Week 13

April-09-13
6:05 PM

Crime in the Context of
Organizations & Institutions

‘White collar crime”

1939: Edwin Sutherland, US sociologist, used term
at conference of American Sociological Ass'n
Wanted to show that persons of “respectability and
high social status commit crimes in the course of

their occupation”

Causes of Corporate Crime

Unstable economic times
Unethical business practices
Lack of scrutiny of corporate high level decisions

Belief of consumers in get-rich-quick & higher than

average returns (greed)

*Privatizing

Mulroney, Thatcher, Reagan

*Federal reserve as a banking cartel - a hybrid. Not
private-not government. Operates under the
protection of the government. "Owned" by banks.
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Today we will

Define white

Profile the victim of white-collar crime

Explore how criminologists explain corporate offending
Learn about various types of corporate and WC crime
Consider crimes involving breach of trust

Examine the structure of transnational organized crime

*white-collar crime; something you can do all by yourself
*the division between white-collar and corporate crime

Sutherland’s WC crime list

to get contracts, favourable laws
kickbacks
embezzlement (theft of profits at the source)

=generally comes down to lying and stealing

Case 1: WorldCom

world's largest communication business at its height of
pU‘a\"E‘I’

* Bernie Ebbers, CEO raised in Edmonton

» Inflated profits in financial statements

+ 25 years for1) fraud* 2) false filings to regulators

*intentional deception made for personal gain




Case 2: Enron
Major energy conglomerate
CEOs Skilling (Pres & CEO) and Lay (CEO)
falsified earnings reports

Creative accounting re future assets & profits
The Smartest Guys in

the Room [0:22-8:43]

Case 3: Bernie Madoff

‘How does Ponzi Scheme work?’

How does it differ from a pyramid scheme?
Robbing Peter to pay Paul
Investors keep re-investing rather than cashing in

Scheme eventually collapses

Case 4: Savings and Loans
150B bailout of banks by Bush administration
Begins with: Reagan’s deregulation of banks in ‘8os

‘liars’ loans’

[to 5:04]
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Case 2: Enron

20,000 workers lost their jobs
2B in pensions & investments lost

Executives Jeffrey Skilling & Kenneth Lay

convicted of conspiracy and fraud

= Skilling sentenced to 24 years in 2006 —
‘resentencing’ being considered as Skilling

maintains his innocence

Federal reserve “the Fed”

Banking cartel

Created in 1913 to avoid banking panics, stabilize employment
Owned by private banks

Sets US money supply & interest rate

Includes US government, backed by law (Federal Reserve Act)
Supervises US banks, tries to keep interest rates moderate
Completely unregulated = policies don't need presidential approval
Ask Congress to bail out the banks to maintain economy

[to 6:36]

Case 5: Conrad Black

"Conrad Black juror speaks’
Media baron, CEO of Hollinger Inc (worlds’ 3 largest

newspaper business

‘creative accounting’. Complaint filed by US shareholder

Removed boxes of accounting files while under court order

Convicted of fraud (x3) and obstruction of justice

e



Case 6: Garth Drabinski

CEO of Livent (i tertainment’) (The Phantom, K
Spider'W n)
Theatre & movie producer
U of T Law graduate
sentenced to 5 years for fraud, forgery
served at Millhaven (minimum security)

Livent still in OSC hearings

Case 8: Martha Stewart

money on stock exchange)
hares in ImClone ba
public; eamed 40,000 US
Charged with insider trading, pleaded to lying to investigators

5 months, 4000US fine

Legal results in Canada

Insi ading now included in s

Competition Act ‘criminal’ offences like

Canada has 21 Foreign Investment Promotion and

Protection Agreements (FIPA) with Russia, Poland, Czech and
ak Federal Republic, Argentina, Hungary, Ukraine, Latvia, Philippines,

Trinidad & Tobage, Barbados, Ecuador, Egypt, Romania, Venezuela,

Panama, Thailand, Armenia, Uruguay, Lebanon, Costa Rica and Croatia

hittp:/fwww.crimes-of-persuasion.comflaws/canada/criminal_laws.htm
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Case 7: Julius Melnitzer

Lawyerin Lon

Printed false stock certificates to get bank loans

Law partner, Fletcher Dawson, maj tim. Now a judge
In 1992, he pleaded guilty to 42 counts of fraud against 5
Canadian banks - g years in jai

accused of defrauding friends of more than sa4-million in a
property deal in Singapore

largest personal loan fraud in Canadian history S

MINI UM

Legal Results of Enron debacle

penalties for fraudulent financial activity are much mor
severe

increased independence of outside auditors who review
the accuracy of corporate financial statements

increased oversight role of boards of directors

Manipulation of stock exchange

vebecor Media Inc.

od with in:

L luding a busi
f a material or material change* that ha: t yet been
An intent to benefit | eno ge s not a required
element of the affence so as long as a persan has knowledge of undisclosed material
information at the time of trading
* "any infermation that has net been disclosed te the public and that could affect the
decision of a reasonable investor” is a ‘material fact or change’ Quebecor case



Criminological data

Depends on regulatory agencies or victims
The former is tightly held

The latter is not revealed due to

embarrassment

So not much data to work with except from

the victims

Causes of WC Crime

1. Differential Association Theory (Sutherland)

Deals with how, not why we become cri als
=through interaction with others, we learn the values,
techniques, and motives for criminal behaviour

the deviancy of others has the most substantial
impact. Social grouping develops our definitions of
what is right, wrong, clever, desirable

Require intelligence and scheming

Causes of WC Crime

2. Conflict Theory con'd

the military-industrial complex perpetuated through

, the Pentagon & the executive branch of
government (the President)
Those interests differ from those of the public
of military-industrial complex are not to be shared with

public (getting what you want through coercion
Imbalance will never right itself in capitalist society will always be
losers and winners (through protests, revolutions, wars)
That imbalance can only be overcome through conflict—

demonstrations, protest, aggressive affirmative action, crime
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Victim profile

ant fraud:
educated
Professional income
Attracted to risk
Overly confident regarding their investment knowledge
Unaware consumers, those desperate to get out of debt

Elderly or very young

Causes of WC Crime

2. Conflict Theory _(from Eur
Dominant sociological theory today
me arises from social/political power differences
ution of interests & resource
Started with Karl Marx, then Max Weber, in US
Proposed that capitalism held inherent tensions that would cause
its own destruction
Rich believe they have earned their wealth through hard work &
education; poor lack skills & initiative (‘elite deviance’)

Deception and fraud necessary to get that power

Decision making of criminal mind

3. Rational Choice Theory

Pro-crime anti ne

Promotion certain legal sanctions
Wealth loss of job, demotion
Status loss of self respect
Competitive edge moral inhibitions

cost of rule compliance  corporate citizenship




Breach of Trust

4. Organizational theory

We legitimize institutions through our respect,

obedience, agreement to assign duties to them
Eg: police, government officials, religious leaders

Criminal acts by the power holders betray that

trust, erode legitimacy

Political crime

By the state:
Sponsorship scandal (2005-6) = misappropriation
of money allocated to advertising for unity (18

month sentence for defrauding gov't of 1.5 m)
Internment of Japanese during WW2

Extraordinary rendition

CRM 100 - 011 Page 5

09/04/2013

Political crime

* Against the state:

* 1. violent: Upper/Lower Canada Rebellion

(2830s), October crisis (1970), Toronto 18 (2006)

* 2. Non-violent: peaceful resistance, occupation

Transnational crime

Human trafficking

Drug trafficking
Arms dealing
Cyber crime

Terrorism

+ http.//www.youtube.com/watch?v=tWgBOoOsY 5w [4:31]

for your own interest



