHAPTER1
I NTRCDUCTI ON

It is difficult to go through a wesk without hearing an awful newsstory about
some horrible crimind act that has devastated the lives of victimsand their families. It is
now common for many peopleto be personally acquainted with someone who has been a
victim of acrime. We often hear people speaking about how niceit wasin"the good 'ole
days" when you did not haveto lock your doors, you could be kind to strangerswithout
fear, and a person's word really meant something.

The Nationa Bureau of Justice Statistics conducts researchon dl aspectsof crime,
including perpetrators, prosecution, victimsand punishment. They state: BJS Nationd
Crime Victimization Survey (NCVS) isthe Nation's second largest ongoing household
survey. Survey data tell us how many rapes, sexua assaults, robberies, assaults, thefts,
household burglaries, and motor vehiclethefts U.S. residents age 12 or older and their
households experienceeach year.! In the 1995 National Crime Victimization Survey

preliminary findings indicated that U.S. residentsage 12 or older experienced

Approximatdy 39.6million crimes. Twenty-ninemillion (74%) were property crimes,
9.9 million (25%) werecrimes of violenceand (1%6) were personal thefts. In 1995 for
every 1,000 persons age 12 or older, there occurred:

--2 rapesor attempted rapes

--2 assaultswith seriousinjury

--5 robberies
Women age 12 + annually sustained 5 million violent victimizationsin 1994. Persons
whom the victim knew were responsible for the majority of thesevictimizations.

Unfortunately, "the good 'ole days" redly are gone. Many factors have influenced

the decline in peacefiil coexistenceand accompanying explosion in crime. The growth of

! | nformation on crime statisticswas found at the U.S. Department of Jugtice, Bureau of Jugtice Statistics
Home Page: http:/AMww.oj p.udoj.gov/ibjs



urban and suburban areas has drawn people away from smal town life and attitudes.
Now, one cannot always rest assured that they even know who their neighbors are, let
alone speak to them on aregular basis.  Some might argue that the growth of the United
States, burgeoned by a commercid culture, the attitude of which could best be described
as “the one who gets the most thingswins," has bred discontent among the lower-classes
who see their vison of the American Dream gradually moving even further out of their
reach.

In any event, avarice has aways been part of the mentality of many cultures,
includingours. Whilethe Pilgrims who came were primarily fleeing religious persecution,
another equally strong pull of the Americas was the dream of making afortune for oneself.
Particularly, the ownership of land continuesto be an honored sign of prosperity in our
society. However, this dream has been so fully imprinted into the psycheof Americans
that many, not wantingto wait or work hard to gain the rewards of their labors, have
turned to illegd meansto bring about the fulfillment of their dream.

Others might assert that money has nothingto do with the matter. William Blake

states:

Want of money and the distressof a thief can never be alleged asthecause of his
thieving, for nany honest people enduregreater hardshipswith fortitude. We must
ther eforesesk the cause dsewheret han in want of money, for that isthe miser'spasson.

not the thief.3

However, regardlessof the causes, crime has indeed become a very prominent

aspect of our society

? bid.
* William Blake (1757-1827) English poet. painter, engraver. Letter, 23 Aug. 1799 (publishedin The
Lettersof William Blake, 1956)



Research Question

Along with therisein violent crimesthat our nation has witnessed, there hasalso
been a dramatic expansion in the number and proportion of “white-collar” crimes.’

Indeed, the growth of our society has seen almost an exponential insurgence of forgeries,
embezzlementsand the like. These are offensesin which the main goal of the perpetrator
isto gain some sort of advantageover another, most often a pecuniary one. Although the
problem of violent crime cannot be discounted in any way, many scholarsassert that non-
violent white-collar crimesare just as detrimental to the fabric of our society.

While many fed that government istoo involved in certain aspects of our lives,
most peoplewant government to take an active part in fighting crime. White-collar crime
isno exception. The F.B.I.and various other federal, state and loca agencies are assigned
thetask of confronting theselegd transgressions.

White-collar crimeis not confined to any geographical area. TravisCounty, Texas
began to see an increase in the number of these types of cases after the local red estate
bugt inthe 1980's. The Office of the District Attorney in Travis County wasforced to
come to grips with increasing numbers of complaintsfrom various sources. For example, a
major source of complaints came from homeownerswho werefending off liensfrom
subcontractors. These subcontractors had not been paid for the work they had done on
the homeowner's house. Thisoccurred because some unscrupul ous home builderswould
take money that the homeowner had paid to closethe home, and rather than pay the

subcontractors, the home builder would keep the money or use it on another project. In

* Alongwith Jeffrey Dahmer and David Koresh , there hasbeen the S&L Scandal, the Congressional
Check Writing Scandal and many cther high-pr ofile white-collar offenses.



the end, the homeowner was stuck with lienson his house by subcontractors who should
have been paid by the home builder.

The Office of the District Attorney had case after case likethis. It soon became
evident to members of the Digtrict Attorney's office, specificaly the lone assistant district
attorney assigned to prosecute these cases, Ruth-Ellen Gura; her supervisor, the head of
the Specia Prosecution Division, Claire Dawson-Brown; and RonnieEarle, District
Attorney, that the efforts of the office to effectively prosecute these offenseswere being
hampered by the lack of resourcesin the District Attorney's budget devoted to thistype of
crime. Findly, in 1995, the District Attorney's office was ableto get funding from the
Commissioner’s Court of Travis County for a full-fledged, multi - agency group, the sole
purpose of which would beto investigate, and vigorously prosecute, these types of
offensesin Travis County.® Hence, the unit has been funded and operating with a full-staff
since January 1995.

This paper examinesthe effectivenessof this organization, the White -Collar Crime
Unit of the Travis County District Attorney's Office. Specificaly, the paper addressesthe
question: Has the implementation of the White-collar crime unit had a significant impact

on the backlog of white-collar crime casesin the Travis County District Attorney's office?

Resear ch Purpose
The purpose of thisresearchisthreefold: First, the issue of whitecollar crimeis
examined in order to revea the depth of white collar crimein society. Elementsof white

collar crime discussed include the types of crimes, punishment optionsfor offenders and



methodsfor controlling thiscrime. Second, given the knowledge of the prevalence of
white-collar crimein our society, the paper seeks to examine how increasing amounts of
thistype of crimein Travis County spurred the creation of the White Collar Crime Unit.
Third, after explaining the formation of the White-Collar Crime Unit, the research
investigates whether the unit has been effective in reducing the case backlog for these

offensesin Travis County.

Chapter Summaries

Chapter 2 encompasses areview of the literature on the subject of white-collar
crime. The definitionsof white-collar crime, suspects, victims, costs, punishment options,
and methodsfor controlling thiscrime aredl examined. Chapter 3 discusses the setting of
this project.

Chapter 4 offersthe reader an overview of the methodology used to evaluatethe
data under study in this applied research project. Specificaly, the meansto examinethe
hypotheses presented in the conceptual framework given in Chapter 2 isshown. Chapter
5 presentsthe resultsof the anaysisof the data. Chapter 6 givesa summary and some
conclusionsabout the findings of the analysis. Particularly, the question ofwhether the
White-Collar Crime Unit hasin fact succeeded in reducing the backlog of casesis

answered.

* The White = Collar Crime Unit is a cooperative effort anong the Travis County District Attorney, the
Austin PoliceDepartment and the Travis County SheriffsOffice.
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CHAFTER 2

LITERATURE REVIEW
Introduction

The French poet, novdist and noted critic Jules-Arnedee Barbey D'Aurevilly wrote
in hiswork Les Diaboliques, "The crimes of extreme civilization are certainly more
atrocious than those of extreme barbarism; because of their refinement, the corruption
they presuppose, and their superior degree of intellectudity."®  Although Barbey
D'Aurevilly lived in the past century, he could have very well been speaking about the
present. Inthe past, law enforcement officialsand agencies have dealt with the crimes of
assault, murder, and other variousacts, both physicaly abusive as well asfinancially
destructive. But with the advent of the information age, and the general progression of
society into a more "civilized," "technologica” sphere, there has been an amost
comparableincreasein crimes designed to separate peoplefrom their money. Criminals
are utilizing both this new technology (and others' lack thereof), and other less
sophisticated means(e.g., forgery) to their advantage.

Peoplein the 20" Century have cometo call these types of offenses™white-collar
crimes. The nature and typesof white-collar crimesas defined by the Federal Bureau of
Investigationand scholars, and the characteristics of white-collar criminas, specificaly
focusing on whether or not there isa certain type of person that would fit the criteriafor a
white-collar criminal isdiscussed below. The discussionthen turnsto costs of white-
collar crime, taking into considerationthat there are not only the obviousfinancial

damagesbut other lossesaswell. The characteristicsand status of white-collar crime

® Guterman (1963), p. 299



victims are examined, as well as, the punishment optionsfor white-collar crimes.
Recommended methodsfor control of thistype of crime, including warning signs of white-

collar crimeare explored to give the reader a broad understandingfor the exact nature of

these crimesof "extremecivilization."

What iswhite-collar crime?

The phrase™white-collar crime”* wasfirst used by sociologist Edwin Sutherland in
his 1940 presidential addressto the American Sociological Association. During that time,
asistruetoday, most people associated crimina behavior with privation. They believed a
person stole because he or she needed to in order to survive. Sutherland's research
focused on crimindity and poverty. However, hisstudiesfaled tofind a relationship
between the two. Sutherland found that theorieswhich posited a connection between
poverty and crimewereinvdid. They did not gpply to those persons who committed
white-collar crimes. He defined white-collar crime as** crime committed by a person of
respectability and high social statusin the courseof his occupation ™ However, there has
been a constant debate among scholars since Sutherland's first definitionasto what white-
collar crimeredly is.

Although most scholars now agree with Sutherland's assertionsregarding the
spurious relationship between crimindity and poverty sill holdstrue today, they do not
agree that white-collar crimes are restricted to or are even associated with the “upper-
classes™ One scholar assertsthat white-collar crime definitions suggest a necessity for

research on hidden criminality, which makes up the preponderanceof transgressions.®

7 Shapiro (1990), p. 347
¥ Aubert (1968), p. 183



The researcher suggests that the major aspect for research in white-collar crimeis not the
status of the perpetrator, but the surreptitiousness of theact. Another scholar states that
Sutherland's definition of white-collar crime blurs the distinction between perpetratorsand
their deeds; defining crimes by the characteristicsof their perpetrators resultsin 'an
unfortunate mixing of definition and explanation’ that prohibits scientific research on the
associ ation between misdeedsand social groups.” Thisscholar, Susan Shapiro, choosesto
definewnhite-collar crime asa"violation of delegated or implied trust, and many of them
can be reduced to two categories: (1) misrepresentationof asset vauesand (2) duplicity
in the manipulation of power.”"’

Herbert Edelhertz, cited in a House committee hearing, defined white-collar crime,
as'an illegd act or series of illegd acts committed by nonphysical meansand by
concealment or guile, to obtain money or property, to avoid the payment or loss of money
or property, or to obtain businessor persona advantage.”"' Asdoes Shapiro, Edelhertz
seeksto separatethe act of these types of crimesfrom the type of person who commits
them.

The Federa Bureau of Investigation(F.B.1.) hasyet another definition of white-

collar crime:

. .. those illegal ats which are characterized by deceit, concealment, or violation of
trust which are nat dependent upon the application or threat of physical force or
violence. These actsare committed by individuals and organizationsto obtain money,
property, or services, to avoid the payment or loss of money or services, or to secure

personal or businessadvantageu

® Shapiro(1990), p. 347
10 ghapiro (1990), p. 347
' "\White Collar Crime"' (1978), p. 3
12 "\White Collar Crime" (1990, p. 3



While this definition shares many of the same attributes as those posed by Shapiro and
Edelhertz, it adds even another dimension. Not only doesit includeindividua
wrongdoers, but ** organizations™* as possible perpetrators in the commission of illegd acts
aswell.

Thefedera government, through the F.B.I., investigatesdifferent types of white-
collar crimes. For the purpose of clarity, some of these crimes are defined below.
Government fraud occurs when**individualsor corporations, through deceit or dishonesty,
attempt to interferewith the lawful functioning of Federal agencies, programsor
projects.””® One exampleof thistype of fraud would be theinflation of cost estimatesfor
equipment and supplies by government contractors, resulting in higher costs to the
government and eventually the taxpayer.

Another areain which F.B.I. investigationshas been concentrate i senvironmental
crimes. The high cost of toxic waste disposal has made it tempting for individualsand
entitiesto illegally dump waste in order to avoid paying the pricefor proper disposal.
These criminal acts can lead to"* surface water contamination, ground water contamination
via seepage, fire and explosion, food chain contamination and poisoning from direct
human contact.”™ While these acts bring about savingsfor the crimina, they can have
devastating hedlth effectsfor the citizenry. Thisexampleillustratesthat white-collar crime
can involve not only money, but also actual physica harmto people. In thissense, the

definition has been expanded.

3" White Collar Crime" (1990), p. 4
Y \White Collar Crime" (1990), p. 12



Public corruption is another area of white-collar crime.

A public servant, eected, appointed ar otherwise owing a duty to honest and faithful
public service, may violate Federal law when acting for o on behaf of public office
asks, demands, solicits, seeks, accepts, receives ar agreesto receive something of value
in return for influencein the performanceof an official act.”

One exampleis when a government procurement officer receivesmoney in exchange for
awarding a contract to a certain company (i.e., a “kickback™).

A find type of white-collar crime consists of financial fraud. These crimesare
"*schemesto defraud, embezzle, or misapply the money, funds, securitiesor credits of
individuals, businessesand/or financia institutions by manipulation, misrepresentation,
falsification or deceit.”'® Because these crimesinvolve relationshipsof trust, they
generally are not discovered until agreat deal of time haselapsed. Additionally, they often
require detailed investigation and auditing of a voluminousamount of paperwork. For
these reasons, it is often a tedious and time-consuming process to investigate and
prosecute these typesof transgressions.

At this point it would be beneficia to distinguish between two different aspects of
financial crime -- theft and embezzlement. A crime can be considered a theft if the
offender takes property illegaly, with theintent to keep the owner from ever getting the
property back."" Embezzlement occurs when the suspect at first has a lawful possession
of the property, but then usesit for his/her own purposes. Embezzlers have made a

promiseto care for the property of another; However, when they take the property for

'3 White Collar Crime (1990, p. 15
16 White Collar Crime (1990), p. 23
' Bolognaand Lindquist {1995), p. 4



themselves, they breach that trust."* The notion of afiduciary capacity brings us back to
the concept of aviolation of trust, which is the integral part of any white-collar crime.

The definition of white-collar crime has changed greatly sinceits inception. Once
confined to misdeedshby higher status citizens, it now encompassesvarious acts by which
abreach of trust bringsabout some sort of pecuniary or other benefit to the wrongdoer.
Actionsas varied as paying off an elected official for his silence, a lowly bookkeeper
writing company checks to hisor herself, or a company illegaly dumping its industrial
waste are defined and investigated as white-collar crimes. Whether there is a specifictype
of person who might be a white-collar crimind, or if there is any sort of defining

characteristicsfor becoming one, is explored in the next section.

Suspects

Differencesin the socia groupingsof criminasare not usually considered when
criminal law iswritten for white-collar crimes.* As has been previoudly illustrated, white-
collar crimeswere once characterized by the type of the person committingthe act, rather
than the act itself. However, whilethistype of classificationwas once useful, it is now
considered inaccurate. Some current research in thisarea yieldscluesasto the
motivationsfor persons to commit white-collar crimes.

John Hagan and FionaKay in their article, " Gender and Delinquency in White-
Collar Families: A Power-Control Perspective," assert that the type of person who might
become a white-collar criminal can be analyzed using ‘power-control theory.' 'Power

control theory proposes that a fundamental instrument-object relationship structures

18 Bologna and Lindquist (1995), p. 4
1 Caldwell (1968), p. 382



family-based relations of dominance.”*® There are two partsto thisrelationship. First, the
researchers believed that motherswere more controlling than fathers. Second, the
daughtersof afamily are the ones most likely to be subject to this controlling behavior.
The researchers conducted a survey of children of affluent familiesliving in Crestwood
Heights, Toronto, Ontario. L i e many young people, these children duplicated
copyrighted music for trading with their friends. The researcherswanted to ascertain if
there was any relationship between these children's youthful violations of the copyright

law and their relationshipto their family. The researchersbelieved that:

The theory predicts that sons are freer to [commit acts of copyright infringement]
because they are less controlled than daughters by their parents. Thisinturn leadssons
to prefer greater riss than daughters, and to perceive fewer risks of being caught in
delinquent acts, which int urn leads to greater involvement.'*

Their research found that adolescent boys were more gpt to commit these crimesand get
awvay with them, than their female counterparts. Citing the research of another scholar,

Hagan and Kay state:

It has been frequently noted that women are underrepresented in white-collar crime
data; and to the extent that they are represented, much of this involvementisin highly
monitored, money-changing roles (e.g., clerical, sales and service) and associated "' pink
collar™ crimes (i.e., minor emb¢zzlements) that are a part of the growing service
economy. >

Another study examined the previous crimindity of white-collar criminals. For
many years, it had been believed that white-collar crimindswere not repeat offenders,
However, in the Weishburd, et d. study that consisted of a sample drawn from a previous
survey of convicted federal white-collar criminas, it was shown that white-collar criminals

often have previouscrimind records. Except for anti-trust violations, many of the

 Hagan and Kay (1990, p. 393-394
2 Hagan and Kay (1990), p. 394
2 Hagan and Kay (1990), p. 405



criminasexamined had previousrecords of illegd activity. Ordinaily, it isdifficult for
someone with acrimina record to obtain work in abank. However, thedata in this
sampleimplied that among bank employeeswho were offenders, dmost one-third hed
previousarrests. Additiondly, the data showed that white-collar criminals began their
careerslater in life and showed alower frequency of offending that in other typesof
crimes. Y&, thislower frequency of offending might be attributableto the fact that white-
collar crimesoften take longer to be discovered than other crimesbecause of the
complexity of thecrime.

Meier and Geis discussthe psychology of white-collar offendersin finance,
businessand politics. From their research, they find that white-collar criminas™ often
display little guilt, are egocentric, take greater pleasurein knowing that their victim is
unaware of the crime, and are highly intelligent.”* Additionaly, they citethe work of
Herbert Keman who givesthree methodsof thinking utilized by personswho might
commit white-collar crimesin the political arena. These are authorization, routinization
and dehumanization.

Authorization refersto the notion that when crimina, immora, or corrupt actsare
explicitly ordered, tacitly approved, implicitly encouraged, or at least permitted by
legitimateauthorities, people's willingnessto commit or condone them is considerably
increased.>* This meansthat when some people see their supervisor doing something that
might not belega, they do not aways assumethat their actionsareillega or run toturn

the personin to other authorities. Rather, they might tend tolook the other way or begin

 Mder and Geis(1982b), p. 90-92
* Mder and Geis(1982b), p. 92



to commit smilar transgressions themselvesin the belief that this behavior will be
tolerated.

Routinization dilutes accountability and reduces the extent of good judgment.?
Thisentailsthat orders are divided into tasks that are spread among different offices and
the steps of each job are carried out in a regular fashion. By integratingthe questionable
activity into the normal routine of an office, the perception of itsillegality becomesless
pronounced.

"Dehumanizationrefersto theideathat targets of actions are deprived of their
human status so that the principles of moraity no longer apply to them.”® In thiscase,
criminas and their underlings will justify their offense by labeling those who would seek to
turn them in as subversiveor dangerous people. This concept applies not only to white-
collar crimes, but can be applied to violent crimesaswell.

Through dl theliterature, one may concludethat awhite-collar criminad can be
anyone, not necessarily those of the"upper-classes”. From the accountant who forgesa
check; to the bookkeeper, who unbeknownst to the employer has been writing an extra
paycheck to herself every pay period; to the Chief Financia Officer who seesan illegd
way to save his company's toxic waste disposal fees; to the purchasing agent who accepts
abribefor giving a contract to her best friend's company; al these people and many other
ordinary people can commit white-collar crimes. Basicdly, anyonein a position of trust
could potentially commit awhite-collar crime. Next, the discussion turnsto the victims

and costs of white-collar crime.

» Mdea ad Geis(1982b), p. 93
* Mder and Gas(1982b), p. 93



Victims& Costs

Inthe big picture, dl peoplesuffer as victims of white-collar crime, whether the
criminal act was committed against them or not. We dl realizethat crime costs society in
many ways, and white-collar or financial crimeis no different in this respect. The costs of
white-collar crimeare enormous. “In 1976, the U.S. Chamber of Commerce estimated
that the short-term, direct cost of white-collar crimesto the U.S. economy is no lessthan
$40 hillion annually.”® An article from the Fort Worth Star-Telegram on October 3,
1995, cited a study conducted by the American Actuarial Association, which estimated
that the cost of white-collar crimefor businesseswas now at a whopping $400 billion a
year.

When a businesssufferslosses from embezzlement or other types of fraud, any
number of things can occur: It can go out of business, putting employeeson the street,
costing taxpayer's money for unemployment insurance or uninsuredvisitsto the
emergency room, not to mention filingsfor bankruptcy. What if a certain employee
cannot find a job? Might this spur some peopleto crime?

On the other hand, even if the operation stayed in businessafter a seriousthett, this
often meansthat the businessmust charge more for its product, at least for some period of
time, in an attempt to offset the damages. Additiondly, after sometype of fraud occurs,
many firmsinstall a tighter security system or other stiffer financial controlsand the
customer always bearsthe burden of these increased costs. What about when that
company illegally dumpsits wasteinto your water supply? It isthe government and

ultimately the taxpayer who must pay the costsfor cleanup.

* White Collar Crime (1978), p. 8



Even though many peoplemay be aware of the victimization caused by white-
collar crime, there has been littleaction to aid victims of white-collar crime. The victim's
rights movement was started by victims of violent crimewho believed that victimswere
not being supported by the crimind justice system. These victimsbelieved that defendants
were being treated better than the victim of the crime. Their efforts have created some
changesin policy such as the Victim and Witness Protection Act of 1982. Thisact
established among other things, a provisionfor victimsto include a victim impact
statement in pre-sentencing reports. However, white-collar crime victims have been
largely kept out of these policy reforms. Thisis because violent crimesare often seen as
'moredevastating than financia crimes. For many, losing aloved one is more emotiona
than losing money. Interestingly, this attitudeis so pervasivethat even the National Crime
Survey failsto collect information regarding white-collar crime occurrences. Another
scholar notesthat, ** Criminologistsare reluctant to consider that victims are present in less
dramatic offenses. Perhaps they refuse to admit thereisin fact avictimin other types of
crimes—in consumer fraud - for example.”®

Two scholars have even gone so far asto compare victimsof white-collar crimes
to rapevictims:

Unlike the victims of most crimes, victims of rape and many face-to-face white-collar
crimes do not arouse the general sympathy reserved for those who have suffered harm,
loss, or injury. Instead, these victims are often viewed with a mxture of skepticism,
suspicion, and disbelief. The general incredulity with which these victimsare regarded
seemsto derive from two widely held beliefs: (1) that victimization from fraud and rape
does not happen except to those of questionable character, and (2) that only those who
haé? sho;vzg an exceptional disregardfor simple rules of conduct become victimsof rape
andfrau

* Walsh and Schram (1980). p. 34
» Walsh and Schram (1980), p. 46



Thevictimsof thesetypes of offenses often fedl that they arefurther victimized by the
system. Uncaring investigatorsmake them fed as if they have committed some sort of
wrong.

To make matters worse, victimswill refrain often from reporting such violationsif
they have been perpetrated by people in the government or others in positions of
authority. They begin to fed that thereis no one they can trust. '‘Because most white-
collar offensesviolate trust, they breed distrust, lower socia morae, and ‘attack the
fundamentd principles of the American institutions’; [resulting in] () diminished faithin a
free economy and in business|eaders, (b) loss of confidencein political ingtitutions,
processes, and leaders, and (c) erosion of public morality.™*

Evidence of this'distrust breeding distrust' can befound in the American election
system. One might support the hypothesisthat part of the reason for the extreme voter
apathy in the United Statesis a feding of distrust of whatever officia occupiesan elected
office. Fromwheredid thisdistrust originate? There are countlessstoriesof one
government official after another being accused of ripping off the taxpayers. After a
while, the voting publicislikely to become quite suspiciousand skeptical of al public
officials.’!

Another reason why white-collar crime can erode social mores may be the way the
crimeisdealt with by society. Many researchershave noted that white-collar criminals
often have an easier time with the criminal justice system. Often, this occurs because

violationsand perpetrators are adjudicated through a regul atory agency, ¢.g., the

** Mooreand Mills (1990, p. 415
* One need only look at the Congressional Check Bouncing Scandal, where several membersof Congress
admitted to writing bad checks for jus oneexampledf illegal activity in government.



Securitiesand Exchange Commission (S.E.C). A study that surveyed the outcomes of
proceedingscarried out by the SEC between 1948 and 1972 found that despite the gravity
of the transgression, the availability of administrativeor civil measuresincreasesthe
possibility of ajudicid response, while significantly reducing the threat of criminal
prosecution.” Thisis significant because criminal prosecution isthe only type ofjustice
that can cause a defendant to go to prison - something that many victimswould
desperately liketo see. However, when adefendant** getsof f* with what a victim
perceivesto bealight sentence, the victim's faith in the institutions of justi ce deteriorates.
Victimswill fed that the system hasfailed them, so why should they continueto trust or
support that system?

To stretch this point evenfirther, it has been suggested that the perceived light
punishment involved in white-collar offensescould tempt those who might not commit
these typesof crimesto start or encourage those aready engaged in them to continue.
Thiswould inevitably lead to the'lower social moras” that was mentioned earlier.

Victimscan have other problemsaswell. While many individua victims of white-
collar crimeswould liketo seetheir abusers'locked in jail with the key thrown away,"
these very same victimswould like to havefull restitution of their stolen property or
misapplied finds. However, a person who islocked up in prison does not have the
earning capacity of someonewho ison the outside earning aliving. Therefore, many
white-collar criminalsmight receive probation in order to stay infree society to pay back
the restitution they owe. The white-collar crime victim could be described as being stuck

between arock and a hard place.

*2 Shapiro( 1990) [italicized emphasisadded],p. 360



Another obstacle that might come between victimsand the justice they seek isthe
overall attitude of law enforcement to white-collar offenses. In astudy that surveyed
district attorneys nationdly, white-collar crime was not placed in a category of great
importance. The study found that the district attorneysdid not see white-collar crime asa
pressing concern and most did not envision prosecuting more of these casesin the
future.* Additionally, the study concluded that “this constituency [people working
together to fight white-collar crime] faces a difficult job getting resourcesfor its work.
Competing demandsfor fundsand staff for drug crimesoften take priority and networking
has not really taken hold at the local level.”**

White-collar crimes bring about not only monetary losseswhich cost businesses
and consumersalike; they bring about a growing general lack of confidence in dl our
ingtitutions. The next obvious question would be how has punishment influenced the

spread of white-collar crime? Thisquestion isanswered in the next section.

Punishment

As stated before, many prosecutors believethat white-collar crimeis not a serious
problem. Often this occurs because of the infrequency to which these cases are brought to
the attention of authorities. Theold notion of **out of sight, out of mind" applies here.
However, abig problem with the punishment of white-collar criminals occurs because
these crimesare not seen as grave asviolent offenses. This resultsin light sentencesfor

offenders. Theselight sentences could be seen almost as encouragement to reoffend. One

¥ Benson, et al. (1990), p. 369
3 Benson, et al. (1990), p. 371
*Meier and @i s (1982a), p. 132



scholar has noted, “If the assumption that many white-collar criminalsare sophisticated is
accurate, then they have probably discerned that it is rare to serve much more than three
yearsin prison, and virtually impossibleto serve that much time if they plead guilty.™
Indeed, the amazing amount of white-collar crimethat continues to be reported bears out
this very finding.

On the other hand, some scholarsfed that for white-collar criminals- strong
punishment measuresare much more effectiveat controlling criminal activity than for
those people who commit violent crimes. White collar crimes are almost never crimes of
passion; they are not emotiona or spontaneous, but planned risks taken by rational people.
Assuch they are morelikely to be controlled by actions based on the concept of utility and
the doctrine of deterrence.*® Here, the deterrence doctrine would mean standard methods
for punishments such asfines, restitution, and prison sentences.

Another scholar in referringto punishment measuresfor corporationsthat are
convicted of white-collar crimes states, **One way to proceed isto demand that the
corporation perform community serviceas part of its punishment.”’ He believed that
more imaginative sentencing might convince corporations that fostering an attitude that
promotes white-collar crimewas not a viable option.

On the whole, efforts to punish criminalswho commit white-collar crimes have had
mixed results. While one often hears about a person being sentenced to prisonfor
murdering someone else, prison sentences for white-collar criminals are not that common.

Increasingly, there have been attempts to make the public more aware of the damage that

% Braithwaite and Geis (1982), p. 195
¥ Etzioni (1993), p. 156



white-collar crimesinflict on our society. Perhapsthis better awareness might lead to
dtiffer sentencing. In the long run, the white-collar crimind does have some opposition.
The next section discusses some effortsfor controllingwhite-collar crimind activity before

it reachesa business.

Methodsfor Control

There are various meansto control white-collar crime. Thefirst involvespre-
employment practiceswhich, if effective, filter out would-be crimindsfrom the applicant
pool. Thiscould be accomplished in severa ways. First, an employer could put a
standard message on job applications asking prospective employeesto reved any previous
felony convictions. If they had a conviction for embezzlement, just asan example, it
would probably be unwiseto consider that person for any position in thefinance office.

If the employer was concerned about getting accurateinformation on applications,
one might requirethat al prospectiveemployeesobtain a crimina history check and
present that with their other paper work. Applicantsthat had somethingto hide other than
misdemeanorswould be wary of completing the process. Additionally, many employers
ask that intervieweessign aform that allowsthe employer to conduct a background check
in order to make sure that the information on the employee's application is correct. This
information is often verified by checking with the County Clerk's officeto determineif the
person has any convictionsor other actionsagaingt them, both crimind and civil. This

informationisa pudlic record. It isquite surprisng how many employersdo not take the



time to check references. However, the extra time and money spent in the beginning can
save an employer alot of the grief that could result from hiring the wrong person.

After a person has been hired, there are methods to control for white-collar crime
within the organization. First, employersmust have more than one person analyzing the
books. Timeand again, casesare brought in which there was only one person handling
the money and/or financid records of the organization. He or she was the signatory on
the business account, wasin chargeof processing invoices, issuing checks, and reconciling
the bank statement. Thissort of arrangement leavesthe businessowner in a dangerous
position. The proprietor has put complete trust over the money in one person's hands.
Too often, thistrust is misguided and an employee can easily take advantage of the
gtuation.

Many smdl businessesmight argue that they cannot afford to have morethan one
person doing their accounting work. Whilethisis often quitetrue, there must be
someone or something to ensurethe safety of the financia resources of the business.
Evenif thisrequiresthat the owner review the bank statements, it should be done. Placing
trust in the hands of one employeeisasking for trouble.

In addition, managers might require the periodic rotation of dutiesin an office.
Having the employeeswork in different areas bringstwo benefitsto smal businesses.
First, cross-training of employees can make the organization moreflexible and productive.
Businessdoes not haveto dow down because someoneisout with theflu. Additionaly,
and perhaps moreimportantly, it makesit quite difficult for an employeeto cover illegd
deeds when that employeeis moved around. |f one person getsto continuethe work of
another, this might discourage would-bethievesfrom committing crimes.
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A further internd method is the establishment of written standardsand procedures
for the handling of accountingwork. That is, dl proceduresshould be explained to each
employeeand they should be notified that deviationfrom these procedures will not be
tolerated. If the business has an established procedurein place, anomaliescan be more
easlly seen and corrected.

One more method to control thistype of crimeisfor victimsto always report their
victimization. Because of the nature of these types of offenses, the victim is often quite
closetothecrimind. They have established a trust relationship. The victim often cannot
believethat their trust has been violated in such a manner. Additionaly, if the victim finds
out that thetrust hasindeed been broken, they often desireto find out why. If the
suspect is ableto come up with a reasonable excuse, the victim might fed sorry for the
employee and dlow that person to make restitution for what has been taken. Aswel, the
victim might promise not to report thisbehavior to the police. Thisfallureto report is
what allows many white-collar criminalsto offend over and over again. Whilelarger
Institutionsor corporations might not be as generous, many smaller entitiesare. In the
end, when an employeemoveson to another position, he can take advantage again of that
employerstrust becausethereisnot anything in hisrecord. Thisfailureto report also
contributesto the perception of many that white-collar crimeisnot a**big-ded™ or could
not happen in*'my organization." Attitudes such as these bode well for the would-be
criminal.

Somefraud examinersand investigatorsin the White Collar Crime Unit of Travis
County have suggested that the best method for controllingwhite-collar crimeisto make
surethe books are audited by an outside source, both periodicaly and on asurprisebass,

25



in order to assurethat dl financia controls are working and that fraud or theft is not
oceurring.® While thismay be aquitelogical theory, one noted fraud examiner asserts

that thistype of action may not bring about the desired effect. He writes:

Because of its nature, fiaud isextremely difficult if not impossibleto detect in many
situations. After al, afraud is usualy committed by peoplewho are familiar with the
relevant accounting systems than theauditorsare. As aresult, therewill alwayshbe

caseswhereauditors can be fooled. >
In order to detect afraud, a person must be aware of what isgoing onin hisor her
business. However, many smal businesses cannot afford to have morethan one person
handling the books. So, when thereisonly one person in charge of signing checks,
reconciliating bank statements, and running the accounting software, thisone person can
easly hidetheir crimesbecause of their knowledge of the accounting system.

“In other instances, auditorsfail to detect fiaud becausethey do not havethe
requisite educationand background to recognize its characteristics.”™® A business person
may ask an auditor to review the accounting records to determinewhether there have been
any irregularities. However, if thisauditor has not had experience, educationor trainingin
the area of fraud detection or if the training has been sub par, the auditor may not find a
problem, even if one doesindeed exist.

In recent years there has been a push to make independent auditors accountablefor
thework that they perform. One scholar equates the certification of financial health by an

auditor to the diagnosisof adoctor:

When a doctor certifiesto normal health and the client has a dreaded, contagiousdisease, those
relying on the health certificate are justifiably indignant. Similarly, if the auditor states that the

*¥ An often repeated warning voiced by several investigatorsin the White Collar Crime Unit.
¥ Wells (1993), p. 93
O Wells (1993), p. 93



amountsin the accounts can be rdied on, it isabsurd to say that they are all right subject to the
possibility that undetected fraud may make them all wrong.

So, if an employer has an outside person examine the work done in the accounting office,
the employer should make sure that this outside person hasthe proper trainingin order to
accurately detect the problems; if any.

There are many smple methodsthat can be utilized to control white-collar crime.
Pre-employment screening, consistent accounting procedures, diversification of job duties,
and oversight functions work well to maintain a crime-freeenvironment. Additionaly,
auditors can be cdled in to examine your accountsto ensurethat dl iswell. In any event,
effortsmust be made to effectively overseeemployees.

Findly, another method for control of thesetypesof offensesmight be the creation
of specidized law enforcement units designed specificaly to handle white-collar offenses.
If more trained investigators, auditorsand attorneysbecame involved in the vigorous
investigation and prosecution of these types of cases, there might be areductionin the
occurrenceof thesetransgressions. If anything, potential wrongdoers might become
aware that there are specialized groupswhich will go after persons who commit white-
collar offenses. On the nationd leve, thefederal government investigatesmany "white-
collar™ crimesthrough the offices of the Federal Bureau of Investigation. On alocd leve,
theincreased incidence of white-collar crime has caused some digtrict attorneysto
examine the effectiveness of their efforts, or lack thereof, to combat thistype of crime. It
was this examination that resulted in the creation of the White Collar Crime Unit of Travis

County, which isdiscussed at length in Chapter Three.

“L Sorenson (1980), p. 224



Conclusion

Various aspects of white-collar crimein our society have been discussed. Firdt,
types of white-collar crimesthat exist and are investigated and prosecuted were examined.
Many crimesfal under the term ‘white-collar,’ and that most of theseinvolve a betraya of
trust. Next, characteristicsof the suspects of white-collar crimes were examined. It was
found that there wasllittleto distinguishthem from other criminals. Third, thevictimsand
costs of white-collar crimewere reviewed.. In that section, it wasfound that white-collar
crime not only is devastating to itsvictims in afinancial sense, but can be devastatingto al
of society. Fourth, the punishment options for white-collar criminals were investigated. It
was reveded that punishment is not always as effectiveas desired Finaly, some methods
for controlling white-collar crime in businesses were contemplated. These preventive
measures might be the best way to keep this crime from spreading.

In conclusion, one can seethat white-collar crimeisafar reaching phenomenon
that affects every person. The costs of white-collar crime can make everything you
purchase cost more than it should because of the added costs of lega fees and accounting
measures. White-collar crime needsto become more of afocus of interest in our society
or we may suffer greatly in the future from decreased financial gains and a pervasive
negative attitude of distrust. The next chapter examines one of the methods of control
previoudy mentioned. It focuseson the formation and subsequent establishment of the
White Collar Crime Unit of Travis County. Also discussed are the laws this unit has been

asked to enforce.



CHAPTER3

SETTMG: INSTITUTIONAL AND LEGAL

Theincidence of "white-collar" crimes has skyrocketed to the point that many
agencies have begun to create specialized task-forces to ded with theinvestigation, trials,
and punishmentsfor these crimes. In the previous chapter, methods used to control the
spread of white-collar crimewere discussed. Thischapter examines one of these
methods: the creation of a specidized unit. The creation of one such group, the White-
Collar Crime Unit of the Travis County District Attorney'sofficeisthefocus of this
chapter. Background informationabout the Travis County District Attorney's
organization before 1995 when the White- Collar Crime Unit formed is provided.
Further, the factors contributing to the need for such a group areexamined. Then, a
conceptual framework for the project is posited. Additionally, the specific pena lawsthat
the unit ismost often charged with enforcingare highlighted. It is hoped that this
information demonstratesthat the creation of the White = Collar CrimeUnit in the District
Attorney'soffice has been long-needed and will providefuture benefitsfor the citizensof

Travis County and the State of Texas.

Forming the Unit*
Inthe six years prior to the formation of the White- Collar Crime Unit, the Travis
County District Attorney'soffice had assigned two prosecutors and one investigator to

dedl with al the white-collar crimesin Travis County. Thisgroup was called the

2 The resear cher acknowledgesthe tremendouscontribution of Ruth-Ellen Gura and Darla Davis,
Assgtant Digtrict Anorneysin the White = Collar Crime Unit, who provided thebackground
on from which thebul k of this chapter isbased upon. These documentsincluded internal

memosand the FY 1995 Budget Request for the unit.



General/Local section of the Special Prosecution Division of the TravisCounty District
Attorney's Office. The Special Prosecution Division includesthe Motor FuelsTax Fraud
Officethat prosecutesthose individualsand businessesthat fail to collect the taxes due to
the Comptroller of Texas on motor fiels. Other groupsin the Special Prosecution
Divison includethe General/State Division that investigates transgressionsinvolving State
Agenciesand their employees; The Insurance section, which investigates different types
of insurance schemes; and the L ottery Section, which investigatescrimesinvolving
tampering with lottery tickets and other lottery related infractions.

All the other casesthat could not be sent into one of these narrowly defined
sectionswhere sent to the General/Local section. A ligt of thetypical types of casesthat
thissmal group was charged to investigate and prosecuteincludes. employee
embezzlements-- from non-profit organizations, religiousgroups, businessesof dl sizes,
and by property managers, theftsfrom family members-- directly or indirectly though
investment or other schemes; securitiesfraud -- in areas such asoil and gasinvestments,
investment fraud — by companies or get-rich-quick schemes; official misconduct == by local
government employeesor officids, and construction frauds -- such as when a homebuilder
falsto pay subcontractorsafter work has been completed on a home.

With the continued growth of Austin and Travis County spurred on by the quality
of life, rich job opportunities, and academicand governmental resources available to those
who settle here, this area has becomeincreasingly attractiveto al typesof individuas,
including those who prey on the prosperity that they seein thisareaof Texas.
Consequently, there hed been a steady increase in the amount of casesthis relatively smdl
group hed to oversee. Unlikeother sectionsof the District Attorney's office, such asthe
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Insurance Division, the General/Local group did not have adequate resourcesto
effectively handle cases. The InsuranceDivision hasa staft of three attorneys, 4 DA
Investigators, a paralegal, three secretaries, and one case clerk. However, thethree
membersof the General/Local section are responsiblefor all aspects of each case, from,
meeting with the victim, the initia investigation, the accounting and auditing of these
cases, document control, preparation and prosecution. Each year when the County
Commissionersvoted on the budget, the General/Local group asked for the needed funds
to hiresupport staff. Each year from 1989 to 1994, they had been denied.

While other programs of the District Attorney's office were seen as essentia by the
Commissioner's Court, the efforts of the General/Local section to prosecute white - collar
crime were not being supported. Sincethe Commissioner’s Court isresponsiblefor
approvingdl new budget appropriations, they had to be convinced of the worth of
increased finding for the General/Local section. The Court had not yet been convinced.

This began to change when big cases such as the Brackenridge Hospital Case came
to the attention of the District Attorney's office. Thiscase involved charges that the Chief
Financia Officer of the hospital and an outside collection agency hed conspired in a
complex schemeto steal from the hospital. Additiondly, there were chargesthat the
financid officer was being paid by the collection agency for referring work to the agency.
This caseinvolved over 50 boxes of evidence.

Complex litigation of cases such asthis requirescountless hours and an expert
staff not only to review and analyzefinancia documentssuch as bank statements, checks,
etc., but also to maintain effective document control. Unfortunately, when the small 3-

person office received a big case such asthis, it wasadded to an aready overwhelmed
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system. Individual victimswere sometimestold they might have to wait a year before
anyonewould be able to look at their case. These victimsalso hed very few avenuesto
turn to since most other law enforcement agencies such asthe FBI, would only take
certain cases. Inthe meantime, adleged criminascould continue to defraud the citizenry.
Consequently, the hand of justice moved at a painfully Slow ratefor the victimsand the
three individuals assigned to the General/Local section.

Each year that the General/Local group went without the support staff given to
othersin the District Attorney'soffice brought an increasing backlog of casesthat the
group could not possibly complete without more help. The group was often barraged
with complaintsfrom victims regarding the extreme amount of timetheir cases were
taking before some resolution occurred.  As one might imagine, this would bring about an

exceptiondly low level of serviceto victims and atotal injusticeto society.

Successful Proposal for Change

It isthe duty of the District Attorney's officeto provide"the highest quality of
legal representation” for the victimsof crimesand to prevent future victimization. This
goal was not an easily achievable outcome with the funding level and resourcesavailable
to the District Attorney's General/Local Section before 1995. Soin the 1995 Fiscal Year
Budget Request for this section, the General/Local Section reiterated its concerns about
how inadequate staffing threatened its mission. The effort was led by Ruth-Ellen Gura,
Assgtant District Attorney, and Claire Dawson-Brown, Supervisor of the Special
Prosecution Divison. They came up with someinnovativeideasin their budget proposal
in an attempt to persuade the County Commissionersof their need to find four additional
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support staff. The staff included aLega Secretary 11, Interna Auditor IT, Senior
Accounting Clerk, and aClerk 1V (part-time, 25 hrs). Theideaswereasfollows.

Thefirst ideawasto create a unit (The White- Collar Crime Unit) designed
specificaly to work on white-collar crimeswith an investigator assgned from the District
Attorney's office, two investigatorsfrom the Austin Police Department and one from the
Travis County Sheriffsoffice. With these other groupsincluded, the GeneraVLocd
section would have accessto aricher source of information from groupsoutside the
Didtrict Attorney's office. Thiswould eliminate duplication of effortsfrom one law
enforcement group to another and alow for more efficient investigations. Another effect
would be to sgnificantly increase the number of investigatorsdedicated to this unit,
without an additiona cost to the County. Since these investigatorswould come from a
shift in staff at other agencies, there would not be an increased cost to the District
Attorney'soffice.*® Thisideawas new to the proposd that the General/Local group was
making, and that caught the interest of the Commissioners.

The second idea placed a mandatory fine on al persons entering a pleabargain
with the General/Local section. Thisidea was attractiveto the County Commissioners
because thesefines are generd revenuesfor the county. Increased prosecution levels
would increase the number and potential leve of fines. A minimum fine of $2500 for each
plea bargain was recommended. Thiswould be in addition to any restitution the defendant

might be ordered to pay. If thegroup got the 35 convictionsthat it believed it would get

B Although thisidea was nat entirely new, sinceit had been somewhat implemented in thearea of child-
abuse



in the Fiscd Year 1995, that would add up to $87,500, somewheat off-setting the total
budget request of $130,354"".

After the District Attorney'soffice suggested thesetwo new elementsfor the
budget proposal, and with the news of the BrackenridgeHospita investigation clearly on
their minds, the County Commissionersfindly granted the request of the General/Local
Section for increased funding. Thisauthorized the hiring of support staff and the
beginning of a advantageous relationshipamong law enforcement agenciesin Travis
County for the activeinvestigationand prosecution of white - collar crimes. The creation
of the White Collar Crime Unit, a cooperativeeffort among the Travis County District
Attorney'soffice, the Austin PoliceDepartment, and the Travis County Sheriffs Office
was a long-needed addition to the D.A.'s office, and it wasfinaly implemented in January
1995. The next section discussesthe process established by the newly formed unit to
handleincoming cases. Additionally, an overview of this process servesto establish the

conceptual framework for this research.

The New System - Conceptual Framework

The purposeof this sectionisto give the reader a background for how cases move
through the White - Collar Crime Unit of Travis County. First, the White= Collar Crime
Unit iscontacted by an individual or acompany that would liketo register a complaint.
Then, aform isfilled out by the potential victim, explaining his’her complaint. Oncethe

form isreturned to the District Attorney's office, an investigator and an attorney will

**This amount from the FY 1995 budget included the one-time costsfor desks, chain etc., with these
items removed the actual annual need would e closer to $117,000. Additionaly, this request isfor new
funding, and does not include thesalariesof the two ADA'sand investigator al ready assigned and funded
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review it to determinewhether or not there is sufficient grounds to open a case on this
dlegation. If theinvestigator and Assistant District Attorney decide that the officecannot
investigate the matter, aletter is sent to the victimto explain why the office cannot take
the case. There can be many reasonsfor this. Amongtheseare: the statute of limitations
may have run for the complaint, the complaint might fal under civil rather than crimina
jurisdiction or, the complaint is madeto the wrong agency. |f theinvestigator and
attorney decide that thereis a possibility of crimina wrongdoing, they will open a casefor
investigation. Before the formation of the unit, many cases had to be turned away because
of lack of resources. However, because of the recent increase in the number of
investigatorsand support staff, the ability to pursue new casesis enhanced. Therefore, the

first hypothesisof thisresearchis
H,: The implementation of the WCCU will have g paositive effect on the number of cases opened

After the caseis opened, the investigator will attempt to gather information and
evidencein order to pursue a criminal charge against the suspect. If theinvestigator is
unable to get enough information to prove the case, then the case will be dismissed
without court action. Before the existence of the unit, thiswould sometimes occur
because the abilities of the investigator were stretched beyond capacity. Also, if avictim
faled to provideal the necessary documents regarding his/her caseto the investigator,
this could hamper the investigation aswell.  Since the establishment of the WCCU added
three new investigatorsto the General/Local Section, the ability of investigatorsto
effectively gather information and gather evidence would be enhanced. Hence, the second

hypothesis of this researchis:



H,: Theimplementation of the WCCU will have a negative effecton the number of cases closed without
court action.

If the investigator succeedsin getting the necessary proof, the prosecutor will
present thisinformation to agrand jury for indictment. If thegrand jury believesthat the
evidence presented is sufficient cause to formally chargethe suspect, an indictment will be
issued. Again, previousto the implementation of theWhite- Collar Crime Unit, the
General/Local Section was so overburdened with casesthat it was difficultto indict as
many cases asthey have would desired. Therewas only so much they could do. With the
founding of the WCCU, the Assistant Didtrict Attorneysand the investigatorshave more
time to work with their cases and can now pursue more casesin general. Accordingly, the
third hypothesisof this project states:

H;: Theimplementation of the WCCU will have apositive effect on the number of casesindicted.

After a caseisindicted, the defendant will enter a pleato the court. If s/he decides
to pleaguilty, the court will order some amount of restitution and afinefor the crime, as
recommended by the District Attorney's office. In the budget submission for the WCCU,
aminimum fine of $2500 per case was established. Consequently, with the added
resourcesof moreinvestigators and support staff, the amount of finesand convictionsare

likely to increase. Thefourth and fifth hypothesesare asfollows:

H,: Theimplementation of the WCCU will have a positive effect on the number of cases convicted

Hs: Theimplementation of the WCCU will have a positive effect on the amount d 'fines received

If there is evidenceto support the previous hypotheses, then the fina hypothesis

will be supported. Thisoverarching hypothesisstates:

Hg: The WCCU wiit enhance Travis County s ability to resolve white-collar crime cases.



Before theformation of the WCCU, the task of the General/Local Section became
increasingly difficult with each added case. Thisfina hypothesisisfounded in the belief
that there exists now a mechanismto effectively ded with white- collar casesin Travis
County. Whereas before the unit's existence(pre-1995), there was none. Thefirst
hypothesisis based on the assumption that with adequate staffing the number of cases
opened will increasebecause therewill be more people to handle the assgnments.
Additionally, the number of casesindicted will increase as a result of theincreased
personnel. With more investigators, the number of cases convicted will be positively
affected for this same reason. The negative effect on cases closed without court action is
based on the assumption that fewer cases will be dropped because of inadequate
resources. Further, Snce casesare dedlt with promptly, problemsassociated with the
inability to obtain evidence and witnessesbecause of the age of the case are overcome.
Thefollowing chart, Summary of Hypothesis, is an overview of the previousy
stated hypotheses. Thefollowing pageillustratesthe Lifecyde of a casein the Travis

County White Collar CrimeUnit (Flowchart 3.1).

Table 3.1 - Summary of Hypotheses
Hypothesis
H, Est. of Unit in 1995 # of cases indicted +
H; Est. of Unit in 1995 # of cases convicted +
H, Est. of Unit in 1995 # of cases opened +
H, Est. of Unit in 1995 # of cases closed w/o court action -
|
Hs Est. of Unit in 1995 Amount of fines received +
H, Est. of Unitin 1995 | # of cases resolved (reduction of backlog) +




Flowchart 3.1
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Thisresearch isexplanatory in nature. Explanatory research seeksto determine
whether thereis a causal relationship between two or among severa variables. In every
policy decision, thereisan implied hypothesis. That is, administrators seek to implement
programs believing that these programswill remedy some known problem. If policy
impliestheory, the public administrator tests those theoriesin the laboratory of
bureaucracy.* This research attemptsto determine whether the implementation of the
White Collar CrimeUnit (WCCU) has decreased the backlog of white - collar casesin
Travis County. The next section covers some the more frequently used lawsthat are

enforced in the WCCU.

The Laws

Many of the lawsthat the White-Collar Crime Unit must enforce are found under
Chapter 32 of the TexasPena Code, under the genera title of Fraud. Section 32.21,
Forgery statesthat "'a person commitsan offenseif heforges a writing withintent to
defraud or harm another.*  An example of thistype of offensecould beif a person were
to take the checksof another and forge the name of the victimin order to use the check
for his/her own purposes.

Another commonly used law isin Section 32.45, Misapplication of Fiduciary
Property or Property of Financia Institution. Thisrule reads, ""a person commitsan

offenseif he intentionally, knowingly, or recklessly misapplies property he holdsas a

* Shields, P. (1996), p. 10
* TexasPenal Code (1995), p. 50



fiduciary or property of afinancia institutionin a manner that involvessubstantial risk of
loss to the owner of the property or to a person for whose benefit the property isheld.”*’
When a property manager of an apartment complex takes the rent checksand usesthe
money for his/her own benefit, rather than giving the money to the property owner, that is
amisapplication of fiduciary property.

One more example of alaw commonly used in the White-Collar Crime Unit is
Section 32.46 of the Pena Code entitled Securing Execution of a Document by
Deception. Thelaw reads, “A person commits an offenseif, with intent to defraud or
harm any person, he, by deception, causes another to Sign or execute any document
affecting property or service or the pecuniary interest of any person.” Anillustration of
thiscould involveacontractor who signsan **dl-bills paid” affidavit that certifies that he
or she has paid dl the subcontractors that have worked on hisjob, when in fact they have
not been paid. In Texas, asubcontractor that has not been paid can put alien on a home
for thework that the subcontractor did on the home. When the subcontractor is not paid
by the primary contractor, usualy the home building company, the homeowner is stuck
with the hill.

Other examplesof white-collar crimes handled by the officeinclude Section 34.10
- Tampering with a Governmental Record, 37.02- Perjury, 36.09 - Offering a Gift to a
Public Servant, and 36.02- Bribery. These offenses often involve governmental
employeesor people dealing with government employees. The next section describes

some of the casesthat the White-Collar Crime Unit has handled.

“ TexasPenal Code (1995), p. 57
* TexasPenal Code (1995), p. 57



Some Cases

One exampleof asuccessful white-collar crime prosecution in Travis County isthe
Robert Conrad case. Robert Conrad was the treasurer of alocal nonprofit organization
that served asa drug and alcohol rehabilitation center for women. He stole money from
the organization over aperiod of time. After Conrad plead guilty, the court ordered
restitution of $178,000 upon parole from Conrad's 15 year sentence.

The case of Jimmie Williamsis another example. Mr. Williams, alocal business
man acting as the signatory for alarge corporation, cashed two-party checksand used the
money for his personal benefit. His sentence included probation, 180 daysin jal and
restitution in the amount of $303,124.

In this chapter, the formation of the White-Collar Crime Unit and some of thelaws
that the unit enforces were examined. Additionaly, the We-cycle of a case and the
hypotheses associated with thiscycle were presented. |n the next chapter, methodology

used to evaluate the effectiveness of the organization is discussed.



Chapter 4

M ethodology
Background

The purpose of this chapter isto examine the methods used to andyzethe
effectivenessof the White- Collar Crime Unit. The foundations of reflexive and time-
seriesandyssare explained. Findly, thereis a restatement of the project hypotheses.

Research in the socid sciencesoften requiresthe use of other techniquesthan
those used in the pure sciences. Thisoccurs becauseit is much more difficult to obtain a
controlled environment in red life, than if one were in alab conducting an experiment.
However, this does not mean that socia scientistsare incgpable of obtaining solid
research. It does mean that al socia researchersattempt to minimize thefactorsin their
research that might be susceptibleto outsideinfluence.

A great concern to socid scientistsare factors which effect vaidity. Hereit would
be helpful to define the two types of vaidity that researcherssearch for in conductingtheir
anayses. Externd vaidity refersto the generaizability of the research to other situations.
For example, can thefindingsin this case study be gpplied to another city? Internal
vaidity "'is the degree to which aresearch design allowsthe investigator to rule out
aternative explanations concerning the potential impact of the program on the target
group.™ Research must control for factorsof interna and external validity.

As stated earlier, this project is primarily a program evaluation. Thegoal of the
project isto determine whether or not the implementation of the white-collar crime unit

has hed a beneficia impact on case backlog in Travis County. In the book, Evauation in

* Bingham & Febinger (1989), p. 247
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Practice, the authors cdl thistype of evaluation an impact evaluation. An impact
evauation "' looksat whether the program's or policy's objectives have been met.”*® The
authors believethat impact eval uationstend to be more objective because the data can be
extracted from records and does not haveto come staff who gather datafor the
researcher.

Interrupted Time-Series

Thetype of research design that was chosen to evaluate the success of the White-
Collar Crime Unit isan interrupted time-seriescomparisongroup. Thistype of research
“examines whether and how an interruption (treatment, program, or whatever) affects a
socia process and whether the observed effect is different from the process observed in an
untreated group or among different types of treatments.”' Theinterruption whichis
examined is the creation of the white-collar crime unit. Observationsare made of the
number of cases closed, opened, indicted and dismissed, beforethe program cameinto
being and after the program has been implemented.

Intheir work, Experimental and Quasi-Experimental Designsfor Research, Julian
Stanley and Donald Cambell identify eight factors that must be controlled in order for
internal validity to occur. These are history, maturation, testing, instrumentation,
regression artifact, selection bias, experimental mortality, and interaction. However, a

well-formulated study utilizing time-series analysiseffectively controlsfor these factors.

9 Bingham & Felbinger (1989), p. 5
*! Bingham & Felbinger (1989}, p. 110



This method is considered a strong one becauseit eliminatesthe bias present
“when one makes only one observation of a phenomenon.”*? Because data s collected

over time, oneisableto determinewhether or not there hasbeen ared trend.

Operationalization of the Variables

The methodology for thisresearch consistsof an analysis of existing datain the
form of yearly totals from the DA’s office that document how many cases have been
opened, closed, dismissed, convicted, etc. from 1992-1996 for white-collar crimes. This
data is kept on file asa normal function of the District Attorney's Office of Travis County.
This data includesthe time period beforethe creation of the unit and after its creation.
With thisdata, the research attemptsto determine whether the number of cases cleared
(e.g., opened, dismissed, closed, convicted) was aided by the creation of the White-Collar
CrimeUnit. Theindependent variable isthe implementationof the unit. The dependent
variablesare the number of cases closed, the number of cases convicted, the number of
cases opened and the number of casesdismissed. The unit of analysisare each individua
case. All the dependent variablesare ratios. Ratios arelevels of measurement that have
an equal distance between each unit with a zero asa starting point. These variablesfit that
definition.

Additiondly, the research methodology can be described as reflexive. That isa
design that, “Uses thetarget group of the program asitsown control.”** The hypothesis

isthat thereisa positive relationship between the establishment of the unit and the number

** Bingham & Felbinger (1989), p. 110
** Bingham & Felbinger (1989), p. 173



of casesindicted and convicted. Additionaly, the hypothesespurport a positive

relationship between the creation of the unit and the number of casesopened. Findly, the

project hypothesizes a negative relationship between the establishment of the unit and the

number of cases closed without court action. These hypotheses are summarized in the

following cdled Table 4.1.

Table 4.1 - Variables / Hypothesis 1
Independent Variable Dependent Variable Hypothesis |
H, Est. of Unit in 19935 # of cases indicted + '
H; Est. of Unit in 1995 # of cases convicted +
H, Est. of Unit in 1995 # of cases opened +
b om, Est. of Unit in 1995 # of cases closed w/o court action -
Hs Est. of Unit in 1995 Amount of fines received +
H, Est. of Unit in 1995 # of cases resolved (reduction of +
backlog)

Thedatafor each of the dependent variables both previous to the establishment of the unit

and after the establishment of the unit isexamined. In this sense, the research is an impact

evaluation of the intervention of the WCCU. In the next chapter, these hypotheses are

tested through an inspection of the data obtained from the Travis County District

Attorney's Office.



Chapter 5
Analysis
Introduction
This chapter tests thefive hypotheses previoudy presented. Thisdata is used to
determineif there is sufficient evidence to support the overarchinghypothesisof a
reduction in White - Collar Crime case backlog. The researcher received the following
historical data regardingthe progress of casesat the Travis County White-Collar Crime

Unit. (see Table 5.1)*

Tableb1

U717 | $1,010377| B2067 | $1,09501 | B 274
Trebdidlire between FY 1524 and FY 1955indcates the edablisent of the WCC U

* Theinformation for thistable was received from Karen Kiker, a paralegal in the Special Prosecution
Divison. Sheisresponsiblefor maintaining thesestatistics. The researcher thanks her for the assistance
she has provided.
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Number of Casesopened (H;)

When comparing the number of cases opened previousto FY 1995 and after the
implementation of the program, one seesthat the amount of investigations opened has
increased from49 in FY1994 to 77 inFY 1995. Almost the same amount of
investigationswere opened in FY 1996 as compared to the previousyear. Therefore, the
data suggest a support of the hypothesisfor increasing the number of cases opened after

the implementation of the WCCU. The following is agraphical representation of this data.

Graph 6.1
Number of Caaea Opened
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Although this hypothesis stated that the number of cases closed without court
action would decrease, this hypothesis was not supported by the data.  The number of
cases closed without court action increased from 27 in 1994 to 51 in 1995 and 73 in 199%,

after the implementationof the program. Graph 5. 2 illustratesthistrend.
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Number of CasesIndicted (H;)

Thishypothesisstatesthat the number of cases indicted increaseswith the
implementation of the unit. The datafor this hypothesisare mixed. After aninitid
increase from 27 casesindicted in FY 1994 to 33 in FY 1995, thisnumber dipsto 21 in

FY 1996.

Graph 5.3 Number of Cases Indicted
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Number of Convictions (Hy)

This hypothesisstated that the number of convictionswould be postively
influenced by the implementation of the unit. However, the resultsfor thishypothesisare
mixed aswell. After aninitid decreasefrom 21 convictionsin FY 1994 to 16 convictions

in FY 1995, the number of convictions recaeived increasesto 26 in FY 1996

Graph 5.4 Number of Convictions
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Amount of Fines (Hs)

It was hypothesized that the amount of fineswould increase because of the
program implementation. The data support this hypothesis. Fines ordered increased from
$9000 in FY 1994 to $37,500 in FY 1995. Althoughthey decreasein FY 1996t0

$26,000, this number isonly $500 lessthan the totalsfor FY 1992 - FY 1994 combined

—

Graph 5.6 Amount of Fines Ordered

$40,0007—

$30’000J | y Arrow indicates
$20,000H 7 implementation
$10 OOOi P -1 of program

$0

FY FY FY FY FY
92 93 94 95 9 L

Relative Success of Unit (Hg)

Thefollowing chart summarizesthe findingsof the data analyss.

Chart 5.2 Summary of Findings

Hypothesis Evidence (Supports/Does not Support/Inc.)
H;: Number of cases opened will increase Supports

H,: Number of casesclosed w/o court Doesnot Support

action will decrease

Hz Number of indictmentswill increase Inconclusive

H;: Number of convictionswill increase Inconclusive

Hs: Amount of fines will increase Supports

H,: Positivechangefor white-collar cases Inconclustve

Since three of thefive hypothesesare found to be either not supportive or inconclusive,
the impact of the White- Collar Crime Unit is, as yet, inconclusive. Thisfinding is quite

natural since the data from which the conclusionsare drawn islimited. Because the



program is so new, there are not as much data aswould be desired for a definitive
analysis.
Possible Explanations

However, some possible explanationscan be offered for a few of the findings.

It was hypothesized that the implementation of the unit would cause a decrease inthe
number of casesclosed without court action (Hz). The belief was theincreasein work
force and other resourceswould decrease the amount of casesthat hed to be dropped for
either lack of evidence or a statute of limitationswhich has been exceeded®. It was
believed that thiswas probably a negative occurrence and onethat would be remedied by
the formationand actionsof the unit.

However, the attorneysof the white-collar crime unit informed the researcher that
closing cases without court actionwas not alwaysa bad thing. They stated that on some
occasions, a case might be dropped even when there has been enough evidencegathered.
A deal might be made between the victim and the suspect, brokered through the District
Attorney's office. The suspect would pay back whatever has been taken and the victim
would not press chargesin aformal indictment. Inthisway, the victim gets back
whatever was taken from him or her and the courtsare not involved in the process. Some
might argue that this“brokering™ is not well-advised. However, it would createless of a
burden on the court system whilestill giving the victim his or her property.

The reasons behind the numbers of indictments (Hs) and the number of convictions

(Hy) being inconclusivemight stem from the length of time involved in the prosecution of

5* Webster’s Dictionary definesa gatute of limitation as," A atuteassigninga oertain time after which
rights cannot be enforced by legal action or offenses cannot be punished.” Therefore, if a case hasnot
been indicted by the timethelimit runs, legal action cannot be taken.



white-collar crime cases. Smply because a case has been opened in one year does not
mean that thiscase will be indicted or convicted in that sasmeyear. Often, it might be
severa yearsbefore enough evidence has been gathered before a case can be presented to
agrand jury for indictment. Consequently, the inordinateamount of time it takes to fully
investigate these cases might cause a significant lag in the redlization of positiveeffectsfor
indictmentsand convictions. In any event, alonger study over severa years might yied

more definitiveanswers as to whether the unit has been effective.



Chapter 6

Conclusions

What can be said about the implementation of the White-Collar Crime Unit in
TravisCounty? Theresultsare mixed. Whileit did improve the amount of investigations
opened and the number of indictmentsissued, the datafor the convictionsobtained and
cases closed without court action are not what was expected. The Austin metropolitan
area continuesto grow, and with thisgrowth, crimes of dl typesare bound to increase.
However, | fed that the mere presence of this unit bodeswell for the prosecution of
white-collar crimesin Travis County. There now existsa better avenuefor victimsto seek
assistance. One suspectsthat if more units such as this were formed, the amount of white-
collar crimemight be alleviated.

However, the biggest problem that white-collar crimefacesin the United Statesis
not a lack of awareness, but the overshadowingof thist ype of crime's enormoudly
detrimental effects on the American people, by the other more violent crimes which
pervadeour society. When administrators are faced with funding decisionsregarding
crime, it isthe violent crimind that is more important in their minds, rather than one that
commitsawhite-collar offense. What needsto be emphasized to dl citizensis that white-
collar crime, while not necessarily as notoriously ugly as violent crimes, can be as
damagingto persons. They can losetheir whole livelihood.

The researcher hopesthat more efforts are made to tackle the problem of white-
collar crime. If the United Statesisto remain at the forefront of industrialized nations,
this problem must be addressed. Political lip service does not substitutefor adequate
funding of needed programs. AsBen Franklin isquoted, “A penny saved is a penny
earned.” Every penny that the American taxpayer can save through the reduction of

white-collar crime will reap greater economic benefitsin the future.
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