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CHAPTER

OBJECTIVES

15

Explain the similarities between organized crime and
legitimate business enterprises.

Describe the characteristics of organized crime groups
in the United States.

Recognize the difficulties in using current
criminological theories to explain white-collar
criminals.

Understand the complexities in defining white-collar
crimes.

Identify different categories of white-collar crimes.

Identify societal impacts of white-collar crimes.

Explain white-collar crimes with historic and present
examples.

Describe factors that influence sentencing for white-
collar criminals.
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”

Modern crime, like modern business, is

tending toward centralization, organization,

and commercialization. Ours is a business

nation. Our criminals apply business

methods. The men and women of evil have

formed trusts.

—Colonel Henry Barrett Chamberlain1

Director, Chicago Crime Commission (1919)
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Introduction 
“Crimes of the powerful” refers to offenses com-
mitted by influential persons or groups in society.
These offenses are also characterized as “organ-
ized,” “white-collar,” and “enterprise” crime. In ad-
dition to the fact that both organized crime groups
and white-collar criminals have power, they also
share other common characteristics. First, they strive
for economic control of financial markets, both le-
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Organized Crime Sleeps with the Phishes

Two alleged Mafia members in the Gambino crime family pled guilty to charges that they used the Internet to defraud
customers out of more than $650 million. They also used telephones to attract victims by making offers of free pornog-
raphy, psychic readings, dating services, and sports betting tips to obtain their credit card numbers. Under a plea bar-
gaining agreement, RICO charges were dropped and the two men pled guilty to one count of conspiracy to commit mail
fraud and one count of extortion for trying to force a porn industry rival to pay them $1 million. They both face a 10-
year prison term and fines of $15 and $10 million respectively. Seven of their associates also pled guilty and face five-year
prison terms and fines of $1.7 to $30 million.

The technique they allegedly used, phishing, involves sending e-mail messages to Internet users that appear to be
from a legitimate source (e.g., banks, credit card companies, online merchants, or Internet service providers). These
notes promise some free service or lottery winnings or “warn” the recipient of problems with their Internet financial ac-
counts. They then ask the victim to provide personal and financial information such as birthdates, Social Security num-
bers, and PIN codes. They are then subject to identity theft, credit card fraud, and loss of funds. 

With the involvement of organized crime (not only La Cosa Nostra families but also Russian, Eastern European, and
Asian organized crime groups), phishing scams have become more concentrated and more sophisticated. To send their
e-mail messages, phishers also use computer worms that spread from one computer to another, making it impossible to
trace the original source. They also build armies of “zombie machines.” Zombies are created through the use of computer
viruses that allow remote control of computers. These machines are then used to send out the messages as spam and to
spread the viruses to other computers, starting the cycle over and over again.

This type of spam is very sophisticated. Typically, the messages carry announcements for low mortgage rates and
products such as Viagra. The e-mails carry viruses that can infect computers even if the user does not click on the attach-
ments. The viruses tend to go unnoticed by the user, but they track Internet use, keystrokes, and login passwords. Thus,
more than a computer crash is at stake.

In this case, the victims were attracted by 1-800 phone numbers that offered free samples of phone sex, psychic hot-
lines, and dating services that became recurring charges on their monthly phone bills. On the Internet, porn users were
asked to enter their credit card numbers for a “free tour” and were then billed for monthly charges of $20 to $90. The scam-
mers routinely changed their corporate names and processed their transactions in foreign countries to avoid detection.

Using our discussion of the attributes, methods, and aims of organized crime as a template for analysis, what is new
about this crime event? How is it consistent with the goals of organized crime and how is it different?

Sources: Michael Cohn, “Phishers Are Offshore Organized Crime Rings,” available at http://www.messagingpipeline.com/showArticle.jhtml?articleID=
22104317&_loopback=1. Dennis McCafferty, “Organized Cyber-Crime,” available at http://www.thewhir.com/features/organized-cybercrime.cfm;
MSNBC, “Crime and Punishment,” available at http://useractive.com/proxycgi.cgi?par2=http://msnbc.msn.com/id/6928696/; Kate Stoodley, “In 2005,
Organized Crime Will Back Phishers,” available at http://itmanagement.earthweb.com/secu/print.php/3451501.

gal and illegal. Typically, they desire monopolistic
control of a market so that they can control prices.
Second, they work to circumvent not only criminal
law but also governmental regulations that are
aimed at governing the market and protecting con-
sumers. Third, the crimes that they commit are
costly to society in both human and financial terms.
Finally, their goal is to accumulate wealth and exer-
cise power for the benefit of the organization and its
members, regardless of the cost to others in society.
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To this point, we have concentrated on “crimes
of the street”: murder, rape, robbery, burglary, and
theft. Thus, our focus generally has been on the
less affluent, more disenfranchised people in soci-
ety. Although members of the middle and upper
classes also commit these kinds of street crimes,
their position in society creates opportunities for
them to commit other kinds of crimes. In some
cases, crimes of the powerful are committed by in-
dividuals, but large and small groups are just as ca-
pable of this sort of criminal activity.

Criminologists have devoted a great deal of at-
tention to these forms of crime. This chapter pro-
vides an introduction to crimes of the powerful and
examines the methods, motives, patterns, and ex-
tent of organized and white-collar crime in this
country.

Organized Crime
A considerable number of criminal groups, includ-
ing street and prison gangs, exist in American soci-
ety at this time. Some of these groups are organized
along racial and ethnic lines. Almost every group of
immigrants to American society has developed some
form of organized crime, including the Irish, Jew-
ish, African-Americans, Puerto Ricans, Vietnamese,
and Chinese. This chapter focuses specifically on
two such organized crime groups. The first, the
Sicilian Mafia, became a model for others to fol-
low. The second, Russian organized crime, reveals
how the Sicilian model has been altered to fit
the expanding operations of new organized crime
groups.

Similarities Between Organized
Crime and Legitimate Business
Enterprises
Some marked similarities exist between organized
crime and legitimate businesses. Some common at-
tributes are historical. Abadinsky points out that
“robber barons” (e.g., John Jacob Astor, Cornelius
Vanderbilt, and John D. Rockefeller) founded
many of America’s foremost businesses but made
their fortunes in questionable ways.2 Nevertheless,
they all rose to the very top of American society, en-
joying not only great wealth but also legitimate sta-
tus and power. Bell suggested that organized crime
provides a similar function — a “queer ladder of
social mobility” by providing an opportunity for

achievement for immigrant groups.3 In other words,
it provides a method that is otherwise denied to
immigrants because of societal prejudice and bias.
In a classic example of Merton’s theory of anomie,
talented individuals gained access to the com-
monly held societal goals of wealth, status, and
power through illegitimate means because their ac-
cess to them by legitimate methods was blocked.
Merton believed that upper- and lower-class per-
sons adapt to societal goals (i.e., emphasizing
money and materialism), whether legitimately or
illegitimately, based on the opportunities to
achieve those goals. In a capitalist society, the op-
portunities to achieve goals are not equally distrib-
uted. If a person has access to numerous legitimate
opportunities to achieve wealth (e.g., the more suc-
cessful that person becomes, higher expectations
become harder and more difficult to achieve), ille-
gitimate means may be more enticing as barriers
arise to those higher expectations. Merton would
also point out that the difficulties in prosecuting
white-collar crimes might add to an environment
of anomie for privileged persons.

Organized crime attempts to gain monopolistic
control over illegal markets. As with legitimate
businesses, the goal is to maximize profit, mini-
mize risk, and meet the public demand for goods
and services. Illegal markets follow the same mar-
ket forces that legitimate businesses routinely deal
with (e.g., supply and demand) with the exception
that they seek monopolistic control, eliminating
competition to secure an absolute advantage in the
marketplace4 (see ).

Jay Albanese also argues that corporations of-
ten use the same tactics as organized crime families.
For example, the “captains of industry” — industry
leaders throughout American history — have em-
ployed violent tactics to break strikes and maintain
their control over a particular market or industry.
In the early 1970s, Lockheed Corporation made
payments to Japanese officials to obtain lucrative
business contracts and gain a clear advantage over
the competition.5 In order to hide their financial
operations and transactions, organized crime often
attempts to enter legal markets. Albanese main-
tains that these “takeovers” can be predicted (see

). Organized crime is most likely to enter
a market in which businesses are small and weak,
the markets are open and easy to enter, demand is

TABLE 15-2

TABLE 15-1
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LINK Merton’s theory of anomie is presented in Chapter 6.

30017_CH15_398_431_r7.qxp  4/7/06  3:13 PM  Page 401

© Jones and Bartlett Publishers. NOT FOR SALE OR DISTRIBUTION



inelastic, and the persons in charge are not well
trained.6

For example, criminological studies have doc-
umented organized crime involvement in the solid
and toxic waste disposal industries.7 Szasz reported
that corporations and the government made it
possible for organized crime families to become
involved in these businesses. Lax implementation
and enforcement of government regulations were
responsible for opening the door to this market.
Corporations sponsored further participation by
claiming that they were either ignorant of organ-
ized crime activity or powerless to take an active
role against it.8 When they attempt to enter legal
markets, it is typical that violence need only be
threatened, not actually used.

James Jacobs documents the control that or-
ganized crime families had over New York City’s le-
gitimate businesses, including the garment district,
the Fulton Fish Market, John F. Kennedy Airport,
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TABLE 15-1

Elements of Organized and White-Collar Crime

Element Organized Crime White-Collar Crime
Goal Money and power. Will attempt to fix Profit to amass economic and political power. 

elections to manipulate the political Will make illegal campaign contributions to 
system. Bribery and corruption of gain favor with politicians.
public officials (i.e., police, judiciary) 
to control the criminal justice system.

Product Provides illegal goods and services (drugs, Provides legal goods and services but will 
prostitution, gambling, etc.) Use of “muscle” engage in illegal methods to make a profit.
to squeeze out competitors.

Monopoly Aim is to dominate an industry or product Aim is to control an entire market (good or 
(often in a limited geographic area). Will service) to fix prices and insure profit. 
often attempt to enter and control legal
markets in order to protect funds generated
from illegal ventures.

Violence and harm Violence is used and/or threatened and is a Violence is indirect — both physical: providing 
common element. Is typically direct (i.e., unsafe products, pollution of the environment, 
murder with firearms), but illegal services and economic: the destruction of jobs and 
(like the drug trade) also produce great harm pensions, raising prices.
indirectly through the product sold. Economic
harm is also produced through the manipulation
of pension funds and creating a “crime tariff” on
construction and other legal goods and services.

Organizational Vertical and hierarchical with “Positional Power” — Dependent on the business involved but often 
structure power resides in the position rather than the bureaucratic and hierarchical. Specialization and 

person who holds it. Specialization and a division a division of labor are present as are rules and 
of labor are present as are rules and regulations to regulations to govern the organization. 
govern the organization. Organization is designed Organizations are designed to outlive their 
to last into the future (i.e., many crime families, founders.
like the “Gambino” family, outlive their namesake).

Membership Limited based on expertise (“Expert Power”) and Also based on expertise (specialized knowledge, 
often exclusive based upon race or ethnic advanced degrees), background, and ability.
background.

Genovese crime family members indicted for attempting
to control the trash hauling industry. 

? How does such involvement in legitimate
business by organized crime affect us all?

Source: Michael Bobellian, “Ebbers Sentenced to 25 Years for Role in WorldCom Fraud,” Law.com (July 14, 2005), available at http://www.law.com.
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the Javits Convention Center, and the waste haul-
ing and construction industries. He notes that the
Italian Mafia had several assets that made it attrac-
tive to legitimate businesses. First, the threat of vi-
olence deterred would-be competitors and helped
maintain control over union labor. Second, they
were a reliable business partner who could protect
them from other criminals or opportunists. Finally,
the organized crime families had “an entrepreneur-
ial world view and an aptitude for business.” One

of their prescribed methods was to take a cut of a
business rather than take it over. This method is
consistent with the Mafia norm “to wet its beak”
( fari vagnari u pizzu) and also an attribute noted in
a study of America’s excellent companies — “stick-
ing to the knitting” — concentrating on one’s spe-
cialty and avoiding overextension.9

In any event, organized crime is undoubtedly
entrepreneurial, opportunistic, and adaptable.10

Moreover, organized crime activities have become

Organized Crime 403

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52

1st pass Pages

TABLE 15-2

Organized Crime Risk Assessment Tool

Risk Factors Measurement Methods
Economic
Local standard of living is low, encouraging illegal activity. Local economic indicators.
High demand for product or service: specific drug, business protection, Addiction levels, arrests, surveys.
prostitution, etc.
Affordable supply of product or service (i.e., availability) Research estimates, seizures.
Competitive market: Is it favorable for entry/low barriers for criminal groups? Research and intelligence on the market.
Government
Local government weak in enforcing laws and contracts: The effectiveness of Comparative assessment of effectiveness.
government and courts in enforcing the law.
Corruption level among local government leaders and businesses: the extent to Reports and indicators of corruption.
which local institutions abuse their authority or engage in misconduct.
Laws that create or expand the illicit market (e.g., changes in drug laws, Analysis of new and existing laws.
and tax laws)
Law enforcement
Level of training of local law enforcement in organized crime investigation Comparative assessment of police 
(e.g., application of conspiracy laws, fraud and financial crime investigation, training in these areas.
use of informants, undercover operations, multijurisdictional task force 
investigations, witness protection methods, conflict of interest, ethics training).
Working conditions of local law enforcement (to encourage loyalty to profession: Comparative assessment of conditions.
e.g., salary level, nature of work assignments, promotional opportunities based 
on merit).
Level of government interference in police agency(s): Do other government Assess known past cases where this 
agencies interfere with police investigations or personnel? occurred.
Social/technological change
Social change? Do recent social changes create or expand illegal opportunity Research and intelligence on impact of 
in the market (e.g., local immigration wave, major political upheaval, and social changes.
cross-boarder travel)?
New technology? Creates or expands illegal opportunities for a product or Research on impact of current changes in 
service (e.g., level of Internet access, cell phones, and availability of weapons). technology.
Criminal history and special skills
Have criminals existed in this market in the past? (increasing the likelihood Police records, victimization surveys.
of future involvement)
Have criminal groups existed in this market in the past? (increasing the Police records, victimization surveys.
likelihood of organized crime group involvement in the market)
Are technical or language skills or other special access required to participate Comparative level of skills/access needed.
in the illicit activity (i.e., barriers to entry for new offenders)?
Harm
How serious is the potential harm? Estimate the financial and human costs Projections of cost and social impact.
of the activity upon this jurisdiction.

Source: Jay S. Albanese, “The Prediction and Control of Organized Crime: A Risk Assessment Instrument for Targeting Law Enforcement Efforts,” Re-
search Partnership with Ukraine: Teaming U.S. Researchers and Practitioners with Ukrainian Counterparts to Research High Priority Crime Topics,
available at http://www.ojp.usdoj.gov/nij/international/programs/ukr_pred_text.html. Reproduced with permission from the U.S. Department of Justice. 
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THEORY IN ACTION

THEORY IN ACTION The Yakuza

The Yakuza of Japan are one of the world’s most power-
ful organized crime groups. Their members trace their
origins back to the 17th-century samurai warrior out-
siders (kabuki-mono — the “crazy ones”) or the under-
dog, folk heroes (machi-yokko — “servants of the town”)
who stood up like Robin Hood for the poor and defense-
less against marauders. After the collapse of the Japan-
ese government after World War II, another Yakuza
precursor (the gurentai) patterned themselves after
America’s Al Capone-like gangsters and used violence
and threats to extort money. 

The Yakuza follow a typical pyramid power structure
with the patriarch in charge and his followers below him
in an oyabun (“father-role”) and kobun (“child-role”) re-
lationship. After admittance to the Yakuza, the member
must accept this role and pledge unquestioning loyalty
and obedience to the boss. In return, the boss must pro-
vide protection and good counsel.

The formal organizational structure of the Yakuza is
complex. The kumicho (“supreme boss”) is counseled by
the saiko komon (“senior advisor”) and followed by the
so-honbucho (“headquarters chief”). Immediately after
them is the regional boss (wakagashira or “number two
man”), who runs several local gangs and is assisted by
the fuku-honbucho who also operates several local gangs.
Typically, a Yakuza family is made up of dozens of shatei
(younger brothers) and wakashu (junior leaders).

Yakuza members typically have two prominent phys-
ical attributes. Often they are heavily tattooed over
their entire torso, demonstrating their proud status as
“outsiders” as well as their ability to withstand pain. If
they have committed an offense against the boss, parts
of their little finger are often missing. This punishment
(known as yubizume) is self-inflicted and is symbolic of
the loss of their ability to wield a samurai sword skill-
fully.

The Yakuza are heavily ensconced in Japanese soci-
ety. Through violence and intimidation, they estab-
lished their presence in legitimate businesses. In terms
of criminal enterprises, they are involved in gun, drug
(heroin and methamphetamines), and human traffick-
ing (foreign women as sex slaves and foreign workers),
prostitution, gambling, and white-collar crime (invest-
ment fraud and money laundering) activity in both Japan
and the United States.

With regard to these attributes, do the Yakuza follow
the alien conspiracy or the local, ethnic group model?

Sources: Anthony Bruno, “The Yakuza, the Japanese Mafia,” The Crime
Library, available at http://www.crimelibrary.com/gangsters_outlaws/
gang/yakuza/1.html?sect=25; David E. Kaplan and Alec Dubro,
Yakuza: Japan’s Criminal Underworld (Berkeley, CA: University of Cali-
fornia Press, 2003); Michael D. Lyman and Gary W. Potter, Organized
Crime (Upper Saddle River, NJ: Prentice-Hall, 2004), 346–347.

diversified, moving beyond the traditional “rack-
ets” (e.g., from prostitution to pornographic video
cassettes). Like corporations, organized crime has
developed into a conglomerate, franchising mar-
kets and firms — “the McDonald’s-ization of the
Mafia.”11 Indeed, evidence shows that the Mafia
crime families have become involved in white-
collar crime scams in health insurance fraud, pre-
paid telephone cards, and victimization of small
Wall Street brokerage houses with loans to stock-
brokers who are in debt or need capital to expand
their business. Thus, the Mafia has diversified
into legal markets through the use of their tradi-
tional illegal methods.12
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Theories of Organized Crime 

The Alien Conspiracy Model
According to the alien conspiracy model, foreign
criminals (i.e., Sicilians) imported the crime values
and family structures and secretly control crime ac-
tivities in this country. In terms of structure, organ-
ized crime is a business-like hierarchy based on a
system of formally defined relationships, obliga-
tions, and duties. presents the organi-
zational hierarchy of the Philadelphia organized
crime family in 1990. The head of the family (capo)
is the key leader. He receives advice from his coun-

FIGURE 15-1
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selor (consigliere) and delegates authority to the un-
derboss. In turn, the underboss supervises the ac-
tivities of the captains (caporegimas), who are

responsible for the activities of their soldiers. Sol-
diers are typically employees of the family, not “made
members” (those who have killed in the name of

Theories of Organized Crime 405
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THEORY IN ACTION The Fuk Ching

The Fuk Ching gang is an example of Chinese transna-
tional organized crime. One of the most powerful Chi-
nese gangs in the United States, the Fuk Ching gang
primarily operates in New York City, where it operates
extortion and protection rackets that victimize busi-
nesses in Chinatown neighborhoods. It also engages in
human (illegal movement of migrants) and drug (heroin
and methamphetamines) trafficking and ownership of
legitimate businesses.

In terms of organizational structure, one of the key
features of the Fuk Ching is its relationship to Chinese
adult organizations known as tongs. The Fuk Ching are af-
filiated with the Fukein American Association, giving them
a physical hangout and also a legitimate reason to operate
in the community served by the tong. In some cases, the
tong may protect the gang’s gambling operations and sup-
ply them with necessities such as guns and money.

Their internal structure follows a family model. The
grandfather (ah kung) or uncle (shuk foo) is the leader

of the tong. The head of the gang is the dai dai lo (the
“big, big brother”) who communicates with the head of
the tong. In descending order, the gang leader is fol-
lowed by dai los (“big brothers”), the yee lo/sam lo
(clique leaders), and the mai jai (“little horses”) at the
bottom of the organizational pyramid. Gang norms in-
clude respecting the ah kung, beating up members of
other gangs on one’s turf, not using drugs, following
the orders of the dai lo, and not betraying the gang.
Punishment for violators includes beating and death.

With regard to these attributes, do the Fuk Ching fol-
low the alien conspiracy model or the local, ethnic
group model?

Sources: James O. Finckenauer, “Chinese Transnational Organized
Crime: The Fuk Ching,” National Institute of Justice International,
available at http://www.ojp.usdoj.gov/nij/international/chinese.html;
William Kleinknecht, The New Ethnic Mobs (New York: The Free Press,
1996), 166–174; Michael D. Lyman and Gary W. Potter, Organized Crime
(Upper Saddle River, NJ: Prentice-Hall, 2004), 345.

Capo
(boss)

Nicodemo Scarfo (61)

Consigliere
(counselor)

Anthony Piccolo (68)

Underboss

(vacant)

Caporegima
(captain)

J. Ciancaglini
(56)

Soldiers

Caporegima

Santo Idone
(70)

Soldiers

Caporegima

F. Iannarella Jr.
(43)

Soldiers

Caporegima

Jospeh Licata
(49)

Soldiers

Chart from Pennsylvania Crime Commission, 1991
Source: Courtesy of the Commonwealth of Pennsylvania.

FIGURE 15-1
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the family and undertaken a secret oath). Accord-
ing to the Task Force on Organized Crime of the
President’s Commission, this organized crime
structure is national in scope, with several families
operating across the country. These bosses formed
a commission to govern activities across the United
States.13 summarizes the key elements
of the alien conspiracy model.

Central to the alien conspiracy model is the
Mafia Code, which is a list of secret oaths and
norms that govern behavior within the family. This
code includes the following elements:

1. Omerta: Family members must maintain the
secrecy of the organization, its operations, and
membership.

2. Loyalty: The organization comes before the in-
dividual and his family.

3. Respect: Members must respect other members
of the organization and never harm them in
any way. In addition, members must be honest
in all relationships with one another. Reputed
Mafia head Joseph Bonanno referred to Sicil-
ians who follow “The Tradition” as “Men of
Honor” (uomo di rispetto) who arbitrated dis-
putes with both diplomacy and violence.14

4. Discipline: Orders are to be carried out and
strictly obeyed. The “stand-up guy” who lives
by the rules and will die for them is the hero of
this social system.15

Although these norms have been popularized
by films and novels, the alien conspiracy model is
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also exaggerated. Joseph Albini offers several rea-
sons for the persistence of this traditional conspir-
acy view:16

• Belief in a secret society (especially Sicilians)
allows Americans to ignore the fact that they
are responsible for the great demand for illegal
goods and services.

• It creates the image of an all-powerful menace
that the government must take the necessary
steps to destroy. 

• The Mafia has served to provide entertainment
and excitement for a public that does not fear
its existence and wants to believe in it.

The Local, Ethnic Group Model
Several scholars disagree that organized crime rep-
resents a unified, national conspiracy.17 Rather, they
suggest that crime bodies are independent, local en-
tities, often centered in major cities, with no formal
national ties. Here, “organized criminality occurs
in an informal, loosely structured, open system.”18

Function, not rational bureaucratic action, deter-
mines structure. Still, most families share some “cul-
tural underpinnings,” including the following: 

• Strong familial ties and obligations and a her-
itage of kinship, ethnicity, and clannishness

• A distrust of outsiders and government
• A proclivity for sanctioned violence and private

revenge (e.g., the Sicilian vendetta or “blood
feud”)

• A capacity for effective organization, including
a pragmatic recognition of the need for cooper-
ation and coordination with competing crime
groups.19 Haller notes that Al Capone’s gang
was most effective in organizing and effectively
using the talents of nonmembers.20

• The savvy is to cultivate the goodwill of local
residents and simultaneously exploit them for
personal advantage. For example, the estate of
the late New York City boss, Carlo Gambino, do-
nated money to construct a new wing of a cancer
hospital. Also in New York, reputed boss John
Gotti regularly staged a Fourth of July celebra-
tion, complete with a fireworks display, in his
neighborhood. When he was sentenced to life in
prison for murder, a crowd of people protested.

Unlike the alien conspiracy model, the local,
ethnic group model maintains that the locus of
control is limited to certain cities or areas of the
country. Here, the level of organization is rational
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TABLE 15-3

Organized Crime: The Alien Conspiracy Model

• Organized crime groups exhibit many structural features
of legitimate corporate enterprises. For example, they
are rationally and bureaucratically structured to maxi-
mize profits gained from illegal enterprise. Nevertheless,
they also feature feudal elements of a “Mafia code.”

• Like businesses, they seek to monopolize criminal enter-
prises by expanding in size and forming large cartels of
national and international scope.

• Ethnic or racial identity (especially Sicilian Italian) is
the key to determining group membership in organized
crime.

• Organized crime groups undermine the very foundations
of democracy by corrupting public servants and profes-
sionals.

Source: Based on Stephen Mastrofski and Gary Potter, “Controlling Or-
ganized Crime: A Critique of Law Enforcement Policy,” Criminal Justice
Policy Review 2 (1987): 270–272.
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but not bureaucratic. For example, Ianni noted
that kinship played a significant role in the recruit-
ment of crime family members but that expertise
was also a factor.21 Albini stressed the cohesive na-
ture of the patron–client relationship as a central
element in family formations.22 An individual’s con-
nections enable him to get things done — the so-
cial network.23 These roles shift depending on the
nature of the transaction and the ability of the indi-
vidual to meet obligations.

Mark Haller maintains that organized crime fam-
ilies often act in the same manner as organizations
such as the Rotary Club. They can provide mem-
bers with contacts, mutual assistance, and partner-
ship opportunities.24 Similarly, Alan Block has argued
that the conspiracy model must be abandoned. The
term illegal enterprise should be used in place of or-
ganized crime.25 Instead of following strict organi-
zational lines, families are decentralized. The boss

must be consulted, not only out of respect, but also
because he can make schemes work and provide
protection. For example, “Donnie Brasco” (an un-
dercover FBI agent who infiltrates the Mafia in the
1997 movie by the same name) details the steps that
he had to take to start a vending machine operation
in the territory of Milwaukee crime family boss
Frank Balistrieri. Although the final deal never ma-
terialized, Brasco had to arrange to pay tribute
money to Balistrieri before any plans could be put
in place.26 All members are permitted to engage in
any type of money-making activity, as long as the
boss receives tribute.27 Small, fragmented enter-
prises, not large corporate syndicates, tend to dom-
inate illegal markets.28

These values may, of course, contradict one an-
other and thereby set up inconsistencies in Mafia
behavior. For example, the traditional notion is that
Mafia dons were disinterested in drug trafficking,
regarding it as too dangerous and as intolerable
to the public. This position allowed these gangsters
to engage in moral posturing. Nevertheless, there is
strong evidence of long and deep Mafia involve-
ment in drug sales. Family leaders were unable to
keep their associates out of this large, lucrative
market. Moreover, as Peter Lupsha noted, such or-
ganized crime luminaries as Charles “Lucky” Lu-
ciano and Vito Genovese had official criminal
records for heroin trafficking. Luciano started the in-
famous “French Connection” heroin route to the
United States. Many dons who opposed drug sales
tried to keep their people out of it through threats
(Bonanno) or bribes (Accardo).29 In fact, Capeci
states that Joseph Bonanno used his legitimate
businesses in the United States, Canada, and Haiti
to smuggle heroin and make millions of dollars
with his partner, Carmine Galante.30 Others, such
as Philadelphia’s Angelo Bruno, franchised the drug
trade to others, such as the Greeks and motor-
cycle gangs (the Outlaws). Lupsha contends that
Mafia dominance of the drug market faded with the
drop in demand for heroin.31 Obviously, the Mafia
will not simply abandon the drug trade for moral
or any other reason while consumer demand and
vast profits remain.

The Mafia: La Cosa Nostra
The Mafia (also known as “La Cosa Nostra”) offers
a powerful and recurring image of crime in Amer-
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John Gotti, nicknamed the “Teflon Don” because of his
ability to elude prosecution. He was eventually convicted
and died in prison of cancer. 

? How do the “Dons” obtain and maintain their
power?
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ica. La Cosa Nostra, which literally means our thing
in Italian, it is a “shorthand” term used by Mafia
members. The federal government made further
use of shorthand when it reduced this term to the
acronym “LCN.” Italian organized crime groups
are also referred to as the Mob, the Outfit, and the
Office.

Organized crime is a favorite Hollywood theme,
as evidenced by films such as the Godfather series
and Goodfellas and the television series The Sopra-
nos. Both the President’s Commission report (1967)
and Donald Cressey’s influential Theft of a Nation
cited the existence of an all-powerful secret organ-
ization that controlled crime in this country.32 This
view was also perpetuated by events like the 1957
discovery of a meeting of organized crime leaders
in Apalachin, New York, and the testimony of La
Cosa Nostra member Joseph Valachi before the
U.S. Senate in 1963.33 These common threads
formed a portrait of an omnipotent national crime
syndicate known as the Mafia. Although the organ-
ization did indeed exist, its all-powerful nature was
often exaggerated.

Indeed, La Cosa Nostra is either the prototype
for other organized crime models or it has the same
critical features. Jacobs asserts that La Cosa Nostra
“stands apart” for several reasons:34

No other organized-crime group has shown any-
thing resembling the business sophistication
and acumen of the Italian American organized-
crime families. No other group has demon-
strated the ability to control labor unions,
much less play the roles of peacemaker, cartel
enforcer, and “fixer” for entire industries. None
has become a political force by underwriting
campaigns and taking control of grassroots
party organizations. Cosa Nostra is distinctive,
even unique, because it has successfully pene-
trated labor unions to seize control of legiti-
mate industries.

Thus, La Cosa Nostra is a unique example of or-
ganized crime. 

Yet, there is some controversy over the proper
definition of organized crime.35 For example, to
what extent and in what manner is crime “organ-
ized?” Generally, elements of the definition con-
sider the breadth of organized crime operations,
the markets and products they deal in, and their
typical methods of operation. 

Organized crime families seek to establish and
maintain monopolistic control over various profitable
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activities, both legal and illegal (see ).
They use violence as an instrument: first, to gain
monopoly control over an enterprise by eliminat-
ing or discouraging competitors and, second, as a
means of internal discipline to maintain control
over family members. They also attempt to elude
the criminal justice system by bribing and corrupt-
ing government officials. The existence and survival
of organized crime groups are based on societal de-
mand for the illegal goods and services that are
provided by them.36 Thus, the profit motive drives
organized crime families. They seek the same goals
of any business enterprise. They provide goods and
services for which there is a well-established public
demand but that are not widely available because
they are illegal (e.g., narcotics, gambling, and pros-
titution). gives two official definitions of
organized crime, as well as its elements as defined
by criminologists.

Lupsha argues that organized crime in America
is a reflection of American values and a twist on ra-
tional choice theory. The supposedly easy money
draws people to organized crime — only “suckers”
work.37

TABLE 15-5

TABLE 15-4
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TABLE 15-4

Organized Crime Activities

Legitimate Industry Illegal Activities 
Food products Gambling (e.g., numbers, 
Realty policy, dice, bookmaking)
Restaurants Narcotics
Garbage disposal Loan sharking
Produce Labor racketeering
Garment manufacturing Extortion
Bars and taverns
Waterfront
Securities
Labor unions
Vending machines

Source: President’s Commission on Law Enforcement and the Adminis-
tration of Justice, The Challenge of Crime in a Free Society (Washing-
ton, DC: U.S. Government Printing Office, 1967): 164.

LINK

LINK Rational choice theory is discussed in Chapter 3. Ra-
tional choice theory holds that all persons, even criminals, rea-
son and weigh their actions and the consequences. If humans
are rational creatures, then individuals who are privileged or
highly educated would have an advantage in weighing pros and
cons of an action, including a criminal action. They have more
knowledge and opportunities to make more informed decisions
on whether to engage in illegal activities.

30017_CH15_398_431_r7.qxp  4/7/06  3:13 PM  Page 408

© Jones and Bartlett Publishers. NOT FOR SALE OR DISTRIBUTION



Headhunting: The Racketeer
Influenced and Corrupt
Organizations Statute
Given their insistence that the Mafia is a nation-
wide conspiracy, law enforcement officials tradi-
tionally have sought to control organized crime by
apprehending and prosecuting family members, es-
pecially the bosses. In other words, they engage in
headhunting. Heads of criminal families are tar-
geted, and a “scorched earth” policy is followed:
“freezing or seizing the assets used in or obtained
through criminal enterprise.”38

Since 1970, several specific law enforcement
strategies to combat organized crime have been de-
signed. The central issue surrounding them is
that they may pose a threat to civil liberties. Pri-
marily, they are based on Packer’s “crime control
model”: the idea that certain harsh methods are
necessary to capture criminals and that if abuses
occur they will be corrected later in the criminal
justice process.39 The best example of this ap-
proach is the Organized Crime Control Act, passed

Law Enforcement Methods
to Combat Organized Crime

by Congress and signed by President Nixon in 1970.
One segment of this law is the Racketeer Influ-
enced and Corrupt Organizations Act (RICO),
which has been criticized as being too inclusive of
individuals and groups that would not traditionally
be labeled as organized crime. Here, again, the
problem lies in how to define organized crime. Ac-
cording to RICO, organized crime consists of the
acquisition, operation, or income from an “enter-
prise” through a “pattern” of “racketeering activ-
ity.” An enterprise is defined as any individual or
group. A pattern is two or more offenses within a
10-year period, and racketeering activity is any of-
fense punishable by a year or more in prison.40

There are some problems with the headhunt-
ing approach. Stephen Mastrofski and Gary Potter
suggest that successful headhunting causes long-
term problems for society because organized crime
becomes more decentralized and less visible.41 New
tactics are needed to discover information about
organized crime activities: following large bank
transactions, real estate sales, and transfers of
funds to foreign bank accounts. Pagano argues that
organized crime-control strategies must focus on
systems because they remain intact when the bosses
are removed. More attention must be paid to illicit
markets and how they operate.42
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TABLE 15-5

Two Definitions of Organized Crime

Pennsylvania Crime Commission Definition:
The unlawful activity of an association trafficking in illegal goods and services, including but not limited to gambling, prostitu-
tion, loan sharking, controlled substances, labor racketeering or other unlawful activities or any continuing criminal or other un-
lawful practice that has as its objective large economic gain through fraudulent or coercive practices or improper governmental
interest.
Federal Bureau of Investigation Definition:
Any group having some manner of formalized structure whose primary objective is to obtain money through illegal activities. Such
groups maintain their position through the use or threat of violence, corrupt public officials, graft or extortion and generally have a
significant impact on the people in their locales or region or country as a whole. One major crime group epitomizes this definition
— La Cosa Nostra.
Elements and Attributes of Organized Crime:
Organized crime is defined by three elements: a criminal monopoly — total control of a market — that is gained through the
threat of the use of violence and corruption of the legal and political systems. The violence aims to create and maintain the mo-
nopoly through an atmosphere of fear and intimidation. Corruption supports the creation of the monopoly by using legal authori-
ties to help eliminate competitors. The third element, harm, is widespread as the integrity of the entire legal system is
compromised and citizens fail to support what they see as corrupted processes.
The attributes of organized crime include the following:
• Specializing in entrepreneurial enterprises that may also extend into the legal economy
• A hierarchical organizational structure
• Abnormally high rates of return relative to other criminal organizations

Sources: Pennsylvania Crime Commission, Organized Crime in Pennsylvania: A Decade of Change — 1990 Report (Conshohocken: Commonwealth of
Pennsylvania, 1991): 3; United Nations Office on Drugs and Crime, Results of a Pilot Survey of Forty Selected Organized Criminal Groups in Sixteen Coun-
tries (New York: United Nations, 2002): 4; James O. Finckenauer and Elin Waring, “Challenging the Russian Mafia Mystique,” National Institute of Jus-
tice Journal (April 2001): 5.
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Other strategies used to prosecute organized
crime from 1980 to 1990 included the use of court-
appointed trustees to oversee the operation of busi-
nesses (e.g., garment and construction industries)
and unions that had been infiltrated by organized
crime and regulatory strategies to monitor busi-
nesses and markets targeted by organized crime
(e.g., New York City Trade Waste Commission).43

The Federal Witness Protection
Program (WITSEC)
This program was developed by the Organized
Crime and Racketeering section of the U.S. Depart-
ment of Justice by Attorney General Robert F.
Kennedy and U.S. Attorney Gerald Shur. It was for-
mally authorized by the Organized Crime Control
Act of 1970 and again by the Comprehensive Crime
Control Act of 1984. The 1970 act granted the Attor-
ney General the authority to provide witnesses pro-
tection for their testimony against alleged offenders
who could retaliate against them. Thus, La Cosa
Nostra members such as Joseph Valachi and Sammy
“the Bull” Gravano broke their oath of silence
(omerta) and testified against bosses like John Gotti
in court.44 The program provided not only protec-
tion while testifying but also a new identity for wit-
nesses, relocation of themselves and their families,
and housing, medical care, job training, employ-
ment, and subsistence funding until they became
self-sufficient.45

Since its inception, more than 7500 witnesses
and 9500 family members have entered WITSEC,
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were given new identities, and were protected by the
U.S. Marshal’s Service. The testimonies of WITSEC
witnesses have generated an 89% conviction rate.
None of the witnesses who have followed program
guidelines has been harmed while under the protec-
tion of the U.S. Marshals, and less than 17% of the
participants have been arrested and charged with a
new crime after joining the program.46

Impact of Law Enforcement Methods
on Organized Crime 
In 1986, Fortune magazine published an article on
the top 50 Mafia bosses, similar to its famous list of
the top 500 legitimate companies.47 By the end of
2004, only six of the “Top 50” Mafia leaders were
out of prison, and the extent of their illegal activities
is doubtful. One of the leaders, Michael Franzese,
has become an author and a motivational speaker
based on his experiences. Two of the leaders could
not be located with Internet sources. As Fincke-
nauer notes, it is apparent that La Cosa Nostra has
been “severely crippled by law enforcement.”48

Russian Organized Crime
Despite inroads against La Cosa Nostra, organized
crime has arisen in other forms. For example,
motorcycle gangs such as Hells Angels and the Out-
laws have become involved in drug dealing, espe-
cially methamphetamines.49 In addition, organized
crime has become “transnational” in nature, cross-
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Headline Crime Sammy “The Bull” Gravano

In February 2000, former Mafia boss,
hit man, and WITSEC graduate,
Sammy “the Bull” Gravano was
charged with heading a drug ring
that distributed between 20,000 and
30,000 tablets per week of the drug
Ecstasy via a white-supremacist
gang to Phoenix (AZ) nightclubs.
He pled guilty to drug charges in
return for dropping more serious
charges of heading a criminal en-
terprise.

Although he admitted to com-
mitting 19 “hits,” including former
boss Big Paulie Castellano, Gravano’s
charges were reduced in exchange
for his testimony against his former
boss and mentor, John Gotti — the
“Teflon Don.” The target of federal
prosecution in three separate cases,
the charges never stuck, and Gotti
was always acquitted. After Gra-
vano’s testimony, he was finally
convicted and sentenced to life in

prison where he died of cancer in
2002.

After his testimony, Gravano
entered WITSEC but left the program
after two years. His crime was com-
mitted after his involvement with
the program. He is now serving a
20-year sentence in a federal prison.

Source: BBC News, “FBI and the Mafia: A tale
of betrayal,” (30 May 2001) available at
http://news.bbc.co.uk/1/hi/world/americas/
1290579.stm.
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ing boarders and continents to control illegal mar-
kets in all sorts of goods and services.50 For example,
Russian organized crime groups in the United States
have become involved in such markets as drugs,
arms trafficking, stolen automobiles, trafficking in
women and children, and money laundering.51

Russian organized crime groups have similari-
ties to and differences from La Cosa Nostra families.
Although Russian groups are often linked under the
all-encompassing label of “Mafia,” they do not look
anything like La Cosa Nostra. Their structure is
highly flexible — groups come together to commit a
crime for the financial gain and do not answer to
a boss or head. Their loyalty is not based on shared
ethnicity or culture. Their partnerships are more op-
portunistic, and they do not seek monopolization or
the systematic use of corruption.52 Both the Italian
Mafia and Russian organized crime groups began
by extorting their fellow immigrants but quickly
moved on to major enterprise offenses in main-
stream American society. In addition to using vio-
lence as a means to an end, both groups possess
high-tech equipment, including military weapons.53

The characteristics of the organization of the
Russian Mafia are attributable to the political and
economic structure of the former Soviet Union. Be-
cause of the rigid class structure under the czars and
later the state-run Soviet economy, the Russian pop-
ulace developed a “connive to survive” attitude in

which stealing from the nobility (or the govern-
ment) was not considered a crime, but “fit for the
taking.” Also, the black market was the normal vehi-
cle to obtain the basic necessities of life. It was under
the control of a professional criminal class (the vory
v zakone) who were career criminals completely de-
voted to a life of crime. These elements combined to
form a milieu of lawlessness that has aided the de-
velopment of Russian organized crime.54

These norms also account for the way in which
their crimes blend legal and illegal operations. In
the United States, the Russian Mafia has moved
into legitimate areas such as the textile industry
and the movie business, although these areas are
also used to launder money.55 Other fraudulent ac-
tivities conducted by the Russian Mafia include
fuel tax evasions and staged automobile accidents.
However, they are no strangers to extreme vio-
lence. Officials estimate that at least 65 murders in
the New York–New Jersey area alone are attributa-
ble to the Russian Mafia. Their financial abilities
are also evident. In 1999, a Russian organized crime
case involved laundering more than $7 billion
through legitimate channels.56 Thus, Russian Mafia
members have experience in complex areas of busi-
ness and technology and may thus represent an
even greater threat to society in the future.

White-Collar Crime
As with organized crime, the desire for profit drives
most white-collar crime, and individuals or groups
who wield considerable power perpetrate the crimes.
Unlike organized crime, however, well-respected
members of society who enjoy high social status
commit white-collar crime. In fact, it is precisely
the offender’s prominent status that provides the
opportunity for the crime.

The Sutherland Definition 
of White-Collar Crime
Building on the work of other criminologists and
social commentators, Edwin H. Sutherland pro-
vided the breakthrough appraisal of white-collar
crime; he defined a white-collar crime as “a crime
committed by a person of respectability and high
social status in the course of his occupation.”57

Sutherland gave three reasons why such actions are
criminal. First, the law states that these crimes
harm the public. For example, misrepresentation
in advertising, unfair labor practices, financial fraud,
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Members of the Russian Mafia are escorted from FBI
Headquarters. 

? How do the methods of La Cosa Nostra and the
Russian Mafia compare?
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violations of war regulations, and infringements of-
patents, trademarks, and copyrights are all crimes.
Second, penalties for practices such as forming
monopolies (or “combinations in restraint of
trade”) were already on the books. Third, these ac-
tivities are willful and intentional, and the motive
(profit, personal gain) is usually clear.

Sutherland called for a change in public values
so that respectable white-collar offenders would be
viewed as being equally as criminal as their street-
level counterparts. He claimed that white-collar
crime is not treated as seriously as street crime be-
cause the upper classes have the power to influence
the creation and administration of the law. He also
questioned criminological theories that focused ex-
clusively on the lower classes. Specifically, he rec-
ommended the use of his theory of differential
association to study white-collar crime. Like other
criminals, Sutherland believed that white-collar of-
fenders learned their methods, motives, and drives
through interaction in small personal groups.

The Impact of White-Collar Crime
Unquestionably, white-collar offenses are as harm-
ful to the public as street crimes. For example, esti-
mates suggest that the bailout required by the savings
and loan scandal will cost taxpayers as much as
$500 billion by the year 2021.58 Moreover, as Bohm
states, white-collar crimes are not always non-
violent59:

Conservative estimates show that each year at
least 10,000 lives are lost due to unnecessary
surgeries, 20,000 to errors in prescribing drugs,
20,000 to doctors spreading diseases in hos-
pitals, 100,000 to industrial disease, 14,000 to
industrial accidents, 200,000 to environmen-
tally caused cancers, and an unknown number
to lethal industrial products.

These deaths dwarf the number of murders recorded
each year.

The impact of white-collar and economic crime
on American society is considerable and alarming60:
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• Almost 3.25 million adult Americans discov-
ered that their personal information had been
misused through identity theft in the past year.

• The total cost of identity theft approaches $50
billion per year, with an average loss of $4800
per victim.

• According to the U.S. General Accounting
Office, healthcare fraud totals 10% of the
total healthcare expenditures each year —
approximately $100 billion.

• Check fraud is estimated to cost businesses
$10 billion per year.

• Internet fraud losses were over $14 million in
2002.

The American public clearly understands that
white-collar crimes represent severe threats to the
community. The seventh highest ranking crime listed
by a national survey of crime severity, which in-
cluded 1169 U.S. citizens contacted by phone, was
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LINK Sutherland’s theory of differential association is out-
lined in Chapter 7. Differential association applies to all crim-
inal activities. In reference to white-collar crimes, differential
association states that these criminals engage in illegal activ-
ities by learning from others they associate with, on a regular
basis, who engage in these practices. Privileged persons inter-
act with others of their same status, which allows for the
transmission of skills, motives, attitudes, and behaviors neces-
sary to commit the crime, to be learned by others.

The Exxon Valdez accident resulted in massive
environmental damage. 

? Do such accidents constitute crimes? How do
environmental disasters like this affect the
American public?
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TABLE 15-6

Victims of White-Collar Crime Reported to NIBRS, 1997–1999

Victims Property Fraud Bribery Counterfeiting Embezzlement Total
Individual 2,621,843 47,826 143 45,270 3,006 2,718,088
Business 934,469 47,907 16 55,676 17,627 1,055,695
Financial institution 11,378 2,989 0 5,310 182 19,859
Government 73,623 3,844 36 2,949 260 80,712
Religious organization 10,794 70 0 104 35 11,003
Society or other 417,217 1,357 3 1,236 246 420,059
Totals 4,069,324 103,993 198 110,545 21,356 4,305,416

Family members of a man who died while taking the
prescription painkiller Vioxx appearing at their wrongful
death civil trial. The man’s widow was awarded $253.4
million by the jurors. 

? Do corporations have the responsibility to
provide safe products and thoroughly test them
before they are marketed?

“a factory [that] knowingly gets rid of its waste in a
way that pollutes the water supply of a city [and]
20 people die.”61 Nevertheless, a similar survey
found that, among categories of white-collar crime,
the public considers those that involve physical
harm and price fixing the most serious.62 The pub-
lic also felt that white-collar offenders deserved to
be punished, including incarceration.

In 1999, the National Public Survey on White
Collar Crime determined that more than one in
three households had been victimized by white-
collar crime in the previous year. Although there are
many white-collar crime victims, a significant num-
ber of them did not report their victimization to the
authorities. Even more surprising is that, of those
victimized, 95% claimed they would report the of-
fense to police, although 41% did not report their
incident. The majority of the survey respondents
believed that white-collar crimes are important and
that there is great need to increase apprehension,
sanctioning, and resource allocations.63

Official figures on white-collar crime victimiza-
tion are difficult to estimate for several reasons.
First, white-collar crime offenses usually fall under
the jurisdiction of several different federal agencies
(such as the Food and Drug Administration or
the Internal Revenue Service). Second, the inves-
tigation of corporate crime is often left to regula-
tory and professional organizations (such as the
American Medical Association or the American Bar
Association) rather than law enforcement agencies.
Therefore, corporate crime is usually handled by
regulatory sanctions (such as “cease and desist” or-
ders) or in civil law cases.64 The NIBRS system
(Chapter 2), however, is making an attempt to com-
pile and count white-collar offenses as they do other
crimes. An estimate of white-collar victimization for
selected offenses and limited jurisdictions for 1997
to 1999 is presented in . According toTABLE 15-6

these figures, individuals were most likely to be the
victims of property and bribery offenses, whereas
businesses were most likely to be victimized in
crimes of fraud, counterfeiting, and embezzlement.

Coleman also documents the impact of white-
collar crimes. Ivan Boesky, the Wall Street financier
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and convicted inside trader, agreed to pay over
$100 million in fines — far more than the cost of
the total number of robberies each year. Although
the A. H. Robbins Company filed bankruptcy to
prevent additional lawsuit filings, approximately
$2.3 billion is in a trust fund to compensate victims
who used the “Dalkon Shield” (a dangerous birth
control device).65

White-collar crime differs from the street-level
variety in that it is more complex in method and
impact. In addition, the nature, degree, and volume
of victimization are more substantial.66 Victims of
white-collar crimes suffer greatly at the hands of
their “assailants,” even though the results of the
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crime may take years to become evident. For exam-
ple, exposure to unsafe working conditions can
cause long-term, progressively debilitating illnesses.
Victims of crimes such as the savings and loan
scandal may have a diminished faith in a free econ-
omy and business leaders, as well as a lower stan-
dard of living. The public may withhold financial
support and economic investment. Such crimes
also cause a loss of confidence in political institu-
tions, processes, and leaders and an erosion of pub-
lic morality.67 Victims of identity theft experience
increased psychological and physical distress that
is maintained over time, much like the victims of
violent and traditional property crimes.68 In terms

414 CHAPTER 15 Crimes of the Powerful 

1st pass Pages

THEORY IN ACTION

THEORY IN ACTION Sentencing White-Collar Criminals

Robert Waldrop is the founder of the Oscar Romero
Catholic Worker House in Oklahoma City, Oklahoma. This
institution helps people in need (i.e., the poor and the
homeless). Waldrop drew up this list of “Necessary Mea-
sures for Curbing the Corporate Crime Wave.”

1. The stockholders and management of corporations
convicted of felonies should lose their right to vote
and run for public office.

2. A registry should be maintained in each area of
criminal corporations, and any corporations con-
victed of a felony should be required to register
with the local police. A notice should be sent to all
of the neighbors that a criminal corporation is tak-
ing up residence in their locality.

3. Criminal corporations should lose all corporate wel-
fare benefits and government contracts.

4. Criminal corporations should be required to make
weekly visits to parole officers and their stockhold-
ers, and management should be subject to random
drug tests (either urine or hair).

5. Criminal corporations should not be allowed to op-
erate within 500 yards of a school, church, or li-
brary.

6. Criminal corporations should be required to place
the phrase “a criminal corporation” on all advertis-
ing, signs, and vehicles as a public warning.

7. If criminal corporations violate the terms of their

parole, their stockholders and officers should go to
jail.

8. In addition to the fine on the corporation, the per-
sonal assets of stockholders should be forfeited for
their criminal negligence and lack of oversight.

9. The increasing number of lawless corporations calls
for stricter penalties. Bring back the death penalty
for corporations. In this context, the “death penalty”
is the closure of the corporation, the forfeiture
of its assets to its victims and/or the govern-
ment, and the winding up of its affairs by a court-
appointed receiver.

10. Stockholders and management should be required
to wear monitoring bracelets for the duration of
their parole and may not travel outside of their ju-
risdiction without a written pass from their parole
officer.

11. The stockholders and management of criminal cor-
porations may not associate with stockholders and
management of other corporate felons and are for-
bidden to keep and bear arms.

Do Waldrop’s measures fit the aims of white-collar
crime sentencing listed in this chapter? If so, how?
If not, why not?

Source: Russell Mokhiber and Robert Weissman, “Corporate Focus:
Taming Corporate Criminals in 11 Easy Steps,” Alter Net (April 26,
2000) available at http://www.alternet.org/module/printversion/
1056. Reproduced with permission from R. Waldrop.
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of public policy, the boundaries between organized
and white-collar crimes will continue to blur be-
cause of inconsistent definitions of these terms and
the increasing number of new crimes (such as cy-
ber crimes) that add to the complexities of enforce-
ment. The public demands stricter enforcement of
these crimes and punishment of these offenders, al-
though allocated resources continue to be limited
and focus more on street crimes.69

Expanded Definitions 
of White-Collar Crime
Sutherland’s original definition of white-collar crime
has been criticized. Indeed, criminologists have had
some problems with accurately defining white-
collar crime and in adequately capturing all its nu-
ances and describing its many forms.70 Although
his sample included 70 of the largest manufactur-
ing, mining, and mercantile corporations in 1929
and 1938, Sutherland’s definition focused on the
individual white-collar criminal and did not con-
sider corporations or organizations acting as a
whole. This creates a dichotomy in the definition
of white-collar crime: crimes committed by (for)
and against the organization.71

The earliest studies of white-collar criminality
feature crimes committed by organizations. For ex-
ample, Clinard’s study of pricing and rationing vio-
lations during World War II found that businesses
committed 338,029 violations during 1944 alone.
Although agreeing that differential association could
explain some violations, Clinard argued that the per-
sonality of the violator also accounted for the
crime.72

Similarly, Hartung’s investigation of the whole-
sale meat industry in Detroit,73 Quinney’s analysis
of the violations of retail pharmacists,74 and Geis’
study of antitrust violations by manufacturers of
heavy electrical equipment75 all examined crimes
committed by organizations. Studies that followed
dealt with this dichotomy directly by expanding
the definition of white-collar crime to include cor-
porate criminality.

Shapiro argues that white-collar crime should
be viewed as an abuse of trust. From this perspec-
tive, white-collar criminals typically hold monopo-
lies of information that cannot be verified by their
clients. Clients are separated from the perpetrators
both physically and socially. Often, they act in a
collective fashion as a bank, charity, or company.
Usually, their activities are hidden and difficult to

follow. Thus, lying, stealing, misappropriation, self-
dealing, and corruption are violations of a relation-
ship based on trust.76

In effect, the definition of white-collar crime
has been split in two: occupational crime and cor-
porate crime.

Occupational Crime
Gary Green defines occupational crime as “any act
punishable by law that is committed through oppor-
tunity created in the course of an occupation that is
legal.”77 He also sets up a typology that focuses on
the beneficiary of the crime and separates the offend-
ers motivated by a desire for individual gain from
those who act on behalf of the organization. Occupa-
tional crime can be divided into four major types:78

1. Crimes committed for the benefit of an employing
organization. Here, the employers, not the indi-
viduals, benefit directly from the offense. In-
surance fraud in auto body repair is an example
of this type of crime. Paul Tracy and James Fox
conducted an experiment in which four drivers
took their damaged autos to 96 repair shops in
Massachusetts. Repair estimates were about
one third higher for drivers who said they were
covered by insurance than for those who said
they were not. This finding held despite the
type of car, the extent of the damage, the sex of
the driver, and the location of the shop.79

2. Crimes committed as the result of state-based
authority. To commit this type of crime, the of-
fender must be “legally vested with govern-
mental powers to make or enforce laws or to
command others.”80 Chambliss defines state-
organized crime as acts defined by law as crim-
inal and committed by state officials in the
pursuit of their job as representatives of the
state. For example, CIA support of opium-
growing feudal lords in the mountains of Viet-
nam, Laos, Cambodia, and Thailand during and
after the Vietnam War represented occupational
crime. Chambliss also includes arms smug-
gling (e.g., U.S. government arms sales to the
Nicaraguan Contras) and state-organized assas-
sinations (e.g., a CIA-sponsored coup in Chile
that resulted in the assassination of socialist
President Salvador Allende) in this category.

3. Crimes committed by professionals in their profes-
sional capacity. These crimes are a direct result of
the trust that others have vested in certain indi-
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viduals, usually an elite group (e.g., physicians,
attorneys, and psychologists). Several studies
have detected high levels of fraud committed by
physicians against the Medicare and Medicaid
programs. For example, doctors have submitted
bills for procedures (e.g., x-rays and blood and
urine tests) that were either unnecessary or
never performed.81 Psychiatrists have been sanc-
tioned for charging the cost of individual therapy
for patients treated in a group, billing for “ther-
apy” that involved sexual contact between pa-
tient and physician, and generally inflating the
cost of treatment.82 In these offenses, the victim
was not only the individual but also the taxpayer.
It is difficult to detect and effectively sanction
crimes committed under the veil of professional
confidentiality by autonomous practitioners.83

4. Occupational crimes committed by individuals for
personal gain. Put simply, these individuals have
the same motives as armed robbers or muggers.
Another study of auto repair shops revealed that
they may misrepresent the need for a new car
battery. Honesty was related to the presence of
the owner, the economic health of the shop, in-
centive or commission payment procedures,
and the longevity of the current management.84

Interventions (e.g., public service announce-
ments, filing of a suit against a major dealer, and
a letter from the California Bureau of Automo-
bile Repair) did not deter dishonest dealers.85

Clearly, the individual salesperson was attempt-
ing to gain through the sale of a new battery.

Corporate Crime
Kramer defines corporate crime as86:

crimes committed by corporate organizations.
They are the result of deliberate decision mak-
ing by persons who occupy structural positions
within the organization. The organization makes
decisions intentionally to benefit itself.

Two of the most infamous examples of corporate
crime are the Ford Pinto case and the savings and
loan scandal.

Ford Pinto Scandal
An article in Mother Jones magazine brought the Ford
Pinto case to the attention of the public. Mark
Dowie accused Ford Motor Company of ignoring a
life-threatening defect in its profitable subcompact,
the Pinto. Ford crash tested the Pinto and discov-
ered that in every test performed at over 25 miles
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per hour, the fuel tank ruptured. Although inex-
pensive modifications ($11 per car) would have
prevented any threat of fire, Ford decided not to
issue a recall. An internal cost–benefit analysis esti-
mated that the recall would cost Ford approxi-
mately $137 million, although 180 burn deaths
would result in a company loss of only $49.5 mil-
lion.87 In August of 1978, three Indiana teenagers
died when a rear-end collision caused their Pinto to
burst into flames. In 1980, Ford Motor Company
was indicted and brought to trial in Indiana under
the reckless homicide provision of a state law. It
was charged with building a dangerous vehicle and
ignoring the company’s duty to protect its cus-
tomers from known dangers.88 The trial resulted in
a jury verdict of not guilty. Nevertheless, the case
clearly established that a corporation could face
criminal liability because of its actions.89

Savings and Loan Scandal
The savings and loan (S&L) crisis introduced a new
form of corporate criminality: collective embezzle-
ment — the siphoning of company funds for per-
sonal use by top management at the expense of the
institution itself and with the implicit or explicit
sanction of its management.90 In effect, the S&L
executives robbed their own banks. 

During the 1970s, stagflation, high interest rates,
and slow growth plagued the S&L industry. In addi-
tion, the development of money market mutual
funds led to massive withdrawals from S&Ls. The
Reagan administration pushed deregulation as the
cure for the ills plaguing these institutions. The be-
lief was that loosening restraints would make S&Ls
more competitive under the “self-regulating mecha-
nisms of the free market.” Thus, restrictions on in-
terest rates paid by S&Ls were phased out.
Simultaneously, the federal protection offered by
the Federal Savings and Loan Insurance Corpora-
tion was raised from a maximum of $40,000 to
$100,000 per deposit.

The loosening of federal restrictions permitted
such practices as linked financing (“daisy chains”)
to occur. Here, deposits were made and loans were
made to the depositors. The brokers defaulted on
the loans, essentially obtaining free cash (“drag
loans”). Middlemen received a generous “finder’s
fee,” and S&L operators recorded hefty deposits
and inflated assets, which spelled extra bonuses
and dividends for S&L executives.

These practices developed under the S&L-
sponsored “casino economy.” Speculative ventures
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led to windfall profits. “Junk” bonds transformed
debt into wealth — one of the greatest fortunes in
Wall Street history. This “fiddling with money,”
however, only produces capital gains — not jobs or
products. The S&L corporate executives had little
to lose by reckless behavior: The taxpayers would
foot the bill for this casino extravaganza.

Thus, the S&L scandal is an example of a new
form of corporate crime: crime by the corporation
against the corporation with state complicity. Dereg-
ulation and the ideologies that fueled it gave birth
to this fraud epidemic. Deregulation unleashed the
temptation and the opportunity to commit fraud,
and the systematic embezzlement of company
funds became company policy.91

The Criminal Careers of Corporations
In Chapter 9, we considered the idea of career
criminality in which the focus was the individual
criminal. Here, we shift our concern to the criminal
careers of organizations. Again, the centerpiece of
the analysis is how frequently the same corporations
commit a crime. Is there a pattern to this level of
offending? These questions go back to Sutherland’s
original study.

Sutherland found that every corporation in his
sample had at least one judgment against it, but the
maximum number was 50. A total of 980 decisions
were levied. Specifically, 60 corporations had deci-
sions for restraint of trade, 53 for infringement, 44
for unfair labor practices, and 43 for miscellaneous
offenses, 28 for misrepresentation in advertising, and
26 for rebates. From the beginning, apparently, there
was a career-like pattern to corporate criminality.92

Clinard and Yeager conducted a large, sophisti-
cated examination of the pattern of corporate crim-
inality. Their study encompassed criminal actions
initiated or completed during 1975 and 1976 by 25
federal agencies. It examined the 477 largest pub-
licly owned manufacturing corporations and 105
of the largest wholesale, retail, and service corpora-
tions in the United States. The corporations in the
sample account for 1,553 federal cases filed by gov-
ernment agencies, or an average of 2.7 cases per
corporation. Over 60% of these corporations had at
least one federal case initiated against them. Almost
half of them had multiple violations and multiple
cases during 1975 to 1976. A few corporations

(13%) accounted for a disproportionate number
(52%) of offenses. Thus, “street” thugs are not the
only type of career criminals. Clinard and Yeager
speculated that these corporations had developed a
subculture favorable to unethical and illegal behav-
ior. Their executives and employees may have be-
come socialized to violate the law.93

Certain businesses had higher rates of offend-
ing. For example, the motor vehicle industry
accounted for half of the hazardous product vio-
lations. Oil corporations committed violations far
in excess of their size. Together, they accounted for
over 90% of the financial and over 70% of the wa-
ter pollution violations. 

Another possible predictor of corporate crime
is the “financial strain thesis”: corporations in de-
pressed industries and those with poor perform-
ance records tended to violate federal laws more
frequently than those that performed well. The study
also revealed that larger corporations, in terms of
sales, were more likely to commit violations than
were smaller ones.94

presents a compilation of the “Top
50 Criminal Corporations” of the 1990s. How does
this list compare with the presentation of the Top
50 Mafia Bosses presented earlier?

The Enron Scandal
The now infamous Enron scandal was one of the
greatest securities frauds in American history. Based
in Houston, Texas, the Enron Company was cre-
ated in 1985 when Houston Natural Gas merged
with a company called InterNorth. It grew quickly
and entered into the energy and commodities trad-
ing markets. It became one of the 10 largest compa-
nies in America and profited mightily from the 2001
energy crisis in California by selling electricity at
inflated prices.

Enron became involved in a number of such
complicated deals and contracts that plunged the
company into massive debt that was hidden from
its stockholders and lower-level employees. By Oc-
tober 2001, Enron was worth $1.2 billion less than
publicly reported. An investigation by the Federal
Securities and Exchange Commission revealed ille-
gal practices by high-ranking executives (such as
CEO Kenneth Lay), investment banking partners,
and even the company’s accounting firm (Arthur
Anderson).95 The indictment and prosecution of
Enron officials is well under way. The Enron expe-
rience represents “a corporation whose reckless-
ness and dishonesty has devastated thousands of

TABLE 15-7
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TABLE 15-7

The Top 50 Criminal Corporations of the 1990s

Name of Corporation Type of Crime Criminal Fine
1. F. Hoffman — LaRoche Ltd. Antitrust $500 million
2. Daiwa Bank Ltd. Financial $340 million
3. BASF Aktiengesellschaft Antitrust $225 million
4. SGL Carbon Aktiengesellschaft Antitrust $135 million
5. Exxon Corp. & Shipping* Environmental $125 million
6. UCAR International Inc. Antitrust $110 million
7. Archer Daniels Midland Antitrust $100 million
8. (tie) Banker’s Trust Financial $60 million
8. (tie) Sears Bankruptcy Recovery Management Services Fraud $60 million
10. Haarman & Reimer Corporation Antitrust $50 million
11. Louisiana-Pacific Corporation Environmental $37 million
12. Hoechst AG Antitrust $36 million
13. Damon Clinical Laboratories Fraud $35.2 million
14. C.R. Bard Inc. Food and Drug $30.9 million
15. Genetech Inc. Food and Drug $30 million
16. Nippon Gohsei Antitrust $21 million
17. (tie) Pfizer Inc. Antitrust $20 million
17. (tie) Summitville Consolidated Mining Co. Inc. Environmental $20 million
19. (tie) Lucas Western Inc. False Statements $18.5 million
19. (tie) Rockwell International Corporation Environmental $18.5 million
21. Royal Caribbean Cruises Ltd. Environmental $18 million
22. Teledyne Industries Inc. Fraud $17.5 million
23. Northrop False Statements $17 million
24. Litton Applied Technology Division and Litton Systems Canada Fraud $16.5 million
25. Iroquois Pipeline Operating Company Environmental $15 million
26. Eastman Chemical Company Antitrust $11 million
27. Copley Pharmaceutical Inc. Food and Drug $10.65 million
28. Lonza AG Antitrust $10.5 million
29. Kimberly Home Health Care Inc. Fraud $10.08 million
30. (tie) Ajinomoto Inc. Antitrust $10 million
30. (tie) Bank of Credit and Commerce International Financial $10 million
30. (tie) Kyowa Hakko Kogyo Co. Ltd. Antitrust $10 million
30. (tie) Warner-Lambert Company* Food and Drug $10 million
34. General Electric Fraud $9.5 million
35. (tie) Royal Caribbean Cruises Ltd. Environmental $9 million
35. (tie) Showa Denko Carbon Antitrust $9 million
37. IBM East Europe/Asia Ltd. Illegal Exports $8.5 million 
38. Empire Sanitary Landfill Inc. Campaign Finance $8 million
39. (tie) Eklof Marine Corporation Environmental $7 million
39. (tie) Colonial Pipeline Company Environmental $7 million
41. (tie) Rockwell International Corporation* Environmental $6.5 million
41. (tie) Chevron Environmental $6.5 million
43. Tokai Carbon Ltd. Co. Antitrust $6 million
44. (tie) Allied Clinical Laboratories Inc. Fraud $5 million
44. (tie) Northern Brands International Inc. Fraud $5 million
44. (tie) Ortho Pharmaceutical Corporation Obstruction of Justice $5 million
44. (tie) Unisys Bribery $5 million
44. Georgia Pacific Corporation Tax Evasion $5 million
49. Kanzaki Specialty Papers Inc. Antitrust $4.5 million
50. ConAgra Inc. Fraud $4.4 million
* These are “criminal recidivist companies” that committed more than one crime during the 1990s.

Source: Russell Mokhiber and Robert Weissman, “The Top 100 Corporate Criminals,” Alter Net (April 26, 2000), available at http://alternet.org/module/ 
printversion/1075, accessed November 11, 2005.
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innocent victims and has hung a cloud of public
distrust over American financial markets.”96 It is
hoped that this example will lead to the promotion
of ethical conduct and more socially responsible
behavior by corporations who place less emphasis
on profit making and more stress on the establish-
ment of economic democracy.97

Other Categories of 
White-Collar Crimes
White-collar crimes include a multitude of dimen-
sions that continue to expand and complicate this
area of study. Several crimes are studied and clas-
sified as white-collar crimes, although some re-
searchers are questioning whether they should still
be “housed under this umbrella.” Such crimes in-
clude environmental crimes, cyber crimes, and
money laundering. These crimes also expand na-
tional boundaries to the international arena. These
specific crimes may be broad concepts themselves
that encompass a wide variety of crimes that ex-
tend beyond the focus of white-collar crimes.
These illegal activities fall into more than one area
of criminology, but to date, they are still part of the
discussion of white-collar crimes.

Environmental Crimes
Environmental crime refers to a broad range of ille-
gal actions that endanger natural resources and the
health of all living creatures. One of the first envi-
ronmental problems to gain governmental atten-
tion in the 1970s was the issue of water pollution
because of its relationship to public health and dis-
eases.98 Since then, political and public attention to
violations of environmental standards allowed en-
vironmental crimes to be a staple within the study
of white-collar crimes.

Businesses and corporations were the first per-
petrators investigated and prosecuted under the
category of white-collar crimes. Although environ-
mental crimes cause more damage and harm to
greater numbers of people, this area is still limited
in existing research of the causes and consequences
of these actions. Consistent with white-collar crimes
in general, little attention is given to environmental
crimes. Limited resources exist for investigations,
and few cases are criminally prosecuted because of
the status and power of those committing these il-
legal acts. Civil suits against corporations are more
likely to occur than criminal prosecution. In the
United States, the Environmental Protection Agency

is responsible for protecting the environment and
public health by developing laws, supporting re-
search, conducting environmental testing, and ed-
ucating the public on these issues. This agency is
not responsible for prosecuting violators (U.S. De-
partment of Justice has taken this position), which
adds to the difficulty in resources, enforcement,
and sanctions for these activities.

Today, this concept includes crimes related to
dumping toxic waste, air pollution, dangerous con-
sumer products, aquatic pollution, environmental
racism, selling hazardous chemicals, employee ex-
posure to hazardous materials, and unsafe work ar-
eas. Globally, environmental terrorism includes
poaching, trafficking of illegal substances, and di-
verting rivers for water consumption.99 The FBI pri-
oritizes its work on environmental crimes to focus
on hazards that place workers at risk, environmen-
tal catastrophes, chronic violators of federal envi-
ronmental laws, and actions of organized crime
groups in the waste industry.100 Many of these crimes
have transitioned into their own areas of study
(i.e., employee safety) and within other areas of
study (i.e., organized crime and racism), but all
of them still hold a place in the discussion of white-
collar crimes.

Cyber Crimes
Cyber crimes or Internet crimes have still not been
strictly classified; criminologists are still trying
to determine where to place them in the field of
criminology and specifically in white-collar crimes.
The predecessor to Internet crimes — computer
crimes — has always been considered a white-
collar crime. Although many definitions exist, com-
puter crimes encompass any crime that involves
the use of a computer, whether suffering occurs for
the victim or gain is made for the perpetrator. This
crime falls under white-collar crimes because per-
sons who tended to have access to computers, be-
ginning in the 1960s, were professional, higher
status individuals. Cyber crimes have a shorter his-
tory under this field of study.

The term cyberspace came out of a science fic-
tion book from the 1980s to address space, without
a physical location.101 Today, cyberspace is used
extensively to address crimes that occur on the In-
ternet. Although limited research exists on the mo-
tivations of perpetrators, effects of victimization,
and the perpetuation and extent of these crimes,
new information emerges on a daily basis. Internet
crime information is also complex because cyber-
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space has no boundaries; for this reason, Internet
crime is inherently a global issue.

Crimes committed in cyberspace fall into sev-
eral different categories. Many of the crimes com-
mitted offline are not finding their way to the
online world and would not be traditionally de-
fined as white-collar crimes. Such crimes include
fraud, social engineering, identity theft, stalking,
harassment, copyright infringements, denial of serv-
ice attacks, and other crimes that are constantly
evolving. 

Current studies are finding that many of the cy-
ber criminals are not the privileged, upper-class
persons who are traditionally sought in white-col-
lar crimes.102 Although computer crimes are ad-
dressed in white-collar crimes discussions, cyber
crimes may earn a place in criminology all to them-
selves. 

Money Laundering
The complexity of money laundering does not
counter the simplicity of the practice: converting
monies obtained from illegal activities into the ap-
pearance of legitimate funds. Money laundering
allows criminals to go undetected by law enforce-
ment and other officials, and thus, they can spend
and enjoy the profits that they made by committing
crimes. Although participants of organized crime
commit a variety of acts, money laundering has
been a classic practice within this criminal group.
Today, money laundering is associated with drug-
related crimes, computer hackers, and terrorists
groups.

Money laundering has been classified as a white-
collar crime for a variety of reasons. Organized crime
groups, such as Russian groups and Al-Qaeda, have
a history of laundering money.103 These groups use
their privilege and status to hide illegally acquired
funds from detection. Bankers have used their posi-
tion and social trust to launder money to enhance
their profitability.104 Large investment corporations
(e.g., J. P. Morgan and Chase) have been investi-
gated for their role in the financial devastation with
the Enron Corporation.105 In all of these situations,
individuals, groups, and corporations used their
privilege and status to process illegal funds into le-
gitimate monies.

As with other white-collar crimes, few individ-
uals or groups are actually prosecuted. Federal acts
have been in place since the 1970s with the Bank
Secrecy Act requiring banks to produce reports to
justify their money processes. Enforcing these acts
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requires collaboration and cooperation from vari-
ous agencies at the local, state, and federal levels.
Since September 11, 2001, terrorist activities and
the funding of these activities have brought national
and international attention to money laundering.
The USA Patriot Act of 2001 even has provisions to
combat terrorism and terrorist activities that im-
pact the U.S. financial system.106 Money launder-
ing, like cyber crimes and environmental crimes,
has traditionally been placed under the heading of
white-collar crime, although increasing attention
and globalization may allow these crimes to ven-
ture into their own category of crime or expand to
include a multitude of other crimes that extend
well beyond the scope of traditional white-collar
crime research. 

The Careers of Individual 
White-Collar Criminals
Some evidence suggests that white-collar offenders
also have criminal careers. A study of white-collar
criminals revealed that they began their criminal
careers later and at a lower rate of offending than
street criminals.107 More than a quarter of tax of-
fenders had two or more prior arrests, and more than
10% of bank embezzlers and bribery offenders had
multiple prior arrests. Many of these repeat white-
collar offenders, ranging from 19% of bribery of-
fenders to 46% of credit fraud offenders, had prior
convictions. Among a subset of offenders who held
elite positions or owned significant assets, over
25% had criminal records (10% had felony convic-
tions; 6% had been previously incarcerated). In
short, white-collar criminals are often repeat of-
fenders and as such are not much different from
persistent street criminals.

Prosecution of 
White-Collar Criminals
Several studies have examined how the criminal jus-
tice system deals with white-collar offenders. Prose-
cutors are the gatekeepers of the sentencing process
and the prosecutorial process always involves selec-
tion, meaning that cases are chosen for prosecution
because of their severity but also because of the
strength of the evidence against the accused. Joan
Gurney’s study of economic crime cases (e.g., fraud,
embezzlement) determined that roughly one third
of 1,000 incidents were prosecuted in one midwest-
ern city over a 6-year period.108
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Several factors frame the decision to prosecute
white-collar crimes. Individuals were more likely
to be prosecuted than organizations, although the
probability of prosecution increased when the vic-
tim was an organization. A survey of California
prosecutors revealed that the primary obstacle to
prosecution was the level of resources available
to them.109 Political influence was also evident:
Prosecutors from small districts were less likely to
take on a corporate prosecution that would have a
major impact on the local economy. 

Prosecutorial decisions also vary by the type of
crime. Scott’s study of corporate collusion between
1946 and 1970 determined that price fixing was the
most common charge. On average, cases spanned 7
years and required 21 months to investigate and 23
months to litigate. There was no clear concentra-
tion of cases by industry. Most cases began with ne-
gotiations that start before charges were actually
filed. Although the penalties levied were often
weak, Scott believes that they did have a deterrent
effect.110

Sentencing typically follows the traditional ra-
tionales for the punishment of crime: retribution,
deterrence, and just deserts.111 In terms of retribu-
tion, white-collar offenders tend to be treated more
leniently than street criminals, although they may
inflict more harm and affect more people than other

crimes. White-collar criminals use their position to
violate public trust and should be punished as any
criminal would be. Punishment in the criminal jus-
tice system is a way of getting back at them for vio-
lating the public trust of their position in society.
General deterrence theory demands that we punish
these offenders severely to send a message that these
crimes are intolerable. Just deserts theory stresses
that the offender deserves to be punished because
they have committed a crime.

Sentencing of 
White-Collar Criminals
White-collar criminals are not always sentenced
severely. Some officials, including judges, believe
that these offenders have “suffered enough.”112 The
process of arrest and conviction causes them to lose
their high place in society and “fall from grace.”113

They are also especially sensitive to imprisonment
because of their lack of experience with the crimi-
nal justice system.114 A survey of New York judges
revealed their belief that prison was more severe
punishment for a white, middle-class offender than
the same sentence was for a black or Hispanic
lower-class offender.115 These feelings mirror the
concept of just deserts, which focuses on the dis-
grace that the commission of the offense brings to
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Headline Crime Adelphia Founder Sentenced to 15 Years

Adelphia founder John Rigas was
sentenced in federal court to 15
years in prison for looting the cable
company and defrauding its in-
vestors. His son, Tim Rigas, the com-
pany’s former CEO, received a 20-year
sentence. They were previously or-
dered to give up 95% of their assets
(approximately $1.5 billion) to set
up a compensation fund for the de-
frauded investors of the company. 

Adelphia went bankrupt, and
the Rigases were suspected of lying
about the company’s financial health
while they stole funds and assets
from the business. They were ac-

cused of conspiring to hide $2.3 bil-
lion in debts, stealing $100 million,
and lying to investors about the fi-
nancial health of the corporation.
Federal prosecutors had asked for
215-year sentences under federal
sentencing guidelines, noting that
the Rigases had driven the company
into bankruptcy.

Adelphia is in the process of sell-
ing its cable assets to Time Warner
and Comcast for $17.6 billion.

Which criminological theory
could explain the reasons why
John and Tim Rigas engaged
in fraud? What information is

needed to assist in making this
determination?

Is monetary compensation pun-
ishment enough for the Rigases?
Is jail time needed? How will
their punishment deter others
from committing these same
crimes?

Sources: “Adelphia Founder Gets 15-Year
Term; Son Gets 20: Rigases Were Convicted of
Stealing $100 Million in Company Funds,”
MSNBC (June 20, 2005), available at
http://www.msnbc.msn.com/id/8291040/;
“Adelphia Founder Sentenced to 15 Years,”
CNN Money (June 20, 2005), available at
http://money.cnn.com/2005/06/20/
news/newsmakers/rigas_sentencing/.
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the offender. Obviously, the public feels strongly
that these offenses are a threat and deserve severe
punishment. With just deserts, punishment causes
stigmatization. The criminal is branded and labeled
as an “offender.”

The sentencing of white-collar offenders, how-
ever, appears to be affected by bias. In a study of
offenders charged with the violation of federal se-
curity laws, David Eitle discovered that offenders
who had positions of authority and control in the
workplace were less likely to receive a punitive
sanction. The differences in outcome may not be
entirely due to bias but to prosecutorial resources
and expertise.116 There is also some evidence that
female white-collar offenders sanctioned under
federal sentencing guidelines received more lenient
sentences than males.117 Based on this evidence, it
appears that white-collar sanctions are subject to
the same pressures that plague the sentencing of
other offenders.

Shaming
John Braithwaite has suggested that punishing or-
ganizational criminals should take the more con-
structive approach of shaming.118 Shaming
involves the attempt to reintegrate offenders by
confronting them with the seriousness of their con-
duct while forgiving those who reform. Stigmatiza-
tion is largely counterproductive:119

Criminal subcultures are less likely to develop
when potent shaming is mobilized against both
guilty individuals and the organization itself by
the general community, professional or indus-
try peers, and government regulatory officials.

Shaming thus involves all aspects of the commu-
nity acting together. It promotes self-regulation by
the professional community in place of a subcul-
ture of organizational criminality and it fosters both
crime prevention and improved public service.

Does shaming have an impact on white-collar
offenders? What is the impact of conviction and
sentencing on individuals convicted of white-collar
crimes? Michael Benson determined that not all of-
fenders suffer in the same fashion. He interviewed
70 white-collar offenders drawn from the Chicago
Federal District Courts in 1979 and 1980. Pro-
fessionals (e.g., lawyers, doctors) had different ex-
periences than businesspeople because of their
conviction, especially loss of or changes in their
occupational status. Professionals and public sec-
tor employees were more likely to change their
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status and experience a greater loss than private
business executives or employees. Large-scale of-
fenders were most likely to lose their jobs.120

These offenders held the media (especially the
newspapers) particularly responsible for holding
them up for public ridicule. They felt that the me-
dia focused on their crime and ignored any good
deeds in their life. They also blamed the criminal
justice system for treating them “just like another
criminal” and ignoring their status and public serv-
ice record. Like Braithwaite, Benson condemns this
process of stigmatization as counterproductive. Al-
though it separates the offender and begins the
process of punishment, it brands the offender and
hinders repentance and reintegration.
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Martha Stewart leaving court following her securities
fraud conviction in March 2004. 

? How can conviction “shame” white-collar
offenders? 
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Severity of Sentencing
There is some evidence that judges are following
public sentiment when sentencing white-collar
offenders. Some judges may apply harsher sentences
on white-collar criminals that violate public trust.121

Federal judges with heavy white-collar crime case-
loads have been outraged by these crimes. They be-
lieved that upper-class persons should display a
higher level of responsibility because of their status
and all the privileges that it brings. For that reason,
some white-collar criminals, because of their higher
status, may receive a greater penalty levied by judges
(i.e., prison time).122

These judges may be reflecting a post-Watergate
morality — a growing intolerance for offenses
committed by upper-class individuals.”123 One out-
come of the Watergate Scandal is a growing in-
tolerance, especially among judges, for offenses
committed by upper-class and powerful individu-
als. The question is this: Are white-collar offenders
being sentenced more severely than in the past? If
this is true, then white-collar offenders should be
receiving more punitive sentences now than before
the Watergate scandal. Hagan and Palloni found
that white-collar offenders had a higher rate of im-
prisonment after Watergate.124 Nevertheless, judges
were giving these offenders short prison sentences.

Thus, the newly incarcerated white-collar offend-
ers received somewhat light sentences that coun-
terbalanced the increased use of imprisonment.
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Former WorldCom CEO Bernard Ebbers on Capitol Hill
during hearings before the House Financial Services
Committee in July 2002. Ebbers was eventually sentenced
to 25 years in prison for his role in the accounting fraud
scandal that brought down WorldCom. 

? Is a prison sentence “punishment enough”
for white-collar offenders?

Headline Crime 25-Year Sentence Shatters Ebbers

Bernard Ebbers, 63-year-old former
CEO of WorldCom, was sentenced to
25 years in prison for mastermind-
ing an $11 billion fraud that put
17,000 employees out of work and
cost stockholders an approximated
$2.25 billion. The tearful defendant
was visibly shaken and responded
with difficulty to questions from the
sentencing judge.

Under federal sentencing guide-
lines, Ebbers was eligible for a sen-
tence of 30 years to life for his
crime. The prosecution had re-
quested a life sentence. The judge
noted that, given Ebbers’ age, heart
condition, and philanthropic activi-
ties, a 30-year sentence was “exces-

sive” and reduced the punishment
by 5 years. He must serve 85% of
his sentence; thus, he will be eligi-
ble for parole release in about 20
years.

Ebbers’ defense attorney pleaded
that Ebbers “had an unblemished
record” with “endless numbers of
people who attest to” his goodness.
“Doesn’t that count?” More than
160 letters were sent to the judge
on behalf of Ebbers asking for le-
niency in sentencing.

The prosecution contended that
Ebbers directed former WorldCom ex-
ecutive, Scott Sullivan (the prosecu-
tion’s chief witness), to manipulate
the company’s books to make it ap-

pear that the company was continu-
ing to grow and prosper. The govern-
ment argued that the manipulation
led to WorldCom’s bankruptcy in
June 2002 from which it emerged as
MCI — a unit that WorldCom had
purchased previously.

Criminologists discuss how indi-
viduals tend to age out of crime,
although Ebbers is in his sixties.
How do the demographics of
white-collar criminals influence
profiles of “criminals” and trends
of aging out of crime?

Source: Michael Bobellian, “Ebbers Sentenced
to 25 Years for Role in WorldCom Fraud,”
Law.com (July 14, 2005), available at http://
www.law.com, accessed November 11, 2005.
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Benson and Walker reconsidered the question
of severity or leniency in white-collar sentencing.
They examined the sentences given to 189 white-
collar criminals in a midwestern federal court
between 1970 and 1980. They determined that
higher status offenders were no more likely to be
incarcerated or to receive a longer sentence than
lower status ones. Neither status nor post-
Watergate morality played a role in the type or
length of sentence levied. Nevertheless, the impact
of a criminal case extends far beyond the sentence it-
self.125 Conviction is damaging to white-collar of-
fenders, often setting other punishments in motion
(e.g. fines, restitution, disbarment, civil penalties,
tort suits, and lost business/reputation).126

Punishing corporations, however, is a different
matter. Arriving at a punitive sanction in a cor-
porate criminal case requires a certain amount of
creativity, especially when the offender is an or-
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ganization.127 Schwartz and Ellison have offered
several suggestions. First, fines could be set to the
level of profit generated by the corporation. Sec-
ond, the offending organization could be punished
by putting it under the control of a state-appointed
receiver. The corporation would pay the salaries of
the individual taking over the company and the
probation officer assigned to the case.128

When the white-collar offender is an individ-
ual, some punishments can be more severe than a
prison sentence. These punishments strike at the
heart of the motive: greed and the desire for greater
profits. One example is corporate disqualification.
Typically, this action blocks offenders for a limited
time from conducting managerial functions that
are comparable to those that led to the initial of-
fense. Here, the punishment can fit both the crime
and the criminal. Union officials, physicians, secu-
rity dealers, and police officers who abused their
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position for personal gain have received this sanc-
tion.129 During the probation period, they were for-
bidden to hold their former position. It may be the
most severe punishment available, since the of-
fender suffers the financial costs of lost work op-
portunities.

Conclusion
Crimes of the powerful have a massive impact on
society: Their damage far exceeds that of street-
level crime. The power yielded by organized crime
families, white-collar criminals, and corporate of-
fenders makes it more difficult to apprehend, pros-
ecute, and punish these individuals. 

Organized crime is an evolving entity taking
different forms than originally perceived. However,

as Abadinsky notes, these different perceptions
have several common threads. Organized crime
families follow a hierarchy and seek both profit
and power.130 They strive for monopolistic control
of illegal markets and limit competition through
bribery or the threat or use of violence. They have
a restricted membership based on either kinship or
skill. They attempt to keep their structure and op-
erations secret. They are similar to legitimate busi-
ness in that they provide services (illegal) to meet
public demand with the ultimate goal of wealth
and power. As Albanese maintains, organized crime
has less to do with ethnic conspiracies than with
entrepreneurial activity.130

White-collar crimes are harmful and just as
dangerous to society as street crimes. White-collar
crimes, whether occupational or corporate, are
willful and intentional. 
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WRAP UP
YOU ARE THE CRIMINOLOGIST

Organized Crime Sleeps with the Phishes

Apparent differences and consistencies exist in the methods of these mobsters. In terms of the similarities with organ-
ized crime models, they are branching out into a new area to make a profit using monopolistic control. They are meet-
ing the public’s demand for a service and are exploiting their victims’ trust (the belief that the source of the messages
is legitimate). The difference is that they did not have to engage in violence to get and maintain control over this en-
terprise and did not have to bribe officials. These Mafia members have adopted a new method to achieve their tradi-
tional goals. Of course, they have violated multiple laws in the process. 

Chapter Spotlight

• “Crimes of the Powerful” are those offenses com-
mitted by influential persons or groups in society.
These offenses are also characterized as “organ-
ized,” “white-collar,” and “enterprise” crime.

• Organized crime groups and white-collar crim-
inals share characteristics: They both strive for
economic control of financial markets, both le-
gal and illegal; they work to circumvent not
only criminal law but also governmental regu-
lations that are aimed at governing the market
and protecting consumers; the crimes that they
commit are costly to society in both human and
financial terms; and their goal is to accumulate
wealth and exercise power for the benefit of the
organization and its members, regardless of
the cost to others in society.

• The alien conspiracy model and the local, eth-
nic group model constitute the major theories
of organized crime. The alien conspiracy model
contends that organized crime is a business-
like hierarchy based on a system of formally
defined relationships, obligations, and duties.
The local, ethnic group model maintains
that the locus of control is limited to certain
cities or areas of the country; in this model, the
level of organization is rational but not bureau-
cratic.

• The Mafia Code refers to a list of secret oaths
and norms that govern behavior within an

organized crime family. This code includes
omerta (secrecy), loyalty, respect, and discipline. 

• Law enforcement officials have employed “head-
hunting,” or targeting high-level family mem-
bers for apprehension and prosecution as a
means of controlling organized crime activi-
ties. In addition, the Racketeer Influenced and
Corrupt Organizations Act (RICO) was en-
acted as part of the Organized Crime Control
Act of 1970 and enabled law enforcement to
seek greater penalties for certain crimes; ac-
cording to this act, organized crime consists of
the acquisition, operation, or income from an
“enterprise” through a “pattern” of “racketeer-
ing activity.” An enterprise is any individual or
group.

• White-collar crime can be classified as either
occupational (a crime committed in the course
of doing business that is legal) or corporate
crime (crimes committed by corporate organi-
zations). 

• The scope of white-collar crimes continues to
expand with the inclusion of crimes such as
environmental crimes, cyber crimes, and money
laundering. Although these illegal activities fall
into more than one area of criminology, they
are currently part of the discussion of white-
collar crimes.
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Putting It All Together

1. The cliché “only in America” has been applied
to organized crime. What elements or norms
of American society allow organized crime to
flourish?

2. What do organized and white-collar criminals
have in common? How do they differ?

3. Is “shaming” a useful way to combat white-
collar crime?

4. Use a current newspaper to find an example of
organized crime. Use the material in this chap-
ter to analyze your selected case.

5. Use a current newspaper to find an example of
white-collar crime. Use the material in this
chapter to analyze your selected case.

Key Terms 

alien conspiracy model Assumes that foreign crimi-
nals (e.g., Sicilians) imported the crime values
and family structures into the United States and
secretly control crime activities in this country.

collective embezzlement Refers to company funds
siphoned off for personal use by top management
at the expense of the institution itself.

corporate crime Illegal acts by corporate officials to
benefit the corporation.

headhunting Method of combating organized crime
that focuses on the heads of criminal families and
also seeks to freeze or seize the assets used in or
obtained through organized crime.

local, ethnic group model Maintains that organized
crime families have a decentralized structure and
focus on operating businesses.

Mafia Code Secret oaths and norms that govern be-
havior within organized crime families by main-
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