Name: Kaushik Badry 
Student Number: 1489
Assessment 3





Cover Page

Assignment 3

Psychology of The Fraudster 










1. Give short answers for the following questions: 
I. You are an investigative officer, how would you differentiate between high and low level thieves?  
Answer:
When it comes to occupational fraud – the difference is clearly mentioned by the definition of White Collar and Blue Collar Crime, as follows:
A white-collar crime is a crime that is committed by someone of high socioeconomic status. The term white-collar crime derives from the phrase “white-collar worker.” A white-collar worker is a worker that does professional, clerical, or administrative work. Most “office jobs”, in the general usage of the term, are white-collar jobs. Acts of white-collar crime include fraud, embezzlement, identity theft, and income tax evasion, among others. White-collar crime is called white-collar crime because the assets and resources that are involved in committing the crime, such as finances, clients, and sensitive information, are more readily accessible by white-collar workers, like lawyers, bankers, and politicians., which can be classified as high level thieves. 
A blue-collar crime is a crime that is committed by someone who is part of the lower class or working class. It may also be used to refer to crime that does not involve a criminal in a position of power, or a criminal able to access upper-class resources. In a similar fashion to the phrase white-collar crime, blue-collar crime derives from the term blue-collar worker, which traditionally refers to people employed in the field of manual labor, but may generally refer to anyone employed in work paying low wages or requiring lower skill levels. 




II. Give the profile of a typical criminal who commits more expensive fraud.  
Answer:
· High Social Status 
· High Education and Intelligence 
· Respected by members of their community and position of trust
· Smart and show superiority 
· Work in account – finance – upper management – CEO and other high rank executives of the company or corporate
· Authorised access to sensitive information and assets 
· Have the power of management override 
· Long time service employees and hard working 
· Familiar with company’s system and weakness
· Familiar with court proceedings and loopholes in laws
III. Define the term ‘calculating criminals.’  
Answer:
Calculating criminals are predators. They tend to be repeat offenders; they have higher-than-average intelligence, and they are relatively well educated. They usually begin their careers in crime later in life than other criminals. These predators are generally inclined to risk taking²no surprise there²and they lack feelings of anxiety and empathy.³external locus of control´²that is they lacked inner direction, self-confidence, and self-esteem and were motivated by their desire to fit in and be accepted.




IV. What is the main difference between situation dependent criminals and power  brokers?  
Answer:
	Situation Dependant Criminal 
	Power Brokers 

	Definition: Most literature and media coverage of white-collar crime focuses on the highly publicized, outrageous variety while the more common kind does not receive much attention. However, the majority of corporate crime is committed not by people who want to harm others intentionally but by those who are driven by their situations.  
	Definition: Nowadays, powerful corporate criminals, who hold high positions in the organization, possess the traits belonging to the previous two categories explained above, but they still form a separate category called the “power broker”. Although their characteristics might coincide with those of the situation-dependent and calculating criminals, their methods and motives are different. It is hard to believe that these business leaders, who are often heading highly successful enterprises, thought that they could obtain illegal benefits and make even more money at the expense of their organization’s finances and its human resources. Certainly, not all of them started their careers with the intention to deceive investors,   stakeholders, and their own employees and to steal from the organization. Not all of them are predators. However, their financial crimes are generated by a dangerous combination of predatory traits and their positions in the organization, which they are able to exploit. 



	Different Types of Situation Dependant Criminal:
· Price Fixing 
· Insider Trading 
· White Collar Crimes
	Different Type of Power Brokers:
· Political Power Broker 
· Governmental Power Broker 
· Corporate Power Broker 
· Stock Exchange Power Broker 
· Real Estate Investment Power Broker
· Purchase and Acquisition Power Broker
· Insurance Power Broker 



V. What are the three situations that are usually present in fraud case, according to the  fraud triangle?  
Answer:
· Pressure / Motivations
· Opportunity 
· Rationalization / Neutralization 
VI. Briefly describe the Gwynn Nettler’s perception about employees lying, cheating, and stealing.  
Answer:
About Lying, Cheating and Stealing, Gwynn Nettler, suggestions these understandings on cheaters and deceivers:
· People who have experienced failure are prone to cheat.
· People who are not liked and who hate themselves are more likely to be more deceitful.
· People who are thoughtless, capable of being distracted and unable to delay fulfillments are more likely to involve in deceitful crimes.
· People who have a sense of right and wrong (fear of anxiety and punishment; that is, awareness of disclosure) are more resistant to commit a crime.
· Intelligent people are more likely to be honest than uneducated people. Middle and elite-class people tend to be more honest than lower-class people.
· The easier it is to fraud and cheat, the more people will do so.
· Individuals have different needs and levels at which they will be adequately driven to lie, cheat, or steal.
· Lying, cheating, and theft increase when people are under stress to attain important objectives.
· The struggle to survive leads to deceit.
VII. What are the typical motivations for a white - collar criminal, which persuades him to commit fraud?  
Answer:
· He believes he is doing the right things 
· He is acting in a legitimate manner and will pay back the loan (the Fraud Value)
· Take months or more to fully accept their guilt – some does not even accept that they are guilty of fraud or theft 
· View himself as a law abiding citizen 
· Believed that he is performing acceptable business practices within the organisation – that the operational practices, while aggressive, were legal and even necessary for the survival of the organisation 
· Competitive Economic Activity 
· Money and social symbolic cast as a prime indicator of prestige within a society
· Smart and show domineering attitude within the community 
· Everyone’s getting rich, so why shouldn’t I?
· Taking money is just a temporary ‘‘borrowing,’’ it will be returned when the gambling/betting winnings materialize.
· I deserve these ‘‘perks’’ as reasonable compensation, and the company can certainly afford it.
· This is a victimless crime, if anything, and I am not hurting anyone; in fact what I am doing is for a good cause!
· It is not really a serious matter
2. ‘The profile of a white - collar or blue - collar criminal is different from other typical street criminal.’ Discuss this. 
Answer:
The term "white-collar" crime originated to distinguish the nonviolent nature of fraud from violent street crimes, such as armed robbery. It was used because most people in a position to commit fraud were white-collar clerical, managerial or executive employees within a business organization or governmental institutions rather than blue-collar laborers. The term should not be taken too literally – a blue-collar truck driver or receiving dock employee who steals the inventory to which he has access is also committing white-collar crime.
 
Fraud that is visible on financial statements, tax evasion, government corruptions, corporate governance, however, is usually committed by higher levels of management

The perpetrators are typically well educated, have a high social standing and are respected members of the community. They use their social and cultural background as well as their specialized knowledge and skills to their advantage.
 
In addition, they are usually experienced and adept at bending others to their will. An organization in which management is dominated by a single person or small group may be a perfect breeding ground for fraud. 

Intimidation, domineering behavior and pressure from top management are often part of the psychological deception to conceal a fraud.

Street crime is any criminal offense 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. 
3. “Fraud is most common in organisations that have no controls, no trust, no ethical values, no profits, and no prospects.” Discuss this. 
Answer:
Individuals lie, steal and cheat on the job in a variety of individual and administrative situations.
The ways that are followed are:
· Personal variables
· Skills/abilities
· Attitudes/favorites
· Personal requirements/needs
· Morals/principles
· Organizational variables
· Type/scope of the job (meaningful work)
· Preparation/training provided
· Credit/acknowledgment system
· Significance of administration and management
· Clarity of duties
· Clarity of job-related objectives
· Interactive trust
· Motivational and moral environment (ethics and values of superiors and co-workers)
· External variables
· Amount of competition in the industry
· General financial conditions
· Social values (ethics of challengers and of social and political role models)

Measures to protect against fraud by either organization insiders or outside dealers, suppliers, and contractors must be sufficient; that is, they must achieve the goal of control-cost-feasible protection of assets against damage, loss, or destruction. Cost-feasible protection means minimal expenses for full protection. Generating an organizational police state would be too much control. A sensible viewpoint on controls and countermeasures is the best, and may require involving staffs in creating control policies, plans, and procedures. A well-adjusted viewpoint considers the costs and benefits of the proposed new controls while developing a trusting culture that includes loyalty and honesty. A distrusting culture is often associated with frauds. However, complete trust with no answerability is the main cause of fraud.
Fraud is therefore most widespread in organizations that have no controls, no trust, no ethical values, no profits, and no prospect. Similarly, the more these situations exist, the higher the risk of fraud. 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 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.
Case Study
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?  
Answer:
· Two possible crimes that come from the generic name of Cyber Crime 
· The 1st Possible Crime is Mass Marketing Fraud or Consumer Fraud – by the definition given by the National Fraud and Cyber Crime Reporting Center United Kingdom as highlighted in green below:
	Mass marketing scams are also known as consumer frauds. They could 	involve:
· Someone pretending to sell something they don’t have. The fraudster takes your money without giving anything in return for it.
· A fraudster supplying goods or services which are of a lower quality than those paid for, or failing to supply the goods and service bought altogether.
· Someone trying to persuade you to buy something you don’t really want using oppressive marketing or sales techniques.

· The Second Possible Crime is Online shopping Fraud – by the definition given by the National Fraud and Cyber Crime Reporting Center United Kingdom as highlighted in green below:
As the popularity of internet shopping and online auctions grows, so the number of complaints about transactions is increasing. Some of the most common complaints involve:
· Buyers receiving goods late, or not at all
· Sellers not receiving payment
· Buyers receiving goods that are either less valuable than those advertised or significantly different from the original description
· Failure to disclose relevant information about a product or the terms of sale.

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

The investigation started by the pictures and photographs used to build the website.

It is obvious that the tax inspector knows that they are luxury goods and that thy have a certain high prices in the market.

I presume she has done some research work to compare prices with other sellers in the same range and branded product to come to the conclusion that the profit generated should be higher that what has been declared. 

As the litigation is on the pictures – the forensic expert should have directed his inquiry and investigation on where these pictures have been taken and sourced.

The forensic expert has proved to the tax inspector that these pictures were not real work of the trader and he has taken that from magazines or Luxury home revues 

He presented the photographs and magazines to the inspector together with an explanation of how the trader had created his website and some information which showed that the fittings shown in the photographs were of a far higher standard than those he intended to sell and fit. 

[bookmark: _GoBack]The inspector accepted our findings and the investigation were closed without significant adjustment to the original taxable trading results.
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