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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.
	Crime And Economy

1. Give short answers for the following questions:                                                            (8)

I. In what way do the effects of crime influence economy?

Answer:

· To deter crime, we need to do two things:

· Catch offenders…

· …and punish them

· Catching a higher fraction of offenders is more costly

· Requires more police, more detectives, etc.

· More severe punishment also tends to be more expensive

· Most common punishments are fines and imprisonment

· Fines cost nothing – state even makes money

· But fines don’t always work, because not everyone can pay them
· Besides fines, most punishments are inefficient – make offender worse off, and are costly to state

· With rational criminals, raising the expected punishment should lead to fewer crimes being committed

· On a per-crime basis, raising either the probability of being caught or the severity of the punishment is costly

· But as we increase expected punishment…

· we get fewer crimes committed,

· and maybe fewer offenders we need to detect and punish
· So the cost of punishing those criminals we do catch could go up or down

· Which means the marginal cost of deterring another crime could be positive or negative!

· So depending on how much the crime rate responds to deterrence, increasing the likelihood of being caught could…

· Reduce social costs – by reducing both the number of crimes committed and the number of criminals we have to punish

· Increase social costs – by increasing the number of criminals we catch and have to punish (in addition to requiring more spending on detection)

The cost of crime to society can be divided into four fundamental components:
Victim costs

Direct economic losses suffered by crime victims, including medical care costs, lost earnings, and property loss/damage.

Criminal justice system costs

Local, state, and federal government funds spent on police protection, legal and adjudication services, and corrections programs, including incarceration.

Crime career costs

Opportunity costs associated with the criminal’s choice to engage in illegal rather than legal and productive activities.

Intangible costs

Indirect losses suffered by crime victims, including pain and suffering, decreased quality of life, and psychological distress.

Measuring losses across these four components provides an estimate of the economic cost of individual crimes. The broad societal perspective is appropriate for economic analysis and program evaluation because more narrow perspectives (e.g., crime victim, criminal justice agency, community organization) apply to specific stakeholders or agendas. For comparability with previous research, this study uses established methods while incorporating the most current sources of crime and cost data to produce an expanded list of unit cost estimates for thirteen criminal offenses, including several crime categories not found in previous studies. These new crime cost estimates are necessary inputs for full economic evaluations of addiction treatment, neighborhood policing, welfare reform programs, and any other programs or interventions with a crime prevention component.

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

Answer:

Crime is part of human nature. Crime is based on biological, psychological, sociological, and/or economic aspects. One of the earliest approaches to explaining the causes of crime was classical theory. A product of the Enlightenment, based on the assumption that people exercise free will and are thus completely responsible for their actions. In classical theory, human behavior, including criminal behavior, is motivated by a hedonistic rationality, in which actors weigh the potential pleasure of an action against the possible pain associated with it. Crime is a Human conduct in violation of the criminal laws of a jurisdiction that has the power to make such laws, and for which there is some form of authorized sanction. Property crime involve vandalism, check forgery, shoplifting and most car theft. while  white collar crime involve occupational, corporate crime , political crime, insider trading, fraud, embezzlement, computer. white collar crimes  are  people who commit crime as part of their normal business activity:  corporate directors who use their inside knowledge to make millions, accountants who juggle the books, concealing profits to avoid taxes.  From these definitions, it is clear that both economy and tax are affected. the economy shakes when political crimes and property crimes are committed and tax collection is also affected due to loss of property and theft of money from banks and business corporations.
III. What is ‘Arson’?

Answer:

Arson is defined as to unlawfully and intentionally damage, or attempt to damage, any real or personal property by fire or incendiary device. Arson is defined as purposely setting fire to a house, building or other property. Arson is the second leading cause of death by fire.  Estimated 500 Americans die in arson-related fires. Arson causes more than $2 billion in property damage. Only 19% of arson cases resulted in arrest; Only 2% were convicted. 50% of arsonists -- under age of 20 . 40% are under 15 years old). Fire burns up and out (v-pattern).   Presence of a combustible material is needed.  Needs fuel and oxygen to continue. Spread influenced by air currents, walls and stairways.
IV. What is money laundering? Point out some activities which could encompass

money laundering.

Answer:
Money laundering is the process of disguising the proceeds of crime in an effort to conceal their illicit origins and legitimize their future use with  Objective to conceal true ownership and origin of the proceeds, a desire to maintain control, a need to change the form of the proceeds . Money laundering techniques  can be simple, diverse, complex, subtle, but secret. 


Proceeds = any economic advantage derived directly or indirectly from criminal offenses
In other words, money laundering is the process of concealing Illegal source. It is the  application of income derived from criminal or illegitimate activity. Subsequent disguising of the source of that income to make it appear legitimate . Source: Association of Certified Anti-Money Laundering Specialists - ACAMS. 

The following are some of the activities which encompasses money laundering

· transfer of money and other monetary instruments to and from overseas

· Depositing huge amounts of money into different financial institutions

· buying various tangible and intangible properties with large amounts of money. for example the government of Tanzania bought the presidential Jet from Britain. It was discovered that the amount of paid was far more from real price since it was a used Jet.

· Increase in cash shipments without increase in number of accounts

· Cash on hand usually exceeds bond limits

· Large turnover in large bills in excess of small bills 

· Cash shipments which appear large in comparison to dollar volume of currency transaction reports

· Large volume of cash deposits from business that are not normally cash intensive

· Branches that have far more cash (volume and or value) than usual compared with other branches 
The diagram below summarizes the money laundering cycle
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4.
INTEGRATION

«The last stage in the laundering
process.
«Occurs when the laundered
eedsare distributed back to

« Creates appearance of
legitimate wealth.

1.
Predicate Crimes

Corruption and Bribery
Fraud

Organized crime

Drug and human trafficking
Environmental crime
Terrorism

Other serious crimes...

LAYERING

« Involvesdistancing the money
from its criminal source:
« movementsof § into
different accounts
« movements of money to
different countries
« Increasingly difficult to dety

2.
PLACEMENT

« Initial introduction of criminal
proceedsinto the stream of
commerce

« Most vulnerable stage of money
laundering process




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

financial crime?                                                                                                                       (7)

Answer:

Embezzlement means the crime of stealing the funds or property of an employer, company, or government or misappropriating money or assets held in trust. for example Postmaster charged with embezzlement. A postmaster for the United States Postal Service has been charged with embezzlement of public money in federal court.
Sandra Kay Martinez, age and address unavailable, was charged this week in U.S. District Court, Southern District of Iowa. She was a postmaster in Scott County when the alleged crime occurred.
According to court records, the suspect allegedly embezzled $1,000 in government money from Jan. 1, 2004, to Dec. 12, 2005. reported by Quad City Times. An embezzler is often the most trusted person in the office, one who stays late and is protective about his work area. You entrust the people you hire, pay them to do their job, and they “act” like they would do anything for you—it is only human to feel that they should be trusted

The thieves will stay late and come in early. They will want to take work home with them. From the example given, this is obvious a financial crime.

3. What is forgery? And what is the difference between forgery and uttering?            (7)

Answer. 

Forgery.—Whoever falsely makes, alters, forges or counterfeits a public record, or a certificate, return or attestation of any clerk or register of a court, public register, notary public, town clerk or any public officer, in relation to a matter wherein such certificate, return or attestation may be received as a legal proof; or a charter, deed, will, testament, bond, or writing obligatory, letter of attorney, policy of insurance, bill of lading, bill of exchange or promissory note, or an order, acquaintance, or discharge for money or other property, or an acceptance of a bill of exchange or promissory note for the payment of money, or any receipt for money, goods or other property, or any passage ticket, pass or other evidence of transportation issued by a common carrier, with intent to injure or defraud any person, shall be guilty of a felony of the third degree, punishable as provided in s. 775.082, s. 775.083, or s. 775.084. source Florida Statutes 2012. 
A forged check is a check that is signed by someone other than the drawer without the drawer’s authority. Forgery is a crime, subject to a fine and imprisonment. You are guilty of a crime if you knowingly offer a forged check, even if you did not personally commit the act of forgery. You are guilty of a crime if you knowingly offer a forged check, even if you did not personally commit the act of forgery. When an offeror deliberately submits a forged instrument to another, the resulting crime is called uttering
Case Study                                                                                                                                 (8)

As part of an ongoing investigation, the police raided a house and found a large quantity of  cash. The occupants of the house claimed that the monies were savings which they had recently withdrawn from their bank accounts. The police suspected that the funds were the proceeds of the crime that they were investigating and made an application to confiscate the funds.

The defendants’ solicitors obtained accountant’s report which concluded that the monies had indeed come from legitimate savings. The forensic accountant was instructed to review that report’s findings. He was able to show that the couple had spent considerably more cash than apparently received and concluded that the husband and wife must have had access to unidentified sources of income. The couple refused to provide an explanation for the unidentified income so the Court granted the application to confiscate the monies discovered by the police.

Questions

Based on the above case, what do you think that the forensic accountant would have assessed to get to know the actual facts about the monies? And how he was able to conclude that the husband and wife must have had access to unidentified sources of income? 
Answer:

Forensic account should have conducted a proper fraud investigation professionally. You do not have to give fraud report without sufficient and vivid evidence and documents to convince the court that the money was stolen from an identified source. The family may have other sources which they do not know and this is always true that we have sources of income which is not known to others. for example the family may own some apartment which earn them an income and which even tax collectors does not know. for example in most countries, apartments are not registered by governments to collect tax. so in such case you cannot ask somewhere that money come from. A proper investigation should be conducted before submit the case to the court.
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