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1. 
(i) You are an investigative officer, how would you differentiate between high and low level thieves?

High level thieves are those which hold higher level positions in an organisation. It is easier for them to steal because they can override or bypass internal controls easily and get away with stealing larger sums of money. Low level thieves are employees holding lower level positions who are usually able to steal small amounts of money. The sums of money are larger at the higher levels. The number of incidents of fraud is higher at the lower levels because there is a larger number of employees.

(ii) Give the profile of a typical criminal who commits more expensive fraud.

The typical profile of a criminal who commits a more expensive fraud is the following: he/she is usually a long-term employee (more than 6 years), the one 
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with higher income, a holder of an important position in an organisation, someone who knows the system and its weaknesses, a male aged over 60, with good educational background, usually extroverted, friendly and highly respected. Someone who often works in collusion with other perpetrators and someone who has never been subject to criminal charges. 

(iii) Define the term ‘calculating criminals’

Calculating criminals are called predators. They tend to be repeat offenders with higher than average intelligence and they are relatively well educated. They usually begin to commit crime later in their life than other criminals. They are inclined to risk-taking and often lack anxiety and empathy. Their willingness to commit crimes derives from ‘an external locus of control’, which means they lack self-esteem and confidence, and want to fit in with others. Their perception of success is determined by others’ opinions rather than their own. 

(iv) What is the main difference between situation dependent criminals and power brokers? 

Situation dependent criminals are seemingly ordinary people who are driven to commit the crime by their situations rather than by the intention to harm others. The power brokers are criminals who possess characteristics of both calculating and situation-dependent criminals, but their methods and motives are different.
They often hold high positions and are heading highly successful enterprises. Not all of them are predators. Their crimes are generated by a dangerous combination of predatory traits and their positions which they are able to exploit. 

(v) What are the three situations that are usually present in fraud case, according to the fraud triangle?
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The three situations which are usually present in a fraud case are:
1. Pressure – there are different pressures, motivations or incentives which lead people to commit crime. These could for example be: a difficult financial situation of the person, the financial situation of a company which may cause the executive to potentially loose social status and reputation, fear of failing or not achieving targets. A person may be motivated to commit fraud due to norms and values of an organisation.            
2. Opportunity – is the ability to steal cash or company’s assets. The opportunity arises in an environment with poor internal controls, lack of segregation of duties and poor ethical values. 
3. Rationalisation – the criminal justifies the dishonest actions. These typically include ‘our actions are benign and were not meant to harm anyone’, some justify the act by stating it was just a loan and they intended to fully repay it.

(vi) Briefly describe the Gwynn Nettler’s perception about employees lying, cheating, and stealing. 

According to Gwyn Nettler employees are likely to lie, cheat or steal when they have experienced a failure in their lives, have low self-esteem and are disliked by others. People who are impulsive, easily distractible, impatient and selfish are more likely to be deceitful. People who have higher perception of detection are less likely to cheat or deceive. People will steal or cheat more if it is easier to do so. Greater stress and pressure to achieve objectives may lead to more cheating or deceit. There are a variety of personal, organizational and external variables that will have an impact on the person’s likelihood of cheating. 

(vii) What are the typical motivations for a white – collar criminal, which persuades hi to commit fraud?
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The typical motivations for a white – collar criminal to commit a crime can for example be a fear of losing social status and reputation when the company is 
struggling to survive due to a downturn in the market. Another motivator can be a struggle to pay the bills which may lead an employee to commit a crime.
Also the company’s culture, values and norms may lead employees to commit a financial fraud. The employees might be under pressure to meet targets and may revert to price-fixing or bribery.

2. The profile of a white – collar or blue – collar criminal is different from other typical street criminal. Discuss this. 

The typical white - collar criminal is a male, a person aged over 60 who holds a significant authority in an organisation, has an above-average education and also above-average intelligence, has been working for the organisation for long time (typically over 6 years) and is a high-income earner. The white – collar criminal is usually someone who has never been subject to criminal charges and someone who often works in collusion with others. These criminals are usually highly trusted employees who have a stable family, have detailed knowledge of organizational systems and the loopholes in them. They are often pleasant people who no one would suspect of being criminals. The white – collar criminals don’t mean to harm anyone at least not physically. Their harm is more financial.
In contrast a typical street criminal is a young person with anti-social behavior often as a result of drug or alcohol abuse, is urban, under-privileged, often coming from racial minorities. Usually has a basic or no education, does not have a job or home. 
Same as for a white – collar criminal a street criminal is also typically a male. 
The type of crime the street criminals commit is different to the white – collar crime. The crimes committed by a street criminal may involve a bodily harm, threat 
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of bodily harm or other actions committed against the will of the victim, steeling, robbery, assault, homicide and domestic violence amongst others.

3. “Fraud is most common in organisations that have no controls, no trust, no ethical values, no profits, and no prospects.” Discuss this.

From the studies of fraud cases we see that fraud is more common in organisations that have no controls, no trust and ethics. There is a poor management and the company has negligible profits and no future prospects.
If there are no or weak controls people think it is easy to steal and cheat. Weak controls and lack of segregation of duties are often present in fraud cases, but a complete lack of trust can also bring disloyalty and dishonesty. 
The problem of no controls and segregation of duties is particularly a problem in small businesses which often have only one accountant responsible for all financial tasks. There is no division of duties and no control mechanisms. 
On the other hand strong internal controls will not prevent all fraud as no control system is watertight. The fraudsters can also collude with others to circumvent the controls.  
The occurrence of fraud also depends on the ethical values of the organisation, the quality of its management and supervision. If there is a corruption at the high management level this will set a wrong example for the employees who may think that everybody does it so why shouldn’t they. Often the organisations put too much stress and pressure on employees to achieve objectives which leads to more deceit and cheating. Organisations should have clear company’s law which is fair, has been well communicated and is respected by upper management and which is efficient, easily enforced and applied uniformly. That way it will be more likely respected by the employees. Even if the company has a law, a crime may still occur. This is because the rewards of the crime may exceed the risk of detection and punishment. We have seen in recent years that many white - collar crimes 
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receive lenient punishment or some even go unpunished. Many wealthy executives get away with light sentences when they have disrupted lives of thousands of people. 
Fraud is also more present in companies which are struggling to survive. The executives may resort to manipulating financial results in order to project a better financial health and prospects of the company. This is to ensure that they can keep the positions of successful executives and avoid losing social status and reputation. 

Case study

i) If the trader actually committed a crime, what kind of crime it is?

If it proves that the trader committed a crime he would have committed a financial statement fraud as the trader would have deliberately omitted to report sale transactions from the business accounts. He would also have committed a tax evasion as the most likely reason for omitting the sale transactions was to avoid paying taxes. 

ii) How can the forensic expert investigate the case properly when the trader could have sold the goods without generating any invoices or on cash? 

The forensic accountant should obtain bank statements of the trader, which should include both business and personal accounts in order to determine the sources of income of the trader. This would include the investigation of the any receipts, deposits, cheque deposits, any investment income, rental income, etc. The forensic expert should also scrutinise the payments made from the business as well as the personal bank accounts, any payments made by credit cards for which 
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the expert should obtain statements. The expert should identify any purchases of goods and material, any payments to workmen who might have been fitting the kitchens and other expenses which might confirm that the trader actually did fit kitchens for clients. The expert should visit the premises of the trader (e.g. his workshop, office or home if the business is operating from the trader’s home) and observe any stocks of material or goods and reconcile them to the purchase invoices to determine if any of the purchased material has been used and is no longer in stock.
Since the trader claimed that he did not sell any kitchens it is important to determine his source of income. Did he finance his personal and/or business expenses from his spouse’s income, rental income, savings or an income from any other business? The expert should calculate the traders expenses related to the business but also his personal expenses which will prove whether he was able to afford them. Based on the outcome of the above investigation the expert should interview the trader again.
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