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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.

For high grades use examples and illustrations where appropriate. 
	ASSESSMENT 3

I. The difference between high-level and low-level thieves is that the high-level thief is employed in a senior position in the company or business, is well educated, is  invariably  a male over 60 years old and works in a group. 

The low-level thief is  usually between the ages of 41 and 50 years old, may be male or female, works alone and does  not have degrees or education beyond secondary school.  Both high-level and low-level thieves have never been accused with  anything criminal. The average fraud amount for executives is $834,00 according to the 2008 ACFE, $150,000 for managers and $70,000 for employees.

II. The profile of a criminal who commits more expensive fraud is one of a well educated male, the higher the educational degree the higher the damages. They have been with the company for some considerable time, are in a position of trust, are very well paid Generally speaking, median losses tended to rise with the age of the perpetrator. This trend is also reflected in tenure at an organization. High-level perpetrators cause the greatest damage to their organizations. Frauds committed by owners/executives were more than three times as costly as frauds committed by managers, and more than nine times as costly as employee frauds. Executive-level frauds also take much longer to detect.
III. Calculating criminals are predators. They are criminals that possess higher than average intelligence, tend to be well educated and more often than not are repeat offenders. They are risk takers and display a lack of empathy or anxiety, and invariably start their life in crime later than other criminals.

IV. Situation dependent criminals are criminals that are driven to their situations in crime rather than setting out to intentionally harm others, a typical white-collar crime.

Power brokers are similar to calculating criminals and Situation dependent criminals, but are different in their methods and motives to deserve another category on their own, that of power broker( Golden et al. 2006 p ). 

V. The three situations are:

1. Pressure - is the motivation behind the crime and can be either personal financial pressure, such as debt problems, or workplace debt problems, such as a shortfall in revenue.

2.  Opportunity - is the means by which the individual will defraud the organisation..

3. Rationalisation  -  is the final stage in the fraud triangle. This is a cognitive stage and requires the fraudster to be able to justify the crime in a way that is acceptable to his or her internal moral compass. 
VI. Gwynne Nettler's perception of employee's lying, cheating and stealing is that they are more likely to cheat if they have experienced failure, have a low opinion of themselves and are disliked by others. They are selfish, impatient easily distracted and impulsive. They will cheat and steal dependent on their needs, and will cheat more the easier it is to cheat. Personal and organisational situations leads to more lying and deceiving, with greater stress and pressure leading to more even more cheating and deceit.

VII. According to Bucy et al, Money, financial gain and greed were all cited as the most common reason and  motivator for white collar crime. Beyond greed, the motivations were, opportunity, a sense of entitlement, arrogance, competitiveness and rationalisation. Other factors are fear of failure, and pressure from above.

2. The difference between white collar crime and normal street crime is the people that commit them. In white collar crime, the criminals are those of a high and usually politically respected position. However, street crimes are committed by those of a low level in education, often in poverty and unemployed. The term "white-collar crime" originated with Sociologist Edwin Sutherland in 1939. At that time, the term was used to describe a criminal act committed by people of high social status in their occupation ( Hoskins 2015). Although the term suggests that the offender is a professional, it may also refer to the actual crime committed. A blue-collar criminal could commit a white-collar crime, if the crime is economically motivated or committed against a financial or commercial institution.

A primary difference between street crime and white-collar crime is the lack of violence. White-collar crimes are typically committed in commercial settings and often involve lengthy and complicated financial transactions. Some of the most commonly prosecuted white-collar crimes are fraud, embezzlement, tax evasion, bribery and money laundering.

Criminologists have compared those convicted of white-collar crimes versus street crimes. Women, minorities and the poor are less likely to commit a white-collar crime, and white-collar offenders are typically affluent white men.

3. Heather Raftery  (Business Fraud: Culture Is The Culprit) explains that the  roots of a fraud rarely can be traced to a single unethical individual operating maliciously in a vacuum. A fraud is perpetrated when that person meets a specific environment. Companies can control those environments by defining both formal and informal rules and by understanding the mostly unseen, unexplored ecology of their organization. More than ever before, that understanding is not a “nice to have”; it’s a “must have.”For example, if an employee feels a lack of appreciation from the business owner or anger at their boss, this could lead him or her to commit fraud as a way of revenge. The key deterrent of fraud and corruption is awareness and prevention. Some of the processes which are deemed most effective involve denial of opportunity, effective leadership and oversight, auditing and pre-employee screening. Statistics in the course notes suggest that 60% of employees might steal if the opportunity arose. If there are no controls, and a feeling that the company isn't looking after the best interest of the workers, or there is a culture of no ethical values and a feeling of no future prospects, the possibility of fraud being committed is very high.

Case Study

1. The only crime that the trader had committed (so far) is one of false and misleading advertising. State and federal laws are in place to protect consumers from false or misleading advertising. These laws make deceptive claims illegal. No business may make false, misleading, or deceptive claims about a product regarding its:

· Price

· Quality

· Purpose

False advertising is any published claim that is deceptive or untruthful. Misleading advertising is any published claim that gives a consumer an incorrect understanding of the product they are interested in purchasing or using. The false and misleading advertising by companies of any product may result in the consumer suffering a financial loss, or another form of damage to the consumer.

The trader used photographs from books and magazines showing high quality kitchens and cabinets, but in fact he was building kitchens using recycled materials. It is a process known as bait & switch  advertising, whereby the advertised product is one that the trader does not provide or does not intend to sell.

2. As the forensic accountant does not have access to, or there are no sales invoices or associated sales records, the investigation would have to  proceed from the  point of view of looking at the materials bought and consumed in the business,  the power usage, stock levels and bank records. There may be records showing  purchases that tally with the stock held by the trader. Bank statements should verify purchases made. If there are no records to show these purchases, it may be fair to assume the trader is purchasing materials for cash, which may well have come from a cash sale. 

Power consumption could well to be used to verify the level of work being conducted, as power tools used in the construction of kitchen cabinets  consume a high level of power. 

An examination of the bank statements would indicate whether the trader was withdrawing any cash. If there are no cash withdrawals, it may be safe to assume that he has some unidentified source of cash.
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