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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. 
	ANSWER TO THE QUESTIONS:


1.(i) High level thieves usually committed by executives those are in the top of the authority pile in the organization. In the other hand, low level thieves conducted by lower-level employees. 
By following ways, we can differentiate both level of thieves:
a. High level employees/ executives/managers are stealing by undo internal controls and they able to devote in steal company money by some sophisticated process like spend money for individual benefit from company fund, hide such activities by improper financial reporting, give himself/herself large bonus etc. In contrary, low level thieves done by low profile employees/workers who have not sufficient influential power on control systems. Usually they are stealing from their day to day activities by preparing forged or falsify bills/vouchers, submitting excess overtime bill etc.   
b. As per a statistics from Association of Certified Fraud Examiners (ACFE) high level executive stole higher amount of money but in lower number of events, but in low level thieves involve lower amount of money but in this crime higher number of employee involve thereon and that’s way number of occurrence higher than executive thieves.              
In eye point of an investigator, low level thieves are easy to find out the fact and gather evidence. But in case of high level thieves, because of lacing evidence and crime are well planed, it’s some tricky to ascertain the fact.    





1.(ii) If we consider a more costly fraud in corporate world first we have to recognize the three essential components to qualify a fraud these are:
   a. The fraudster have a position of trust and confidence in this company
   b.  Fraudster use or took company property without permitted by company
   c. The fraudster intentionally committed this fraud      
Considering these component as well as based on some information collected by CFEs ( Certified Fraud Examiners), we can figure out some generic profile of a expensive fraudster able to committed more expensive fraud like as follows:
i. Fraudster has been long association or employment contract with the company.
ii. High earners employee/executive of the company
iii. Most of the expensive fraudster are male
iv. Having 60 years or more age level
v. People with good educational background, i.e. the higher level of education, higher the fraud
vi. Work in alone without any association of others
vii. Have never been accused with any criminal charge.  
But in conclusion, based on all these criteria comes from various researches, it is agreed that a white-collar criminal does not look like a typical criminal.  


1.(iii) Calculating criminals are predators. They tend to be repeat criminal acts and they have higher than average intelligence, and educational background. These types of criminals are generally motivated to risk taking and lacking of anxiety and sympathy. They typically start their career in crime latter in life than other criminals.
 
According to a study on Wall Street insider scandal on 1993, conducted by a team of psychologists, the willingness of such criminals to commit crimes derives from “an external locus of control”, which means that they lack self-esteem and confidence, and simply want to fit with others. Additionally, the study found that they describe success by others standards and opinions. 
In a summary we can point out  calculating criminal as follows:
· want to compete and assert themselves
· repeat offenders
· higher than average intelligence
· well educated 
· begin life in crime at a later age than other criminal
· inclining to taking risks
· lack of feelings of anxiety or empathy
· “external locus of control”-lack of inner direction, self-confidence and self esteem
· motivated by their desire fit in and to be accepted 
· they define success by others standard




1.(iv) The main difference between situation dependent criminals and power brokers as follows:
a. Situation dependent criminals are ordinary people who commit crimes without to intention to harm people. These types of criminal generally not focuses by publicity, news reporting and also not much covered by research and scholarly literature but they commit significant numbers of white-collar crime. 

Invesopedia define power broker as, “an individual who, through his or her connections, is able to influence the decision of other parties. A power broker typically a industry insider, and familiar with other individuals and groups able to exert influence or make decisions.”   
b. Situation dependent criminals are not intentionally harming others but driven by their situation to commit corporate crime. This type of criminals may be any one and from any level of the organization. 

Most of the power brokers are high officials and respective business leader and believe that they could grab the financial and human resources of their companies to line their own pockets and deceive a wide range of investors, including their own employees. However, their financial and other corporate crimes are generated by a dangerous combination of predatory traits and their position in the organization, which they are able to exploit.   






1.(v) Forensic accountant generally responsible for detect the fraud by gathering information needed to identify risk of material misstatement due to fraud, assessing these risks after taking into account an evaluation of the entity’s program and control and finally responding to the result of audit. To carry out these activities auditor need to aware about situations of fraud as mentioned in the fraud triangle theory introduced by famed criminologist Donald R.Cressery by his thesis in the year of 1950.  
 Followings are situations usually present in fraud case according to fraud triangle:
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Opportunity
[Circumstances exist-for example, the absence of control, or the ability of management to override controls-that provide an opportunity for fraud to be perpetrated]
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Attitude /Rationalization
[Those involved in a fraud are able to rationalize a fraudulent act as being constraint with their personal code of ethics. Some individuals possess an attitude, character or set of ethical values that allows them to knowingly and intentionally commit a dishonest act]    
) (
        
Incentive/Pressure
[Management or other employees may have an incentive or be under pressure, which provides a motivation to commit fraud]
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1.(vi) Fraud is caused mainly by factors external to the individual: economic, competitive, social, and political factors, and poor control in organization. But it’s a matter of thinking that, how about the individuals who commit frauds, why some people more prone to commit fraud than others. 

Gwynn Nettler in his book of Laying, Cheating and Staling published in 1982 describes some general character and perception of fraud perpetrators as follows:
a. People who have experienced failure are more likely to cheat
b. People who are disliked and who dislike themselves tend to be more deceitful
c. People who are impulsive, distractible, and unable to postpone gratification are more likely to engage in deceitful crimes
d. People who have a conscience (fear of apprehension and punishment) are more resistant to temptation to deceive
e. Intelligent people tend to be more honest than ignorant people. Middle and upper class people tend to be more honest than lower class people
f. The easier it is to cheat and steal, the more people will do so
g. Individuals have different need and therefore different levels at which they will be moved to lie, cheat, or steal
h. Laying, cheating and stealing increase when people have great pressure to achieve important objectives
i. The struggle to survive generate deceit. 
Finally Gwynn Nettler found that a meeting of desire and opportunities more often the motivation for an employee to commit a fraud in organization. 





1.(vii) White-collar crime usually committed by higher level of management of business organization. The perpetrators are typically well-educated, have a high social standing and are respected members of the community. They use their social and cultural background as well as their specialized and skills to their advantage.

In various research conducted by criminology, psychology, accounting, auditing and management fields finds that most of the white-collar crime committed in following motives:
a. Perceive pressure facing the person like financial pressures of high personal debt levels, overuse of credit cards, divorce, investment losses and for some personal habits as instance addictions in alcohol, drug, gambling, an expensive extramarital affair. Feelings of resentment stemming from being overworked, unpaid or passed over for promotion in work pace also create pressure to commit fraud.
b.  Some perceived opportunities inside corporations that make them vulnerable to fraud like inadequate separation of duties, failure of management to adequately inform employees about company rules and consequences of violations, rapid employee turnover, and crisis conditions, failure to uniformly and consistently enforce standard and policies or to punish perpetrators 
c. Person’s rationalization or integrity also motivation factors to commit a fraud. The research of Pamela Murphy, a professor at Canada, demonstrate that just about anyone can convince themselves that what they are doing is right. Some factors that increase rationalization are maintain existing standard of living, other do it and its okay, reported bonuses earned by high earners per perceived as unfair, overlooked for promotion etc. 
Whether crime is organizational or individualistic, the opportunity and motivation connection in the fraud are heavily rooted in criminological psychology and social theory. Opportunity creates a situation in which general deterrence theory, rational choice theory, and general strain theory can take their course in the form of motivation.        





2. White-collar crime originated to distinguish the nonviolent nature of fraud from violent street crimes, such as armed robbery. It was used because most people in a position to commit fraud were white-collar clerical, managerial or executive employees within a business organization rather than blue-collar laborers. A blue-collar truck driver or receiving dock employee who steals the inventory to which he has access is also committing white-collar crime.      

We can differentiate white-collar and blue-collar criminal with general street criminal as following way:
A white-collar criminal commit white-collar crime who maintain a high socioeconomic status. Act of white-collar crime include fraud, embezzlement, identity thift, and income tax evasion etc. Such crime is called white-collar crime because the assets and resources that are involved in committing the crime, such as finances, clients, and sensitive information, are more readily accessible by white-collar workers, like lawyer, bankers and politicians. 

A blue-collar crime is a crime committed by someone who is a part of the lower class or working class. It may also be used to refer to crime that does not involve a criminal in a position of power, or a criminal able to access upper-class resources. Acts of blue-collar crime includes armed robbery, rape , murder, assault and theft. 

In a contrary, street criminal who commit street crime like offence typically takes place or originate in public place. There are many different types of street crime. Some types are violent, and some are non-violent. Following are form of street crime:
·  crimes against persons are all crime involving bodily harm, the threat of bodily harm or other actions committed against the will of the victim. Assault, battery, sexual assault, homicide, domestic violence and robbery are crime against persons. 
· Crime against property are all crime involving the theft of or damage to property. Crime against property don’t involve bodily harm or threat of bodily harm to a victim. These crime incudes of burglary, arson, auto theft, shoplifting and vandalism. 
· Other types of street crime include drug crimes, which are all crimes involving the manufacturing, possession, use or sale of illegal substance. 



In below table I would like to show a comparison chart of white-collar, blue-collar and street criminal profile:

	White-Collar Criminal
	Blue-Collar Criminal
	Street Criminal

	Higher socioeconomic class
	Lower socioeconomic class
	Not directly related with any socioeconomic class

	Requires resources and powers to that are only available to white-collar workers of organization
	Does not require any special and access or resource of organization 
	Not related with organization in any capacity 

	Damage is typically to victim’s resources/money and not physical 
	Damage is typically physical and to personal
	Damage is typically physical and to personal

	Does not directly harm the victim and does not require the criminal to be there at “scene of the crime.”
	Directly harm the victim and often require the criminal to be there at “scene of the crime.”
	Criminal commit crime to harm physically with intention of crime. 

	Most of crime are monetary or damage of property 
	Most of crime are physically, monetary or damage of property of the victim
	Most of crime are physically hampered the victim


 



3. The most obvious losses may suffer a company for having weak internal controls and fraud due to such feeble internal control. By a good control environment, company can put in place to avoid errors, alert to problem and opportunities and deter fraud. According to the ACEF, because fraud inherently involves efforts of concealment, many cases will never be detected. Therefore, organizations are encouraged to implement certain anti-fraud internal controls, in order to lessen the opportunities to commit fraud. A good internal control can use as guard against fraud related with web-based portal, custody of assets, recording/reporting of transactions, operation of bank accounts, authorization of expenses etc. Management should maintain a proactive approach to identify vulnerabilities unique to their organization and implement effective and efficient internal control to help prevent and detect fraudulent activities. 
Trust need in an organization for delegating of authority and segregation of duties and responsibilities. Without having trust between colleagues in workplace, no organization can run. Usually company feeling trust in sensitive matter to long-term employee, but most of the white collar crime committed by such type of company. So organization should put additional monitoring and other verification controls over trusted officials. “Trust but verify” is generally attributed to President Ronald Reagan, who often used it to summarize his philosophy regarding U.S. approach to arms agreement with the Soviet Union. While trust within an organization is clearly necessary for employee satisfaction, effective business operations and the resulting competitive advantages these provide, it can also create the potential of fraud, which is extreme case can result in bankruptcy. 
Business ethics one of the strongest influence factor for White-collar crime in an organization. Company having good ethical standard, rate of crime within the company comes lower as per statistics comes in various research. If the organization belongs a good ethnical values, peoples engaged therein become ethical in their each and every activates in organization. Accordingly, if an employee of the organization feel safety in job, earn expected salaries and benefit and experienced with good number of growth and prospect of the company will become moral than others organization.    .    
 In conclusion we can say that, for minimizing risk of fraud in organization should have affective and adequate internal control, reasonable trust among the people in different level in organization, ethics in business transactions and potentiality and prospect.           
   
 




Case Study :
Q-i : Trader has committed two type of fraud. First one is using false photograph from book and magazine that’s a criminal crime. Another is evasion of tax crime that’s a civil crime. 
Q-ii : Being the trader not issuing invoice and selling in cash without recording in books of accounts, the financial statement not show the true and fair view of trader’s business position. Forensic accountant should proceed with alternative techniques like:
a. Reconcile with web-browsing history and online order
b. Match sales quantity against recycled material used by the trader
c. Justify his incremental  lifestyle expenses with declared income etc.    
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