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Occupational Frauds by Category — Frequency

How Occupational Fraud is Committed 
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Occupational Frauds by Category — Median Loss

How Occupational Fraud is Committed 
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How Occupational Fraud is Committed 
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Breakdown of All Occupational Fraud Schemes — Frequency

How Occupational Fraud is Committed 
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• However, it is important to remember, when 
comparing the losses caused by financial 
statement fraud and other schemes, that the 
financial statement losses have a different 
character than the losses resulting from the 
other forms of fraud, which by and large 
measure direct theft or misappropriation of a 
company’s assets. 
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How Occupational Fraud is Committed 
Breakdown of All Occupational Fraud Schemes — Median Loss
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How Occupational Fraud is Committed 
Median Duration of Fraud Based on Scheme Type



51

• Respondents to the survey were asked to 
identify how the frauds were first 
discovered. Nearly half of the cases in the 
2008 study were uncovered by a tip or 
complaint from an employee, customer, 
vendor, or 
other source.
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Initial Detection of Occupational Frauds4

Fraud Scheme Detection 
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Detection of Fraud Schemes

Initial Detection of Occupational Frauds by Owners/Executives5
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• Small businesses (those with less than 100 
employees) are typically thought to have 
fewer or weaker controls in place than their 
larger counterparts, primarily due to a lack 
of personnel or financial resources. The 
results of our survey bear this out, as a 
lower percentage of frauds in small 
businesses were caught by internal controls. 
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Fraud Scheme Detection in Small Business
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• Additionally, internal audits and tips were 
cited as the detection method in fewer small 
business cases than among all cases, while 
small business frauds were also more likely 
to be detected by accident. 

• These findings indicate that small 
organizations have room for improvement in 
their proactive fraud detection efforts.
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Fraud Scheme Detection
Initial Detection Method of Frauds in Small Businesses
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Fraud Scheme Detection
Initial Detection Method by Organization Type8
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Tips
• Tips continue to be the most effective means of 

detecting fraud
– 31% received via hotline or other formal reporting 

mechanism

– Greatest percentage of tips come from 
employees of victim organization

– Employees should be trained in fraud and 
encouraged to report suspicions of fraud

• External sources provide 30% of tips
– Involve outside relationships in fraud detection 

programs
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Fraud Scheme Detection
Percent of Tips by Source9
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• As part of the survey, ACFE asked each 
respondent to provide demographic 
information about the organization that was 
defrauded. 

• Distribution is consistent with prior surveys

• Info is not a sample, it is the results of a 
non-random survey

OCCUPATIONAL FRAUD AWARENESS
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Victim Organizations
Organization Type of Victim — Frequency
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Victim Organizations
Organization Type of Victim — Median Loss
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• While the median losses 
at government agencies 
and not-for-profit 
organizations were 
significantly lower than 
those at private companies, 

all three types of entities 

endured fraud schemes that 

had a median length of two years. 

• In contrast, frauds reported at public companies had a 
shorter median duration of 18 months.
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Victim Organizations
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Victim Organizations
Size of Victim Organization — Median Loss
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Methods of Fraud

• Billing is most common method of fraud in 
All Cases

• Check tampering is much more frequent method 
in small businesses than All Cases
– Usually involves poor controls over cash 

disbursements
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Victim Organizations
Methods of Fraud — Small Business vs. All Cases
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Perpetrators

• Almost two-thirds of fraud schemes involved 
one perpetrator
– Consistent with prior surveys

• Fraud schemes involving more than one 
perpetrator resulted in median loss of 4-
times a single perpetrator scheme
– $115k versus $500k

– Usually involves collusion to circumvent specific 
controls to prevent or detect fraud

OCCUPATIONAL FRAUD AWARENESS
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Perpetrators
• Age – More than half over 40

– May reflect experience and confidence in ability to hide

– Median loss of older fraudsters $500k, twice the average 
for all frauds

• Tenure – No strong correlation after 2 years

• Position – Employees and managers are about even; 
executives are less likely
– But executive fraud median loss was $834k, 11 times 

greater than for employees

– Employee fraud discovered sooner than executive or 
manager fraud
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Perpetrators
• Duration - Manager/executive frauds continue for 

2 years, twice as long as employee fraud
– Managers/executives have greater authority, 

enabling concealment for longer period

• Scheme type – Executives responsible for over 
half of financial statement fraud, and almost half 
of corruption cases

OCCUPATIONAL FRAUD AWARENESS
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Perpetrators
• Scheme by position

OCCUPATIONAL FRAUD AWARENESS © 2008
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Perpetrators
• Annual income – 40% were employees              

earning <50k
– Fraud incidence decreased with earnings, but 

amounts increased

– Lower income personnel may feel financial 
pressures more

• Gender – Majority of frauds are by males
– Median loss twice that of females

– No information on number of males/females in 
each position
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Perpetrators
• Education level – 65% have college education

– Median loss rises with education - $210k for college 
graduates, twice the median, and $550k for graduate-
level education

• Department – Accounting 29%, executives 18%, 
operations 16%, sales 12%, customer service 6%
– Internal auditors were the least common fraudsters

– Legal department perpetrated only 1% of frauds, but 
median loss was $1.1M

– Customer service least damaging frauds; $45k vs
$175k for all
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Perpetrators
• Accounting department schemes

– Over one-third involved check tampering

– Cash theft, payroll fraud and billing schemes 
followed

– Less likely to involve corruption (linking with 
outsiders)

• Executive schemes
– Corruption and financial statement fraud were 

highest
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Perpetrators
• Operations schemes

– Most frequent scheme was cash theft

• Sales schemes
– Almost 30% involve corruption

• Bribes related to vendors was highest

– 22% involve skimming customer payments
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Perpetrators
• Financial statement fraud

– Only 10% of cases, but a majority of losses

– 70% perpetrated by executives or accounting

• Corruption schemes (bribery, conflicts of 
interest)
– Not unexpectedly, highest in executives

• Asset misappropriation schemes
– Accounting department leads in all categories

OCCUPATIONAL FRAUD AWARENESS
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Perpetrators
• Background checks

– More than half of the entities ran a background 
check on the fraudster before hiring them

– More than 40% ran criminal records check

• Background checks not effective due to –
– 87% of fraudsters had no previous conviction or 

charges

– 83% had not been punished or terminated by an 
employer for fraud
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Perpetrators

Background checks (cont)

• In half the cases where fraudster had been previously 
punished or terminated, the victim organization had 
checked employment history

– Apparent reluctance to share negative information

• While background checks are important, organizations 
should implement more effective methods of insuring 
accuracy of background information

• Considering financial difficulties are a key fraudster 
motivator, credit checks may be effective at    
recognizing fraud risk

OCCUPATIONAL FRAUD AWARENESS
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Perpetrators
• Behavioral Red Flags

– Many of the behaviors exhibited by fraudsters are 
common in all people – but be thoughtful

• Financial difficulties (39%) and Living beyond 
one’s means (34%) are most often associated with 
fraud

• Noticeable changes in behavior, particularly in key 
areas, should be considered 

• Educate all employees to matters that indicate 
fraud risk exists
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The Perpetrators
Behavioral Red Flags Present During Fraud Scheme24
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• Benefits:
– Identify, then manage, your risks specific to fraud

– This exercise is probably the least expensive way 
to identify your organizations vulnerability to 
fraud

– Strong fraud prevention controls within an 
organization provides comfort to boards, audit 
committees and regulators

ACFE FRAUD PREVENTION CHECK-UP

ACFE Fraud Prevention Check-up 
(www.acfe.com)


