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Making White Collar Crime Legal: Organizational and Sociological 

Structures that Protect and Enhance the Financial Elite  

by Jason Makansi 

Statement of Research 

To truly comprehend the irony of a large percentage of “white collar crime,” particularly the “crime” 

that leads to economic meltdowns, it is necessary to acknowledge the degree to which what we 

consider white collar crime is actually “legal” because of the organizational structures that protect and 

enhance the financial elite. Some of the evidence for this lies in the fact that every time an economic 

calamity erupts, a few white collar criminals are “hung in the public square” but most of the rest scatter 

like rats to the “next big thing.” In fact, our major corporate, political, and even educational institutions 

can be considered temporary resting places for members of an elite financial and political class who are 

able to “restructure” through regulation, accounting standards, lobbying, etc, for future obscene gains in 

profits and personal wealth. This isn’t unlike a statistic I remember from the early 1980s when I lived in 

New York City: The same few thousand offenders are responsible for over 90% of the violent crimes 

committed against residents of the city. 

Consider the following: 

 One of the little recognized reasons for the meltdown of the merchant energy business in the 

2001-2002 time frame was because the Financial Accounting Standards Board (FASB) allowed 

energy companies to use their own models to value their power plant and natural gas asset vis a 

vis the emerging electricity trading market. 

 The securitization market imploded in 2008 in part because securitization products had the 

“virtue of not having real market prices” attached to them. They could be valued according to 

models which made for nice consistent profit reports. 

 According to R. Bookstaber in A Demon of Our Own Design, “The most prominent names in this 

business [takeover boom of the 1980s] included Ivan Boesky, who would be arrested, and 

Robert Rubin, who would later be Secretary of the Treasury.” 

Countless other examples abound. In fact, white collar crime has become “legal” because the 

organizational and political structures are established and constantly adapted by a financial and political 

elite group of individuals that is miniscule (compared to the people they affect); that cycle in and out of 
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corporate, government, and quasi-government (e.g. think tanks) organizations; and that write the rules 

of the game and then exploit those rules for maximum profit. 

This research sets out to demonstrate that the “invisible hand” of the economy has a face and that the 

only way to recognize this face is to (1) analyze this elite group from a sociological and organizational 

perspective and (2) understand that the global economy is now post-services and fully a transactions-

based economy.  The economy is driven by the money made through transactional fees. Traders, 

dealmakers, and market makers rule. Therefore the fastest way to increase profits is not to function as 

an intermediary who adds value by bringing a buyer and a seller together or making the transaction 

more “efficient” (the traditional role of a trader) but instead to artificially inflate the value of the “deal” 

to maximize the extraction of fees. Accounting “standards,” financial regulation, and the lobbying to 

ensure both are favorably disposed towards a transactions-oriented economy. The objective is to 

promote churn and volatility.  

One of the values of this research will be to apply the concepts and framework of analysis to the 

emerging trading market in carbon, which promises to be the largest trading market ever devised. It is 

hoped that this research and its dissemination will help the public and its elected officials avoid the 

consequences of ill-conceived global climate regulation. 

Finally, this research aims to “look ahead” by identifying and understanding how these same tactics are 

being nurtured and applied to the emerging global carbon trading market but also “looks back” by 

relating current manifestations of making white collar crime legal to previous scholarly research into 

past financial catastrophes, such as the Savings & Loan debacle, the Junk Bond scandal, and the 

meltdown of the Enron Corporation and the entire merchant energy sector.  Established sociological 

theories, including the process of “normalization” and “anomie,” are used to explain why such white 

collar criminals are motivated towards deviant behavior. 
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