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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?

Theft, in law is a general term covering a variety of specific types of stealing, including the crimes of larceny, robbery, and burglary. There are many different types of crimes, however a major delineation is between blue collar and white-collar crimes. In order to be able to make the difference between high level and low-level thieves, some key questions need to be justified, i.e. what is the type of asset that was stolen and how much it was worth. This determines the category and/or degree of theft and the extent of charges the accused could be faced with. Most jurisdictions create degree of theft and crime, for instance, a third degree of theft might be might be a misdemeanor involving property with a relatively low market value. On the other hand, a first-degree theft could be classified as a felony with stolen property valued above a limit established by law. 

Alternatively, some states categorize their theft (or related offenses) as "petty" or "grand". Petty or "petit" thefts typically occur when someone steals property below a certain value specified by law. The amount at which a theft is classified "petty" varies depending on the jurisdiction and are usually categorized as relatively minor crimes, also known as misdemeanors. Grand theft, on the other hand, occurs when property is stolen that is worth more than the limit for petty theft. Typically, the market value for the property at the time it is stolen is used to determine that property's value for purposes of petty or theft charges. Grand theft or comparable violations, such as grand larceny, are classified as felonies in all states. This is the most serious category of offenses and can have severe consequences for individuals convicted of such crimes.

Another example can to differentiate between high-level and low-level thieves that can occur within an organization. According to a survey performed by ACFE in 2014, the majority of fraudsters work in the accounting, finance, executive, upper management, operations, or sales sectors of an organization. Individuals in these roles often have authorized access to sensitive information and assets. In addition, those in management roles usually have the power of management override. Billing and check tampering are the most common types of fraud schemes (Daigle, Morris, & Hayes, 2009). At high levels of administrative, it is easy to steal because controls can be avoided or bypassed. The amounts that high-level managers steal, therefore, is likely to be greater than the amounts low-level employees steal. For example, according to the ACFE, executives average about £834,000 per fraud, managers about £150,000, and employees about £70,000. The number of events of theft, however, is greater at low levels of administrations because of the large number of employees found there.

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

Having defined a profile defining a typical fraudster enable an organization to be able to monitor and catch a fraudster in the act. In 2013, KPMG published a report that involved analyzing 596 fraudsters member firms investigated between 2011 and 2013. Based on the report, it was identified that some of the key characteristics of fraudsters is categorized as age, gender, rank within an organization and the department within which the fraudster is engaged. The Survey reported that the typical fraudster is between the ages of 36 to 45 years and is mostly employed in an executive, finance, operations or sales/ marketing function and holds a senior management position, was employed in an organization in excess of six years. 

According to another report published by Association of Certified Fraud Examiners (ACFE) which benchmark data compiled from 959 cases of fraud that were investigated by Certified Fraud Examiners (CFEs) between January 2006 and February 2008, it showed that men generally between 40 to 51 of age and working in an accounting department are the most common offenders. They are generally speaking, older professionals often occupying positions with authority and more access to company resources. 

iii. Define the term ‘calculating criminals.’

Calculating criminals are generally characterized as hunters or predators. They are usually intellectually above the average and well educated. On the contrary, they do have the tendency to repeat their criminal acts. Calculating criminal will seeks to predict their percentage of loss to their administrative efforts. 

The Conventional economic model of criminal behavior assumes that people commit a criminal act if the expected benefits of the crime exceeds the costs and therefore calculating criminals will in the first place consider the costs and benefits of committing a crime. Further calculating criminal are often self-interested and only think about their own needs above the needs of others around them.

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

Situation-dependent criminal normally seems like ordinary people who commit crime without the intention to harm others. Briar & Piliavin (1965) suggested that situationally induced stimuli of relatively short duration can influence individuals’ values and behaviors in such a way that leads to a decision to engage in illegal behaviors, independent of their personality traits and commitment to conformity.

Power brokers are those individuals who are able to influence the decisions of other parties. Power brokers may also be public figures, such as elected officials or well-known business leaders, who subtly work their connections rather than taking a public stance on a particular issue. In the world of finance, a power broker is typically an industry insider who is familiar with other important individuals and groups. By using these networks, they are able to exert influence or make decisions. Being in such privilege position they could usurp the financial and human resources of their companies to line their own pockets and deceive a wide range of stakeholders, including their own employees.

v. What are the three situations that are usually present in fraud case, according to the fraud triangle?

The key to deterring fraud is to understand how and why people commit fraud. Knowing the “how” helps managers and business owners create policies and design internal controls to reduce the occurrence of fraud. According to the Association of Certified Fraud Examiners there are three conditions that, when present in varying degrees, increase the risk of fraud: (1) the pressure to commit fraud, (2) the opportunity to commit fraud, and (3) the rationalization of committing the fraud.

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

Gwynn Nettler, in Lying, Cheating and Stealing, offers these insights on cheaters and deceivers: 
(i) People who have experienced failure are more likely to cheat. 
(ii) People who are disliked and who dislike themselves tend to be more deceitful. 
(iii) People who are impulsive, distractible, and unable to postpone gratification are more likely to engage in deceitful crimes.  
(iv) People who have a conscience (fear of apprehension and punishment) are more resistant to the temptation to deceive. 
(v) Intelligent people tend to be more honest than ignorant people. Middle- and upper-class people tend to be more honest than lower-class people.
(vi) The easier it is to cheat and steal, the more people will do so. 
(vii) Individuals have different needs and therefore different levels at which they will be moved to lie, cheat, or steal. 
(viii) Lying, cheating, and stealing increase when people have great pressure to achieve important objectives. 
(ix) The struggle to survive generates deceit. 

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

White-Collar fraud, theft, and embezzlement are products of motivation and opportunity. The motivation may be economic need or greed, egocentricity, ideological conflicts, and psychosis. Most on the White-Collar frauds are committed for economic reasons and often are attributable to alcoholism, drug abuse, gambling, and high lifestyle. Loose or lax controls and a work environment that does not value honesty can provide the opportunity. Motivations and opportunities are interactive: The greater the economic need, the less weakness in internal controls is needed to accomplish the fraud. The greater the weakness in controls, the level of motivational need necessary to commit a fraud is less. These statements are supported by a study performed by Bonny, Goode and Lacey in 2015 and noted that living beyond means, gambling, sudden external financial pressures, naturally dishonest person, external pressure from others to steal, drug dependency, alcohol problem and internal pressures from work-mates to steal are the most common pressures and motivation to commit frauds for an individual.

2. ‘The profile of a white -e collar or blue - collar criminal is different from other typical street criminal.’ Discuss this. (5)

Different types of people tend to commit different types of crimes. Though there are many different types of crimes, crimes generally fall into one of two broad categories:
Street crime and White-collar crime.
From a sociological perspective, it's helpful to understand these categories so we can explore the different types of people who commit those crimes and why. Street Crime is any criminal offence that typically takes place or originates in a public place. There are many different types of street crime. Some types are violent and some are non-violent. For example, crimes against persons are all crimes involving bodily harm, the threat of bodily harm or other actions committed against the will of the victim. Assault, battery, sexual assault, homicide, domestic violence and robbery are crimes against persons. Crimes against property are all crimes involving the theft of or damage to property. Crimes against property don't involve bodily harm or the threat of bodily harm to a victim. Crimes against property include burglary, arson, auto theft, shoplifting and vandalism. Other types of street crime include drug crimes, which are all crimes involving the manufacturing, possession, use or sale of illegal substances. Drug manufacturing and trafficking are popular activities of street gangs. Gang activity often involves property crimes and personal crimes.  Statistics kept through the Bureau of Justice Statistics and the FBI show that most street criminals are:
· Young
· Urban
· Under-privileged
· Racial minorities
· Male
On the contrary, White-collar crime refers to non-violent crimes committed by business or government professionals for financial gain. White-collar crime involves lying, cheating or stealing. Fraud, embezzlement, forgery, money laundering, Internet scams, tax evasion, environmental law violations and security violations are all forms of white-collar crime. White-collar crime occurs in the course of the criminal's legitimate job or profession. The term white collar crime was reportedly first coined in 1939 by sociologist Edwin Sutherland and is synonymous with the full range of frauds and scams committed by business and government professionals including things like bank fraud, bribery, check fraud, copyright infringement, corporate fraud, cybercrime, election law violations, embezzlement, financial institution fraud, forgery, fraud in general, fraud against the government, health care fraud, identity theft, insider trading, mass marketing fraud, money laundering, mortgage fraud, phone and telemarketing fraud, Ponzi schemes, public corruption, and more.
The typical profile of a white-collar criminal includes the following attributes (Piquero and Benson 2004; Pontell et al. 2014; Stadler et al. 2013):
· 
· (i) The person has high social status and considerable influence, enjoying respect and trust, and belongs to the elite in society.
· (ii) The elite have generally more knowledge, money and prestige, and occupy higher positions than other individuals in the population occupy.
· (iii) Privileges and authority held by the elite are often not visible or transparent, but known to everybody.
· (iv) Elite members are active in business, public administration, politics, congregations, and many other sectors in society.
· (v) The elite is a minority that behaves as an authority towards others in the majority.
· (vi) The person is often wealthy and does not really need the proceeds of crime to live a good life.
· (vii) The person is typically well educated and connects to important networks of partners and friends.
· (viii) The person exploits his or her position to commit financial crime.
· (ix) The person does not look at himself or herself as a criminal, but rather as a community builder who applies personal rules for his or her own behavior.
· (x) The person may be in a position that makes the police reluctant to initiate a crime investigation.
· (xi) The person has access to resources that enable involvement of top defense attorneys, and can behave in court in a manner that creates sympathy among the public, partly because the defendant belongs to the upper class, often a similar class to that of the judge, the prosecutor, and the attorney.



3. “Fraud is most common in organizations that have no controls, no trust, no ethical values, no profits, and no prospects.” Discuss this. (5)

In any organization, people are motivated by myriad factors; sales quotas, corporate economic health and survival, competitive concerns, career advancement and so forth, which can easily override their moral compasses. Such misconduct constitute a serious costly risks to the continuity and survival of a business. 

It is quite obvious that without adequate controls, an organization operates inefficiently, in an unreliable manner and out of compliance with applicable laws and regulations. For instance, within an organization with no or low controls, it normally imply that an employee would complete a job tasks in an environment without the assurance of personal safety. This leads to increase risk of fraudulent activities happening as employees’ will not be bothered about being caught in the act. Further, an organization with no control would entail high rates of customer dissatisfaction, poor sales and lack of lucrative business partnerships reflect a company that lacks direction and focus. Waste, inefficient use of resources, poor management decisions, and high rates of product errors, loss of records, carelessness and mistakes which generally demonstrate poor business practices and ineffective management. Therefore it will be difficult to detect errors and frauds, adversely affecting the organization financial position within the market and to its competitors. Lack of control would further lead to bad management which will result in a decrease in profits.

Trust is a key component in deterring fraudulent acts. Employing honest, trustworthy personnel is critical; however, trusting employees is not a replacement for an internal control system. An internal control system does not rely solely on trust, but is an "objective" set of procedures to help ensure that goals are met. Any override of controls provides an "opportunity" for someone to take advantage of the system which management is responsible for.

Therefore in order to minimize the occurrence of fraudulent acts, it is imperative to institute a comprehensive set of policies and procedures, an organization can mitigate the problems associated with lack of control. Making each employee accountable for ethical behavior, high standards for business conduct and adherence to laws ensures that transactions occur in a reliable way. Ensuring that only trained, trustworthy, knowledgeable and competent personnel perform tasks prevents errors, irregularities and fraud. Control systems must be monitored and maintained and independent audits ensure compliance with internal and government regulations.

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?
 
Government around the world has enacted legislations that contains provisions addressing false or misleading representations and deceptive marketing practices in promoting the supply or use of a product or any business interest. All representations, in any form whatever, that are false or misleading in a material respect are subject to these Acts. If a representation could influence a consumer to buy or use the product or service advertised, it is considered to a fraudulent act. It makes no difference whether the business intended to mislead you or not. If the overall impression left by a business’s advertisement, promotion, quotation, statement or other representation creates a misleading impression in your mind such as to the price, value or the quality of any goods and services then the behavior is likely to breach the law. Different countries and/or States have their own laws regulating false advertising and other deceptive trade practices. Taking into consideration these regulation and legislation, then it is highly probable that the Trader has made infringement, as his intention was to promote sales through false publicity. 

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 should collect and analyses circumstantial evidence. Circumstantial Evidence is also known as indirect evidence. It is distinguished from direct evidence, which, if believed, proves the existence of a particular fact without any inference or presumption required. Which means that the Forensic Expert should collect Information and testimony presented by the trader, its employees and customers that would permit conclusions that indirectly establish the existence or nonexistence of a sale transaction. The bank statements and cash ledgers of the trader should be scrutinize where all deposits and withdrawals over a period of activity is investigated and be adequately supported with proper documentary evidences.

The Forensic Expert should further analyses other circumstantial evidence, for instance usage of electricity in the furniture workshop, any payment of wages to workers and purchases of materials. 
[bookmark: _GoBack]



Referencing:
[1] The Association of certified fraud examiners, ACFE, (2014), Fraud Examiners Manual.
[2] Daigle, R., Morris, P., & Hayes, D. (2009). Small businesses: Know thy enemy and their methods.  The CPA Journal, 79(10), 30-37. Retrieved from http://www.cpajournal.com/.
[3] KPMG, 2013. Global profiles of the fraudster. White-collar crime – present and future.
[4] Briar, S. and I. Piliavin, "Delinquency, situational inducements and commitment to conformity," JSocial Problems.
[5] Bonny, P., Goode, S., & Lacey, D.  (2015). Revisiting employee fraud:  Gender, investigation outcomes and of- fender motivation. Journal of Financial Crime.
[6] Piquero, N. L., & Benson, M. L. (2004). White Collar Crime and Criminal Careers: Specifying a Trajectory of Punctuated Situational Offending. Journal of Contemporary Criminal Justice.

Student Statement:

By submitting this assignment, I confirm that this is my own work.

	Student Signature
	[image: ]
	Date
	01/07/2020



For Tutor / Assessor Use Only
	Total Marks
	

	Marks Obtained
	

	Percentage / Grade
	



10

image2.jpg
JTHN Pl




image1.png
ﬁ
o R




