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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. 
	Short Questions –

1.

I. People who are classed as high-level thieves could be classes as senior management employees of a company or people high enough in the company structure to override and bypass internal controls that are in place to detect and stop them.  They will usually steal a larger amount of money than a low level thief.

People classed as low-level thieves would usually be lower down in the company’s management structure and would not be able to override the company’s internal controls.  The amount stolen will usually be lower than a high level thief.

II. The most expensive frauds are usually committed by employees who are highest in the company’s structure.  According to the ACFE’s report in 2008 the average amounts stolen were

a) Executives £834,000 per fraud

b) Managers £150,000 per fraud

c) Employees £70,000 per fraud

Another ACFE report lists the most expensive frauds as being committed by

a) Long term employees

b) High income earners

c) Males

d) People over aged 60

e) People with a good educational background

f) People working in collusion with other perpetrators

g) People who have been had criminal charges brought against them previously.

III. Calculating criminals usually possess above average intelligence, are well educated and they tend to be repeat offenders.  They are risk takers who lack empathy and anxiety.  They lack self-esteem and confidence, they want to fit in with others and they tend to judge their success by outsiders opinions rather than their own.

IV. Situation dependant criminals are people who are driven by their circumstances; they may have debt problems and think they have no alternative other than to commit fraud in order to maintain their lifestyle or status.

Power Brokers can be defined as career financial criminals; they are people who are high up in their organization, the business leaders of their industry. They probably did not start their career with the intention to deceive and steal but due to having a combination of predatory traits when the opportunity and temptation is in front of them they find it hard to resist committing fraud.  The majority of them probably steal just because they can.

V. The three situations present when fraud is committed according to the fraud triangle are

a) Pressure, motivation or incentive

b) Opportunity, ability to carry out misappropriation or cash or assets 

c) Rationalization, justification of dishonest actions

VI. In Gwynn Nettler’s perception of lying, cheating and stealing she says the following

a) People who have experienced failures in their lives are more likely to cheat.

b) People with low opinions of themselves and selfish people are more likely to be deceitful.

c) People who are afraid of being caught and suffering the consequences are less likely to cheat or deceive.

d) Middle/Upper class people are less likely to cheat than lower class people.  Intelligent people are more honest than ignorant people.

e) People will steal and cheat more if it is easier to do so.

f) Higher levels of stress and pressure with lead to more deceit and cheating.

g) The motivation to deceive increases with the struggle and determination to survive.

h) Mixtures of personal and organizational situations can lead to people lying and deceiving.

VII. There are 25 reasons or motivations that persuade a white-collar criminal to commit fraud, they are

a) The perception of being able to get away with fraud.

b) The belief that they need the stolen money or articles.

c) They are frustrated or dissatisfied with their job.

d) They have frustration or dissatisfaction in their personal life.

e) They feel they have been abused by their employed and so see it as revenge.

f) They fail to think of the consequences of their actions if caught committing fraud.

g) They think it is acceptable to commit fraud as other employees are doing it as well.

h) They think it will go unnoticed as the organisation is too big to be affected by it.

i) They have financial difficulties or debts.

j) They want to beat their organisation and feel they do that by stealing from it.

k) They suffered a deprived childhood.

l) They feel it fills the empty holes in their personal life, such as absence of love, trust or affection.

m) They are a compulsive thief.

n) They want to harm the organisation as they feel a friend or colleague has been mistreated by it.

o) They are lazy and don’t want to work to fulfil their needs.

p) There is a lack of internal controls in place.

q) The company has never prosecuted anyone for stealing.

r) There is no fear of being caught as most thieves are caught by accident rather than internal controls or audits.

s) There is no counselling supplied for employees with financial difficulties.

t) Not all employees steal for the same reasons, they have different reasons, conditions and motives.

u) There are a variety of reasons for an employee’s stealing or cheating.

v) Employees rarely face long prison sentences for embezzling, stealing or committing fraud.

w) Human nature makes people vulnerable to criminal temptations.

x) Employees in today’s society have weak morals and ethics.

y) Corrupt bosses set a bad example which makes employees more likely to steal and cheat.

2.  A white or blue-collar criminal differs from a typical street criminal in that the white or blue-collar criminal is normally a respected member of society that would not normally be associated with crime.  On the surface they appear to be long-term hard working members of the company who are pleasant and get on well with everyone.  They will usually socialize with colleagues, live in the same neighbourhood and their children may attend the same schools.  However their personality or psychology may make them into calculating criminals or power brokers or a personal problem may make them into a situation dependent criminal.  The crimes they may become involved in would be crimes like fraud, bribery, insider trading, embezzlement, money laundering, forgery, copyright or ponzi schemes.

Street Crime would what we would view as traditional crimes; crimes such as pick pocketing, mugging, assault, vandalism, burglary or drug taking.  Individuals are usually from a low class background; they would be opportunists, may be part of a group with a common goal and they are seeking quick financial gain.

3.  Companies need to achieve a balance with their controls for detecting fraud.  If they are too lax with their controls committing fraud will become lucrative and possibly irresistible to some, such as the situation dependant criminal.  However if controls are too excessive then it will result in disloyalty and dishonesty.  Therefore a company with no controls, trust, ethical values, profits or prospects would mean fraud committed by its employees would be an almost inevitable outcome.

a) Having no controls in place to detect and prevent fraud means that employees would have no fear of detection and thus in their minds they would have no fear the consequences of being detected and/or caught.

b) Having no trust within a company would mean that the company’s management doubts all its staff and individuals will think everybody else is committing fraud.  In this environment people would rationalize that as everyone else is committing fraud it is ok for them to do it, some may even commit fraud due to peer pressure.

c) Having no ethical values means that there are no standards governing behaviour in the company.  Therefore employees will have no rulebook on how things are supposed to run.  In this sort of environment, employees and managers will run things dependant on their personalities and previous experience, this will mean a fraud would be far less likely to be detected or discovered.

d) Having no profits one would think would make fraud less likely rather than more likely but this is not the case.  If a company is making a loss moral amongst employees would be lower and controls and measures that detect fraud may be more lax than in a profitable company.  A fraudster could embezzle or skim further funds from the company’s balance sheet, which would be less noticeable than stealing money if the company were profitable.

e) A company with no prospects would make an ideal target for fraud by the blue or white-collar criminal, as they would rationalize that the company would eventually go bankrupt anyway.  In this environment the fraudster would think that there is less chance of detection and that they have nothing to lose by committing fraud as nothing will be left when the company goes bust, so they may as well steal what they can, they may have a sort of use it or lose it attitude.

Case Study

1. If the trader were guilty of the crime, it would be the crime of tax evasion.  The trader is required to submit yearly accounts to HMRC for his business, if the trader’s yearly accounts are not showing all of the jobs he has done or all of the profits he has made then tax evasion would have taken place.  However based on the Forensic Accountant’s analysis of events the trader sold no kitchens during this time and therefore his tax returns would appear to be genuine, at most he would possibly be guilty fake marketing or of deceiving his customers that he had carried out previous high quality installations when he had not.  Also he may possibly be guilty of copyright if he had taken the high quality installation pictures from a competitor’s website.

2. The forensic accountant could initially look at the psychology of the trader to see if he fitted the profile of a typical blue or white-collar criminal.  Also the fraud triangle could be examined i.e. was he under pressure or did he have the motivation to commit tax evasion, did he have the opportunity to do cash in hand work or off the book installations.  Does he rationalize and justify that a new business start up it needs all the money it can get, so he would have been less likely to declare some of his installations and/or the company’s profits on his tax return.

Next his documents and his website could be looked at, does he have customer testimonials on his website? Does his documents and diary show he attended appointments with customers? Do his bank accounts show large amounts of cash being paid in? Does he have receipts or trade accounts with wholesalers showing purchases of kitchen equipment? Does he have expensive personal items, cars, properties that cannot be justified by his income?
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