
 

White-Collar Crime: When Breaking the 

Law Isn't So Clear-Cut 

Entrapment, Regulatory Offenses, and the Rights of the Accused 

When Business Decisions Become Criminal Charges 

White-collar crime encompasses a broad range of offenses involving financial misconduct, 

deception, and violations of laws governing business activities. Embezzlement, securities fraud, 

bribery, money laundering, and certain antitrust violations are familiar examples. Although these 

crimes generally do not involve physical violence, they can produce enormous financial losses 

and destroy businesses, careers, and reputations. 

There is another side to the story, however. American businesses operate under an extensive 

collection of federal and state laws, administrative rules, and regulatory requirements. While 

many violations involve deliberate dishonesty, others raise difficult questions about what an 

individual knew, intended, or reasonably understood to be lawful. 

A criminal charge can therefore involve more than determining whether someone performed a 

prohibited act. Courts may also have to decide whether the accused possessed the mental state 

required for conviction and whether government investigators acted within lawful boundaries. 

These distinctions are especially important when ordinary business activities become the subject 

of criminal investigations. 

The Difference Between a Mistake and a Crime 

Most people understand that deliberately stealing company money or falsifying financial records 

can constitute a crime. The situation becomes less obvious when a business owner violates an 

unfamiliar reporting requirement, misunderstands a complex regulation, or makes an accounting 

decision that investigators later characterize as fraudulent. 



American criminal law has traditionally recognized the importance of mens rea, a Latin term 

referring to the mental state associated with criminal conduct. Depending on the statute, 

prosecutors may have to establish that a defendant acted intentionally, knowingly, recklessly, or 

with another specified degree of culpability. 

Consider a company executive accused of making a false statement in a financial filing. If the 

applicable law requires proof that the executive knowingly supplied false information, an honest 

mistake may be legally significant. The prosecution cannot necessarily establish guilt merely by 

showing that the statement was inaccurate. 

Not every offense requires proof of fraudulent intent, however. Some regulatory violations 

impose liability based on conduct without requiring proof that the defendant intended to break 

the law. Understanding the precise requirements of the statute is therefore essential before 

deciding whether a mistake amounts to criminal behavior. 

Is Ignorance of the Law Really No Excuse? 

One of the oldest principles of American jurisprudence holds that ignorance of the law ordinarily 

does not excuse criminal conduct. The principle is understandable when applied to offenses such 

as theft, bribery, or deliberate deception, where the wrongdoing is generally apparent. 

But modern regulatory law presents a more difficult problem. Businesses may be subject to 

complicated requirements involving taxation, financial reporting, environmental protection, 

workplace safety, and numerous other activities. Even conscientious individuals can 

misunderstand obligations that require specialized knowledge to interpret. 

The Supreme Court has recognized that the traditional rule has exceptions. In Cheek v. United 

States (1991), the Court held that, for certain federal criminal tax offenses requiring willfulness, 

a genuine good-faith misunderstanding of the law may prevent the government from proving the 

necessary mental state. 

That does not mean anyone can escape prosecution simply by claiming unfamiliarity with a 

statute. The significance of a mistake depends on the particular law, its required mental state, and 

the credibility of the defendant's explanation. A belief that a law is unconstitutional, for example, 

does not automatically excuse someone from complying with it. 

When Regulations Carry Criminal Penalties 

Government regulations serve important purposes. They protect consumers, investors, 

employees, public health, and the environment, while establishing standards for businesses 

operating in specialized industries. Criminal penalties can be justified when individuals 

deliberately evade those protections or expose others to serious harm. 

The concern arises when regulatory complexity makes it difficult to distinguish an innocent 

mistake from criminal wrongdoing. Some offenses require proof of knowledge or intent, while 

others permit conviction without the same showing of culpability. It would therefore be 



inaccurate to say that all regulatory crimes impose absolute liability, but it is equally inaccurate 

to assume that every conviction requires proof of deliberate dishonesty. 

The Supreme Court addressed the importance of criminal intent in Ruan v. United States (2022), 

a case involving physicians accused of unlawfully prescribing controlled substances. The Court 

held that once the defendants produced evidence that their conduct was authorized, the 

government had to prove beyond a reasonable doubt that they knowingly or intentionally acted 

without authorization. 

Although the decision concerned a particular federal statute, it illustrates a broader principle: the 

mental state required by criminal law can be as important as the conduct itself. Courts must 

apply the elements Congress or a state legislature has established rather than assuming that an 

unfavorable outcome necessarily proves criminal intent. 

What Is Entrapment? 

White-collar investigations sometimes involve undercover agents, confidential informants, 

recorded conversations, or government-created opportunities to participate in illegal transactions. 

These techniques can uncover genuine wrongdoing, but they also raise questions about whether 

investigators merely discovered criminal activity or improperly encouraged someone to commit 

an offense. 

The legal defense of entrapment addresses this distinction. Under the approach generally applied 

in federal courts, entrapment involves government inducement of criminal conduct and a 

defendant who was not already predisposed to commit the offense. 

Imagine that an undercover investigator offers a business owner an opportunity to participate in 

an illegal financial arrangement. If the owner readily agrees, the fact that the investigator 

introduced the opportunity does not ordinarily establish entrapment. Law enforcement officers 

may use deception and undercover operations to investigate crimes. 

The analysis changes when government agents engage in substantial persuasion, pressure, or 

other improper inducement directed at someone who was not otherwise willing to commit the 

offense. The circumstances of the investigation, the defendant's responses, and evidence of prior 

willingness may all become important. 

Why Entrapment Is Difficult to Prove 

Entrapment is commonly described as an affirmative defense, but its precise procedures and 

burdens differ among jurisdictions. In federal prosecutions, once sufficient evidence raises the 

defense, the government must prove beyond a reasonable doubt that the defendant was not 

entrapped. 

Two questions are particularly important: Did government agents induce the offense, and was the 

defendant predisposed to commit it before the government's intervention? Merely offering an 

opportunity or pretending to be a willing participant generally does not constitute unlawful 



inducement. 

In Jacobson v. United States (1992), the Supreme Court overturned a conviction arising from an 

investigation involving repeated government communications over approximately two years. The 

Court concluded that the government had failed to establish the defendant's predisposition 

independently of its efforts to influence him. 

The decision demonstrates that entrapment can be a meaningful protection against improper 

investigative conduct. Nevertheless, successful defenses depend heavily on the facts, and courts 

generally permit undercover operations designed to identify people already willing to engage in 

criminal activity. 

The Power of a Criminal Investigation 

Even before a conviction, a white-collar investigation can have serious consequences. Businesses 

may lose customers, employees may face uncertainty, and executives may find their reputations 

damaged by allegations that have not been proven. Legal expenses and the disruption caused by 

subpoenas, document reviews, and interviews can also be substantial. 

Prosecutors possess significant investigative resources, including access to financial records, 

witness testimony, and specialized law enforcement agencies. They may also offer plea 

agreements that reduce potential penalties in exchange for guilty pleas. These arrangements can 

resolve cases efficiently, but they may place difficult decisions before defendants facing the 

possibility of severe punishment. 

A guilty plea is a legal admission with significant consequences, and courts generally must 

determine that it is voluntary and supported by an adequate factual basis. At the same time, the 

pressures associated with criminal prosecution make competent legal advice particularly 

important when someone is deciding whether to contest charges or accept an agreement. 

Why Statements to Investigators Matter 

People who believe they have done nothing wrong may assume that cooperating informally with 

investigators will quickly resolve a misunderstanding. Cooperation can sometimes be 

appropriate, but statements made during an investigation may later become important evidence. 

Federal law, for example, prohibits knowingly and willfully making materially false statements 

in matters within federal jurisdiction under specified circumstances. A person may therefore 

create additional legal exposure by lying to federal investigators, even when the original subject 

of the investigation does not result in a conviction. 

Individuals facing a criminal investigation should understand their rights and obtain qualified 

legal advice before making consequential decisions about interviews, document production, or 

proposed agreements. The appropriate response depends on the circumstances, but an 

assumption that an innocent explanation cannot be misunderstood is not a substitute for informed 

legal guidance. 



Protecting Both Justice and Individual Rights 

White-collar crime deserves serious enforcement. Financial fraud can destroy retirement savings, 

undermine confidence in markets, and impose enormous losses on individuals, businesses, and 

taxpayers. Prosecutors have a legitimate responsibility to investigate and pursue those who 

deliberately exploit positions of trust or violate criminal laws. 

Yet vigorous enforcement must be balanced against the rights of the accused. Criminal statutes 

should provide fair notice of prohibited conduct, investigators must operate within legal 

boundaries, and courts must require proof of every element of an offense. The distinction 

between deliberate wrongdoing and an honest mistake should not disappear simply because a 

case involves complicated financial transactions. 

The most important lesson is that being accused of a white-collar crime does not establish 

guilt, just as claiming ignorance does not automatically establish innocence. Between those 

two principles lies the difficult work of determining what happened, what the law requires, and 

whether the government has met its burden of proof. 
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Legal Information Notice: This article provides general educational information about criminal 

law in the United States. It is not legal advice. Criminal statutes, investigative procedures, and 

available defenses vary by jurisdiction. Anyone facing a criminal investigation or charge should 

consult a qualified attorney. 
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