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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. 
	1. Give short answers for the following questions: (14)
i. You are an investigative officer, how would you differentiate between high and low

level thieves?
As an investigative officer, I would be able to differentiate between high and low level thieves by first finding out: (ii) what amount of money which was stolen from the organisation and;(ii) then try to establish at which level of the organisation did the suspected perpetrator/thief comes from. 
If the amount stolen is a large amount and it was suspected that the perpetrator came from the management of the organisation, I would realise that I was dealing with a high level thief. However, if I found that the amount of money stolen is a small amount, this would give me reasons to suspect that this perpetrator comes from the bottom of the organisation making him a low level thief.
I would make these assumptions because of the work of the Association of Certified Fraud Examiners (ACFE) and other researchers where they indicated that it is easier for high-level managers and employees to steal from their organisation because they are able to override and bypass internal controls easily and get away with stealing large sums of money, opposed to lower-level employees who usually steal small sums of money. In support of these assumptions, their 2008 report stated that executives stole an average estimated sum of £834,000 per fraud, managers stole about £150,000, and employees stole about £70,000. Furthermore, their study revealed that High-level perpetrators cause the greatest damage to their organizations and that fraud committed by owners/executives was more than nine times as costly as employee fraud. They also reported the executive-level or high level frauds take much longer to detect and that these perpetrators cause the greatest damage to their organizations than perpetrators of lower level fraud.

These findings and assumptions clearly indicated that high-level thieves came from the top management of organisations which includes executives and managers, whereas the low-level thieves come from the low level employees of the organisation. Therefore, I would use these assumptions and results to assist me in making an assumption as to who or which level of employees in the organisation is most likely to have committed the fraud.
ii. Give the profile of a typical criminal who commits more expensive fraud.
The ACFE RTTN has gathered a profile of fraudsters based on information collected from CFEs (Certified Fraud Examiner) in its assessments. The CFE indicated that more expensive frauds, in terms of cost or losses, are committed by fraudsters who (a) have been working with the company for a long time, (b) receive a high earnings, (c) are males, (d) are above 60 years of age, (e) are well educated (the higher the educational degree completed, the higher the damages), (f) work in groups rather than alone, and (g) have never been accused with anything criminal.
iii. Define the term ‘calculating criminals.’
Calculating criminals: They are generally known as predators that tend to possess above-average intelligence, are well educated and are repeat offenders. They are generally inclined to risk taking and lack feelings of anxiety and empathy. These predators usually begin their careers in crime later in life than other types of criminals. Their willingness to commit crimes derives from “an external locus of control”, which means that they lack self-esteem and confidence, and simply want to fit in and be accepted. Also, their perception of success is determined by outsiders’ opinions rather than their own.
iv. What is the main difference between situation dependent criminals and power

brokers?
Power Brokers: They are individuals who, through their connections, are able to influence the decisions of other parties. They are typically industry insiders, and are familiar with other individuals and groups who are able to exert influence or make decisions. Power brokers may be elected officials, business leaders or individuals who are connected. Because of the influence that they have on an organization's decision makers, they are able to command high fees and the attention of individuals, organizations and companies looking to make headway with a particular project or goal. For example, industry lobbyists and media personnel who are familiar with the ins and outs of a particular issue are able to reach and influence decision makers faster than those who are unfamiliar with the key players.

Situation-Dependent Criminals: They are ordinary people who commit crimes without the intension to harm others but are driven by their situations. For example, an employee who cannot pay his/her bills and one who live a life way beyond what his salary can afford can become such as criminal. This is significant in understanding white-collar crime, because nearly all news reporting and much of the scholarly literature in this area focuses on "shocking, highly publicized, and largely typical cases" and ignores the more common and ordinary criminals and offenses that account for most white-collar crimes.

There some differences between these two groups of criminals. The main differences are as follows: 
1. Situation-Dependent Criminals commit crimes mainly because of the situations that they find themselves in whereas Power Brokers, because of their connections and influence that they have in the organisation. 
2. Situation-Dependent Criminals normally commits their crimes on their own whereas the Power Brokers commits their crime by getting involve with other persons or by conspiring or influencing others.

3. Situation-Dependent Criminals are mainly ordinary people within the organisation whereas Power Brokers, are mainly high level officials including, business leaders or individuals who are connected.
4. Situation-Dependent Criminals are normally persons who have no power or influence in the organisation whereas Power Brokers criminals are persons who have power and influence in the organisation. Due to the influence that power brokers have on an organization's decision makers, they are able to command high fees and the attention of individuals, organizations and companies looking to make headway with a particular project or goal. 
In conclusion, this above answer has indicated that the two groups of criminals, situation dependent criminals and power brokers have a number of differences. These differences make the two groups of criminals unique from each other.
v. What are the three situations that are usually present in fraud case, according to the

fraud triangle?
The Fraud triangle is a framework designed to explain the reasoning behind a worker’s decision to commit workplace fraud. The three stages, categorised by the effect on the individual, can be summarised as pressure, opportunity and rationalisation. They are explained below:
1.The pressure on the individual: The motivation behind the crime and can be either personal financial pressure, such as debt problems, or workplace debt problems, such as a shortfall in revenue. The pressure is seen by the individual as unsolvable by orthodox, legal, sanctioned routes and un-shareable with others who may be able to offer assistance. An example of a perceived un-shareable financial problem is gambling debt. 

2. The opportunity to commit fraud: This is the means by which the individual will defraud the organisation. In this stage the worker sees a clear course of action by which they can abuse their position to solve the perceived un-shareable financial problem in a way that is again, perceived by them, is unlikely to be discovered. In most cases the ability to solve the problem in secret is key to the perception of a viable opportunity.

3.The ability rationalise the crime: This is the final stage in the fraud triangle. This is a cognitive stage and requires the fraudster to be able to justify the crime in a way that is acceptable to his or her internal moral compass. Most fraudsters are first-time criminals and do not see themselves as criminals, but rather a victim of circumstance. Rationalisations are often based on external factors, such as a need to take care of a family, or a dishonest employer which is seen to minimise or mitigate the harm done by the crime.

The triangle of fraud as explained above suggests that in most fraudulent acts, three circumstances lead to the commission of fraud. They are the incentive to commit fraud, the opportunity to carry out the fraudulent act and the ability to rationalize or justify the fraud.
vi. Briefly describe the Gwynn Nettler’s perception about employees lying, cheating, and

stealing.
A study which was conducted to ask employees whether they are honest at work revealed that 40 percent of them said that they would not steal, 30 percent said that they would and 30 percent said that they might steal. A part from those overviews about people, when it comes to fraud committers what is said about them? Well when it comes to employees lying, cheating, and stealing, Gwynn Nettler, made the following assessment:

· If people have experienced failure in their lives, they are more likely to cheat.

· People who have a low opinion of themselves and are disliked by others have a higher tendency to deceive.

· Impulsive, easily distractible, impatient and selfish people are more likely to be deceitful.

· People who are afraid of being caught and of suffering punishment, i.e. those who have a higher perception of detection, are less likely to be tempted to cheat or deceive.

· Middle/upper-class people are less likely to cheat than lower-class people, and intelligent people are more honest than ignorant people.

· People will steal and cheat more the easier it is to do so.

· The level of motivation for an individual to commit fraud, lie or cheat depends on his/her needs.

· Greater stress and pressure to achieve objectives leads to more deceit and cheating.

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

· A variety of personal and organizational situations lead to people lying and deceiving.

Individuals lie, steal and cheat on the job in a variety of individual and administrative situations. The following are a few personal, organizational and external variables that affect a person’s likelihood of cheating:
1. Personal variables

· Core beliefs and values

· Aptitude

· Personal preferences and attitudes

· Needs and wants

2. Organizational variables

· Nature of the job and its scope, i.e. how meaningful is the job?
· The training and tools provided to the employees.

· The organization’s reward system.

· The level and quality of supervision and management on the job.

· Roles and responsibilities associated with the job and how clearly they are defined.

· Objectives of the job.

· Interpersonal relations and the level of trust.

· Organizational values and ethics of co-workers.

· Motivational environment of the organization

3. External variables

· The level of competition from other companies in the industry.

· The economy

· Social values that encompass the ethics of competitors, social and political role models etc.
The above answer gave a detailed explanation as to how Gwynn Nettler assessed employees lying, cheating, and stealing.

vii. What are the typical motivations for a white - collar criminal, which persuades him to

commit fraud?
An article entitled “The Psychology of Fraud”, published in 2001 indicated that fraud like other crime, can best be explained by three factors: (i) a supply of motivated offenders; (ii) the availability of suitable targets and; (iii) the absence of capable guardians, control systems or someone to mind the store. Moreover, the financial aspect of a financial crime should not be ignored. These financial motivations vary, ranging from an employee who cannot pay his/her bills to a senior executive who is under financial strain because the market has taken a turn for the worse and the company will struggle to survive. In the latter case, the strain is not limited to the financial downturn but includes the prospect of losing social status and reputation. For example, the US government indicted that Sanjay Kumar, the CEO of Computer Associates, and two of the company’s executives for stating revenues and profits prematurely. 

Some theories propose that white-collar crime is a direct and an unavoidable result of competitive capitalism. Recklessness and even deception are given a free hand in the name of competition and to satisfy the egos of powerful executives. The repetitive message for the masses is that, in the struggle not just to survive, but to thrive and succeed in a competitive society, one must be wealthy. 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. 

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. This is true in many cases involving price-fixing, bribery and the manufacturing of dangerous products. Loyalty is transformed into collusion and team- playing becomes conspiracy. 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 behaviour becomes internalized in people as a result of them associating with people who encourage this kind of behaviour. 

Conformity and the appearance of being normal and stable are key factors that help mask such crimes. The fact that these criminals lead conventional lives and have normal personalities gains them the trust of their superiors and colleagues and enables them to commit fraud. The amazing aspect of a white-collar criminal’s personality is his/her ability to rationalize and justify his/her acts. They strike a balance between normalcy and deviance without even feeling conflicted. They can only do so by “neutralizing”. This act of neutralizing and rationalizing allows criminals to commit the crime while ridding themselves of all blame. The kind of rationalizations use by fraudsters include: Our acts are benign and were not meant to harm anyone and; (ii) the inability of employees to pay their bills and provide for their families, which compelled them to steal. Some embezzlers satisfy their consciences by stating that they were merely borrowing some money and intending to return it later, or that if everyone else is doing it, why should they be left behind? 
In support of the above motivating factors, a study which was conducted by Bucy and colleagues in 2012 money, financial gain, greed and opportunity were cited as the motive for committing white colour crime. Their study also noted opportunity, a sense of entitlement, arrogance, competitiveness, and rationalization as motivating factors. This study indicated that leaders are motivated by fear of failure or of losing their job or lifestyle. With such fear, desperation kicks in and overrides the individual's inner moral compass. Bucy et al (2012) stated that white collar criminals cut ethical corners because of pressure from above to meet particular financial goals. In so doing, these actors either convince themselves that the act is not really criminal or they believe their actions are a common practice in their field, and, therefore, they will not or should not get in trouble. He stated that culture of the organisation and opportunity for criminal behaviour are motivation factors for white colour crime. Coleman (1987) suggests that “culture of competition” that emphasizes individual achievement and the pursuit of wealth and status is a motivating factor for white colour crime. Convicted white collar defendants confirmed these views. For example, Walt Pavlo, Credit Collections Manager at MCI Tele- communications, Inc., who falsified MCI accounts receivables and stole $6 million from MCI, spoke of greed, opportunity, and culture. 
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2. The profile of a white -e collar or blue - collar criminal is different from other typical street criminal.’ Discuss this. (5)
A street crime is any criminal offense that typically takes place or originates in a public place. Whereas, white-collar crime refers to non-violent crimes committed by business or government professionals for financial gain. There are many different types of street crimes some of which are violent and some are non-violent. However, white-collar crime involves, lying, cheating or stealing and are mainly non-violent. White collar crime includes crimes like fraud, embezzlement, forgery, money laundering, Internet scams and tax evasion.

The Bureau of Justice Statistics and the FBI have formulated a profile for a street criminal. They indicated that most street criminals: 

· Are young 

· Came from an Urban area
· Are Under-privileged 

· Came from racial minorities 

· Are male 

On the other hand, the Association of Certified Fraud Examiners (ACFE) indicated that a typical White-Collar Criminal profile is as follows.
· Is at least 30 years of age, or older. 

· Is more likely to be male than female, 

· Maintains the appearance of having a stable family. 

· Has above-average education. 

· Is less likely to possess a criminal record. 

· Is psychologically healthy. 

· Holds a position of trust in the organization. 

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

· Has prior accounting experience

Based on the profile for a street criminal put forward by the Bureau of Justice Statistics and the FBI, and the one put forward by the Association of Certified Fraud Examiners for a white e collar crime suggest that these groups of criminal are different. Some of the main difference in profile by these groups of criminals are as follows:
1. A street criminal is usually a young person mainly male whilst a white-collar or blue-collar criminal is at least 30 years of age, or older and mainly male.
2. A street criminal is usually an under-privilege person whilst a white-collar criminal is usually an educated person.

3. A street criminal is usually from a minority group who comes from an urban area whereas the white-collar criminal comes from all groups and everywhere in the country.

4. A white-collar criminal normally belongs to a business organisation and holds a position of trust therein whilst the street criminal normally does not belong to a business.

5. A white-collar criminal is less likely to possess a criminal record whereas the street criminal normally has a criminal record.

6. A white-collar criminal is normally a professional working in a business organisation whilst the street criminal is normally unemployed or if employed, they are at the lower level of the business organisation.

The above answer has indicated that the two different groups of criminals have different profiles. It has also indicated that whilst the while collar criminal is involved mainly in non-violent crimes, the street criminal is involved in both violent and non-violent crimes. 
3. “Fraud is most common in organisations that have no controls, no trust, no ethical values, no

profits, and no prospects.” Discuss this. (5)

Fraud is most widespread in organizations that have no controls, no trust, no ethical values, no profits, and no prospect. In support of this claim, observed evidence shows that the most common factor in all frauds committed is the lack of setting apart of duties with no compensating control, a situation which is commonly presents in small business units. Small businesses and establishments (e.g., charities) have a higher risk of fraud than any other size business, because they are more likely to have one accountant, no isolation of duties, and no compensating control, and those factors are the most common in fraud. The more these situations exist in organisations, the higher will be the risk of fraud. In addition, blind trust in the employees and lack of accountability in organisations make it lucrative to commit fraud. Also, a total lack of trust may breed disloyalty and dishonesty among employees which can lead to them committing fraud.
Furthermore, at high levels of administrative life, it is easy to steal because controls can be avoided or bypassed. The Association of Certified Fraud Examiners (ACFE) and other researchers have indicated that it is easier for high-level managers and employees to steal from their organisation because they are able to override and bypass internal controls easily and get away with stealing large sums of money. As a result, the amounts that high-level managers steal, is likely to be greater than the amounts low-level employees steal. Stronger support came for this view in 2008 when the ACFE (Association of Certified Fraud Examiners) indicated that executives average about £834,000 per fraud, managers about £150,000, and employees about £70,000. 
In concluding, the above discussion has clearly demonstrated that fraud is most common in organisations that have no controls, no trust, no ethical values, no profits, and no prospects.
Case Study (6)
The accounts of a trader were under tax investigation by the local tax office. He had recently

begun selling and fitting kitchens using recycled materials, including pine dressers and cupboards,

and the new website he had created to support the new service displayed some very impressive

photographic results of his work.
The tax inspector (as part of her tax investigation into the accounts, which had been submitted for

the new business) had looked at the website and used the photographs to produce a costing

exercise. It showed that, even based on a reasonable assumption that only four kitchens had been

sold and fitted during the period, a far higher profit than that which had been declared would have

been generated. She had therefore begun an investigation into the business’s and the trader’s

financial affairs. A forensic expert was instructed to assist the trader in the enquiry.

Having reviewed the papers and met with the inspector the expert quickly established that the key to the investigation were the photographs on the trader’s website. He interviewed the trader who explained that he had not actually sold or fitted any kitchens during the period but had used

photographs from books and magazines to give the impression on his website that he had experience of fitting luxury kitchens. After meeting with the trader, the forensic expert was fully convinced that the trader was right in his statement.

Keeping in view the above case, please answer the following questions:
i. If the trader has actually committed the crime, what kind of crime it is?
1. The use of photographs from books and magazines on his website to give the impression that the company has the experience of fitting luxury kitchens, knowing very well that this information is false would amount to Improper Disclosure which is one method of committing the offence of Financial Statement Fraud. Therefore, he would have committed the offence of Financial Statement Fraud. To show how the trader’s action would amount to Financial Statement Fraud, an explanation of both Financial Statement Fraud and Improper Disclosures are given below.
Financial statement fraud is defined by Bradford (2017) as the deliberate misrepresentation, misstatement or omission of financial statement data for the purpose of misleading the reader and creating a false impression of an organization's financial strength. Financial statement frauds fall into general categories which include improper revenue recognition, manipulation of liabilities, manipulation of expenses, improper disclosures on financial statements and overstating assets.
Improper Disclosures: these frauds are commonly based on misrepresenting the company and making false representations in press releases and other company filings. Also by making false statements in the commentary sections of annual reports of other regulatory filings are another source for improper disclosures. 

2. Secondly, if it was proven that a far higher profit than what had been declared by the trader had been generated, then the crime which would have been committed by the trader here is Skimming. I said skimming because this would have been a case where the trade, who is the company’s owner diverted the business’s income to his personal use. Also, based on the facts given here, it indicated that the money could not be traced from the business organization to the perpetrators. To get a better understanding skimming, the offence is explained below. 
Skimming is the act of diverting the business receipts to one’s own personnel use. It normally occurs when the perpetrator steals cash receipts before the transactions is recorded in the company’s financial records and is therefore, often referred to as off-the-books scheme. In most of these crimes, the skimmed money cannot be traced from the business organization to the perpetrators.
ii. How can forensic expert investigate the case properly when trader could have sold the goods

without generating any invoices or on cash?
The forensic expert investigator would have investigated the case properly even if the trader could have sold the goods without generating any invoices or on cash because:

(i) The forensic expert could have checked the trader’s purchase invoices and/or purchase inventory to find the out: (a) amount and type of goods purchased and; (b) the total cost of these goods.
(ii) He would have also checked the traders stock of goods to find out how much goods he has in stock to determine how much good has he sold.

(iii) He should check the trader’s sales and purchase register to find out the purchase and selling price of these goods

(iv) The sales register will also tell the forensic expert, the amount of revenue derived from the sale of goods.
(v) check with the trader’s suppliers with the view of verifying the amount of goods he purchased from them.

(vi) The forensic expert should check the expense register to find out the total expenses that the trader has incurred in the course of conducting his business.

Being equip with the above information, forensic expert will know exactly how much goods the trader purchased and the amount that he has sold from that amount. He would then find out whether these two figures correspond with what is written on the Financial statement. He would also find out whether the sales revenue and cost of good purchased, coated in the Financial statement correspond with the figures he obtained from his checks.  He will also find out whether the expenses figures correspond. 

These information and cross checks will assist the forensic expert to conduct a properly investigation in this case even when the trader could have sold goods without generating any invoices or cash.
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