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CRIME & ECONOMY

1. Short questions
[bookmark: _GoBack]
I. In what way do the effects of crime influence economy?

Crime effects the economy in many ways and this can be better explained by firstly dividing the economy into two categories as follows:

a) Micro level economy – this is at the level of an individual or a business.
b) Macro level economy – this could be at local community level or at national or even international level for multinational organizations.

Now, with regards to effect on the economy, then the first level, (a) above, there is limited influence.  But, if a crime is committed at a large multinational organization such as an investment bank for example, then the influence car be catastrophic for the employees, national economy and even the industry itself because by being penetrated by criminals, customer would lose trust in the bank’s ability to protect data, money, asset and reputation, which are all major ingredients to informed decision making by the customers in the first place.

Also, subsequent costs due to the breach carried out by criminals would include engagement of third parties such as law enforcement agencies, courts, incarceration facilities, law suits, and more, which all would influence the economy adversely due to the committed crime.

II. How does the crime costs economy and tax payers?

Crime has indirect costs on the economy and tax payers as it creates a need for additional work and efforts to prevent it from recurring as well as bring to justice those who committed the crime.  Some of it is paid by the tax payers towards the law enforcement agencies, training for prevention of crime, incarceration, courts, rehabilitation and other estate sponsored crime detection and prevention activities.

With regards to the cost to the economy, then that is a direct result of lost business, reputation, increased costs for insurance premiums, additional security/deterrents, legal fees for the business, wastage of time and effort (reduction in productivity), etc.

III. What is Arson?

It is when a criminal intentionally and maliciously burns down a site of crime in order to destroy the dwelling, its contents and cause.  Some part of the property must be burnt and destroyed intentionally for it to be considered an arson attack.

IV. What is money laundering?  Point out some activities which could encompass money laundering.

Money laundering is a criminal activity that is carried out by businesses as a means of hiding gains made from illegal activities, utilizing various methodologies and schemes.

Some of the activities that could encompass money laundering could include acquisition of tangible or intangible assets on cash; depositing earnings into offshore bank accounts; setting up ‘Special Purpose Vehicles’ (SPV) as umbrella organisations and depositing money in them; transferring money in or out of the country on behalf of the public.

2. What do you understand by the term ‘embezzlement’?  Why is it considered a financial crime?

Embezzlement occurs when an employee of a company takes the proceeds from sale of good or services without recording it in the system.  E.g. a security guard a taking cash to let people enter a club and keeping the cash without disclosing the sale.

The same would be termed ‘skimming’ is the perpetrator was the owner of the business.

It is considered a financial crime because it deliberately taking something valuable, such as cash, from the business without being detected.

3. What is a forgery?  And what is the difference between forgery and uttering?

Forgery is a deliberate attempt to make changes or materially modifying the writing on a cheque, contract, will, etc. with the intention to deceive the rightful owner.

Uttering is the presentation or offering of such a document (forged instrument) with the intention to deceive.  E.g. presenting a cheque to the bank with forged signature or forged amount.

Case Study 

As per the forensic accountant the couple spent more cash than they earned through their jobs, plus whatever they had saved up over time.

They also claimed the money was recently drawn-down from their bank, which the forensic account could check through the bank statement.  If the money came through the bank account, then sources of income into the account would be checked to ascertain what is regular versus ad hoc deposits.

For forensic account to arrive at this conclusion he/she must have verified the sources of couple’s income through pay slips and other sources of income such as investment returns in forms of dividends, loans, etc.

Once the total inflow of cash has been identified and summed up, the forensic accountant must have reviewed all the outgoings from the bank accounts and added up total.  Then he/she must have subtracted one from the other to know the difference.  If the variance comes to an adverse amount it would prove that the couple had access to other sources of funding through embezzlement most probably in this case.

The forensic accountant may also have utilized Fraud Theory Approach, where he/she would have devised a fraud investigation plan with the police and others who know the couple and their dealings.  During this process, the forensic accountant may have reviewed receipts of purchases found in the house, on bank statements and credit card statements.  Also, may have looked at newly purchased items and enquired about how they were acquired and request proof of purchase.  Finally, the forensic accountant may have used computer based tools to investigate recent activities over the internet in form of purchases that may hint towards their fraudulent acts.
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