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1.  

i. High level thieves are those white collar criminals who holds high level posts in an organization that includes executives and middle managers while low level thieves are those employees at lower levels in the organization’s hierarchy. High level thieves commit fraud of a greater magnitude in value than low level thieves as they have the ability to bypass or override controls. According to the Association of Certified Fraud Examiners Report to the Nations in 2008, executives stole an average estimated sum of £834,000 per fraud, managers stole about £150,000, and employees stole about £70,000. High level thieves’ fraud cases are however fewer that those of the lower level thieves, with more numerous fraud cases, due to the larger number of employees found at this level as compared to higher posts.



ii. Frauds involving large sums of money are particularly committed by criminals with the following profile: 

(i) Long-term employees of the organization. 

(ii) High-income earners. 

(iii) Males.

(iv) People aged over 60.

(v) People with good educational backgrounds, that is, the higher the level of education, the bigger the fraud.

(vi) People working in collusion with other perpetrators.

(vii) People who have never been subject to criminal charges.



iii. Calculating criminals are those white collar criminals generally known as the predators. They are relatively well educated, and above average intelligence and tend to be repeat offenders. They are generally inclined to risk taking and they lack feelings of anxiety and empathy. A study, in 1993, of Wall Street’s insider-trading scandals by a team of psychologists, also suggested that individuals willing to commit such crimes had an “external locus of control”—that is, they lacked inner direction, self-confidence, and self-esteem and were motivated by their desire to fit in and be accepted. Furthermore, the study found that they define success by others’ standards.



iv. Situational dependent criminals are those accidental criminals who are forced into committing a crime due to situations and pressure, the so called non-sharable problems, typically of a financial nature that can only be solved with money. When aligned with opportunity and the ability to rationalize his or her actions, the otherwise good citizen succumbs to pressure, develops one or more fraud schemes and misappropriates assets or commits an act involving some form of corruption.

On the other hand power brokers are individuals and corporates with complex fraud or financial crime inherently as part of their goals and objectives. Some organizations are deliberately established with at least some nefarious purposes in mind. Organized criminal activities often involve many individuals, organizations, shell companies, and cross-jurisdictional borders. Some of the crimes that are typically observed include conspiracy, money laundering, and mail and wire fraud.



v. The fraud triangle is a tool that was developed in order to help investigators to understand who might commit fraud and why. It helps to develop a profile to identify meaningful, nonfinancial, sociological, and psychological red flags that can be used as part of the investigatory process to determine who perpetrated the identified occupational fraud or abuse. According to the fraud triangle, three conditions are present when a fraud is conducted:

1. Perceived pressure – this is the motivating factor that pushes one into committing a crime. These pressure includes personal financial problems such as need for cash to pay hospital bills or unrealistic expectations of investors or banks that’s leads one into manipulating the financial statements.

2. Perceived opportunity – this is the ability to carry out the misappropriation of cash or organizational assets and be able to conceal it. This includes lack controls to prevent or detect fraud.

3. Rationalization – this is the justification that can be given by one for committing the crime. For example one might rationalize saying that he is being underpaid by the organization so he wanted to complement his salary by engaging into the corrupt activities such as accepting kickbacks.



vi. Gwynn Nettler, in Lying, Cheating and Stealing, offers these insights on cheaters and deceivers:

· People who have experienced failure are more likely to cheat.

· People who are disliked and who dislike themselves tend to be more deceitful.

· People who are impulsive, distractible, and unable to postpone gratification are more likely to engage in deceitful crimes.

· People who have a conscience, that is fear of apprehension and punishment, are more resistant to the temptation to deceive.

· Intelligent people tend to be more honest than ignorant people. Middle and upper-class people tend to be more honest than lower-class people.

· The easier it is to cheat and steal, the more people will do so.

· Individuals have different needs and therefore different levels at which they will be sufficiently motivated to lie, cheat, or steal.

· Lying, cheating, and stealing increase when people have great pressure to achieve important objectives.

· The struggle to survive generates deceit.



vii. A white collar criminal is usually persuaded by a number of motivations into committing a fraud. The following are typical motivations for a white collar criminal:

1. Financial motivations which ranges from employees failing to pay their bills to an executive facing financial strain on achieving goals when the market has taken a turn for the worst and the company will struggle to survive. This then put the executive at risk of losing social status and reputation.

2. Competition due to the ever-widening class gap between “winners” and “losers” is motivation enough to be on the winning end of inequality. It is this fear of failing, and of being unable to keep up with those who are making more money than us, that motivates people to commit financial crime and to consider themselves justified in doing so. They believe you must be wealth in order to thrive and succeed in a competitive society.

3. Corporate culture is another important aspect and determinant of white-collar crime. Sometimes, the norms and values of an organization and peer pressure lead an employee to commit financial fraud. Where corporate culture encourages and dictates fraud, many people are forced to follow the norms of this culture for fear of losing their jobs and becoming outcasts. Therefore, according to Sutherland, deceptive and criminal behavior becomes internalized in people as a result of them associating with people who encourage this kind of behavior.

4. Egotism is another factor as one tries to prove that he is smart and can commit fraud without being detected.

5. Psychosis that is a wish to harm the company due to mental illness.



2. The profile of a white collar criminal is usually not associated with violence or instability which makes it even more difficult to prevent or detect as opposed to most street criminals who are known to rob at gun point or burgle a house. The typical white collar criminal has the following profile:

1. Is at least 30 years of age, or older.

2. Is more likely to be male (55%) than female (45%).

3. Maintains the appearance of having a stable family.

4. Has above-average education.

5. Is less likely to possess a criminal record.

6. Is psychologically healthy.

7. Holds a position of trust in the organization.

8. Has detailed knowledge of accounting systems and the loopholes in them.

9. Has prior accounting experience

From the above profile it can be concluded that a typical white collar criminal does not look like a criminal in contrast to known street criminals who are maniacs.



3. Fraud is most common in organizations that have no controls, no trust, no ethical values, no profits, and no prospects of future prospering. Firstly, a weakness in or absence of internal controls provides the opportunity for fraudsters to commit their crimes. It provides them with both a motivation as well a better opportunity to conceal their illegal activity.

Lack of trust also creates an environment with disloyalty and dishonesty, a good recipe for fraud. Moreover, an organization with no ethical values is also associated with high level of fraud activity in the sense that, an organizational culture that proves indifferent to fraudulent acts gives other employees ground to rationalize their acts as everyone in the organization is doing it. A business that is also reporting losses usually motivates the executive to manipulate the financial statements in order to present favorable results to the investors for security reasons. More so of prospects of prospering in the future may result in executives trying to manipulate financial statements in order to save themselves from the embarrassment of failure.





Case Study

i. The trader could be guilty of a tax evasion offence. Tax evasion is fraud and implies bad faith, intentional wrongdoing, and a sinister motive. This involves a taxpayer deliberately misrepresenting the true state of their affairs to the tax authorities to reduce their tax liability and includes declaring less income, profits or gains than the amount actually earned, or overstating deductions.



ii. A thorough background check about the trader, of any previous criminal records and dishonest acts can provide evidence on the ability of the trader to easily rationalize. The trader’s educational background can also provide useful information, for example, an accounting qualification can be a good aid to the trader to manipulate transactions and financial statements in order to evade paying tax. The forensic expert can also interview the owner, the employees and staff and carefully record any deviations on explanations and false statements by the owner. Interviewing clients he has dealt with in the past may also provide critical evidence on the legitimacy of the dealings of the trader.
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