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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. 
	Please insert your completed assignment ( in word format) here:

Q1: Short answers
I. High-level managers and employees – ability to circumvent the internal controls put in place by the organization, exploit these weaknesses of security and controls to commit fraud and even steal from their employers. In contrast small-level employees tend to commit smaller amounts of fraud in monetary terms and more frequently. The Association of Certified Fraud Examiners found through a research carried out in 2008 that the average value of fraud committed by high-level mangers was £834,000 compared to £70,000 for low-level employees.

II. Expensive fraud can be defined as one that occurs more either more frequently and has a low level value, or one which occurs less frequently but has a much higher value. The profile of a typical criminal who commits the latter (high value – less frequent) is one who is highly educated, high earner, aged between 41-50, male, married and more importantly holds a position of seniority and power in the organization of which they exploit.
III. Definition of calculating criminals: they are generally well educated and of high intellect, willing to take risks, possess no empathy or suffer any anxiety as a result of their actions, possible re-offenders, and want to prove to themselves success and power through such actions. Also, they tend to want to fit in society and groups but lack self-esteem and confidence.
IV. Differences between Dependent Criminals (DCs) and Power Brokers (PBs):

DCs or Situation DCs are white collar corporate criminals who are driven by situations or circumstance and their actions are rarely in motivated or intended to cause harm to others. Somehow this self-justification of “no harm, no fowl” convinces them that what they do is well-deserved through their acts of deception and fraud. Through time, their criminal acts increase in frequency and monetary value.
PBs typically holds high position of power in the organization in which they commit fraud, with different methods and motives to DCs. In short, they are able (and sometimes allowed to) exploit their power and position in the organization to illegally and fraudulently take monies and resources from their employers. PBs possesses predatory traits and may even have sociopathic personalities.
V. 3 situations present in fraud cases (according to the fraud triangle)

· Perceived Incentives or pressures;
· Perceived Opportunities;
· Rationalization and attitude towards fraudulent behavior
All of the above are influenced by the fraudster’s psychology – incentives / pressures and opportunities are rationalized in the fraudster’s mindset as being defensible. This goes to the root of the psychology and beliefs of the individual. For example, a perpetrator can carry out fraud without actually thinking he/she is doing anything wrong, as well as outweighing (in his or her mind) the risks versus rewards.
VI. Gwen Nettler’s perception:

a) People who have experienced financial loss or failure in the past are more likely to commit fraud;

b) Those with low self esteem and disliked by colleagues or other are perceived to be possible offenders;
c) Intelligent people and those in middle / upper – class are less likely to cheat compared to those in lower-class and ignorant.

d) A person’s needs or a habit to sustain (e.g. gambling) has a great part to play in determining cheaters.

e) Some personal, organizational and external variables can affect a person’s likelihood to cheat. Examples:

i. Personal core beliefs and values 

ii. Organization’s reward system, culture, interpersonal relations and level of trust; ethics instilled in workers and mangers leading by example

iii. Influence and pressure from externalities, such as the economy, social values and competition from other companies in the industry

VII. Typical motivations for a white collar criminal which persuade him to commit fraud:
a. Job dissatisfaction or frustration with certain aspects of their job,

b. Individual’s desperate need for the monies or items taken fraudulently.

c. Justification that they will “borrow” the money and replace it without being found out.

d. Controls and checks so lax that the person can commit the fraud without being caught.

e. The employee believes that such behaviour is acceptable as this is already happening across the organization.

f. Compulsive and addictive behaviour causing the person to steal.

g. Malicious act to seek revenge with employer due to unfair treatment, abuse or humiliation suffered personally or by a colleague.
h. The justification by employee that the rewards outweigh the risk of being caught and any punishment would not serve as a deterrent.

i. Human nature is weak and gives into temptation; there is a lack of moral and ethics amongst some workers.
j. No precedent in the company of anyone either being caught or if caught ever being prosecuted / punished – too much leniency.

k. Employee thinks of the act as being a victimless crime and no-one is actually getting hurt.

l. Narcissistic personality – “I am better than you and I can do anything and get away with it.” 
Q2: How the profile of a white and blue collar criminal differ

It is argued that white collar criminals tend to be more educated and skilled in the art of defrauding individuals and organizations. Most have in-depth knowledge f the business systems and some accounting background. These criminals are also very charismatic and charming, exploiting the goodness and trust of individuals. They are less opportunistic and more calculative, seductive and patient from planning to execution of crime / fraud. Furthermore, they have the ability to mask their intentions and devious personality by appearing healthy psychologically and maintaining the appearance of normality and stability at home and family life.
Q3: “Fraud is most common in organizations where there is an absence of controls, trust, ethical values and where there are neither profits nor any future prospects for employees.”

The general assumptions are that some of the following factors influence individuals to commit fraud: external motivators, economic situations, socio-political factors, competitive factors, poor internal controls. This is true to an extent but this does not mean that everyone is vulnerable or prone to become a fraudster. 
It is important to acknowledge and appreciate that some people are more likely than others to commit fraud. There are examples of organizations where there is an absence of controls, trusts, ethical value but if the people are inherently good and trustworthy, it does not lead to inevitable fraud.
It is the combination of bad people in an environment where there controls are weak and moral conduct or ethics exist in the organization, that then increases the likelihood of fraud occurring.  

Case Study
Q1: This is a case of misrepresentation and act of dishonesty; therefore it can be classed as an act of fraud. Definition of fraud under the Association of Certified Fraud Examiners, it clearly states that fraud involves act of deception and in this case study the builder had used completed portfolio of other to obtain contracts of work. It may be that the trader had not intended to deceive customer and was merely using images from different websites to represent the type of work he can do and deliver. However, there are copyright laws which protect people from having their artwork and images of their work used without prior consent or agreement.

In the past, Trading Standards Authority has been brought in to investigate cases of misconduct by traders and obtaining work through deception is one. It is difficult to fully comment without seeing contents of website and the statements made by the trader, whether he has explicitly taken credit for the work illustrated by the photos. 

Another important point to note here is that one cannot use photographs alone as way of building income profile for the trader – other sets of information are required to formulate the trader’ level of income, profit or loss.
There could be many reasons why the trader may not have generated the level of income as expected, for example, the project works commissioned by customers could have over-run and taken longer than initially planned. As a result, the total project could have been over-cost and profit margins affected.
To summarise, deception has occurred here by trader obtaining work by taking credit for someone else’s work. However, as explained above more information is needed on the statements made on the web site. Also, this not creative accounting but an example the trader has used the science of persuasion and social engineering, manipulation of people and their trust, for beneficial interest.
Q2: The investigator should look at the payments made by trade and seek obtain receipts and bank and credit card statements, expense claims. The kitchen cabinets and fittings would require purchase of raw materials and further cost of good to produce the finished product. 

Then the investigator needs to look into how the business has managed to sustain itself through: 

· Cash injections – copies of documents backing up loan or overdraft arrangements for the business. If further capital investments have been made to the business, then there should also be copies of relevant agreements and documents. In the very least, there should be traceable bank transactions for the funding.

· Income from customers: there should be job or work sheets for the customer order; estimates, quotations, order forms and signed contracts / agreements between the trader and customers to substantiate the amount of income expected for the work and the timeline of expected cash to come in. Depending on how organized the trader is on issuing timely invoices and chasing debt, the accounts could be affected in terms of whether a profit or loss has been declared. For example, if the trader has not included all income because he works on cash accounting, then there may be customers who have yet to pay, bad debt or even missing invoices.

· Contact existing or past clients to verify the sales made: reconcile business records with the customer records of purchase invoices.
· Look into pass years of financial statements and transactions, to look for some trend in the financial income, expenses, profits or loss. Any deviation from the norm would raise red flags and the trader would need to explain the reasons for changes.

· It would also be relevant to look at the lifestyle of the trader and how he has managed to sustain his lifestyle. Past investigations have found that business owners have sometimes diverted cash income from customers into their personal account without issue any formal invoices. Tax returns would give an idea of how much the trader is declaring and whether he may have other sources of income to help him maintain his pattern of lifestyle and spending. 
· Look at other traders and competitors in the similar field of business and size, to form an opinion of whether other businesses are going through the same downturn. Also, it would help to get an idea on expected profit margins for similar work.
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