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Sector 

1. Introduction to Forensic Finance and White Collar Crime 

Forensic finance is one area that establishes high-level contact between 

criminology interests and the private sector. Therefore, the relationship between 

forensic finance and a specific area of white-collar crime, such as white-collar 

crime within the private sector, effectively explains the contributions of the 

presented thematic issue. Forensic finance reveals, detects, and promotes 

explanations of patterns of deviant financial trading. Therefore, under forensic 

finance studies, there are also research studies into financial deviance, such as 

finance-oriented studies of white-collar delinquency in public offices (e.g. 

embezzlement), money laundering, tax evasion, and rip-offs (e.g. crime by 

employees in banking - Islamic and ethical banks inclusive) and police corruption. 

Forensic finance can potentially suggest new and complementary research fields 

involving various forms of deviance, distress-feminized activities, and corporate 

crimes in the regional and global world. However, many studies of forensic 

finance may have the potential to sit within the broad rubric of research in 

criminology. (Gottschalk, 2021)(Quijano, 2021)(Eko et al.2020)(Kapend et al., 

2024)(Zabyelina & Thachuk, 2022)(Abdulrahman et al.2020)(Alexander & 

Cumming, 2022)(Thomas, 2024)(Amrhar & Angade2022)(Abdulrahman et al.2020) 

Forensic finance, often called "the application of financial theories such as law and 

economics to analyse fraud", focuses on fraud and seeks to explain how company 

executives can commit these offences. It is multidisciplinary in scope. As Larker 

and Tayan noted, accounting fraud "is possible because not all authors 

automatically define corporate fraud as a felony under US federal criminal or 

public protection laws. Furthermore, of 21 different texts on forensic accounting 

presented in Table Two, only four books refer to fraud. Interestingly, though, 

fraud is directly or indirectly an important context in forensic accounting. In this 

http://www.kellykingsly.com/
https://hq.ssrn.com/submissions/MyPapers.cfm?partid=2343564
https://www.linkedin.com/in/kelly-kingsley-ph-d-2a5a1416/
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context, forensic accounting is often called 'fraud auditing'. Unfortunately, it 

seems that forensic accounting is often misunderstood as referring to activity only 

at the emergence stage of fraud. Forensic accounting encompasses detection, 

investigation, prevention, and response to financial crimes cases." This 

introduction aimed to give a precise theoretical definition of forensic (financial) 

studies. Such boundaries define forensic finance as focusing only on patterns of 

financial white-collar crime within the private sector. It seems that the issue of 

patterns of delinquent trading is a typical field of investigation in studies on 

forensic finance (forensic audit). This is because, as Martens et al. point out, 

financial statement fraud is increasingly widespread in corporate culture. 

Regardless of whether it is committed by the company's employees or the 

company trustee, internal financial fraud is marked as a massive scandal. Given 

that not only the scale of the phenomenon but also its content is of such 

international significance, it also offers an investigation into the circumstances and 

structures in which it was carried out. 

1.1. Definition and Scope of Forensic Finance 

Finance, commonly understood as the allocation of resources and the cost/reward 

of investment, has been studied by social scientists for centuries. Given the social 

relevance of financial investigations, forensic finance is part of an interdisciplinary 

literature that has grown significantly, including finance, forensic accounting, and 

financial studies. The application of finance principles for litigation purposes is 

known as forensic finance. It comprises various methods, including economic 

studies, pattern recognition, quantitative finance, and legal knowledge. Forensic 

finance aims to use this information that comes to light in a sudden burst to detect 

illicit cashflows or the creation of the conditions of illegal cash flows, i.e. the 

finding of the irregularity combined with an assessment of the injury of the victim 

or the Treasury. 

In a complex approach, a joint assessment must also be made to estimate whether 

the core of the operation (the end of the project and not the resources that 

supported it) was profitable for the suspect or whether its continuation in the 

absence of the final resources was possible. There are also particular theories used 

in computational legal finance, which adapts the computational field as a modern 

theoretical framework in finance for litigation finance research. Indeed, both main 

areas of conflict finance can be combined to answer two big data questions: what 
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will happen in financial markets in conflicts and disputes? Secondly, what can we 

do about the events in conflicts and disputes? To conclude, this evolving field is a 

centralised generator of analytical ideas that is potent for exploiting the 

dependency of corporate transactions or finance and company law in research 

disciplines. 

1.2. Understanding White Collar Crime in the Private Sector 

White-collar crime is commonly studied within corporate settings, from white-

collar criminality and corporate misconduct to violations of informal social 

contracts between employees and top management. The consequences are in the 

form of whistleblowing, financial hardship, and the general vulnerability of 

employees. White-collar crime is mainly committed by persons within an 

organisation to obtain economic benefits for themselves or their organisation. This 

orientation corresponds to a conceptualisation of white-collar crime as a rational, 

purposive, planned act grounded on a cost-benefit model of human decision-

making. In what is conceived as an abuse of a position of trust within an 

organisation, it is not the perpetrator's identity but rather the organisational 

identity – particularly as a 'green' or 'white' corporate citizen – that gets corrupted. 

As an illegal strategy to achieve personal or organisational benefits, white-collar 

crime is thus very close to the work and focus of forensic finance. It can be 

supposed that white-collar crime is an offence that occurs frequently in companies 

worldwide. Even though enforcement statistics point to a constantly increasing 

number of criminal prosecutions from global watchdogs, a current estimate 

provided by the Association of Certified Fraud Examiners (ACFE) is that 

European companies experience a financial volume loss as a result of fraud 

equaling 2.45% of their sales. Forensic finance has not established a theoretical 

basis for understanding white-collar crime in the private sector. The relevant 

underlying social theories and constructs exist but have not received attention. 

Edwin Sutherland's Differential Association Theory of 1939 is applicable, showing 

that his definitions of white-collar crime have survived the test of time. In this 

paper, we do not discuss these theories. 

2. Theoretical Frameworks 

Criminological thought centres around different theories, sometimes 

contradicting our insight: why do individuals and companies participate in 

financial and accounting crimes? Which options are available to prevent such 
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behaviour? How should the authorities proceed? This comment will focus on two 

theoretical perspectives applicable to understanding behaviour and motivations 

underlying white-collar crime to place the intersection between forensic finance 

and white-collar crime in the private sector on a firm footing. 

(1) Rational choice theory analyses people's decision-making processes 

underpinning criminal acts, including the mechanisms that result in an 

organisation deciding to cover up the financial wrongdoings perpetrated by some 

of its employees. Based on the assumption that all human beings share somewhat 

similar cognitive-emotive processes, the theory assumes that people's perceptions 

or understanding of costs, benefits, and the risk of detection lead them to act in 

one way rather than another, including adopting criminal or fraud-related 

behaviours. 

(2) The social learning theory similarly allows for understanding how and why a 

particular propensity among business people to participate in certain financial 

criminal conduct is more or less likely. It is used to understand how people learn 

to acquire specific roles within organisations and reveals the link between learning 

and deviancy, including embezzlement or bribery within and by corporations. As 

individuals tend to reproduce the role model they have acquired once they have 

been integrated into an environment that reflects the values of that role, the theory 

offers exciting insights into organisational structure and crime. It underlines the 

fact that employees of an organisation, particularly managers, very often learn 

criminal ideas, policies, plans, etc., from their superiors and from a "good-spirited" 

middle management who, before being forced to adopt an alternative worldview, 

reproduced the deviant opinions and behaviours of their superiors. 

2.1. Rational Choice Theory 

The rational choice theory provides insights into the way individuals make 

rational choices that can be generalised from the realm of individual behaviour to 

corporations, firm size, monopolies, and the structure of the state, and as such, is 

highly applicable in the analysis of decision-making processes that result in white 

collar crime. It is plausible that the same general rational choice premises can also 

operate as motives in the strategic domains of corporate offending. The example 

of a small store owner may help elaborate the premises of rational choice theory 

in the adjustment to the deviant corporation. The extent to which cheating 

becomes "fantastic common knowledge of the culture" directly applies to the 
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prevalence of corporate offending within or between firms. Zelditch says, 

"Petersen assumes that deviance has assumed fairly general utility that makes 

following the rules too costly." In the context of retail thieves, crime is a rational 

act. The individual has a clear idea of what they want, and they engage in the act 

to achieve the defined reward. Consequently, retail theft is often presented as an 

individual's cost-benefit analysis leading to a rational action. 

The factors of enforceability and compassion continuously produce responses 

based on forecasts of probabilities for events such as police and security systems. 

Similarly, offenders use short-term forecasts to assess the likelihood of 

apprehension. Once in a while, prediction and operation are valued, and 

considering the purpose of crime, studies on the motivations of white-collar 

offenders remain salient in contemporary Australasia. Empirical research 

incorporating the personality characteristics of offenders rests on the premise that 

illegal acts will not occur unless the following attributes are present. In the logic of 

the affirmative, the different levels of decision-making around white-collar crime 

(corporate, management, employee, etc.) suggest the locus of causation of criminal 

behaviour lies at the individual or micro-level of sociology, indicating conclusions 

of this nature have empirical foundations and can be confirmed or disconfirmed 

by empirical observations. 

2.2. Social Learning Theory 

This theory explains the mechanism through which individuals acquire criminal 

or abusive instincts. This increases the scope for acquiring anti-social values and 

norms through interaction and communication within social circles. The theory 

also provides an understanding of white-collar crime conducted to evaluate the 

implications for detecting and preventing circumstances in the commercial 

community that could potentially be criminal. It has been noted that the 

acquisition of specific knowledge is more than what an individual can expect to 

obtain. This level of sophisticated criminal activity is reflected in the type of 

organisational crime that characterises white-collar crime. Social learning theory 

provides considerable attention to environmental socialisation and social and 

cultural reaffirmation of norms and values. A range of social and ecological 

settings have contributed to the diffusion of fraudulent beliefs within 

organisations, rendering certain acts as antisocial, disgusting, and the result of free 

choice rather than the initiative of a corrupt or failing agent. 
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A greater understanding of these sociocultural incentives enables a better focus on 

emerging potential threats in an organisational context, refines detection strategies 

and suggests a starting point for deciding on the possibility of wrongdoing in 

financial and commercial disclosures to thousands of market actors. Nikhilesh 

Dholakia and Detelina Marinova present in Chapter 10 the process of proving 

suspected professional misconduct. They explore the advantages of forensic 

finance by highlighting fraudsters, their tactics, and the effectiveness of anti-fraud 

tools, including self-regulation. Reputational mechanisms based primarily on 

disclosure and the organisation and verification of social scrapings often fail in 

practice in organisational settings. 

3. Methodologies in Forensic Finance 

Due to the growing link between forensic finance in the private sector, such as the 

investigation of white-collar crime, and the methodologies used to prevent and 

detect economic crimes within the private sector, research on forensic finance is 

becoming more critical. Forensic finance is a methodology used for the evidence-

based investigation of creative accounting and financial fraud, such as false 

accounting, securities fraud, leverage, and fraud in publicly developed corporates 

commissioned by banks, auditors, and curator judges. At the heart of forensic 

finance is the methodology for identifying financial irregularities based on 

economic data. The strength of forensic finance is the ultimate proof of these 

irregularities based on multiple methods. 

One of the fundamental bases of forensic investigation is the examination of facts. 

In investigative practice, facts must be examined, among other things, based on 

digital files, e-mails, instant messages, and financial and managerial reports. 

Various data analysis methodologies can be employed to examine digital files, e-

mail texts, instant messages, and financial and managerial reports. Samples can be 

taken based on the results of the analyses. The following paragraphs describe these 

methodologies and offer a case study for each method. This case study is an 

example of the application of the Carzilla methodology. In investigative practice, 

Carzilla is a robust methodology that can be used for making predictable link 

analyses of texts and numbers or colour codes and group codes (or any two 

columns that contain characteristics used in the file). These link analyses, akin to a 

digital detective's magnifying glass, can be used to verify and detect operational 

control. 
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3.1. Data Analysis Techniques 

In general, numerous data analysis techniques can be employed in forensic 

finance. These techniques, with their slightly different methods, tools, or 

specifications, all serve the same intriguing purpose: to uncover patterns or 

anomalies that indicate misuse or collusion. Research practitioners often utilise 

data analysis techniques, including various statistical analyses that generate 

formulas or parameters to capture conclusive conclusions. The assessment of 

trends can be seen by multiple trends of company performance that occur to assess 

their reasonableness. These trends include profit trends, cash flow from the 

company, or other financial ratios. Analysis of control structures of business 

processes that occur and using "anomaly detection" using unsupervised or 

supervised learning methods. 

The technical tools used are also different, such as Excel, SPSS, RapidMiner, Weka 

data mining, ACL, SMARTPca, IDEA, Fraudhunter, etc. In line with the objectives 

to be achieved, practitioners of research or application of forensic finance 

techniques are expected to continuously develop financial analysis and data 

mining techniques in terms of concept, method, or tools for conducting forensic 

finance. Anomaly detection is a commonly used data analysis technique that can 

be applied in forensic finance. Anomaly detection, at its core, uses web data that 

can be generated from large and rapid events, as well as the potential for data 

irregularities. These categories can be data considered everyday events, where 

events have a high frequency for data classification, and a minor frequency is also 

called rare events. Furthermore, rare events are divided based on the frequency 

when the data occurs into minor and suspicious events. 

3.2. Case Studies and Examples 

3.2. Case Studies and Examples 

Below is an analysis of select case studies used in a prior study, supplemented by 

a discussion of the Eureka hedge fund. This discussion highlights and exemplifies 

the practical application of forensic finance outside academia. By seeing these 

techniques in action, you can gain a deeper understanding of how they can be 

applied in your work, inspiring and motivating you to use them effectively. 

3.2.1. Creative Computers, Inc. was a large company sold to Informix in 1992. In 

1993, after discovering that money was missing from the company that was to 
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have been part of the buyout, its new owner requested that an accounting 

peacekeeper be appointed under the entire purchase agreement. An accounting 

peacekeeper is an independent party requested by parties involved in a 

transaction, usually between parties within a close relationship, to resolve a 

dispute, respecting how the transaction is performing. Our experiences with 

forensic accounting in the Creative Computers assignment likely would not be 

considered unusual. The outside forensic accountants were initially brought in to 

count the inventory and check some accounting records. That role also expanded 

to include those new tasks that were eventually made into a speciality in and of 

itself: database investigation and analysis. 

3.2.2. Crazy Eddie Crazy Eddie was an electronics store started by Eddie Antar in 

1971 in Brooklyn, New York. By the mid-1980s, it was a public company with six 

stores. The traders were short in December 1986 when Antar's cousin Sam Antar 

began talking publicly about the fraud. The stock price collapsed, forcing Crazy 

Eddie into bankruptcy. In 1987, Antar pleaded guilty, was sentenced to three 

months in jail, fined half a million dollars, and the company folded. A co-

conspirator, Litvak, went to prison, as did an unindicted co-conspirator, Eddie's 

stockbroker. The United States Attorney's Office in New Jersey and Mr. Emmanuel 

investigated the fraud. 

4. Financial Statement Fraud 

To be deceptive, corporations and managers usually illegally manipulate financial 

statements. Financial statement fraud includes various types, such as revenue 

manipulation, overstatement of assets, understatement of liabilities or costs, 

statement of fictive income/costs, fictitious transactions, and hiding important 

information using notes on financial statements. In all types of fraud, fraudulent 

financial statements are prepared, meaning incorrect in part or all financial 

information such as the balance sheet (understatement of liabilities), profit/loss 

statement (overstatement of incomes), change in equity, and flow tables. 

Many signals have been identified for the detection of fraudulent financial 

reporting. The following indicators make up important red flags enabling the 

detection of fraudulent activities, such as special treatment of fraudulent 

colleagues, the launching of a new product, accounting books to receive net 

income and improve performance, intense pressure to move forward the financial 

performance rate, the excess of their market analysts' expectations, the long-term 
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pressure for earnings per share, and employees of public companies receiving 

compensation consisting of shares, stock options, and bonuses. The financial 

statement fraud detection process is not just a task but a crucial responsibility for 

forensic finance professionals and regulators, especially in a global context, to 

quickly identify misleading financial information and understand the level of risk 

associated with the analysed entity. 

4.1. Types and Indicators of Financial Statement Fraud 

Financial statement fraud can be perpetrated using several strategies, but they 

share some common elements. For example, revenues and other gains may be 

improperly recorded to boost bottom lines. Cost of goods sold or operating 

expenses might also be understated to increase reported earnings. Since earnings 

per share often drive the stock market, managers try to prop up the numbers. 

Further disguising operations, fraudulent transactions or activity (e.g., 

governmental sanctions for illegal environmental practices) are not reported. 

Scheid and Davy remark, "Lifestyles designed as inconspicuous, individual-level 

financial fraud in the aggregate can be detected and quantified." 

One can assess many warning signs of financial statement mischief from the 

widely used language in the accounting profession. For example, judgmental or 

unrealistic estimates or adjustments that produce mildly inflated income that later 

becomes material is a "cookie jar reserve." As another example, fraudulent 

managers have been known to claim year-end sales for which the cash has not yet 

been received as one-time revenue when it was not, then offset with a bogus 

reserve or allowance to avoid detection at year-end. Entries, sometimes offsetting 

a range of smaller entries, can be another sign indicative of fraud since posting 

multiple small dollar transactions is generally more time-consuming (and thus 

costly) and riskier, and the approach can be viewed as a function of what's termed 

"negative cost-benefit analyses." Ways to perpetrate financial statement fraud and 

conceal the resulting consumer-price inflation, based on various studies, have 

been tested. Based on these findings, a means to skin the fraud cat is proffered. 

5. Money Laundering and Asset Tracing 

Money laundering and asset tracing are the two most essential occasions of white-

collar crime in forensic finance. This section will, therefore, delve into these two 

investigative occasions. Money laundering involves the placement of criminally-

derived proceeds in the financial system. This is the most challenging stage to 



 Intersection between forensic finance and white-collar crime in the private 

sector 

 

10 

detect because the funds have yet to be laundered and are the main focus of the 

antecedent assessments of a higher risk or vulnerability to the potential client. For 

the perpetrators of this activity, the reward of a successful laundering operation is 

access to the funds without them being identifiable or having proven provenance. 

The vulnerability to a money laundering operation is more vital in the gaming 

industry than the financial sector. Where money laundering has denominational 

restrictions because of the risk (e.g. 500 Euro banknotes), the potential launderer 

has to derive those large denominational banknotes into smaller denominational 

notes or wash them by placing them into the financial system so that they can re-

circulate. These centres include free trade zones, auctioning goods and vehicles, 

some casinos, and street front estate agencies that trade real property or furniture. 

Asset tracing involves the ability to trace the origins and character of a person's 

assets that have been accumulated so that they can either defraud the public and 

shareholders, funds that have been placed into financial accounts before 

disbursing by the regime once the laundering operation is successful or finally that 

provision of funds to finance terrorism is available. Replacements of illicit assets 

amassed through the proceeds of fraud, corruption or drug trafficking. 

The difficulty lies in getting the information to enable the professional investigator 

to identify, locate and recover such assets and the laws that a potential civil 

plaintiff can avail of in the civil remedy, along with warranties that encourage the 

cooperation of a private sector party to assist with that recounting, sufficient 

evidence gathering can be made for it to be used in a criminal case. Asset hiding 

is a complex obstacle faced by an investigator. Firms and individuals in the private 

sector are, especially in some jurisdictions, obligated to apply the provisions of 

anti-money laundering legislation in their dealings with customers. For those in 

the private sector responsible for using such legislation, understanding how a 

laundering operation is undertaken, the essential operational players, their roles, 

and how the detection of a competent laundering effort determines the success of 

the laundering operation is needed. Understanding asset concealment and some 

of the methods and difficulties associated with investigating it within a forensic 

accounting setting completes the purpose of this paper. 

5.1. Techniques and Challenges in Money Laundering Investigations 

Techniques – Each country has several intelligence and law enforcement agencies 

concerned with combating money laundering and terrorist financing. As a branch 
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of criminological study endeavouring to understand criminal mindsets 

theoretically, there are mounting studies on the methodologies used by 

administrative and regulatory institutions or the guidance they provided for 

conducting adequate money laundering/financing of terrorism (ML/FT) 

investigations. The objective of the fight is the same. However, the means may 

vary: to illuminate the operation of the web of criminal dealings encompassing 

drug, arms, and human trafficking, the illicit wildlife trade, environmental crime, 

corruption, and conflict looting. A single financial transaction may be captured 

across records from various banking and economic systems and in multiple forms, 

such as the SWIFT system, settlement data, and written wire-transfer instructions. 

Challenges – Private banking secrecy legislation, confidential shell company 

legislation, and strict disclosure laws in several offshore jurisdictions offer a 

substantial challenge to those seeking to follow the funds. A challenge is even 

more when launderers resort to complex trade-based money laundering offences, 

counterfeit control measures, or switch funds between legal brethren and shadow 

financial institutions. It is also hard to trace legal proceeds, which can be 

reinvested into money laundering activities even after that. Since several business 

activities give rise to large quantities of case possibilities, it can be challenging to 

form skills in specific industries compared with others. Even in difficult 

circumstances, those fighting are anticipated to show ingenuity in detecting and 

deconstructing dirt trails and articulating their understanding to others. By 

understanding the challenges associated with money laundering investigation, 

forensic finance might learn to poke holes in those processing strategies and 

unravel the vast network of criminal proceeds. 

6. Regulatory Frameworks and Compliance in the Private Sector 

Many regulatory frameworks are legally established or complement or legitimise 

that there should be specific standards and norms of compliance from financial 

institutions under the supervisory power at the discretion of the monetary 

authorities of the market. The regulations of the Brazilian Securities and Exchange 

Commission (CVM) establish that communication should have the investor 

interested, the name of the intermediary responsible for the account, a description 

of the crimes, irregularities and fraudulent activities in progress, investigating 

their actual existence together with all other known facts; an indication of the 

supervisory body associated with the case; and the confidence that the sentences 
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and penalties applied to the accused irremediably cost due to the "functional 

incompetence of the investigator". On the other hand, the Financial Intelligence 

Unit in Brazil (formerly COAF) acts by coordinating actions in developing public 

policies to combat money laundering and finance terrorism within the limits of its 

competence. 

In more general terms, perhaps internationally, there is the Institute of Internal 

Auditors (IIA) as professionals mandated in good faith to prevent and detect 

offences or irregularities, and the type of orientation or norm was a Practical Guide 

for Forensic Internal Auditing in the Financial Services Industry published by the 

IIA in 2014. It is worth mentioning that a forensic audit is "an examination of the 

history of a person or entity to establish evidence or evidence documenting the 

voluntary fraud scheme or financial misconduct by someone", while the 

traditional conducts investigations to prevent, assess and evaluate fraud detection 

of fraud indicators and/write. In sum, many international compliance guidelines 

and norms exist, such as Interagency Guidance on Response Programs for 

Financial institutions for unauthorised access to client information and customer 

notices U.S. Securities and Exchange Commission (2005). Regulatory Compliance 

deals with the actions arising from the creation and fixation of standards based on 

legislation, regulation and ethical principles that shape society, customs and past 

experiences at national and international levels. Regulatory Compliance 

cooperation is multifunctional in the sense of the common topic of economic 

activity and the operating system’s policies. Mitigating the risks of white-collar 

crime or corruption involves reducing risks (probabilities and potential victims) 

associated with the financial transactions of politically exposed customers or 

bearers of positions that project a potential risk in the relationship with the 

financial institution. 

6.1. Key Regulatory Bodies and Guidelines 

Several regulators have been established worldwide to stamp out white-collar 

crime and the associated damage to the public and society. These regulators are 

aware of the importance of the proceeds of crime across economies and have 

created some rules that financial institutions need to follow to avoid the 

consequences of non-compliance—primarily related to economic sanctions. 

Financial institutions are also the key players in KYC guidelines. This section 

explains these key regulators' expectations based on their most recent guidelines. 
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One of the main consequences of the Sarbanes-Oxley Act 2002 was its expansion 

of the authority of the Securities and Exchange Commission (SEC). Some 

guidelines in Titles II and III are designed for openness: unless some consequences 

make it necessary, scientific knowledge and other items are not to be proprietary. 

The following items are based on European laws: obligations of regulated entities 

(Compliance Guidelines) and consequences of failing to comply with regulations, 

including reporting and record-keeping by regulated entities (e.g. IORP II). 

Accenan. The following text is by no means complete. It primarily represents some 

relevant issues covered by European supervisory authorities. OSPRA can grant 

regulatory relief. Financial regulatory compliance is the cost of the privilege to act 

in such markets; in other words, it is a fee paid for the license to work for clients. 

Compliance is not optional. Compliance is mainly a set of restrictions to protect 

the end user and ensure that the markets operate correctly. RPWG 1. 

7. Emerging Technologies in Forensic Finance 

Blockchain Technology 

Forensic finance may also benefit from applying blockchain technology in 

situations where an investigative process is about the settlements of accounts, 

either between private or public sector entities. Blockchain may improve the 

transparency of company accounts, particularly concerning cross-border 

transactions. Cross-border financial transactions may involve invoice or currency 

trading in a trade finance transaction with two companies from different countries 

and currencies, known as the buyer-seller transaction. The accounts between the 

buyer-seller group are reconciled without involving another legal entity, the bank. 

Technology and software firms have outsourced a bank to verify the accounting 

transactions in the trade cycle between the two companies, verifying the zero-sum 

accounting lines. With blockchain, this outsourcing no longer exists, as the zero-

sum accounting is verified by a distributed network of participant 'nodes' on 

behalf of the trade counterparties. Of course, organisations have been using 

enterprise resource planning (ERP) to carry out this reconciling process and aid 

the forensic accountant in any settlement, with a test of intermediaries, for some 

years. However, organisations are looking to force a set of rules, often using smart 

contracts in a permissioned blockchain, to reconcile righteous errors before 

corrupted data enters any ERP system. Indeed, the deployed intelligent 
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agreements between buyer and seller companies ensure structured customer 

service levels between the business purchase and sales orders. 

Cryptocurrencies 

Cryptocurrencies are incredibly challenging for forensic accountants, particularly 

in tracing the transaction origin of Bitcoin from the sale of property. Tracing the 

source of a cryptocurrency versus being passed from a suspect bank account to an 

offshore bank account seems impossible, requiring a global transaction ancestry 

pattern that can only be sought by law enforcement agencies using several anti-

money laundering (AML) checking. The versatility of strategies in each crypto-

forensic attribute, such as those directly related to the blockchain (account level, 

subaddress level, transaction link level), offers the crypto-frequency border a 

diversity of opportunities that could lead to their suspect. Indeed, there are two 

investigative follow-by-examples to prove some influential forensic investigation 

back up where line crypto-traders anonymise their transactions by strategising 

input planning to send a message via any transaction through their choice of 

vanity code to anonymous riders. 

7.1. Blockchain and Cryptocurrencies 

The recent development of blockchain technology and associated cryptocurrencies 

is essential for forensic finance. Although cryptocurrencies are not crucial in the 

volume of transactions, there is growing concern that anonymity and high levels 

of encryption would revolutionise the operation of organised crime and terrorists, 

to whom this particular technique, which is not tackled here, is directed. 

Introducing new legislation has gone some way to give law enforcement agencies 

and relevant financial institutions the necessary powers, but new and emerging 

financial instruments still pose a problem. 

Understanding the implications of this development is essential in the changing 

field of assessment and professional practice. Blockchains have two unique 

features for forensic finance: immutability and transparency. The first means that 

data, once entered, cannot be changed, and this provides a reliable history of 

transactions. This is useful for financial investigations when considering the 

origins of wealth and subject profits. The second feature means that we can track 

transactions with greater ease. However, the carrier's wallet details will not be 

known, and therefore, proving ownership is complex, mainly if they use 
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techniques of laundering that use 'mixers' to exchange their coins for other, 

possibly 'clean', coins before converting them into currency. 

There are public and private blockchains. The first is inherently transparent 

because the data is available to everyone on the Internet. The latter is known to be 

used by companies that control who has access. Examples of the latter are supply 

chains in the pharmaceutical industry, where the information is privileged. 

8. Case Studies of White Collar Crime in the Private Sector 

Though law enforcement may be the first line of defence against corporate fraud, 

when an organisation is not adequately monitored, fraud can occur and continue 

unchecked until authorities identify it. Even with proper monitoring, white-collar 

criminals continue trying to create opportunities for fraud. The following case 

studies offer detailed looks at some well-known white-collar criminals, an analysis 

of their crimes, the punishments, social and economic costs, and lessons learned 

from their criminal acts. Professionals agree that through further understanding 

of these crimes, preparing against possible crimes of similar nature will be possible 

in the future. 

Case 8.1: Enron Corporation (During this study involving Enron, Ken Lay was not 

deceased; however, by the time the book went to press, Ken Lay had died. 

Therefore, all references to Enron's criminals are in the present tense.) Case 8.2: 

WorldCom Case 8.3: Tyco International Case 8.4: HealthSouth Case 8.5: Initial 

Public Offerings and the IPO Fraud Quick-taking Techniques Case 8.6: SOX and 

Fraud Prevention Case 8.7: More Subprime Messiness: Merrill Lynch, Citigroup, 

and others Case 8.8: Independent Auditor Frauds: AIG and 

PricewaterhouseCoopers Case 8.9: The Hedge Fund Swindlers Case 8.10: Ponzi 

Schemes Case 8.11: Mistress with a.45: The Merry Wives of White Collar Crime 

Case 8.12: Inside Trading: Martha Stewart Case 8.13: Jack Grubman and Salomon 

Smith Barney Case 8.14: Martha Stewart: It's Good to Be the Queen Case 8.15: 

Balancing Risk and Reward: Insurance Fraud and the White-Collar Employee. 

8.1. Enron Scandal 

In the last two decades, some of us have more than occasionally sat at the 

boardroom table as consultants in cases where companies were being accused, in 

civil, administrative, and criminal contexts, of violating the law and ruining not 

just their shareholders but also a vast number of other parties as well. Because we 
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are concerned with financial extinction, both technical and human, we are 

intensely interested in going over these events to see why companies that seemed 

healthy enough were suddenly reduced to junk status or went bankrupt. 

Enron, the seventh-largest company in the United States, was worth about 

US$68.79 billion in 2000 but only US$63 million a year later when it declared 

bankruptcy. What exactly happened here: a substantial number of the company's 

top ten executives were criminals, pure and simple. Some understated revenues 

(not profits) by about US$1.5 billion; others withdrew about the same amount from 

Enron, hiding bad debts and eroding profits. Those not making off with millions 

were trading assets in manipulated and self-serving ways, soaking up huge 

benefits while cooking Enron's books. One after another, these men (all top-level 

company executives were male, and all were over forty years old) resigned and 

were dismissed rapidly in the three or four weeks after the firm's financial fraud 

was revealed. Headlines worldwide called these ejections a "foregone conclusion" 

and "late and timid." Although they finally came, Enron's top brass had covered 

their tracks and escaped deficiency and more serious dishonour, mostly getting 

off free. Overall, in this exceptionally grand and captivating cosmic operetta, as 

the news bureau Reuters reported, it seems clear that US$71 billion in market value 

was "fraudulently alleged" at Enron and that at least "US$3 billion in liabilities and 

costs could never have been incurred or were hidden by executives." 

8.2. Bernie Madoff Ponzi Scheme 

Forensic accounting, also called forensic finance, and white-collar crime go hand 

in hand in the private industry. To reiterate an important concept, "white-collar 

crime" refers to nonviolent criminal activity by individuals in complex executive 

or professional positions. In the United States, during the years since the 1929 stock 

market "Great Crash," as it was referred to for many years, white-collar crimes 

have become increasingly subtle and increasingly damaging. They are also 

becoming increasingly difficult to detect due to the sophistication of the financial 

derivatives and structured finance markets. According to the FBI, the United 

States has suffered losses of $400 billion annually from all white-collar crimes in 

the private sector. This section on Forensic Finance will focus on the Bernie Madoff 

Ponzi scheme to provide professionals with the necessary contrast to current 

events and some of the tools and techniques that may be used to pull off a crime 

of this magnitude. 
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On Christmas Eve 2008, the world learned what many already believed to be 

confirmed during the unravelling of a giant fraud of global proportions that 

spanned much of its operations through the one-person band of Bernard Madoff. 

Recognised as one of the poorest performers on Wall Street, with returns 

averaging 10% per year for over ten years and reaching over $50 billion in 

aggregate returns, Bernard Madoff was nothing short of a genius for creating his 

"family-owned" financial scheme. This false feeder fund also gave investors fake 

Audited Financial Statements, phoney 1099s, and K-1s. Not only did the feeder 

funds unknowingly invest with Madoff, but they also marketed and distributed 

the returns to innocent investing third parties. Astronomical commissions were 

generated through Red Flag money laundering by the feeder funds back to 

accounts held by no fewer than Madoff and his family, leaving the enterprise with 

three times more of the original monies invested. 

9. Ethical Considerations in Forensic Finance 

Ethical considerations 

Upholding ethical considerations is of paramount importance to a forensic 

investigation—both generally and specifically in the realm of forensic finance. 

Investigating financial irregularities necessarily requires eschewing a certain 

amount of confidentiality. This inherent contradiction will always lead to ethical 

dilemmas associated with uncovering conflicts of interest in any organisation. 

Such conflicts could arise in a company that, despite hiring a forensic finance 

expert to carry out an investigation, has already decided on the outcome. 

Conversely, as pointed out in Chapter 2, the company could be wholly unaware 

of unethical practices being conducted in its name. This all adds up to making 

forensic finance an ethical dilemma, whatever the nature of the crime or the 

practitioners employed to bring it to light. 

That Roe would widen his net to All White may be seen as a conflict arising from 

the commissioning of external investigators, looking for fraud in their 

organisation, scrutinising those investigating them for the kompromat, the very 

thing they had been brought in for. The praises sung by Teasdale would be nothing 

compared to the masterstroke the storytellers of the big screen would have been 

able to make of such a situation. 
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The further good news is that such dilemmas can be examined impartially. But 

that is little comfort to those sinking in a mire of their making or someone else’s. 

A forensic practitioner must always be aware of the ethical challenges that may 

arise and navigate them with integrity and professionalism. 

9.1. Conflicts of Interest 

The possible conflict of interests is one of the main ethical issues in working in the 

field equidistant from forensic finance and white-collar crime in the private sector. 

Conflicts of interest are not merely legal and ethical issues but primarily a matter 

of professional responsibility and the duty of all service providers to act 

purposefully in the public best interest. This applies to academic research, court-

appointed experts, and private-sector professionals. As part of this, it is vital to 

display and demonstrate high levels of integrity and objectivity and the absence 

of prejudices. 

First, it is always essential to work with great care to fend off the possibility of a 

conflict of interest occurring in the first place and to establish the necessary 

protocols and patterns of vigilance for such avoidance. Disclosure is the second-

best approach when such a conflict exists, however unintentionally, since 

revealing that a conflict exists means that one is making people at least partially 

aware of one's preconceptions. The failure to deter the probable start of such 

conflicts of interest bears with it the necessity to, at some level, always show one's 

workings in all procedures so that conclusions can be viewed in the light of the 

properties of their original premises. The document also outlines specific guidance 

relevant to forensic finance and white-collar crime in the private sector. 

10. Future Trends and Directions 

There has been a tendency in almost all the anti-money laundering literature in 

recent years to focus on the impact of globalisation. However, I suspect that ten 

years from now, the focus will be much more on the impact technology (including 

virtual currencies) has had on forensic finance in the private sector. One of the 

most significant impacts of globalisation in forensic finance in the private sector 

has been on systems and structures. This is creating tremendous challenges. 

Although natural or artificial disasters can also cause devastation, many white-

collar professionals are undertaking proactive cyber security training to mitigate 

as much as imaginable. These include anything from predicting earthquakes and 

tornadoes to identifying irregular activity in banking systems. Other significant 
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changes due to the increase in cyber forensic investigations since 9/11 include the 

growing number of IT professionals in the field of forensic science, such as 

authorised computer security professionals. 

Laboratories such as FORENSIC 360 focus on e-discovery, computer forensics, cell 

phone forensics, and expert witness services. The American Polygraph 

Association, British Psychological Society, and the Clinical Forensic and Legal 

Forensic Psychology divisions of the British Psychological founded groups for 

more information about forensic products, computer investigation database 

systems, electronic recordings in law enforcement investigations, digital forensic 

research and trade shows, and more. Nearly all white-collar criminal 

investigations involve digital forensic techniques such as evidence collection and 

analysis, email/communication analysis, internet history analysis, and database 

management, such as concentrating on data mining through search engines. After 

investigating different types of technology, as well as consulting with numerous 

law enforcement agencies, individuals, and other experts in my research of this 

topic, I believe that the favoured resource to accumulate large amounts of 

damaging information is the creation of profiles on social networking websites 

such as MySpace and Facebook. Findings of such destruction would have 

considerable implications in the medico-legal field, and the unidentified remains 

community. 

10.1. Impact of Globalization and Technology 

The financial world is increasingly coming together into one global system. This 

makes identifying the norms of a company and an individual all the more critical. 

Interestingly, oil, pharmaceutical, and insurance companies are not the only 

market players who should be subjected to increased scrutiny in the future. The 

white-collar criminals in today's and tomorrow's world will certainly come from 

other sectors of the economy, such that countries, NGOs, and, in the future, the 

organisations of future global law enforcement should be prepared for a shift in 

the country of primary perpetration of future white-collar offenders. 

On November 24, 2021, an internal Chinese bank in Vienna, Austria, became the 

world's first Chinese systemically relevant bank to close. This was mainly due to 

allegations of money laundering activities. By the end of the shoe-shine effect of 

the working day the following day, there was already evidence pointing towards 

criminal activities within the banks. This has led to the widest circulated daily 
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newspaper recommendation in a country deemed the second most powerful in 

Europe. While this has not occurred in finance, as AI and ML become more 

common in everyday business, there is more potential to use these contents as 

saviour evidence in future forensic investigations. Therefore, given the forecasted 

growth, current forensic finance practitioners should anticipate such a possible 

growth brake in the field. Perception and the protection of data can be viewed as 

managerial translation. As Martin stated: "In a data economy, scars heal better than 

beauty marks." Data in the future will, thus, be a double-edged sword. 
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