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			INTRODUCTION

			This book is intended as a reference tool for readers who wish to expand their basic knowledge about white-collar crime. Knowledge is power. Simplifying complicated information for non-specialists can have a significant impact in the fight against crime, since knowledge of one’s enemy helps one to develop strategies to defeat him/her. It is important to note here that the facts presented are based on international unified practices which are non-exclusive to a specific geographical area. Therefore, this broad framework of information needs to be adapted to individual, particular scenarios.

			The book is arranged as follows. Chapter one offers a theoretical framework and discusses the background, definition and forms of white-collar crime. Chapter two focuses on ways of preventing and dealing with it, describing the legal framework, legal instruments, case examples, investigative and competent authorities. Chapter three highlights the connection between white-collar and cross-border crime. Chapters four, five and six offer in-depth, real life examples of white-collar crime. The fourth chapter examines bribery in detail, the fifth analyzes fraud, whilst the sixth chapter is dedicated to money laundering. Finally, the last section presents conclusions and suggests the way forward.

		

	
		
			CHAPTER ONE: 

			WHAT IS WHITE-COLLAR CRIME? 

			This chapter will explain the rationale behind the designation “white-collar crime” and summarize its definition narratives. It will also differentiate between white-collar and other forms of crime, offering examples of both.  

			What is white-collar crime? Why has it been given this name? The term white-collar crime was first recognized in 1939. The first public treatment of the subject began with the sociologist Edwin Sutherland’s presidential address to the American Sociological Society and culminated with the publication of his book White Collar Crime.(1) Although it was first recognized by Sutherland, it was originally developed from the criminaloid concept employed by Edward Alsworth Ross, the America sociologist and major figure in criminology, in his 1907 writings on sin and society.(2) As for the term’s composition, it is actually derived from the collared shirts that employees typically wear (white-collar blouses), when the nature of administrative and clerical work required that the workers wore crisp, white dress shirts, back in the 1920s. 

			However, the term “white-collar” was not generally recognized in the labor system, whereas “blue-collar” was. For instance, the United States Department of Labor, Bureau of Labor Statistics, offers a definition of a blue-collar worker.(3) At this stage, it is important to know the difference between white-collar and blue-collar workers, in order to avoid future complications related to the perceived definition of white-collar crime. This raises a question: are such acts limited only to individuals of a high social class? What constitutes white-collar crime? Blue-collar crime, which generally refers to crimes committed by uniformed workers (= blue), are also perceived as crimes committed by individuals from a lower social stratum. This surely contradicts the proposed idea that financially motivated crime should not be associated with social class. So, to correct the perception of the term and draw a clear distinction between white collars and blue collars, it is important to know that a “blue-collar” worker does not indicate a poor individual, rather it denotes the designation/occupation itself. For instance, in certain cases, a blue-collar classified individual can earn more than a white-collar individual on an average income of approximately $US 90,600-92,600, if he/she works as a senior piping designer or an air traffic controller.(4) Another distinction is that blue-collar crimes are often considered more obvious and easily detected by law enforcement. In addition, blue-collar can suggest a police force uniform. Put simply, a white-collar crime is “a crime in which an office worker or someone in business illegally takes money from their employer or the people they deal with in their business”.(5)

			In Sutherland’s view, a white-collar crime is: “a crime committed by a person of respectability and high social status in the course of their occupation”. Yet in his writings, he further clarifies that crimes are not exclusively committed by lower-class offenders. Sutherland also explains that the total damages of white-collar crime are several times higher than those of all other crimes combined.(6) Thus, criminal behavioral patterns should not be solely attributed to the poor, due to their difficult social, environmental and psychological conditions, but also to the rich or so-called white-collar workers. However, Sutherland’s definition limits the perpetrators to certain groups of individuals who are white-collar workers, described as being high class, rich, educated, with no prior criminal or disciplinary record, etc.

			  

			1.1 The Definition

			Since the term “white-collar crime” was coined by Edwin H. Sutherland, debate still persists, as scholars and practitioners have not reached consensus on the definition. Although Sutherland was aware of criticism of his proposed definition, he stated that: 

			The purpose of the concept of white-collar crime is to call attention to a vast area of criminal behavior which is generally overlooked as criminal behavior, which is seldom brought within the score of the theories of criminal behavior, and which, when included, calls for modifications in the usual theories of criminal behavior.(7) 

			In 1996, a convention of approximately 30 academic experts was convened, with the aim of reaching consensus on the definition of white-collar crime. They concluded with the following definition:

			  

			illegal or unethical acts that violate fiduciary responsibility or public trust, committed by an individual or organization, usually during the course of legitimate occupational activity, by persons of high or respectable social status for personal or organizational gain.(8) 

			However, it was widely criticized. It is important to highlight that the definition of white-collar crime should be approached in light of modern developments concerning this definition. It will also be useful to recall trends in the narratives of the definition and to share the common characteristics which may eventually help in producing a practical definition free from the past ambiguities surrounding it. 

			Put simply, a white-collar crime is defined as an illegal act of a commercial or professional financial nature committed by persons of high social status in the course of exercising their professional activity. In the words of another sociologist, such crimes are: “Acts committed by persons from the highest strata of society . . . some acts are crimes . . . may be criminal or noncriminal in nature”.(9) Dr. Simons’ definition eliminates some limitation when it comes to legal ambiguities surrounding Sutherland’s definition, yet it is still vague in terms of strata attribution. This supports Bookman and Brightman’s criticisms regarding the restrictive scope of Sutherland’s definition.(10)

			Furthermore, Brightman asserts the fact that the term “white-collar crime” should be broader in scope and include virtually any non-violent act committed for financial gain, regardless of one’s social status.(11) Needless to say, many people have argued in favor of a status-neutral approach, since it is “arbitrary to distinguish identical behaviors, involving similar people with similar motives, calling one white-collar crime, and the other something else”.(12) These critics include Edelhertz (1970),(13) who defined white-collar crime as “an illegal act or series of illegal acts committed by nonphysical means and by concealment and guile, to obtain money or property, to avoid payment or loss of money or property, or to obtain business or personal advantage”.(14) 

			Building on Sutherland’s work, a significant contribution to white-collar crime research was made by Marshall Barron Clinard, the American sociologist and criminologist, and his colleague Richard Quinney, an American philosopher and criminologist, who both followed the white-collar crime research of Edwin Sutherland. They divided white-collar crime into two types: corporate crime and occupational crime. Corporate crime was defined as: “illegal behaviors that are committed by employees of a corporation to benefit the corporation, company, or business”.(15) Or it can also be defined as: “Offenses committed by corporate officials for their corporation and the offenses of the corporation itself”.(16) 

			On the other hand, occupational crime is: “violations of legal codes in the course of activity in a legitimate occupation”.(17) Or it can be defined as: “Offenses committed by individuals in the course of their occupations and the offenses of employees against their employers”.(18) Such classification is also used across different levels: the organizational, state authority, professional and individual levels.(19) The term “occupational white-collar crime” was also later defined from a moral perspective as: “Any act punishable by law which is committed through opportunity created in the course of an occupation that is legitimate”.(20) However, there are still some doubts, raised by Pontell, about the corporate-occupational dichotomy.  These doubts stem from the idea that such a distinction neglects the possibility of considering the organization as a vehicle for perpetrating crime against itself, thus constituting an organizational crime,(21) especially when acts of theft are perceived as collective instead of being viewed as individually committed by employees for personal gain.

			Further, Schrager and Short defined the term as: 

			an illegal act of omission or commission of an individual or a group of individuals in a formal organization in accordance with the operative goals of the organization, which has a serious physical or economic impact on employees, consumers, or the general public.(22)

			In the recent past, scholars have adopted a more systemic approach in defining white-collar crime, an example of which is a profit-driven crime typology that shifts the focus from actors to actions by distinguishing between market crime, predatory crime and commercial crime.  This suggests that financial crimes are opportunity driven, where executives and managers identify opportunities for illegal gain.(23)

			On the other hand, Friedrich’s typology included the following five categories: occupational crime, governmental crime, “hybrid” crime as a type of white-collar crime that refers to enterprise crime, contrepreneurial crime, technocrime and avocational crime.(24) 

			Enterprise Crime is the interrelated dealings of legitimate businesspeople, political officials and syndicate racketeers.(25)  Contrepreneurial crime is non-violent crime focused on financial gain, it is not violent by definition but it can lead to violence.(26) Examples of this include “get-rich-quick” schemes, land swindles, Ponzi and pyramid schemes.(27) Technocrime is a subset of white-collar crime in which technology is used to commit illegal activity, for instance, hacking.(28) Avocational crime refers to what Friedrichs calls a “residual” type of white-collar crime, that is, the avocational means related to an occupation or employment.(29) This means that crime is committed by the respectable members of a profession outside their field of occupation. An example would be copyright violation.(30) Another example of a different typology is a Norwegian study conducted by Catherine Filstad and Petter Gottschalk, where these two scholars claimed to offer a fresh perspective on characteristics of white-collar crime. Their outcomes challenged U.S. literature, which in their view was limited.(31) Filstad and Gottschalk placed white-collar crime into four main categories: fraud, corruption, manipulation and theft.(32)

			A middle ground typology of defining white-collar crime in terms of offense, the offender or both was also adopted by certain scholars. From the offense perspective, white-collar crime is a crime against property committed by non-physical means and by concealment or deception for personal or organizational gain. From the offender perspective, it is crime committed for personal or organizational gain by individuals who are wealthy, highly educated and socially connected, and who are typically employed by and in legitimate organizations.(33)

			However, there are also instances where crime can be grouped under certain umbrellas. White-collar crime often includes many legal infringements in a specific field, such as banking. Infringements committed by employees of banking institutions (in this case the banks) include tax evasion, smuggling of illegal capital and money laundering. Infringements linked to public office and committed by public officials include bribery, fraud and embezzlement. 

			White-collar crime has also been defined in a non-systematic manner, on a case-by-case basis, where the object of the crime is money or assets, regardless of the offender’s social status. 

			In the institutional world, especially that of competent organizations, white-collar crime has been defined as being:

			synonymous with the full range of frauds committed by business and government professionals. These crimes are characterized by deceit, concealment, or violation of trust and are not dependent on the application or threat of physical force or violence. The motivation behind these crimes is financial—to obtain or avoid losing money, property, or services or to secure a personal or business advantage.(34)

			To achieve consistency in the definition of white-collar crime, some analysts have highlighted its common characteristics, in an effort to distinguish it from most forms of traditional street crime. They have noted that first, there is legitimate access to the object of the crime, as a result of either occupational or class advantage. Second, perpetrators are financially motivated, either by private or collective financial gain. Third, there is actus rea (commission of the crime) and mens rea (intention to commit it); both are directed towards obtaining gain through deceitful means. However, it is argued that white-collar offenders neither think of themselves nor are commonly thought of as criminals.(35) Fourth, there is the mutable, violent nature of this type of crime; it is not commonly violent, yet this varies and depends on the means used for execution. Fifth, breach of trust is highly significant in this type of crime. Sixth, it is considered to be an advanced form of crime, as it is usually planned and generally deployed to cover up other criminal activity, creating a deceptive façade to disguise the true nature of what has occurred.(36) Seventh, it involves composite trial procedures, because it may require a grand jury in common legal systems. There are usually multiple perpetrators and cases may be pursued using both civil and criminal proceedings. 

			A great deal has been written about this in recent years. We have merely outlined the frame of the debate without going into greater depth, since:

			Such attempts are complicated by the absence of a normative or legal definition of white collar crime and the difficulty of deriving a least common denominator for so many disparate events.(37)

			It is safe to say that specific meanings of the term in such contexts remain widely divergent. White-collar crime is defined from different perspectives and what sets it apart from other crimes is mainly summarized by the absence of violence, although it may be committed via violent means and lead to violent consequences. Thus, the term “white-collar” carries certain implications. In the criminal realm, white-collar crime is associated with non-violent, financially motivated scams. Irrespective of social strata, the nomenclature white-collar crime refers to a garment worn by workers, indicating that it is weapon-free crime: “it is not violent by definition but it can lead to violence”.(38) 

			For the time being, white-collar crime is not and will not be linked exclusively to a particular social strata, due to economic diversity and the rise of white-collar jobs. Thus, a more realistic approach is to look at the characteristics of the crime, although I believe that reaching a common definition requires more than specification of a financial threshold as regards the object of the crime or listing a number of characteristics. It calls for an awareness and capacity to detect newly emerging, disguised and mutable white-collar crime, which is all linked to the constant variations in white-collar characteristics. From my point of view, in order to define white-collar crime and understand the term, attention should be focused on the perpetrators, as they all have one thing in common. They are all trying to whitewash their crimes and appear respectable, until their schemes start unraveling. 

			In order to give a clearer idea of the meaning of white-collar crime in everyday reality, examples from real life scenarios will be offered in the next chapter, in the section entitled “How?”. The following section, “Who?” explains who fights such crime and provides a rationale of why it is not exclusively linked to a specific social class. 
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			CHAPTER TWO:

			PREVENTION AND RESOLUTIONS

			Give a man a fish and you feed him for a day; teach a man to fish and you feed him for a lifetime. 

			– Proverb(39)

			

			In order to understand something, it is essential to know how it works. This is especially true of white-collar crime, which mutates as the modern world evolves. In this chapter, the “how” of this form of crime will be presented through examples of well-known contemporary schemes which have become the subject of case studies. A white-collar crime is usually carried out through a “carrier/enabler”. Well-known among these enablers are Ponzi and pyramid schemes. Although similar, these two schemes are not identical. 

			2.1 How? 

			A Ponzi scheme is closely related to a pyramid because it revolves around continuous recruiting and is identified with a type of financial fraud. Yet in a Ponzi scheme the promoter generally has no product to sell and pays no commission to investors who recruit new “members”. It depends purely on the skills of convincing people by making deceitful promises about future worthy investments. Nevertheless, having both schemes in the same case is plausible, where referral marketing is used to gain trust and reputation and fake promises concerning future investments are made to double the perpetrators’ gains.

			My business was simple, it was the old game of robbing Peter to pay Paul.

			– Charles Ponzi

			A Ponzi scheme is “an investment scheme that pays returns to early investors out of money invested by new investors rather than from genuine business profit”.(40) In English, there is an expression that nicely summarizes this scheme: it is “stealing from Peter to pay Paul”, and some law enforcement officers call Ponzi schemes “Peter-Paul” scams.(41) Such schemes require only proficient selling skills with promised returns at a later pay date, without the necessity of the promised stock having any real existence. Money is simply recycled from new investors to old ones. In such schemes, a common sign of something being wrong is usually when returns are very high and risks are minimal. Problems can also be indicated through the complicated strategies of the scheme, which are hard to digest, and lack of investment guarantees. This scheme was originally named after an American of Italian descent called Charles Ponzi. In the aftermath of the First World War, the economy gradually started to recover and perform well, and these types of speculative schemes increased, making people more vulnerable to fraud, as they wanted to accumulate wealth quickly. At the time, the Securities Commission had not been established, so there was not much protection against these methods. Ponzi exploited these circumstances and used his work in the postal service to send letters internationally, so that the addressee would then replace the stamp locally with another one suitable for use, and with the continuous fluctuation of mail prices, the price of the stamp differed from one country to another. Ponzi hired people to buy cheap international postage stamps in other countries, exchange them for more expensive postage stamps, then sell them and make big profits. This system penetrated the economic system in a smart and orchestrated way. 

			This type of exchange was known as arbitrage and is now legally permissible. Ponzi later expanded his efforts to grow more money artificially through his company, by making promises to investors that they would achieve returns of 50% in 45 days and 100% in 90 days, but instead of actually investing money, he only reallocated the money to investors. Old from new money. When Ponzi embarked on his plan, he attracted a large number of investors due to his reputation, established through his success in philatelic investments. It is worth noting that Ponzi at that time was unable to obtain a loan to support his business and the voucher trade did not provide the returns he had promised. This was why the idea crystallized of using the new investors’ money to pay the returns of old investors, while claiming that it was from the proceeds of his trade in vouchers. The scheme forced many credit companies to close. Ponzi was exposed in a somewhat unexpected way, since he had employed a worker outside the United States of America and a court ruling in Canada had specifically regulated business dealings with forged commercial papers (cheques). The Ponzi scheme was considered the largest fraud scheme in the history of the United States of America, although it soon crystallized again in the twenty-first century. Ponzi died in 1949 in Brazil, leaving a small sum, unequal to what he had previously earned using his ruse.(42) 

			In a similar manner, a pyramid scheme is based on network marketing, usually offering a victim the opportunity to “make” money, through offering a commission for recruiting more people into the scam.(43) Pyramid schemes are based on referral marketing where earnings are derived from pyramid-shaped commission through agents selling products and services, although the bonuses are not in any way tied to sales of merchandise but only to the recruitment. Simply put, they are “membership-based schemes, where individuals pay fees to join. The benefits they receive depend mainly on the number of new members that they recruit”.(44) The main warning indicators of a pyramid scheme are an emphasis on recruitment, tangible goods or services being used deceitfully to conceal the scam (conveying the idea that the business is real) and unreasonably high returns in a limited time. They can usually be detected through “two tell-tale signs that a product is simply being used to disguise a pyramid scheme: inventory loading and a lack of retail sales”.(45) Exposing lack of proof and documentation can also play a huge role in preventing such schemes from propagating. The scheme operates in an eight ball model,(46) a matrix model or network marketing(47) which is deployed nowadays using text messages, ads and other virtual/digital means. It usually starts with one recruiter who sits on the top of the hierarchy with a certain amount of upfront money paid by the first victim, based on the condition of recruiting a new member to recover his investment, who will also pay an upfront amount of money to the second individual, who is the first victim in this scenario and the loop goes on. The more people an individual recruits, the better the commissions and chances of recovering his. The pyramid keeps growing wider, in a top down expansion and customers become agents until it is no longer sustainable, and when it collapses the top of the pyramid has already secured a huge lump sum. Such a scheme is easy to spot, as any business that relies on recruitment rather than selling an actual product qualifies for being a potential pyramid scheme:

			There are a number of similarities between the life-cycles of pyramid schemes and Ponzi schemes. Both types of schemes typically proceed through the following stages: initiation; validation, when large and easy rewards earned by initial members generate strong word of mouth publicity; expansion, when a large number of people join or massive investments are received; and collapse, when defaults occur, the inflow of new funds or members stops, and the promoters may seek to abscond with money.(48)

			Eventually both schemes crumble due to lack of skill of its workforce. So, things are usually offered in pyramid schemes and recruitment is the primary means used, while Ponzi scams depends on good faith and exploitation of trust, without tangible guarantees. Usually they are more of a promise to invest. Nowadays, close attention is being paid to virtual space and currency, as new arenas within which these scams can operate.

			

			
				
					(39)	Although this proverb became popular around the 1950s, its first use (in the formation we now know today) was actually in the late 1800s. Anne Isabella Ritchie, a British writer, was the first to use it, in a book called Mrs. Dymond. See What Does Give a Man a Fish Mean?, Writing Explained, https://writingexplained.org/idiom-dictionary/give-a-man-a-fish (Dec. 13, 2019). 

				

				
					(40)	Lois De Koker, Pyramids and Ponzis: Financial Scams in Developing Countries, CGAP (Nov. 2012), https://www.cgap.org/blog/pyramids-and-ponzis-financial-scams-developing-countries.
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