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Take-Aways
	In a new era of impunity, corporate criminals get rich at the expense of everyone else.
	Corporate malfeasance creates real victims.
	White-collar criminals can reap huge rewards, with little expectation of punishment.
	Impunity for high-profile offenders is a new phenomenon.
	After 2008, United States authorities essentially stopped prosecuting executives.
	White-collar crime can be difficult to prosecute or quantify.
	Purdue Pharma faced justice only after decades of bad behavior.
	White-collar criminals rarely face significant prison time – if they’re wealthy and white.
	Dirty money is a huge problem in the United States, and the federal government needs to enact new policies.


Recommendation
Just two decades ago, bad actors in corner offices could expect to go to prison. Remember the long sentences handed down to Jeff Skilling of Enron and Bernie Ebbers of WorldCom? Alas, tough consequences have all but disappeared for corporate criminals, reports law professor Jennifer Taub. After the global financial crash of 2008, US prosecutors took down just one participant in the mortgage meltdown. Contrast that with the 1,000-plus bankers convicted after the savings-and-loan crisis of the 1980s. Taub delves into the history and the present of white-collar convictions, and calls for a future characterized by more aggressive prosecutions of wealthy criminals. 

Summary
In a new era of impunity, corporate criminals get rich at the expense of everyone else.
Corporate criminals are raking it in and doing harm to the public. In one prominent example, the Sackler family made billions marketing OxyContin as a mild painkiller with no risk of addiction. While the Sacklers grew wealthier on the success of Purdue Pharma’s blockbuster drug, more than 230,000 Americans perished of overdoses of prescription drugs from 1999 to 2018. Pacific Gas & Electric neglected maintenance of aging power lines as it doled out billions in dividends to shareholders. PG&E’s negligence led to 2018’s Camp Fire, a California blaze that destroyed thousands of homes and killed 85 people. 
“Big cheaters often prosper, and they do it right in front of our faces.”

Examples of high-profile larceny abound. In 2010, hedge fund manager Leon Cooperman collected $4 million in illicit profits thanks to illegally obtained insider information. Blood-testing firm Theranos used bogus financial reports and test results to build a $9 billion market valuation. The company crashed, but founder Elizabeth Holmes avoided prison. WeWork co-founder Adam Neumann collected a $1.7 billion golden parachute as thousands of his former employees were left jobless.
Corporate malfeasance creates real victims.
When PG&E filed for bankruptcy, it set up a $13.5 billion fund to reimburse victims of the Camp Fire. General Motors was a culprit in another tragic episode. In 2007, Candice Anderson, 21, pleaded guilty to manslaughter. She had lost control of her GM Saturn Ion vehicle and hit a tree. The crash killed her boyfriend. GM knew a faulty ignition switch had caused the accident, but kept that knowledge secret and didn’t admit the defect until years later. A judge cleared Anderson, and GM paid $600 million into a special fund for victims.
“The wealthy not only increase their power by evading punishment, but also benefit from a criminal justice system that incarcerates those with lower social status who also attempt to use crime to get ahead.”

During the mortgage meltdown that followed the financial crash of 2008, millions of Americans lost their homes. The bankers who led the US economy into crisis escaped unscathed. Instead of punishment, the largest US banks received bailouts worth trillions, and their executives received bonuses. Iceland, however, sentenced three dozen bankers to prison terms as a result of the crash.
White-collar criminals can reap huge rewards, with little expectation of punishment.
Angelo Mozilo, the former head of Countrywide Financial, made $140 million by selling his company’s stock in 2008. Mozilo told the public that Countrywide’s mortgages were high quality. Mozilo knew its portfolio was teetering. In 2010, he settled with the Securities and Exchange Commission, agreeing to pay $67 million. But his contract called for his employer to pay $45 million of the settlement. Mozilo had collected half a billion dollars in compensation during the previous decade. The Justice Department declined to pursue criminal charges against him.
“The unfortunate shift by academics and law enforcement to an offense-based definition of white collar crime has real-world implications.”

Prosecutors, scholars and the media sometimes muddy the waters with unclear definitions of such offenses. Prosecutors tend to boast about convictions of any non-violent economic offenders. Law enforcement reporting equates small-time economic crimes with large-scale schemes. The federal government should recast its enforcement efforts to prioritize the most costly economic crimes, including infractions from the most powerful business players.
Impunity for high-profile offenders is a new phenomenon.
After the savings and loan scandals of the 1980s, federal prosecutors won convictions of more than 1,000 bankers. A corporate crime wave in the late 1990s and early 2000s yielded prison sentences for a number of high-profile executives. Federal prosecutors went after dozens of chief executive officers, chief financial officers and chief operating officers. 
In one prominent example, the government prosecuted four Enron executives for fraud after the energy company collapsed. Chairman Ken Lay died before his sentencing; CEO Jeff Skilling spent 12 years in prison. CFO Andy Fastow served a five-year term. Courts sentenced former WorldCom CEO Bernard Ebbers to 25 years. He died after serving 13 years and gaining release. Top executives of Rite Aid, Qwest and Cendant went to prison during this era.
“Regulating private enterprise to protect people is very popular with the public, but not as welcome by the business community.”

After the 2008 financial crisis, however, prosecutors took a far more lenient approach to financial crime. Mozilo paid civil penalties, but did not suffer prosecution. No bank executives faced criminal charges from 2009 to 2015. The feds did go after Kareem Serageldin, an Egyptian working for Credit Suisse in London. Serageldin received a 30-month sentence for falsifying records and committing wire fraud. European authorities prosecuted their citizens; the only Wall Street figure US authorities pursued was a Middle Eastern native who wasn’t working in the United States. 
After 2008, US authorities essentially stopped prosecuting executives.
The halt in charging executives was due, in large part, to decades of lobbying by the business community. In 1971, Lewis Powell, an attorney and former head of the American Bar Association, wrote a letter to the US Chamber of Commerce that he titled “Attack on the American Free Enterprise System.” Powell lamented that “the American business executive is truly the ‘forgotten man’.” He positioned the Chamber of Commerce to push back against the prosecution of business leaders. In 2009, the Chamber filed a brief on behalf of Skilling, the convicted Enron exec. In subsequent years, the Chamber became an active opponent of regulatory crackdowns on criminal executives.
“Lewis Powell’s plan to arm the US Chamber of Commerce for a counterattack on any challenge to the free enterprise system was working.”

As the financial crisis began, the Justice Department seemed poised to ramp up prosecutions. The DOJ brought charges against two hedge fund managers from Bear Stearns. Federal prosecutors suffered a setback when the defendants won acquittal. In testimony before Congress in 2013, then-Attorney General Eric Holder gave a surprisingly frank appraisal of a financial system dominated by huge institutions. Responding to Sen. Charles Grassley’s grilling about the lack of post-crash prosecutions, Holder responded, “the size of some of these institutions becomes so large that it does become difficult for us to prosecute them.” Going after a major Wall Street firm could disrupt the US economy and even world markets, Holder said. Major banks proved Too Big to Fail and their execs “Too Big to Jail.”
White-collar crime can be difficult to prosecute or quantify.
Violent crimes tend to be straightforward. The identities of the perpetrators and the victims – and the damage – are clear. White-collar crimes tend to be murkier. The larger and more complex the economic crime, the more work for investigators and prosecutors to unravel the wrongdoing and pursue charges.
Victims of wide-ranging schemes can appear to be victims of their own poor decision-making. For instance, Mandy McGowan overdosed on fentanyl while shopping at a Family Dollar store in 2016. Video of the incident went viral, and featured McGowan’s two-year-old daughter’s attempts to revive her mother.
“The victims of white-collar crime are not empowered by our legal system in the same way that victims of violent crime are, and we need to do something about it fast.”

Many who saw the video blamed McGowan, but she was addicted to OxyContin; her doctor had prescribed painkillers after she had neck surgery. McGowan was another uncounted victim of the Sackler clan, owners of Purdue Pharma, and other drug companies that pumped highly addictive painkillers into the US health system.
Purdue Pharma’s pitch for OxyContin began simply. It designed the drug for terminal patients with late-stage cancer and other serious ailments. For that subset of patients, long-term addiction wasn’t a risk – they were unlikely to live long enough to suffer the effects. Purdue Pharma saw a much larger market in the 20% of Americans who complained of chronic pain. Purdue argued that because its opioid was a time-released pill, addiction risk was minimal. Starting in 1996, Purdue flooded the US healthcare system with money and claims that OxyContin was not habit-forming. It marketed the painkiller to patients with starter coupons that offered free pills for a week to a month. A single patient ultimately could run up $200,000 in sales.
Purdue Pharma faced justice only after decades of bad behavior.
Eventually, it became clear that Purdue Pharma’s claims were lies. In 2007, three top executives of Purdue pleaded guilty to misbranding OxyContin. They paid $34.5 million in fines, but served no prison time. No member of the Sackler family faced criminal charges. Purdue adjusted its marketing materials to follow the law, and sold OxyContin in large quantities. The Sackler family’s net worth climbed to $13 billion by mid-2019.
“The only people going to jail were the victims.”

In 2019, the Sacklers finally agreed to pay $75 million of a $270 million settlement with the state of Oklahoma. Facing charges from Massachusetts, Purdue defended itself by saying that it did what everyone else in the pharmaceutical industry was doing. It argued that OxyContin made up only 2.5 billion of the 76 billion opioid pills sold from 2006 to 2012. The Sacklers weathered the scandal with their wealth intact, although the Louvre, the Metropolitan Museum of Art and the Tate Modern distanced themselves from the Sacklers, who had been generous benefactors.
Purdue Pharma settled a new round of federal criminal charges in 2020, but no one in the family faced criminal consequences.
White-collar criminals rarely face significant prison time – if they’re wealthy and white.
Operation Varsity Blues, the 2019 investigation of parents who lied to get their children into prestigious universities, illustrates this reality. The scam involved parents fabricating athletic resumes for their children to heighten their chances of admittance into such schools as Princeton and Stanford. Most of the wealthy defendants received sentences of a few months, although one particularly egregious offender got a nine-month sentence.
In another example of prosecutorial lenience, Deborah Kelley, a bond broker in New York, paid bribes to win business with the New York State Common Retirement Fund. She pleaded guilty, but despite this public corruption, the court only sentenced her to six months of home confinement.
“There are many entry points for forgiveness in our criminal justice system.”

Less wealthy defendants, especially non-white suspects, face much tougher sanctions. For example, in 2011, police in Connecticut arrested a homeless woman for enrolling her son in school in a neighboring town. She had to post a $25,000 bond. Or consider Eric Garner, a Black man who earned money selling single cigarettes on the streets of Staten Island. During a seemingly routine arrest, police put Garner in a choke hold. He lost consciousness and died. His sentence for small-time tax fraud was death.
Dirty money is a huge problem in the United States, and the federal government needs to enact new policies.
Commonsense steps for addressing the epidemic of white-collar crime include:
	Make high-stakes crime a focus at the Department of Justice – The feds should end impunity for repeat offenders, and create a new division that focuses on aggressive prosecution of white-collar crime.
	Encourage police to pursue complicated, time-consuming cases – Big businesses and wealthy offenders hide behind weak laws. The laws need to change and include tougher bribery statutes and more robust regulations regarding shell corporations.
	Create a registry of white-collar offenders – Many jurisdictions require sex offenders to register selves publicly. The same policy should hold for perpetrators of economic crimes.
	Support and empower investigative journalists and whistle blowers – Dogged reporters conduct research that police don’t always have the time or will to perform. Ethical insiders can help prosecutors crack cases by blowing the whistle and providing valuable evidence. Both categories of crime fighters need greater government support.
	Reinvigorate the IRS – The IRS faces an $800 billion gap between taxes owed and taxes collected, yet the agency remains chronically understaffed.
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