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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. 
i. At high level of organizational life, it is easy to steal because controls can be bypassed or overridden and get away with stealing large sums of money, as opposed to lower-level employees who usually steal small sums. According to the Association of Certified Fraud Examiners (ACFE)’s Report to the Nations (RTTN), in 2008, executives stole an average estimated sum of £834,000 per fraud, managers stole about £150,000, and employees stole about £70,000. Although the sums of money are greater at the higher levels, the incidents of fraud are more numerous at lower levels because of the larger number of employees at those levels.
ii. Following is the profile of criminal who commits expensive fraud:
a. Long term employees of the organization.
b. High income earners.
c. Males.
d. People over 60 years of age.
e. People with good educational background.
f. People working in collusion with other perpetrators.
g. People who have never been subject to criminal charges.
iii. Calculating criminals tend to possess above-average intelligence, are well educated and tend to be repeat offenders. They are the kind of criminals who are generally known as predators. These types of criminals are risk-takers and lack empathy or anxiety. They usually start their criminal activities later in life than other types of criminals. According to a 1993 study on Wall Street insider trading scandals, conducted by a team of psychologists, the willingness of such criminals 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 with others. Their perception of success is determined by outsiders’ opinions rather than their own.
iv. Situation dependent criminals are those who do not intentionally want to harm others but they are driven by certain situations which lead them to commit any kind of crime.
Whereas power brokers are 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.
v. The following three situations are present as per fraud triangle:
a. Incentive or Pressure-Motivation to commit fraud.
b. Opportunity-Ability to carry out misappropriation of cash or organizational assets.
c. Rationalization and attitude-Justification of dishonest actions.
vi. Following is the perception of Gwynn nettler about employees lying, stealing and cheating: 
a. If people have experienced failure in their lives, they are more likely to cheat.
b. People who have a low opinion of themselves and are disliked by others have a higher tendency to deceive.
c. Impulsive, easily distractible, impatient and selfish people are more likely to be deceitful.
d. 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.
e. Middle/upper-class people are less likely to cheat than lower-class people, and intelligent people are more honest than ignorant people.
f. People will steal and cheat more the easier it is to do so.
g. The level of motivation for an individual to commit fraud, lie or cheat depends on his/her needs.
h. Greater stress and pressure to achieve objectives leads to more deceit and cheating.
i. The motivation to deceive increases with the struggle and determination to survive.
j. A variety of personal and organizational situations lead to people lying and deceiving.
vii. Following are typical motivational factors that persuades white collar criminal to commit fraud: -
a. Misconceptions -There are many misconceptions regarding white collar crimes. Most people often do not realize that the burden of such crimes is actually on their shoulders. It is the public who pays the damage caused by such criminal activities. Do you know US taxpayers had to pay over five hundred billion dollars to cover the damage caused by the early 90’s and late 80’s loan and savings scandal? Shoddy business practices do not cost a lot to the companies that fail on such grounds because the government in most cases protects them so that widespread economic collapse could be prevented. The problem here is that the entire system is organized in such a way that such crimes are often very difficult to detect despite the fact that they cost in billions of dollars. This is the most basic reason why such criminals are always highly motivated to indulge in such activities without any fear.
b. Lack of Punishment 
Lack of punishment is another major reason that motivates people to commit white collar crimes. Our legal system often gives preferential treatment to such criminals. It is very rare when such while collar criminals are tried for their offences. Even when it happens, they easily get away by paying trivial monetary fines; even the jail imprisonment period is also very short. Since there is no fear of harsh consequences, many companies, businesses and other influential people see no problem in committing such crimes.
c. Financial Incentives 
White collar crimes have turned out to be a “highly profitable business”. The financial incentives are very high as compared to the punishments or penalties it attracts. Businesses that work with the only motive to make profits, where profit is the bottom line and must be achieved at all costs, often lack social connections and they do not care if the public in large has to suffer because of their white collar criminal activities. However, it does not mean that all companies and businesses are involved in these types of crimes. There are also many businesses that have community involvement and strong social bonds. They never get engaged in such activities because of the strong moral convictions.

2. Typical street criminal commits fraud due to following reasons:
· 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 fulfilments 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.
Whereas, a white collar or blue-collar criminals have the following features:
· Older (30+ years)
· 55% male, 45% female
· Appeared to be from a stable family
· Above-average (postgraduate) education
· Less likely to have criminal record
· Good mental health
· Position of trust
· Comprehensive and full knowledge of accounting systems and their weaknesses
· Previous accounting experience
From the above we can understand that the features of typical street criminals and that of white collar criminals is very different and the thought process of them also differs as the purpose of committing the fraud also differs. 

3. Fraud is most common in organizations having no controls, no trust, no ethical values, no profits, and no prospects as the following can be seen:
· The perception of being able to get away with fraud.
· The desperate belief of an employee that he/she needs the stolen money or articles.
· Frustration or dissatisfaction with the job, or with aspects of the job.
· Frustration or dissatisfaction with personal life or with some aspect of personal life that is not related to the job.
· An employee’s need to take revenge for being abused by the employer.
· Failure of an employee to think about the consequences of being caught committing the crime.
· The employee thinks that it is acceptable to cheat because everyone else is doing it as well.
· The employee thinks that stealing will go unnoticed because the organization is too big to be affected by it.
· The employee is having financial difficulties and feels compelled to steal.
· The employee steals because he/she wants to beat the organization.
· The employee was deprived of social or economic welfare during childhood.
· Stealing/cheating is a mechanism to fill the absence of love, trust or affection in the employee’s personal life.
· The employee is a compulsive thief.
· The employee wants to harm the organization on behalf of a friend whom he/she feels has been treated unfairly, humiliated or abused.
· The employee is lazy and does not want to work in order to fulfil his/her needs.
· The internal controls put in place by the organization to prevent cheating or stealing are so weak that everyone thinks that it is easy to steal.
· The organization has never punished or prosecuted anyone for stealing.
· There is an absence of the fear of being caught because most thieves are caught by accident and not by audit.
· Lack of counselling from the management regarding employees’ personal or financial problems.
· Not all employees steal for the same reasons. They face different situations, and have different preceding conditions and motives.
· There is a wide variety of reasons behind an employee’s stealing or cheating.
· Employees rarely face long prison sentences for committing fraud, stealing and embezzling from their employers.
· Human nature is weak and vulnerable to criminal temptations.
· In today’s world, employees have weak morals and ethics.
· Corrupt bosses set a bad example for employees, making them more likely to steal or cheat.

Case Study

i. The trader has started the business of selling and fitting kitchen using recycled materials. For this the trader has started its on website displaying certain photographs of kitchen fittings. Looking at the website the perception of anyone will be that it is the work of trader.
Using someone’s work and naming it as your own leads to identity theft as the real identity is not of the one who is using the work.
In the present case also, the trader has used others work on its website naming it as its own and hence the trader has committed a crime which is well known as Identity theft.
Also, Copyright infringement is the use of works protected by copyright law without permission, infringing certain exclusive rights granted to the copyright holder, such as the right to reproduce, distribute, display or perform the protected work, or to make derivative works. The copyright holder is typically the work's creator, or a publisher or other business to whom copyright has been assigned. Copyright holders routinely invoke legal and technological measures to prevent and penalize copyright infringement.
No tax fraud has been committed but other frauds like identity theft are committed.
ai. The forensic experts need to investigate the financial statements of the trader and look into the direct expenses which are recorded by the trader. Expenses like usage of electricity and other consumables should be proportionately linked to the business which shall be generated. The purchased should be directly linked to the sales as the trader has claimed that no sales were made during the period, if such link is not detected there is some gap in the accounts. The bank statements of the trader should be held on record and verified and proper investigation of all the assets needs to be conducted as the cash if any received must be hidden at some place or other.
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