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Crime and Economy

Assignment 2

QUESTION 1

I. Ways effects of crime influence economy

· Crime affects economy in numerous ways. The influence of crime in economy can be approached in two broad ways. Firstly, there is microeconomics and macroeconomics.

· Microeconomics assesses crimes in relation to business and individuals while macroeconomics looks at the effects of crimes on the society as a whole. Society entails local communities, national and the world as a whole.

· Most companies lose billions of monies in criminal activities and some collapse due to criminal activities that eat away financial resources. When the companies collapse, the ripple effect crops up since the staff will be laid off and their dependants would suffer.

· Individuals and companies lose reputation following the aftermath of crimes.

· Buildings and other infrastructure systems were destroyed and huge resources were deployed to restore the damages following the September 11 attack at the World Trade Centre in the US, where a prestigious building was hit by terrorists and the actions sent shockwaves across the whole world. People became apprehensive of security of air travels and offshore businesses. Many people were perplexed and marveled at the sophistication with which the crime was organized and committed. The effects of crimes can be felt across the globe and the cost reality is enormous

ii.How crimes cost the economy and tax payers

As stated above, the cost implications of crime cannot be gainsaid and the losses suffered, both at the local level and national and even internationally could be massive.

Some of the cost components of crime are discussed below.

· Law enforcement systems and processes carry with them huge sums of monies. There are policemen training, magistrates and equipment used in law enforcement must be maintained.

· Crime prevention mechanisms put place, draw huge sums of tax payers monies. Attempts to prevent crimes call for various programmes and resources such as stopper programmes, rehabilitations some of which are sophisticated and may need more monies to implement.

· Drug and alcohol abuses and the restoration of the victims involved in criminal activities take a huge chunk of money and time. Some people are involved in drug trafficking leading to a chain of criminal activities. These may lead to waste of tax payers monies in attempting to track the offenders and may be using resources to curb the illicit trade in drugs by the antinarcotics.

· The imprisonment of the offenders needs facilities for custody and security staff to keep guard of the inmates .There is a need for housing the prisons staff, food, medicare, supervision and training for the inmates in jail. These consume huge sums of taxpayers’ money.

· Courts, prosecution and the public defenders need monies to execute their duties. Systems employed to keep crimes t bay and the prosecution systems use a lot of financial resources.

· Huge medical bills are incurred due to injuries and accidents suffered by individuals who have become victims of attacks and targets for criminals. Hospitals all over the world get sick people some of whom are maimed with multiple body injuries and the criminals are spared of the scathes.

· Insurance companies and other business entities suffer financial strains caused by expenses incurred by victims of crime. Pilferages at supermarkets and frauds by various stakeholders in the business arena such as employee, vendors cost the tradesmen colossal sums of money.

Question. 1.iii Arson

D.Mannings, in his book, ‘Financial Investigation and Forensic Accounting’, defined arson as’ a malicious and willful burning of another person’s dwelling house or outhouse’. The cost implication of arson could be looked at from two aspects, that is, threats and the actual cost of the property destroyed.

Question 1.iv money laundering
This refers to an act of concealment of sources of dirty money that has been earned from illicit activities through various schemes. The offender attempts to hide the sources money obtained illegitimately.

Activities that involve money laundering include,

· Transfer of money and other large cash purchases offshore, 

· Large cash purchases of property, multiple deposits in different financial institutions and small or multiple deposits of cash in different branches of the bank in the same account. 

· Another characteristic of money laundering activity is dealings in transactions and also transfers of funds to tax havens. Transfer of large sums of money on behalf of the public. Any monies from illicit sources that the owner cannot give cogent explanation of the source.

QUESTION 2

Embezzlement

D.Mannings, in his book ‘Financial Investigation and Forensic accounting, defined embezzlement as a form of financial crime that involves conversion of another person’s property for personal use by another with intention to deprive the original user access to the property, either permanently or temporarily. It starts with the property on which one had lawful control but which he wrongfully converts to own personal use. In the rationalization* stage it involves diversion of assets or resources of another for personal use. Examples, converting cash of the employer to personal use. The employee/officer inwardly may be stating “I am only borrowing …and will return the cash”, but, eventually it may become impossible to refund back the money and hence the crime of embezzlement would have been committed. 

QUESTION 3

FORGERY

Forgery is deceitful making of material misstatements of any writing with intention to deceive another unsuspecting person (called victim) It may be committed in several ways such as signature of another being appended by a different person (fraudster) signing in pencil or ink, by type writer, caring and involves key futures such as signature not made by the alleged person and someone signed illegally.

Differences between forgery and uttering

Uttering is an act of offering a forged instrument with intent to deceive. In forgery, the intention to cheat is the basis of the crime of forgery.

In uttering, there is a presentation of a forged document with intention to cheat and or gain economic advantage over another unsuspecting person. Examples include presentation of fake cheque for payment, depositing a fake cheque into a bank account. Delivering a forged note to pay for obligation and, getting a certification of a forged will

Case study 2

From my understanding of the facts surrounding the case of the couples, there is a suspicion of money laundering scheme going on within the premises.

The forensic accountant should have assessed the following to get details of the monies

· Carry out lifestyle audit of the couple and engaging with them to get explanations for the sources of their income.

· Obtaining as search warrant to enable seizure of forensic items within the dwelling premises

· Examining bank statements to establish the cash flows in and out of the suspected accounts. By checking for the deposit patterns, the forensic accountant could get a clue that money laundering was going on .If there are multiple large deposits in different branches or small deposit in different branches of the same bank.

· G/L statement from bank compared with receipts of cash deposits and compare with actual 

· Real estate records

· If the couple has a bank cheque book, the forensic accountant should check  counterfoils and trace the transactions in the bank statement

· Linking information should be checked, motor vehicles, land and any property linked with the PIN from Inland Revenue Authorities

· He should look for the presence of money laundering activities as detailed in question one above. 

· Check, for large cash purchases of immovable assets as a red flag that should provoke doubts on the legitimacy of sources of finance. The accountant should track and trace from the bank statement, and do income reconstruction and attempt to determine amount unaccounted for which should then be deemed to have accrued from illicit activities.

*Dr.D.Cressey’ (1973) fraud triangle. Three elements for fraud ;opportunity, pressure and rationalization
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