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 i  •  Course Information

CRIMINOLOGY AND EMPLOYEE FRAUD

White-collar and economic crime are not legal terms. In criminology, they refer to a wide variety of 
offenses. This course covers various types of crime and corporate illegal behavior. It also covers various 
employee fraud schemes.  

LEARNING ASSIGNMENTS AND OBJECTIVES 

As a result of studying each assignment, you should be able to meet the objectives listed below each 
individual assignment.

SUBJECTS

Criminology Related to Fraud
Employee Fraud

Study the course materials from pages 1 to 60

Complete the review questions at the end of each chapter
Answer the exam questions 1 to 10

Objectives:

• Identify various types of crime and corporate illegal behavior.
• Identify various employee fraud schemes.

NOTICE

This course is sold with the understanding that the publisher is not engaged in rendering legal, accounting, or other professional 
advice and assumes no liability whatsoever in connection with its use. Since laws are constantly changing, and are subject to 
differing interpretations, we urge you to do additional research and consult appropriate experts before relying on the information 
contained in this course to render professional advice.
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EXAM OUTLINE

• TEST FORMAT: 7KH�¿QDO�H[DP�IRU�WKLV�FRXUVH�FRQVLVWV�RI����PXOWLSOH�FKRLFH�TXHVWLRQV�
DQG�LV�EDVHG�VSHFL¿FDOO\�RQ�WKH�LQIRUPDWLRQ�FRYHUHG�LQ�WKH�FRXUVH�PDWHULDOV�

• $&&(66�),1$/�(;$0��/RJ�LQ�WR�\RXU�DFFRXQW�DQG�FOLFN�7DNH�([DP��$�FRS\�RI�WKH�¿QDO�
exam is provided at the end of these course materials for your convenience, however you 
must submit your answers online to receive credit for the course.

• /,&(16(�5(1(:$/�,1)250$7,21��7KLV�FRXUVH�TXDOL¿HV�IRU�� CPE hours.

• PROCESSING: <RX� ZLOO� UHFHLYH� WKH� VFRUH� IRU� \RXU� ¿QDO� H[DP� LPPHGLDWHO\� DIWHU� LW� LV�
submitted. A score of 70% or better is required to pass. 

• &(57,),&$7(�2)�&203/(7,21��Will be available in your account to view online or 
print. If you do not pass an exam, it can be retaken free of charge.
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CHAPTER 1: CRIMINOLOGY RELATED TO FRAUD

Chapter Objective
After completing this chapter, you should be able to:

• Identify various types of crime and corporate illegal behavior.

White-collar and economic crime are not legal terms. In criminology, they refer to a wide variety of 
offenses. The major common elements of such behaviors are: (1) They grow out of occupational efforts 
in business, politics, and the professions, and (2) they rarely involve force or threat of force. Perpetrators 
typically do not seek out their jobs to commit crime. Their lawbreaking typically occurs after they are 
confronted with temptation or faced with circumstances they believe they cannot satisfactorily resolve in 
any lawful manner. 

(FRQRPLF�FULPHV�FDQ�EH�GH¿QHG�DV�DFWV�LQ�YLRODWLRQ�RI�FLYLO�DQG�FULPLQDO�ODZ�GHVLJQHG�WR�EULQJ�¿QDQFLDO�
reward for the offender. These are crimes against property, not crimes characterized by force or violence 
against people. Most criminologists have noted that property crimes are treated with indifference by the 
average citizen compared to violent crime. Studies suggest that nearly every person has participated 
in a theft of some sort: petty shoplifting, cheating on income taxes, stealing a book from a college 
bookstore, or pilfering from a place of employment. Another reason for the public’s tolerance is the belief 
that economic crimes “really don’t hurt anyone.” Mild punishment for economic crimes is common.

$0$7(856�$1'�352)(66,21$/6

Much economic street crime is caused by occasional criminals. Their decision to steal is largely related 
to opportunity, and these thefts are neither well planned nor well-executed. In addition, included in this 
group of amateurs, are the millions of occasional thieves who earn their incomes legitimately, but engage 
in such activities as shoplifting, pilfering, and tax fraud. 

Occasional property crimes occur when people have an opportunity or situational inducement to commit 
crime. Opportunities are available to all members of all classes, but members of the upper class have 
more opportunity to engage in lucrative business-related crimes.

Professional thieves make the bulk of their income from law violations. Most are not deterred by the law, 
and many are very skilled at their craft. Not a great deal is known about the professional thief, except 
WKDW�WKUHH�W\SHV�RI�RIIHQGHUV�FDQ�EH�LGHQWL¿HG��2QH�JURXS�LV�\RXQJ�SHRSOH�ZKR�DUH�WDXJKW�WKH�FUDIW�RI�
theft by older professionals; another is gang members who continue their thefts after maturing out of 
gang activity; and the third category includes youths who are incarcerated for minor offenses and learn 
the techniques of professional theft while in prison. 

“Organized crime” is a special case. It is a conspiratorial activity, involving the coordination of many 
people in planning and executing illegal activity or in the pursuit of a legitimate activity through unlawful 
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means (for example, using threats to secure a stake in a legitimate corporation). Organized crime 
involves continuous commitment by primary members, although individuals with specialized skills (such 
as contract killers) may be brought in when the need arises. Organized crime organizations are usually 
structured along hierarchical lines–a chieftain supported by close advisors, and then lower echelon 
members.

Organized crime has economic gain as its primary goal, though achievement of power and status also 
may be a motivating factor. Organized crime is not limited to providing illicit services. It includes such 
sophisticated activities as laundering illegal money through legitimate business, land fraud, and computer 
crimes. Most organized crime income comes from narcotics distribution, loan sharking, and prostitution. 
However, billions of dollars are gained from white-collar crime, gambling, theft rings, pornography, and 
other illegal enterprises.

Until fairly recently, federal and state governments did little to combat organized crime. One of the 
¿UVW�DQWL�organized crime measures was the Interstate and Foreign Travel or Transportation in Aid of 
Racketeering Enterprises Act (the Travel Act). The Travel Act prohibits interstate facilities and interstate 
commerce with the intent to promote, establish, carry on, or facilitate an unlawful activity. In 1970, 
Congress passed the Organized Crime Control Act. It provides for special grand juries in localities where 
major organized crime appears to be active. It also creates a general federal immunity statute whereby 
a witness can be ordered to jail for 18 months for refusal to testify, after having been granted immunity 
IURP�SURVHFXWLRQ�IRU�VSHFL¿HG�RIIHQVHV�

People acting alone or in small groups are basically amateurs. The “organized criminals,” popularized by 
the government and the media, are the professionals.

:+,7(�&2//$5�&5,0(

0RVW� IUDXG� LV� ³ZKLWH�FROODU� FULPH�´�6FKRODUV�GLIIHU�ZLGHO\� LQ� WKHLU� GH¿QLWLRQV�RI�ZKLWH�FROODU� FULPH��7KH�
'LFWLRQDU\�RI�&ULPLQDO�-XVWLFH�'DWD�7HUPLQRORJ\��SXEOLVKHG�E\�WKH�%XUHDX�RI�-XVWLFH�6WDWLVWLFV��GH¿QHV�
white-collar crime as:

³QRQ�YLROHQW�FULPH�IRU�¿QDQFLDO�JDLQ�FRPPLWWHG�E\�PHDQV�RI�GHFHSWLRQ�E\�SHUVRQV�ZKRVH�
occupational status is entrepreneurial, professional or semi-professional and utilizing 
WKHLU�VSHFLDO�RFFXSDWLRQDO�VNLOOV�DQG�RSSRUWXQLWLHV��DOVR�QRQ�YLROHQW�FULPH�IRU�¿QDQFLDO�JDLQ�
utilizing deception and committed by anyone having special technical and professional 
knowledge of business and government, irrespective of the person’s occupation.”

7KLV� GH¿QLWLRQ�PD\� EH� LQFRPSOHWH� LQ� WZR� ZD\V�� )LUVW�� E\� OLPLWLQJ� RIIHQVHV� WR� WKH� FRXUVH� RI� SHUVRQV¶�
occupational work, it overlooks other possible perpetrators and other possible violations. While many 
people can commit larceny in the course of their daily activities, only a few corporate executives can 
YLRODWH�WKH�6KHUPDQ�$QWLWUXVW�ODZ��6HFRQG��WKH�GH¿QLWLRQ�RYHUORRNV�WKH�UROH�RI�WKH�³FULPLQDO´�FRUSRUDWLRQ��

Several distinct differences distinguish street crimes/economic crimes from white collar crime. 
2SSRUWXQLW\�LV�WKH�¿UVW�GLVWLQJXLVKLQJ�FKDUDFWHULVWLF��$Q�XQHPSOR\HG�SRRU�\RXWK�ZLWKRXW�IXQGV�PLJKW�WXUQ�
to armed robbery. However a bank teller, who is also short of cash, might embezzle because a different 
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opportunity presented itself. Most criminals will commit crimes with which they are the most familiar, are 
the most easily accomplished, and have the fewest dire consequences. An often unheralded bonus of 
social status is access to opportunities for the less dirty, “more decent” kinds of crime. 

3XEOLF�3HUFHSWLRQ�RI�:KLWH�&ROODU�&ULPH

According to some criminologists, the apparent increase in fraud is due to the lack of seriousness with 
which the public regards white-collar crime. However, some studies show that fraud-related offenses are 
perceived by the public to be as serious if not more serious than more traditional crimes, especially for 
white-collar violations that have harmful physical consequences.

Illustrating this point is a poll conducted by the National Survey of Crime Severity. Sixty thousand 
(60,000) respondents 18 years of age or older were given a list of offenses and each was asked to rate 
and assign a value to each crime. The survey results showed that both occupational and “common” 
crime are viewed as serious behavior, although the degree of seriousness varies with the offense. Fraud 
by a grocer and a ten dollar embezzlement are perceived to be as serious as an obscene phone call. A 
bribe accepted by a city politician and a $1,000 armed robbery rate about the same. Table 2-1 shows the 
study results. (Note: This study was performed over 25 years ago; therefore, some of the dollar amounts 
OLVWHG�VHHP� LQVLJQL¿FDQW��+RZHYHU��ZH�EHOLHYH� WKH�UDWLQJV�ZRXOG�PRVW� OLNHO\�VWLOO�KROG� WUXH� WRGD\� LI� WKH�
DPRXQWV�ZHUH�DGMXVWHG�IRU�LQÀDWLRQ��

7$%/(�����1$7,21$/�6859(<�2)�&5,0(�6(9(5,7<�5$7,1*6��6(/(&7('�2))(16(6

(White-collar crimes in bold)

Rating Offense 
��� $Q�HPSOR\HH�HPEH]]OHV�����IURP�KLV�HPSOR\HU�
1.9 A store owner knowingly puts “large” eggs into containers marked “extra large.”
1.9 A person makes an obscene phone call.
3.1 A person breaks into a home and steals $100.
��� $Q�HPSOR\HU�LOOHJDOO\�WKUHDWHQV�WR�¿UH�HPSOR\HHV�LI�WKH\�MRLQ�D�ODERU�XQLRQ�
3.6 A person knowingly passes a bad check.
3.7 $� ODERU� XQLRQ� RI¿FLDO� LOOHJDOO\� WKUHDWHQV� WR� RUJDQL]H� D� VWULNH� LI� DQ� HPSOR\HU� KLUHV� QRQXQLRQ�

workers.
5.4 A real estate agent refuses to sell a house to a person of race.
5.4 A person threatens to harm a victim unless the victim gives him money. The victim gives him 

$10 and is not harmed.
5.7 A theater owner knowingly shows pornographic movies to a minor.
6.1 $�SHUVRQ�FKHDWV�RQ�KLV�)HGHUDO�LQFRPH�WD[�UHWXUQ�DQG�DYRLGV�SD\LQJ���������LQ�WD[HV�
6.1 A person runs a prostitution racket.
6.2 $� SHUVRQ� EHDWV� D� YLFWLP� ZLWK� KLV� ¿VWV�� 7KH� YLFWLP� UHTXLUHV� WUHDWPHQW� E\� D� GRFWRU� EXW� QRW�

hospitalization.
��� $Q�HPSOR\HH�HPEH]]OHV��������IURP�KLV�HPSOR\HU�
6.4 $Q�HPSOR\HU�UHIXVHV�WR�KLUH�D�TXDOL¿HG�SHUVRQ�EHFDXVH�RI�WKDW�SHUVRQ¶V�UDFH�


