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Introduction

Almond and Van Erp (2020: 171) phrased the question: “Why do people commit
unlawful activities for the benefit of the collective entities to which they belong?”
Corporate crime is organizational offending to benefit the business of the organiza-
tion (Dodge, 2020; Schoultz and Flyghed, 2021). Corporate crime is resulting from
wrongdoing, misconduct, and deviant behavior by one or several corporate officials
(Khanna et al., 2015). Corporate actions that harm organizational actors and/or soci-
ety and that are punishable by law represent corporate crime (Alcadipani and Me-
deiros, 2020). Corporate officials from within an organization engage in crime in
pursuit of the interests of an organization (Dewan and Jensen, 2020; Naumovska
et al., 2020). Organizational officials commit corporate crime in the larger interests
of an organization, such as bribing potential customers, avoiding taxes by evasion,
polluting the environment, and misrepresenting accounting to get unjustified gov-
ernment subsidies or to manipulate investors (Forti and Visconti, 2020; Haines,
2014; Van Erp et al., 2019a, 2019h).

Corporate crime, often called organizational offenses or business crime, typi-
cally results from actions of several individuals in more or less rooted cooperation
(Kawasaki, 2020; Pinto et al., 2008). If a business representative commits a crime
on behalf of the organization, it is corporate crime (Friedrich, 2021). Corporate
crime is a deviant dysfunction potentially caused by multiple factors (Alcadipani
and Medeiros, 2020). Corporate crime is illegal and harmful acts, committed by
members of legitimate organizations, primarily for the benefit of these organiza-
tions (Oliveira and Silveira, 2020). People within the corporation commit crime, not
the corporation itself, since the corporation is a fictious person rather than a natural
person (Alalehto, 2020). Corporate crime is committed for the corporation and not
against it (Schoultz and Flyghed, 2021; Tombs and Whyte, 2020). Corporate crime is
the conduct of corporations acted by employees on behalf of the corporations that
are organizational violations since it is committed by individuals during their nor-
mal activities as employees or representatives of the corporations and have organi-
zational motives such as achieving organizational goals (Shichor and Heeren,
2021).

Corporate crime leads to individuals as defendants because a company cannot
face prosecution and incarceration (Burns and Meitl, 2020; Cohen, 2020). Often the
only relevant punishment for a public or private enterprise is a fine that potentially
can ruin the organization. Collateral consequences of a conviction for certain kinds
of corporate crime can ruin a company. However, the United States and other coun-
tries have designed ways to do a criminal settlement that does not trigger collateral
consequences. The wrongdoer may be a publicly held firm where imposing a large-
scale fine on it might not ruin it. In many countries, corporate fines are modest. The
fine can represent one month’s revenue or one year’s profit. In addition, many

https://doi.org/10.1515/9783110766950-001
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countries have laws restricting the scope of criminal liability, so it is impossible to
convict companies for many kinds of crime. An example is deferred prosecution
agreement (Arlen, 2020).

Arlen and Buell (2020) found that the United States model of corporate crime
control combines corporate criminal liability with a practice of reducing sanctions,
and often withholding conviction, for companies that assist enforcement agencies
in identifying more serious criminal violations.

At this point, however, it is important to emphasize that this book is not about law
and legal institutions. Rather, the book builds on perspectives from disciplines such as
management, organizational behavior, sociology, criminology, and psychology.

Corporate crime represents violations of integrity as well as failure to comply
with moral standards, as in the example of corruption managed by Siemens execu-
tives in Germany (Eberl et al., 2015).

Corporate crime may ultimately provide an individual with some tangible bene-
fit, such as a promotion, bonus pay, or gifts for exceptional performance, as well as
benefit individual members of the organization collectively (Kennedy, 2020: 178):

Yet, the primary purpose of committing a corporate crime is to provide a benefit to the corpo-
ration. Accordingly, corporate crimes have a distinctly organizational focus irrespective of
whether they are committed by one person or 100 persons.

As argued by Walburg (2020: 343), too little insight exists about the extent, struc-
tures, and development of white-collar crime and its multifaceted varieties, espe-
cially when it comes to corporate crime:

(. . .) this is largely explicable by the well-known and persistent difficulties of measuring un-
detected acts of corporate wrongdoing (. . .)

Pontell et al. (2014: 10) argued that the lack of focus on corporate crime is “partly a
function of the visibility of the offense and the ease with which it can be officially
pursued”.

Law-and-order policies are mainstream strategies in many countries. Yet Alve-
salo-Kuusi and Barak (2020: 1) found that such policies have not been extended to
corporate crime:

On the contrary, many societies have witnessed the downsizing of both the regulation and en-
forcement of harms caused by the powerful. Corporate crime prevention in particular has been
somewhat ignored by academics, even within critical criminological and socio-legal studies.

Bittle and Hébert (2020) made the same finding that lack of regulation and de-
regulation cause absence of corporate law-and-order enforcement. Downsizing of
regulation, lack of regulation and deregulation, and downsizing of enforcement im-
prove the convenience of corporate crime.

Convenience is savings in time and effort, reduced pain and strain, and other
factors that make a certain path or choice attractive. Convenience is the state of
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being able to proceed with something with little effort or difficulty, avoiding pain
and strain (Mai and Olsen, 2016). Convenience addresses the time and effort exerted
before, during, and after an action or avoidance of action (Collier and Kimes, 2012).
A convenient individual is not necessarily neither bad nor lazy. On the contrary,
the person can be seen as smart and rational (Sundstrém and Radon, 2015). The
theory of convenience suggests that strength of financial motive, the extent of orga-
nizational opportunity, and the personal willingness for deviant behavior deter-
mine the likelihood of corporate crime. Convenience theory builds on and extends
opportunity theory and the fraud triangle as described in previous publications
(Gottschalk, 2019, 2020).

In the perspective of preventing and prosecuting corporate crime, Haines and
Macdonald (2021: 299) argue that addressing corporate crime and harm is not sim-
ply an issue of enforcement and compliance:

Neither is it one of digging deeper to find the ultimate root of the problem - the reproduction
of power relations is nothing new to criminology. Understanding the direction of prevailing
winds that shape business activity is important though in understanding where change is pos-
sible. Grappling with injustice is just that — looking for sources of influence ultimately requires
going beyond blanket classifications of law — in all its forms — as either helpful or unhelpful,
and understanding which law, from which place and used in which way within a field of strug-
gle is important.

Within the context or framing of organizational or corporate crime and the actors or
perpetrators of these offenses, this book makes crime mainly an endogenous phe-
nomenon. The book offers a holistic approach for making sense out of several case
studies through the theory of convenience. Exogenous factors are included where
appropriate, such as criminal market forces.

The first part of this book presents theoretical perspectives on corporate
crime. Corporate crime is white-collar crime that benefits the organization rather
than the individual (Chapter 1), which can be explained by convenience theory
(Chapter 2). Detected and prosecuted corporate crime require corporate deviance
accounts (Chapter 3) and a crime-response match (Chapter 4).

The second part of this book presents a number of case studies of corporate
crime, where corporate offending reflects criminal market structures. The first case
is concerned with the Swedish telecommunications company Telia that is involved
in corruption to obtain mobile phone licenses in countries such as Uzbekistan
(Schoultz and Flyghed, 2020a, 2020b, 2021). The Dutch telecommunications com-
pany VimpelCom has the same practice, and so does the Norwegian telecom enter-
prise Telenor (Deloitte, 2016). There are criminal market forces requiring corporate
crime in the form of corruption (Chapter 5).

The second case is concerned with Danske Bank in Denmark that is involved in
money laundering and tax evasion for Russian oligarchs and organized Russian
criminals (Bruun Hjejle, 2018). Swedbank in Sweden is another bank involved in
the same services for their bank clients (Clifford Chance, 2020; Milne, 2020). Other
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Scandinavian banks involved in illegal services for their clients include Nordea in
Sweden (Kristjansson, 2016; Mannheimer Swartling, 2016) and DNB in Norway
(Kleinfeld, 2019, 2020; Kibar, 2020a, 2020b; Seljan et al., 2019). There are criminal
market forces requiring corporate crime in the form of money laundering and tax
evasion when providing wealth management services (Chapter 6).

The third case is concerned with Trafigura in the United Kingdom that is in-
volved in environmental crime by dumping toxic waste in the Ivory Coast and Nor-
way. One corporate crime project was about getting rid of the dangerous waste after
Trafigura was denied access to waste disposal at the usual site in Africa. The redi-
rection of the Probo Emu tanker to Norway is considered the project (Gulating,
2013, 2015; Knudssgn and Bakke, 2009; Maksimentsev and Maksimentseva, 2020).
There are criminal market forces requiring corporate crime in the form of environ-
mental harm in waste disposal (Chapter 7).

The fourth case is concerned with ABB in Switzerland that is involved in cartels
by agreeing with competitors such as Nokia in Finland who should serve specific
markets and customers with communication and power cables, and who should
stay away from the same markets and customers, without fear of punishment (Jas-
pers, 2020: 106):

Leniency offers corporations the possibility to come clean about their involvement in cartel
conduct in exchange for immunity or reduction of financial penalties. In Europe, nearly 60 per-
cent of detected cartels are discovered through leniency.

Cartel activities are not limited to cable markets involving companies like ABB and
Nokia. Cartels do also exist among their customers in the construction business
(Brandvol, 2016; Gedde-Dahl et al., 2007; Landre, 2006; Lilleas, 2011). Cartels are
associations of independent corporations in the same industry that strive to reduce
competition (Chapter 8).

In the car manufacturing industry, German car producer Volkswagen was one
of the manufacturers who committed emission standards violation. Their computer
software enabled the vehicles to pass emission tests under laboratory conditions
while emitting forty times the level of pollution allowed in the United States during
normal use (Chapter 9).

The final case study in this book is about Wirecard in Germany. Wirecard was
founded in 1999 to handle digital money transactions for pornography and gam-
bling. In 2020, the financial institution went bankrupt. The Wirecard scandal is a
series of accounting frauds that resulted in the insolvency of the German payment
processor where € 2 billion disappeared (Chapter 10).

All case studies in this book build on publicly available information about cor-
porate wrongdoing. Nevertheless, corporations described in this book might be
tempted to contest the material and challenge judgments in the case studies. Some
of the organizations mentioned here might even have attempted to block publica-
tion to prevent criticism and challenge the legitimacy of some of the text. However,
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this kind of corporate attitude towards criticism and transparency is just another
reason for the importance of publishing this book.

In the final two chapters, the extent of crime is discussed in terms of statistics
and estimates (Chapter 11), and some of the cases have in common that they in-
volved tax havens in the corporate misconduct (Chapter 12).

Cases of corporate misconduct and crime steadily emerge in the public domain
by media reports and research articles. For example, Mulinari et al. (2021) studied
the Japanese pharmaceutical firm Astellas. At a meeting in Milan, Italy with over
one hundred doctors from mostly European countries present, Astellas executives
attempted to promote an off-label prostate cancer drug enzalutamide. An anony-
mous Astellas Europe employee reported the incident to the Prescription Medicines
Code of Practice Authority (PMCPA) in the UK. Astellas was then suspended. Like in
so many other cases presented in this book, Astellas executives initially denied
wrongdoings. Later, they accepted investigation findings and punishment rulings
(Mulinari et al., 2021: 71):

The company’s official explanation for wrongdoings is one of “significant cultural and compli-
ance failings created and caused by the actions and behaviors of some of its very senior manag-
ers” in Europe. It its report, The PMCPA attributed Astellas’s gross misconduct and dishonesty to
“multiple organizational and cultural failings” within the company, and to a corporate culture
that prioritized “the bottom line” over compliance obligations and ethical norms.

The priority of compliance suffered under the priority of the bottom line in terms of
profits. When the bottom line is struggling and not meeting investor expectations,
compliance is indeed potentially violated in many corporate settings as presented
in this book. Furthermore, as emphasized in several case studies in this book, also
Astellas applied the procedure of scapegoating (Mulinari et al., 2021: 75):

According to Astellas Europe, “the email indicated that there was a conscious decision by one
individual” (. . .), but that “as an organization” Astellas had been completely unaware of the
email up until this point. Hence, the company submitted there “was no dishonesty or deliber-
ate attempt to mislead” — except by this single rogue employee. Astellas Europe also stated
that, “immediate action had been taken to address the conduct of this senior member of staff.

As illustrated in so many of the cases presented in this book, scapegoating is often
combined with other measures, such as denials and excuses. The blame game by
misleading attribution of guilt is an approach to improve the convenience of corpo-
rate crime as documented in the case studies this book.

A question has been raised whether any of the corporations mentioned in this
book will attempt to terminate publication to prevent criticism and to challenge the
text. While not very likely, such a corporate approach would in itself be a reflection
on the message in this book. The book says that corporate criminal liability is often
limited, and corporations can survive their own self-inflicted scandals. It would
thus be contrast to lack of liability to approach the author or the publisher to make
them liable for text that is extracted from public sources.
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1 Characteristics of Corporate Offenders

In the perspective of critical management studies, corporations are instruments of
domination and exploitation. Corporations perform actions that inflict harm with
various levels of intensity, from killing people to defrauding people. Since maximiz-
ing profits is the main goal for most corporate executives, their actions are often in
conflict with societal interests (Alcadipani and Medeiros, 2020: 291):

Since their emergence, large corporations have controlled an increasing percentage of eco-
nomic activity and have displaced the social costs of their operations, the so-called externali-
ties, to workers and communities. For example, some of the externalities that were disguised
or neglected by firms were pollution, crowded cities, industrial accidents, violent business
cycles leading to unemployment, and the exhaustion of easily available natural resources.

Alcadipani and Medeiro (2020) found that corporations are extremely powerful actors
in society who can shape their environment, undermining the state as an agent that
can regulate corporate activities. Powerful corporations can change social institutions,
laws, and regulations. Corporations may promote legislation that benefits corporate
activity at the expense of citizens. Corporations may privatize functions that have his-
torically been performed by public governments, and they can enter into emerging
markets where no public governments are present.

According to Oliveira and Silveira (2020: 2), corporations represent capitalism’s
main power over the world:

Their power has no boundaries: they influence policies and actions in nations, regions, and
local communities and establish themselves as private tyrannies (. . .) Corporations are pres-
ent everywhere and in almost every aspect of our lives and work. However, corporations are
dangerous to society because they commit serious corporate crimes against consumers, work-
ers, the environment, communities, and countries. Furthermore, corporate financial crimes
are committed by legitimate businesses that operate in lawful and transnational markets.
Global capitalism is supported by transnational practices, which transcend the geographic
boundaries of states but do not necessarily originate from state-owned agencies or players.
These practices operate in the economic, political, and cultural-ideological dimensions.

Oliveira and Silveira (2020) found that crime committed by corporations — such as
environmental pollution, bribing government officials, money laundering, bank
fraud, slave labor, and business email compromise — are part of social structures.
They argued that transnational corporations are companies globally integrated and
politically organized by a transnational capitalist class. Rather than perceiving cor-
porate crime as dysfunction in organizations, they argued that corporate crime oc-
curs within corporation’s own dynamics, in which the corporate power of political
and economic influence seems to be limitless and supports a destructive version of
capitalism.

https://doi.org/10.1515/9783110766950-002

printed on 2/8/2023 12:11 PMvia . Al use subject to https://ww.ebsco. confterms-of-use


https://doi.org/10.1515/9783110766950-002

EBSCChost -

10 —— 1 Characteristics of Corporate Offenders

The Offense-Based Perspective

Erp (2018: 1) found that corporate crime seems endemic to modern society:

Newspapers are filled on a daily basis with examples of financial manipulation, accounting
fraud, food fraud, cartels, bribery, toxic spills and environmental harms, corporate human
rights violations, insider trading, privacy violations, discrimination, corporate manslaughter
or violence, and, recently, software manipulation. Clearly, the problem of corporate crime
transcends the micro level of the individual ‘rotten apple’, although corporate crimes are ulti-
mately committed by individual members of an organization, they have more structural roots,
as the enabling and justifying organizational context in which they take place plays a defining
role. Accounts of corporate fraud, misrepresentations, or deception that foreground individual
offender’s motivations and characteristics, often fail to acknowledge that organizational deci-
sions are more than the aggregation of individual choices and actions, and that organizational
are more than simply the environment in which individual action takes place.

This quote is interesting, as it mixes both the offense-based perspective and the
offender-based perspective on corporate crime. The offense-based perspective is
concerned with the various forms of corporate crime, such as fraud, environmen-
tal harm, and financial manipulation. The offender-based perspective is con-
cerned with the individuals who commit corporate crime and the organizational
context in which it takes place (Van Erp, 2018: 1):

Organization studies have therefore become increasingly preoccupied with explaining organi-
zational dysfunctional and antisocial behavior, misconduct, and deviancy known as “the dark
side of organization”, and also have an important contribution to make to our understanding
of corporate crime and its prevention.

Offense-based approaches to corporate crime emphasize the actions and nature of
the illegal act as the defining agent (Galvin et al. 2018; Piquero, 2018). For example,
corporate crime is typically a non-violent offense (Berghoff and Spiekermann,
2018). The offense-based tradition is concerned with the criminal act in itself, draw-
ing upon legal definitions, motives, and means (Piquero and Schoepfer, 2010). For
example, Edelhertz (1970: 3) defined white-collar crime as “an illegal act or series
of illegal acts committed by non-physical means and by concealment or guile to ob-
tain money or property, to avoid the payment or loss of money or property, or to
obtain business or personal advantage”. Because offender status is not included in
the definition of offense-based approaches, and status is free to vary independently
from the definition in most legislations; an offense-based approach allows meas-
ures of status to become external explanatory variables. The offense-based tradition
represents a critique against using offender characteristics as part of the definition.
For instance, Shapiro (1990: 347) argues that this “confuse[s] acts with actors,
norms with breakers, the modus operandi with the operator”.

An argument for the offense-based perspective is that everyone now can com-
mit fraud on the Internet, an act that was impossible when Sutherland (1939) first
coined the term white-collar crime eight decades ago (Geest et al., 2017: 544):
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In sharp contrast to the 1940s however, when most financial crimes were out of reach for ordi-
nary people, in modern-day society the opportunity structure for white-collar crime has dra-
matically changed. The growth of the credit economy, the increase of the service sector,
increased urbanization, and the advent of the internet — to name but a few factors — have in-
creasingly democratized the phenomenon of financial crimes and fraud. With the advance-
ment of technology, crimes labeled as ‘white-collar’ do not require employment or specific
skills and have increasingly come within range of the poor and disadvantaged who dispropor-
tionately came in contact with the criminal justice system then and now.

White-collar criminals commit financial crime where a great variety of options can
be found, as illustrated in Figure 1.1. Fraud, theft, manipulation, and corruption are
four main categories of financial crime with a number of subcategories. Fraud can
be defined as intentional perversion of truth for the purpose of inducing another in
reliance upon it to part with some valuable thing belonging to him or to surrender a

FINANCIAL CRIME

Fraud Theft Manipulation Corruption
| | Advance Fee | | Art | | Bankruptcy | | Bribery
Bank A Cash | | Bid | | Kickbacks
Check Identity | | Competition | | Organization
Click Intellect | | Computer L Public
Consumer Inventory | | Currency
| | Credit Card | | Cyber

| [Embezziment

Extortion
| | Hedge Fund | | Ghost
Identity Invoice
| | Mortgage | | Laundering
1 Occupation - Tax
Subsidy

Figure 1.1: Main categories and subcategories of financial crime.
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legal right. Fraud is unlawful and intentional making of a misrepresentation, which
causes actual prejudice, or which is potentially prejudicial to another. Fraud refers
to the intentional misrepresentation of the truth in order to manipulate or deceive a
company or individual. Fraud is to create a misjudgment or maintain an existing
misjudgment to induce somebody to do something that the person or organization
otherwise would not do (Elisha et al., 2020). Bank fraud is a typical example. Bank
fraud is a criminal offence of knowingly executing a scheme to defraud a financial
institution.

Theft can be defined as the illegal taking of another person’s, group’s, or organ-
ization’s property without the victim’s consent. For example, identity theft com-
bined with identity fraud is the unlawful use of another’s personal identifying
information (Piquero et al., 2021). It involves financial or other personal information
stolen with the intent of establishing another person’s identity as the thief’s own. It
occurs when someone uses personally identifying information, like name, social se-
curity number, the date of birth, government passport number or credit card num-
ber without the owners’ permission, to commit financial crime.

Manipulation can be defined as a means of gaining illegal control or influence
over others’ activities, means and results. For example, bankruptcy crime is crimi-
nal acts committed in connection with bankruptcy or liquidation proceedings. A
person filing for bankruptcy or a business that has gone into liquidation can hide
assets after proceedings have been initiated, and thereby preventing creditors from
collecting their claims. However, most of the criminal acts are typically committed
before bankruptcy/liquidation proceedings are initiated, e.g., the debtor has failed
to keep accounts or has unlawfully withdrawn money from the business.

Corruption is defined as the giving, requesting, receiving, or accepting of an im-
proper advantage related to a position, office, or assignment (Ashforth et al., 2008).
The improper advantage does not have to be connected to a specific action or to not
doing this action. It will be sufficient if the advantage can be linked to a person’s posi-
tion, office, or assignment (Artello and Albanese, 2021). An individual or group is
guilty of corruption if they accept money or money’s worth for doing something that
he is under a duty to do anyway, that he is under a duty not to do, or to exercise a
legitimate discretion for improper reason. Corruption is to destroy or pervert the integ-
rity or fidelity of a person in his discharge of duty, it is to induce to act dishonestly or
unfaithfully, it is to make venal, and it is to bribe. Corruption involves behavior on the
part of officials in the public or private sectors, in which they improperly and unlaw-
fully enrich themselves and/or those close to them, or induce others to do so, by mis-
using the position in which they are placed. Corruption covers a wide range of illegal
activity such as kickbacks, embezzlement, and extortion. Corruption entails “mistreat-
ment of suppliers, customers, or competitors” (Kolthoff, 2020: 434).

The various main categories and subcategories of financial crime in Figure 1.1
imply varying sanctions and penalties around the globe. An example is corruption,
where there is demand for a bribe and supply of a bribe. In the United States, the
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most serious offense is to offer and supply a bribe. In China, the most serious offense
is to request and receive a bribe (Wang, 2020). In Norway, the law does not distinguish
the extent of seriousness between bribe-giver and bribe-taker, but the courts neverthe-
less punish bribe-takers more harshly.

In addition to these four main categories of white-collar crime that are commit-
ted by both individuals and corporations, there are two additional categories com-
mitted by corporations. The first category is environmental crime where the typical
example is pollution. The other category is crime against workers that includes
cases of sexual and racial discrimination, violations of wage laws, rights to orga-
nize, breaches of privacy, workplace safety, and human rights violations (Tombs
and Whyte, 2020).

The Offender-Based Perspective

The offender-based definition has its origin in the work of Sutherland (1939), who
defined white-collar crime based on the social and occupational status of the of-
fender as a crime committed by a person of respectability and high social status in
the course of the offender’s occupation. The offender-based definition emphasizes
some combination of the actor’s high social status, power, or respectability as the key
features of white-collar crime (Benson et al. 2021), as well as the violation of public
trust (Sohoni and Rorie, 2021).

This book applies the offender-based rather than the offense-based definition
of corporate crime by white-collar offenders, which is consistent with Sutherland’s
(1939: 2) approach when he introduced the term:

White-collar criminality in business is expressed most frequently in the form of misrepresenta-
tion in financial statements of corporations, manipulation in the stock exchange, commercial
bribery, bribery of public officials directly or indirectly in order to secure favorable contracts
and legislation, misrepresentation in advertising and salesmanship, embezzlement and misap-
plication of funds, short weights and measures and misgrading of commodities, tax frauds,
misapplication of funds in receiverships and bankruptcies. These are what Al Capone called
“the legitimate rackets”. These and many others are found in abundance in the business
world.

The book applies this definition by emphasizing that the white-collar offender has
legitimate access to resources to commit and conceal crime in the course of occupa-
tional and professional activity. Corporate crime is committed during the course of
legitimate occupational activity, by persons of high and respectable social status
for organizational gain. Corporate white-collar crime benefits the organization more
directly than individuals that committed the offense (Craig and Piquero, 2017).
White-collar crime is illegal acts that violate responsibility or public trust for per-
sonal or organizational gain. It is one or a series of acts committed by non-physical
means and by concealment to obtain money or property, or to obtain business or
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personal advantage (Leasure and Zhang, 2018). The offender has legitimate access,
where legitimacy is a generalized perception or assumption that the actions of an
individual are desirable, proper, and appropriate within some socially constructed
system of norms, roles, and values (Fitzgibbon and Lea, 2018). Legitimacy is an as-
sessment of the appropriateness of an individual’s actions (Bundy and Pfarrer, 2015).
The offender has high social status, power, and enjoys respectability.

Given the offender-based perspective, the text in this book disagrees with Gal-
vin et al. (2018) who includes all kinds of non-violent crime with financial motive.
For us, identity theft or credit card abuse in a private context is no white-collar
crime. Bank fraud or CEO fraud using the Internet in a private context is no white-
collar crime. A distinct term like white-collar crime can lose meaning by including
more and more offenders and offenses. While it is certainly true that many wear
white-collar, everyone knows what the term means in criminology. It is financial
crime by members of the elite in society. Those who attempt to stay above the law
and feel they are too powerful to fail and too powerful to jail, those are the typical
white-collar offenders (Pontell et al., 2014).

White-collar criminology makes a distinction between occupational crime and
corporate crime. Self-interested individuals commit occupational crime in their pro-
fession against their employers (e.g., embezzlement or receipt of bribes) and other
victims (Shepherd and Button, 2019). Organizational officials commit corporate
crime in the larger interests of an organization, such as bribing potential customers,
avoiding taxes by evasion, and misrepresenting accounting to get unjustified gov-
ernment subsidies. As argued by Alalehto (2018), an organization does not think or
act by itself because it lacks ethical, philosophical, sociological, and psychological
properties. Therefore, offenders of both occupational crime and corporate crime are
individuals. Nevertheless, a corporation is a legal entity with its own rights and its
own obligations. Rights include copyrights and other protection regulations. Obli-
gations include tax payments, environmental protection, and other duties that rest
with the organization rather than individuals in the organization.

By corporate crime, individuals such as board members and chief executives
serve the benefit of the organization. Of course, individuals may benefit personally
as a side effect of the corporate financial crime since the interests of the organiza-
tion may coincide with the interests of individual members. While a corporation
cannot feel, does not have a mind, and does not think, the corporation nevertheless
acts and is the actor when executives and others attempt to improve organizational
performance in illegal ways (Bundy and Pfarrer, 2015; Scott and Lyman, 1968).

The organizational connection of white-collar offenses is particularly evident
when crime is committed on behalf of the business. The organizational anchoring
of crime is obvious in corporate offenses as crime takes place within the business
and to the benefit of the business (Bradshaw, 2015). While offenders often hide oc-
cupational crime individually to enrich himself or herself by abusing corporate
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resources (Hansen, 2009; Shepherd and Button, 2019), corporate crime is often hid-
den by a group of individuals to improve business conditions.

The offender-based white-collar perspective originates from Edwin Sutherland.
Sutherland is one of the most cited criminologists in the history of the criminology
research field. Sutherland’s work has inspired and motivated a large number of
scholars in the field associated with his work. His ideas influence, challenge, and
incentivize researchers. Sutherland based his research on white-collar crime on his
own differential association theory. This learning theory of deviance focuses on
how individuals in organizations learn to become criminals. Differential association
theory assumes that individuals learn criminal behavior in interaction with other
persons. Berghoff and Spiekermann (2018: 290) are among those emphasizing the
importance of Sutherland’s work:

The assessment of the offences committed in the corporate world began to change in light of
the theories of sociologist and criminologist Edwin Hardin Sutherland, who not only estab-
lished the criminological term ‘white-collar crime’ in 1939, but also made clear that crimes
were not exclusively committed by lower-class offenders. Sutherland, who had among other
things previously worked on juvenile delinquents in ghettos of recent immigrants, pointed to
certain parallels such as the influence of cultural milieus. This concept violated existing preju-
dices that high-ranking persons would not or only in highly exceptionally circumstances com-
mit crimes and that economic crimes were due to ‘merely technical violations’, which ‘involve
no moral culpability’. Sutherland, who is considered one of the most influential criminologists
of the twentieth century, vehemently contradicted widespread views that criminality was
caused by poverty or biological and psychological factors.

Sutherland’s (1939, 1983) concept of white-collar crime has been so influential for
various reasons. First, there is Sutherland’s engagement with criminology’s neglect
of the kinds of crime of the powerful and influential members of the elite in society.
Next, there is the extent of damages caused by white-collar crime. Sutherland em-
phasized the disproportionate extent of harm caused by the crime of the wealthy in
comparison to the much researched and popular focus on crime by the poor, and
the equally disproportionate level of social control responses. Third, there is the
focus on organizational offenders, where crime occurs in the course of their occupa-
tions. A white-collar criminal is a person who, through the course of his or her oc-
cupation, utilizes own respectability and high social status to perpetrate an offense.
Fourth, the construction of the corporation as an offender indicates that organiza-
tions might be accountable for misconduct and crime. Finally, there is the ability to
theorize deviant behaviors of elite members. Sutherland’s groundbreaking chal-
lenge of mainstream criminology as neglecting the crime of the upper class and the
dominating focus on crime of the poor has inspired many researchers. This was a
major insight that began a dramatic shift and broadening in the subject matter of
criminology that continues today.

While Sutherland’s concept of white-collar crime has enlightened sociologists,
criminologists and management researchers, the concept may have confused
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attorneys, judges, and lawmakers. In most jurisdictions, there is no offense la-
belled white-collar crime. There are offenses such as corruption, embezzlement,
tax evasion, fraud, and insider trading, but no white-collar crime offense. Suther-
land’s contribution to the challenge of concepts such as law and crime, research-
ers consider one of the strengths of his work as he showed that laws and legal
distinctions that the elite produces politically and socially in very specific ways.
For lawmakers, there is nothing intrinsic to the character of white-collar offenses,
which makes them somehow different from other types of offenses.

One reason for this confusion is that white-collar crime in Sutherland’s research
is both a crime committed by a specific type of person, and it is a specific type of
crime. Later research has indicated, as applied in this book, that corporate crime is
no specific type of crime, it is only a crime committed by a specific type of individ-
ual in a corporate setting. However, white-collar crime may indeed sometime in the
future emerge as a kind of crime suitable for law enforcement as Sutherland envis-
aged it in his offender-based approach to crime, focusing on characteristics of the
individual offender to determine the categorization of the type of crime.

While white-collar criminal as a term was introduced by Sutherland in 1939,
other terms such as robber baron had been introduced several decades earlier. Rob-
ber barons are the powerful and wealthy in the upper class of society who defines
what is right and what is wrong, and who change the laws when they themselves
are in danger of breaking the laws (Petrocelli et al., 2003). The rich and mighty peo-
ple can behave like robber barons because they make the laws and because they
control law enforcement. Spiekermann (2018: 363) presents the case of the Spreck-
els family as an example of robber barons:

Claus Spreckels (1828-1908) was surely one of the notorious ‘robber barons’ of the time . . .
When in 1876 the Kingdom of Hawaii and the United States arranged a first reciprocity treaty,
which included a bounty for cane sugar imports to the United States, Spreckels took his
chance and erected, after corrupting the king and the government, large-scale sugar planta-
tions. Within a few years, Claus Spreckels established a vertically integrated sugar empire,
which not only included plantation and refining but also financing, transport and wholesale
trade. Although harshly criticized for exploiting coolie work and corrupting the Sandwich Is-
lands, his political influence in California and Washington, DC generated continuous political
support for his business interests.

Sutherland’s broader engagement with criminological and sociological theory in
general, such as his theory of differential association and social learning, has been
and is influential. One aspect of the theory of differential association — social disor-
ganization — has had a significant influence on later researchers. Sutherland’s work
is the foundation in all teaching, research, and policing of white-collar corporate
crime today.
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Corporate Crime Seriousness

Alcadipani and Medieros (2020) found that corporate crime tends to be perceived as
and treated as corporate irresponsibility and not as misconduct, wrongdoing, of-
fending, and law violation. People who do not profit from corporate activity and are
victims of displacement, unemployment, and misery are the result of irresponsibil-
ity and not crime. Debates around companies’ social irresponsibility emerged from
a dissatisfaction with corporate initiatives that claimed to be socially responsible.
While the management literature had been dominated by CSR (corporate social
responsibility), the management practice has been dominated by CSIR (corporate
social irresponsibility), where corporate harmful actions are considered mere irre-
sponsibility. Social irresponsibility is the choice of an action that is inferior to an
alternative action when the effects upon all stakeholders are considered. The action
may involve a gain by one party at the expense of the total system. Davies (2020)
found that relatively few harmful actions by corporations are criminalized or sub-
ject to prosecution.

Examples of CSIR are environmental disasters, corruption scandals, and corpo-
rate actions that harm customers and employees. While receiving the less serious
label of irresponsibility, most examples should receive the label of crime. Neither
companies nor executives are prosecuted. CSIR can harm companies in the form of
reputation loss that can cause difficulties in attracting customers, investors, and
employees (Alcadipani and Medeiros, 2020: 288):

CSIR can also produce moral anger on the part of important stakeholders, and media coverage
of CSIR increases the financial risk for companies involved in “acts of irresponsibility”.

Nevertheless, the main characteristics of the CSIR perspective are that corporate en-
vironmental crime can be excused as irresponsible environmental degradation and
pollution that are inevitable, that corporate financial crime can be excused by crim-
inal market forces, and that labor law violations can be excused by legitimate ex-
ploitation of employees as resources.

Similarly, to Alcadipani and Medieros (2020), Oliveira and Silveira (2020: 1)
used the lenses of the Global South in Brazil when discussing corporate crime by
the Global North in their essay:

The basic premise of the essay is that corporate crimes occur in a corporate dynamic, the main
force of contemporary capitalism over the world. We use the post-colonial thinking, more spe-
cifically the concepts of necrocapitalism, a version of contemporary capitalism characterized
by imperialism, which refers to contemporary forms of accumulation, which involve the subju-
gation of life to the power of death.

Oliveira and Silveira (2020) found that in many countries, the idea that corporations
do not commit crime still prevails. Also, the role of law is ambiguous concerning
corporate damage. There is an impossibility of charging corporations with crime.
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Corporations are considered entities, while criminal laws derive from individual
principles, and the laws and punishments imputed to individuals cannot be im-
puted to corporations. The legal systems of different countries react to corporate of-
fenses in various ways, where the most common characteristic of reactions seem to
be a combination of helplessness by local authorities and varying perceptions of
seriousness and responsibility.

Corporate crime seriousness can be influenced by the perception of corpora-
tions. As argued by Alalehto (2018), an organization does not think or act by itself
because it lacks ethical, philosophical, sociological, and psychological properties.
Therefore, offenders of both occupational crime and corporate crime are individuals
as natural persons. Two years later, Alalehto (2020: 112) claimed that the concept of
corporate crime is a logical contradiction as long as the corporation was defined as
the offender who implicitly can think and act:

Thus, the corporation was assumed to have a consciousness and ability to act morally and eth-
ically given the principles of the social contract in the same way as a physical individual. So, if
the corporation did something illegal it could be accused of being an offender acting immor-
ally in relation to the law of the contextual society. But this basic philosophical assumption
led to one fundamental theoretical problem for the research of corporate crime, i.e., the impos-
sible task of finding the cause of crimes committed by fictious persons.

Therefore, people within corporations commit crime, not the corporation itself.
Even if it is difficult to identify the person or persons who committed the crime, it is
still people who commit crime. The advantage for corporate offenders is that they
can hide behind the gates of the corporation, thereby making it even more challeng-
ing to attribute blame to them. Large corporations typically have gatekeepers such
as public relations departments, media spokespersons, and internal and external
lawyers who assist in secrecy and confidentiality. The corporation can initially be
blamed for a scandal, yet corporate accounts and the secrecy of offenders can make
corporate crime seem less serious (Dewan and Jensen, 2020; Schoultz and Flyghed,
2020a, 2020b, 2021).

Structural conditions influence individual decision-making in organizations. A
facilitative culture can neutralize offender responsibility for deviant behavior. How-
ever, a crime-facilitative culture cannot cause criminality in itself. It is still individ-
uals who decide to take criminal action (Alalehto, 2020).

The seriousness of corporate crime might depend on who is the victim (Levi
and Jones, 1985). Research results have indicated that crime is considered more se-
rious if the victim is an individual rather than an organization. The difference may
reveal an underlying attitude that organizations, given their presumed levels of col-
lective resources, can better survive victimization (Cullen et al., 1982). Generally,
crime seriousness seems dependent on the perceived consequences of the perceived
wrongfulness.

printed on 2/8/2023 12:11 PMvia . Al use subject to https://ww.ebsco. confterms-of-use



EBSCChost -

Corporate Crime Seriousness =—— 19

When Sutherland (1939) introduced the term white-collar crime, he wanted to
draw attention to the fact that anyone, regardless of social class, can commit crimi-
nal acts (Piquero, 2018). He emphasized privileged individuals in positions that
they could abuse to commit and conceal crime, and he emphasized corporations
involved in corruption and fraud. He emphasized elite offenses that the public and
the criminal justice system should take more serious.

Eighty years later, Piquero (2018) argued that white-collar crime is a growing
problem in terms of both the numbers of people affected as well as the amount of
harm caused to victims. Nevertheless, people do not necessarily consider white-
collar crime very serious. Michel (2016) found that white-collar offenders are still
significantly more likely to avoid criminal indictment, prosecution, conviction, and
incarceration compared with street offenders.

White-collar crime is hard to detect, and detection is obviously a precondition
for any indictment and prosecution (Friedrich, 2021). It is usually obvious when a
street crime has occurred, while financial crime by the elite usually is less apparent
(Cullen et al., 2006: 346):

The difference in visibility is tied directly to the nature of the crimes involved in each offense
category. Missing property, a mugging, or an assault are forced upon a victim’s attention. By
contrast, the very structure of most corporate acts insulates workers or citizens from knowl-
edge of their victimization. Typically, corporate offenders are not present physically at the
scene of the crime, and the effects of their victimization are diffused over time.

Logan et al. (2019) argued that public support for the indictment, prosecution, con-
viction, and imprisonment of white-collar offenders is on the rise. However, some
studies show an association between political ideology and punitive philosophies,
where conservatives favor greater control and punishment of traditional street crime
as compared to liberals. Features of each political perspective suggest that the associ-
ation is a reversal when it comes to white-collar crime. Reducing and punishing
white-collar offenders may seem more important to liberals than to conservatives
(Unnever et al., 2009). This reversion of attitudes is in line with the switch hypothesis
(Zimring and Hawkins, 1978).

Logan et al. (2019: 225) further argued that the number of people incarcerated
for white-collar offenses in the United States has been steadily rising for the past
two decades:

There are now more white-collar offenders in jail or prison than ever before, and public sup-
port for the prosecution and imprisonment of white-collar offenders is on the rise. The United
States Sentencing Commission reports an increase in the rate of white-collar offenders sen-
tenced to federal prison. For example, between 1997 and 2009, the incarceration rate for fraud
rose from 64.8 to 74.9 and has remained stable through 2015.

White-collar offenders are individuals who had high occupational status. The sen-
tencing outcome can reflect the seriousness of their crime. Some research finds that
high occupational status decreases punishment, showing that auto thieves receive
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a harsher punishment compared to physicians involved in medical fraud (Tillman
and Pontel, 1992). Other research finds that occupational status increases punish-
ment, with higher occupational status health care professionals given more severe
sentences than lower-level health care professionals do (Payne et al., 2011). Still
other research finds no effect at all from occupational status on length of prison
sentence for white-collar offenders.

Perceptions of crime seriousness in the population still distinguish between of-
fenses resulting in physical harm and the ones not resulting in such harm. Public
opinion thus considers white-collar offenses not resulting in physical damages as
not very serious. In a study by Isenring (2008), white-collar offenses are severely
condemned, even when there is no physical harm involved in the crime. The study
seems to show a greater sensitivity with respect to white-collar offenses, especially
towards white-collar crime perpetrated by corporations, such as a corporation brib-
ing a public official. On the other hand, the study showed a difference between
street crime and white-collar crime with regard to punishment. Respondents pre-
ferred a more severe sentence passed on street criminals rather than on white-collar
offenders.

When perceptions of crime seriousness distinguish between offenses resulting
in physical harm and no such harm, it is interesting to notice the perceptions of
rising seriousness of environmental crime by corporate offenders. Environmental
harm and crime have received increased attention in recent years (Bohm, 2020;
Gibbs and Boratto, 2017; Huisman and Van Erp, 2013; Lynch, 2020). Physical harm
often results from environmental crime by corporate offenders (Van Erp, 2020).

Goossen et al. (2016) studied relationships between basic human values and
white-collar crime. They tested seven value constructs in relation to three types of
white-collar crime: tax evasion, insurance fraud, and bribery. They found that the
relationships between values and white-collar offenses are particularly evident for
values of universalism, power, and stimulation. Universalism is a value concerned
with understanding, appreciation, tolerance, and protection of the welfare of all
people and of nature. Power is a value concerned with social status and prestige,
control or dominance over people and resources. Stimulation is a value concerned
with excitement, novelty, and challenge in life. While universalism and stimulation
were positively associated with the condemnation of white-collar crime, power had
a negative association as a value construct.

The seriousness of white-collar elite crime was emphasized by Hausman (2018:
392) who found that offenders present “a long-term danger to the U.S. business cli-
mate”. Honest businesspersons — who must have access to capital to succeed — suf-
fer because financial investors, public authorities, and the general public lose faith
in business enterprises.

Corporate crime seriousness is linked to corporate criminal liability. Lack of lia-
bility is a concept that features across regulatory offenses, financial crime, and en-
vironmental crime that disable the attribution of liability to corporations in criminal
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courts (Whyte, 2014). Hamdani and Klement (2008: 271) found that the doctrine of
corporate liability is notoriously controversial:

For decades, scholars have argued that imposing criminal liability on business entities is both
ineffective and inconsistent with the fundamental principles of individual culpability and
moral condemnation underlying criminal law. It is therefore not surprising that the federal
government’s post-Enron campaign against corporate crime has reignited debate over the
proper use of criminal law to target business enterprises.

Not only is the doctrine of corporate liability controversial. The doctrine also dis-
courages disclosure of wrongdoing (Patterson, 2021: 423):

Under the doctrine of respondeat superior, U.S. corporations have long been held criminally
liable for the conduct of employees acting within the scope of their employment. Standing
alone, this de jure system of enforcement provides perverse incentives to corporations dealing
with internal malfeasance; the threat of vicarious liability discourages corporations from seek-
ing to discover, disclose, and investigate because such efforts will only assist enforcement au-
thorities in imposing higher corporate sanctions. The Department of Justice has, in a series of
revisions to the Justice Manual, attempted to counteract this dynamic by emphasizing individ-
ual, rather than corporate-level, liability in prosecuting business organizations, developing a
de facto regime for sanctioning and controlling corporate crime.

The government in the United States made both the energy company Enron and the
consulting firm Arthur Andersen collapse because of accounting fraud and destruc-
tion of evidence. At Arthur Andersen, 28,000 employees lost their jobs. Corporate
fines in the United States can be of such a magnitude that the fined company goes
bankrupt. This is very different from government fines in other countries that are
mainly symbolic rather than harmful. For example, when construction companies
are fined in Norway for their cartel activity as described later in this book, the mod-
est money amounts do not really harm their businesses. Those in favor of harsh cor-
porate penalties posit that only the threat of going out of business can effectively
deter organizational misconduct (Hamdani and Klement, 2008).

A general perspective is that entities do not commit crime; individuals do. Corpo-
rations cannot be imprisoned; only individuals can (Fischel and Sykes, 1996: 320):

Corporations are legal fictions, and legal fictions cannot commit criminal acts. Nor can they
possess mens rea, a guilty state of mind. Only people can act and only people can have a guilty
state of mind.

A competing perspective is that employees and executives are agents for their
corporations. Then the corporations can and should be criminally prosecuted for
criminal acts of their agents. In the terminology of principal-agent theory, the
corporation might be defined as the principal, while executives are agents. The
principal-agent theory suggests that the organization is a nexus of contracts. A cor-
poration is a web of contractual relationships consisting of individuals who band
together for their mutual economic benefit (Fischel and Sykes, 1996). The theory
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argues that a principal is often unable to control an agent who does work for the
principal, while at the same time being responsible for the agent’s behavior (Bosse
and Phillips, 2016; Chrisman et al., 2007; Pillay and Kluvers, 2014).

Corporate Offender Profiling

Ever since Sutherland (1939) coined the term white-collar crime, there has been ex-

tensive research and debate what to include and what to exclude from this offense

category (e.g., Benson and Simpson, 2015; Logan et al., 2019; Pontell et al., 2014;

Schoepfer and Piquero, 2006; Stadler et al., 2013). In accordance with Sutherland’s

original work, convenience theory emphasizes the position and trust enjoyed by the

offender in an occupational setting. Therefore, the organizational dimension is the
core of convenience theory where the offender has access to resources to commit and
conceal financial crime.

The typical profile of a white-collar criminal includes the following attributes
(e.g., Benson and Simpson, 2018; Logan et al., 2019; Pontell et al., 2014; Schoepfer
and Piquero, 2006; Stadler et al., 2013):

— The person has high social status and considerable influence, enjoying respect
and trust, and belongs to the elite in society.

— The elite have generally more knowledge, money, and prestige and occupy
higher positions than other individuals in the population occupy.

— Privileges and authority by the elite are often not visible or transparent but
known to everybody.

— Elite members are active in business, public administration, politics, congrega-
tions, and many other sectors in society.

— The elite are a minority that behaves as an authority towards others in the
majority.

— The person is often wealthy and has a strong preference for narcissistic success.

— The person is typically well educated and connects to important networks of
partners and friends.

— The person exploits his or her position to commit corporate crime.

— The person does not look at himself or herself as a criminal, but rather as a com-
munity builder who applies personal rules for own behavior.

— The person may be in a position that makes the police reluctant to initiate a
crime investigation.

— The person can hide behind the walls of the corporation where others communi-
cate accounts of what is going on.

— The person has access to resources that enable involvement of top defense attor-
neys and can behave in court in a manner that creates sympathy among the
public, partly because the defendant belongs to the upper class similar to the
judge, the prosecutor, and the attorney.
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However, one of the theoretical challenges facing scholars in this growing field of
research is to develop an accepted definition of white-collar crime. While the main
characteristics are the foundation, such as economic crime committed by a person
of respectability and high social status in the course of an occupation, other aspects
lack precision (Kang and Thosuwanchot, 2017).

White-collar crime is a unique area of criminology due to its atypical associa-
tion with societal influence compared to other types of criminal offenses. White-
collar crime conceptualization occurs in its relationship to status, opportunity, and
access in a corporate setting. This is the offender-based perspective. In contrast, of-
fense-based approaches to white-collar crime emphasize the actions and nature of
the illegal act as the defining agent. In their comparison of the two approaches,
Benson and Simpson (2018) discuss how offender-based definitions emphasize soci-
etal characteristics such as high social status, power, and respectability of the
actor. Because status is not included in the definition of offense-based approaches
and status is free to vary independently from the definition in most legislation, an
offense-based approach allows measures of status to become external explanatory
variables.

Benson and Simpson (2018) approach white-collar crime utilizing the opportu-
nity perspective. They stress the idea that individuals with more opportunities to
offend, with access to resources to offend, and that hold organizational positions of
power are more likely to commit white-collar crime. Opportunities for crime depend
on the nature of economic and productive activities of various business and govern-
ment sectors within society.

Benson and Simpson (2018) do not limit their opportunity perspective to activi-
ties in organizations. However, they emphasize that opportunities are normally
greater in an organizational context. Convenience theory, however, assumes that
crime is committed in an organizational context to make the term white-collar
crime relevant. This is in line with Sutherland’s (1939, 1983) original work, where
he emphasized profession and position as key characteristics of offenders.

The white-collar offender is a person of respectability and high social status
who commits financial crime in the course of his or her occupation (Leasure and
Zhang, 2018). In the offender-based perspective, white-collar criminals tend to pos-
sess many characteristics that are consistent to expectations of high status in soci-
ety. There is both attained status and ascribed status among white-collar offenders.
Attained status refers to status that individuals accrue over time and with some de-
gree of effort, such as education and income. Ascribed status refers to status that
does not require any specific action or merit, but rather requires physically observ-
able characteristics, such as race, age, and gender.

The main offender characteristics remain privilege and upper class. Early percep-
tion studies suggest that the public think that white-collar crime is not as serious as
other forms of crime. Most people think that street criminals should receive harsher
punishments. One explanation for this view is self-interest (Dearden, 2017: 311):
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Closely tied to rational choice, self-interest suggests that people have views that selfishly affect
themselves. Significant scholarly research has been devoted to self-interest-based views. In
laboratory conditions, people often favor redistribution taxes when they would benefit from
such a tax. This self-interest extends into non-experimental settings as well. For example,
smokers often view increasing smoking taxes less favorably than non-smokers do.

In this line of thinking, people may be more concerned about burglary and physical
violence that may hurt them. They may be less concerned about white-collar crime
that does not affect them directly. Maybe those who are financially concerned with
their own economic well-being will be more concerned with white-collar crime
(Dearden, 2017).

White-collar perpetrators have social power associated with different occupa-
tional activities across the society. Power and authority at the hands of individuals
enable white-collar crime. The power essentially comes from the positions individu-
als legitimately occupy. Businesses and their executives tend to be recidivists who
get away with light punishment (Haines and Macdonald, 2021; Sutherland, 1983).

State-Corporate Crime

The long-lasting influence of Sutherland upon criminological, sociological, and
more recently also on management thinking is observable across the globe, but in
particular in the United States and Europe. Sutherland exposed crime by individu-
als who people thought of as almost superior, and people who apparently did not
need to offend as a means of survival. Businesspersons and professionals fre-
quently commit serious wrongdoing and harm with little fear of facing criminal jus-
tice scrutiny. It can be true that poverty and powerlessness is a cause of one kind of
crime while excessive power can be a cause of another kind of crime.

Sutherland exemplified the corporation as an offender in the case of war crime
where corporations profit heavily by abusing the state of national emergency dur-
ing times of war. Corporate form and characteristics as a profit-maximizing entity
are shaping war profiteering. War profiteering is organizational crime by powerful
organizations that may commit environmental crime, state-corporate crime, and
human rights violations. Corporations break the law, and they get away with it, ac-
cording to Sutherland (Miiller, 2018).

Interdependent interests and incentives connect state affairs with corporate af-
fairs (Ken and Leén, 2021: 4):

By “the state”, we refer to a bureaucratic, fragmented, and crowded ensemble of institutions
and actors that organize social, economic, and political relations of power, despite competing
priorities.

Ken and Le6n (2021) studied state-corporate harm in the U.S. pork packing industry
during the Covid-19 pandemic. In 2020, when over 67,000 meatpacking and processing

printed on 2/8/2023 12:11 PMvia . Al use subject to https://ww.ebsco. confterms-of-use



EBSCChost -

State-Corporate Crime =—— 25

workers were infected with the virus, the state allowed and encouraged this industry
to harm worker health and lives to continue to slaughter pigs.

The powerful in the upper class of society define their own identity in terms of
what is right and what is wrong for them, sometimes in a state-corporate alignment
(Tombs and Whyte, 2020; Zysman-Quirds, 2020). If they themselves break their own
laws, then there is a need to change the laws rather than punish law violators (Pet-
rocelli et al., 2003).

Denial of responsibility for crime depends on the situation. For example, in a
state-corporate alignment, the corporation can attempt to blame the state (Bernat
and Whyte, 2020; Rothe, 2020; Rothe and Medley, 2020; Tombs and Whyte, 2020;
Zysman-Quir6s, 2020). In the case of profit-driven environmental crime, the corpo-
ration can claim that multiple factors cause pollution and other kinds of harm
(B6hm, 2020; Budo, 2021; Lynch, 2020; Wingerde and Lord, 2020). Furthermore, the
corporation can blame a too complex regulatory environment (Braithwaite, 2020;
Lehman et al., 2020).

Whyte (2014: 237) argues that the perspective of state-corporate crime brings
the important role of the state into the study of social harm caused by corporations:

The state-corporate crime framework allows us to place at the centre of our analysis an under-
standing of how the state, in various ways, produces corporate crime, or at the very least, as-
sists in the production of corporate crime — corporate crime is not something that simply
happens when states are not vigilant enough, nor is it simply the unintended consequence of
normally benign functions of administration.

Laws and regulations have conventionalized and normalized several types of corpo-
rate crime, ensuring that the capital, in the form of the corporation, continues to
prosper regardless of its damaging effects on the capacity for society to develop and
reproduce (Oliveira and Silveira, 2020: 12):

Historically, corporations have obtained political power and favoring regulatory laws, have
monopolized or mapped markets, and have transformed themselves into powerful institutions
through special privileges granted to them. Therefore, the strictly legal definition of corporate
crime conceals the destructive character of capitalism. Likewise, the concept of ‘state-
corporate crime’ developed in the literature conceals this issue; it reinforces the neoliberal dis-
course by stating that it is a crime initiated or facilitated by the state.

The concept of state-corporate crime takes as its starting point the mutually rein-
forcing relationships between state institutions and private corporations (Bernat
and Whyte, 2020). The powerful and wealthy in the upper class of society define
their own identity in terms of what is right and what is wrong for them, sometimes
in a state-corporate alignment (Rothe, 2020; Rothe and Medley, 2020).

As described later in this book, convenience dynamics in white-collar crime
can take place at different levels such as the individual, the organizational, and
the national level. Dynamics also take place between these levels. For example,

printed on 2/8/2023 12:11 PMvia . Al use subject to https://ww.ebsco. confterms-of-use



EBSCChost -

26 = 1 Characteristics of Corporate Offenders

dynamics of state-corporate crime occurs between the national and organizational
levels (Bernat and Whyte, 2020: 127):

This growing body of literature on state-corporate crimes takes as its starting points the mutu-
ally reinforcing relationships between state institutions and corporations.

In system dynamics terms as describe later (Randers, 2019; Sterman, 2018), a mutu-
ally reinforcing relationship is a positive feedback loop, where increased state in-
volvement in corporate crime will cause increased corporate involvement in state
crime. Over time, a positive feedback loop can cause exponential growth in state-
corporate crime. The opposite of a positive feedback loop is a negative feedback
loop, where for example increased corporate crime causes a reaction in terms of re-
duced state crime that in turn reduces corporate crime.

Osoria (2021) studied state-corporate crime caused by the Covid-19 pandemic in
Purerto Rico. He applied the framework of the regime of permission to describe the
dynamics of state-corporate crime in capitalist societies as a lens to analyze the
intertwined relationship between exceptionality, corruption, and state-corporate
crime. The regime of permission suggests that the state neither controls nor inter-
venes against corporate crime as long as corporate activity is considered beneficial
to the state (Whyte, 2014: 244):

Corporate power in this sense is wholly reliant upon a series of regimes of permission, includ-
ing the permission to trade as a separate entity, investment regimes which permit limited lia-
bility, the application of the separate entity in criminal law, the permission for corporations to
act as holders of “rights” and so on. Crucially, within those regimes of permission we also find
the co-ordinates of impunity — a corporate veil which shields owners from civil liahility and a
de facto corporate veil which shields both owners and managers from criminal liability.

The framework of the regime of permissions suggests that corporations are permitted
by the state to commit crime for which they are not considered liable. Lack of liability
is a concept that features across regulatory offenses, financial crime, and environmen-
tal crime that disable the attribution of liability to corporations in criminal courts.
Rather than controlling order in the market economy, regulatory agencies attempt to
mitigate problems that are the product of state regimes of permission.

Haines and Macdonald (2021: 298) found that regimes of permission to enable
business activity, and regulation to control it, can be intertwined in the case of li-
censes granted to enterprises:

This in turn shapes which forms of business activity are supported, and which resisted. In this
context, licensing emerges as a key aspect of regimes of permission that needs more attention.
Just as corporate law creates personhood out of a legal fiction, licenses pertaining to land use
create a fiction of the visceral connection between the fate of humanity and the fate of the
planet we inhabit.

Osoria (2021) found that the regime of permission during the Covid-19 pandemic in
Puerto Rico led to permission for corporate corruption, tax fraud, and human rights
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violations. Since Puerto Rico has a number of manufacturing facilities for Covid-19
vaccines, pharmaceutical corporations were permitted by the state to extract large
profits from the production without the corporations exercising any sort of social
responsibility. The state’s only concern was for the corporations to produce as
many vaccines as possible by leaving transnational corporations such as Abbott
and Roche completely unregulated and not liable for any wrongdoing.

As argued by Tombs and Whyte (2020: 17), corporations can have no meaning-
ful existence without the state:

They can have no legal basis for their function as the primary institution through which capi-
tal is reproduced and can have no infrastructure or indeed political allies or representatives in
government.

Whyte (2014) distinguished between state-initiated crime and state-facilitated crime.
State-initiated crime is the active involvement of state agencies in the production of
particular criminal processes and events. It can also mean the failure of state agen-
cies to control corporate crime. Corporate crime occurs at the direction of, or with the
explicit or tacit approval of, the government. State-initiated corporate crime thus rep-
resents a criminal conspiracy. State-facilitated crime implies the failure of state agen-
cies to control corporate crime. There is no attempt to restrain deviant business
activities, and the state is unwilling to pursue any effective regulation due to shared
state-corporate goals.
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Convenience in our context of corporate crime is bad. Convenience is an attribute of
financial motive for illegitimate gain, an attribute of organizational opportunity to
commit and conceal crime, as well as an attribute of personal willingness for devi-
ant behavior. Convenience considerations are present within all three dimensions.
More generally, convenience can be both good and bad. Practically every action we
take involves some calculation of convenience, to us or others. For example, conve-
nient technologies can be smart and help us in various situations. Then conve-
nience is good.

Convenience is a concept that was theoretically mainly associated with efficiency
in time savings. Today, convenience is associated with a number of other character-
istics, such as reduced effort and reduced pain. Convenience is linked to terms such
as fast, easy, and safe. Convenience says something about attractiveness and accessi-
bility. A convenient individual is not necessarily neither bad nor lazy. On the con-
trary, the person can be seen as smart and rational (Sundstrém and Radon, 2015).

In the marketing literature, convenience store is a term used to define three
phases in retailing. First, retailers identified a business opportunity in offering a
new retail format based on the self-service idea. Self-service replaced over-the-
counter service. Next, retailers identified customers’ willingness to pay a little more
if the store was always open and situated in the neighborhood or co-located with a
gas station. Finally, e-commerce represents another kind of convenience, where the
ordering process can take place from home (Sundstrém and Radon, 2015). In all
three instances, there are costs associated with convenience (Locke and Blomquist,
2016). In the case of self-service, customers have to find and physically handle
items by themselves. In the case of online shopping, customers have to find and
electronically handle items by themselves. Just like convenience is a driver for con-
sumers when shopping, convenience is a driver for executives and other members
in the elite when struggling to reach personal and organizational goals.

In the marketing literature, distinctions are made between decision conve-
nience, access convenience, benefit convenience, transaction convenience, and
post benefit convenience (Seiders et al., 2007). In the current convenience theory
for white-collar crime, we make distinctions between economical convenience, or-
ganizational convenience, and behavioral convenience.

Crime Convenience Orientation
Convenience orientation is conceptualized as the value that individuals and organ-
izations place on actions with inherent characteristics of saving time and effort as

well as avoiding strain and pain. Convenience orientation can be considered a

https://doi.org/10.1515/9783110766950-003
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value-like construct that influences behavior and decision-making. Mai and Olsen
(2016) measured convenience orientation in terms of a desire to spend as little time
as possible on the task, in terms of an attitude that the less effort needed the better,
as well as in terms of a consideration that it is a waste of time to spend long hours
on the task. Convenience orientation toward illegal actions increases as negative
attitudes towards legal actions increase. The basic elements in convenience orienta-
tion are the individual attitudes toward the saving of time, effort and discomfort in
the planning, action and achievement of goals. Generally, convenience orientation
is the degree to which an individual or a group of individuals are inclined to save
time and effort to reach goals.

Convenience orientation refers to a person’s or persons’ general preference for
convenient maneuvers. A convenience-oriented person is one who seeks to accom-
plish a task in the shortest time with the least expenditure of human energy (Berry
et al., 2002; Farquhar and Rowley, 2009).

In the marketing literature, convenience orientation is for example measured in
terms of stage in a person’s life cycle, family size, economic status, social status,
and education (Sundstrom and Radon, 2015). Similar characteristics of convenience
orientation might be developed for individuals in the elite regarding white-collar
crime.

Convenience in the decision-making process is not only concerned with one al-
ternative being more convenient than another alternative. Convenience is also con-
cerned with the extent to which an individual collects information about more
alternatives and collects more information about each alternative. Market research
indicates that consumers tend to make buying decisions based on little information
about few alternatives (Sundstrém and Radon, 2015). A similar process can be ex-
plored for white-collar crime where the individual avoids the effort of collecting
more information about more alternatives that might have led to a non-criminal
rather than a criminal solution to a challenge or problem.

It is not the actual convenience that is important in convenience theory. Rather
it is the perceived, expected and assumed convenience that influences choice of ac-
tion. Berry et al. (2002) make this distinction explicit by conceptualizing conve-
nience as individuals time and effort perceptions related to an action. White-collar
criminals probably vary in their perceived convenience of their actions. Low ex-
pected convenience can be one of the reasons why not more members of the elite
commit white-collar offenses.

Convenience is of value because time and effort are associated with value. Time
is a limited and scarce resource. Saving time means reallocating time across activi-
ties to achieve greater efficiency. Similarly, effort can be reallocated to create value
elsewhere. The more effort is exerted, the more outcomes can be expected in return
(Berry et al., 2002).

Convenience in white-collar crime relates to savings in time and effort by privi-
leged and trusted individuals to reach a goal. Convenience is here an attribute of an
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illegal action. Convenience comes at a potential cost to the offender in terms of
the likelihood of detection and future punishment. In other words, reducing time
and effort now entails a greater potential for future cost. ‘Paying for convenience’ is
a way of phrasing this proposition (Farquhar and Rowley, 2009).

Convenience is the perceived savings in time and effort required to find and to
facilitate the use of a solution to a problem or to exploit favorable circumstances.
Convenience directly relates to the amount of time and effort that is required to ac-
complish a task. Convenience addresses the time and effort exerted before, during,
and after an activity. Convenience represents a time and effort component related
to the complete illegal transaction process or processes (Collier and Kimes, 2012).

What privileged individuals in the elite think and feel about time and effort
varies. Chen and Nadkarni (2017: 34) found that many CEOs can be characterized
by time urgency where they have the feeling of being chronically hurried:

Time urgency is a relatively stable trait. Time-urgent people are acutely aware of the passage
of time and feel chronically hurried. They often create aggressive internal deadlines and use
them as markers of the timely completion of team tasks. They regularly check work progress,
increase others’ awareness of the remaining time, and motivate others to accomplish commit-
ments within the allotted time.

People differ in their temporal orientation, including perceived time scarcity, the
degree to which they value time, and their sensitivity to time-related issues. Facing
strain, greed or other situations, an illegal activity can represent a convenient solu-
tion to a problem that the individual or the organization otherwise find difficult or
even impossible to solve. The desire for convenience thus varies among people
(Berry et al., 2002; Farquhar and Rowley, 2009).

Convenience motivates the choice of action. An important element in conve-
nience is saving time in terms of efficiency in task completion, and another element
is avoiding more problematic, stressful and challenging situations. Convenience
can be both an absolute construct and a relative construct. As an absolute con-
struct, it is attractive to commit crime as such. As a relative construct, it is more
convenient to commit crime than to carry out alternative actions to solve a problem
or gain benefits from a possibility. Convenience is an advantage in favor of a spe-
cific action to the detriment of alternative actions. In white-collar crime, it seems
that convenience is mainly a relative construct. Decision making implies a choice
between alternatives, where one alternative might be relatively more convenient.
Convenience is a matter of perception in advance of possible criminal actions. Con-
venience must be viewed as a significant variable whose understanding involves
complexity in multiple meanings (Sundstrém and Radon, 2015).

For example, the flexibility to choose the exact moment for making a deal or an-
other kind of action can also be perceived as a matter of convenience. Convenience
might mean selecting a proper occasion, which, in turn, is about timing. There may
be more reluctance to do something at a certain point in time than willingness to save
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or spend time. Thus, when something is convenient, it could mean saving time as
well as spending time and doing it at the right moment (Sundstrém and Radon, 2015).

In addition to time convenience and timing convenience, there may be place
convenience, where a potential offender finds the spatial circumstances convenient
for crime (Sundstr6m and Radon, 2015). In white-collar crime, the organizational
setting is typically characterized by spatial convenience.

Three main dimensions to explain white-collar crime have emerged. All of them
link to convenience. The first dimension is concerned with economic aspects,
where convenience implies that the illegal financial gain is a convenient option for
the decision-maker to cover needs. The second dimension is concerned with organi-
zational aspects, where convenience implies that the offender has convenient ac-
cess to premises and convenient ability to hide illegal transactions among legal
transactions. The third dimension is concerned with behavioral aspects, where con-
venience implies that the offender finds convenient justification.

Convenience orientation is introduced in this book as an explanation for white-
collar crime among CEOs and other privileged individuals in politics, public admin-
istration, and private businesses. This book thus makes a case for a specific way of
explaining elite member behavior.

A question worth addressing is what other explanatory hypotheses should be
considered. There is a need to place the convenience perspective in a broader set-
ting of proposed or rival explanations. The question is what other approaches exist
to explaining the relevant behavior, and whether the convenience approach applies
in other contexts as well. Future research might focus on a discussion of what
counts as a satisfactory explanation.

To address this question, it is relevant to go back to Sutherland (1983) who
coined the term white-collar crime. He emphasized attitudes in society where
white-collar crime is considered less serious than traditional street crime. While
convenience theory emphasizes factors at the individual and organizational level,
Sutherland (1983) emphasized hypotheses at the community level. Convenience
theory is including explicit representations of society level factors such as criminal
market structures such as cartels, national corruption magnitude, and law enforce-
ment mechanisms.

Berghoff and Spiekermann (2018: 290) are among those emphasizing the impor-
tance of Sutherland’s work:

The assessment of the offences committed in the corporate world began to change in light of
the theories of sociologist and criminologist Edwin Hardin Sutherland, who not only estab-
lished the criminological term ‘white-collar crime’ in 1939, but also made clear that crimes
were not exclusively committed by lower-class offenders. Sutherland, who had among other
things previously worked on juvenile delinquents in ghettos of recent immigrants, pointed to
certain parallels such as the influence of cultural milieus. This concept violated existing preju-
dices that high-ranking persons would not or only in highly exceptionally circumstances com-
mit crimes and that economic crimes were due to ‘merely technical violations’, which ‘involve
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no moral culpability’. Sutherland, who is considered one of the most influential criminologists
of the twentieth century, vehemently contradicted widespread views that criminality was
caused by poverty or biological and psychological factors.

As Agnew (2014: 2) formulates it: “crime is often the most expedient way to get
what you want” and “fraud is often easier, simpler, faster, more exciting, and more
certain than other means of securing one’s ends”.

The notion of convenience may seem rather obvious and not especially illumi-
nating. When convenience orientation is simply defined as the degree to which a
trusted individual is inclined to save time, effort and pain to reach a goal, then it
might sound more like an aspect of prudence rather than deviant criminal behav-
ior. However, as pointed out in this book, some CEOs will employ illegal or objec-
tionable means in striving to reach goals. This type of behavior is not necessarily
different from the behavior of others in positions of power and authority (e.g., pol-
iticians, officers of universities, church officials, heads of major philanthropies,
etc.), but the degrees of freedom enjoyed by many CEOs make the CEO position
nevertheless very special in terms of convenience.

Different Concepts of Convenience

Convenience is the state of being able to proceed with something with little effort or
difficulty, avoiding pain and strain (Mai and Olsen, 2016). The extent to which indi-
viduals in privileged positions choose to violate the law in difficult situations or
tempting situations is dependent on their convenience orientation. Convenience
comes at a potential cost to the offender in terms of the likelihood of detection and
future punishment. In other worlds, reducing time and effort now entails a greater
potential for future cost. Paying for convenience is a way of phrasing this proposi-
tion (Farquhar and Rowley, 2009).

Orientation is a function of the mind involving awareness of the situation. This
book conceptualizes convenience orientation as the value that individuals and or-
ganizations in a given situation place on actions with inherent characteristics of
saving time and effort. Convenience orientation is a value-like construct that influ-
ences behavior and decision-making. Mai and Olsen (2016) measured convenience
orientation in terms of a desire to spend as little time as possible on the task, in
terms of an attitude that the less effort needed the better, as well as in terms of a
consideration that it is a waste of time to spend a long time on the task.

Convenience is a phenomenon that we observe in many aspects of human life.
For example, convenience stores and convenience shopping is associated with easy
access to goods and services. A theory of convenience finds application in a number
of areas where people prefer alternatives that are associated with savings in time and
effort, and with avoidance of pain and problems. For example, a convenience theory
of cheating suggests that cheating is a preferred alternative in certain situations.
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Convenience is similar to comfort that focuses on relief and ease (Carrington and
Catasus, 2007).

This book focuses on theory of convenience as convenience relates to white-
collar misconduct and crime. Misconduct can be understood as the violation of
rules and norms (Dewan and Jensen, 2020), while crime can be understood as the
violation of laws that are sanctioned by punishment. Convenience theory attempts
to integrate various theoretical explanations for the occurrence of white-collar mis-
conduct and crime. Convenience theory suggests that organizational opportunity to
commit and conceal financial crime is at the core of deviant behavior convenience
to avoid threats and exploit possibilities (Vasiu and Podgor, 2019).

This book is mainly concerned with offenders rather than offenses. To offend is
to cause displeasure, anger, resentment, or wounded feelings. It is to be displeasing
or disagreeable. It can also be to violate a moral, a guideline, a rule or a law. The
offender-based perspective emphasizes characteristics of actors such as social and
occupational status, respectability and power (Benson, 2020; Dodge, 2009; Frie-
drichs et al., 2018; Piquero and Schoepfer, 2010; Pontell et al., 2014; Stadler et al.,
2013; Sutherland, 1983).

The purpose of convenience theory is to integrate a number of theoretical ap-
proaches to explain and understand white-collar crime that Sutherland (1983) first
defined. Convenience theory applies the concept of convenience in terms of savings
in time and effort (Farquhar and Rowley, 2009), as well as avoidance of pain and
obstacles. Convenience is a relative concept concerned with the efficiency in time
and effort as well as reduction in pain and solution to problems (Engdahl, 2015). A
convenient individual is not necessarily neither bad nor lazy. On the contrary, the
person can be seen as smart and rational (Sundstrém and Radon, 2015).

From a resource-matching perspective, convenience directly relates to the amount
of time and effort (resources) that a task requires for its accomplishment. However,
convenience is a more comprehensive construct than simply examining ease of use
perceptions that also addresses the amount of effort in an interaction. Ease of use is
the degree to which an alternative action is free of effort. Convenience addresses the
time and effort exerted before, during, and after an action or avoidance of action (Col-
lier and Kimes, 2012).

Blickle et al. (2006) found that if the rationally expected utility of an action by a
white-collar offender clearly outweighs the expected disadvantages resulting from
the action, thereby leaving some net material advantage, then the offender would
commit the offense in question.

As a relative construct, convenience theory is line with the crime-as-choice per-
spective. This perspective by Shover et al. (2012) suggests that it is a conscious
choice among alternatives that leads to law violation. Convenience motivates the
choice of action. Convenience is a matter of perception in advance of possible crimi-
nal actions. Convenience is a significant variable whose understanding involves
complexity in multiple meanings (Sundstrém and Radon, 2015).
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Convenience is a term found in studies of consumer behavior. Convenience the-
ory adds something important to our understanding of white-collar offenders be-
cause it:

A. Disaggregates the dimensions of a white-collar offender’s decisions about devi-
ant behavior before, under, and after an illegal act.

B. Explains why illegitimate actions find preference at the detriment of legitimate
actions.

C. Provides a way to think about why organizations might do nothing despite
being an arena for crime.

Elite members with a strong convenience orientation favor actions and behaviors
with inherent characteristics of saving time and effort. They have a desire to spend
as little time as possible on challenging issues and situations that may occur. They
have an attitude that the less effort needed the better, and they think that it will be
a waste of time to spend a long time on a problem. They prefer to avoid the problem
rather than handle it. They want to avoid discomfort and pain. They want to survive
and prosper in the upper echelon of society in the best possible way. Convenience
motivates the choice of action and behavior. An important element is avoiding
more problematic, stressful and challenging situations.

Corporate Crime Convenience Themes

A combination of motive, opportunity and willingness determine the extent of
white-collar crime convenience as illustrated in the structural model in Figure 2.1.

In the financial motive dimension, profit might be a goal in itself or an enabler
to exploit possibilities and to avoid threats. Possibilities and threats exist both for
individual members of the organization as well as for the organization as a whole.
It is convenient to exploit possibilities and to avoid threats by financial means.

In the organizational opportunity dimension, convenience can exist both to
commit white-collar crime and to conceal white-collar crime. Offenders have high
social status in privileged positions, and they have legitimate access to crime re-
sources. Disorganized institutional deterioration causes decay, lack of oversight
and guardianship cause chaos, while criminal market structures cause collapse.

The personal willingness for deviant behavior focuses on offender choice and
perceived innocence. The choice of crime can be caused by deviant identity, ratio-
nal consideration, or learning from others. Justification and neutralization cause
the perceived innocence at crime. Identity, rationality, learning, justification, and
neutralization all contribute to making white-collar crime action a convenient be-
havior for offenders.

printed on 2/8/2023 12:11 PMvia . Al use subject to https://ww.ebsco. confterms-of-use



EBSCChost -

Convenience of Financial Motive = 35

INDIVIDUAL

POSSIBILITIES

CORPORATE

MOTIVE

INDIVIDUAL

THREATS

CORPORATE

STATUS

COMMIT

ACCESS

OPPORTUNITY

DECAY

CHAOS

CONCEAL

CONVENIENCE THEMES

COLLAPSE
IDENTITY

CHOICE

RATIONALITY

LEARNING

WILLINGNESS

JUSTIFICATION

INNOCENCE

NEUTRALIZATION

Figure 2.1: Structural model of convenience theory.

Convenience of Financial Motive

The economical dimension of convenience theory focuses on financial motives that
the offender has to exploit and explore possibilities, and to reduce and avoid threats.
Possibilities and threats are motives both for individuals and for the organization, as
illustrated in Figure 2.1. Corporate possibilities and threats are discussed here.

Possibilities for the corporation include reaching business objectives by ignor-
ing whether or not means are legitimate or illegitimate (Campbell and Goéritz, 2014;
Jonnergard et al., 2010; Kang and Thosuwanchot, 2017). Ends simply justify means
that might represent crime. It may be so important to have a bottom line in account-
ing that satisfies investors and others that crime emerges as potentially acceptable.
Dodge (2009: 15) suggests that tough rivalry among executives make them commit
crime to attain goals: “The competitive environment generates pressures on the or-
ganization to violate the law in order to attain goals”.

Goalsetting is often perceived in a positive light, meaning that ambitious goals
increase performance (Locke and Latham, 2013). However, there is also evidence
suggesting that high performance goals can lead to unethical behavior (Simmons,
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2018). Welsh et al. (2020) argue that this is not only because of rewards associated
with goal attainment, but also because of changing morale reasoning processes re-
lated to the goal. As such, high goal commitment facilitates unethical behavior by
increasing not only the motivation to achieve the goal but also the motivation to
justify doing so by any means necessary (Locatelli et al., 2017). This is known as
state morale disagreement, a process through which individuals justify unethical
behavior (Moore, 2015). It is part of the dark side of ambitious goals. Escalation of
commitment to ambitious goals increases the likelihood of misconduct and crime
(Sleesman et al., 2012, 2018). Escalation of commitment is defined as “decision-
making in the face of negative feedback about prior resource allocations, uncer-
tainty surrounding the likelihood of goal attainment, and choice about whether to
continue” (Keil et al., 2000: 392).

Corporate greed implies that the organization is never satisfied, as it always wants
more profit (Goldstraw-White, 2012). Greed reflects needs and desires that are socially
constructed, and the needs and desires can never be completely covered or con-
tended. There is a strong preference to maximize wealth for the corporation, possibly
at the expense of violating the laws, rules, and guidelines. Economic greed is a strong
motive for financial crime (Bucy et al., 2008; Hamilton and Micklethwait, 2006).

Corporations enter into exchange relationships with suppliers, customers, banks,
consultants, and others. Exchanges can be thought of as discrete events nested
within continuous relationships that are developing and changing over the course of
time. Reciprocity such as kickbacks might be natural according to expectations in an
exchange relationship to secure future business possibilities (Huang and Knight,
2017).

Finally, in the motive of possibilities for corporations, making as much profits
as possible might be the ultimate goal (Naylor, 2003). Rather than viewing profits
as an enabler to invest and expand, profits as such might be the final goal in itself.
Financial crime can be an attractive strategic decision (Lopez-Rodriguez, 2009;
Menon and Siew, 2012).

Moving down in Figure 2.1 to threats, the threat of corporate collapse and bank-
ruptcy might cause exploration and exploitation of illegal avenues to survive,
where moral panic can occur (Kang and Thosuwanchot, 2017). The survival of the
corporation can become so important that no means come across as unacceptable
in the current situation. Sometimes, fraud and corruption are considered temporary
measures to recover from a crisis (Geest et al., 2017), where the measures will be
terminated when the crisis is over. A crisis is a fundamental threat to the organiza-
tion, which is often characterized by ambiguity of cause, effect, and means of reso-
lution (Konig et al., 2020).

Financial balance is a strong motive for corporate economic crime (Brightman,
2009). In some markets, the only way to survive is to implement financial practices
similar to the ones applied by competitors. If corruption is the name of the game,
every participant on the market has to provide bribes to stay in business (Berghoff,
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2018; Bradshaw, 2015). Furthermore, threats from monopolies are a strong motive for
financial crime (Chang et al., 2005). Similarly, if a cartel is the name of the game, the
only way to survive might be to join the cartel, where cartel members divide markets
among themselves (Freiberg, 2020; Goncharov and Peter, 2019).

Threats are often noticed very late, both by individuals and by organizations.
Handling threats thus becomes a matter of urgency. Individuals and firms “fail to
detect threats and prevent calamities not because of an absence of signals or insuf-
ficient knowledge (or faulty awareness), but because attention bandwidth and in-
formation-processing fidelity are inherently limited” (Downing et al., 2019: 1890).

Convenience of Organizational Opportunity

High social status in privileged positions creates power inequality compared to
those without any status in their positions. The perspective of power inequality sug-
gests that, for example, family members in family firms wield significant influence
in their firms (Patel and Cooper, 2014). Family members often have legitimate ac-
cess to firm resources that nonfamily executives in the firm cannot question.
Individuals with high social status in privileged positions can cooperate to
create a business climate of “organized irresponsibility” (Berghoff, 2018: 425):

The term implies that management had conspired to prevent efficient controls and therefore
facilitated and promoted corruption.

Leaders reinforce a culture of financial crime by ignoring criminal actions and oth-
erwise facilitate unethical behavior. At the same time, they try to distance them-
selves from criminal actions (Pontell et al., 2021: 9):

High status corporate criminals often go to great lengths to distance themselves from the
crimes committed by their subordinates and to hide any incriminating evidence of their role in
the decisions that authorized those criminal acts.

Dewan and Jensen (2020) studied high social status individuals in times of scandals
that can change the role of status from being an asset to being a liability. They de-
fined scandal as the disruptive publicity of misconduct, that is, a situation after de-
tection and disclosure to the public. While the importance of status in convenience
theory is related to prevention of blame before disclosure, Dewan and Jensen’s
(2020: 1657) research was concerned with status after disclosure:

Because scandal diminishes the effectiveness of factors that make status an asset, status offers
less protection during a scandal. At the same time that scandal decreases the protective bene-

fits of status, the factors that make status a liability remain or are augmented.

Status can thus be a liability in the context of blaming, shaming, and labeling of
misconduct and crime. High status creates high expectations that are seriously
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violated in a scandal. The disappointment causes an expectation of consequence
for the person responsible for the disappointment.

For many white-collar offenders, there is not much challenge in committing fi-
nancial crime. They typically have high status and access to relevant resources. The
main challenge is often to conceal committed crime, where relevant issues are
decay, chaos, and collapse as illustrated in Figure 2.1. Decay in the form of institu-
tional deterioration improves conditions of convenience for crime concealment
(Barton, 2004; Donk and Molloy, 2008). Institutional deterioration can occur conve-
niently, resulting from external legitimacy where deviance is the norm (Kostova
et al., 2008; Pinto et al., 2008; Rodriguez et al., 2005). An offender’s actions have a
superficial appearance of legitimacy also internally, since both legal and illegal ac-
tions in the company occur in a manner characterized by disorganization (Benson
and Simpson, 2018). Conventional mechanisms of social control are weak and
unable to regulate the behavior within the organization (Pratt and Cullen, 2005).
Concealment of crime occurs conveniently by simply disappearing among other
seemingly legitimate transactions.

Social disorganization is the inability of an organization to realize common val-
ues of its members and maintain effective social control. Social disorganization im-
plies that the ability of social bonds to reduce delinquent behavior is absent (Forti
and Visconti, 2020; Hoffmann, 2002; Onna and Denkers, 2019). Differential rein-
forcement of crime convenience develops over time as individuals become vulnera-
ble to various associations and definitions conducive to delinquency.

Social disorganization occurs because the human nature is selfish, and people
are unwilling to share a common culture. In the perspective of life-courses with
age-graded determinants of crime, it is interesting to notice that white-collar crime
represents adult-onset offending. White-collar offenders are people who live more
or less conventional law-abiding lives until they are adults and who then commit
crime. Moving into the elite as an adult reduces social controls through social
bonds (Benson and Chio, 2020).

Misconduct and crime can be hard to detect because signals of deviant behavior
drown or disappear in noise (Gomulya and Mishina, 2017). Karim and Siegel (1998)
define four possible outcomes in the decision matrix of an observer. First, the ob-
server notices a noise signal when it is a crime signal (called a miss). Second, the
observer notices a crime signal when it is a crime signal (called a hit). Third, the
observer notices a noise signal when it is a noise signal (called a correct identifica-
tion). Finally, the observer notices a crime signal when it is a noise signal (called a
false alarm). The more frequent false alarms and misses occur, the greater the op-
portunity is successfully to conceal white-collar crime. Szalma and Hancock (2013)
found that control functions typically have low signal alertness, and that such func-
tions lack the ability to recognize and interpret patterns in signals. One reason
might be that control functions have dysfunctional cognitive style and achievement
motivation (Martinsen et al., 2016).
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Misreporting in accounting is often a convenient way of concealing illegal
transactions (Qiu and Slezak, 2019). Lack of transparency makes concealment in ac-
counting convenient (Davidson et al., 2019; Goncharov and Peter, 2019). Managers
can withhold bad news by accounting misrepresentation (Bao et al., 2019), since
financial statements are a substantive component of a firm’s communications with
its stakeholders (Gupta et al., 2020). Balakrishnan et al. (2019) found that reduced
corporate transparency in accounting is associated with increased corporate tax ag-
gressiveness. Accounting fraud in terms of account manipulation is lacking trans-
parency (Toolami et al., 2019).

Since accounting is no machine that can provide correct answers regarding the
financial health of a company, since accounting information has limited representa-
tional properties, and since accounting cannot fully inform decision-makers (O’Leary
and Smith, 2020), determination of final accounting figures are often left to the dis-
cretion of financial managers.

Concealing illegal transactions may result from the failure of auditors to do
their job. Alon et al. (2019) argue that accounting and auditing functions have un-
dergone a legitimacy crisis in recent years. Auditors are supposed to serve as gate-
keepers to protect shareholders and other stakeholders, but deviant corporate
management tend to hire and control auditors instead of letting auditors report to
the board of directors or the supervisory board (Hurley et al., 2019). Skeptical audi-
tors tend to be replaced by less skeptical auditors. Reporting fraud to public author-
ities will also harm auditors (Mohliver, 2019: 316):

As organizations, audit firms are often severely penalized for client malfeasance. Yet the indi-
vidual auditors working for these firms are susceptible to “motivated blindness” stemming
from conflicts of interest that bias their moral judgment toward choices that help their clients.

Shadnam and Lawrence (2011) found that morale collapse increases the tendency to
financial crime. In fact, repetition of criminal actions might institutionalize such ac-
tions (Hatch, 1997). Dion (2008) found that the larger the corporation, the less de-
terrence effect from laws on financial crime, which may have to do with increased
convenience in concealing crime.

Lack of oversight and guardianship causes chaos. The agency perspective sug-
gests that a principal is often unable to control an agent who does work for the prin-
cipal. The agency perspective assumes narrow self-interest among both principals
and agents. The interests of principal and agent tend to diverge, they may have dif-
ferent risk willingness or risk aversion, there is knowledge asymmetry between the
two parties, and the principal has imperfect information about the agent’s contribu-
tion (Bosse and Phillips, 2016; Chrisman et al., 2007; Pillay and Kluvers, 2014; Wil-
liams, 2008). According to principal-agent analysis, exchanges can encourage
illegal gain for both principal and agent.

Concealing crime is convenient also because others than the offender is incapa-
ble of making sense of actions that have occurred (Weick, 1995). People tend to
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trust what an elite member does, based on the authority position occupied by the
offender. Sense making links to crime signal detection by the challenge of perceiv-
ing and understanding a crime signal versus a noise signal, as discussed above.
People without experience are unable to make sense of weak signals from white-
collar offenders. They are not able to frame or categorize through words what the
signal is about (Holt and Cornelissen, 2014). Even when crime signals are reported
to the criminal justice system, police detectives are often unable to successfully in-
vestigate financial crime (Gilmour, 2020).

Convenience of Deviance Willingness

As illustrated in Figure 2.1, the willingness for deviant behavior derives from choice
and innocence in convenience theory. White-collar crime can be the result of a
choice based on identity, rationality, and learning, and white-collar crime can be
the result of innocence based on justification and neutralization. Personal willing-
ness for deviant behavior implies a positive attitude towards violating social norms,
including formally enacted laws, rules, and regulations (Aguilera et al., 2018).

The personality trait of narcissism expects preferential treatment. A pervasive
pattern of grandiosity, a need for admiration, and an empathy deficit characterize
narcissism. Narcissistic identification is a special type of narcissism, where the of-
fender sees little or no difference between self and the corporation. The company
money is personal money that can be spent whatever way the narcissist prefers
(Galvin et al., 2015). While grandiosity and admiration belong to the motivational
dimension of convenience theory, empathy deficit belongs to the willingness di-
mension of convenience theory where the offender possesses a sense of entitlement
(Nichol, 2019). The offender shows unreasonable expectations to receive and obtain
preferential treatments (Zvi and Elaad, 2018).

The choice of crime might derive from sensation seeking. Craig and Piquero
(2017) suggest that the willingness to commit financial crime by some white-collar
offenders has to do with their inclination for adventure and excitement. Offenders
are not only seeking new, intense, and complicated experiences and sensations, as
well as exciting adventures, they are also accepting the legal, physical, financial,
and social risks associated with these adventures.

Learning from others by differential association was introduced by Sutherland
(1983), who coined the term white-collar crime several decades earlier. The differ-
ential association perspective suggests that offenders associate with those who
agree with them, and distance themselves from those who disagree. The choice of
crime is thus caused by social learning from others with whom offenders associate
(Akers, 1985).

Innocent justification can occur as the offender feels entitled to financial crime
after negative life events (Engdahl, 2015). The perspective of negative life events
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suggests that events such as divorce, accident, lack of promotion, and cash prob-

lems can cause potential offenders to consider white-collar crime a convenient

solution.

By application of neutralization techniques (Sykes and Matza, 1957), they deny
responsibility, injury, and victim. They condemn the condemners. They claim appeal
to higher loyalties and normality of action. They claim entitlement, and they argue
the case of legal mistake. They find their own mistakes acceptable. They argue a di-
lemma arose, whereby they made a reasonable tradeoff before committing the act
(Jordanoska, 2018; Kaptein and Helvoort, 2019; Siponen and Vance, 2010). Such
claims enable offenders to find crime convenient, since they do not consider it crime,
and they do not feel guilty of wrongdoing. These are the most frequently cited neu-
tralization techniques in the research literature for white-collar offenders:

1. Disclaim responsibility for crime: Not responsible for what happened. The of-
fender here claims that one or more of the conditions of responsible agency did
not occur. The person committing a deviant act defines himself or herself as
lacking responsibility for his or her actions. In this technique, the person ra-
tionalizes that the action in question is beyond his or her control. The offender
views himself as a billiard ball, helplessly propelled through different situa-
tions. He denies responsibility for the event or sequence of events.

2. Refuse damage from crime: There is no visible harm from the action. The offender
seeks to minimize or deny the harm done. Denial of injury involves justifying
an action by minimizing the harm it causes. The misbehavior is not very serious
because no party suffers directly or visibly because of it.

3. Refuse victim from crime: There is nobody suffering from the action. The offender
may acknowledge the injury but deny any existence of victims or claims that
the victim(s) are unworthy of concern. Any blame for illegal actions are unjusti-
fied because the violated party deserves whatever injury they receive.

4. Condemn those who criticize: Outsiders do not understand relevant behavior. The
offender tries to accuse his or her critics of questionable motives for criticizing
him or her. According to this technique of condemning the condemners, one
neutralizes own actions by blaming those who were the target of the miscon-
duct. The offender deflects moral condemnation onto those ridiculing the mis-
behavior by pointing out that they engage in similar disapproved behavior. In
addition, the offender condemns procedures of the criminal justice system, es-
pecially police investigation with interrogation, as well as media coverage of
the case.

5. Justify crime by higher loyalties: It was according to expectations. The offender
denies the act was motivated by self-interest, claiming that it was instead done
out of obedience to some moral obligation. The offender appeals to higher loy-
alties. Those who feel they are in a dilemma employ this technique to indicate
that the dilemma must be resolved at the cost of violating a law or policy. In
the context of an organization, an employee may appeal to organizational
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10.

values or hierarchies. For example, an executive could argue that he or she has
to violate a policy in order to get things done and achieve strategic objectives
for the enterprise.

Claim blunder quota: It was a necessary shortcut to get things done. The offender
argues that what he or she did is acceptable given the situation and given his
or her position. The person feels that after having done so much good for so
many for so long time, others should excuse him or her for more wrongdoings
than other people deserve forgiveness. Others should understand that the al-
leged crime was an acceptable mistake. This is in line with the metaphor of the
ledger, which uses the idea of compensating bad acts by good acts. That is, the
individual believes that he or she has previously performed a number of good
acts and has accrued a surplus of good will, and, because of this, can afford to
commit some bad actions. Executives in corporate environments neutralize
their actions through the metaphor of the ledger by rationalizing that their
overall past good behavior justifies occasional rule breaking.

Claim legal mistake: This should never pop up as illegal in the first place. The of-
fender argues that the law is wrong, and what the person did should indeed not
pop up as illegal. One may therefore break the law since the law is unreasonable,
unfair, and unjustified. The offender may argue that lawmakers sometimes crimi-
nalize behaviors and sometimes decriminalize more or less randomly over time.
For example, money involved in bribing people were treated as legal expenses in
accounting some decades ago, while corruption today is considered a miscon-
duct and therefore criminalized.

Claim normality of action: Everyone else does and would do the same. The of-
fender argues that it is so common to commit the offense, so that it one can
hardly define it as an offense at all. The offense is no deviant behavior since
most people do it or would do it in the same situation. The offender might even
suggest that what may constitute deviant behavior is when people in the same
situation obey the law.

Claim entitlement to action: It is sometimes a required behavior in this position.
The offender claims to be in his right to do what he did, perhaps because of a
very stressful situation or because of some misdeed perpetrated by the victim.
This is defense of necessity, which is a kind of justification that if the rule
breaking seems necessary in the mind of the offender, one should feel no guilt
when carrying out the action.

Claim solution to dilemma: The benefits of action outweigh costs. The offender
argues a dilemma arose whereby he or she made a reasonable tradeoff before
committing the act. Tradeoff between many interests therefore resulted in the
offense. A dilemma represents a state of mind in which it is not obvious for an
offender what is right and what is wrong to do. For example, the criminal car-
ries out the offense to prevent what seems to be a more serious offense from
happening.
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11. Justify necessity of crime: It was necessary to carry out the offense. The offender

12.

13.

14.

15.

claims that the offense belongs into a larger picture in a comprehensive con-
text, where the crime is an illegal element among many legal elements to en-
sure an important result. The offense was a required and necessary means to
achieve an important goal. For example, a bribe represents nothing in dollar
value compared to the potential income from a large contract abroad. Alterna-
tively, a temporary misrepresentation of accounts could help save the company
and thousands of jobs.

Claim role in society: It is a natural maneuver among elite members. The offender
argues that being a minister in the government or a chief executive officer in a
global company is so time-consuming that little time is available for issues that
seem trivial. Shortcuts are part of the game. Some shortcuts may be illegal, but
they are nevertheless necessary for the elite member to ensure progress. If
someone is to blame, then subordinates are supposed to provide advice and
control what the elite member is doing.

Perceive being victim of incident: Others have ruined my life. The incident leads
to police investigation, prosecution, and possible jail sentence. Media is print-
ing pictures of the offender on the front page, and gains from crime disappear
as public authorities conduct asset recovery without considering the harm
caused to the offender. Previous colleagues and friends have left, and so has
the family. The offender perceives being a loser and made victim of those who
reacted to his crime after disclosure.

Gather support: Nobody thinks it is wrong. Most colleagues, friends, and others
in the upper echelon of society think what the offender did, is quite acceptable.
The supporters communicate to the public, the media, and others that it is ri-
diculous that the offender becomes subject to police investigation and eventu-
ally subject to prosecution and conviction. The supporters argue that it is
completely misleading to portrait the white-collar offender as a criminal. The
supporters may suggest that the offender was unlucky and made an uninten-
tional mistake. They may argue that in the eyes of the public, the offense can
emerge as misconduct, but certainly not crime. The offender potentially made a
shortcut for very good reasons, which is tolerable and not objectionable. Given
such massive support from those who condemn the criminal justice system, the
offender gathers support that cause a fundamental reduction in his or her po-
tentially guilty mind. The guilty mind may further deteriorate as the offender
hires top defense attorneys who tell the offender that it is the state or someone
else who, without any acceptable or plausible reason, is out there to catch him
or her for an act that certainly was no crime.

Claim rule complexity: It is impossible to understand what is right and what is
wrong. Some laws, rules and regulations are so complex that compliance is
random. The regulatory legal environment is supposed to define the boundaries
of appropriate organizational conduct. However, legal complexity is often so
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extreme that even specialist compliance officers struggle to understand what to
recommend to business executives in the organization.

Lehman et al. (2019: 6) define rule complexity in terms of components and
connections:

First, a rule is more complex to the extent that it comprises more components that together
describe the actions and outcomes necessary for compliance. A rule with a high number of
components contains more detail and requires more actions to constitute compliance. Second,
a rule is more complex to the extent that it has more connections to or functional dependen-
cies upon other rules in the same system. A rule with a high number of connections refers to
actions or outcomes that may be affected by activities pertaining to another rule or set of rules.

Neutralizations are not merely after-the-fact rationalizations where offenders can
live with and accept what they have done. Neutralizations imply a deterministic or
causal relationship available before the offense takes place. The use of neutraliza-
tion techniques function as a means of making it possible to commit violations
while at the same time reducing a guilt feeling (Cohen, 2001). When potential of-
fenders apply neutralization techniques in advance of potential criminal actions,
then their willingness for criminal behaviors might increase. A simple example is
speeding on the highway, where the offender can drive to fast because of neutrali-
zations such as everyone else does it, there is something wrong with the speed
limit, or nobody will get hurt anyway. Neutralizations ahead of a criminal act pro-
tect the offender from harm to his or her self-image.

Dynamics of White-Collar Convenience

Figure 2.2 presents the dynamic model of convenience theory. The model has the
same elements as the structural model of convenience theory in Figure 2.1. Just like
in Figure 2.1, Figure 2.2 breaks down financial motive into individual and corporate
possibilities as well as individual and corporate threats. The model breaks down or-
ganizational opportunity into committing crime and concealing crime, where the
convenience to commit crime is dependent on privileged status and access to re-
sources, while the convenience to conceal crime is dependent on functional decay,
oversight chaos and external collapse. The model breaks down personal willingness
into crime choice and crime innocence, where crime choice is dependent on deviant
identity, rational decision, and deviant learning, while crime innocence is depen-
dent on justification and neutralization.

Figure 2.2 illustrates causal relationships in the dynamic model. An arrow rep-
resents a cause-and-effect relationship. For example, a stronger financial motive
can cause initiatives for organizational opportunity expansion. On the other hand,
a greater organizational opportunity for white-collar crime can make the financial
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motive stronger. Similarly, when the personal willingness for deviant behavior is
higher, then organizational opportunity expansion might occur. On the other hand,
a greater organizational opportunity can cause a higher personal willingness. Mo-
tive might be stronger or weaker; opportunity might be greater or smaller, while
willingness might be higher or lower.

All causal relationships in Figure 2.2 are positive in the system dynamics sense
of the word, which means that one increase causes another increase, while one de-
crease causes another decrease (Randers, 2019; Sterman, 2018). It is thus a change
in the same direction from the cause to the effect in the relationship. For example,
as stated above, an increase in financial motive can cause an increase in organiza-
tional opportunity, while a decrease in financial motive can cause a decrease in or-
ganizational opportunity. Similarly, an increase in personal willingness can cause
an increase in organizational opportunity, while a decrease in personal willingness
can cause a decrease in organizational opportunity.

In the system dynamics terminology (Randers, 2019; Sterman, 2018), financial
motive, organizational opportunity, and personal willingness are endogenous varia-
bles, as they influence and are influenced by other variables in the dynamic model.
In addition, to commit crime and to conceal crime represents endogenous variables
in the model, as the convenience to commit crime might increase the convenience to
conceal crime, and vice versa. Similarly, crime choice and crime innocence are en-
dogenous variables in the model, as a stronger willingness to choose crime can influ-
ence the ability to justify crime, while the ability to justify crime can influence crime
as a choice. All other themes in the model in Figure 2.2 are endogenous variables, as
they only influence other variables without other variables influencing them.

It is possible to follow causal paths in Figure 2.2. For example, a change in the
privileged status of potential offenders causes change in the convenience to commit
crime, which in turn represents a change in organizational opportunity, which in turn
causes a change in personal willingness, and so forth. If the privileged position of a
potential offender increases, for example by enjoying sole and exclusive access to all
financial transactions, then the organizational opportunity to commit crime increases,
which in turn might strengthen the personal willingness to become an offender.

The dynamic model of convenience theory in Figure 2.2 has several causal
loops. Either a causal loop can be reinforcing as a positive feedback loop, or it can
be stabilizing as a negative feedback loop. All loops in the figure are positive loops.
For example, when the financial motive becomes stronger, then the organizational
opportunity increases, which causes the motive to become even stronger. Another
example is the loop including all three dimensions: The financial motive strength-
ens, the organizational opportunity increases, the personal willingness becomes
higher, and the financial motive becomes even stronger. Furthermore, in Figure 2.2
there is a positive loop involving committing crime and concealing crime, as well as
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Figure 2.2: Dynamic model of convenience theory.

a positive loop between crime choice and crime convenience. The assumption is
that increased convenience in committing crime will link to an increased conve-
nience in concealing crime, while an increased willingness to choose crime will
link to an increased ability to feel innocent.

In the model in Figure 2.2, several factors are modeled as exogeneous variables,
while they might in themselves represent dynamics if modeled as endogenous vari-
ables. An example is oversight chaos created by social disorganization. The social
disorganization perspective argues that crime is a function of people dynamics in
the organization and between organizations, especially weak social controls, and
not necessarily a function of each individual within such organizations (Forti and
Visconti, 2020; Hoffmann, 2002; Pratt and Cullen, 2005),

In a detection perspective, financial motives, organizational opportunities, as
well as personal willingness make observation and monitoring more or less impos-
sible. However, over time the extent of trust versus controls of executives and
others in privileged positions might change. Reduction in trust implies that vulner-
ability receives minor acceptance based on positive expectations of the motives and
actions of another (Dearden, 2016, 2017, 2019). Abuses of trust are easier to detect
when the level of trust decreases and the level of suspicion increases.
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Social Conflict Perspectives

Violations of laws regarding corruption, cartels, money laundering, environmental
pollution, worker safety, and other offenses by corporations can be characterized
by convenience for the offending organizations. There are convenient financial
gains to be made, there are convenient organizational opportunities to commit and
conceal crime, and there is convenient willingness for deviant behavior by execu-
tives in corporations. In many jurisdictions, the criminal justice system is reluctant
to prosecute and convict corporations as they are not held liable for harm and dam-
age. Sometimes, individual executives are held liable and have to leave the corpora-
tion so that the organizations can continue in the same line of doing business. The
reluctance becomes particularly evident when there is state-corporate crime, where
the state either initiates or facilitates corporate wrongdoing.

In capitalistic societies with a market economy, the role of the state is both to
stimulate and to regulate activities of business enterprises. Corporations provide
goods and services to people, and they provide jobs and thus income to people. At-
tractive business opportunities have to be in place to stimulate investors and entre-
preneurs to create and develop enterprises that operate on the markets. The problem
of crime arises when people think that what corporations do is wrong and should be
punished. When corporations are punished financially, they try to compensate by de-
frauding customers. For example, when corrupt telecom corporations are caught and
punished for corruption, then they might attempt to compensate by raising their mo-
bile phone charges to customers. When cartel members are caught and punished for
illegal market manipulation, then they might attempt to compensate by firing subor-
dinates to become more efficient.

The phenomenon of state ambivalence and reluctance towards corporate crime
can be understood in the perspective of social conflicts. This perspective suggests
that the powerful in society define what is right and what is wrong. The mighty peo-
ple and corporations can behave like robber barons because they make the laws
and because they control law enforcement. The ruling class does not consider
white-collar offenses as regular crime, and certainly not similar to street crime. Nev-
ertheless, individuals in the elite and small businesses committing crime tend to be
prosecuted if crime is detected and evidence of wrongdoing is present, as long as
they are not too powerful and do not have too excellent defense attorneys.

Social conflict theory views financial crime as a function of the conflict that ex-
ists in society. The theory suggests that class conflict causes crime in any society,
and that those in power create laws to protect their rights and interests. For exam-
ple, embezzlement by employees is as a violation of law to protect the interests of
the employer. However, it might be argued that an employer must and should pro-
tect own assets. Bank fraud is a crime to protect the powerful banking sector. How-
ever, in the perspective of conflict theory one might argue that a bank should have
systems making bank fraud impossible. If an employee has no opportunity to
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commit embezzlement, and if a fraudster has no opportunity to commit bank fraud,
then these kinds of financial crime would not occur, and there would be no need to
have laws against such offenses. Law enforcement protects powerful companies
against counterfeit products, although they should be able to protect themselves by
reducing opportunities for the production of counterfeit products.

Social conflict theory holds that laws and law enforcement are used by domi-
nant groups in society to minimize threats to their interests posed by those whom
they perceive as dangerous and greedy. Crime is defined by legal codes and sanc-
tioned by institutions of criminal justice to secure order in society. The ruling
class secures order in the ruled class by means of laws and law enforcement. Con-
flicts and clashes between interest groups are restrained and stabilized by law
enforcement.

According to social conflict theory, the justice system is biased and designed to
protect the wealthy and powerful. The wealthy and powerful can take substantial
assets out of their own companies at their own discretion whenever they like, al-
though employed workers in the companies were the ones who created the values.
The superrich can exploit their own wealth that they created as owners of corpora-
tions as long as they do not hurt other shareholders. Employees have no right to
object. It is no crime to take out values from own enterprises and build private man-
sions for the money. This is no crime by the owners. Even when the owners just
inherited the wealth created by earlier generations, they can dispose freely of it for
private consumption. Similarly, top executives who are on each other’s corporate
boards grant each other salaries that are ten or twenty times higher than regular
employee salaries. As Haines (2014: 21) puts it, “financial practices that threaten
corporate interests, such as embezzlement, are clearly identified as criminal even
as obscenely high salaries remain relatively untouched by regulatory controls”. Fur-
thermore, sharp practices such as insider trading that threaten confidence in equi-
ties markets have enjoyed vigorous prosecution, since the powerful see them as
opaque transactions that give an unfair advantage to those who are not members of
the market institutions.

Karl Marx, who analyzed capitalism and suggested the transition to socialism
and ultimately to communism, created the basis for social conflict theorizing. Capi-
talism is an economic system in which persons privately own trade, industries,
firms, shops, and means of production and operate these enterprises or profit. So-
cialism is an economic system characterized by cooperative enterprises, common
ownership, and state ownership. Communism is a socioeconomic system structured
upon the common ownership of the means of production and characterized by the
absence of social classes.

Marxist criminology views the competitive nature of the capitalist system as a
major cause of financial crime. It focuses on what creates stability and continuity
in society, and it adopts a predefined political philosophy. Marxist criminology
focuses on why things change by identifying the disruptive forces in capitalist
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societies, and describing how power, wealth, prestige, and perceptions of the world
divide every society. The economic struggle is the central venue for the Marxists.
Marx divided society into two unequal classes and demonstrated the inequality in
the historical transition from patrician and slave to capitalist and wage worker. It is
the rulers versus the ruled. Marx also underlined that all societies have a certain
hierarchy wherein the higher class has more privileges than the lower one. In a cap-
italist society, where economic resources equate to power, it is in the interest of the
ascendant class to maintain economic stratification in order to dictate the legal
order.

Then the question emerges: Despite all privileges of the ruling class and the rul-
ing corporations, why do they sometimes punish their own?

Reason 1: Reduce Conflict. Since white-collar crime is crime by the wealthy and
powerful, it seems to contradict social conflict theory. There are no reasons why
the wealthy and powerful would like to see laws that turn their own actions into
regular criminal offences. When Sutherland (1939) first coined the term “white-
collar crime”, there were indeed reactions in the audience of upper-class people.
They asked why one should define actions by privileged individuals of the influen-
tial classes as crime at the level of street crime by ordinary criminals. According to
Brightman (2009), Sutherland’s theory of white-collar crime first presented in 1939
was controversial, particularly since many of the academics in the audience per-
ceived themselves to be members of the upper echelon in American society. The
audience was the American Sociological Association where Sutherland gave his ad-
dress and first presented his theory of white-collar crime. What Podgor (2007)
found to be the most interesting aspect of Sutherland’s work is that a scholar
needed to proclaim that crime of the upper socio-economic class is in fact crime
that should be prosecuted. It is apparent that prior to the coining of the term
“white-collar crime”, wealth, and power allowed many persons to escape criminal
liability.

Veblen’s (1899) sociological study of the “leisured classes” and their rapacious
conspicuous consumption had an influence on Sutherland’s (1939) research. Jo-
sephson (1962) who coined the term “robber barons” in the 1930ties was also an
influential scholar at that time. Therefore, Sutherland’s work on white-collar crime
seems to fit with conflict theory, where he might have seen a need to reduce the
level of conflict in society by defining obvious unjustified misconduct by privileged
individuals as regular crime. This is in line with Arrigo and Bernard (1997), who
apply conflict theory to explain initiatives for more prosecution of white-collar crim-
inals. Seron and Munger (1996: 187) quoted that “The plain fact is that in a new
stage of capitalism, class divides as ruthlessly as it did in the age of the Robber
Barons.”

Reason 2: Government Influence. Another reason for starting to define capital-
ists and other persons of respectability and high social status as regular criminals
when they abuse their powers for personal or organizational profit is the need of
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governments to gain some kind of control over the business sector and the market
economy. Business and professional elites had achieved political influence be-
yond what most democratic governments found acceptable. Even worse, some en-
terprises were so powerful that they became almost untouchable for government
interventions. They were too powerful to fail, and too powerful to jail (Pontell
et al., 2014).

Criminological attention on the activities of business enterprises and other or-
ganizations, their creativity and power, remains in a conflict with political influence
of business executives, capitalists, and members of the professional elites. Haines
(2014: 20) discusses corporate fraud as an example, where she argues that:

Criminalization of corporate fraud deflects attention to one of these actors, the business and
its directors, without clear recognition of the role played by government itself.

Haines (2014) argues that governments critically, in close consultation with the pro-
fessions, enact legal and regulatory reforms that engender confidence in both the
accuracy of accounts and materiality of money while also further institutionalizing
their underlying ambiguities. Hence, even as governments are excited to sanction
corporate criminals with more vigor, they are at the same time implicated in the
creation of corporate criminals. Corporate fraud implies that there has been a crimi-
nal misrepresentation of a financial or business state of affairs by one or more indi-
viduals for financial gain, where banks, shareholders, and tax authorities are
among the victims. Yet, misrepresentation is a matter of opinion rather than accu-
racy. For example, estimating values of products in stock is no exact science. If no-
body wants to buy products in stock, they have no value. While governments work
at arm’s length through external auditors, law enforcement is reluctant to prosecute
unless misrepresentation of the value of a business is completely out of range.

Reason 3: “Our” Laws. A third reason for the prosecution of the wealthy and
powerful individuals and corporations is that their own laws did not intend to tar-
get members of their own class. The lawmakers had others in society in mind.
Caught by surprise, that members of their own class violate their own laws, leads
the ruling class to turn laws against their own allies. When those allies demonstrate
non-conforming and deviant behavior, others in the ruling class take on the task of
prosecuting deviating members of the elite. “As we are reminded today, those who
make the laws don’t have the right to break the laws”, Richard Frankel, the special-
ist agent in charge of the Criminal Division of the New York office of the Federal
Bureau of Investigation, said at a news conference.

FBI held its news conference as Sheldon Silver, the speaker of the State Assem-
bly in New York, faced prosecution for corruption. State prosecutors charged Silver
with having exploited his position as one of the most powerful politicians in the
state of New York to obtain millions of dollars in bribes and kickbacks. Prosecutors
accused Silver’s law practice of being a fiction where the sources of large payments
of bribes were hiding (Rashbaum and Kaplan, 2015: A24). Silver was arrested on
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Manhattan on a five-count indictment in January 2015. US attorney Preet Bharara
alleged that the Manhattan democrat used New York’s ethics laws to hide his
scheme — allowing him to become wealthy off his position in power (Spector, 2015).

Silver resigned a few weeks later as speaker (McKinley, 2015). At the same time,
Malcolm A. Smith, a former majority leader of the New York State Senate, was con-
victed of federal corruption charges including bribery, wire fraud, and extortion
(Vega, 2015).

Reason 4: Deviant Behavior. A fourth reason might be disappointment within
the ruling class. The ruling class in society faces decisions over which values to en-
force. When individuals in their own upper-level class violate some of these values,
then the majority defines it as a crime. Those who violate values of fair competition
among capitalists and market access, for example, are potential criminals, even if
they belong to the same class as those condemning them.

President George W. Bush’s connections to Enron and CEO Kenneth Lay were
well documented in major American newspapers. However, when Enron emerged
as a deviant organization with a bad apple CEO, Lay and other top executives were
prosecuted. Lay died of a heart attack before his conviction (Bendiktsson, 2010).

Reason 5: Crime Victims. A fifth and final reason might be the victim of crime. If
the victim of white-collar crime were another person in the upper class, then the
ruling class would like to protect that person. Victimization of upper-class members
by other upper-class members can be considered a crime. Upper-class members
need protection against deviant individuals in their own class. It is an inter-group
conflict in the dominant class (Wheelock et al., 2011). Maybe Madoff can serve as an
example. Rich Jews placed their money in Madoff’s investment fund with the prom-
ise and expectation that the rate of return would be extraordinarily good. Instead,
they lost their money. Wealthy people were victims of Madoff’s Ponzi scheme. The
government had to sanction such behavior by Madoff, and he received a record
prison sentence of 150 years (Ragothaman, 2014).
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Corporations occasionally find themselves mired in scandals that threaten their rep-
utation, profitability, and even survival (Fisse and Braithwaite, 1988; Goldstraw-
White, 2012; Gottschalk and Benson, 2020; Piazza and Jourdan, 2018). For example,
cartels (Goncharov and Peter, 2019), tax evasion (Balakrishnan et al. 2019; Dyreng
et al. 2019; Guenther et al. 2019), misleading disclosure to investors (Jennings,
2019), or other forms of misrepresentation in accounting (Albrecht et al., 2001; Qiu
and Slezak, 2019) can cause financial crime scandals. There is obviously a violation
of ethics and lack of corporate social responsibility (Davidson et al. 2019), and scan-
dals are often revealed after whistleblowing (Gao et al., 2015; Gao and Zhang, 2019).

A corporate scandal is “an unexpected, publicly known, and harmful event
that has high levels of initial uncertainty, interferes with the normal operations
of an organization, and generates widespread, intuitive, and negative percep-
tions” externally (Bundy and Pfarrer, 2015: 350). A scandal is a publicized in-
stance of transgression that runs counter to social norms, typically resulting in
condemnation and discredit and other consequences such as bad press, dis-
engagement of key constituencies, the severance of network ties, and decrease in
key performance indicators (Piazza and Jourdan, 2018). A scandal can be an act
of elite deviance that might include financial, physical and morally harmful be-
havior committed by privileged members of the organization and potentially in
cooperation with the state (Roth, 2020).

In attempting to respond to and manage these crises, corporations and their
executives develop and publicize explanations of their involvement that are de-
signed to forestall or at least mitigate the potential risks to reputation, profitabil-
ity, and sustainability that exposure of a scandal poses (Bundy and Pfarrer,
2015; Scott and Lyman, 1968; Whyte, 2016). The explanation for a scandal that a
corporation puts out technically constitutes what linguists and sociologists call
an account, which is a statement made by an actor to explain unanticipated or
untoward behavior that is subject to some sort of evaluative inquiry by other ac-
tors (Scott and Lyman, 1968). While there is no shortage of advice from public
relations experts as crisis managers regarding how accounts should be structured
(see, for example, Albrecht, 1996; Hearit, 2006), there has been relatively little
research on the actual accounts developed by corporations during actual scan-
dals (Huisman 2010; Schoultz and Flyghed, 2016). Further, there has been even
less research on how such accounts may change over time (Schoultz and Flyghed,
2019a). Understanding corporate accounts is important because of the devastat-
ing social and economic effects that failed accounts can have on communities
that depend on successful corporations for employment, tax revenues, charitable
activities and other community enhancing benefits. It is equally important to un-
derstand the other side of the coin, that is, how corporations manage to survive
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scandals even though they sometimes impose tremendous social and economic
harm on society.

Emerging Corporate Scandals

When scandals first emerge into public view, corporations often do not fully under-
stand them as negative events, as there is uncertainty regarding exactly what hap-
pened, the potential significance of the events, and how stakeholders and outside
observers will respond to it. Most importantly, there is a concern whether an indi-
vidual or the corporation as a whole will face responsibility and sanctions (Bandura,
1999; Schoultz and Flyghed, 2016). Scandals have become a key mechanism used by
news media, pressure groups and social movements to demand inquiries and investi-
gations into alleged corruption, incompetence, and immorality.

A corporation knows that media coverage is important in shaping public per-
ceptions of the organization, including stakeholder perceptions (Gamache and
McNamara, 2019: 921):

The media has become society’s dominant information provider and plays an important role in
directing public attention.

According to Greer and McLaughlin (2017), existing research indicates that scandals
can have a corrosive impact on the reputational standing, credibility and legitimacy
of organizations. Scandals thus represent crises for involved organizations, execu-
tives, and offenders.

Benson (2019) argues that corporate responses to criminal allegations usually
involve attempts to either deny any wrongdoing, or employ neutralizations as a
way to explain their activities:

Typically, it is the officers and directors of the firm who attempt to justify the corporation’s
actions to the public, the media, their shareholders, and if necessary, even before the court.
These exercises in corporate self-defense are aimed at protecting the corporation’s image and
legitimacy and belong to a broader category of offender neutralizations and denials. Further-
more, these corporate neutralizations and denials of harm and wrongdoing can be allowed
and aided by state actors, for example, through allowing a firm to pay a hefty fine, yet admits
to no wrongdoing or through enabling/allowing corporate harm via de-regulation.

Protecting corporate image and image repair is a key focus in many scandalized
corporations. For example, Demaline (2021) found that managers commonly employ
multiple image repair tactics during U.S. Securities and Exchange Commission
(SEC) investigations. Management’s disclosure concerning an SEC investigation fre-
quently focuses on adding positive information to the disclosure (bolstering) and
discussing plans to solve the problem.

Some organizations attempt to conduct business as usual after corporate white-
collar scandals (Bittle and Hébert, 2020; Dodge, 2020; Francis and Ryer, 2020;
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Huisman, 2020; Wingerde and Lord, 2020). These companies do whatever it takes
to defend themselves against accusations of misconduct and crime. Some organiza-
tions attempt to reconstruct the business and align their defense strategies, accord-
ingly, as was the case at Siemens in Germany (Eberl et al., 2015). Corporate crime
“can be defined as illegal acts or omissions that are the result of deliberate deci-
sion-making or culpable negligence within a legitimate formal organization and are
committed on behalf of the corporation, or in pursuit of its formal goals” (Tombs
and Whyte, 2020).

In Sweden, Schoultz and Flyghed (2016) found that Swedish transnational cor-
porations neutralize allegations of crime. Their examples are TeliaSonera telecom-
munications and Lundin petroleum, which both neutralized by appeal to higher
loyalties. Both corporations tried to explain why they had been doing illegitimate
business despite the risks that this had involved.

Some organizations adapt their communications to what they believe is already
known about the scandal. This approach is similar to suspects in police interroga-
tions, where defense lawyers help suspects tell only those parts of the story that
seem beneficial to the accused, and that already seem known to the counterpart. As
corporate officers over time notice that more information about the scandal is leak-
ing to stakeholders and the public, then corporate spokespersons may adapt their
communicated accounts accordingly.

This book frames corporate white-collar crime scandals in a time perspec-
tive. The scandal starts with detection, for example when a whistleblower alerts
internally or externally about observations of misconduct and crime. The scandal
evolves into an investigation, for example, when the scandalized corporation hires
fraud examiners to conduct an internal investigation. The scandal continues with
blame games and departure of blamed executives. In the end of the scandal, recon-
struction of the organization occurs, where the new board introduces change man-
agement measures that need implementation (Trullen et al., 2020), as was the case
at Siemens in Germany (Eberl et al., 2015). Alternatively, the corporation collapses,
as was the case at Enron in the United States (Williams, 2008).

Emerging Corporate Accounts

Corporations sometimes hire fraud examiners from local law firms and global
auditing firms when financial scandals emerge (Gottschalk and Benson, 2020).
Reports of investigations by fraud examiners are an important source of informa-
tion regarding corporate accounts after scandals (Brooks and Button, 2011; Button
et al., 2007a, 2007b; Button and Gee, 2013; Schneider, 2006; Williams, 2005,
2014). At the end of their inquiry, fraud examiners write a report of investigation
and hand it over to the client organization as their property. Unfortunately, most
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client organizations keep reports secret and confidential, and they are not willing
to make them publicly available (Gottschalk and Tcherni-Buzzeo, 2017).

This research was able to find and retrieve thirteen reports from Canada, Den-
mark, Japan, New Zealand, Nigeria, Norway, Sweden, and most from the United
States that all are concerned with executive deviance related to financial scandals.
In the reports, we searched for corporate accounts as communicated explanations,
justifications and excuses for wrongdoing. Furthermore, we studied accounts as
they evolved from exposure of corporate scandals in the media to internal fraud in-
vestigations. We were also interested in the destiny of executives who received
blame for deviance. Termination of eleven out of thirteen executives occurred be-
fore and after reports of investigations became public.

Deviance is “the failure to obey group rules” (Becker, 1963: 8). Deviance is “a
form of behavior that violates organizational norms and that consequently nega-
tively impacts the well-being of the organization and its members” (Michalak and
Ashkanasy, 2013: 20). Deviance is detrimental to organizational performance in sev-
eral ways, including damaged reputation, exposure to lawsuits, and financial loss
(Dilchert et al., 2007).

This chapter addresses the issue of how accounts based on neutralizations and
justifications evolve over time as events from exposure of a corporate scandal move
along. We are comparing corporations’ initial reactions to exposure of wrongdoings
to what is later contained in internal reports of investigations that they commission.
We discuss the function of corporate neutralization techniques and argue that cor-
porate accounts can mediate action over time. We study accounts that corporations
communicate after the fact, that is afterwards to excuse or justify offenses.

For example, Whyte (2016) found that Chrysler, Toyota, and Volkswagen all
communicated accounts initially that were based upon the systematic deception of
the public and systematic attempts to resist any recall to safeguard customers.
Schoultz and Flyghed (2016) found that Telia Sonera and Lundin Petroleum both
communicated accounts implying appeal to higher loyalties. Both of these Swedish
companies framed their communications that while they were present in areas
where financial and environmental crime occurs, they justified their presence by
the societal benefits of their business activities. The initial account from Wells
Fargo after the sales practices scandal at their Community Bank was that the bank
had fired 5,300 employees for secretly opening unauthorized deposit and credit
card accounts (Rothacker, 2016).

In addition to the dynamic nature of accounts after corporate scandals, we are
also looking at the outcomes of these scandals in terms of the employment of the
corporate leaders. In 2014, following a report from a whistleblower and internal
audit letters, it became clear that money laundering of criminal proceeds from Rus-
sia occurred in Danske Bank’s Estonian branch. At about the same time, the board
promoted Thomas Borgen to the position of chief executive officer (CEO) at the Dan-
ish bank, despite the fact that he was responsible for the Estonian branch and some
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other bank divisions in his previous position at the bank. When the Estonian scan-
dal reached the public and politicians, the board felt obligated to start an internal
investigation and hired Danish law firm Bruun Hjejle to conduct a fraud examina-
tion. Four years later, when Bruun Hjejle (2018) presented their report of investiga-
tion, Borgen had to resign as the CEO at the bank (Milne and Binham, 2018). The
following year, Danish prosecutors charged ex-Danske Bank CEO Thomas Borgen
over the Estonia case (Milne, 2019a). The body of Danske Bank’s former Estonian
chief Aivar Rehe, who was at the heart of the € 200 billion money-laundering scan-
dal, was “found dead in an apparent suicide” in September 2019 (Milne, 2019b).

In this chapter, we present thirteen reports of investigations by fraud examiners
as our empirical basis to identify accounts of corporate scandals. In a perspective of
time, fraud examiners conduct their internal investigations after the exposure of a
corporate scandal and before potential cases in the criminal justice system.

The chapter starts by describing corporate accounts, followed by the research
method of content analysis of investigation reports (Bell et al., 2018; Berg, 2007;
Bernard, 2002; Hsieh and Shannon, 2005; Krippendorff, 1980; McClelland et al.,
2010; Patrucco et al., 2017; Saunders et al., 2007). Next, we use one of the thirteen
cases in detail to illustrate accounts at public exposure and later accounts by fraud
examiners. The case is concerned with inappropriate sales practices at Wells Far-
go’s Community Bank (Rothacker, 2016; Shearman Sterling, 2017; Wieczner, 2017).
Then this chapter presents research results for all thirteen cases. In the following
chapter 2, the same set of thirteen cases illustrates the extent of match and mis-
match in corporate responses compared to situational attributions for the scandals.

From Exposure to Investigation

An account is a form of speech for explanations of negative events that the corpora-
tion wants to communicate. An account is a statement made to explain unantici-
pated or untoward behavior (Scott and Lyman, 1968). There are two general forms
of accounts: (1) justifications and (2) excuses. In a justification, the actor admits re-
sponsibility for the act in question but denies its pejorative and negative content. In
an excuse, the actor admits the act in question is wrong, but denies having full re-
sponsibility for it. Offenders can use accounts to narrow the gap between expecta-
tion and behavior and to present their acts in a favorable light. Related to the
justification and the excuse is the apology. In an apology, the offender admits vio-
lating a rule, accepts the validity of the rule, and expresses embarrassment and
anger at self (Benson, 1985).

Related to the justification and the excuse is the apology. In an apology, the
actor admits violating a rule, accepts the validity of the rule, and expresses embar-
rassment and anger at self (Goffman, 1971). In a way, the actor “splits himself into
two parts, the part that is guilty of the offense and the part that disassociates itself
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from the delict and affirms a belief in the offended rule” (Goffman, 1971: 113). As we
show below, because corporations can literally split themselves in two, they are es-
pecially well equipped to make effective use of apologies as a way of getting past
the damaging effects of being involved in a scandal.

Ideally, corporate accounts of a crisis represent an organization’s response strat-
egy, which is the set of coordinated communication and actions used to influence
external stakeholders and the public in their perceptions of the crisis. A response
strategy serves to minimize the social approval loss, the legitimacy deterioration, as
well as the reputation loss. Bundy and Pfarrer (2015) suggest that a response strategy
should accept crisis responsibility to the extent expected from the environment to
avoid crisis-response mismatch.

Bundy and Pfarrer (2015: 347) define social approval as “perception of general
affinity toward an organization”, legitimacy as “assessment of an organization’s ap-
propriateness”, and reputation as “assessment of an organization’s ability to deliver
value”. In giving an account, the offender is addressing an audience and attempt-
ing to explain the offense (Benson, 1985).

Bundy and Pfarrer (2015) describe response strategies on a continuum from de-
fensive to accommodative. A defensive response strategy attempts to avoid social
approval loss by eliminating an organization’s suggested association with a crisis.
Examples range from outright denial of responsibility, via attacking accusers and
shifting blame onto other entities, to perceive being a victim of an incident. In con-
trast, an accommodative response strategy attempts to manage social approval loss
by acknowledging an organization’s causal role in a crisis and thereby reducing ex-
ternal negative perceptions of the company. Examples range from outright accep-
tance of responsibility to communicated regrets and apologies. As will become
evident from our case studies, only NNPC in Nigeria had a defensive response strat-
egy by rejecting accusations of oil revenue manipulation and attacking a prominent
accuser (PwC, 2015). None of the other cases had an initial accommodative response
strategy. We find most of our cases close to the center of the continuum, where re-
sponse strategies attempt to reframe how external observers judge a crisis, while
the company neither accepts nor denies responsibility.

All crises are uncertain events that generate initial negative reactions. An effec-
tive response strategy should match external observers’ situational attributions of
the crisis to prevent cognitive dissonance among observers (Bundy and Pfarrer,
2015: 352):

A crisis with higher situational attributions of responsibility should be matched with a re-
sponse strategy that accepts more responsibility, and a crisis with lower situational attri-
butions of responsibility should be matched with a response strategy that accepts less
responsibility (. . .) An organization that is underconforming by being defensive in re-
sponse to a crisis with higher situational attributions risks being perceived as unethical
and manipulative.
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Fisse and Braithwaite (1988: 469) did a study on the impact of scandals on corpora-
tions. They found that “the impact of enforcement can easily stop with a corporate
pay-out of a fine or monetary penalty, not because of any socially justified depar-
ture from the tradition value of individual accountability, but rather because that is
the cheapest or most self-protective course for a corporate defendant to adopt™.

More recently, Goldstraw-White (2012) and Whyte (2016) have studied accounts.
Goldstraw-White (2012) suggests that greed is always the motive for corporate offen-
ces. She defines greed as socially constructed needs and desires that can never be
completely covered or contended. Greed can be a strong quest to get more and
more of something, and there is a strong preference to maximize wealth, as wealth
is also a symbol of success. Convenience is always the trigger for corporate offen-
ces. He defines convenience as the savings in time and effort as well as avoidance
of strain and pain to exploit possibilities and avoid threats.

Accounts typically include application of all five neutralization techniques sug-
gested by Sykes and Matza (1957): the denial of responsibility, the denial of injury,
the denial of victim, the condemnation of the condemners, and the appeal to higher
loyalties. Accounts also tend to include more recently suggested neutralization
techniques such as the claim of blunder quota, the claim of legal mistake, the claim
of normality of action, and the claim of entitlement to action. Furthermore, of-
fenders sometimes introduce the claim of solution to a dilemma, the necessity of
crime, the claim of role in society, and the perception of being a victim (Kaptein
and Helvoort, 2019; Siponen and Vance, 2010).

Account giving supports the human desire to maintain the perception of the
self as a rational, moral actor — that is an actor of integrity and accountability. By
denial of deviance (Whyte, 2016), the denial projects the condemned behavior as
the cultural norm. It does not need to be justified since the deviance is not outside
expectations that should be normal. It conforms to norms within the business or
the industry in which they operate.

Bandura (1999) identified the ways that corporations can disengage themselves
from the harmful consequences of their actions. Moral disengagement can occur by
belittled labeling, advantageous comparison, displacement of responsibility, diffu-
sion of responsibility, disregard or distortion of consequences, and dehumanization
of victims.

Corporate accounts are concerned with limiting the probability and magni-
tude of social approval loss when responding to a crisis. A crisis is an unexpected,
publicly known, and harmful event that is associated with uncertainty. A crisis is
a fundamental threat to a corporation. Ambiguity of cause, effect, and means of
resolution often characterize a crisis. Most corporate crises originate from failures
within the organization. Scholars denote that organizational crises require timely
responses (Konig et al., 2020).

Bundy and Pfarrer (2015) suggest that the more an organization’s response
strategy matches evaluators’ situational attributions of crisis responsibility, the
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lower the mean and variance of social approval loss. Furthermore, for an organiza-
tion with higher social approval, a response strategy that accepts less crisis respon-
sibility, relative to an average-approval organization, will generate a lower mean
and variance of social approval loss than a response strategy that accepts the same
or more crisis responsibility. Third, for an organization with lower social approval,
a response strategy that accepts less crisis responsibility, relative to an average-
approval organization, will generate a lower mean and variance of social approval
loss than a response strategy that accepts the same or more crisis responsibility.
Finally, managers of a higher- or lower-approval organization will be more likely
to accept less crisis responsibility, relative to managers of an average-approval
organization.

Initial corporate accounts occur at the onset of a crisis. A typical characteristic
of the initial situation is typically high levels of uncertainty both within the organi-
zation and with expected reactions externally. As argued by Bundy and Pfarrer
(2015: 351), “crisis often have multiple explanations, ambiguity regarding responsi-
bility and potential damages, and several feasible solutions”. As a crisis evolves
and the scandal grows in size, there will typically be more information available
that reduces the uncertainty of what actually happened. In light of new, significant,
and credible information, it is natural for an organization to modify or switch its
response.

Content Research Method

The research method applied in this empirical study of investigation reports is con-
tent analysis (Bell et al., 2018; Saunders et al., 2007). Content analysis is any meth-
odology or procedure that works to identify characteristics within texts attempting
to make valid inferences (Krippendorff, 1980; Patrucco et al., 2017). Content analy-
sis assumes that language reflects both how people understand their surroundings
and their cognitive processes. Therefore, content analysis makes it possible to iden-
tify and determine relevant text in a context (McClelland et al., 2010).

Private and public organizations often hire fraud examiners from global audit-
ing firms and local law firms to investigate suspicions of executive deviance related
to white-collar crime (Brooks and Button, 2011; Button et al., 2007a, 2007b; Button
and Gee, 2013; Schneider, 2006; Williams, 2005, 2014). At the end of their inquiry,
fraud examiners write a report of investigation and hand it over to the client organi-
zation as their property. Unfortunately, clients tend to keep reports secret (Gottschalk
and Tcherni-Buzzeo, 2017). Only a few reports are publicly available, and they are
often hard to find. After searching the Internet for some time, we were able to identify
and retrieve 20 reports written in English. Seven of the reports were focusing on indi-
vidual wrongdoing rather than corporate wrongdoing. Thirteen reports were focusing
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on corporate scandals. These are the thirteen reports that this research uses to search
for corporate accounts:

1.

Canada: Town of Pelham in Canada was involved in irregular payments in a
development project. KPMG (2017) conducted a fraud examination and wrote
an investigation report to explain how irregular payments occurred. The report
is 100 pages.

Denmark: Danske Bank’s Estonian branch was involved in a money launder-
ing scandal. Non-residents used the bank to transfer criminal proceeds. Dan-
ish law firms Bruun Hjejle (2018) conducted a fraud examination and wrote
an investigation report about the non-resident portfolio at Danske Bank’s Es-
tonian branch. The report is 87 pages.

Japan: Olympus Corporation in Japan was involved in an accounting scandal
where losses for failing financial investments remained hidden in worthless cred-
its. Auditing firm Deloitte (2011) conducted a fraud examination and wrote an in-
vestigation report about inappropriate accounting. The report is 243 pages.
Japan: Toshiba Corporation in Japan was also involved in an accounting scandal
where work in progress and finished goods were inflated thus assigned higher
values. Auditing firm Deloitte (2015) conducted a fraud examination and wrote
an investigation report about inappropriate accounting. The report is 90 pages.
New Zealand: Fuji Xerox in New Zealand was involved in aggressive sales prac-
tices coupled to inappropriate accounting where customers felt forced to sign
new contracts before old contracts had expired, and new contracts entered ac-
counting as sales. Auditing firm Deloitte (2017) conducted a fraud examination
and wrote an investigation report about inappropriate sales and accounting
practices. The report is 89 pages.

Nigeria: NNPC is the national petroleum company in Nigeria. The company
withheld transfers of oil revenues to the government and claimed it covered
costs. Auditing firm PwC (2015) conducted a fraud examination and wrote an
investigation report on financial transactions between the company and the
government. The report is 199 pages.

Norway: Telenor in Norway was a major shareholder of VimpelCom, which was
involved in a corruption scandal in Uzbekistan to obtain mobile phone licenses.
Auditing firm Deloitte (2016) conducted a fraud examination and wrote an investi-
gation report about reluctance among Telenor executives to react on information
from whistleblowers regarding the corruption scandal. The report is 54 pages.
Sweden: Nordea is a bank in Sweden. The bank has a subsidiary in Luxem-
bourg. When the Panama Papers revealed money flows to and from tax havens,
investigative journalists discovered misconduct in Luxembourg. For example,
the bank backdated contracts for customers for tax evasion purposes. Law firm
Mannheimer Swartling (2016) conducted a fraud examination and wrote an in-
vestigation report on the bank practice of wealth management for its customers.
The report is 42 pages.
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Table 3.1: Corporate investigations because of corporate scandals.

# CORPORATE INVESTIGATION

CORPORATE SCANDAL

1 Canada: Town of Pelham (KPMG, 2017)

Cover-up of Can$17 million dollars in
unaccounted debt.

2 Denmark: Danske Bank’s Estonian branch
(Bruun Hjejle, 2018)

Money laundering of crime proceeds from
Russia.

3 Japan: Olympus Corporation (Deloitte, 2011)

Fraud scheme of investment accounting
violating Financial Instruments and Exchange
Act and Companies Act. It was a tobashi
scheme, which is a type of financial fraud where
a client’s losses hide in an investment firm by
shifting them between the portfolios of other
(genuine or fake) clients.

4 )apan: Toshiba Corporation (Deloitte, 2015)

Accounting fraud that was overstating profits by
US$1.2 billion.

5 New Zealand: Fuji Xerox (Deloitte, 2017)

Inappropriate accounting practices overstating
profits and illegal credit risks.

6 Nigeria: National petroleum company NNPC
(PwC, 2015)

Crude oil revenues generated by the
corporation withheld or unremitted to the
federal accounts. A former governor of the
Central Bank of Nigeria, Lamido Sanusi, raised
the allegation that a huge amount had
disappeared.

7 Norway: Telenor in Norway had ownership in
VimpelCom (Deloitte, 2016)

VimpelCom involved in corruption in
Uzbekistan, and Telenor knew about it.

8 Sweden: Nordea in Sweden had a subsidiary
in Luxembourg (Mannheimer Swartling,
2016)

lllegal backdating of contracts and tax evasion
revealed in the Panama Papers from tax havens.

9  USA: Lehman Brothers (Jenner Block, 2010)

Misconduct but no crime related to fiduciary
duty of care by failing to observe risk
management, went bankrupt.

10 USA: General Motors (Jenner Block, 2014)

Disregard of ignition switch failure in Cobalt car
that caused injuries and deaths, reluctance to
correct for financial reasons.

11 USA: WorldCom (PwC, 2003)

Fraud and conspiracy at false financial
reporting, went bankrupt

12 USA: Wells Fargo’s Community Bank
(Shearman Sterling, 2017)

Improper and unethical sales practices violating
specific statutory provisions.

13 USA: Enron Corporation (Wilmer Cutler
Pickering 2003)

Misleading and illegal practices to hide and
embezzle funds, securities and wire fraud.
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9. USA: Lehman Brothers went bankrupt because of deviant risk taking in finan-
cial operations. Jenner Block (2010) conducted a fraud examination and wrote
an investigation report about bank practices. The report is 239 pages.

10. USA: General Motors were reluctant to correct ignition switch failure for finan-
cial reasons. Jenner and Block (2014) conducted a fraud examination and wrote
an investigation report about management practices. The report is 325 pages.

11. USA: WorldCom went bankrupt after inappropriate accounting to keep the
share price at a level acceptable to the CEO, who had deposited his shares in a
bank for loans to finance private properties. Auditing firm PwC (2003) con-
ducted a fraud examination and wrote an investigation report about the col-
lapse of WorldCom. The report is 345 pages.

12. USA: Wells Fargo’s Community Bank had aggressive sales practices where
bank customers received services that they had not ordered. Law firm Shearman
Sterling (2017) conducted a fraud examination and wrote an investigation report
about management and employees in the sales model. The report is 113 pages.

13. USA: Enron Corporation went bankrupt after inappropriate accounting practices.
Enron was an energy, commodities, and services company. A whistleblower re-
vealed that Enron’s reported financial condition reflected an institutionalized,
systematic, and creatively planned accounting fraud, known since as the Enron
scandal. Law firm Wilmer Cutler Pickering (2003) conducted a fraud examination
and wrote an investigation report about illegitimate accounting practices. The re-
port is 218 pages.

Table 3.1 summarizes these thirteen cases in terms of corporate investigations of
corporate scandals. Accounting scandals caused five out of thirteen crises that
seem to satisfy Hurley et al.’s (2019: 233) description of audit quality dependent on
who hires the auditor:

Our design shifts auditors’ accountability from managers, who have directional goal preferen-
ces, to investors, who prefer judgment accuracy. We find that removing auditors’ economic
accountability to managers and replacing it with psychological accountability to investors sig-
nificantly increases audit quality.

This research was also interested in the initial corporate account concerning
each scandal (Gottschalk and Benson, 2020). Initial accounts are important, be-
cause stakeholders as well as the public quickly begin to associate a crisis with
an individual organization, such as the Enron scandal (Bundy and Pfarrer, 2015).
An organization’s initial response is influential in anchoring first impressions
externally. The initial account might be an active statement about unknown in-
ternal circumstances, or a response to allegations already out there in the public.
This research needed to find the very first corporate communication about the
scandal, and we decided to use the first media coverage of a corporate message
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as the initial corporate account. As argued by Bundy and Pfarrer (2015), social disap-
proval of corporate crisis emerges quickly in negative media coverage that chal-
lenges, criticizes, or condemns an organization’s activities, behaviors, or values.

As argued by Greer and McLaughlin (2017), the media sometimes portray scan-
dals as a distinctive mode of tabloid infotainment that focuses primarily on celeb-
rity individuals and businesses. Scandals are an important coverage area for the
media, and the activities of investigative journalists play a crucial role. Their dis-
tinctive practices and rhythms of work often determine the story line over time.
Scandals have become a prized news commodity that validates the professional
watchdog conception of investigative journalism (Barak, 2007; Burns and Orrick,
2002; Campbell, 1997; Knottnerus et al., 2006; Murphy, 2010; Rosoff, 2009; Welch
et al., 1998; Zavyalova et al., 2012).

We identified the university library system of databases as a reliable source,
where we selected the database ‘Newsbank’ with the function ‘Access World News’
(AWN), which archives stories from thousands of U.S. and global news sources. We
applied the feature ‘More Search Options’ to enter keywords regarding corpora-
tion, executive, misconduct, and year. We scrolled backwards in the search results to
the very first news article mentioning the scandal in terms of a statement from the
organization.

For the destiny of executives, we did regular Google-searches to find the most
recent information about each of them. As an example, already mentioned, Milne
(20194, 2019b) reported in the newspaper ‘Financial Times’ that Danish prosecutors
charged ex-Danske Bank CEO Thomas Borgen over the Estonian case, and that the
police found the body of Danske Bank’s former Estonian chief Aivar Rehe after an
apparent suicide in September 2019.

Wells Fargo Case Study

Before we move into research results for all thirteen cases, we tested the database
system first for Wells Fargo’s Community Bank, since this is one of the more recent
scandals in the United States (Shichor and Heeren, 2021; Wieczner, 2017). The earli-
est media coverage of the scandal we found in the newspaper ‘Charlotte Observer’
published September 10, 2016. Charlotte was Wells Fargo’s biggest employee hub
with more than 23,000 employees in a wide variety of business lines. Already the
heading of the newspaper article caught our attention; “Banking — Wells Fargo
gives few details about firing” (Rothacker, 2016):

Wells Fargo has said it fired 5,300 employees for secretly opening unauthorized deposit and
credit card accounts — conduct that resulted in $185 million in fines announced Thursday —
but the bank isn’t providing many details. Wells spokesman Mary Eshet said Friday that the
employees included “both managers and team members.”
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At this initial stage of accounts, Wells Fargo blamed employees for the wrongdoing.
Employees were simply too greedy for financial rewards under the incentive com-
pensation program. Wells Fargo further communicates that they have acted by fir-
ing several thousand employees over the last years. The bank is sorry they failed
adequately to oversee sales practices. An interpretation of the initial account is that
it is scapegoating and denial of responsibility (Gangloff et al., 2016). A scapegoat is
a person who is blamed for the wrongdoings, mistakes, or faults of others, in this
case the wrongdoings of top management. The account mentions chief executive Car-
rie Tolstedt, but it relates only to her earlier announcement of her own retirement.

Fraud investigators from law firm Shearman Sterling (2017: 2) presented their
report of investigation the following year. Now the blame shifted from greedy em-
ployees over on management with an aggressive sales model, as stated in the prin-
cipal findings of the report:

The root cause of sales practice failures was the distortion of the Community Bank’s sales cul-
ture and performance management system, which, when combined with aggressive sales man-
agement, created pressure on employees to sell unwanted or unneeded products to customers
and, in some cases, to open unauthorized accounts. Wells Fargo’s decentralized corporate
structure gave too much autonomy to the Community Bank’s senior leadership, who were un-
willing to change the sales model or even recognize it as the root cause of the problem. Com-
munity Bank leadership resisted and impeded outside scrutiny or oversight and, when forced
to report, minimized the scale and nature of the problem.

Shearman Sterling (2017: 20) mention Carrie Tolstedt 141 times in their 113-pages
report, all of the time in critical terms:

The scorecards, instituted by Tolstedt when she took over the Community Bank, measured
how an employee or manager was performing compared to the sales plan. Scorecards were
segmented by business drivers and updated on a daily basis, and employees and managers
could check their progress against the sales plan at any time and were actively encouraged to
do so. Certain managers made meeting scorecard requirements their sole objective, a tactic re-
ferred to as “managing to the scorecard.” As a result, employees reporting to these managers
were consistently pressured to meet scorecard goals.

While investigators blamed Tolstedt, she still blamed individual employees (Shearman
Sterling, 2017: 103):

Tolstedt emphasized that a large organization could not be perfect, and that the sales practice
problem was a result of improper action on the part of individual employees.

While the initial blame one year earlier was on individual employees, the communi-
cated corporate account was now to blame Tolstedt for having introduced a sales
model that caused inappropriate sales practices. As a corporation, Wells Fargo was
still denying responsibility for the misconduct. However, not only did Tolstedt re-
sign, also Wells Fargo’s CEO John Stumpf resigned shortly after because the ac-
count fraud scandal continued as an ongoing controversy.
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In the current research perspective of addressing the issue of how accounts
based on neutralizations and justifications evolve over time as events from exposure
of a corporate scandal move along, we see a shift in the blame (Lee and Robinson,
2000; Resodihardio et al., 2015; Xie and Keh, 2016), but no shift in corporate respon-
sibility. Denial of responsibility continued. According to Sykes and Matza (1957), this
is a common neutralization technique where the corporate offender disclaims respon-
sibility for action and argues that the corporation is not responsible for what hap-
pened. The corporation as an alleged offender here claims that the corporation does
not meet one or more of the conditions of responsible agency. The corporation com-
mitting a deviant act defines itself lacking responsibility for own actions. In this neu-
tralization technique, the corporation rationalizes that the action in question is
beyond corporate control. The offender may view the corporation as a billiard ball,
helplessly propelled through different situations. The corporation denies responsibil-
ity for the event or sequence of events. This technique denies responsibility where
the corporation accepts that wrongdoing has occurred but denies their own involve-
ment or responsibility. The corporation may refer to some other actor as the responsi-
ble party or explain how a number of social actors jointly produced the misconduct.
The corporation can also deny intent as a way of denying responsibility by referring
to an event as an accident, where the corporation had no intent of producing harm.
Similarly, the corporation can deny control over the situation where wrongdoing oc-
curred. The corporation can transfer responsibility to others by the blame game or by
scapegoating. The corporation will try to change expectations by referring to their
limited formal responsibility.

Content Research Results

In Table 3.2, we have included a short version of the accounts as presented above
for Wells Fargo as the twelfth case study.

Initial corporate accounts are dependent on what is already in the public do-
main in terms of rumors and allegations. In our first case from Canada, local media
had for a long time presented allegations against town management, so the initial
response was to refuse the allegations. In the Canadian case, there was a tendency
to conspiracy theories in the public domain, and thus the initial accounts seem jus-
tified. The initial accounts were further justified by fraud examiners, who con-
cluded that no violation of the Municipal Act had occurred.

At Olympus Corporation, the newly appointed CEO Michael Woodford detected
the tobashi fraud scheme that had been going on in the company for many years.
The former CEO Tsuyoshi Kikukawa was now the chair of the board in the company.
Kikukawa ousted Woodford and denied any wrongdoing. The initial corporate ac-
count was that they denied telling any details, and only generally admitting to
weak corporate governance (Nakamoto, 2011). A similar response occurred some
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years later at Toshiba Corporation where irregularities “had come to light” and “the
company declined to provide further details” (Inagati, 2015).

New Zealand is an interesting case where the serious fraud office decided to
take no action against Fuji Xerox after closing its inquiry into the company’s affairs
in 2016. The communicated account at that time was that “the company had always
been confident there were no grounds for any action, and it was pleased the matter
was closed” (Hamish, 2016). Some had been questioning early signing of certain
printing contracts. Only one year later, investigators concluded that early signing
had indeed occurred after massive pressure from top management (Deloitte, 2017).

The Nigerian case started with an allegation of $49.8 billion stolen, while the
investigation found that only $3.6 million was missing. Therefore, corporate ac-
counts remained consistent at accusing the critical Sanusi of playing politics while
being ignorant on matters of oil earnings (Reporter, 2013).

Telenor in Norway was a minority shareholder in VimpelCom in the Nether-
lands, which had obtained telecom licenses in Uzbekistan by bribing the daughter
of the president. Initially, Telenor denied any responsibility by the following ac-
count: “We are a minority shareholder in VimpelCom, so it’s up to VimpelCom to
take responsibility for answering any questions that relate to their operation”
(Agence France, 2014). Two years later, the account was quite different, as Deloitte
(2016) released their report. Two top executives at Telenor, who received informa-
tion from a whistleblower about the corruption case at VimpelCom several years
ago, had to resign.

Half a year before Lehman Brothers filed for bankruptcy, CEO Fuld communi-
cated that the bank had solved its liquidity problem (Onaran, 2008). Two years
later, Jenner Block (2010) concluded that risky and deviant decision-making by
Fuld and others had caused bankruptcy. One decade after the internal investiga-
tion, Crosina and Pratt (2019) studied organizational mourning among former Leh-
man Brothers bankers.

Corporate Executive Destiny

This chapter compares fraud examiners’ accounts of potential misconduct and
crime with initial corporate statements, and the following chapter determines the
extent of match or mismatch between these two elements. Further, this chapter also
investigates the consequences of financial crime scandals for executives. The find-
ings show that in eleven out of thirteen cases, the companies somehow separated
themselves from the senior officials in the aftermath of the scandals, and only two
remained in their positions, as listed below.

This and the following chapter thus study the crisis and response, as well as
the destiny of leading executives following corporate white-collar crime scandals.
In addition to the dynamic nature of accounts after corporate scandals, we are thus
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also looking at the outcomes of these scandals in terms of the employment of the

corporate leaders:

1. Cari Pupo, Pelham, covered up debt in the property development project in the
town (Sawchuk, 2017). KPMG (2017) blamed treasurer Pupo for misrepresenting
finances for the development project, although there was no violation of the
Municipal Act. Burket (2018) wrote then that she “was set up to take the fall”.
The town terminated the employment of Pupo. She lost the blame game (Lee
and Robinson, 2000; Resodihardio et al., 2015; Xie and Keh, 2016).

2. Thomas Borgen, Danske Bank, had ignored rumors and whistleblowing con-
cerned with money laundering in the Estonian branch (Moscow Times, 2017).
When Bruun Hjejle (2018) published their report, Borgen had to resign from the
position of CEO (Milne and Binham, 2018). Half a year later, police detectives
searched Borgen’s home in Norway, and Danish police charged him in the
money laundering case (Milne, 2019a, 2019b). At that time, he already faced
prosecution in the United States for investor fraud (Hggseth, 2019).

3. Tsuyoshi Kikukawa, Olympus, received the blame as the main architect of the
fraud scheme from Deloitte (2011). Kikukawa has his name mentioned 81 times
in the report. According to the report, he as the CEO and later chair, managed
investments that made it look like the company had substantial financial
claims. Kikukawa resigned as chairperson of the board when the investigation
report became public. Kikukawa had been the CEO before Michael Woodford
took on the position (Nakamoto, 2011). Shortly after taking on the position,
Woodford blew the whistle on fraud (Neate, 2012): “Former Olympus chief exec-
utive tells of the risks he ran in exposing fraud scandal at the digital camera
company”.

4, Hisao Tanaka, Toshiba, was CEO. He announced his resignation in the face of
the accounting scandal tied to about US$1.2 billion in overstated profits (Inagati,
2015). He announced his resignation the day after the investigation report be-
came public. Evidence of improper accounting appeared in Deloitte’s (2015)
report.

5. Neil Wittaker, Fuji Xerox, was the managing director in New Zealand. Whittaker
has his name mentioned 31 times in the investigation report by Deloitte (2017).
Whittaker organized leasing practices that enabled early profits to emerge in
accounting statements (Hamish, 2016). He “suddenly left the company, with
the print vendor showing the IT veteran the door following 32 years of service”
and “Neil Whittaker exits as local Fuji Xerox MD in shock departure” (Henderson,
2016). Whittaker disappeared out of the business in May 2016, while fraud exam-
iners from Deloitte (2017) completed their investigation one year later in June 2017.

6. Ibe Kachikwu, NNPC, continued in his position as chief executive of the na-
tional petroleum company in Nigeria. After fraud examiners from PwC (2015)
completed their investigation, Kachikwu became minister of state for petroleum
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10.

resources in Nigeria (Idris, 2019): “Who would have thought that Dr Emmanuel
Ibe Kachikwu, Nigeria’s Minister of State for Petroleum Resources would
achieve success at the troubled ministry?” The NNPC case started with seem-
ingly unfounded allegations from former governor of the Central Bank of Ni-
geria, Sanusi, against Kachikwu (Reporter, 2013).

Pal Wien Espen and Richard Olav Aa, Telenor, resigned from their group execu-
tive positions at the Norwegian telecommunication company when Deloitte
(2016) presented their report of investigation. The two executives allegedly did
not respond adequately to a whistleblower who informed them of VimpelCom
corruption (Agence France, 2014). Attorney Espen later became a partner in a
Norwegian law firm, while economist Aa was hired as chief financial officer by
a major Norwegian company.

Gunn Weersted, Nordea, resigned from her group executive position in the bank
before fraud examiners from law firm Mannheimer Swartling (2016) presented
their investigation report. She was responsible for wealth management involv-
ing tax havens (Associated Press, 2016). She resigned officially to concentrate
on a board chair position at another company, so her resignation did not seem
linked the scandal (Ekeberg, 2016; Grinde, 2016; Kristjansson, 2016; Trumpy,
2016).

Richard Fuld, Lehman Brothers (Onaran, 2008), lost his job because of the
bankruptcy, and not because of the investigation by Jenner Block (2010). Fuld
was on Time’s list of 25 People to Blame for the Financial Crisis (http://content.
time.com/time/specials/): “The Gorilla of Wall Street, as Fuld was known,
steered Lehman deep into the business of subprime mortgages, bankrolling
lenders across the country that were making convoluted loans to questionable
borrowers (. . .) Fuld raked in nearly $500 million in compensation during his
tenure as CEO, which ended when Lehman did”. Nine years later, in 2017,
“Dick Fuld makes quiet comeback on Wall Street” by joining a group of matrix
wealth management into private equity and short selling.

Bill Kemp, General Motors, was senior lawyer in the automobile company. He
was one out of several who received blame for the lack of reaction to the igni-
tion switch failure (Shepardson and Burden, 2014). He was responsible for
safety issues within the legal department at GM, but he ignored signals con-
cerning the Cobalt car that caused several deaths (Jenner Block, 2014). GM ter-
minated his employment. Fraud examiners from Jenner Block did not find CEO
Mary Barra and two other top executives guilty in the ignition switch scandal,
and they continued in their positions. Jenner Block (2014: 227) concluded: “All
of the evidence we reviewed corroborated the conclusion that none of the three
current leaders had knowledge of the problems with the Cobalt’s ignition
switch or non-deployment of airbags in the Cobalt until December 2013 at the
earliest”. Kemp was one out of several who received blame for the lack of reac-
tion to the ignition switch failure.
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11. Bernard Ebbers, WorldCom (Porretto, 2002), lost his job because of bankruptcy,
and not because of the investigation the following year by PwC (2003). Along
with other executives, a federal court convicted Ebbers to prison. At the age of
77 years in 2019, Ebbers was still in prison for investment fraud and conspiracy.

12. Carrie Tolstedt, Wells Fargo (Rothacker, 2016), was chief executive at Commu-
nity Bank, a subsidiary of Wells Fargo. She was extremely ambitious and devel-
oped a business model that she believed in, and everyone had to follow.
Shearman Sterling (2017) found that Tolstedt reinforced a culture of tight con-
trol over information about the community bank division, including sales prac-
tice issues. She retired before the accounting fraud scandal became public.

13. Kenneth Lay, Enron (Deseret News, 2001), lost his job because of bankruptcy
and not because of the investigation by Wilmer Cutler Pickering (2003). Along
with other executives, a federal court convicted him to prison (Knottnerus
et al., 2006). Lay died in 2006.

Seven out of thirteen executives received blame in investigation reports and re-
ceived termination from their companies. Three executives found themselves ter-
minated since the companies went bankrupt. One executive resigned before the
scandal became public knowledge. Only two executives experienced no negative
consequences for themselves because of the scandals, where one of them at NNPC
continued in his position, while the other left Nordea for a prestigious chair posi-
tion independent of the scandal.

The dismissal of executives seems almost to be a standard procedure currently
when there is a choice of protecting an executive while the organization continues
to suffer or of protecting the organization while the executive continues to suffer as
the scapegoat. A number of examples are presented later in this book, such as CEOs
at Danske Bank in Denmark and Swedbank in Sweden, and executives at telecom-
munications company Telenor in Norway. In Spain, two executives at Acciona were
convicted to prison for fraud in 2020. Acciona is a Spanish corporation involved in
the development and management of infrastructure and renewable energy. The
World Bank announced in 2019 the exclusion of Acciona from contracts after detec-
tion of corrupt, collusive, and fraudulent practices in the World Bank-financed na-
tional roads and airport infrastructure project in Bolivia. The debarment made
Acciona ineligible to participate in World Bank-financed projects. The detected Bo-
livia fraud came only two years after detection of the Zaragoza fraud that was also
by Acciona. Executives at Acciona gave jewels and cash to politicians and bureau-
crats in the city located in northern Spain (Bentzrgd, 2021).
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When suspicions of corporate misconduct and crime emerge in the public, organiza-
tions respond in different ways. Their initial accounts can be defensive or accommo-
dative, and they can reject responsibility or excuse wrongdoings (Bundy and Pfarrer,
2015). This chapter compares initial corporate responses to later findings in fraud ex-
aminations by internal investigators. This chapter applies the concept of social ap-
proval to examine the match or mismatch between situational attributions found in
examination reports and initial responses from the organizations. Thirteen investiga-
tion reports regarding corporate scandals in Canada, Denmark, Japan, New Zealand,
Nigeria, Norway, Sweden and the USA are subject to content analysis to interpret sit-
uational attributions by fraud examiners. Media reports are subject to content analy-
sis to interpret initial responses from the organizations (Gamache and McNamara,
2019; Greer and McLaughlin, 2017). Research results indicate that five out of thirteen
organizations were in the match zone of conformity.

Evolution of Corporate Accounts

Corporations occasionally find themselves mired in scandals that threaten their rep-
utation, profitability, and even survival (Fisse and Braithwaite, 1988; Goldstraw-
White, 2012; Gottschalk and Benson, 2020; Piazza and Jourdan, 2018). In attempting
to respond to and manage these crises, corporations and their executives develop
and publicize explanations of their involvement that are designed to forestall or at
least mitigate the potential risks to reputation, profitability, and sustainability that
exposure of a scandal poses (Bundy and Pfarrer, 2015; Scott and Lyman, 1968;
Whyte, 2016). The explanation for a scandal that a corporation puts out technically
constitutes what linguists and sociologists call an account, which is a statement
made by an actor to explain unanticipated or untoward behavior that is subject to
some sort of evaluative inquiry by other actors (Scott and Lyman, 1968). While
there is no shortage of advice from public relations experts as crisis managers re-
garding how accounts should be structured (see, for example, Albrecht, 1996;
Hearit, 2006), there has been relatively little research on the actual accounts devel-
oped by corporations during actual scandals. Further, there has been even less re-
search on how such accounts may change over time. Understanding corporate
accounts is important because of the devastating social and economic effects that
failed accounts can have on communities that depend on successful corporations
for employment, tax revenues, charitable activities and other community enhanc-
ing benefits. It is equally important to understand the other side of the coin, that is,
how corporations manage to survive scandals even though they sometimes impose
tremendous social and economic harm on society.

https://doi.org/10.1515/9783110766950-005
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As emphasized in the previous chapter, a corporate scandal is “an unexpected,
publicly known, and harmful event that has high levels of initial uncertainty, inter-
feres with the normal operations of an organization, and generates widespread, in-
tuitive, and negative perceptions” externally (Bundy and Pfarrer, 2015: 350). When
a crisis or scandal goes public, corporations almost immediately have to respond to
calls to explain and justify what appears to have happened. Corporations do this in
different ways, as they know that media coverage is critical in shaping stakeholder
perceptions (Gamache and McNamara, 2019). For example, Whyte (2016) found that
when safety issues concerning their vehicles arose, Chrysler, Toyota, and Volkswa-
gen all issued statements that were deceptive and designed to resist having to issue
expensive recalls. Schoultz and Flyghed (2016) found that Telia Sonera and Lundin
Petroleum — Swedish companies involved in financial and environmental crimes,
respectively — admitted they were present in areas where the offenses occurred, but
they justified their presence by citing the societal benefits of their local business
activities. When the recent scandal at Wells Fargo emerged regarding sales practi-
ces scandal at their Community Bank, they initially blamed and fired 5,300 employ-
ees for secretly opening unauthorized deposit and credit card accounts (Rothacker,
2016). As we have shown in the previous chapter, all of these initial responses
changed later.

Thus, this and the previous chapter compare corporations’ initial reactions to
exposure of wrongdoings to what is later contained in internal reports of investiga-
tions by external investigators that they commission. When scandals first emerge
into public view, corporations often do not fully understand them as negative
events, as there is uncertainty regarding exactly what happened, the potential sig-
nificance of the events, and how stakeholders and outside observers will respond to
it. Furthermore, Bao et al. (2019) found that managers withhold bad news in gen-
eral. Most importantly, there is a concern whether an individual or the corporation
as a whole will face responsibility and sanctions (Bandura, 1999; Schoultz and
Flyghed, 2016). It is not surprising that corporate accounts evolve over time as more
information about the event becomes public knowledge, and as the corporation as-
sesses external reactions.

As part of crisis management, corporate boards sometimes initiate formal inves-
tigations that aim to provide a definitive account of the event. The study in this and
the previous chapter examines the evolution of corporate accounts in thirteen inter-
national cases involving corporations and executives caught up in financial scan-
dals in Canada, Denmark, Japan, New Zealand, Nigeria, Norway, Sweden, and the
United States. The timeline begins when the media first report the corporate scan-
dal and ends when the investigation report becomes publicly available. In addition
to the dynamic nature of the accounts that emerge after corporate scandals, we also
investigated in the previous chapter the effects of these scandals on the employ-
ment of corporate leaders (Schnatterly et al., 2018). As we show, a key part of the
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evolution of corporate accounts is the divergence of interests between the corporate
entity and individual corporate leaders.

The development of the perspective of accounts originally had individual actors
in mind, not corporate or organizational actors, although scholars recognized that
organizations provide a potential resource for individuals to develop certain types
of socially acceptable accounts (Scott and Lyman, 1968). For example, an organiza-
tional employee can account for an untoward act by saying that he or she was only
following a superior’s orders or a specific company policy. However, there are im-
portant differences between corporate and individual accounts. Public authorities
and other external actors often call upon corporations to account for the untoward
behavior of their members or of the corporation itself. In responding to these calls,
a corporation can do something that an individual cannot and that is to ask an ex-
ternal party to develop an account for its actions. They do so by hiring external
parties, typically law or accounting firms, to investigate the incident in question
and to develop a formal account of what happened, why, and how (Gottschalk and
Tcherni-Buzzeo, 2017; Schneider, 2006; Williams, 2014).

This allows corporations to defuse one of the main criticisms leveled by exter-
nal evaluators at account givers, which is that accounts are self-serving. It also be-
gins to lay the groundwork for the eventual separation of corporate from individual
interests, which as we noted above is another unique feature of corporate apolo-
gies. In addition, corporate accounts usually address the activities of multiple indi-
viduals at the same time, rather a lone individual. Finally, unlike individuals
corporations can engage in obfuscation in describing their actions. That is, they
can claim not really to know what has happened or what they did. This strategy is
not available to individuals confronted with accounting for their own individual
behavior. Although, as Cohen (2001) notes, individuals can claim that they do not
know exactly why they did what they did. Thus, corporate accounts are not identi-
cal items to individual accounts, because they have dimensions that are not avail-
able to individuals. Nevertheless, corporations use many of the same accounting
techniques and strategies that individuals use to account for untoward behavior,
and because of their social and economic power, they have many advantages
over individuals in surviving the harmful consequences that follow the exposure
of wrongdoing (Cohen, 2001).

Even though individuals, such as chief executive officers, public relations offi-
cials, board members, or investigative commissions, always perform the communica-
tion of accounts, corporate accounts nevertheless serve the purpose of benefitting the
corporate actor’s reputation rather than an individual’s. Of course, individuals may
benefit personally as a side effect of the corporate account if the account somehow
exonerates the corporation from responsibility for a negative event, but victimization
of individuals by a corporate account occurs if it shifts blame to the individual. Thus,
as corporations respond to crises their interests may not always coincide with the in-
terests of individual members. While a corporation cannot feel, does not have a mind,
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and does not think; it nevertheless finds itself treated as an actor when executives
and others attempt to preserve the reputation of the corporation by communicating
accounts on behalf of the corporate entity.

Response Match Research Question

A financial misconduct and crime scandal occurs when someone detects unethical
and law-braking behavior among executives in a corporation. A crisis occurs when
the financial misconduct and crime scandal represents an unexpected, publicly
known, and harmful event that has a high level of initial uncertainty, interferes
with the normal operation of the organization, and generates widespread, intuitive,
and negative perceptions among stakeholders and in the public (Bundy and Pfarrer,
2015). Famous financial misconduct and crime scandals include Danske Bank in
Denmark (Bruun Hjejle, 2018), Toshiba Corporation in Japan (Deloitte, 2015), Fuji
Xerox Corporation in New Zealand (Deloitte, 2017), and Wells Fargo’s Community
Bank in the United States (Shearman and Sterling, 2017).

In addition to handling the scandal and the subsequent crisis, the corporation
has to communicate messages to stakeholders and the public. Corporate accounts
are communications in the form of speech or text from the corporation (Bandura,
1999; Benson, 1985; Goldstraw-White, 2012; Scott and Lyman, 1968; Whyte, 2016).
Research suggests that accounts should match perceptions to avoid cognitive dis-
sonance externally. Bundy and Pfarrer (2015) argue that social approval loss for
the corporation will be minimal if the crisis communication from the corporation
matches situational attributions of responsibility for the crisis from receivers. This
chapter thus addresses the following research question: How close are corporations
in their crisis-response match or mismatch in their corporate accounts of financial
misconduct and crime scandals?

We have an opportunistic sample of 13 reports of investigations by fraud exam-
iners that describe thirteen corporate financial misconduct and crime scandals. The
reports are from Canada, Denmark, Japan, New Zealand, Nigeria, Norway, Sweden,
and most from the United States. We define the contents of these reports as the situ-
ational attributions of responsibility for the crises. We compare these attributions
with the responsibility that corporations initially communicated in their accounts.
Thereby we identify the extent of match or mismatch between accounts and attribu-
tions in each case.

Response Literature Review

Bundy and Pfarrer (2015) define a continuum of response strategies from defensive
to accommodative. While a defensive strategy accepts no or little responsibility for
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a scandal, an accommodative strategy acknowledges the organization’s causal role
in a scandal. Response strategies in the center of the continuum attempts to reframe
how the environment perceives a crisis, while not accepting or denying responsibil-
ity. The purpose of a response strategy is to manage social approval loss, minimize
damage to corporate legitimacy, and prevent reputation decline. Social approval is
perception of general affinity toward an organization; legitimacy is assessment of
an organization’s appropriateness, while reputation is assessment of an organiza-
tion’s ability to deliver value.

Corporate accounts are the result of an explicit or implicit response strategy. An
account is a form of speech for explanations of negative events that the corporation
wants to communicate (Benson, 1985; Scott and Lyman, 1968). Some initial ac-
counts serve the purpose of deception of the public (Schoultz and Flyghed, 2016;
Whyte, 2016). In giving an account, the offender is addressing an audience and at-
tempting to explain the offense (Benson, 1985).

All crises are uncertain events that generate initial negative reactions. An effec-
tive response strategy should match external observers’ situational attributions of
the crisis to prevent cognitive dissonance among observers (Bundy and Pfarrer,
2015).

Goldstraw-White (2012) studied accounts and suggests that greed is always the
motive for corporate offences. She defines greed as socially constructed needs and
desires that can never be completely covered or contended. Convenience is always
the main characteristic of white-collar offenses. Accounts then typically include ap-
plication of all five neutralization techniques suggested by Sykes and Matza (1957):
the denial of responsibility, the denial of injury, the denial of victim, the condemna-
tion of the condemners, and the appeal to higher loyalties (Maruna and Copes,
2005). Accounts also tend to include more recently suggested neutralization techni-
ques such as the claim of blunder quota (Galvin and Simpson, 2020), the claim of
legal mistake (Kaptein and Helvoort, 2019), and the claim of normality of action
(Kennedy, 2020). Furthermore, the claim of entitlement to action (Cullen et al.,
2020; Dodge, 2020), the claim of solution to a dilemma (Jordanoska, 2018; Rooij and
Fine, 2020), and the necessity of crime (Cohen, 2020) are often present. Finally, the
claim of role in society (Bernat and Whyte, 2020), and the perception of being a vic-
tim (Burns and Meitl, 2020; Siponen and Vance, 2010) are often present as well.

Accounts, neutralizations, and moral disengagement are related forms of lin-
guistic behavior because the content of a neutralization technique can form the
basis of an account (Maruna and Copes, 2005). For example, if an individual neu-
tralizes the inner feelings of guilt associated with the contemplation of a deviant
act by denying responsibility for the act to himself or herself, he or she can later
also deny responsibility to an audience of evaluators. By neutralizing guilt feelings,
offenders do not feel accountable, ashamed or responsible (Chen and Moosmayer,
2020).
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Thus, accounts, neutralizations, and moral disengagement serve different func-
tions and their temporal ordering is different. Neutralizations and moral disengage-
ment involve verbalizations that actors make to themselves beforehand in order to
excuse themselves from standard moral prescriptions against certain types of unto-
ward behavior. Their function is to allow the actor to engage in deviance while still
maintaining a positive self-image (Benson, 1985; Maruna and Copes, 2005; Sykes
and Matza, 1957). Accounts, on the other hand, are presentations made after the
behavior has occurred and represent communications to others. Their function is to
protect the actor’s reputation and social standing from negative evaluations by
others. Account giving supports the human desire to maintain the perception of the
self as a rational, moral actor, an actor of integrity (Whyte, 2016). Bandura (1999)
identified the ways that corporations can disengage themselves from the harmful
consequences of their actions.

An important motive for corporate accounts is restoring stakeholder trust. Trust
is a vital element at all levels of business operations and relationships, and the con-
cept of trust is, “a psychological state comprising the intention to accept vulnerabil-
ity based upon positive expectations of the intentions or behavior of another”
(Rousseau et al., 1998: 395). Trust grows over time but is easily destroyed and diffi-
cult to repair (Kraus et al., 1992).

“A crisis with higher situational attributions of responsibility should be matched
with a response strategy that accepts more responsibility” (Bundy and Pfarrer, 2015:
353), and “in the latter stages of a crisis, a truly misleading defensive strategy may
offer few benefits” (Bundy and Pfarrer, 2015: 363). When we compare corporations’
initial reactions to exposure of wrongdoings, we have to keep in mind that much
more information might be available at later stages. Uniformed individuals deliver
their initial accounts with their own reputational interests in mind. What is later con-
tained in internal reports of investigations that corporate leaders have commissioned
normally has a much more solid information base compared to the onset of a crisis.
The interests of the organization may have diverged from those of the individuals
who first responded to the crisis. Complete knowledge of responsibility is rare at the
onset of a crisis, and it may take a long time before an organization and stakeholders
agree on the facts. In the beginning, there are mainly rumors, allegations, and per-
ceptions of what happened, how it happened, who did what to make it happen or
not happen, and why it happened. Uncertainty decreases over time and consequently
the space for making sense of events is reduced (Bundy and Pfarrer, 2015: 364): “An
organization therefore may switch its response strategy based on new information
and feedback from evaluators.”

A later corporate account that is significantly different from an early account —
sometimes leading to dismissal of executives and board directors (Ghannam et al.,
2019) - is not necessarily a result of manipulation or other unethical communication
strategies. It might as well be the case that new information gave reason to communi-
cate an updated corporate account. The release of authoritative information that
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conflicts with an organization’s initial response can trigger a switch in a corporate
account (Bundy and Pfarrer, 2015: 364): “Because such information is difficult to con-
test, it is likely that any organization would alter its message to be consistent with
the message evaluators will perceive as more credible.”

Nevertheless, an organization may face extreme reactions to its switching response
strategies, especially when a switch comes as a major surprise. A non-consistent re-
sponse throughout a scandal can itself increase the loss of social approval for the orga-
nization. In contrast, consistent corporate accounts throughout the scandal might
create trust in the organizational handling of the crisis. The design of our study in this
chapter serves to determine how the accounts of corporations mired in scandals actu-
ally do change over time.

However, as we showed in the previous chapter, initial accounts sometimes ap-
peared more as obfuscations rather than as denials, justifications, excuses, or apol-
ogies. By obfuscation, we mean that the initial public statements neither admit nor
deny that anything untoward has happened. Rather, the statement vaguely sug-
gests that something may have happened, but nobody knows for sure because de-
tails of the event are missing.

Response Match Research Method

The research method applied in this empirical study of news reports as well as in-
vestigation reports is content analysis (Bell et al., 2018; Saunders et al., 2007), as
described in the previous chapter. Content analysis is any methodology or proce-
dure that works to identify characteristics within texts attempting to make valid in-
ferences (Krippendorff, 1980; Patrucco et al., 2017). Content analysis assumes that
language reflects both how people understand their surroundings and their cogni-
tive processes. Therefore, content analysis makes it possible to identify and deter-
mine relevant text in a context (McClelland et al., 2010).

As mentioned in the previous chapter, private and public organizations often hire
fraud examiners from global auditing firms and local law firms to investigate suspi-
cions of executive deviance related to white-collar crime (Brooks and Button, 2011;
Button et al., 2007a, 2007b; Button and Gee, 2013; Schneider, 2006; Williams, 2005,
2014). At the end of their inquiry, fraud examiners write a report of investigation and
hand it over to the client organization as their property. Unfortunately, clients tend to
keep reports secret (Gottschalk and Tcherni-Buzzeo, 2017). Only a few reports are pub-
licly available, and they are often hard to find. After searching the Internet for some
time, we were able to identify and retrieve 20 reports written in English. Seven of the
reports were focusing on individual wrongdoing rather than corporate wrongdoing.
Thirteen reports were focusing on corporate scandals. Table 4.1 summarizes these
thirteen cases in terms of internal investigations of corporate scandals.
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Table 4.1: Corporate investigations because of corporate scandals.

CORPORATE INVESTIGATION

CORPORATE SCANDAL

Canada: Town of Pelham was involved in
irregular payments in a development
project. KPMG (2017) conducted a fraud
examination and wrote an investigation
report to explain how irregular payments
occurred. The report is 100 pages.

Cover-up of Can$17 million dollars in
unaccounted debt.

Denmark: Danske Bank’s Estonian
branch was involved in a money
laundering scandal. Non-residents used
the bank to transfer criminal proceeds.
Danish law firms Bruun Hjejle (2018)
conducted a fraud examination and
wrote an investigation report about the
non-resident portfolio at Danske Bank’s
Estonian branch. The report is 87 pages.

Money laundering of crime proceeds
from Russia.

Japan: Olympus Corporation was
involved in an accounting scandal where
losses for failing financial investments
remained hidden in worthless credits.
Auditing firm Deloitte (2011) conducted
a fraud examination and wrote an
investigation report about inappropriate
accounting. The report is 243 pages.

Fraud scheme of investment accounting
violating Financial Instruments and
Exchange Act and Companies Act. It was
a “tobashi” scheme, which is a type of
financial fraud where a client’s losses
hide in an investment firm by shifting
them between the portfolios of other
(genuine or fake) clients.

Japan: Toshiba Corporation was also
involved in an accounting scandal where
work in progress and finished goods were
inflated thus assigned higher values.
Auditing firm Deloitte (2015) conducted a
fraud examination and wrote an
investigation report about inappropriate
accounting. The report is 90 pages.

Accounting fraud that was overstating
profits by US$1.2 billion.

New Zealand: Fuji Xerox was involved in
aggressive sales practices coupled to
inappropriate accounting where customers
felt forced to sign new contracts before old
contracts had expired, and new contracts
entered accounting as sales. Auditing firm
Deloitte (2017) conducted a fraud
examination and wrote an investigation
report about inappropriate sales and
accounting practices. The report is 89
pages.

Inappropriate accounting practices
overstating profits and illegal credit
risks.
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Table 4.1 (continued)

CORPORATE INVESTIGATION

CORPORATE SCANDAL

Nigeria: NNPC is the national petroleum
company in Nigeria. The company
withheld transfers of oil revenues to the
government and claimed it covered
costs. Auditing firm PwC (2015)
conducted a fraud examination and
wrote an investigation report on financial
transactions between the company and
the government. The report is 199 pages.

Crude oil revenues generated by the
corporation withheld or unremitted to
the federal accounts. A former governor
of the Central Bank of Nigeria, Lamido
Sanusi, raised the allegation that a huge
amount had disappeared.

Norway: Telenor in Norway was a major
shareholder of VimpelCom, which was
involved in a corruption scandal in
Uzbekistan to obtain mobile phone
licenses. Auditing firm Deloitte (2016)
conducted a fraud examination and
wrote an investigation report about
reluctance among Telenor executives to
react on information from whistleblowers
regarding the corruption scandal. The
report is 54 pages.

VimpelCom involved in corruption in
Uzbekistan, and Telenor knew about it.

Sweden: Nordea is a bank in Sweden.
The bank has a subsidiary in
Luxembourg. When the Panama Papers
revealed money flows to and from tax
havens, investigative journalists
discovered misconduct in Luxembourg.
For example, the bank backdated
contracts for customers for tax evasion
purposes. Law firm Mannheimer
Swartling (2016) conducted a fraud
examination and wrote an investigation
report on the bank practice of wealth
management for its customers. The
report is 42 pages.

Illegal backdating of contracts and tax
evasion revealed in the Panama Papers
from tax havens.

USA: Lehman Brothers went bankrupt
because of deviant risk taking in
financial operations. Jenner Block (2010)
conducted a fraud examination and
wrote an investigation report about bank
practices. The report is 239 pages.

Misconduct but no crime related to
fiduciary duty of care by failing to
observe risk management, went
bankrupt.
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CORPORATE INVESTIGATION

CORPORATE SCANDAL

10

USA: General Motors were reluctant to
correct ignition switch failure for financial
reasons. Jenner and Block (2014)
conducted a fraud examination and wrote
an investigation report about management
practices. The report is 325 pages.

Disregard of ignition switch failure in
Cobalt car that caused injuries and
deaths, reluctance to correct for financial
reasons.

11

USA: WorldCom went bankrupt after
inappropriate accounting to keep the
share price at a level acceptable to the
CEO, who had deposited his shares in a
bank for loans to finance private
properties. Auditing firm PwC (2003)
conducted a fraud examination and wrote
an investigation report about the collapse
of WorldCom. The report is 345 pages.

Fraud and conspiracy at false financial
reporting, went bankrupt

12

USA: Wells Fargo’s Community Bank had
aggressive sales practices where bank
customers received services that they
had not ordered. Law firm Shearman
Sterling (2017) conducted a fraud
examination and wrote an investigation
report about management and
employees in the sales model. The report
is 113 pages.

Improper and unethical sales practices
violating specific statutory provisions

13

USA: Enron Corporation went bankrupt
after inappropriate accounting practices.
Enron was an energy, commodities, and
services company. A whistleblower
revealed that Enron’s reported financial
condition reflected an institutionalized,
systematic, and creatively planned
accounting fraud, known since as the
Enron scandal. Law firm Wilmer Cutler
Pickering (2003) conducted a fraud
examination and wrote an investigation
report about illegitimate accounting
practices. The report is 218 pages.

Misleading and illegal practices to hide
and embezzle funds, securities and wire
fraud.

We were also interested in the initial corporate account concerning each scandal,

as listed in the previous chapter. Initial accounts are important, because stakeholders
as well as the public quickly begin to associate a crisis with an individual organiza-
tion, such as the Enron scandal (Bundy and Pfarrer, 2015). An organization’s initial
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response is influential in anchoring first impressions externally. The initial account
might be an active statement about unknown internal circumstances, or a response
to allegations already out there in the public. We needed to find the very first corpo-
rate communication about the scandal and decided to use the first media coverage of
a corporate message as the initial corporate account. As argued by Bundy and Pfarrer
(2015), social disapproval of corporate crisis emerge in negative media coverage that
challenges, criticizes, or condemns an organization’s activities, behaviors, or values.

As described in the previous chapter, we identified the university library system
of databases as a reliable source, where we selected the database ‘Newsbank’ with
the function ‘Access World News’ (AWN), which archives stories from thousands of
U.S. and global news sources. The stories form a written history of an event as it
occurs (Newsbank, 2018). We applied the feature ‘More Search Options’ to enter
keywords regarding corporation, executive, misconduct, and year. We scrolled
backwards in the search results to the very first news article mentioning the scandal
in terms of a statement from the organization. In addition, from the investigation
reports it was possible to identify approximately, when news about the scandals
first appeared in the media.

Response Match Research Findings

This chapter addresses the following research question: How close are corporations
in their crisis-response match or mismatch in their corporate accounts of financial
misconduct and crime scandals? A previous table in this book has illustrated in
qualitative text terms the extent of match or mismatch between initial corporate ac-
counts and investigation accounts. We assume that investigation accounts repre-
sent perceptions in the public in terms of corporate responsibility for a deviant act,
while initial corporate accounts represent a response strategy from the organization
that is attempting to prevent or limit the loss of social approval, legitimacy, and
reputation.

To enable a quantitative analysis, we apply a figure suggested by Bundy and
Pfarrer (2015), where it is possible to combine situational attributions with response
strategy as illustrated in Figure 4.1.

We define an arbitrary scale for both situational attributions and responses. Situa-
tional attribution can range from 1 (fraud examiners conclude that the corporation has
no responsibility for the event) to 5 (fraud examiners conclude that the corporation car-
ries full and complete responsibility for the event). Corporate response can range from
1 (corporation denies any responsibility for the event) to 5 (corporation acknowledges
full and complete responsibility for the event). The difference between these two num-
bers for each case represents the extent of match. Zero is the ultimate match, while
four is a complete mismatch.
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Figure 4.1: The crisis-response match (adapted from Bundy and Pfarrer 2015).

The numbers in Table 4.2 are simple estimates based on research knowledge
about each case. The numbers represent exploratory research that need confirma-

tion by multiple raters of the same thirteen case studies in future research.

Table 4.2: Results of simple rating of response-attribution match.

# Business Response Attribution Match
1 Town of Pelham expansion in Canada (KPMG, 2017) 1 2 1
2 Danske Bank in Denmark (Bruun Hjejle, 2018) 2 5 3
3 Olympus Corporation in Japan (Deloitte, 2011) 1 4 3
4 Toshiba Corporation in Japan (Deloitte, 2015) 2 4 2
5 Fuji Xerox Corporation in New Zealand (Deloitte, 2017) 3 4 1
6 Nigerian National Petroleum Corporation in Nigeria (PwC, 2015) 1 2 1
7 VimpelCom by Telenor in Norway (Deloitte, 2016) 2 3 1
8 Nordea bank in Sweden (Mannheimer Swartling, 2016) 2 4 2
9 Lehman Brothers in the USA (Jenner Block, 2010) 3 2 -1
10 General Motors in the USA (Jenner Block, 2014) 2 5 3
11 WorldCom Corporation in the USA (PwC, 2003) 2 5 3
12 Wells Fargo’s Community Bank in the USA (Shearman Sterling, 1 4 3
2017)
13 Enron Corporation in the USA (Wilmer Cutler Pickering, 2003) 1 5 4
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Figure 4.2 illustrates the numbers in Table 4.2, where five out of thirteen corpo-
rate accounts are within the match zone of conformity. The figure is interesting, as all
strategies for corporate responses were defensive, while most situational attributions
tended to be medium or high. The figure illustrates the idea suggested by Bundy and
Pfarrer (2015) that an accommodative response strategy as such is of no value. The
response strategy has to be adapted to the situational attributions by others to be suc-
cessful. Corporate accounts that match external expectations can minimize the loss
of social approval, legitimacy, and reputation.
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Figure 4.2: The crisis-response match for our sample based on simple rating.

It is important to emphasize that the numbers in Table 4.2 and Figure 4.2 are only
exploratory to illustrate the possibility of analyzing corporate responses to scandals
by comparing responses at two different points in time by the corporations and
their investigators respectively.

We can expand our empirical study by including the variable of information
increase followed by a subsequent uncertainty reduction. As argued by Bundy
and Pfarrer (2015), initial corporate accounts occur at the onset of a crisis, where a
high level of uncertainty both internally and externally is common. As a crisis
evolves and the scandal grows in size, more information will usually emerge. An
organization may therefore switch its response, especially when information that
is more credible becomes available. The report prepared by external investigators
hired by the company presents the kind of credible and authoritative information
that might conflict with an organization’s initial framing of the event. If the inves-
tigators have detected information that the organization had no way of knowing,
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Table 4.3: Effect of information correction on response-attribution match.

# Business Scandal New Revised
Response Examination Response
Match Information  Match
1 Town of Pelham expansion in Canada (KPMG, 2017) 1 0 1
2 Danske Bank in Denmark (Bruun Hjejle, 2018) 3 1 2
3 Olympus Corporation in Japan (Deloitte, 2011) 3 0 3
4 Toshiba Corporation in Japan (Deloitte, 2015) 2 0 2
5 Fuji Xerox Corporation in New Zealand (Deloitte, 2017) 1 0 1
6 Nigerian National Petroleum Corporation in Nigeria 1 1 0
(PwC, 2015)
7 VimpelCom by Telenor in Norway (Deloitte, 2016) 1 1 0
8 Nordea bank in Sweden (Mannheimer Swartling, 2016) 2 1 1
9 Lehman Brothers in the USA (Jenner Block, 2010) -1 0 -1
10 General Motors in the USA (Jenner Block, 2014) 3 0 3
11 WorldCom Corporation in the USA (PwC, 2003) 3 0 3
12 Wells Fargo’s Community Bank in the USA (Shearman 3 1 2
Sterling, 2017)
13 Enron Corporation in the USA (Wilmer Cutler Pickering, 4 0 4
2003)

then information shortage rather than deception caused the initial response to be
different from examiners conclusions.

We introduced this information in our analysis by reviewing the investigation
reports to determine whether new significant information emerged after the initial
exposure of the scandal. Our content analysis here focuses on determining whether
the reports use information from sources, such as documents, accounts, and inter-
views that seemed unknown to the corporation at first. We introduce the new infor-
mation variable in Table 4.3. A zero in the column for new information indicates
that no significant new information is present in a report after fraud examination. A
one in the column indicates that some new information emerged. The third column
indicates a corrected crisis-response match where we subtracted the new informa-
tion number from the initial crisis-response match.

Based on available information from investigation reports and the media, the
analysis shows that that significant new information emerged in five of our twelve
cases. Consequently, the response match improves for these cases as illustrated in
Figure 4.3. This result suggests that in at least some of the cases examined here, the
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initial response from corporate agents was in some way deceptive. In other words,
at some level of the organization, managers understood the nature of the scandal,
but corporate agents did not necessarily know and chose to engage in impression
management and present the scandal in such a way that its potential negative ef-
fects on the organization’s reputation would be minimized.
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Figure 4.3: Corrected crisis-response match for our sample based on simple rating.

Theoretical Contribution

This and the previous chapter present and analyze accounts from thirteen corporate
scandals based on Bundy and Pfarrer’s (2015) zones of conformity. What emerges
from our empirical study is the impression of convenience when corporations at-
tempt to tackle an evolving scandal in their communications (Chan and Gibbs,
2020; Gottschalk, 2020; Hansen, 2020; Kireenko et al., 2019; Braaten and Vaughn,
2019). Convenience is a term used to describe the potential savings in time and ef-
fort, as well as the potential avoidance of suffering and pain (Engdahl, 2015). Con-
venience is the state of being able to proceed with something with little effort or
difficulty, avoiding pain and strain (Mai and Olsen, 2016). A convenience-oriented
person is one who seeks to accomplish a task in the shortest time with the least
expenditure of human energy (Berry et al., 2002).

Convenience orientation varies among entities, as some are more concerned
than others are about time saving, effort reduction, and pain avoidance (Higgins,
1997). Convenience comes at a potential cost to the entity in terms of the likelihood
of detection of more serious wrongdoing over time. In other words, reducing time
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and effort now entails a greater potential for future cost. Paying for convenience is
a way of phrasing this proposition (Farquhar and Rowley, 2009).

Convenience is a phenomenon that most of us practice in many aspects of human
life. For example, convenience stores and convenience shopping is associated with
easy access to goods and services (Sari et al., 2017). A theory of convenience applies
to a number of areas where people prefer alternatives that are associated with savings
in time and effort, and with avoidance of pain and problems. For example, a conve-
nience theory of cheating suggests that cheating is a preferred alternative in certain
situations. Convenience is an explanation for white-collar crime. Convenience mani-
fests itself in the financial motive, the organizational opportunity, and the personal
willingness for deviant behavior.

Sundstrom and Radon (2015) argue that a convenient individual or organization
is not necessarily neither bad nor lazy. On the contrary, people see it as smart and
rational to be convenient. From a resource matching perspective, convenience di-
rectly relates to the amount of time and effort (resources) that you have to dedicate
to accomplish a task. However, convenience is a more comprehensive construct
than simply examining ease of use perceptions that also addresses the amount of
effort in an interaction. Ease of use is the degree to which an alternative action is
free of effort. Convenience addresses the time and effort exerted before, during, and
after an action or avoidance of action (Collier and Kimes, 2012).

As a relative construct, convenience is in line with decision-making among al-
ternatives, where accounts can imply denial, justification, excuse or apology. What
is considered most convenient is decided by the corporation (Chan and Gibbs,
2020; Gottschalk, 2020; Hansen, 2020; Kireenko et al., 2019; Braaten and Vaughn,
2019). Because of the overwhelming workload combined with a need to prioritize
own time, convenience is often at the core of thinking among chief executives in
organizations (Bigley and Wiersma, 2002).

The theory of accounts initially described and explained how individual actors
react when people observe or accuse them of behaving in an untoward manner. Ac-
cording to the theory, accounts are crucial to maintaining social order, because they
help smooth over conflict and dissension that may arise when someone behaves in
an abnormal or unexpected way. For example, as individuals, people expect us to
obey the law and when we do not, we have to in some way justify, excuse, or apolo-
gize for our infractions if we hope to have any chance of receiving trust and accep-
tance from others in the future. As with individuals, business corporations find a
multitude of social and legal expectations in their surroundings. For instance, among
other things, they face the expectation to conduct their businesses honestly, to treat
their customers, employees, investors, and competitors fairly, and not to damage the
environment excessively. When they violate these expectations, they face a potential
loss of social approval and acceptance. Hence, like individuals, they must in some
way account for their indiscretions when they become public.
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In this and the previous chapter, we have shown that when corporations fall
into scandals, they initially pursue one of three strategies to account for their ac-
tions — denial of wrongdoing, obfuscation, or denial or responsibility. In our sam-
ple of twelve cases, these initial responses were not successful in that they did not
quell public interest and condemnation of the corporations involved. So, the cor-
porations eventually appointed or hired outsiders to investigate the scandals and
prepare reports that in theory were supposed to fully explain what happened and
why. These reports can be treated as accounts that are similar to the accounts de-
veloped by individuals, but they also have unique characteristics in that the ac-
count is not prepared directly by the actor and because corporations can do
something that individuals cannot do when they apologize, and that is literally to
split themselves in two.

Corporate entities can apologize for wrongdoing, while at the same time blam-
ing it on individual members. Hence, the entity survives but not some of its individ-
ual members. In our sample, this was a common pattern. In our view, this pattern
differs in an important way from accounts of atrocities that political entities tend to
provide.

As Cohen (2001: 77) notes, when political entities must account for their in-
volvement in an atrocity, they develop accounts that mirror the internal logic of in-
dividual accounts. They put forth narratives that acknowledge that something has
happened, but they refuse to accept how outsiders are characterizing the act or
their role in it. For example, officials of the U.S. government have disputed that
waterboarding is “torture” (Beam, 2008; DeFrank, 2009). Members of political enti-
ties also frequently deny knowledge of an atrocity as a way of denying responsibil-
ity for it (Cohen, 2001). What political entities do not is to apologize for the atrocity.
At least they do not apologize within a contemporary period, though they may apol-
ogize after enough time has passed so that all of the original participants are either
dead or out of office. For example, it was not until 2008 that the U.S. House of Rep-
resentatives passed a resolution apologizing for the enslavement and racial segre-
gation of African Americans.

Like political entities, corporations start by denying responsibility or disputing
the characterization of a wrongful act. However, unlike political entities, they often
later acknowledge their wrongdoing, apologize for it, and resolve to mend their
ways going forward (Schoultz and Flyghed, 2019a, 2019b). As proof of their sincer-
ity, corporations reassign, degrade or fire previously trusted senior leaders. It is be-
yond the scope of the present research to theorize fully why this happens, but we
speculate that a root cause involves the difference between citizens and consumers.
Nationhood represents an important aspect of the identities of citizens, so when po-
litical leaders acknowledge and apologize for wrongdoings, it reflects negatively on
the identities of its citizens. Thus, political leaders must be exceedingly careful
about acknowledging wrongdoing. On the other hand, the identities of consumers
connect less strongly to the companies they trade with than are the identities of
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citizens in their nations. Hence, corporations can afford to apologize without worry-
ing about offending their customers; indeed, they often must do so, if they want to
keep consumers happy.

Future Research Ideas

It is important to acknowledge limitations to the presented research. There is a
small sample of cases, which necessarily makes our results provisional. Future re-
search should expand the number of cases. In addition, our sample was limited to
cases in which a formal investigative report was produced and released, and not all
scandals end with formal reports. There may be something unique about the scan-
dals examined here in that they led to formal reports, and this same factor may
have influenced the nature of the accounts provided by the corporate entities. A po-
tential avenue for future researchers is to investigate whether information on the
evolution of corporate accounts can be traced in the news media even if there is no
formal report and then linked to the theoretical perspective advanced by Bundy
and Pfarrer (2015).

Future research needs to apply a multiple-rater approach to a more thoroughly
developed scale. Future research also needs to verify the underlying assumption
suggested in a research proposition by Bundy and Pfarrer (2015: 357):

The more an organization’s response strategy matches evaluators’ situational attributions of
crisis responsibility, the lower the mean and variance of social approval loss.

The research article by Bundy and Pfarrer (2015) is a purely theoretical paper pre-
senting four research propositions. This chapter has demonstrated a potential path
to conduct an empirical test of their crisis-response match figure.

There are thus several more avenues for future research. First, it is the use of an
opportunistic sample. We have provided no reason for the 13 cases selected or their
representation across countries, simply because we have no reason for it either
than this is what we found. Furthermore, there is a need for a stronger theoretical
motivation for this kind of study, and the current research does not address most of
the literature on white-collar crime. Our approach may seem a very narrow one that
limits the overall contribution of this study to the broader field of criminology.

Based on a theoretical article published in the “Academy of Management Re-
view” regarding social approval loss after corporate scandals (Bundy and Pfarrer,
2015), this chapter has illustrated how corporate accounts in the media and in fraud
investigations might empirically test suggested research ideas. Specifically, the cri-
sis-response match is an interesting combination of initial corporate responses and
later findings by fraud examiners. Based on a simple rating scheme, we find that
five out of thirteen organizations were in the match zone of conformity. It is interest-
ing to note that the initial response strategy suggested is not to be as accommodative
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as possible. Rather, minimization of social approval loss occurs if the initial response
matches situational attributions from stakeholders and the public.

An avenue for future research might be to study corporate responses as a reac-
tion to media coverage. In the current research, corporate responses are mainly
driven by internal politics, blame games and surfacing of new information. Gam-
ache and McNamara (2019: 920) suggest there is a reciprocal effect where media
coverage influences the targets of the coverage:

The reciprocal effects model views the relationship between the media and the subject of
media coverage as having feedback, or reciprocal, effects. (. . .)

The reciprocal effects model includes both direct and indirect effects. The central mechanisms
suggest that the behavior of media subjects stimulate media reports, which in turn directly influ-
ence the cognitions, appraisals, emotions, and behaviors of those subjects. Subjects of negative
media coverage pay close attention to media assessments and tend to overestimate the influence
of these reports. Indirect effects come from the influence that the media has on the general pub-
lic and other stakeholders who, in turn, influence the media subjects. Finally, the effects of the
media coverage shape the subjects’ subsequent decisions and action.

Gamache and McNamara (2019: 921) suggest that the reciprocal effects model is par-
ticularly important for exploring the impact of negative media coverage, which is
certainly the case when corporate white-collar crime scandals become publicly
known:

The negativity effect suggests that negative information has a greater impact on people than
equally intense positive information, or, in short, that “bad is stronger than good”. Bad news
or negative feedback is more impactful than good information in part because bad information
is processed more thoroughly. This is believed to be primarily a result of evolutionary pro-
cesses, as bad news is more closely associated with survival threats. Importantly for the media
context, negative information is likely to be more salient when both positive and negative in-
formation is available.

Another potential avenue for future research also stimulated by Gamache and
McNamara (2019: 921) is their suggestion that executives “have been known to dis-
tance themselves from journalists who provide negative coverage of the firm”. One
motive for such executive behavior might be that negative media coverage can have
a widespread impact even in shaping customer disloyalty and employee amoral.
However, the strategy of ignoring negative journalists can jeopardize the scandal as
the communication disappears far out of the match zone of conformity.

A third potential avenue for future research, again stimulated by Gamache and
McNamara (2019: 936), is their suggestion that temporal focus shapes how much an
organization pays attention to negative media reactions:

More specifically, we argue and find that CEOs high in past focus tend to be highly influenced
by negative media coverage while this coverage has a substantially lower influence on CEOs
high in future focus.
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Translated into our context of accounts, this finding suggests that it might be easier
to move into the match zone of conformity for organizational spokespersons when
they represent a corporate culture of strong future focus.

An interesting avenue for future research is financial restatements as a cri-
sis-response strategy to improve the extent of match between situational attribu-
tions and corporate responses. Following the Sarbanes-Oxley Act in the United
States two decades ago, the number of financial restatements increased dramati-
cally. Each restatement indicates that financial information previously issued by
management and relied upon by investors and other stakeholders, was incorrect
(Cianci et al., 2019: 299):

Restatements, by definition, indicate that a previous earnings report, thought to be correct,
was, in fact, materially misstated. Because company management is responsible for preparing
financial statements, the occurrence of a restatement is indicative of a reporting failure by
company management, which, in turn, raises concerns about the financial reporting process
and the individuals responsible for that process. In this way, restatements, especially those
involving intentional misstatements (i.e., fraud), erode trust in company management and
damage management’s reputation.

In our perspective of obtaining match and avoiding mismatch by entering the
match zone of conformity, financial restatements can just as well represent a mis-
match contribution as a match contribution, since surprising restatements are likely
to cause an increase in situational attributions. Cianci et al. (2019) studied how in-
vestors respond to restatements. They found that corporate pe-restatement reputa-
tion and post-restatement announcement of corrective actions combine to influence
investors’ corporate fraud prevention assessments, which in turn mediate investors’
degree of trust in the corporation (Cianci et al., 2019: 306):

Specifically, when management does not announce a corrective action in response to a restate-
ment, investors trust management with a poor pre-restatement reputation less than manage-
ment with a good pre-restatement reputation because investors do not believe that such
management values preventing fraud.

Thus, it appears that corporate pre-restatement reputation and corporate an-
nouncement of corrective actions in response to a restatement can act to deter-
mine investors’ situational attributions concerning the scandal. Pre-restatement
corporate reputation and the announcement of corporate corrective actions can
lessen the negative consequences from issuing a restatement and thereby reduce
the mismatch and potentially help the match depending on a number of other
factors.

By announcement of corrective actions, the corporation attempts reputation-
building tasks such as strengthening internal governance. While such actions may
positively affect the post-restatement match, they can be costly to the corporation
(Cianci et al., 2019: 297):
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Accordingly, it is important for managers to understand the extent to which announcing such
actions, is likely to mitigate investors’ negative response to the restatement.

While there are costs associated with corrective actions, it seems to be an important
mechanism to restore investor confidence and thus reduce the mismatch and improve
the match. Corrective actions may even mitigate the damage from restatements.
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Swedish researchers Schoultz and Flyghed (2020a, 2020b, 2021) studied corporate
crime in three Swedish corporations. They identified corporate initial responses
such as “we didn’t do it” to later responses such as “we’ve learned our lesson”
(Schoultz and Flyghed, 2020a), they noticed denials and confessions (Schoultz and
Flyghed, 2020b), and they identified responses such as “we have been thrown
under the bus” (Schoultz and Flyghed, 2021).

The three companies were Lundin Petroleum, Stora Enso, and Telia Company.
Ever since Lundin Petroleum was awarded a contract for a block in southern
Sudan, the company’s operations have faced allegations of participating in crime
against humanity. A report led to the initiation of a police investigation in Sweden
into violations of international law. Stora Enso is a Finnish-Swedish paper and pulp
manufacturer operating around the world. The allegations directed at Stora Enso
involve the company’s actions in relation to local landowners in Brazil and China
(Schoultz and Flyghed, 2020a).

Telia Corporate Corruption Story

The case of Telia Company, which is the focus of this chapter, is concerned with
corporate corruption. Telia bribed the daughter of the president in Uzbekistan to
obtain licenses for mobile phone communication in the country. When detected,
Telia agreed to pay $965 million to resolve charges relating to violations of the For-
eign Corrupt Practices Act in the United States. At the same time, the public prose-
cutor in Sweden charged three executives at Telia of bribery in connection with the
company’s entry in Uzbekistan (Schoultz and Flyghed, 2020a).

Telia were not the only company bribing Gulnara Karimova, the daughter of
Uzbek president Islam Karimov. The Dutch telecommunication company Vimpel-
Com did the same, and they had to enter into a deferred prosecution agreement
with the US Department of Justice, where VimpelCom admitted, accepted, and ac-
knowledged that it was responsible for acts of its officers, directors, employees, and
agents. The Norwegian chief executive at VimpelCom, Jo Lunder was charged for
corruption by Norwegian police. Two executives at Telenor in Norway had to leave
their positions after ignoring whistleblowers from VimpelCom, where Telenor had a
substantial share of the ownership (Deloitte, 2016).

Corruption is defined as the giving, requesting, receiving, or accepting of an im-
proper advantage related to a position, office, or assignment (Ashforth et al., 2008).
The improper advantage does not have to be connected to a specific action or to not
doing this action (Artello and Albanese, 2021). It will be sufficient if the advantage
can be linked to a person’s position, office, or assignment. An individual or group
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is guilty of corruption if they accept money or money’s worth for doing something
that he is under a duty to do anyway, that he is under a duty not to do, or to exer-
cise a legitimate discretion for improper reason. Corruption is to destroy or pervert
the integrity or fidelity of a person in his discharge of duty, it is to induce to act
dishonestly or unfaithfully, it is to make venal, and it is to bribe (Lord et al., 2018).
Corruption involves behavior on the part of officials in the public or private sectors,
in which they improperly and unlawfully enrich themselves and/or those close to
them, or induce others to do so, by misusing the position in which they are placed.
Corruption is an undesirable and destructive aspect of social life (Pertiwi, 2018).
Corruption covers a wide range of illegal activity such as kickbacks, embezzlement,
and extortion. Corruption entails “mistreatment of suppliers, customers, or compet-
itors” (Kolthoff, 2020: 434).

In 2006, Telia sought to expand into the central Asian telecommunications mar-
ket (Schoultz and Flyghed, 2020b: 4):

The growth strategy was well-anchored in Telia and among the company’s owners, which
include the Swedish state. Telia entered Uzbekistan in 2007, a country controlled by the au-
thoritarian President Islam Karimov and his family (up until his death in 2016), who over
the years has been shown to have very little respect for human rights. Uzbekistan was
known as a country in which it was almost impossible to implement international invest-
ments without the involvement of the governing regime. In information presented to the
Telia board in 2007, Uzbekistan was described “as the most difficult and politically most
uncertain country” but was at the same time understood to be the “commercially most
interesting”.

As a result of the region’s human rights record, Telia’s presence in Uzbekistan was from the
start criticized by human rights organizations, investors and the Swedish media. The criticism
related to Telia’s partner in Uzbekistan and this partner’s connections with president Karimov,
also to claims that Telia’s equipment was being used for the purpose of surveilling the political
opposition in several authoritarian countries.

Telia’s response to the allegations involved a wide range of neutralizations and de-
nials as described later in this chapter. The company stated that they were aware of
the corruption problems in Uzbekistan while at the same time giving assurance s
that the company had zero tolerance for corruption (Schoultz and Flyghed, 2020b).

The Telia corruption case was detected by investigative journalists at the Swed-
ish public broadcasting corporation. Then the Telia affair in Uzbekistan became a
public scandal in 2012 (Schoultz and Flyghed, 2020b: 5):

Following revelations focused on how the company was participating in surveillance opera-
tions conducted by the secret services linked to several oppressive regimes, the investigative
TV shows moved on to look at the 2007 acquisition by Telia of a 3G license, frequencies and
number series, in order to become established as a telecom operator in Uzbekistan. Informa-
tion was presented describing extensive financial transactions with a letter-box entity, Taki-
lant. The journalists could show that Takilant was owned by an assistant to the president’s
daughter, Gulnara Karimova. By the time that Telia purchased the license in Uzbekistan,
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Gulnara Karimova’s racketeering activities in the telecommunications market had been docu-
mented in several high-profile news publications.

Convenient Financial Motive

The financial motive for Telia was to make money in Uzbekistan by providing mo-
bile phone services in the country. In many organizations, ends justify means
(Campbell and Goritz, 2014). If ends in terms of ambitions and goals are difficult to
realize and achieve in legal ways, illegal means represent an alternative in many
organizations (Jonnergard et al., 2010). Among most executives, it is an obvious ne-
cessity to achieve goals and objectives, while it is an obvious catastrophe failing to
achieve goals and objectives. Welsh and Ordonez (2014) found that high perfor-
mance goals cause unethical behavior. Dodge (2009: 15) argues that it is tough ri-
valry making executives in the organization commit crime to attain goals:

The competitive environment generates pressures on the organization to violate the law in
order to attain goals.

Individual executives would like to be successful, and they would like their work-
place to be successful. Being associated with a successful business is important to
the identity of many executives. They explore and exploit attractive corporate eco-
nomic possibilities in both legal and illegal ways, so that their organization can
emerge just as successful, or as even more successful, than other organizations.
Profit orientation becomes stronger in goal-oriented organizations whose aim tends
to be an ambitious financial bottom line. A strong emphasis on goal attainment
might indeed lead organizational members to engage in illegal acts (Kang and Tho-
suwanchot, 2017). The corporate crime motive for Telia was possibilities for profits
as illustrated in Figure 5.1.

Convenient Organizational Opportunity

The organizational opportunity to involve themselves in corruption was based on
legitimate access to crime resources as illustrated in Figure 5.1. A white-collar of-
fender has typically legitimate access to resources to commit and conceal crime
(Williams et al., 2019). A resource is an enabler applied and used to satisfy human
and organizational needs. A resource has utility and limited availability. A white-
collar offender has usually access to resources that are valuable (application of the
resource provides desired outcome), unique (very few have access to the resource),
not imitable (resource cannot be copied), not transferrable (resource cannot be re-
leased from context), combinable with other resources (results in better outcome),
exploitable (possible to apply in criminal activities), and not substitutable (cannot
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be replaced by a different resource). According to Petrocelli et al. (2003), access to
resources equates access to power. Others are losers in the competition for resour-
ces (Wheelock et al., 2011). In the conflict perspective suggested by Petrocelli et al.
(2003), the upper class in society exercises its power and controls the resources.

Opportunity is dependent on social capital available to the criminal. The struc-
ture and quality of social ties in hierarchical and transactional relationships shape
opportunity structures. Social capital is the sum of actual or potential resources ac-
cruing to the criminal by virtue of his or her position in a hierarchy and in a net-
work. Social capital accumulated by the individual in terms of actual and potential
resources, which are accessible because of profession and position, creates a larger
space for individual behavior and actions that others can hardly observe. Many ini-
tiatives by trusted persons in the elite are unknown and unfamiliar to others in the
organization. Therefore, white-collar criminals do not expect consequences for
themselves.

Berghoff and Spiekermann (2018: 291) argue that all economic transactions de-
pend on a certain degree of trust, without which transaction costs would simply be
too high for economic activity:

White-collar criminals abuse the good faith of various stakeholders, from customers to the
general public, from shareholders to the authorities. Therefore, white-collar crime often coin-
cides with the breach of trust.

Offenders take advantage of their positions of power with almost unlimited author-
ity in the opportunity structure (Kempa, 2010), because they have legitimate and
often privileged access to physical and virtual locations in which crime is commit-
ted, are totally in charge of resource allocations and transactions, and are success-
ful in concealment based on key resources used to hide their crime. Offenders have
an economic motivation and opportunity (Huisman and Van Erp, 2013); linked to
an organizational platform and availability, and in a setting of people who do not
know, do not care or do not reveal the individual(s) with behavioral traits who com-
mit crime. Opportunity includes people who are loyal to the criminal either as a fol-
lower or as a silent partner, for example, when the follower perceives ambitious
goals as invariable.

As illustrated in Figure 5.1, Telia attempted to conceal corruption in criminal
market structures dominated by corruption. Criminal market structures cause exter-
nal collapse. Collapse represents a convenient situation for everybody ready to com-
mit white-collar crime. Some industries have criminal market structures, where a
corporation simply adapts to illegitimate practices (Chang et al., 2005; Geest et al.,
2017).
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Convenient Deviance Willingness

The executive decision to bribe the president’s daughter was a rational choice. Ra-
tionality here means that expected benefits exceed expected costs, where detection
consequences including potential punishment are cost elements that are multiplied
by the low probability of detection. The rational choice assumption about offending
is based on a normative foundation where advantages and disadvantages are sub-
jectively compared (Miiller, 2018).
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Figure 5.1: Convenience themes for Telia Telecom corruption.

When there is no perceived likelihood of detection, then there is no deterrence ef-
fect to prevent offences (Comey, 2009). If there is a certain perceived likelihood,
then willingness might depend on the perceived consequences. For potential white-
collar offenders it can be frightening to think of time in jail or prison. Research has
shown that some white-collar offenders suffer from special sensitivity in prison,
while others have special resilience in prison (Logan, 2015; Logan et al. 2019),
which means that they cope better with incarceration than other inmates. Deter-
rence comes from whether or not an offender has to go to prison, rather than the
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severity of sanction in terms of imprisonment length. Generally, the severity of pun-
ishment has shown to have no effect on recidivism (Mears and Cochran, 2018).

Rational choice is concerned with benefits of crime exceeding costs (Pratt and
Cullen, 2005), where the perceived likelihood of incarceration is a cost element. An-
other cost element is media exposure, where investigative journalists often are the
first to disclose suspected white-collar crime and the offenders. Press reporters’ de-
tection of misconduct and crime “represented an important ingredient of the nine-
teenth-century newspaper” (Taylor, 2018: 346), and this is certainly also the case so
far in the twenty-first century media.

The economic model of rational self-interest is all about weighing up the pros
and cons of alternative courses of action. Organizations are less likely to comply if
they conclude that following laws and rules is less profitable than violating those
laws and rules (Peeters et al., 2020). When the desire increases, then the benefits in
the rational benefit-cost comparison increase that in turn influences willingness.
The rational choice perspective simply states that when benefits exceed costs, we
would all do it. The perspective is explicitly a result of the self-regarding preference
assumption, where rationality is restricted to self-interested materialism (Paternos-
ter et al., 2018).

The rational choice perspective suggests that anyone might be an offender when
the benefits of a crime exceed expected costs of crime (Pratt and Cullen, 2005). Ratio-
nal choice assumes that the standard economic model of individual preferences will
determine whether crime is committed. The greater the benefits of crime and the
smaller the costs of crime, the more attractive it is to commit criminal acts. The eco-
nomic model of rational self-interest does not imply that every individual in the same
situation will conclude and act in the same way. There will be different choices in the
same situation because rationality is a subjective matter. For example, the objective
detection risk will be the same for individuals in exactly the same situation, but the
subjective detection risk will vary with individual variations in risk willingness and
risk perception. Similarly, the threat of imprisonment works fewer deterrents on
some than on others. The economic perspective is thus concerned with the influence
of rational self-interest in explaining white-collar criminality (Pillay and Kluvers,
2014). The economic model of rational self-interest is all about weighing up the pros
and cons of alternative courses of actions. The model considers incentives and proba-
bility of detection (Welsh et al., 2014). This applies to both private and professional
life. Human behavior finds motivation in the self-centered quest for satisfaction and
avoidance of suffering (Hirschi and Gottfredson, 1987).

Neutralization of Corporate Crime

In their analysis of the temporalization of neutralizations of corporate crime, Schoultz
and Flyghed (2020b) found that the three Swedish companies had to work hard to
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legitimate their actions as a result of allegations of criminal activity. While Telia

moved from literal denial to confession, Lundin Petroleum stayed with its literal de-

nial in parallel with a strong condemnation of the condemners, while Stora Enso de-
nied responsibility for environmental harm. Neutralization techniques do not cause
corporate crime, but they allow it conveniently to happen.

Schoultz and Flyghed (2020a) found evidence of a number of neutralization
techniques in their analysis: denial of the act, denial of responsibility for the act,
denial of evidence, denial of involvement, avoidance and minimization of the alle-
gations, condemnation of the condemner, denial of intent, denial of control, diffu-
sion of responsibility, defense of necessity, and scapegoating. By scapegoating, the
responsibility for the act or event is transferred from the corporation to one or a few
public figures, such as dismissed senior company executives or lower-level manag-
ers. From a corporate perspective, scapegoating has been effective in several busi-
ness scandals in Sweden, where former chief executive officers had to retire with
complete attribution of blame for the scandals. Thereby, the company might claim
that the problem is solved.

The initial response by Telia executives was denial of knowledge as to who had
benefited from the purchase of 3G licenses in Uzbekistan. The immediate response
was literal denial which includes denial of the act, where the corporate action or
inaction is repudiated (Schoultz and Flyghed, 2020b).

The first theoretical approach to corporate neutralizations was developed by
Sykes and Matza (1957) who suggested five types of techniques of neutralization:
denial of responsibility, denial of injury, denial of the victim, condemnation of the
condemners, and appeals to higher loyalties. Later, the list of neutralization techni-
ques has grown, and these are the most frequently cited neutralization techniques
in the research literature for corporate offenders:

1. Disclaim responsibility for crime: Not responsible for what happened. The of-
fender here claims that one or more of the conditions of responsible agency did
not occur. The person committing a deviant act defines himself or herself as
lacking responsibility for his or her actions. In this technique, the person ra-
tionalizes that the action in question is beyond his or her control. The offender
views himself as a billiard ball, helplessly propelled through different situa-
tions. He denies responsibility for the event or sequence of events.

2. Refuse damage from crime: There is no visible harm from the action. The offender
seeks to minimize or deny the harm done. Denial of injury involves justifying
an action by minimizing the harm it causes. The misbehavior is not very serious
because no party suffers directly or visibly because of it.

3. Refuse victim from crime: There is nobody suffering from the action. The offender
may acknowledge the injury but deny any existence of victims or claims that
the victim(s) are unworthy of concern. Any blame for illegal actions are unjusti-
fied because the violated party deserves whatever injury they receive.
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Condemn those who criticize: Outsiders do not understand relevant behavior. The
offender tries to accuse his or her critics of questionable motives for criticizing
him or her. According to this technique of condemning the condemners, one
neutralizes own actions by blaming those who were the target of the miscon-
duct. The offender deflects moral condemnation onto those ridiculing the mis-
behavior by pointing out that they engage in similar disapproved behavior. In
addition, the offender condemns procedures of the criminal justice system, es-
pecially police investigation with interrogation, as well as media coverage of
the case.

Justify crime by higher loyalties: It was according to expectations. The offender
denies the act was motivated by self-interest, claiming that it was instead done
out of obedience to some moral obligation. The offender appeals to higher loy-
alties. Those who feel they are in a dilemma employ this technique to indicate
that the dilemma must be resolved at the cost of violating a law or policy. In
the context of an organization, an employee may appeal to organizational val-
ues or hierarchies. For example, an executive could argue that he or she has to
violate a policy in order to get things done and achieve strategic objectives for
the enterprise.

Claim blunder quota: It was a necessary shortcut to get things done. The offender
argues that what he or she did is acceptable given the situation and given his
or her position. The person feels that after having done so much good for so
many for so long time, others should excuse him or her for more wrongdoings
than other people deserve forgiveness. Others should understand that the al-
leged crime was an acceptable mistake. This is in line with the metaphor of the
ledger, which uses the idea of compensating bad acts by good acts. That is, the
individual believes that he or she has previously performed a number of good
acts and has accrued a surplus of good will, and, because of this, can afford to
commit some bad actions. Executives in corporate environments neutralize
their actions through the metaphor of the ledger by rationalizing that their
overall past good behavior justifies occasional rule breaking.

Claim legal mistake: This should never pop up as illegal in the first place. The of-
fender argues that the law is wrong, and what the person did should indeed not
pop up as illegal. One may therefore break the law since the law is unreasonable,
unfair, and unjustified. The offender may argue that lawmakers sometimes crimi-
nalize behaviors and sometimes decriminalize more or less randomly over time.
For example, money involved in bribing people were treated as legal expenses in
accounting some decades ago, while corruption today is considered a miscon-
duct and therefore criminalized.

Claim normality of action: Everyone else does and would do the same. The of-
fender argues that it is so common to commit the offense, so that it one can
hardly define it as an offense at all. The offense is no deviant behavior since
most people do it or would do it in the same situation. The offender might even
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suggest that what may constitute deviant behavior is when people in the same
situation obey the law.

Claim entitlement to action: It is sometimes a required behavior in this position.
The offender claims to be in his right to do what he did, perhaps because of a
very stressful situation or because of some misdeed perpetrated by the victim.
This is defense of necessity, which is a kind of justification that if the rule
breaking seems necessary in the mind of the offender, one should feel no guilt
when carrying out the action.

Claim solution to dilemma: The benefits of action outweigh costs. The offender
argues a dilemma arose whereby he or she made a reasonable tradeoff before
committing the act. Tradeoff between many interests therefore resulted in the
offense. A dilemma represents a state of mind in which it is not obvious for an
offender what is right and what is wrong to do. For example, the criminal car-
ries out the offense to prevent what seems to be a more serious offense from
happening.

Justify necessity of crime: It was necessary to carry out the offense. The offender
claims that the offense belongs into a larger picture in a comprehensive con-
text, where the crime is an illegal element among many legal elements to en-
sure an important result. The offense was a required and necessary means to
achieve an important goal. For example, a bribe represents nothing in dollar
value compared to the potential income from a large contract abroad. Alterna-
tively, a temporary misrepresentation of accounts could help save the company
and thousands of jobs.

Claim role in society: It is a natural maneuver among elite members. The offender
argues that being a minister in the government or a chief executive officer in a
global company is so time-consuming that little time is available for issues that
seem trivial. Shortcuts are part of the game. Some shortcuts may be illegal, but
they are nevertheless necessary for the elite member to ensure progress. If
someone is to blame, then subordinates are supposed to provide advice and
control what the elite member is doing.

Perceive being victim of incident: Others have ruined my life. The incident leads
to police investigation, prosecution, and possible jail sentence. Media is print-
ing pictures of the offender on the front page, and gains from crime disappear
as public authorities conduct asset recovery without considering the harm
caused to the offender. Previous colleagues and friends have left, and so has
the family. The offender perceives being a loser and made victim of those who
reacted to his crime after disclosure.

Gather support: Nobody thinks it is wrong. Most colleagues, friends, and others
in the upper echelon of society think what the offender did, is quite acceptable.
The supporters communicate to the public, the media, and others that it is ri-
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diculous that the offender becomes subject to police investigation and eventu-
ally subject to prosecution and conviction. The supporters argue that it is
completely misleading to portrait the white-collar offender as a criminal. The
supporters may suggest that the offender was unlucky and made an uninten-
tional mistake. They may argue that in the eyes of the public, the offense can
emerge as misconduct, but certainly not crime. The offender potentially made a
shortcut for very good reasons, which is tolerable and not objectionable. Given
such massive support from those who condemn the criminal justice system, the
offender gathers support that cause a fundamental reduction in his or her po-
tentially guilty mind. The guilty mind may further deteriorate as the offender
hires top defense attorneys who tell the offender that it is the state or someone
else who, without any acceptable or plausible reason, is out there to catch him
or her for an act that certainly was no crime.

15. Claim rule complexity: It is impossible to understand what is right and what is
wrong. Some laws, rules and regulations are so complex that compliance is ran-
dom. The regulatory legal environment is supposed to define the boundaries of
appropriate organizational conduct. However, legal complexity is often so ex-
treme that even specialist compliance officers struggle to understand what to
recommend to business executives in the organization.

Lehman et al. (2019: 6) define rule complexity in terms of components and
connections:

First, a rule is more complex to the extent that it comprises more components that together
describe the actions and outcomes necessary for compliance. A rule with a high number of
components contains more detail and requires more actions to constitute compliance. Second,
a rule is more complex to the extent that it has more connections to or functional dependen-
cies upon other rules in the same system. A rule with a high number of connections refers to
actions or outcomes that may be affected by activities pertaining to another rule or set of rules.

Neutralizations are not merely after-the-fact rationalizations where offenders can
live with and accept what they have done. Neutralizations imply a deterministic or
causal relationship available before the offense takes place. The use of neutraliza-
tion techniques function as a means of making it possible to commit violations
while at the same time reducing a guilt feeling (Cohen, 2001). When potential of-
fenders apply neutralization techniques in advance of potential criminal actions,
then their willingness for criminal behaviors might increase. A simple example is
speeding on the highway, where the offender can drive too fast because of neutrali-
zations such as everyone else does it, there is something wrong with the speed
limit, or nobody will get hurt anyway. Neutralizations ahead of a criminal act pro-
tect the offender from harm to his or her self-image.
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Criminal Telecom Market Activities

It was not only Telia in Sweden that sought to expand into the central Asian tele-
communications market in 2006. The Dutch telecommunications company Vimpel-
Com was active, and so was the Norwegian company Telenor. VimpelCom bribed
the daughter of the president in Uzbekistan to obtain mobile licenses similar to
Telia, while Telenor approach corrupt governments in other Asian countries such
as Bangladesh, Thailand, India, and Myanmar. When Telenor was questioned
about the business practice in Asia, the company refused to investigate, maybe be-
cause the Norwegian Sigve Brekke was promoted from the position of regional man-
ager in Asia to the position of chief executive officer at Telenor. The only internal
investigation that Telenor was forced to conduct because the Norwegian state is a
major shareholder in the company, was concerned with Telenor’s ownership in
VimpelCom through board positions in the Netherlands. Telenor sought to control
damage from bribery allegations (Hovland and Gauthier-Villars, 2015).

The description of VimpelCom’s Uzbekistan transactions by Deloitte (2016) was
based on statement of facts by United States and Dutch investigating authorities re-
lated to the settlement with VimpelCom. The statement of facts can be downloaded
from www.justice.gov/usao-sdny/file/826456/download. The statement was incor-
porated by reference as part of the deferred prosecution agreement between US De-
partment of Justice and VimpelCom, where VimpelCom admitted, accepted, and
acknowledged that it was responsible for acts of its officers, directors, employees,
and agents.

VimpelCom corruptly entered the Uzbek market in 2005 and 2006. In internal
VimpelCom documents, foreign officials were identified only as “partner” or “local
partner” rather than by name. For example, documents prepared for board meet-
ings concerning partnership agreement with a shell company referred only to a
“local partner” who was the 100% owner of the shell company. VimpelCom struc-
tured the partnership agreement to hide the bribe payments to foreign officials.

In 2007, VimpelCom arranged to pay foreign officials, through the shell com-
pany, an additional $25 million bribe to obtain 3G frequencies in Uzbekistan.
The year before, VimpelCom had paid $114 million in bribes for foreign officials’
understood influence over decisions made by the Uzbek government. Furthermore,
VimpelCom directly or through a subsidiary, entered into fake consulting contracts,
where real work did not justify the large consulting fees.

Two executives at VimpelCom closely monitored the approval process and en-
sured that the shell company was paid quickly. In 2011, the two executives received
an email showing that all approvals had been received also for the 4G consulting
agreement. The shell company never provided any legitimate consulting services to
justify its $30 million fee. In fact, the shell company’s consulting reports and pre-
sentations, which were prepared in supposed satisfaction of its obligations under
the consulting agreement, were not needed by VimpelCom, and the reports were
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almost entirely plagiarized from Wikipedia entries, other Internet sources, and in-
ternal VimpelCom documents.

While Telia admitted to charges and paid $965 million, VimpelCom entered
into a deferred prosecution agreement with the US Department of Justice and with
the prosecution service in the Netherlands, where the company paid $835 million to
the US Securities and Exchange Commission and to the public prosecution service
of the Netherlands. According to the statements of facts for the agreement, the
bribe related to the acquisition of 3G frequencies in 2007 was falsely recorded in
VimpelCom’s consolidated books and records as the acquisition of an intangible
asset, namely, 3G frequencies, and as consulting expenses.

Deloitte is a multinational professional services firm. Accountants, auditors,
lawyers, social scientists, IT specialists, engineers, and other professionals within
Deloitte conduct private investigations and forensic services as fraud examiners.
Deloitte was hired in November 2015 to investigate Telenor’s involvement in and
knowledge of VimpelCom’s corruption scandal.

VimpelCom is a global provider of telecommunications services. Most of the
company’s revenue came from Russia and Italy. In the summer of 2015, the United
States Justice Department claimed that VimpelCom used a network of shell compa-
nies and phony consulting contracts to funnel bribes to the daughter of the presi-
dent of Uzbekistan, in exchange for access to that country’s telecommunications
market. In November 2015, VimpelCom CEO, Jo Lunder, was arrested on corruption
charges in Oslo, Norway. The case alleged that in exchange for an operating li-
cense, VimpelCom funneled $57 million to Takilant, a company controlled by Gul-
nara Karimova, the daughter of Uzbek President Islam Karimov. The Securities and
Exchange Commission announced in February 2016 a global settlement along with
the U.S. Department of Justice and Dutch regulators that required telecommunica-
tions provider VimpelCom Ltd. to pay $835 million to resolve its violations of the
Foreign Corrupt Practices Act (FCPA) to win business in Uzbekistan.

Telenor is a Norwegian multinational telecommunications company. Telenor
operates in Scandinavia, Eastern Europe and Asia. The company had a 33% owner-
ship in VimpelCom Ltd.

Telenor’s board of directors assigned Deloitte to conduct a review of Telenor’s
handling of its ownership in VimpelCom including Telenor executives on the board
of VimpelCom and Telenor’s follow up as a shareholder, as well as actions and deci-
sions by Telenor representatives and Telenor employees in relation to VimpelCom’s
investment in Uzbekistan.

The investigation mandate states that the review of decisions and handling
should be based on an assessment of the context at the time the decisions were
made and take due account of the different phases of Telenor’s ownership in Vim-
pelCom. The review should cover all Telenor employees and board members.

Since the review should cover all Telenor employees and board members, De-
loitte (2016) investigators had to select. They selected the chairman of the board at
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Telenor, the chief executive at Telenor, as well as Telenor executives who had been

on the board of VimpelCom and some more Telenor executives:

— Chairman of the board at Telenor: Svein Aaser. He was suspected of not disclosing
information about VimpelCom corruption in Uzbekistan to Telenor shareholders.

— Chief executive at Telenor: Fredrik Baksaas. He was suspected of being involved
in corruption as a board member at VimpelCom for a while, and also for not dis-
closing information about VimpelCom corruption in Uzbekistan to Telenor
board members.

— Five Telenor board members at VimpelCom: Arve Johansen, Ole Bjgrn Sjulstad,
Kjell Morten Johansen, Henrik Torgersen and Fridjof Rusten. They were sus-
pected of being involved in corruption as board members at VimpelCom for a
while, and also for not disclosing information about VimpelCom corruption in
Uzbekistan to Telenor management.

— Two Telenor executives: Richard Olav Aa (CFO) and Pal Wien Espen (CLO). They
were suspected of not having handled a whistleblower’ message correctly.

These nine persons were at the core of the Deloitte (2016) inquiry. The incoming
CEO at Telenor, Sigve Brekke, who took over after Fredrik Baksaas, avoided atten-
tion by the fraud examiners, although he had been responsible for market develop-
ment in corrupt countries such as Myanmar, Thailand, Bangladesh, and India.
Brekke replaced Baksaas as CEO independent of the VimpelCom scandal (Ekeberg,
2016; Hustadnes, 2015; Trumpy, 2016).

The interwoven nature of corruption by Telia in Sweden, Telenor in Norway,
and VimpelCom in the Netherlands illustrate the criminal market structures in
global telecommunication markets. To obtain licenses in corrupt countries, the
most convenient way is by corruption. While the bribes typically represent minor
monetary amounts compared to revenues expected from mobile licenses, the chan-
ces of gaining access to new mobile telephone markets improve significantly after
corruption.

In 2018, three former executives from the global telecommunications company
Telia were put on trial in Sweden in the bribery case involving the eldest daughter
of the late Uzbek president Karimov. One of the defendants in court was former
chief executive officer at Telia, Lars Nyberg. In a press release, acting U.S. attorney
Joon H. Kim referred to the Telia case as “one of the largest criminal corporate brib-
ery and corruption resolutions ever” (Schoultz and Flyghed, 2021).

The detection of the criminal telecom market structures involving Telia in Swe-
den, Telenor in Norway, and VimpelCom in the Netherlands led to public charges
in the United States and in the Netherlands paid by Telia and VimpelCom. Three
Telia executives had to leave their positions and faced charges in Swedish courts.
However, the cases against them were dismissed. The chairperson at Telenor had to
resign because of the Uzbek scandal, and so did two senior executives. The newly
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appointed chief executive at VimpelCom had to resign as he did not react to whis-
tleblowing regarding corruption in Uzbekistan.

The theoretical perspective of state-corporate crime was introduced earlier in
this book (Bernat and Whyte, 2020; Ken and Le6n, 2021; Miiller, 2018: Osoria, 2021;
Rothe, 2020; Rothe and Medley, 2020; Tombs and Whyte, 2020; Whyte, 2014; Zys-
man-Quirds, 2020). The Norwegian state owns 54 percent of Telenor (Hovland et al.,
2019). The state encourages Telenor to win mobile phone licenses in corrupt coun-
tries. When Telenor was about to lose its licenses in an Asian country, the state got
involved. Trond Giske, the social democratic minister of industry, got on the plane
from Norway to influence the local government in favor of Telenor (Norli, 2012).
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Wealth management is a profitable service for most global banks where they take
care of money values for affluent individuals, families, and firms. It is a banking ser-
vice which incorporates structuring and placement of wealth to assist in preserving
and protecting owner fortunes. Often, wealth management involves secrecy by place-
ment in tax havens. Therefore, suspicions of tax evasion and money laundering are
often associated with wealth management. Recent scandals involving Danske Bank in
Denmark (Bruun Hjejle, 2018), Swedbank in Sweden (Clifford Chance, 2020), and Nor-
dea bank in Sweden (Mannheimer Swartling, 2016) have provided evidence of crimi-
nal market structures in the banking sector. While the cases involving Danske Bank
and Swedbank in money laundering were detected and reported by whistleblowers,
the case involving Nordea in tax evasion was detected and reported by the Panama
Papers. This chapter concentrates on the case of Danske Bank involved in money
laundering in Estonia, while returning to the issue of criminal market structures in
the banking sector towards the end of the chapter.

Danske Bank is the largest financial institution in Denmark with focus on the
Nordic region and presence in sixteen countries. Danske Bank is listed on the Nas-
dag OMX Copenhagen stock exchange. The bank offers financial services, life insur-
ance and pension, mortgage credit, wealth management, real estate and leasing
services.

Danske Money Laundering Story

Local law firm Bruun Hjejle (2018) investigated suspicion of money laundering at
Danske Bank in Denmark. The suspicion focused on activities at Danske Bank’s
branch office in Estonia. Danske Bank paid 210 million Danish kroner (about US$
30 million) for the investigation by the law firm. The investigative knowledge
strategy included mainly knowledge workers with legal training at Bruun Hjejle.
In addition, forensic experts from PwC and Ernst & Young were assisting the law
firm based on accounting and auditing knowledge, and the international data
management software company Palantir Technologies deployed its software plat-
form to integrate and enable analysis of the comprehensive magnitude of cus-
tomer, transaction and trading data available. CERTA Intelligence and Security
was also assisting in these investigative tasks.

The fraud examiners investigated thousands of customers and millions of trans-
actions as well as trading activity. They examined the now terminated non-resident
portfolio in the Estonian branch from the time of Danske Bank’s acquisition of
Sampo Bank completed in 2007 until the termination of the non-resident portfolio
in late 2015, with some accounts closing in early 2016. The main focus was on the
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customers in the non-resident portfolio and their payments and trading activities
during this period. The employees and agents of the Estonian branch who handled
the non-resident portfolio or could otherwise have been involved were also investi-
gated to uncover potential internal collusion.

The fraud examiners followed the guide on investigations issued by the Associ-
ation of Danish Law Firms as well as the code of conduct issued by the Danish Bar
and Law Society. The investigation was assisted by Danske Bank’s compliance inci-
dent management team as well as the Estonian branch’s IT department.

Identified data included 87 million payments for all customers at the Estonian
branch, which were transferred into Palantir’s software platform to store, structure
and enable data analysis. Relevant external data from other sources than the Esto-
nian branch were also identified, collected and ingested into the software platform.

The fraud examiners conducted a large number of interviews with relevant per-
sons. For preparation of interviews, they engaged consultants from Promontory. In-
terviews were conducted with employees, including members of the executive
board in the bank as well as members of the board of directors. 49 individuals were
interviewed, and a total of 74 interviews were conducted as part of the investiga-
tion. All interviews were conducted in accordance with rules on due process.

The fraud examiners did let suspects and others comment on their findings
(Bruun Hjejle, 2018: 20):

Based on all collected information, the conducted interviews and observations, Bruun & Hjejle
assessed the potential institutional and individual accountability. All individuals subject to in-
dividual assessment were given the opportunity to review a draft assessment together with
relevant material. Also, other individuals with knowledge of the events relevant to the
accountability investigation, but not subject to individual assessment, were given the opportu-
nity to review relevant material. Comments and proposed amendments received were subse-
quently evaluated and reflected where deemed appropriate.

One of the reasons why corporate control functions did not work was because the
branch operated computer systems different from computer systems at the head-
quarters. Not only was the IT platform different, but local bank executives also
operated in the local language which executives from the headquarters did not
understand.

Money laundering is the process of removing illegitimate proceeds from attach-
ment to crime such as drug trade and trafficking and introducing the proceeds in
the legal economy such as real estate and business enterprises. Danske Bank was
such a financial institution used by organized criminals and others to delete traces
of the origin of large sums of money. Especially in Danske Bank’s branch office in
Estonia, proceeds were transferred from Russian oligarchs and the Russian mafia,
state officials in Aserbajdsjan, weapon smugglers in Ukraine, criminals in Pakistan,
and other suspected places of origins (Hecklen et al., 2020).

Chief executive Thomas Borgen at Danske Bank had ignored rumors and whis-
tleblowers regarding money laundering in the Estonian branch, where most of the
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money came from Russian oligarchs and organized criminals. Borgen had to resign
from his position when the Bruun Hjejle report was published. Later, he was inves-
tigated by Danish police and sued by Danske Bank shareholders (Corcoran, 2019;
Milne, 2019a; Milne and Binsham, 2018; Sivertsen, 2018; Moscow Times, 2017). The
body of Danske Bank’s former Estonian chief Aivar Rehe, who was at the heart of
the € 200 billion money-laundering scandal, was “found dead in an apparent sui-
cide” in September 2019 (Milne, 2019hb).

Convenient Financial Motive

Wealth management is a profitable business for financial institutions. Especially
Russian oligarchs and Russian organized criminals are willing to pay substantial
bank fees to remove their funds out of Russia and into European banks where the
political situation is stable, and the banking sector is predictable. By moving their
wealth into the Western banking systems, wealthy Russians and others can also re-
move traces of the origins of their funds. For Danske Bank, this was thus possibili-
ties for extraordinary corporate profits as indicated in Figure 6.1.

The financial motive for Danske Bank was to make money in Estonia by provid-
ing financial services to citizens and enterprises in Eastern Europe. A business enter-
prise is always looking for attractive corporate economic possibilities. Profit-driven
crime is a result of a desire for more gain (Naylor, 2003). We thus develop an under-
standing of profit-driven crime in mainly economic rather than in sociological terms.
The profit-driven crime prospective suggests a typology that shifts the focus from ac-
tors to actions. Rather than focusing on profit-driven crime as a logical sequence of
actions, it deconstructs the crime into its inherent characteristics, which differ radi-
cally according to whether an offense is predatory, market-based or commercial in
nature. Among the main characteristics is whether transfers of property occur by
force, free-market exchange or fraud, whether those transfers involve redistribution
of wealth, distribution of income, or redistribution of income; and whether the crime
occurs in a non-business, underground network, or legitimate business setting. The
profit-driven crime perspective answers the how-question, rather than who-question
or why-question concerned with white-collar crime.

In his perspective of profit-driven crime by Naylor (2003), predatory offences
involve redistribution of existing legally owned wealth from one party to another.
Marked-based offences involve evasion of regulations, taxes, and prohibitions.
Commercial offences involve illegal methods to distribute goods and services. Pred-
atory crime involves the illegal redistribution of existing wealth, market-based
crime involves the illegal earning of new income, and commercial crime involves
the illegal redistribution of legally earned income.

Wealth refers to a stock of assets that accumulates or deteriorates over time,
and wealth measurement takes place at a specific point in time. On the other hand,
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income refers to a flow of value per unit of time. Predatory crime is crime purely of
redistribution of existing wealth. Examples include bank fraud and embezzlement.
Marked-based crime is crime of distribution of new income. Examples include tax
evasion and here money laundering.

Convenience theory emphasizes that a white-collar offense is a crime-by-choice,
where legal means less conveniently might enable satisfaction of needs. Convenience
theory stresses that there are always alternatives to crime. The theory thus contra-
dicts one part of Berghoff and Spiekermann’s (2018: 291) definition of white-collar
crime, where white-collar crime is an illegal act “to secure financial returns that
cannot be collected by legal means”. While sometimes almost impossible, there will
always be avenues available for legal paths to reach goals in more stressful and pain-
ful, yet legitimate ways.

Motivation plays a central role in convenience theory insofar as it is conve-
nient for corporations to expand possibilities for success by pursuing illegitimate
financial gain when legitimate alternatives are less attractive and threats to suc-
cess (Langton and Piquero, 2007), or threats of detection and punishment can be
easily avoided (Naylor, 2003). Similarly, offenders may save time and energy
while avoiding possible uncertainty or pain if they choose illegitimate over legiti-
mate opportunities to climb the hierarchy of needs for status and success (Maslow,
1943), to avoid failure or a fear of falling (Bucy et al., 2008), to realize the American
dream of prosperity for local bank executives in Estonia (Schoepfer and Piquero,
2006), to satisfy the need for acclaim as narcissists (Chatterjee and Pollock, 2017), or
to restore the perception of equity and equality (Leigh et al., 2010). Thus, conve-
nience theory offers a unique theoretical integration of multiple perspectives of of-
fender motivations for illegal behavior. Figure 6.1 illustrates that local Danske Bank
executives had individual motives in addition to corporate motives.

Goal setting is a common practice in the field of organizational behavior, where
the pursuit and achievement of ambitious and high-performance goals tends to en-
courage unethical behavior (Welsh et al., 2019). The possibility of extra profit result-
ing from financial crime enables the offender to emphasize desired outcomes over
feasible threats, including detection and punishment. It is the convenience associ-
ated with extra profit, rather than the convenience of illegal profit, that is important
in the motive dimension of convenience theory. However, under certain circum-
stances, additional benefits may result from pursuing illegal extra profit rather than
legitimate extra profit in general, since illegal funds avoid the attention of external
and internal control mechanisms, including corporate compliance functions (Kawasaki,
2020). Tllegitimate financial gain can thus find its ways into pursuing desired outcomes
and avoiding threats that funds obtained legitimately cannot. This phenomenon is at
the core of convenience in the motive dimension of convenience theory.
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Convenient Organizational Opportunity

Controls and guardianship did not work at the branch office because of a separate
IT platform with computer systems designed and programmed in software that the
headquarters did not understand. This convenient concealment mechanism is illus-
trated in Figure 6.1 by decay and chaos.
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Figure 6.1: Convenience themes for Danske Bank money laundering.

Corporations have unique opportunities to engage in white-collar crime, but the
link between crime and opportunity remains an underexplored area of criminology
(Schnatterly et al., 2018). A convenient opportunity arises when individuals or
groups may be enabled to engage in illegal and unethical behavior with the reason-
able expectation that they may avoid detection and punishment. Individuals can
have convenient access to resources and contexts in which financial crime can be
easily perpetrated, obfuscated, and explicitly concealed, particularly in organiza-
tional contexts. For example, Benson and Simpson (2018) suggested that convenience
to commit white-collar crime is derived through legitimate access to premises and
systems, spatial separation from the victim, and the appearance of legitimacy. Similar
theoretical perspectives integrated into the opportunity dimension of convenience
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theory include having specialized access to routine activities (Cohen and Felson,
1979), blaming others through misleading attributions (Eberly et al., 2011), and insti-
tutional deterioration with lack of guardianship (Rodriguez et al., 2005).

Within the convenience perspective, a typical white-collar offender might also
be less likely to attempt avoiding detection using the same approaches and tech-
niques of a typical street offender. Rather, office offenders would be expected to
conceal financial crime among legal transactions to make illegal conduct appear
legitimate. Similarly, the offender may conceal financial crime by removing cer-
tain activities from records. A typical white-collar offender with convenient and
legitimate access to commit crime is more likely to exert most energy disguising
crime in the professional context (Huisman and Van Erp, 2013; McClanahan and
South, 2020).

Social disorganization is the inability of an organization to realize common val-
ues of its members and maintain effective social control. Social disorganization im-
plies that the ability of social bonds to reduce delinquent behavior is absent (Forti
and Visconti, 2020; Hoffmann, 2002; Onna and Denkers, 2019). Differential rein-
forcement of crime convenience develops over time as individuals become vulnera-
ble to various associations and definitions conducive to delinquency. Both Danske
Bank in Denmark (Bruun Hjejle, 2018) and Swedbank in Sweden (Clifford Chance,
2020) had branch offices in Estonia where organized criminals from Russia con-
ducted money laundering because of social disorganization between bank head-
quarters and local branch offices. As a result, Danske Bank and Swedbank made
conveniently extra, yet illegitimate, profits.

Convenient Deviance Willingness

Justification and neutralization characterize the perception of innocence among of-
fenders at Danske Bank. Neutralization techniques were described in the previous
case study about Telia. Justification can be based on a perception of acts of wrong-
doing being morally justifiable (Schnatterly et al., 2018), being based on upper ech-
elon information selection (Gamache and McNamara, 2019), and peer pressure (Gao
and Zhang, 2019).

The slippery slope perspective suggests that a business can slide over time from
legal to illegal activities without really noticing. The small infractions can lead to
the larger ones. An organization that overlooks the small infractions of its employ-
ees creates a culture of acceptance that may lead to its own demise (Welsh et al.,
2014). The slippery slope perspective applies to a number of situations, such as sev-
enteenth century England, where “unregulated overseas trade was a slippery slope
to fraud” (Pettigrew, 2018: 313). Arjoon (2008: 78) explains slippery slope in the fol-
lowing way:
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As commonsense experience tells us, it is the small infractions that can lead to the larger ones.
An organization that overlooks the small infractions of its employees creates a culture of ac-
ceptance that may lead to its own demise. This phenomenon is captured by the metaphor of
the slippery slope. Many unethical acts occur without the conscience awareness of the person
who engaged in the misconduct. Specifically, unethical behavior is most likely to follow the
path of a slippery slope, defined as a gradual decline in which no one event makes one aware
that he or she is acting unethically. The majority of unethical behaviors are unintentional and
ordinary, thus affecting everyone and providing support for unethical behavior when people
unconsciously lower the bar over time through small changes in their ethical behavior.

Welsh et al. (2014) argue that interpretation of many recent scandals as resulting
from a slippery slope makes sense, in which a series of small infractions gradually
increase over time. Committing small indiscretions over time may gradually lead
people to complete larger unethical acts that they otherwise would have judged to
be impermissible.

The slippery slope perspective is in contrast to individual perspectives such as
the standard economic model of rational choice. Psychological and organizational
processes shape moral behavior, where individuals are motivated to view them-
selves in a positive manner that corresponds with their moral values. Individuals
tend to rationalize minor unethical acts so that they may derive some benefit with-
out feeling the burden of negatively to update their self-concept. For example, a
minor transgression such as taking a pen home from the office may seem permissi-
ble, whereas taking money out of the company cash drawer more clearly may be-
come stealing in the minds of observers (Welsh et al., 2014).

Criminal Bank Market Activities

Recent scandals involving Danske Bank in Denmark (Bruun Hjejle, 2018), Swed-
bank in Sweden (Clifford Chance, 2020), and Nordea bank in Sweden (Mannheimer
Swartling, 2016) have provided evidence of criminal market structures in the bank-
ing sector. The current review of the banking sector was limited to Scandinavia,
where the largest Norwegian bank DNB was involved in money laundering of cor-
ruption payments from Iceland to Namibia (Kleinfeld, 2019, 2020; Seljan et al.,
2019). The largest banks in Scandinavia — Danske Bank in Denmark, DNB in Nor-
way, and Nordea and Swedbank in Sweden — were thus all involved in recent crimi-
nal market activities (Amundsen, 2021).

While the cases involving Danske Bank (Bruun Hjejle, 2018) and Swedbank
(Clifford Chance, 2020) in money laundering were detected and reported by whistle-
blowers, the case involving Nordea in tax evasion was detected and reported by
the Panama Papers (Mannheimer Swartling, 2016), and the corruption payments
through DNB were detected by investigative journalists at Al Jazeera (Kleinfeld,
2019, 2020) and the Icelandic national broadcasting service (Seljan et al., 2019). A
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criminal banking sector in Scandinavia is probably no exception from banking sec-
tors elsewhere in the world.

While the case of Danske Bank has been presented above, a short review of the
other Scandinavian cases is presented below. Starting with DNB in Norway, the
broadcasting corporation Al Jazeera investigated allegations and published the re-
port entitled “Anatomy of a bribe: A deep dive into an underworld of corruption —
An Al Jazeera investigation into the corrupt power brokers and global business
elites defrauding the Namibian people” (Kleinfeld, 2019). The alleged corruption
payments from the Icelandic fishing corporation Samheriji traveled via the Norwe-
gian bank DNB to state officials in Namibia to obtain fishing rights off the coast of
Namibia (Amundsen, 2021; Schultz, 2019; Schultz and Trumpy, 2019a, 2019b). Ac-
cording to Reuters (2019), Samherji transferred more than $70 million through a
shell company in the tax haven Marshall Islands from 2011 to 2018. Sambherji trans-
ferred the money through bank accounts in DNB. The bank’s largest shareholder is
the Norwegian state, which holds 34% stake in the bank (Ekroll et al., 2019; Kibar,
2020a, 2020b).

The scandal at Swedbank in Sweden was similar to the scandal at Danske Bank
in Denmark. It was all about money laundering convenience for non-resident Rus-
sian clients. While CEO Thomas Borgen had to leave his position when the investi-
gation report by Bruun Hjejle (2018) was published, CEO Birgitte Bonnessen had to
leave her position when the investigation report by Clifford Chance (2020) was pub-
lished (Johannessen and Christensen, 2020; Makortoff, 2019; Milne, 2020). The next
in line to leave the CEO position at Danske Bank because of money laundering was
Chris Vogelzang. He was previously the CEO at the bank Abn Amro in the Nether-
lands that was investigated by Dutch police for money laundering activities (Solgard,
2021).

The firing of chief executives during a scandal is a way of scapegoating (Gangloff
et al., 2016), where key individuals can be attributed blame. When the scapegoats
have left the organizations and new CEOs are in place, banks attempt to create a
clean image of their business. However, there is not necessarily reason to believe that
the new CEO will react differently in a similar situation compared to the former CEO.

Just like Danske Bank, Swedbank benefited from having oligarchs and other Rus-
sians as customers without implementing anti-laundering procedures (Amundsen,
2021). The motive for violating anti-money laundering (AML) laws was to make ex-
traordinary profits by corporate crime. The whistleblowers at Swedbank contacted
the Swedish public broadcasting corporation. On February 20, 2019, the program
“Uppdrag gransking” (Assignment investigation) began a series of programs alleging
that customers of Swedbank’s Baltic subsidiaries in Estonia, Latvia, and Lithuania
had engaged in suspicious transactions indicative of money laundering. Following
the first program, Swedbank engaged law firm Clifford Chance (2020) to investigate
the allegations that investigative journalists had presented and more broadly into
Swedbank’s Baltic banking business from January 2007 through March 2019.
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The Nordea scam was also revealed by investigative journalists. Their source
was the Panama Papers, which consisted of 11.5 million leaked documents that de-
tailed financial and attorney-client information for more than 214,000 entities in
tax havens. Law firm Mannheimer Swartling (2016) was hired by Nordea to investi-
gate the allegations. They found illegal backdating of contracts by Nordea wealth
management that was headed by Gunn Weersted (Kristjansson, 2016):

The big bank is one of the many banks that were caught with their pants down in the Panama
Papers leak. The bank’s internal investigation establishes that offenses were committed in the
Luxembourg branch, as the bank helped customers backdate documents. The bank also pro-
vided customers with annual reports that could be used to mislead tax authorities. Weersted
denies knowing about this but defends the practice of creating straw companies in tax havens,
as long as they were used for “legitimate tax planning”.

Gunn Weersted was not only head of wealth management at Nordea. She was also
chairperson at the Luxembourg branch. Shortly after the scandal became public,
Weersted resigned from her position at the bank (Kaspersen and Eriksen, 2015).

Similar to corporate crime in the telecom services market involving companies
like Telia, Telenor, and VimpelCom, corporate crime in the bank services marked
involve companies such as Danske Bank, DNB, Nordea, and Swedbank.

Criminal bank market activities in this chapter have focused on financial serv-
ices concerned with money laundering and tax evasion. Another example of a
criminal bank market activity is the rigging of the LIBOR as a form of market ma-
nipulation. Manipulation of the LIBOR (London InterBank Offered Rate) involves
misrepresentations, false statements, artificial transactions, and trading schemes
that influence participants in financial markets. Banks as perpetrators achieve fi-
nancial gain that would not be possible in the absence of such deceptive practices
(Jordanoska and Lord, 2020).

McGrath (2020) found that the banking culture can be characterized by aggres-
sive risk-taking. Banks are lending money in an irresponsible manner to property
developers, on the basis of fragile security without leveraging themselves properly
or diversifying sufficiently into other forms of lending. Cheap and easy credit fuel
an old-fashioned asset bubble. Irresponsible risk-taking in the banking sector is
part of the criminal bank market. Regulators are too trusting of the banks they are
supposed to regulate.

The theoretical perspective of state-corporate crime was introduced earlier in
this book (Bernat and Whyte, 2020; Ken and Ledn, 2021; Miiller, 2018: Osoria, 2021;
Rothe, 2020; Rothe and Medley, 2020; Tombs and Whyte, 2020; Whyte, 2016; Zysman-
Quir6s, 2020). The Norwegian state owns 34 percent of the bank DNB. When the Pan-
ama Papers revealed that the bank helps wealthy clients hide their fortune in tax
havens, and that the bank helps backdating contracts when desired by bank clients,
the state did nothing to intervene. The government only asked for a review of the case,
and the review was conducted by the law firm that served the bank and that was paid
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for by the bank (Hjort, 2016). Similarly, when investigative journalists detected that
DNB helped Icelandic fishing company Sambherji launder money on its way to bribe
Namibian officials, the Norwegian state did nothing (Reuters, 2019; Schultz and
Trumpy, 2019a, 2019Db).

In April 2021, the Danish prosecutor decided to close the case against former CEO
Thomas Borgen while continuing the criminal investigation of Danske Bank. The for-
mer Danske Bank CEO was no longer charged in the money laundering scandal. In
order for individuals to be convicted under the money laundering act in Denmark, it
is required that there is solid evidence that they have shown gross negligence. The
Danish prosecutor was unable to find such evidence for Thomas Borgen. Henrik Ram-
lau-Hansen and Lars Stensgaard Mgrch, two other former Danske Bank executives,
also had their charges dropped (Klevstrand, 2021).

In May 2021, Norwegian bank DNB got harsh criticism from the financial super-
visory authority of Norway. The bank had to pay a fine of NOK 400 million (about
USD 45 million) that chief executive officer Kjerstin Braathen accepted. The public
authority fund significant deficiencies in the bank’s compliance with the money
laundering act (Norum, 2021).

The Next Danske Bank Scandal

Danske Bank admitted in September 2020 that they had known for years about the
bank’s practice of collecting outdated and excessive debt from customers. Den-
mark’s financial watchdog Finanstilsynet (2020) launched the previous month an
inquiry into how Danske Bank had wrongly collected debt from up to 106,000 cus-
tomers since 2004. The bank blamed IT system errors (Reuters, 2020):

“There has been knowledge about at least parts of the problem in different parts and levels of
the organization, including leaders, during the years”, Denmark’s largest bank said in a state-
ment. “Despite attempts to manage the problems, the underlying data flaws were never fully
addressed, and unfortunately this has caused the issues to continue for several years”, it said.

Blaming IT system errors and data flaws is not any more an acceptable excuse for
digitized business enterprises such as banks. A computer system is programmed by
people according to specifications. If bank managers have provided misleading
specifications to computer programmers, then it is a matter of human error. If com-
puter programmers have developed wrongful algorithms and coding, then it is a
matter of human error. A computer system never creates errors by itself.

Danske Bank is the largest financial institution in Denmark with focus on the
Nordic region and presence in sixteen countries (Plesner, 2020). Danske Bank is
listed on the Nasdaq OMX Copenhagen stock exchange. The bank offers financial
services, life insurance and pension, mortgage credit, wealth management, real es-
tate, and leasing services.
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The data migration from an old computer system to the Debt Collection System
(DCS) in 2004 contained pre-existing incorrect data in relation to outstanding
amounts owed by certain customers. Over time an increased level of reliance on
and trust in the DCS, a decreased level of institutional knowledge among those in-
volved in the debt collection process, and a declining level of reference to historic
paper records have contributed to the persistence of errors in handling the debt of
some of the bank’s customers.

Employees at different levels in the organization, including managers, at vari-
ous points in time had known about the problem to varying degree. The executive
management was informed of the systemic flaws affecting the bank’s collection sys-
tems in May 2019.

A decade earlier, in 2009, Danske Bank launched an initiative known at Lean,
which aimed to streamline existing businesses processes in an attempt to become
more efficient in case handling. The focus on Lean meant that the employees in the
debt collection area were under increasing pressure to rely on the data in DCS when
carrying out debt collection and not to spend time looking at files in physical ar-
chives. This increased the transitioning into almost complete reliance on the data
in DCS, and it implied the elimination of prior manual controls of the flawed data in
DCS that had prevented, at least to a certain extent, the data flaws from ultimately
impacting the customers wrongfully.

While a correction team was established in 2007 with the purpose of manually
correcting the cases in DCS on a continuous basis, the team was closed down again
in 2016. The team leader argued then that also new cases included incorrect calcu-
lations. Bank management ignored this warning and decided not to allocate people
to the task of correcting cases. The correction team was re-established in 2019.

Fraud examiners suggested four root causes for the fraudulent debt collection.
The first root cause is that accrued interest, fees, and costs on debt was incorrectly
aggregated into a single amount and added to the principle amount. The implica-
tions of root cause 1 are that the systems do not distinguish between the different
types of claims despite that in the context of time-barring principles such claims
are subject to different time-barring periods.

The second root cause is incorrect debt origination date. The statutory limita-
tion period starts counting from the date the specific debt fall due. When a debt
was transferred into DCS, however, the systemic statutory limitation period was ef-
fectively set to the date of the transfer — and not the actual due date. The incorrect
origination date in DCS made the debt appear younger than it actually is. This
meant that it was difficult, using DCS, to identify and control at which point in time
the statutory period of limitation should be interrupted to avoid the debt becoming
time barred. The bank may thus have collected debt that at the time of the collec-
tion process was time-barred.

The third root cause is the same treatment of guarantors and co-debtors. The
bank may have pursued to collect the full debt from each of the debtors, co-debtors,
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and guarantors. In absence of a manual adjustment in DCS, this meant that if a settle-
ment agreement had been made with a debtor, the system would still attempt to col-
lect the full amount from co-debtors and guarantors.

The fourth and final root cause was separate bank accounts for the principal
debtor and related actors such as guarantors. Each account reflects the full debt as
being owed. The full debt was consequently recorded on more than one account.
Procedures required debtor accounts to be adjusted manually following debtor pay-
ments, accrued interest, and other financial items related to the debt. One customer
might thus have repaid the debt in full, while the now non-existing debt was still
registered as owed by the co-debtor and guarantor.

The total number of potentially impacted customers was 106,000. Under Dan-
ish law, if a person or entity has paid an amount due to a mistake, misunder-
standing or as a result of an error, the consequence is that the victim is eligible of
a restitution against the offender.

Examiners address the issue of how the bank handled information on identified
errors by providing very general answers. The report describes a number of projects
and activities, such as the data quality project, group risk management and compli-
ance, and program Athens. It seems that rather than solving problems by correcting
programming flaws, groups and projects were organized to discuss the issues. An
example is the following sentence where a number of actors are mentioned, but
there is no mention of actions (Plesner, 2020: 10):

The bank engaged EY to assist with program Athens and to provide the bank with an analysis
and verification of system flaws identified by Plesner.

Examiners thus document a bureaucratic approach to solving technical problems.
The manual effort required to review computer code seems ignored. The only man-
ual effort described is concerned with actual transactions in terms of new manual
controls regarding calculations for each customer. No new debt collection cases
with effect from 2019 were to be initiated without manual calculation being done
before. If the manual calculation resulted in different figures compared to the sys-
tems figures, then figures in the system were corrected. The bank was thus incapa-
ble of solving the underlying systems error, instead system results were corrected.
The manual correction team was 4 people but grew quickly by 21 people to fur-
ther accelerate the recalculation process. Consultants from Ernst & Young were also
engaged to assist with the recalculations. In addition to the new manual control to
stop new cases being brought to court before a recalculation, it was late 2019 also
decided to withdraw all current court cases, including debt relief cases, private and
business estate and bankruptcy court cases where the bank was uncertain about
the real status for customers. It was decided to compensate all customers for their
losses resulting from the identified root causes. To further minimize the risk of over-
collection of debt, the bank decided to suspend approximately 17,000 customers’
debt collection cases until they had been recalculated as part of the ongoing efforts
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to remediate the identified errors in the bank’s debt collection system. These were
the cases in which more than 60% of the principal amount had been repaid for
which reason there was a higher risk that overcollection would take place before
the cases had been reviewed. The collection would resume when each case had
been reviewed and potential errors corrected. Furthermore, interest would not ac-
crue while collection was suspended.

It was not until 2020 that the real problems in computer systems were ad-
dressed. Then an IT implementation plan was set in motion, which included a num-
ber of technical safeguards and improvements to the implicated IT system in order
to enhance existing and set up additional checks and controls.

Examiners were asked to find out how many customers have been affected by
the errors. As a starting point, a total of 402,000 customers with 600,000 accounts
were processed.

Examiners found that the total number of possibly impacted customers across
systems, and who were at risk of potentially having made overpayments, was
106,000. On the other hand, examiners found that a total of 105,000 customers had
not made any payments to the debt when entering the debt collection system. Peo-
ple who were eligible of repayments because of overpayments had so far received
on average one or two thousand Danish kroner, but they were probably entitled to
higher amounts.

While the bank was recalculating accounts for potential overpayments, custom-
ers received no information about it. At the time of the investigation in 2020, only
17,000 out of 106,000 customer cases had been recalculated. Therefore, no custom-
ers had been contacted so far (Plesner, 2020: 15):

All customers identified as having been affected by the root causes will be contacted directly by
Danske Bank to disclose exactly what has gone wrong, what Danske Bank is doing to ensure
that the customer receives proper redress, and what the customer can expect to happen next.

As of September 1, 2020, only 326 customers had received a compensation payment
from Danske Bank. The total value of compensation paid to these customers was
the equivalent of less than 40,000 US dollars.

The fraudulent debt collection by Danske Bank represents corporate crime to
benefit the business and not any specific individual at the bank (Bittle and Hebert,
2020), as illustrated in Figure 6.2.

In many organizations, ends justify means (Campbell and Goritz, 2014). If ends
in terms of ambitions and goals are difficult to realize and achieve in legal ways,
illegal means represent an alternative in many organizations (Jonnergard et al.,
2010). Among most executives, it is an obvious necessity to achieve goals and objec-
tives, while it is an obvious catastrophe failing to achieve goals and objectives.
Welsh and Ordonez (2014) found that high performance goals cause unethical be-
havior. Dodge (2009: 15) argues that it is tough rivalry making executives in the or-
ganization commit crime to attain goals:
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Figure 6.2: Convenience themes for Danske Bank fraudulent debt collection.

The competitive environment generates pressures on the organization to violate the law in
order to attain goals.

Individual executives would like to be successful, and they would like their work-
place to be successful. Being associated with a successful business is important to
the identity of many executives. They explore and exploit attractive corporate eco-
nomic possibilities in both legal and illegal ways, so that their organization can
emerge just as successful, or as even more successful, than other organizations.
Profit orientation becomes stronger in goal-oriented organizations whose aim tends
to be an ambitious financial bottom line.

There was a lack of oversight and guardianship that best can be labeled chaos,
as indicated in Figure 6.2. Nobody understood or tried to understand computer code.
Bank executives noticed that there were some strange things happening when mi-
grating into a new system, but they continued to study the symptoms rather than the
causes. As evidenced by many internal investigation reports by fraud examiners after
white-collar crime scandals, internal auditors, external auditors, compliance commit-
tees and other internal and external control units do not function properly (e.g.,
Bruun Hjejle, 2018). Oversight and control functions tend to be formal units without
any insights into the substance of business activities and transactions in computer
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systems. They tend to review procedures rather than transactions within procedures.
Therefore, ineffective control functions are often an important part of the opportunity
structure for white-collar crime.

Lack of justification can occur when an offender ignores information related to
misconduct and crime. There is simply no need for justification. The upper echelon
perspective suggests accordingly that white-collar offenders such as bank execu-
tives selectively attend to information when evaluating own decisions. As argued
by Huang et al. (2020) in the upper echelon perspective, elite member’s cognitions,
values, and perceptions, which are formed by previous experiences, can signifi-
cantly affect the process of strategic choices. White-collar offenders may receive
feedback from a range of actors while selectively ignoring some of the feedback by
not paying attention to it (Gamache and McNamara, 2019: 920):

However, corporate executives operate in an environment where they receive feedback from a
range of actors, yet we have a limited understanding of whether and to what extent these “soft
performance feedback cues” influence their decision making.

Members of the upper echelon of society where we find white-collar offenders may
thus combine neutralization techniques with disregard of negative information re-
lated to them personally. They try to choose what information they pay attention to
and how they interpret that information.
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This case study illustrates the growing interest in environmental crime by corporate
offenders (Van Erp, 2020). The case study documents escalation of commitment to
environmental crime and deviant behavior. Commitment to goals can escalate to
such an extent that it encourages deviant behavior even after detection of crime.
This case study illustrates how detection of environmental crime in one country led
to environmental crime in another country. The Probo Koala tanker ship was to de-
liver another shipment of coker gasoline waste to the Ivory Coast, and her sister
ship, Probo Emu, both owned by Trafigura, was preparing for the same journey.
Trouble started when the illegal waste shipment was detected. Trafigura manage-
ment quickly found an alternative destination for the waste, where an explosion
harming local citizens occurred. The case of redirecting the tanker ship to Norway
is studied as a dark project by application of convenience theory, which suggests
that offenders have financial motives, organizational opportunities, as well as will-
ingness for deviant behavior caused by escalating commitment to illegal behavior
to reach goals such as getting rid of the hazardous waste.

Escalation of commitment is defined as “decision-making in the face of nega-
tive feedback about prior resource allocations, uncertainty surrounding the likeli-
hood of goal attainment, and choice about whether to continue” (Keil et al. 2007:
392). While escalation of commitment is a well-known phenomenon, many re-
searchers have focused primarily on studying escalation behavior in laboratory ex-
periments, thereby studying the antecedents or causes of escalation of commitment
(e.g., Biyalogorsky et al., 2006; Conlon and Garland, 1993; Schmidt and Calantone,
2002). Sleesman et al. (2018) state that previous escalation literature focused largely
on psychological and individual aspects, where only a fraction of the literature is
highlighting contextual factors. This results in a poor understanding of the rich and
complex dynamics underlying escalation behavior in organizations (Sleesman
et al., 2018).

As such, existing research offers little to explain how escalation behavior starts,
intensifies, and sometimes, spirals out of control. With ‘out of control’ we refer to
commitment to a project that drives project managers to intensify illegal behavior
(Welsh et al., 2020), i.e., the dark side of organizational leadership (Linstead, 2014).
When time or costs turn out to be insufficient for the project, escalating unethical or
illegal activities may occur in an attempt to attain the project’s goals (e.g., Locatelli
et al., 2017; Schweitzer et al., 2004; Welsh et al., 2020).

In this chapter, we explore what can drive a project beyond the edge, that is:
how commitment to a project, over time, can escalate to such a degree that the proj-
ect engages in further unethical or illegal practices. To analyze this question, we
focus on an extreme case of Vest Tank, a so-called dark project: a project that was

https://doi.org/10.1515/9783110766950-008
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illegal from the start (Gormley, 2009; Gulating, 2013, 2015; Maksimentsev and
Maksimentseva, 2020; Nordhordland, 2010; Pedersen, 2017).

The increased focus on sustainable development goals and environmental
crime has made handling and disposal of waste more difficult and more expensive
than ever before. The potential financial gains for bending the rules or concealing
illegal dumping of waste can be substantial (Bbhm, 2020; Huisman and Van Erp,
2013; Lynch, 2020; Van Erp et al., 2019a, 2019b). As such, this is the right context for
examining dark projects. Examining such an extreme case allowed us to discover the
dynamic drivers of illegal behavior in dark projects. Based on convenience theory
(Braaten and Vaughn, 2019; Dearden and Gottschalk, 2020), we will discuss causes
for engaging in illegal activities and examine how these causes interact and reinforce
each other in system dynamics terms (Sterman, 2000). Furthermore, we will propose
how these three t causes also can explain escalation of commitment in legitimate
projects.

In the next sections, we will discuss our theoretical framework that is based on
two streams of research, i.e., escalation of commitment and corporate crime conve-
nience. Then, the case study is described, followed by a case analysis. In the discus-
sion we introduce a dynamic model explaining the drivers of unethical behavior
and explain how these drivers interact so that they push a project over to the darker
side. Finally, we present managerial and theoretical contributions.

Escalation of Commitment

In his seminal study on this phenomenon, Staw (1976: 29) describes escalation be-
havior as a negative reinforcing process: “due to a need to justify prior behavior, a
decision maker may increase his commitment in the face of negative consequences,
and this higher level of commitment may, in turn, lead to further negative conse-
quences”. Van de Ven and Poole (1990) found that negative outcomes in an innova-
tion project predicted subsequent expansion of actions in the wrong direction.
Thus, instead of accepting an immediate loss and terminating the project, decision
makers may commit new and additional resources in terms of funds, personnel, or
time to it. Once investors have made commitments to a project, they are inclined to
reinvest later in order to “save” their initial investment (Van de Ven et al., 2008).
This could lead to a costly circle of escalation (Staw and Ross, 1978).

In their meta-analytic review of the determinants of escalation of behavior,
Sleesman et al. (2012) describe four sets of antecedents. Project determinants ex-
plain that the decision to escalate or de-escalate depends on the highest expected
utility. The quality of information available to decision makers is such a project de-
terminant. Biyalogorsky et al. (2006) argue that escalation is caused by the im-
proper use of initial positive beliefs in the face of negative new information, and
Keil et al. (2000) remark that negative project status information is sometimes not
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available or not attended to. Simester and Zhang (2010) describe three ways of re-
sponding to unfavorable information in escalation settings: distorting, discrediting,
or simply not collecting information that may reveal unfavorable news. Uncertain,
ambiguous, or simply the lack of information about the project may increase escala-
tion. Psychological determinants are the second set of antecedents of escalation
behavior.

Examples of these determinants are sunk costs, self-efficacy, ego threats, and
personal responsibility for the initial decision (Sleesman et al., 2012). Project man-
agers who are personally responsible for negative outcomes are more inclined to
increase investment in resources (Staw, 1976). Schmidt and Calantone (2002) argue
that managers who initiate a project report a higher level of commitment to it than
do those who assume leadership after the start. Social determinants of escalation
describe the involvement of other parties (evaluators, commentators, rivals, observ-
ers). Decision makers subject to outside evaluation are more likely to escalate in
order to save face (Brockner et al., 1981; Sleesman, et al., 2012). Finally, structural
determinants of escalation describe the structural features of an organization and
its interaction patterns. The principal-agent perspective is part of this category,
whereby managerial incentives to escalate diverge from the interests of the organi-
zation (Sleesman et al., 2012). This may occur especially in a context that is condu-
cive to adverse selection, as when the manager has private knowledge and so can
pursue a personal agenda.

Sleesman et al. (2012) concluded from their literature review of these four sets
of determinants that a relative dearth exists of empirical studies examining social
and structural determinants. Some years later, a follow-up study was published fo-
cusing on the role of context (Sleesman et al., 2018), in particular group, organiza-
tional, and external context. The group context captures factors like autonomy and
authority. High levels of autonomy may increase escalation of commitment (Slees-
man et al., 2018; Weick and Sutcliffe, 2003). Organizational context focuses on or-
ganizational factors that contribute to escalation behavior, like decision making
processes, organizational identity and culture, corporate governance, and incen-
tives such as bonuses. Finally, the external context describes, for example, the
stakeholder environment, and market and industry factors. Sleesman et al. (2018)
conclude in their extensive review that escalation research has largely focused on a
single context and that little research has explicitly examined the interaction of fac-
tors across these three contexts. In addition, besides mentioning how legal commit-
ments may hamper the ability to terminate a project (Sleesman et al., 2018; Walker,
2000) the role of illegal and/or unethical practices in escalation of commitment is
not mentioned in this review.

Although criminal organizational practices, to the best of our knowledge, have
not been analyzed in the context of escalation of commitment, goal setting offers
more insight into these practices. Goalsetting is often perceived in a positive light,
meaning that high goals increase performance (Locke and Latham, 2013). However,
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there is also some evidence suggesting that high goals can lead to unethical and
criminal behavior (Schweitzer et al., 2004; Simmons, 2018; Welsh and Ordonez,
2014; Welsh et al., 2019). Welsh et al. (2020) argue that this is not only because of
rewards associated with goal attainment, but also because of changing morale rea-
soning processes related to the goal. As such, high goal commitment facilitates un-
ethical behavior by increasing not only the motivation to achieve the goal but also
the motivation to justify doing so by any means necessary (Jonnergard et al., 2010).
This is also known as state moral disengagement: a process through which individ-
uals justify unethical behavior (Moore, 2015).

Environmental Crime Case Study

The Vest Tank case that is the subject of our analysis is a case about illegal waste
disposal in Norway. Handling and disposal of waste has become more difficult and
expensive due to the increased focus on sustainable development goals and envi-
ronmental crime. As such, the potential financial gains for bending the rules or con-
cealing illegal dumping of waste can be substantial. Environmental harm and crime
has received increased attention in recent years (B6hm, 2020; Budo, 2021; Huisman
and Van Erp, 2013; Lynch, 2020). Traditionally, corporate crime cases have mainly
focused on non-violent financial crime. Recently, with increased environmentalism,
researchers have focused on corporate crime that can impose physical harm on peo-
ple (Benson and Simpson, 2018: 129):

These offenses are potentially much more serious in that they can and often do impose physi-
cal costs on individuals. This is not to say that the perpetrators deliberately set out to harm
other people. They do not. The physical harms that they cause are unintended in the sense
that they are not what the offender is trying to achieve. The motivation for the offense is not to
impose harm on others but rather to gain a financial advantage.

For example, Wingerde and Lord (2020: 478) argue that the waste industry is a
criminogenic industry that is vulnerable to environmental crime:

First, this concerns the waste product itself. Waste is a product that has a negative value at-
tached to it (. . .). Second, the industry in itself also has some characteristics that are consid-
ered to be criminogenic.

However, few individuals face convictions for environmental crime. For example,
after the British Petroleum (BP) Deepwater Horizon oil spill in the Gulf of Mexico in
2010, prosecutors brought criminal charges against four British Petroleum executives,
but no one ended up in prison (Fowler, 2014; Freeh, 2013; Thompson, 2017). Greife
and Maume (2020) found that:
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Despite recent attention to multi-billion-dollar settlements for environmental violations involv-
ing high-profile offenders such as BP and VW, criminal sanctioning of individuals and organ-
izations for environmental offenses is uncommon.

One exception is the conviction of both the chief executive officer and the chairper-
son of the board at Vest Tank in Norway, as well as a chemical advisor to the com-
pany, who received prison sentences for a tank explosion caused by dangerous
waste (Gormley, 2009; Gulating, 2013, 2015; Nordhordland, 2010; Pedersen, 2017).
Because going to prison is such a serious matter (Dhami, 2007; Logan et al., 2019;
Stadler et al., 2013), the case of Vest Tank falls into the category of dark projects.
The project was concerned with getting rid of the dangerous waste after Trafigura
was denied access to waste disposal at the usual site in Africa. The redirection of
the Probo Emu tanker to Norway is considered the project, as described below.

The methodology applied in this case study is archival review by content analy-
sis of court documents (Gulating, 2013, 2015; Nordhordland, 2010), media reports
(Gormley, 2009; Knudssgn and Bakke, 2009; NRK, 2015; Oliver, 2010; Pedersen,
2017), and published research (Maksimentsev and Maksimentseva, 2020). Content
analysis is any methodology or procedure that works to identify characteristics
within texts attempting to make valid inferences (Bell et al., 2018; Braaten and
Vaughn, 2019; Saunders et al., 2007). Content analysis assumes that language re-
flects both how people understand their surroundings and their cognitive processes
(Krippendorff, 1980; Patrucco et al., 2017). Therefore, content analysis makes it pos-
sible to identify and determine relevant issues in a context (McClelland et al., 2010).

Environmental Crime Description

The Probo Koala tanker ship was to deliver another shipment of coker gasoline
waste to the Ivory Coast, and her sister ship, Probo Emu, both owned by Trafigura,
was preparing for the same journey. Trouble started when the government of the
Ivory Coast detected illegal waste disposal and threatened to take Trafigura to court
for the illegal shipment of coker gasoline waste. The company was later prosecuted
and charged for 16 lethal cases and over 100,000 claims of health problems as a result
of harm caused by toxic pollution (Maksimentsev and Maksimentseva, 2020: 286):

In order to bring the story to a close and release its executives detained in a local prison in
expectation of host state court rulings on criminal charges, Trafigura concluded a settlement
deal, totaling 100b local francs, with host state government and local victims to pay 95b francs
to civil victims and 5b francs to the Céte d’Ivoire state budget in reparation and compensatory
payments, at that time an equivalent to approximately USD 198m; it also released its two top
managers from the local jail after the deal was properly enacted on 12 February 2007 and coun-
tersigned by the government of Céte d’Ivoire. Also, in order to avoid proactive collective law-
suits from the extraterritorial legal attempts of 1,000 victims from the Abidjan community
brought overseas to the London courts, Trafigura paid GBP 32m in an out-of-court settlement.
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Courts not only in the Ivory Coast and the United Kingdom, but also in the Nether-
lands later considered Trafigura as liable for deeply negligent pollution and damage to
the safety of the living environment of the host state citizens. The courts found the
damage to be a breach of security of industrial operations and transportation of oil
products with a heavy impact on human health in Africa. Contact with toxic waste,
spills and sludge remaining in the soil and water along oil-transportation pipelines
and around onshore and offshore oil-processing sites were considered the responsibil-
ity of both Royal Dutch Shell and Trafigura (Maksimentsev and Maksimentseva, 2020).

Rather than terminating their detected criminal activities after reactions and
controversy in the West African state, Trafigura instead redirected the Probo Emu
tanker ship to the tank facility Vest Tank in Norway (Knudssgn and Bakke, 2009;
NRK, 2015; Oliver, 2010). By not telling the whole story about the cargo to executives
at Vest Tank in Norway, the waste was accepted and treated by desulphurization,
since coker gasoline has low octane and high sulphur content (Gormley, 2009).

Vest Tank was selected for two reasons. First, Vest Tank was a company spe-
cializing in the receipt and treatment of wash water from the cleaning of empty
tanks on oil tankers. The company held the required environmental permits for
such activities. For Trafigura, Vest Tank in Norway was in a related business that
they could contact when they had trouble. For Vest Tank, Trafigura had a waste
disposal problem where Vest Tank could make a profit from cleaning it. Vest Tank
had entered into an agreement with Trafigura in 2006 to clean wash water from Tra-
figura’s oil tankers. Thus, there was already a business relationship between the
two companies. When Trafigura had a different waste disposal problem, Vest Tank
was willing to solve that problem for their customer as well. Six Trafigura vessels
arrived with coker gasoline at Vest Tank before the explosion occurred (Knudssgn
and Bakke, 2009; Pedersen, 2017).

The illegal chemical process at Vest Tank started with water and caustic soda
being added to the gasoline. Sulfur and some other impurities bind to the caustic
soda and precipitate. The mixture is then allowed to stand and separate, and the
gasoline that settles on top can be drained. However, some explosive residuals from
the coker gasoline accumulated at the bottom of the tank. An attempt was made to
neutralize the bottom layer by adding hydrochloric acid. This caused a flammable
gas to form, which was ignited by a spark from a coal filter. The pressure from the
explosion also caused the neighboring tank to burst, and the waste stored in it
flowed down to the explosion site and burned up there. The fire caused a large
cloud of poison that spread along the fjord in several directions. The cloud reached
the village of Eivindvik three hours after the explosion. Two weeks later, it was dis-
covered that a large proportion of Eivindvik’s one thousand inhabitants were inflicted
with disease. Some people developed migraine and other forms of headaches, while
others suffered from nausea and vomiting (NRK, 2015).

The dark project of illegal waste disposal caused public outrage after the explo-
sion at Vest Tank in Norway. Both the chairperson and the chief executive at Vest
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Tank as defendants received prison sentences in Norwegian courts (Gulating, 2013,
2015; Nordhordland, 2010). The commodity trading and logistics company Trafigura
avoided the criminal justice system. While Vest Tank corporate offenders were sen-
tenced to prison in Norway, Trafigura corporate offenders in the Ivory Coast were
released from custody in a settlement deal as explained earlier. Trafigura as a com-
pany had to pay fines in the UK, the Netherlands, and the Ivory Coast, but there
were never any convictions of Trafigura executives to the best of our knowledge.
Trafigura did not stop or alter their waste disposal business, but instead introduced
corporate structures with responsihility for potential wrongdoings in local subsidiar-
ies in Africa.

Environmental Crime Analysis

We apply the structural model of convenience theory to examine Trafigura’s motive,
opportunity, and willingness in Figure 7.1 (dark grey boxes). There was a threat to
the corporation of not getting rid of the dangerous waste that caused strain, pain,
and uncertainty (Langton and Piquero, 2007). Surprisingly often, environmental
crime and other forms of corporate crime are not caused by the well-known phe-
nomenon of greed (Goldstraw-White, 2012). Rather, avoidance of corporate problems
is more common as well as adaption to criminal market forces (Leonard and Weber,
1970), and required cooperation with criminal networks and cartels (Goncharov and
Peter, 2019).

Maksimentsev and Maksimentseva (2020: 285) suggest that executives at Trafi-
gura made a rational judgment to avoid risks of liability in the future by transferring
responsibility to local actors in Africa:

The rational judgment from the headquarters was to thus avoid risks related to physical partic-
ipation in local subsoil use and the environmental impact of criminal extracting and mining
operations. This would leave any trouble from host state jurisdictions to locally incorporated
special-purpose vehicles (subsidiaries and affiliates), thus anticipating that the corruption and
low competencies of local (host state) public officers, prosecution, courts and enforcement
agents would limit or mitigate any potential risk and negative impact of environmental crime
of transnational corporations, with minimum or no material impact on mother companies, al-
lowing them thus, according to Riley, to ‘evade the risk of liability’.

Trafigura obviously considered it a rational choice to have operations through host
state affiliates and subsidiaries under transnational companies holding corporate
control. Similarly, they found it convenient to have a shipment destined for Vest
Tank.

In the dimension of organizational opportunity of convenience theory, execu-
tives at Trafigura had opportunities both to commit and to conceal crime. They cre-
ated opportunity by entrepreneurship (Ramoglou and Tsang, 2016), and they had
specialized access in routine activity (Cohen and Felson, 1979) to commit crime.
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They created opportunity by institutional deterioration based on legitimacy with
lack of guardianship (Rodriguez et al., 2005), lack of control in principal-agent rela-
tionships (Bosse and Phillips, 2016), and rule complexity preventing compliance
(Lehman et al., 2020) to conceal crime.

Scheaf and Wood (2021: 2) found that entrepreneurial fraud has stimulated a
wide array of research related to white-collar crime, where they provided the follow-
ing definition of entrepreneurial fraud:

Enterprising individuals (alone or in groups) deceiving stakeholders by sharing statements
about their identity, individual capabilities, elements of new market offerings, and/or new
venture activities that they know to be false in order to obtain something of value.

INDIVIDUAL

POSSIBILITIES

CORPORATE

MOTIVE

INDIVIDUAL

THREATS

STATUS

coOMMIT

OPPORTUNITY
CONCEAL

CONVENIENCE ACTIONS

IDENTITY

CHOICE

LEARNING

INNOCENCE

Figure 7.1: Convenience themes in the Trafigura case.

Redirecting dangerous waste to a facility that had no state approval for handling it
was a rational choice in the motive dimension as well as in the behavioral dimen-
sion of convenience theory (Pratt and Cullen, 2005). Executives at Trafigura could
neutralize their potential guilt by claiming a dilemma had to be solved. Offenders
can argue that a dilemma arose whereby they made a reasonable tradeoff before
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committing the act (Schnatterly et al., 2018). Tradeoff between many interests there-
fore resulted in the offense. Dilemma represents a state of mind where it is not obvi-
ous what is right and what is wrong to do. For example, the offense might be
carried out to prevent a more serious offense from happening, such as dumping the
toxic waste in the ocean. Executives might also slide further down on the slippery
slope, where they had already left the right side for the wrong side of the law
(Welsh et al., 2014) while suffering from lack of self-control regarding law compliance
(Gottfredson and Hirschi, 1990).

System Dynamics Model

Convenience theory explains why people choose deviant behavior over normal
(legal, ethical) behavior. While the theory explains that deviant behavior is caused
by motive, opportunity, and willingness, the theory is still developing regarding in-
teractions and interdependencies between all three determinants. To analyze how
these three determinants may interact over time, we have developed a causal loop
diagram, inspired by the Vest Tank case as well as convenience dynamics. In devel-
oping the causal loop diagram, we applied the theoretical perspectives of commit-
ment escalation and crime convenience. The causal loop diagram is depicted in
Figure 7.2.

The arrows in a causal loop diagram indicate a causal relationship. A positive
causal relationship indicates that cause and effect behave in similar directions:
when the cause increases (decreases) the effect increases (decreases). A negative
causal relationship means that cause and effect behave in opposite directions:
when the cause increases (decreases) the effect decreases (increases). Feedback
loops can be either balancing (B) or reinforcing (R). Balancing loops are self-
stabilizing, and they bring equilibrium to the system. Reinforcing loops are ampli-
fying, they spiral out of control. These loops are also known as vicious or virtuous
cycles.

Starting below in the causal loop diagram, organizations set goals for projects.
(Note that we focus on projects and the effect project goals can have on project
managers. But goals can of course also be used for departments, groups, or pro-
cesses, which will influence the behavior of department, group, or process manag-
ers.) The more ambitious these goals are, the more difficult they are to realize. As
such, the ambition level of goals positively influences the complexity of the situa-
tion project managers need to deal with. Complex situations are often characterized
by a lack of visibility or transparency (Skilton and Robinson, 2009; Sterman 2000).
The situation may be ambiguous; information may be distorted or not readily acces-
sible, or observable to every stakeholder in the project. Such a lack of transparency,
however, creates opportunities to conceal certain activities, since it is hard for peo-
ple to understand and evaluate what is going on in those situations.
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Figure 7.2: Conceptual model of the convenience theory.

For example, a project manager may deliberately choose to hide negative infor-
mation about the project or twist the information to the project’s advantage without
the steering committee or the project owner noticing this. The opportunity for con-
cealing “evidence” positively influences the willingness of the project manager to
actually do so. This willingness is also impacted by the motives for deviant behav-
ior. Motives can be diverse, but they are affected by the attractiveness of deviant
behavior compared to normal, ethical behavior.

There may be personal financial incentives involved for getting the project to
the finish line or a promotion after the project’s completion. If, by bending the rules
a little, these incentives are easier to reach, one may not be able to resist temptation
and actually opt for the deviant behavior to solve a problem, similar to the state
moral disengagement described by Moore (2015). This is a dangerous choice, because
it is likely to start a path dependency, or commitment to this kind of behavior. Once
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the rules are bent, it is more difficult to go back to normal because this may require a
confession of the crime of deviant behavior. Commitment to the path chosen leads to
an increased attractiveness of deviant behavior, which increases the motives for a
continuation of this behavior even more, thereby continuing down the slippery slope
(Welsh et al., 2014). We have now described the first loop in our causal loop diagram:
the reinforcing loop of escalation of commitment to deviant behavior. The loop is rein-
forcing because it amplifies itself, it is a vicious cycle that may spiral out of control
(if nothing else happens to stop this behavior).

A side-effect of actually choosing deviant behavior in a given situation is that
the entire situation gets even more complex. The project manager now needs to
manage two worlds in one project: the world that everyone is allowed to see and
know about and the secret world where the deviant behavior is hidden. This does
not make the situation more transparent, and it may actually make it easier to con-
tinue with this kind of behavior. The two worlds make it even more difficult for
steering committees or other stakeholders to understand what is going on and as
such the opportunity for concealing deviant behavior increases. Now we have
a second reinforcing loop of complexity enabling deviant behavior.

Although a lot of crime or unethical behaviors in projects may remain undiscov-
ered forever, a large number will be discovered eventually. “Limits to growth” is a
well-known archetype in system dynamics (Senge, 1990) that describes that the
growth, represented by reinforcing loops in a system, and cannot continue forever.
Systems reach their limits. These limits are formed by balancing feedback loops.
These balancing loops either put a stop to the growth or they may even turn the
growth around and cause a decline of behavior. Previously, we discussed that the
more often someone bends or breaks a rule and selects deviant behavior, the more
complex and the less transparent the situation becomes. But at the same time also
more and more people, stakeholders, governance systems etc. are affected. The
probability that eventually someone starts to notice something strange or that a
warning signal turns red will increase over time. As such, the probability of getting
caught increases. When this happens, the attractiveness of deviant behavior is re-
duced, which in turn decreases the motives for this kind of behavior. We have la-
beled this the balancing loop of no place to hide. The probability of getting caught
also reduces the opportunity for concealing deviant behavior, which lowers the
willingness for this behavior. We call this the balancing loop of cold feet.

Together, these two balancing loops can either force the project manager (or the
offender of a crime) to choose legal, normal behavior over deviant behavior, or to
come clean and confess to crime committed. When this happens early in the project,
the project and the project manager may still be spared from disaster. Later in the
project, it is more likely that crime is discovered by someone else, which probably
puts an immediate stop to the project and the project manager’s career. This is what
happened in the Vest Tank case when the project literally exploded and revealed the
crime committed.
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Goal-Setting Research

This chapter uses the example of a waste disposal project to illustrate the relation-
ship between core dimensions of convenience theory and thereby explain the dy-
namics that can lead to a self-reinforcing cycle in terms of an escalation of deviant
behavior. It has highlighted mechanism that can spiral criminal behavior. The ex-
tension to convenience theory and its connection with escalation of commitment is
a conceptual contribution to the field of dark projects. Our contribution is in line with
previous research on escalation of commitment, dynamics, and self-reinforcing pro-
cesses by Alvarez et al. (2011), Fleming and Zyglidopoulos (2008), Hallgren (2007),
Stingl and Geraldi (2017), and Vaughan (1996). Some researchers make a distinction
between commitment toward a task and commitment toward behavior, which might
be explored in future research. One line of research is concerned with escalation of
commitment by normalization of deviant behavior (Fleming and Zyglidopoulos,
2008; Jenkins and Delbridge, 2017; Pinto, 2014; Vaughan, 1996).

The combination of motive, opportunity, and willingness for deviant behavior
may drive people to select unethical/illegal activities over ethical/legal activities.
The reinforcing loops described in our causal loop diagram in Figure 7.2 suggest
how deviant behavior reinforces itself. There is escalation of commitment to deviant
behavior: once you have chosen to go to the dark side, it is very hard to go back.
The causal loop diagram can also be used to explain decision making in projects
that do not literally go to the dark side, but nevertheless are running out of control.
In these projects, a project manager may have the motive, opportunity and willing-
ness to hide some negative information about the project and to paint a more posi-
tive picture of the project to the steering committee. When the steering committee
then approves and supports the continuation of the project, it will be more difficult
for the project manager to reveal this negative information in a later stage and eas-
ier to continue hiding it. As such, our causal loop diagram suggests how escalation
of commitment to a certain kind of behavior can lead to projects spiraling out of
control. Escalation of commitment to behavior is different from escalation of com-
mitment to a project, although the results may be the same. Therefore, our findings
point to a new avenue for research on escalation of commitment.

By combining contextual factors of escalation of commitment (group, organiza-
tion, external contexts), as suggested by Sleesman et al. (2018), goal-setting addi-
tion that explains that deviant behavior can be triggered when goals are (too)
ambitious (Welsh et al. 2020), and finally the three elements of the theory of conve-
nience, we show how commitment to deviant behavior can escalate. We also de-
scribed two ways to break the escalation cycle. An offender may eventually realize
that one has pushed the boundaries too far and that there is no way to continue
with deviant behavior without getting caught. This reduces opportunity and will-
ingness for deviant behavior. Also, the attractiveness of deviant behavior compared
to legal/ethical behavior decreases that will negatively impact the motivation for
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deviancy. If it is not too late, this realization may stop deviant behavior in favor of
legal/ethical behavior. But if it is too late, deviant behavior will be discovered and
offenders will probably get caught.

In addition, our causal loop diagram shows that escalation is not a one-time
event. It is a dynamic process that grows over time. The majority of previous research
on escalation of commitment has focused on determinants or antecedents, but not so
much on the interrelations between determinants and how they can reinforce each
other (Sleesman et al., 2018). In fact, our diagram proposes that one can get stuck
into a path of deviant behavior down the slippery slope (Welsh et al., 2014).

Our findings also help explain the “sweet spot” in the relationship between moti-
vation and performance that is mentioned in goal-setting research. Ambitious goals
increase motivation and as such performance, but goals that are too ambitious may
enable state moral disengagement (Welsh et al., 2020). Our model in Figure 7.2 sug-
gests that when it is not possible to lower the ambition level of goals, deviant behav-
ior can still be avoided when the opportunities for this behavior are reduced. This
can be done by increasing governance mechanisms or by removing incentives that
increase motivation for deviant behavior. As such, our model contributes to the call
for more research on the dynamics between motivation and performance (Welsh
et al., 2020).

Finally, our findings also contribute to the convenience theory. This theory ex-
plains that motive, opportunity, and willingness cause deviant behavior. But it is
underdeveloped whether these three determinants are required at the same time
and if interdependencies exist between them. Our causal loop diagram in Figure 7.2
proposes that motive, opportunity, and willingness are interconnected in such a way
that they can reinforce each other which creates an escalation of commitment to devi-
ant behavior. This dynamic perspective contributes to the theory of convenience.
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Cartels are illegal associations of corporations who cooperate rather than compete
on the same markets. Cartel members enter into agreements where they divide mar-
kets among themselves, decide on pricing, and agree on production quotas for each
member. The purpose is to avoid competition to increase profits without a need for
efficiency, effectiveness, and innovation. Customers of cartel members suffer by pay-
ing too much for goods and services of inferior quality (Bertrand and Lumineau,
2016; Jaspers, 2020). If cartel is the name of the game in an industry, the only way to
survive might be to join the cartel, where cartel members divide markets among
themselves (Freiberg, 2020; Goncharov and Peter, 2019; Nielsen, 2003).

Corporate Cartel Crime Story

When the Soviet Union turned partly into Russia and the iron curtain in East Europe
fell down, then many west-European companies wanted to approach the Russian
market. One of them was a small Norwegian ABB subsidiary that was in the busi-
ness of producing signaling cables for car and computer manufacturers. In every
BMW car there was one meter of cable produced in Norway, and in many Siemens
computers, there was a short piece of cable produced in Norway. When approach-
ing the Russian market, meetings in Moscow with interested parties were quite suc-
cessful. However, when returning to Norway, the sales approach was stopped by
the headquarters in Switzerland. Norwegians were told that they were not allowed
to approach the Russian market. The Russian market belonged to the Finnish cable
producer Nokia. In return, Nokia stayed away from Sweden and Norway, while ABB
stayed away from Finland as well as Russia. This came as no surprise to the Norwegian
subsidiary, since they already knew that the local cable market in Norway was divided
between ITT (later Alcatel) and ABB, where some wholesalers were customers of ITT,
while other wholesalers were customers of ABB.

It was no surprise to the Norwegians also because they had the same experience
in other parts of the cable market. Just like they themselves were part of a cartel in
the cable market, they knew that their customers were part of cartels as well. When
they sold cables for electricity rather than for signals, large construction entrepre-
neurs such as Skanska (Landre, 2006), Peab (Gedde-Dahl et al., 2007), Veidekke
(Landre, 2006; Lilleas, 2011), NCC (Landre, 2006; Lilleas, 2011), AF Group (Brandvol,
2016), and others did not really compete with each other. When the main airport in
Norway at Gardermoen outside the capital of Oslo was expanded, the costs far exceed
forecasts because of cartel activity. Similarly, when the Norwegian parliament build-
ings in Oslo were renovated and expanded, the costs far exceeded forecasts because
of cartel activity. It was expended that the same would be the case when the new
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government center in Oslo should be rebuilt in the late 2020ies after the terrorist at-
tack in 2011. The named companies had experienced some minor fines and lenience
in exchange for cartel confessions to Norwegian regulatory authorities (Lilleas, 2011).
One frequent cartel pricing approach is to agree among cartel members on who is
next in line. That business provides a very expensive offer to the customer. The other
cartel members provide offers as well, but they price their offers even higher than the
business that is next in line (Goncharov and Peter, 2019).

The chief executive at ABB from 1988 to 2002 was the Swede Percy Barnevik
stationed in Ziirich in Switzerland. After Barnevik’s resignation, he became the cen-
ter of a giant pension dispute that shook Sweden in 2003. When the new ABB board
made the pension payment public, Barnevik was forced to resign from other posi-
tions and return a large fraction of his pension to ABB (Shah, 2002). A few years
earlier, researchers compared ABB’s Percy Barnevik to Virgin’s Richard Branson in
terms of charisma in action by transformational abilities (Vries, 1998) as one of the
new global leaders (Katz, 1999). Barnevik’s fall from grace was thus very steep.

Cartel Partners in Corporate Crime

A cartel is an association of independent firms in the same industry that strive to re-
duce competition by agreeing on areas such as market sharing, pricing levels, and pro-
duction quotas. A cartel is collective misconduct of firms (Bertrand and Lumineau,
2016: 983):

Instead of competing with one another, cartel members rely on each other’s agreed course of
action. Consequently, these underhanded agreements reduce the member firms’ incentives to
provide new or better products and services at competitive prices. Their clients (other businesses
or final consumers) ultimately pay more for lower quality. Final consumers observe a reduction
in their welfare, and businesses suffer from more expensive inputs. By artificially decreasing the
natural level of competition in the market, cartels decrease the overall competitiveness not only
of the cartelized industry but also of other industries. The damage to customers and other busi-
nesses can thus be significant, particularly when cartels are able to last for years.

Bertrand and Lumineau (2016) studied cartels that were prosecuted between 2001
and 2011 by the Directorate General for Competition within the European Commis-
sion. The directorate is responsible for enforcing the European antitrust regime. The
sample consisted of 41 cartels with 463 members. The study purpose was to under-
stand the variety of age-based experience, the separation in uncertainty avoidance,
and the power disparity in cartels. The study found evidence that the diversity of
members involved in cartels is a critical factor of the longevity of such secret activ-
ity. The cartels with the longest lifetime until detected and prosecuted were charac-
terized by a high variety of age-based experience, by cultural similarity, and by one
firm being the leader in each cartel. Cartels survived for a shorter period of time
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when group members had similar backgrounds, did not share the same values, and
did not have a leader to manage the group.

Markets with crime forces can represent painful corporate economic threats. In
many markets, there are cartels that regulate the supply side. A cartel is an implicit
agreement between firms in the same industry to fix prices, to divide customers and
markets among themselves, to fix industry outputs, to allocate territories, or to divide
profits (Goncharov and Peter, 2019: 152):

Cartel members seek to act collectively, as if they were a single monopolist, thereby maximiz-
ing the collective profit. By doing so, cartels violate competition policy and severely reduce
consumer welfare through price-fixing activities that increase the price of goods far beyond
the competitive level. Recent evidence shows that the average price overcharges by cartels
prosecuted by U.S. and EU cartel authorities were 48.4 and 32.2 percent, respectively.

Supply to some customers occurs only from some vendors, while supply to other
customers occurs only from other vendors in the cartel. There is only symbolic com-
petition between vendors as far as they all seem to offer their products to all poten-
tial customers. Cartel members agree not only on market division but also on prices
to various customers. When a public procurement officer asks for offers from all po-
tential vendors, they may all provide an offer. However, they have agreed who is next
in line by determining the relative price offer among themselves. The vendor next in
line provides an expensive offer to the public procurement officer, while the remain-
ing vendors provide offers that are even more expensive to the public procurement
officer.

In Norway, large construction projects for the government and municipalities
tend to suffer from cost overruns, where responsible politicians and bureaucrats
typically have to leave their positions while there is suspicion of cartel arrange-
ments among construction firms that drive construction projects into cost overruns.
In the city of Oslo where a substantial cost overrun occurred when developing a
reserve water source for all six hundred thousand inhabitants, the top politician
Lan Marie Berg, in the position of environmental council, had to resign from her
post (Lgnnebotn, 2021):

-Before we talk about Lan Marie Berg and the water supply case, I would first like to say: “Why
is the cost overrun so large? My hypothesis is that there is a cartel”.

Petter Gottschalk, an economist and professor at BI Norwegian Business School, has followed
the case of Oslo’s new reserve water supply closely. This week it became known that the con-
struction work will be NOK 5.2 billion more expensive than estimated, and city councilor Lan
Marie Berg had to resign for not having informed the city council well enough.

-A cartel is not a price collaboration, as many believe. Cartel activity means that you share the
market and contracts among cartel members. Whose turn is it now? The cartel members agree,
and the company in question submits an expensive tender. The other cartel members, the
“competitors”, then submit even more expensive tenders. We saw this when the airport at
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Gardermoen was expanded, and the budget cracked. And it was repeated in the expansion of
the Norwegian parliament Stortinget. Even when one is annoyed that it will become more ex-
pensive, other contractors would put themselves even higher in price. Cartel activities are in-
credibly widespread in Norway, and I will not be surprised if the construction of the new
government quarter becomes twice as expensive as estimated. Due to cartel activities. Many
construction enterprises have been fined for cartel activities over the years, but they continue
like before, since the fines are so low.

-But this is a criminal offense, isn’t it?

-Yes, when competitors communicate with each other and make agreements that affect the
free market, then it is a criminal offense. But the Norwegian competition authority (Konkurran-
setilsynet) does not have the competence to investigate such matters, and the National author-
ity for investigation and prosecution of economic and environmental crime in Norway
(@kokrim) does not prioritize them, so it happens over again and again. The chief executive at
the Storting had to leave after the budget gap there, and now Lan Marie Berg has to leave her
position in Oslo.

Being a member of a cartel is illegal in most countries, yet they exist all over the
world. Trying to operate outside a cartel in an industry can be painful and impossi-
ble to survive. To stay in the industry, businesses have to adapt to the usual way of
business in markets with crime forces. In some markets, there is no other choice
but to break the law. If a cartel completely dominates a market, then a new entrant
may perceive no other choice but to join the cartel and cooperate with others on price
fixing and other illegal activities. The market is such that the only way to survive is to
implement financial practices similar to the ones applied by competitors. If corrup-
tion is the name of the game, every corporation in the industry has to provide bribes
to stay in business.

Secrecy and concealment are at the center of cartel activities preventing detec-
tion (Bertrand and Lumineau, 2016). Therefore, Jaspers (2020) found that cartel con-
fessions are an essential source for competition authorities in uncovering cartels.
Confessions can be attractive to cartel members when leniency offers corporations
the possibility to come clean about their involvement in cartels. A confessing cartel
member can achieve immunity from competition authorities, especially if the cartel
member is the first to notify authorities of that particular cartel and if authorities
had no ongoing suspicion or investigation against the cartel.

Convenient Financial Motive

In many organizations, ends justify means (Campbell and Goritz, 2014). If ends in
terms of ambitions and goals are difficult to realize and achieve in legal ways, ille-
gal means represent an alternative in many organizations (Jonnergard et al., 2010).
Among most executives, it is an obvious necessity to achieve goals and objectives,
while it is an obvious catastrophe failing to achieve goals and objectives. Welsh
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and Ordonez (2014) found that high performance goals cause unethical behavior.
Dodge (2009: 15) argues that it is tough rivalry making executives in the organiza-
tion commit crime to attain goals:

The competitive environment generates pressures on the organization to violate the law in
order to attain goals.

Individual executives would like to be successful, and they would like their work-
place to be successful. Being associated with a successful business is important to
the identity of many executives. They explore and exploit attractive corporate eco-
nomic possibilities in both legal and illegal ways, so that their organization can
emerge just as successful, or as even more successful, than other organizations.
Profit orientation becomes stronger in goal-oriented organizations whose aim tends
to be an ambitious financial bottom line.

When an organization develops and maintains a strong systematic socialization
program, employees not only identify with the organization but also its goals.
When personal promotion or dismissal, as well as bonuses and benefits link directly
and individually to the achievement of goals, then employees identify even stronger
with organizational goals. When the socialization process couples tightly to strong
accountability systems, employees perceive the pressure from individually oriented
regulation to achieve organizational goals. The pursuit of goals therefore does not
at all imply the absence of crime. The bottom-line focus within an organizational
context might increase the frequency of financial crime on behalf of the organization
for profit or enhancement. A strong emphasis on goal attainment might indeed lead
organizational members to engage in illegal acts (Kang and Thosuwanchot, 2017).

Incentive systems such as bonus arrangements can lead to corporate crime
such as cartel membership to meet sales targets or other targets on which bonus
payments depend (Nichol, 2019).

A business organization such as ABB is always looking for attractive corporate
economic possibilities as illustrated in Figure 8.1. Profit-driven crime is a result of a
desire for more gain (Naylor, 2003). We thus develop an understanding of profit-
driven crime in mainly economic rather than in sociological terms.

Convenient Organizational Opportunity

Cartels cause collapse of normal market mechanisms as illustrated in Figure 8.1
While cartels can represent painful corporate economic threats as discussed earlier
in economical dimension of convenience theory, a cartel can represent an opportu-
nity for those enterprises that have joined the cartel. In many markets, there are
cartels that regulate the supply side. Cartel members agree not only on market divi-
sion but also on prices to various customers (Goncharov and Peter, 2019).
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The social exchange perspective aids explanations of how power structures in
cartels and corruption networks develop and institutionalize through relationship
building and social exchanges among participating enterprises. The perspective
suggests that organizational activities are contingent on the actions of other organ-
izations. The successful cartels and networks are dependent on generation of obliga-
tions and fulfillment of rewards. Relational efforts in an industry or in a community
lead to repeated patterns of interactions that may develop into durable institutions of
interdependencies in cartels and networks (Cropanzano and Mitchell, 2005; Lawler
and Hipp, 2010).

Cartels and corruption networks are important to many global business enter-
prises. When the corruption case at Siemens became public, Murphy and Dacin
(2011) found that the business climate encouraged corruption and fraudulent be-
havior as normal and acceptable. To cope with the scandal, Siemens replaced its
management board (Berghoff, 2018: 423):

Siemens is one of the world’s leading electrical engineering corporations. In 2006, a massive
corruption scandal erupted, concluded in 2008 with a record fine. For Siemens the largest risk
was being barred from government contracts. As a consequence, it replaced virtually its entire
managing board, an unprecedented procedure in the history of the company.
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Figure 8.1: Convenience themes for ABB in cables cartel.
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However, the criminal market structures did not change. Siemens thus “thrived
in the cozy world of national monopolies and cartels, which guaranteed high mar-
gins and no worries about rivals” (Berghoff, 2018: 425). While the new management
at Siemens attempted trust repair among stakeholders by introducing updates rules
and guidelines, Eberl et al. (2015: 1205) found that the new rules were paradoxical
in nature and thus difficult to implement in practice:

Our findings suggest that tightening organizational rules is an appropriate signal of trustwor-
thiness for external stakeholders to demonstrate that the organization seriously intends to pre-
vent integrity violations in the future. However, such rule adjustments were the source of
dissatisfaction among employees since the new rules were difficult to implement in practice.
We argue that these different impacts of organizational rules result from their inherent para-
doxical nature.

Convenient Deviance Willingness

As illustrated in Figure 8.1, it is a rational choice for ABB to participate in the car-
tel. The rational choice of corporate crime by cartel membership is based on advan-
tages exceeding disadvantages by such membership. The rational choice assumption
about offending is based on a normative foundation where advantages and disadvan-
tages are professionally compared (Miiller, 2018). When there is no perceived likeli-
hood of detection, then there is no deterrence effect to prevent offences (Comey,
2009). If there is a certain perceived likelihood, then willingness might depend on
the perceived consequences. For potential white-collar offenders it can be frightening
to think of time in jail or prison. Research has shown that some white-collar offenders
suffer from special sensitivity in prison, while others have special resilience in prison
(Logan, 2015; Logan et al. 2019), which means that they cope better with incarcer-
ation than other inmates. Deterrence comes from whether or not an offender has
to go to prison, rather than the severity of sanction in terms of imprisonment
length. Generally, the severity of punishment has shown to have no effect on re-
cidivism (Mears and Cochran, 2018). Given the likelihood of lenience in exchange
for cartel confessions, the minimal penalties often imposed on companies, and the
unlikely prosecution of individual executives, the deterrence effect from potential
punishment is low in the rational choice consideration of costs versus benefits
(Jaspers, 2020).

Rational choice is concerned with benefits of crime exceeding costs (Pratt and
Cullen, 2005), where the perceived likelihood of penalties and incarcerations is a
cost element. Another cost element is media exposure, where investigative journal-
ists often are the first to disclose suspected corporate crime and the offenders. Press
reporters’ detection of misconduct and crime “represented an important ingredient
of the nineteenth-century newspaper” (Taylor, 2018: 346), and this is certainly also the
case so far in the twenty-first century media.
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The economic model of rational self-interest is all about weighing up the pros
and cons of alternative courses of organizational action. When the desire increases,
then the benefits in the rational benefit-cost comparison increase that in turn influ-
ences willingness. The rational choice perspective simply states that when benefits
exceed costs, we would all do it. The perspective is explicitly a result of the self-
regarding preference assumption, where rationality is restricted to self-interested
materialism (Paternoster et al., 2018).

The rational choice perspective suggests that anyone might be an offender
when the benefits of a crime exceed expected costs of crime (Pratt and Cullen,
2005). Rational choice assumes that the standard economic model of organizational
preferences will determine whether crime is committed. The greater the benefits of
crime and the smaller the costs of crime, the more attractive it is to commit criminal
acts. The economic model of rational self-interest does not imply that every corpo-
ration in the same situation will conclude and act in the same way. There will be
different choices in the same situation because rationality is a subjective matter.
For example, the objective detection risk will be the same for organizations in ex-
actly the same situation, but the subjective detection risk will vary with executive
variations in risk willingness and risk perception. Similarly, the threat of punish-
ment works fewer deterrents on some than on others. The economic perspective is
thus concerned with the influence of rational self-interest in explaining corporate
criminality (Pillay and Kluvers, 2014). The economic model of rational self-interest
is all about weighing up the pros and cons of alternative courses of actions. The
model considers incentives and probability of detection (Welsh et al., 2014). This
applies to both private and professional life of executives. Human behavior finds
motivation in the self-centered quest for satisfaction and avoidance of suffering
(Hirschi and Gottfredson, 1987).

Norwegian Cartel Business Partners

As described above, a cartel is an association of independent firms in the same indus-
try that agree to remove competition by sharing markets and other forms of collective
misconduct (Bertrand and Lumineua, 2016; Goncharov and Peter, 2019). In Norway,
many industries are dominated by cartels. Independent firms may have to join cartels
to survive and stay in business (Freiberg, 2020). Examples include division of the
cable market in Norway between vendors and division of the construction market be-
tween entrepreneurs (Lilleds, 2011).

From time to time, cartels are detected in Norway. In 2021, a cartel with members
from the alarm industry was exposed in the media. Alarm companies such as Sector
Alarm and Verisure were detected and fined by the Norwegian Competition Authority
two years earlier (Krattum, 2019). The authority had evidence that the companies had
collaborated on market sharing and not selling home alarms to each other’s customers
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between 2011 and 2017. Verisure disagreed with the authority’s assessment. The alarm
company received a fine of NOK 766 million but made it clear that the decision would
be appealed to the Competition Appeals Board. Sector Alarm, on the other hand, ac-
cepted a fine of NOK 467 million (Svendsen and Solheimsnes, 2021).

Norway has six million inhabitants located at the border of Sweden, Finland,
and Russia. In 2021, Verisure had 240,000 home alarm customers in Norway. The
company changed its name from Securitas Direct to Verisure in 2014 (Rise, 2014). The
chief executive Tore Staveland did not accept to pay the fine of NOK 766 million
(about USD 80 million). Verisure had 454 employees in 2019 with revenues of NOK
1.3 billion (about USD 140 million). Profits before tax were NOK 350 million (about
USD 37 million). The fine of USD 80 million thus represented the equivalent of about
two years of profits.

The chief executive officer at Sector Alarm is Jargen Dahl. He is a billionaire who
founded Sector Alarm in 1995. He accepted to pay the fine of NOK 467 million (about
USD 50 million). In 2021, Sector Alarm had 175,000 customers. The firm expressed
the reason for acceptance of the fine (Brenli, 2020):

-One and a half year ago, we chose to adopt the fee from the Norwegian Competition Author-
ity. This is because we wanted to put the case behind us and use all our efforts to deliver the
best possible service to our customers. We considered ourselves finished with the case and
beyond that we have no other comments, says communication manager at Sector Alarm Sissel
Eckblad.

Sector Alarm is smaller than Verisure with revenues of NOK 865 million (about USD
90 million) and negative profits in 2019. Normally, the company has annual profits
of USD 30 million, which implies that a fine of USD 50 represents the equivalent of
a little less than two years of profits.

The Norwegian penal code describes general provisions and corporate punish-
ment. Penal code § 27 defines penalty for corporations:

When a section of law has been violated by someone who has acted on behalf of the enter-
prise, the enterprise can be punished. This applies even if no individual has shown guilt or is
liable. Enterprise means company, cooperative, association, or other mergers, sole proprietor-
ship, foundation, estate, or public business. The penalty is fine. The enterprise may also be
deprived of the right to carry on its business or prohibited from carrying it out in certain
forms, and confiscation may be imposed.

Penal code § 28 regulate criteria to be applied to the extent of corporate punishment:

(a) The preventive effect of the punishment. (b) The seriousness of the offense, and
whether anyone acting on behalf of the enterprise has shown guilt. (c) Whether
the enterprise could have prevented the offense by means of guidelines, in-
structions, training, supervision, or other measures. (d) Whether the offense
was committed to promote the interests of the enterprise. (¢) Whether the enter-
prise has had or could have obtained any benefit from the offense. (f) The finan-
cial capacity of the enterprise. (g) Whether other reactions as a result of the
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offense are imposed on the enterprise or someone who has acted on its behalf,
including whether any individual is punished. (h) Whether an agreement with
a foreign state presupposes the use of a corporate penalty.

The section of Norwegian law that is violated by a cartel is § 10 in the law regarding
competition among enterprises:

Any agreement between enterprises, any decision taken by associations of enterprises, and
any concerted practice, which has the purpose or effect of preventing, restricting, or distorting
competition is prohibited, in particular those (a) to determine directly or indirectly purchase
or sale prices or other business terms, (b) to limit or control production, sales, technical devel-
opment or investments, (c) to divide markets or sources of supply, (d) to apply to trading part-
ners different conditions for equal services and thereby place them less favorable in the
competition, (e) to make the closing of contracts conditional on the co-contractors accepting
additional services which, by their nature or in accordance with normal business practice,
have no connection with the object of the contract.

Corporate punishment thus implies an analysis of the basic circumstances for pun-
ishing enterprises. It is based on historical, legal-political, and moral assumptions
on which corporate liability rests. Nevertheless, corporate punishment is in a state
of tension with the traditional criminal law. This has to do with the fact that crimi-
nal law is closely linked to moral notions of blame. Blame and guilt are traditionally
linked to human actions and consciousness. These are characteristics that an enter-
prise lacks. The basic conditions for personal criminal liability therefore do not
apply here (Alalehto, 2020). At the same time, practically all business activities are
organized as enterprises (Bundy and Pfarrer, 2015). This creates a preventive need
for corporate penalties for offenses committed in such activities, which the Norwe-
gian government is reluctant to pursue. As argued by Haines and Macdonald (2021),
law has an ambivalent presence in criminological analysis and prosecution of cor-
porate crime.
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Car manufacturer Volkswagen in Germany was unable to meet new, lower emission
standards for their diesel cars. To avoid detection of emission standards violation,
the car manufacturer installed a defeat device in each of its diesel engines (Jung and
Sharon, 2019: 6):

This software enabled the vehicles to pass emission tests under laboratory conditions while emit-
ting 40 times the level of pollution allowed in the United States during normal use. The software
was installed in 11 million diesel vehicles worldwide, including 590,000 in the United States.

The fraud was detected in 2015 by researchers at the University of West Virginia
who discovered the defeat device. The chief executive at Volkswagen, Martin Winter-
korn, had to resign later that year. Winterkorn’s resignation came less than a week
after the company admitted that some US diesel cars contained software designed to
evade emissions tests.

Criminal Car Market Activities

Van Erp and Lord (2020: 3) commented on corporate crime seriousness in Europe
compared to the United States, and they presented the Volkswagen emission scan-
dal as an anecdotal evidence of corporate crime being more serious in the US:

In 2015, it was revealed how software manipulation and emissions fraud were deeply embed-
ded in one of the most iconic European companies, Volkswagen (VW), as well as in several
other European car manufacturers. In addition to confirming concerns about the lenient EU
regulation of diesel emissions, the discovery of the fraud in the US painfully illustrated the
complete absence of enforcement in the European car manufacturing industry as compared
with the US. Moreover, the VW fraud provides a perfect illustration of strain, as Volkswagen
did not have the technical ability to manufacture a ‘clean’ diesel engine that was at the same
time attractive enough to survive in a competitive global market.

The US Environmental Protection Agency brought the Volkswagen fraud to light,
which led to inquiries in Europe as well. Van Erp and Lord (2020) claimed that
there are many more examples of reluctance in Europe to be tough on corporate
crime. In particular, they mentioned Irish, Dutch, and UK governments that find
companies beneficial to their economy despite criminal activities.

The criminal car market activity included car manufacturers BMW and Daimler
in addition to Volkswagen. The European commission charged the three automakers
with colluding to limit the introduction of clean emission technology in the preliminary
findings of an antitrust investigation. The European commission took out a similar car-
tel case against MAN, Volvo/Renault, Daimler, Iveco, and DAF some years earlier that
ended with penalties totaling three billion Euros (Neslen, 2019).

https://doi.org/10.1515/9783110766950-010
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Corporate crime seriousness might be measured by changes in company share
price and changes in the demand for cars. While the share price for Volkswagen
dropped to almost half of its normal value, it quickly recovered. The demand for
cars was not affected, and in 2017, two years after the scandal, Volkswagen was the
world’s largest automaker (Jung and Sharon, 2019).

Convenient Financial Motive

The financial motive was to avoid loss in revenues and higher innovation and pro-
duction costs. Both represent threats to Volkswagen’s financial performance as in-
dicated in Figure 9.1. Revenue loss would occur when car markets such as the
United States denied Volkswagen access because of diesel omissions. Higher inno-
vation and production costs would occur when Volkswagen would have to innovate
and rebuild their diesel cars to meet omission standards.

Threats can create moral panic. Moral panic can characterize reactions that do
not accurately reflect the actual danger of a threat. During a moral panic, sensitization
processes generate an escalation in the individual and organizational disturbance
(Kang and Thosuwanchot, 2017).

Chattopadhyay et al. (2001) studied organizational actions in response to threats.
They found that threats are associated with urgency, difficulty, and high stakes.
Threats involve a negative situation in which loss is likely and over which one has
relatively little control.

A possibility implies a positive situation in which gain is likely and over which
one has a fair amount of control, while at the same time been characterized by ur-
gency, difficulty, and high stakes (Chattopadhyay et al., 2001).

In conformity with the managerial perspective in business literature which
highlights the role of managers as agents in deciding enterprise strategies and oper-
ations (Lopez-Rodriguez, 2009), as well as leading the activities required to imple-
ment corporate priorities, managers can develop and implement both legal and
illegal strategies. Managers’ perceptions and interpretations determine their com-
mitment to certain goals over other goals (sub-goals). The goal of business enter-
prises is to make a profit, where enterprises often have the choice between legal
and illegal means. Strong and ambitious goal-orientation in competitive markets
can lead to a strategic choice of white-collar crime. We understand profit-driven
crime by both legal and criminal business enterprises mainly in economic rather
than sociological or criminological terms. The amounts involved can be staggering
(Menon and Siew, 2012).
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Convenient Organizational Opportunity

Corporate offenders at Volkswagen typically had legitimate access to resources to
commit and conceal crime (Williams et al., 2019). A resource is an enabler applied
and used to satisfy human and organizational needs. A resource has utility and lim-
ited availability. A white-collar offender has usually access to resources that are
valuable (application of the resource provides desired outcome), unique (very few
have access to the resource), not imitable (resource cannot be copied), not transfer-
rable (resource cannot be released from context), combinable with other resources
(results in better outcome), exploitable (possible to apply in criminal activities), and
not substitutable (cannot be replaced by a different resource). According to Petrocelli
et al. (2003), access to resources equates access to power. Others are losers in the
competition for resources (Wheelock et al., 2011). In the conflict perspective sug-
gested by Petrocelli et al. (2003), the upper class in society exercises its power and
controls the resources.

Opportunity is dependent on social capital available to the offenders. The struc-
ture and quality of social ties in hierarchical and transactional relationships shape
opportunity structures. Social capital is the sum of actual or potential resources ac-
cruing to the criminal by virtue of his or her position in a hierarchy and in a net-
work. Social capital accumulated by the individual in terms of actual and potential
resources, which are accessible because of profession and position, creates a larger
space for individual behavior and actions that others can hardly observe. Many initia-
tives by trusted persons in the elite are unknown and unfamiliar to others in the orga-
nization. Therefore, white-collar criminals do not expect consequences for themselves.

Berghoff and Spiekermann (2018: 291) argue that all economic transactions de-
pend on a certain degree of trust, without which transaction costs would simply be
too high for economic activity:

White-collar criminals abuse the good faith of various stakeholders, from customers to the
general public, from shareholders to the authorities. Therefore, white-collar crime often coin-
cides with the breach of trust.

Offenders take advantage of their positions of power with almost unlimited author-
ity in the opportunity structure (Kempa, 2010), because they have legitimate and
often privileged access to physical and virtual locations in which crime is commit-
ted, are totally in charge of resource allocations and transactions, and are success-
ful in concealment based on key resources used to hide their crime. Offenders have
an economic motivation and opportunity (Huisman and Van Erp, 2013); linked to
an organizational platform and availability, and in a setting of people who do not
know, do not care or do not reveal the individual(s) with behavioral traits who com-
mit crime. Opportunity includes people who are loyal to the criminal either as a fol-
lower or as a silent partner, for example, when the follower perceives ambitious
goals as invariable.
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The resource-based perspective postulates that differences in individuals’ op-
portunities find explanation in the extent of resource access and the ability to com-
bine and exploit those resources. Executives and other members of the elite are
potential offenders that are able to commit financial crime to the extent that they
have convenient access to resources suitable for illegal actions. Access to resources
in the organizational dimension makes it more relevant and attractive to explore
possibilities and avoid threats using financial crime. The willingness to exploit a
resource for fraud and corruption increases when a potential offender has a percep-
tion of relative convenience. Criminal acts disappear from easy detection in a multi-
tude of legal transactions in different contexts and different locations performed by
different people. The organizational affiliation makes crime look like ordinary busi-
ness. Offenders conceal economic crime among apparently legal activity. Offenders
leverage resources that make it convenient to conceal crime among regular busi-
ness transactions. In particular, businesses that practice secrecy rather than trans-
parency enable convenient concealment of financial crime (Transparency, 2018).
Chasing profits leaves people more creative in finding ways to make more legal as
well as illegal profits for themselves and the organization, and people become more
creative in concealing crime in various ways (Fiiss and Hecker, 2008). Offenders
carry out crime in such a way that the risk of detection is minimal and even micro-
scopic (Pratt and Cullen, 2005).

As suggested by Berghoff and Spiekermann (2018: 290), sophisticated conceal-
ment is an important factor in white-collar crime:

The privileged position of white-collar criminals is the result of several factors. Their offences
are especially difficult to prosecute because the perpetrators use sophisticated means to con-
ceal them. They can also often afford the best lawyers and have the political clout to influence
the legislative process to their advantage and, if need be, to bribe prosecutors and judges. Ad-
ditionally, the class bias of the courts works to their benefit. The law is often seen as not bind-
ing, at least not for and by economic elites.

White-collar offenders have legitimate access to premises (Benson and Simpson,
2018; Williams et al., 2019), and they have specialized access in routine activities
(Cohen and Felson, 1979). The routine activity perspective suggests three conditions
for crime to occur: a motivated offender, an opportunity in terms of a suitable tar-
get, and the absence of a capable or moral guardian. The existence or absence of a
likely guardian represents an inhibitor or facilitator for crime. The premise of the
routine activity perspective is that crime is to a minor extent affected by social
causes such as poverty, inequality, and unemployment. Motivated offenders are in-
dividuals who are not only capable of committing criminal activity but are willing
to do so. Suitable targets are financial sources that offenders consider particularly
attractive. Lack of guardians is not only lack of protective rules and regulations, audits
and controls, but also lack of mental models in the minds of potential offenders that
reduce self-control against attraction from criminal acts.
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Figure 9.1: Convenience themes for Volkswagen in omission fraud.

Convenient Deviance Willingness

It was a rational choice by Volkswagen executives to install a defeat device in each
of its diesel engines. The rational choice assumption about offending is based on a
normative foundation where advantages and disadvantages are professionally com-
pared (Miiller, 2018). When there is no perceived likelihood of detection, then there
is no deterrence effect to prevent offences (Comey, 2009). If there is a certain per-
ceived likelihood, then willingness might depend on the perceived consequences.
For potential white-collar offenders it can be frightening to think of time in jail or
prison. Research has shown that some white-collar offenders suffer from special
sensitivity in prison, while others have special resilience in prison (Logan, 2015;
Logan et al. 2019), which means that they cope better with incarceration than other
inmates. Deterrence comes from whether or not an offender has to go to prison, rather
than the severity of sanction in terms of imprisonment length. Generally, the severity
of punishment has shown to have no effect on recidivism (Mears and Cochran, 2018).
Given the likelihood of lenience in exchange for corporate crime confessions in Eu-
rope, the minimal penalties often imposed on companies, and the unlikely prosecution
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of individual executives, the deterrence effect from potential punishment is low in the
rational choice consideration of costs versus benefits (Jaspers, 2020).

Rational choice is concerned with benefits of crime exceeding costs (Pratt and
Cullen, 2005), where the perceived likelihood of penalties and incarcerations is a
cost element. Another cost element is media exposure, where investigative journal-
ists often are the first to disclose suspected corporate crime and the offenders. Press
reporters’ detection of misconduct and crime “represented an important ingredient
of the nineteenth-century newspaper” (Taylor, 2018: 346), and this is certainly also
the case so far in the twenty-first century media.

The economic model of rational self-interest is all about weighing up the pros
and cons of alternative courses of organizational action. When the desire increases,
then the benefits in the rational benefit-cost comparison increase that in turn influ-
ences willingness. The rational choice perspective simply states that when benefits
exceed costs, we would all do it. The perspective is explicitly a result of the self-
regarding preference assumption, where rationality is restricted to self-interested
materialism (Paternoster et al., 2018).

The rational choice perspective suggests that anyone might be an offender
when the benefits of a crime exceed expected costs of crime (Pratt and Cullen,
2005). Rational choice assumes that the standard economic model of organizational
preferences will determine whether crime is committed. The greater the benefits of
crime and the smaller the costs of crime, the more attractive it is to commit criminal
acts. The economic model of rational self-interest does not imply that every corpo-
ration in the same situation will conclude and act in the same way. There will be
different choices in the same situation because rationality is a subjective matter.
For example, the objective detection risk will be the same for organizations in exactly
the same situation, but the subjective detection risk will vary with executive variations
in risk willingness and risk perception. Similarly, the threat of punishment works
fewer deterrents on some than on others. The economic perspective is thus concerned
with the influence of rational self-interest in explaining corporate criminality (Pillay
and Kluvers, 2014). The economic model of rational self-interest is all about weighing
up the pros and cons of alternative courses of actions. The model considers incentives
and probability of detection (Welsh et al., 2014). This applies to both private and pro-
fessional life of executives. Human behavior finds motivation in the self-centered
quest for satisfaction and avoidance of suffering (Hirschi and Gottfredson, 1987).

printed on 2/8/2023 12:11 PMvia . Al use subject to https://ww.ebsco. confterms-of-use



EBSCChost -

10 Wirecard in Germany

Wirecard was founded in 1999 to handle digital money transactions for pornogra-
phy and gambling. In 2020, the financial institution went bankrupt (Kagge, 2021).
The Wirecard scandal is a series of accounting frauds that resulted in the insolvency
of the German payment processor and financial services provider (Storbeck, 2020).
Erikstad (2020) suggests that Wirecard may have been drained of funds before
bankruptcy. Wirecard failed in 2019 in its attempt to take over Deutsche Bank,
which had not made any profits since 2014 (Haland, 2020). Wirecard’s chief execu-
tive, Markus Braun, was ambitious both on behalf of the company and on behalf of
himself (Solgard, 2020). Wirecard auditor Ernst & Young was in trouble for failing
to uncover the fraud (Bugge, 2020).

Project Panther Deutsche Bank

Storbeck (2020) wrote about the Wirecard scandal in the UK newspaper Financial Times
under the heading “Wirecard: The frantic final months of a fraudulent operation”:

A plan to buy Deutsche Bank is now seen as part of a desperate effort to disguise fraud at the
German payments group. The codename was “Project Panther”. Markus Braun, the chief exec-
utive of German payments group Wirecard had hired McKinsey & Co to help prepare his most
audacious idea yet, a plan to take over Deutsche Bank. In a 40-page presentation last Novem-
ber, the consultants insisted the new entity, to be dubbed “Wirebank”, would be “thinking
and acting like a fintech, at the scale of a global bank”. By 2025, it could generate €6bn in
additional profit, McKinsey claimed.

While Germany’s largest bank sat on €1.4tn in assets, it was a mere €14bn on the stock market,
roughly the same as Wirecard. The McKinsey report promised that the combined stock market
valuation would double to close to €50n. A deal to acquire Deutsche Bank would have been
the crowning achievement for a company which within a few years had become one of the
most valuable in the country, winning the label of “Germany’s PayPal”. An upstart financial
technology company would be running Germany’s most illustrious bank. A tie-up with Deut-
sche Bank had another potential attraction: A deal offered the prospect of a miraculous exit
from the massive fraud Wirecard had been operating. Around €1.9bn in cash was missing from
its accounts and large parts of its Asian operations were actually an elaborate sham. By blend-
ing Wirecard’s business into Deutsche’s vast balance sheet, it might be possible to somehow
hide the missing cash and explain it away later in post-merger impairment charges. There was
one catch. To even start preparing such a deal in earnest, the company needed to get a clean
bill of health from KPMG, which was conducting a special audit of Wirecard’s books.

Wirecard had hired audit firm KPMG (2020a, 2020b) to conduct a fraud examination
into alleged increase in revenue through fictious customer relationships and other
forms of accounting manipulation. Wirecard’s motive to hire KPMG was to get a
clean bill of health from fraud examiners according to Storbeck (2020):

https://doi.org/10.1515/9783110766950-011
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With the KPMG investigation in full flow, the Wirecard executives behind the fraud saw Project
Panther and a deal with Deutsche, which was first reported by Bloomberg, as one possible
way to fend off discover, says an adviser to the payments group who was involved in the dis-
cussions. But they also worked on a separate plan: a vast cover-up operation in Asia.

KPMG did not provide a clean bill of health, since fraud examiners in their report
criticize Wirecard’s internal controls and compliance functions. However, fraud ex-
aminers did neither confirm nor reject accounting manipulation and other kinds of
financial wrongdoing. Therefore, Wirecard management quickly stated that “no evi-
dence was found for the publicly raised allegations of balance sheet manipulation”
(Storbeck, 2020). Nevertheless, the company collapsed half a year later.

Chief executive Markus Braun at Wirecard resigned on June 19 and was arrested
on June 22, 2020. Jan Marsalek, Wirecard’s second-in-command who oversaw oper-
ations in Asia escaped arrest and was on the run in August 2020. A key Wirecard
business partner died. Thomas Eichelmann was the finance director at Wirecard.
Susanne Steidl was the chief product officer. Consultants from McKinsey & Co had
helped Wirecard prepare a plan of Project Panther to take over Deutsche Bank. To do
so, the value of Wirecard needed to exceed the value of Deutsche Bank. The scheme
was detected by investigative journalists at Financial Times (Storbeck, 2020).

Markus Braun denied allegations of fraud and embezzlement. He denied having
inflated sales and profits. Nevertheless, he had been eager to carry out Project Panther
and make a deal with Deutsche Bank to fend off discovery of potential wrongdoing.

Offender Convenience Themes

At first, the motive was possibilities of creating a market value for Wirecard so high
that it exceeded the market value of Deutsche Bank and thereby enabled a possible
takeover of Deutsche Bank by Wirecard. It was corporate crime to develop possibili-
ties as illustrated in Figure 10.1. The ambitious business objective probably justified
illegal means in the minds of Wirecard executives (Welsh et al., 2019). Both the
company and its executives were greedy, where nothing was ever enough (Gold-
straw-White, 2012). It was all about making as much profit as possible to improve
the market value of the company (Alalehto, 2020).

Next, the motive was possibilities of individual enrichment as exemplified by
Jan Marsalek who had transferred funds to Asian countries where he later probably
was on the run. Marsalek and other executives at Wirecard were young and ambi-
tious, and they wanted to climb the hierarchy of needs for status and success (Mas-
low, 1943). Maybe they wanted to realize the American dream of prosperity where
material wealth is far more important than anything else in life (Cullen, 2010).

Finally, the motive was threats against individual wealth and success as Wire-
card moved towards insolvency and bankruptcy. Concealing funds is about avoid-
ance of loss of self-esteem after organizational failure (Crosina and Pratt, 2019).
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Having personal control over funds can reduce and remove strain, pain, and uncer-
tainty (Thaxton and Agnew, 2018). Having funds can also prevent falling too far
from positions in the privileged elite (Benson and Chio, 2020).

In the organizational dimension of convenience theory, there are themes re-
lated to the convenience of committing crime. Convenience themes address the
status of offenders as well as access to resources by offenders as illustrated in Fig-
ure 8.1. CEO Markus Brown and other executives at Wirecard were rising stars in
German business, where they soon could reach the level of elite members who are
too big to fail and too powerful to jail (Kakkar et al., 2020). They used an executive
language about their business transactions that auditors from Ernst & Young and
examiners from KPMG could not understand (Srivastava and Goldberg, 2017).
They applied the blame game by misleading attributions to others in Asia and by
scapegoating (Resodihardjo et al., 2015). Executives at Wirecard were entrepre-
neurial both on the right side and on the wrong side of the law. Entrepreneurs
create opportunities where others mainly see problems (McElwee and Smith,
2015). They had legitimate access to premises and systems to be criminal entrepre-
neurs (Logan et al., 2019). In particular, they had access to strategic resources (Patel
and Cooper, 2014).

Scheaf and Wood (2021: 2) found that entrepreneurial fraud has stimulated a
wide array of research related to white-collar crime, where they provided the follow-
ing definition of entrepreneurial fraud:

Enterprising individuals (alone or in groups) deceiving stakeholders by sharing statements
about their identity, individual capabilities, elements of new market offerings, and/or new
venture activities that they know to be false in order to obtain something of value.

In the organizational dimension of convenience theory, there are also themes re-
lated to the convenience of concealing crime. Convenience themes address decay in
terms of disorganized institutional deterioration, chaos in terms of lack of oversight
and guardianship, and collapse in terms of criminal market structures as illustrated
in Figure 9.1. Institutional deterioration was based on legitimacy (Crosina and
Pratt, 2019). Interference and noise in crime signals (Szalma and Hancock, 2013)
helped conceal misrepresentation in accounting (Qiu and Slezak, 2019) and pre-
vented effective auditing (Balakrishnan et al., 2019).

There were signs of chaos, such as lack of control in principal-agent relation-
ships (Wall-Parker, 2020), where the board did not know what top management
was doing, and top management did not know what local branch managers were
doing. Sensemaking of actions was difficult for outsiders (Weick et al., 2005). While
there was an instance of whistleblowing related to misconduct in Singapore, costs
did exceed benefits for whistleblowers (Tankebe, 2019). In addition to lack of con-
trol in principal-agent relationships, problems in sensemaking of actions for out-
siders, and costs exceeding benefits for whistleblowers, an ethical climate conflict
also contributed to chaos (Potipiroon and Wongpreedee, 2020). While some ignored
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Figure 10.1: Convenience themes in the case of Wirecard.
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violations of laws in achieving goals, others wanted to watch compliance, which
created an ethical climate conflict. Collapse is also evident as some Wirecard execu-
tives involved themselves in markets with crime forces (Freiberg, 2020) and in

crime networks (Geest et al., 2017).

In the willingness dimension of convenience theory, there are themes related to
the convenience of deviant behavior. Convenience themes address the choice of
crime and the feeling of innocence as illustrated in Figure 10.1. The rational choice of
accounting manipulation had benefits exceeding costs if Wirecard was successful in
taking over Deutsche Bank. The rational choice perspective suggests that crime is a
rational choice if benefits exceed costs (Miiller, 2018). Wirecard executives were slid-
ing on the slippery slope over on the wrong side of the law (Gamache and McNamara,
2019). Some Wirecard executives lacked self-control (Craig and Piquero, 2016).

Fraud Investigation Outcome

KPMG conducted the investigation on the premises of Wirecard AG, a well as at
KPMG’s branch offices between October 31, 2019 and April 24, 2020. In addition,
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KPMG inspected documents on the premises of the auditor and conducted inter-
views with Wirecard business partners on their premises in Dubai, the Philippines
and, in one case, via video conferencing. KPMG determined the scope and nature of
the relevant investigation activities independently and at their discretion in accor-
dance with the examination mandate.

KPMG (2020a: 12) examined the amount and existence of revenues from the
TPA business relationships between Cardsystems Middle East, Wirecard UK & Ire-
land, as well as Wirecard Technologies and the respective relevant TPA partners:

KPMG can, as a result of the forensic investigation conducted in relation to the investigation
period 2016 to 2018, neither make a statement that the revenues exist and are correct in terms
of their amount, nor make a statement that the revenues do not exist and are incorrect in
terms of their amount. To this extent, there is an obstacle to the investigation.

In our perspective of evaluating the KPMG investigation, the examiners failed in es-
tablishing facts concerning the existence or non-existence of revenues. A different
approach in terms of knowledge strategy and information strategy might have been
successful.

Within a few days of investigation, KPMG realized that Wirecard’s core pay-
ments processing operations in Europe were not making any money — a fact that
Wirecard had never disclosed to investors (Storbeck, 2020):

All of the profit was generated by the operations overseen by Mr Marsalek, Wirecard’s Asia
business, where the processing of transactions was outsourced to third-party business
partners.

Jan Marsalek claimed that € 1.9 billion in cash was transferred from Singapore to
the Philippines and into a bank account in the name of Manila-based lawyer Mark
Tolentino. KPMG discovered that two months after the money supposedly was paid
into Tolentino’s account, Wirecard still did not have a contractual relationship with
the new trustee, nor had it conducted background checks on him (Storbeck, 2020).

In their final report, KPMG examiners detailed shortcomings in Wirecard’s in-
ternal controls and compliance functions and outline severe doubts about the com-
pany’s accounting practices (Storbeck, 2020), but they did not draw any definitive
conclusions. KPMG neither verify the existence of the outsourced business nor the
cash in escrow accounts, and they describe “the dogged obstruction by Wirecard
and its business partners” (Storbeck, 2020).

The examiners’ report presents results of the investigation activities into third
party acquiring in regard to 1) existence and revenues from third party acquirers
(TPA) business, 2) customer relationships in the TPA business, and 3) descriptions
of the TPA business in Wirecard’s annual statements:

1. Questionable amount and existence of revenues, in particular with reference to
allegedly questionable customer relationships. KPMG (2020a: 13) examiners
could not make a statement regarding existence and correctness of numbers:
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“This is due to deficiencies in the internal organization and, in particular, to
the unwillingness of the Third-Party Acquirers to participate in this special in-
vestigation in a comprehensive and transparent manner”.

2. Questionable customer relationships. KPMG (2020a: 28) examiners could not
verify the existence and correctness of customer names: “According to the in-
formation available, the names given in the press were ‘account name’ designa-
tions or aliases under which the revenues of customers referred to a TPA
partner were recorded at the time. As we could not be provided with the actual
names of the 43 alleged customers (aliases) quoted in the press, KPMG was un-
able to verify the existence of these customer relationships for the investigation
period 2016 to 2018”.

3. Questionable descriptions of third-party business in annual statements. KPMG
(2020a: 30) provides no clear answer: “The presentation of debtor risk and ex-
isting customer risk in the report casts doubt on whether the scope of these
risks in relation to the TPA business is sufficiently apparent to addressees of
the financial statements. With regard to the debtor risk, the presentation made
in the management report could give the impression that the risk from charge-
backs is exclusively related to the receivables from the acquiring area. How-
ever, according to the information obtained, the chargeback risk in Wirecard’s
TPA business actually affects a considerable portion of the escrow accounts re-
ported as cash and cash equivalents.”

The examiners’ report presents results of the investigation activities into digital

lending business in regard to 1) amount and composition of the merchant cash

advance business, 2) legal permissibility of business activities in Turkey and Bra-
zil, 3) business background of certain lending activities, 4) acts at subsidiaries in

Singapore, and 5) payment to middleman in India:

1. Questionable amount and composition of the merchant cash advance business
in the context of the company’s disclosures. KPMG (2020a: 37) provides no
clear answer: “According to an internal memorandum submitted to KPMG, the
published information on the volume of merchant cash advance should be
used to explain business models. It is said not to be a defined product, but a
value-added service, which is in part an integral component of Wirecard’s serv-
ices. This volume is therefore a management estimate based on various as-
sumptions and calculations”. Examiners neither questioned the management
estimate nor inquired into assumptions and calculations.

2. Questionable legal permissibility of Wirecard’s business activities in Turkey and
Brazil in connection with the merchant cash advance product. KPMG (2020a: 39)
conducted no independent investigation in Turkey but trusted instead a law firm
paid for by Wirecard: “In the course of the investigation of the permissibility of
the merchant cash advance business in Turkey, KPMG reviewed results summa-
rized in the memorandum of a law firm commissioned by Wirecard. With regard
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to the appropriateness of the structure of the merchant cash advance business
with international customers (‘international merchants’), including Wirecard
Bank, KPMG concluded that the transactions with international customers in Tur-
key were legally permissible”. Similar conclusion was drawn for Brazil based on
“the information we received” (KPMG, 2020a: 40). The passivity of examiners in
obtaining information is striking.

Questionable business background of possible unsecured loans granted to a
specific company. Again, KPMG (2020a: 42) was unable to reconstruct past
events: “In 2018, Wirecard Asia Holding Pte. Ltd, Singapore, granted company
4 several unsecured loans with a total volume of EUR 115 million with a one-
year term for the purpose of ‘merchant cash advance business’. Since KPMG did
not receive any information on the customers of company 4 in the course of the
investigation — in particular, not on the customers forwarded by Wirecard to
company 4 — KPMG could not determine which companies or persons partici-
pated economically and to what extent in the loans granted to company 4 for
‘merchant advance purposes’. The passivity of examiners in obtaining infor-
mation is again striking.

Whistleblower alleging that there are indications of fraudulent acts at Wirecard
subsidiaries in Singapore. KPMG (2020a: 45) base again their assessment on
secondary sources: “In response to the whistleblower’s accusations in spring
2018, Wirecard AG engaged Law Firm 1 to conduct a compliance audit and, at a
later date, engaged Law Firm 2 to conduct an internal investigation. The back-
ground was that the compliance audit of Law Firm 1 has weaknesses. For exam-
ple, the data basis, in particular consisting of accounting data and e-mail traffic,
was not completely saved. The incompleteness of the data basis could not be
fully remedied in the course of the investigation by Law Firm 2. EY Audit has
supplemented individual results of the compliance audit and the internal investi-
gation of the Law Firms 1 and 2 respectively, with its own auditing activities —
including the use of EY FIS. As a result, the investigation activities of Law Firm 2
and the auditing activities of EY Audit under the extended audit procedures were
not carried out on a complete data and information basis. Therefore, it cannot be
ruled out that the investigation activities of Law Firms 1 and 2 and the auditing
activities of EY Audit within the framework of the extended audit procedures
would have come to a different conclusion if a complete database had been avail-
able. EY Audit has carried out auditing activities on the basis of the available
data in relation to the accusations made”. While fraud examiners here express
that deviance is possible, they made no attempt to interview the whistleblowers
or others who could tell where to find evidence.

Questionable payment of excessive purchase price to middleman in India.
Fraud examiners at KPMG (2020a: 50) admit another failure despite attempted
background research: “The auditors were unable to identify the beneficial
owner of Fund 1. The background research by KPMG also failed to identify the
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beneficial owner of Fund 1. Consequently, the accusation that Fund 1 is an in-
termediary cannot be conclusively clarified. Since knowledge of the beneficial
owner is of essential importance for the question of who benefited from the pur-
chase price, further investigations are not useful at this time as long as the
identity has not been clarified. According to the information provided to KPMG,
Wirecard AG does not know the beneficial owner of Fund 1”.

KPMG (2020a: 59) presents the following text under the heading “Conclusion”:

KPMG issues this report to the best of its knowledge and belief on the basis of the documents
submitted to KPMG, information provided and its own investigation activities, and with refer-
ence to the Code of Professional Conduct.

This is certainly no conclusion regarding findings. However, as there were no find-
ings and no fraud investigation outcome, the chosen conclusion text illustrates the
complete failure of Sven-Olaf Leitz and Alexander Geschonneck at KPMG.

Investigation Report Review

Storbeck (2020) suggests that Wirecard “needed to get a clean bill of health from
KPMG” to prepare for a deal “blending Wirecard’s business into Deutsche’s vast
balance sheet”. If examiners had delivered a report of investigation according to
such client expectations, it would be a commissioned work lacking independence
and objectivity. However, the investigative journalist Storbeck (2020) concludes
that “the approval from KPMG never came”. While there was no approval in the in-
vestigation report, there was also no conclusion. Lack of conclusion is surprising,
as Wirecard only six months later collapsed into insolvency after it was exposed as
one of Germany’s biggest postwar accounting frauds. There are thus certainly
grounds to suggest that while KPMG examiners did not provide approval, they
avoided condemnation of Wirecard board and management by claiming that they
were unable to reconstruct critical events.

Wirecard’s motive for a clean bill of health from KPMG was also evidenced by
the statement of board members to chairman Wulf Matthias that “we told him that
he needed the audit to protect himself and his money” (Storbeck, 2020). KPMG was
thus far from an ideal initiation situation for the investigation. The ideal situations
is a client who has a genuine interest in finding out what happened, how it hap-
pened, when it happened, and who did what to make it happen or not happen. The
initiation stage for the investigation was dominated by client expectation that fraud
examiners would refute with clear evidence what Wirecard was accused of in the
media and elsewhere. While influenced by this expectation, KPMG did not meet
such an expectation.
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Another relevant issue to consider at the initiation stage is the extent to which
KPMG’s competitor Ernst & Young (EY) might implicitly be criticized if KPMG would
find solid evidence of wrongdoing. The global audit business is characterized by
shifting roles in fraud examinations, where they investigate each other. Chairman
Matthias argued that EY was “evaluating the matters sufficiently”. Maybe next time
EY will investigate failing audit by KPMG, which might influence KPMG’s extent of
criticism of EY. The blame game among global audit firms seems restricted by in-
dustry loyalty.

According to Storbeck (2020), “40 forensic accountants from KPMG started to
dig through Wirecard’s books”. While the number of examiners might seem impres-
sive, the knowledge strategy is interesting. Probably, not all examiners were forensic
accountants. Almost always are lawyers the dominating professionals participating
in internal investigations. The relevant knowledge strategy for the challenge of recon-
structing activities at Wirecard includes investigative interviewing since key people
normally are willing to tell if they trust the interviewers. Since the examination team
was dominated by forensic accountants who searched data and transactions, it is not
at all obvious that they successfully accessed individuals who had insights into what
was going on inside Wirecard globally.

This seemingly lack of relevant information sources is further evidenced by the
lack of whistleblowing (KPMG, 2020a: 9):

At the end of the investigation, we received confirmation that no information had been re-
ceived through the whistleblower system.

All existing information and information submitted during the examination period
to Wirecard’s internal whistleblowing system regarding the subject of investigation
was to be forwarded to KPMG. It is thus interesting to note that nothing was re-
ceived through the whistleblowing system. While it is obvious in the aftermath that
employees had relevant information to contribute through the whistleblowing sys-
tem, the reasons for not contributing information might vary among employees.
One typical reason is the fair of retaliation and reprisals that have harmed so many
whistleblowers in the past. Another typical reason is the lack of trust in those who
handled the messages (Mesmer-Magnus and Viswesvaran, 2005; Park et al., 2020;
Rehg et al., 2009; Shawver and Clements, 2019).

According to Storbeck (2020), Sven-Olaf Leitz and Alexander Geschonneck, the
two veterans KPMG partners running the fraud examination, told CEO Markus
Braun and that the documents on the escrow accounts were not good enough. They
insisted on seeing original documents, ideally directly obtained from OCBC. Escrow
is a legal concept describing a financial instrument whereby an asset or escrow
money is held by a third party on behalf of two other parties that are in the process
of completing a transaction. OCBC bank is located in Singapore.

Jan Marsalek attempted to manipulate KPMG examiners by arranging a series
of meetings in Manila introducing KPMG to the alleged Wirecard trustee for escrow
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accounts (Storbeck, 2020). KPMG was unconvinced, but did not conduct interviews
independent of Marsalek, which fraud examiners should have done. Fraud exam-
iners failed in having separate meetings with important information sources in the
Philippines, Dubai, and Singapore. One of the meetings monitored by Marsalek was
with Christopher Bauer who ran PayEasy, which processed high-risk transactions
for Wirecard — mostly payments for pornography, gambling, and gaming. A few
months after the meeting, Bauer was reported dead.

According to Storbeck (2020), KPMG told Wirecard that fraud examiners where
thinking of terminating their work because of obstacles to the investigation. But
they did not. To preserve fraud examiner integrity, they might have done so. In-
stead, KPMG extended the deadline for submission of their report.

The first draft of the KPMG report was not accepted by the client. KPMG revised
the report of investigation before it was published (Storbeck, 2020). Whether or not
the revision represented commissioned work that harmed KPMG’s integrity is not
obvious.

The investigation was hit by the Corona pandemic on March 12, 2020, when ex-
aminers were no longer able to travel. They had to conduct video conferencing with
interviewees for the remaining investigation period until submission of their report
on April 27. Generally, digital media reduce the quality of information compared to
face-to-face interaction.

Fraud examiners admit that they failed in verifying information (KPMG, 2020a: 6):

The basis of our investigation and evaluation were the documents received and information
provided, but it was not possible for us to verify the completeness and authenticity of the
documents and documentations provided to us. Consequently, we cannot make any conclu-
sive statement as to whether these documents and information are complete, accurate, and
free of contradictions. Nor can we conclusively assess whether all information and evidence
relevant to the assessment has been made available to us. In this respect, we also cannot rule
out the possibility that we would have come to a different conclusion if we had been aware of
additional information or documents.

Investigative interviewing and digital forensics might have helped solve this prob-
lem (Goodman-Delahunty and Martschuk, 2020). Collins and Carthy (2018) studied
the relationship between rapport and communication during investigative inter-
views. Attention, positivity, and coordination are important rapport components.
Rapport is a close and harmonious relationship in which individuals understand
each other and are sympathetic to each other. The purpose of investigative inter-
viewing is to gain information, and persons providing information may not always
be motivated to do so, especially if the persons perceive being subject to suspicion
or blame for misconduct. The aim is for the examination interviewer and the infor-
mation source to have a productive relationship that builds on cooperation and re-
spect. An interview takes place because the interviewer assumes that the subject of
an interview has information of value to the interviewer.
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Digital forensics is the recovery and investigation of material found in digital
devices. For example, email accounts and mobile phones tend to have personal and
sensitive information that could lead examiners towards conclusions. Search en-
gines might have been applied by fraud examiners on all digital devices available
to executives at Wirecard.

A further action to verify information is triangulation where several sources
confirm or disconfirm the same piece of information. By combining multiple observ-
ers, documents, and theories, examiners can overcome the weakness of single
source investigations.

Fraud examiners admit that they did not even try to verify information (KPMG,
2020a: 7):

KPMG points out that KPMG has not carried out an authenticity check, in particular for docu-
ments delivered on or after April 17, 2020.

Anonymous providers of information are an unreliable, yet often important source
in fraud investigations. Examiners have to assess the reliability of the information
as well as the source, but KPMG (2020a: 9) seemingly ignored that important task in
assessing anonymous reports:

During our special investigation, KPMG was provided with information and documents by
third parties, in part anonymously. KPMG examined these pieces of information and docu-
ments with regard to their relevance to the areas under investigation and took them into ac-
count to the extent they were related to one of the areas under investigation. KPMG included
these pieces of information and documents in its investigation to the extent that KPMG in its
discretion considered this to be necessary for the purposes of the investigation.

KPMG (2020a: 10) blame Wirecard for their lack of cooperation and thus avoid self-
blame for failing:

Wirecard AG did not supply some of the documents requested by KPMG in the course the inves-
tigation (. . .) Wirecard repeatedly postponed individual agreed interview appointments (. . .)
The transfer of transaction data at least for the years 2016 and 2017 required the support of the
TPA partners, which has so far been lacking.

Self-blame is rare and often non-existent. Nobody will blame oneself for a negative
event. Self-blame is attributing a negative event to one’s behavior or disposition
(Lee and Robinson, 2000).

The failing investigation is confirmed by KPMG (2020a: 12), who label it an ob-
stacle rather than a failure as presented earlier in this chapter:

KPMG can, as a result of the forensic investigation conducted in relation to the investigation
period 2016 to 2018, neither make a statement that the revenues exist and are correct in terms
of their amount, nor make a statement that the revenues do not exist and are incorrect in
terms of their amount. To this extent, there is an obstacle to the investigation.
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Wirecard Bankruptcy Collapse

Chancellor Angela Merkel in Germany had to explain herself about helping Wire-
card accused of a billion-dollar fraud. The creditors of Wirecard were left with a
loss of three billion Euros. Merkel had to explain how she could vouch for the bank-
rupt company (Kagge, 2021). The payment company Wirecard, which was hailed as
one of Germany’s rare technology successes, collapsed into insolvency in the sum-
mer of 2020 after revealing that two billion Euros in cash did not exist (Storbeck
and Morris, 2021).

A German finance deputy claimed in April 2021 that Wirecard was given no
privileged treatment (Chazan, 2021):

Jorg Kukies, Germany’s deputy finance minister denied seeking to protect the disgraced pay-
ment company Wirecard as a national champion, insisting that it had never received “privi-
leged treatment” at the hands of his ministry. Kukies’ denial was part of a long opening
statement at the parliamentary inquiry into one of the biggest frauds in Germany’s postwar
history. “I personally never acted or intervened in favor of Wirecard”, he said. He said that
Germany had “learnt the lesson from the Wirecard scandal, initiating sweeping reform of
BaFin, the German financial regulator, that would give it “more bite” and poaching the re-
spected head of Swiss regulator Finma, Mark Branson, a its new boss. Members of parliament
are investigating why the German authorities failed to prevent the Wirecard debacle and ig-
nored a plethora of warning signs of suspicious activity at the payment provider. Their hear-
ings reach a climax this week with the questioning of Olaf Scholz, the finance minister, and
Angela Merkel, Germany’s veteran chancellor.

Wirecard auditor Ernst & Young was in trouble for failing to uncover the fraud
(Bugge, 2020). German parliament expanded its probe into the firm’s audit of Wire-
card (Storbeck, 2021b):

German members of parliament have asked a special investigator to expand probe into EY’s
audits of Wirecard after his initial report uncovered serious shortcomings. The Big Four firm
has been under intense scrutiny since last year’s collapse of Wirecard, which was awarded un-
qualified audits by EY for a decade. Concern has grown in recent days after a report commis-
sioned by a German parliamentary inquiry examining the scandal reached a damning verdict
over the quality of EY’s work. The report, which was seen by the Financial Times, describes
how EY failed to spot fraud risk indicators, did not fully implement professional guidelines
and, on key questions, relied on verbal assurances from executives.

Markus Braun, Wirecard’s former chief executive officer, gave himself up to German
police and testified in the fall of 2020 in front of the Bundestag commission investi-
gating the Wirecard collapse. Jan Marsalek, former chief operating officer, disap-
peared to Belarus and was on Interpol’s most-wanted list (Storbeck, 2021a). As the
Wirecard scandal evolved, more elite members in German society got involved. One
of them was Alexander Schiitz, a Deutsche Bank board member who was accused
of insider trading in Wirecard shares (Storbeck and Morris, 2021):
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Germany’s financial watchdog has filed a criminal complaint against Deutsche Bank supervi-
sory board member Alexander Schiitz over alleged insider trading of Wirecard shares. Munich
prosecutors told the Financial Times that they received the criminal complaint from BaFin by
fax on Monday, adding that they were waiting for details, which the watchdog has sent by
post. They will evaluate the matter once all documents have been received. Schiitz, a close
confidant of former Wirecard chief executive Markus Braun, has already announced that he
will step down from Deutsche’s board next month.

When Markus Braun testified in front of the parliamentary commission, he did not
tell much. He refused to answer whether he had a daughter and what the topic was
in his doctoral dissertation. Braun claimed that he was innocent, and that Wirecard
had suffered from major fraud by others (Kagge, 2021).
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Public statistics from government agencies do not have corporate crime as a cate-
gory for their statistical reporting. The only known registration of corporate crime
occurred in Norway from 2009 to 2013. During those four years, 39 corporate repre-
sentatives were convicted to prison for white-collar crime committed on behalf of
their organizations. The average age of the convicts was 52 years, and the average
age of the offenders when crime occurred was 47 years. The average sentence was
2 years in prison. The average amount of money involved in crime was NOK
195 million (USD 21 million). The average size of the corporation was 379 employ-
ees and revenues of NOK 524 million (USD 54 million).

In the same period from 2009 to 2013, 264 occupational white-collar criminals
were convicted to prison for financial crime committed no behalf of themselves.
The average age of the convicts was 47 years, and the average age of the offenders
when crime occurred was 42 years. The average sentence was 2.2 years in prison. The
average amount of money involved in crime was NOK 25 million (USD 2,7 million).
The average size of the corporation was 84 employees and revenues of NOK
138 million (USD 15 million).

It is interesting to note that occupational criminals are punished slightly more
than corporate criminals with a marginal difference of 3 additional months in
prison. This slightly more severe punishment is passed by Norwegian courts despite
the amount of money involved in crime is far below that of corporate criminals. Cor-
porate criminals commit financial crime for almost eight times more money than
occupational criminals. A potential explanation for this discrepancy is that corpo-
rate criminals are not the direct beneficiaries of their own wrongdoing. Occupa-
tional criminal benefit directly from their wrongdoing. This kind of reasoning finds
support in corruption sentencing in Norwegian courts, where bribers are less se-
verely punished compared to bribed individuals.

The metaphor of a tip of the iceberg is often used to illustrate the low detection
fraction for corporate crime. It is suggested that less than one out of ten corporate
law violations end up in the criminal justice system.

National Crime Statistics

Norwegian police received slightly more than three hundred thousand crime reports
in the form of complaints in the year 2000. As indicated in Figure 11.1, there has
been a slow decrease in police reports in recent years in Norway. The total number
of police reports can be compared to the population of six million inhabitants in the
country. Assuming that each individual notifying the police about an incident does
it no more than once in a year, we can calculate that every twentieth Norwegian
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reported a crime incident to the Norwegian police in 2020. Among various crime
categories, violence against persons is the largest crime category.
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Figure 11.1: All crime cases reported to the police annually.

Figure 11.2 illustrates the number of police reports concerned with economic crime
complaints. There were a little less than twenty-five thousand reports regarding
economic crime. This means that eight percent of the police reports were concerned
with economic crime, while ninety-two percent were concerned with other forms of
crime. Both for economic crime and for other forms of crime, it is assumed that the
detection rate is low, indicating that the frequency of the various forms of crime is
much higher. We return to the issue of detection rate when looking at the specific
group of offenders labelled white-collar criminals.
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Figure 11.2: Economic crime cases reported to the police annually.
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The police claim that they are able to find out what happened or not happened
in all reported complaints as indicated in Figure 11.3. The percentage above forty-
nine in the figure indicates that the police was unable to solve fifty-one percent of
the reported cases.
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Figure 11.3: Percentage clearance of all crime cases reported to the police.
For the crime category of economic crime, the percentage was lower, as indicated

in Figure 11.4. Instead of one out of two cases solved, the police solved only one out
of three cases.
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Figure 11.4: Percentage clearance of economic crime cases reported to the police.

The elite within economic crime is labelled white-collar crime. A total of 408 indi-
viduals in the privileged elite were convicted in court for economic crime from 2009
to 2015. The annual rate was thus sixty-eight. We do not know how many white-
collar offenders are reported to the police every year, since white-collar crime is no
category in Norwegian crime statistics. We only know the fraction of white-collar
defendants in court who are convicted. While the serious fraud office claims that
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they get eight or nine out of ten prosecuted defendants convicted to prison in Nor-
wegian courts, police districts seem to have a far lower success rate. Assuming that
they only get half of the prosecuted convicted while the other half gets their cases
dismissed, then we can double the annual number from 68 individuals to 136 indi-
viduals per year. Compared to the thirty-four thousand economic crime suspects,
white-collar offenders represent only .004 percent.

However, the detection rate for white-collar offenders might be lower than the
detection rate for other economic criminals. Gottschalk and Gunnesdal (2017) found
that only one out of eleven white-collar offenders are assumed to be detected.

Macroeconomic Estimations

Corporate crime by white-collar offenders is part of the shadow economy. The
shadow economy is defined as market-based production of goods and services,
whether legal or illegal, that escapes detection in the official estimates of the gross
national product (Evans, 2016; Imamoglu, 2016; Petersen et al., 2010; Schneider
et al., 2010). The shadow economy comprises those economic activities and the in-
come derived from them that circumvent or otherwise avoid government regulation,
taxation, or observation (Schneider and Williams, 2013). The shadow economy is
sometimes labeled the informal economy (Edelbacher et al., 2016).

Just like the magnitude of white-collar crime specifically cannot be observed, the
shadow economy is generally not observable, so its magnitude must be estimated
(Breusch, 2005). Schneider and Williams (2013) argue that there is no appropriate
methodology to assess the scope of the shadow economy. Rather, there are three
competing methods of assessment of the size of the shadow economy that are used:

— Direct procedures at a micro level that aim at determining the size of the shadow
economy at one particular point in time. An example is survey method.

— Indirect procedures that make use of macroeconomic indicators in order to
proxy the development of the shadow economy over time.

— Statistical models that use statistical tools to estimate the shadow economy as
an unobserved variable.

The most commonly used method of measurement is based on a combination of the
multiple indicators multiple cause (MIMC) procedure and on the currency demand
method. The MIMIC procedure assumes that the shadow economy remains an unob-
served phenomenon, which can be estimated using quantitatively measurable
causes of shadow economic activity as well as indicators of illicit activity (Schneider
and Williams, 2013: 28):
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The causes will include variables such as the tax burden and the intensity of regulation, and
the indicators will include variables such as the demand for currency, official national income
figure and official working hours data. The econometric models are complex and have to deal
with a range of well-known challenges such as endogeneity problems. For example, the size of
the tax burden might make it more difficult for the government to raise taxes, so it responds
by raising tax rates and therefore the tax burden on the level of official national income.

The MIMIC procedure produces relative estimates of the size and development of
the shadow economy. Typically, the shadow economy is estimated at around 14 per-
cent in countries such as Norway. 14 percent of gross national product in Norway
represents 420 billion Norwegian kroner (US $53 billion). In comparison, the
shadow economy is estimated at 16 percent in Belgium, 14 percent in Sweden,
13 percent in Denmark and Germany, and 8 percent in Austria.

Samfunnsgkonomisk analyse (2017) estimated the size of labor market crime in
Norway between 1973 and 2015. Corporate crime is part of labor market crime such
as cartel activities, social security fraud for employees, and dumping of wages for
workers. Actions related to labor market crime include violations of the working en-
vironment act, tax evasion, and social security fraud. Both employers and employ-
ees may have incentives to commit such actions. Labor market crime results in the
loss of income for law-abiding businesses, deterioration of individual industries,
and unfair conditions for law-abiding businesses.

Samfunnsgkonomisk analyse (2017) applied two estimation methods combined
to calculate the development of labor market crime. Criminal acts are hidden, and
hence are difficult to identify. It is therefore necessary to use special estimation
methods, to estimate the scope. In general, these methods can be divided into direct
approaches (when one has access to crime data from the control agencies) and indi-
rect approaches (when one does not have such data). However, there will always be
considerable uncertainty attached to this type of analysis. In this project, research-
ers were granted access to rarely available data for revealed tax evasion. Therefore,
the research could utilize both direct and indirect approaches. The direct approach
gives an estimate of the level of labor marked crime in Norway as a share of GDP,
while the indirect gives the development over time. In the direct approach, re-
searchers utilized control data for Norwegian businesses to calculate the value of
labor market crime related to taxation and fraud of social security. The size of tax
evasion was calculated from predicted probabilities for labor marked crime for all
businesses in Norway. Combined with social security fraud figures from the social
security agency, it gives an estimate of the level of labor market crime, measured as
a share of GDP. Then researchers used an indirect approach by MIMIC to estimate
changes in the size of labor market crime over a longer period (1973 to 2015). In this
model, researchers used cause and indicator variables, which are assumed to be
highly correlated with labor market crime, to say something about the changes of
labor market crime over time.
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The result was an estimate of labor market crime of NOK 40 billion (USD
4 billion). This estimate is based on indicators. One indicator is the extent of hits
versus misses in control activities. If control of a business activity reveals crime,
then it is a hit. If the control reveals no crime, it is a miss. If every tenth control
reveals a crime, then the magnitude of crime is larger than if every twentieth control
reveals a crime.

Crime Expert Elicitation

Tip of the iceberg is a small, noticeable part of a problem, the total size of which is
really much greater. Tip of the iceberg is only the beginning and just a small indica-
tion of a larger problem. The problem is much bigger than it seems. Tip of the iceberg
is a metaphor where floating icebergs have a significant proportion of their mass
below the surface of the water. This is likely the case for corporate crime. Tip of the
iceberg is the few corporate offenders who are caught, prosecuted, and convicted.
The iceberg itself includes the many offenders who are never brought to justice.

One approach to estimate the size of the iceberg is the use of expert elicitation.
Expert elicitation refers to a systematic approach to synthesize subjective judg-
ments of experts on a topic where there is uncertainty due to lack of data. (Heyman
and Sailors, 2016; Valkenhoef and Tervonen, 2016).

The purpose of eliciting and analyzing expert judgment is to use all available
information to make expert judgment inference, which is different from statistical
inference. Statistical inference means that conclusions about the population can be
established when the sample is randomly drawn for the population. Expert judg-
ment inference means that experts’ estimates represent the state of knowledge. It
represents previously unknown and undocumented information. The limited ability
to infer does not mean that expert judgments are not valid data. Expert judgments
are indeed valid data in that it must be carefully gathered, analyzed and interpreted
(Meyer and Booker, 2001). When a number of experts are interviewed, their accu-
mulated guestimates tend to converge towards numbers that remain stable when
more experts are added. Therefore, approximately ten experts from various back-
grounds are often sufficient (Heyman and Sailors, 2016; Slottje et al., 2008; Valken-
hoef and Tervonen, 2016).

Expert elicitation seeks to make explicit and utilizable the unpublished knowl-
edge and wisdom in the heads of experts, based on their accumulated experience
as well as their interpretation and reflection in a given context.

Expert elicitation is a systematic approach to include expert insights into the
subject and also insights into the limitations, strengths and weaknesses of pub-
lished studies (Slottje et al., 2008: 7):
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Usually, the subjective judgment is represented as a “subjective’ probability density function
(PDF) reflecting the experts’ belief regarding the quantity at hand, but it can also be for in-
stance the experts’ beliefs regarding the shape of a given exposure response function. An ex-
pert elicitation procedure should be developed in such a way that minimizes biases in
subjective judgment and errors related to that in the elicited outcomes.

Table 11.1 summarizes all seven approaches that resulted in an overall average of
11.9 billion NOK in white-collar crime damage annually in Norway. It varies from
10.1 billion to 13.4 billion (Gottschalk and Gunnesdal, 2018).

The research applied the following seven approaches to estimate the magnitude

of white-collar crime (Gottschalk and Gunnesdal, 2018):

1.
2.

Fraction of white-collar criminals that are caught and brought to justice
Fraction with probability distribution of white-collar criminals that are caught
and brought to justice

Fraction of white-collar offender groups that are caught and brought to justice
Fraction of white-collar crime categories that are detected and lead to
conviction

Fraction of white-collar crime victim groups that lead to detection and conviction
Fraction of white-collar male and female offenders that are caught and brought
to justice

Total magnitude of white-collar crime in billions of Norwegian kroner (NOK).

Table 11.1: Estimation based on seven
approaches.

ALL APPROACHES COMBINED

Approach Expert elicitation
1 13.4 billion
2 12.3 billion
3 12.9 billion
4 11.8 billion
5 10.6 billion
6 12.2 billion
7 10.1 billion
Average 11.9 billion

Fifteen experts were interviewed in the research: an investigative journalist in
major newspaper, an experienced bankruptcy lawyer, an experienced internal audi-
tor, three tax administration fraud examiners, an investigative bank manager, a
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police detective, a corruption researcher, a private fraud examiners, a corporate in-
vestor, a defense attorney, and a social security fraud investigator.

It is a diverse range of experts, as recommended by Meyer and Booker (2001), so
that the problem of estimating the magnitude is likely to be thoroughly considered
from many viewpoints. Diversity of participants is one way to minimize the influence
of a single individual. Some of these categories, however, are not relevant or feasi-
ble. For example, while a victim of white-collar crime has a strong memory of the
episode, there is only one episode, from which the victim as a respondent hardly
can generalize.

We developed a questionnaire for the experts and applied the survey in two
steps. First, an email was sent to experts informing them about the attached ques-
tionnaire and telling them that they would be contacted for a phone interview by a
researcher a few days later. During the phone interview, experts had the opportu-
nity to ask the researcher for clarification and discuss issues. While they were talking
on the telephone, the researcher filled in the questionnaire based on the responses
from the expert. The combination of mail and phone as two different communication
channels are considered a feasible response mode in line with normative expertise.
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Tax havens offer convenience for corporate crime. Not only is tax evasion an obvi-
ous benefit where corporations can avoid taxes on profits in their domestic markets
by transferring profits to tax havens with low or no corporate taxes. Corporations
can enjoy secrecy regarding ownership. They can remove traces of corruption by
transferring bribes via tax havens, and they can launder money from crime by help
of the secrecy in tax havens (Deng et al., 2020; Granda, 2021). In some languages, a
tax haven is labeled tax paradise, where a paradise is a place of exceptional happi-
ness and delight (Schmal et al., 2021).

Several examples in this book indicate the extensive use of tax havens. Man-
nheimer Swartling (2016) describe how the Swedish bank Nordea has its subsidiary
in Luxembourg illegally backdating contracts and help clients with tax evasion as
leaked from the Panama Papers. The bank first denied its link to the Panamanian
law firm Mossack Fonseca, which specializes in establishing corporate mailbox
companies in tax havens (Associated Press, 2016). Gunn Weaersted resigned from her
group executive position at Nordea and chair at Nordea Luxembourg (Ekeberg,
2016; Grinde, 2016; Kristjansson, 2016; Trumpy, 2016). Several other Scandinavian
banks are also helping their corporate clients in tax havens such as Danske Bank in
Denmark (Bruun Hjejle, 2018), Swedbank in Sweden (Clifford Chance, 2020), and
Norwegian bank DNB helping Icelandic fishing company Samherji bribe Namibian
officials through tax havens (Amundsen, 2021; Ekroll et al., 2019; Kibar, 2020a,
2020b; Kleinfeld, 2019; Reuters, 2019; Schultz, 2019; Schultz and Trumpy, 2019a,
2019b). We return to these and other cases of corporate activity in tax havens in this
chapter.

Schmal et al. (2021) use the term tax paradise as a synonym for tax haven when
they describe corporate activity in tax havens:

Multinational firms shift billions of income into tax havens to decrease their taxes. Through
the use of transfer pricing and tax-optimizing transactions such as intrafirm debt and royalty
payments, firms reduce their tax payments. Using tax havens can be legal. However, finan-
cial statement users are concerned that tax havens enable firms to obfuscate information.
Tax havens are often related to secretive tax planning schemes because these states often
lack transparency and information exchange.

A tax haven or paradise is a state or geographical area with autonomy in tax policy,
which offers foreign enterprises zero tax terms or very low tax rates, and a legisla-
tion that prevents insight from the outside world. Examples of tax havens include
the Bahamas, Bermuda, Cayman Islands, Dubai, British Virgin Islands, Guernsey,
Hong Kong, Isle of Man, Jersey, Liechtenstein, Luxembourg, Mauritius, Monaco,
Panama, Singapore, and Switzerland. Less well known is that countries such as Ire-
land and the Netherlands have also been mentioned as tax havens, and that the
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united state of Delaware might be the most secret tax haven in the world (Schjel-
derup, 2020).

Swedish Bank Nordea

As presented earlier in this book, Nordea is a bank in Sweden with subsidiaries in
other countries, including a subsidiary in Luxembourg. When the Panama Papers
revealed money flows to and from tax havens, investigative journalists discovered
misconduct in Luxembourg. For example, the bank backdated contracts for custom-
ers for tax evasion purposes. Law firm Mannheimer Swartling (2016) conducted a
fraud examination and wrote an investigation report on the bank practice of wealth
management for its customers. Illegal backdating of contracts and corporate tax
evasion was thus revealed by investigative journalists and fraud examiners. The ini-
tial corporate account by Nordea was communicated to Associated Press (2016):

Nordea, the Nordic region’s biggest bank, says it doesn’t help wealthy customers evade taxes
in response to reports linking it to the Panamanian law firm at the center of a media investiga-
tion into offshore accounts.

The Panama Papers consisted of 11.5 million leaked documents that detailed finan-
cial and attorney-client information for more than 214,000 entities in tax havens.
The Panama Papers disclosed involvement by Nordea in tax havens, but the bank
first denied responsibility for what customers might do in tax havens. However, a
few months later, Mannheimer Swartling (2016) confirmed bank involvement:

The investigation has found deficiencies in the procedures regarding renewal of Powers of At-
torney (POA). In at least seven cases the investigation has shown that backdated documents
have been requested or provided during the last six years, which is illegal when it aims at al-
tering the truth.

Fraud examiners thus confirmed that the Panama Papers had disclosed Nordea in-
volvement in tax havens, and the investigation documents law violations in the
Luxembourg branch. Gunn Wersted resigned from her group executive position in
the bank before fraud examiners from law firm Mannheimer Swartling (2016) pre-
sented their investigation report. She was responsible for wealth management in-
volving tax havens (Associated Press, 2016). She resigned officially to concentrate
on a board chair position at another company, so her resignation did not seem
linked to the scandal (Ekeberg, 2016; Grinde, 2016; Kristjansson, 2016; Trumpy,
2016).

Fraud examiners found illegal backdating of contracts by Nordea wealth man-
agement that was headed by Gunn Weersted (Kristjansson, 2016):

The big bank is one of the many banks that were caught with their pants down in the Panama
Papers leak. The bank’s internal investigation establishes that offenses were committed in the
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Luxembourg branch, as the bank helped customers backdate documents. The bank also pro-
vided customers with annual reports that could be used to mislead tax authorities. Weersted
denies knowing about this but defends the practice of creating straw companies in tax havens,
as long as they were used for “legitimate tax planning”.

Gunn Weersted was not only head of wealth management at Nordea. She was also
chairperson at the Luxembourg branch. Shortly after the scandal became public,
Weersted resigned from her position at the bank (Kaspersen and Eriksen, 2015).

Another bank presented earlier in this book is Danske Bank in Denmark. Wealth
management is a profitable service for most global banks where they take care of
money values for affluent individuals, families, and firms. It is a banking service
which incorporates structuring and placement of wealth to assist in preserving and
protecting owner fortunes. Often, wealth management involves secrecy by placement
in tax havens. Therefore, suspicions of tax evasion and money laundering are often
associated with wealth management. Recent scandals involving Danske Bank in Den-
mark (Bruun Hjejle, 2018), Swedbank in Sweden (Clifford Chance, 2020), and Nordea
bank in Sweden (Mannheimer Swartling, 2016) have provided evidence of criminal
market structures in the banking sector. While the cases involving Danske Bank and
Swedbank in money laundering were detected and reported by whistleblowers, the
case involving Nordea in tax evasion was detected and reported by the Panama
Papers.

Icelandic Fishing Samherji

Yet another Scandinavian bank was involved in tax havens. According to Reuters
(2019), Samherji transferred more than $70 million through a shell company in the
tax haven Marshall Islands from 2011 to 2018. Samherji transferred the money
through bank accounts in DNB. The bank’s largest shareholder is the Norwegian
state, which holds 34% stake in the bank (Ekroll et al., 2019; Kibar, 2020a, 2020b).
Starting with DNB in Norway, the broadcasting corporation Al Jazeera investigated
allegations and published the report entitled “Anatomy of a bribe: A deep dive into
an underworld of corruption — An Al Jazeera investigation into the corrupt power
brokers and global business elites defrauding the Namibian people” (Kleinfeld,
2019). The alleged corruption payments from the Icelandic fishing corporation Sam-
herji traveled via the Norwegian bank DNB to state officials in Namibia to obtain
fishing rights off the coast of Namibia (Amundsen, 2021; Schultz, 2019; Schultz and
Trumpy, 2019a, 2019b).

Sambherji is a seafood company in Iceland. The country’s largest fishing group
was accused of paying bribes to trawl an African country’s waters (Samherji, 2019a,
2019b, 2020a, 2020b). Financial Times reported in November 2019 that two minis-
ters in Namibia had resigned and that Samherji’s chief executive had temporarily
stepped down over allegations the company paid bribes for fishing quotas in the
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southern African nation’s maritime waters (Cotterill, 2019; Samherji, 2019b). The
whistleblower at Samherji was Johannes Stefansson who told WikiLeaks and then
Al Jazeera.

Johannes Stefansson came to Namibia in Africa in 2011, where he was assigned
the task by the Icelandic seafood company Sambherji of looking for business oppor-
tunities. To complete the mission, he involved himself in questionable payments to
politicians and businesspeople in Namibia and Angola. After a while, he developed
a bad conscience and felt guilty of wrongdoing. He decided to give notice of the
situation. The police arrested the former minister of fisheries in Namibia, Bernhard
Esau, and indicted him for corruption and money laundering in November 2019.
Stefansson provided information to WikiLeaks and then Al Jazeera, where investi-
gative journalist James Kleinfeld interviewed local sources in Namibia. Kleinfeld
(2019) then wrote a report on the “Anatomy of a bribe: A deep dive into an under-
world of corruption”. Iceland public broadcasting, similar to BBC in the UK, inter-
viewed the whistleblower and cooperated with Al Jazeera. Al Jazeera’s investigative
unit secretly filmed officials in Namibia demanding cash in exchange for political
favors. It was a story of how foreign companies plunder Africa’s natural resources.
Using confidential documents provided to Al Jazeera by WikiLeaks, “Anatomy of a
Bribe” exposes the government ministers and public officials willing to sell off Na-
mibia’s assets in return for millions of dollars in bribes. Al Jazeera journalists spent
three months undercover posing as foreign investors looking to exploit the lucrative
Namibian fishing industry. The country’s minister of fisheries demonstrated a will-
ingness to use a front company to accept a $200,000 ‘donation’. Exclusive testi-
mony from a whistleblower, who worked for Iceland’s biggest fishing company,
revealed that his employer seemingly instructed him to bribe ministers and even
the president in return for fishing rights worth hundreds of millions of dollars.

The prosecuting authority in Namibia claimed in December 2019 that the ac-
cused officials in the country had received 103 million Namibian dollars — equiva-
lent to 6 million US dollars — in kickbacks to ensure the Icelandic company access
to fishing quotas. According to court documents, a large number of false invoices
had been made to hide the payments (Kibar, 2020a).

Sambherji in Iceland hired fraud examiners at law firm Wikborg Rein in Norway
to investigate of all these allegations. The report of investigation was completed in
the summer of 2020.

The broadcasting corporation Al Jazeera investigated allegations and published
the report entitled “Anatomy of a bribe: A deep dive into an underworld of corrup-
tion”, “An Al Jazeera investigation into the corrupt power brokers and global busi-
ness elites defrauding the Namibian people”, and “The storm is brewing — We are
preparing ourselves for war” (Kleinfeld, 2019):
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Since Al Jazeera first presented the accused parties with evidence of their alleged wrongdoing,
the response has been swift and overwhelming: Minister of Fisheries Bernhard Esau and the
minister of justice have both resigned from their cabinet positions; James Hatuikulipi has re-
signed as the chairman of Fishcor and has also resigned from his job as the managing director
of Investec Asset Management. In the run-up to elections in Namibia, the #Fishrot affair has
caused outrage in the country, leading to protests in the capital, Windhoek, with hundreds of
people marching to the Anti-Corruption Commission demanding decisive action against cor-
ruption in the country. On the day of the elections on November 27, most of the Namibians
implicated in the investigation were arrested on charges of corruption, money laundering and
fraud.

All the Namibians featured in the Al Jazeera investigation deny all wrongdoing. Sacky Kadhila
told The Namibian newspaper that he knew from the start that our undercover reporters were
“fake businessmen”. “I played along ... in order to confirm my suspicions,” he wrote. He
added that he had reported the matter to the president's lawyer, Sisa Namandje, who in turn
claimed he had alerted police.

In Iceland, the scandal has led to the suspension of Samherji’s longtime CEO.

Al Jazeera is an independent news organization funded in part by the Qatari gov-
ernment. In 2006, Al Jazeera Satellite Network was changed to a public utility and
private corporation by a public memorandum and articles of association in accor-
dance with the provisions of Qatar Law and was re-named Al Jazeera Media Network.
The investigative journalist who wrote the above report continued his investigations
in Namibia where he detected corruption allegations because of a 5G deal with Hua-
wei. Bribes were offered to politicians to ensure Chinese tech giant Huawei would
win an exclusive 5G telecommunication network in Namibia (Kleinfeld, 2020).

Norwegian Thule Drilling

Legitimate access to crime resources can be illustrated by the case of a chairman of
the board who published his autobiography (Olav, 2014, 2015). The chairman used
a tax haven where he had an account when he ran business through another com-
pany there (Bjgrklund, 2018; Oslo tingrett, 2015). As defined above, a tax haven is a
country or place with very low or no rates of taxation for foreign investors, where
foreigners enjoy complete secrecy about their investments. Money laundering of
proceeds from criminal activity is an attractive opportunity in tax havens. On the
legitimate side, the use of tax havens enables transfer-pricing strategies to lower
overall tax burdens for multinational corporations. Subsidiaries located in tax ha-
vens serve multinationals to avoid taxes by shifting income from high-tax countries
to low-tax countries. Firms also use tax havens in strategies that involve inter-
company debt or leasing arrangements to shift income across jurisdictions. Tax au-
thorities in various countries attempt to challenge this kind of tax evasion (Dyreng
et al., 2019; Guenther et al., 2019).
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Some members of the upper echelon in society violate laws whenever they feel
necessary. They have access to resources to commit and conceal financial crime
while they deny the guilty mind. Autobiographies by convicted white-collar of-
fenders are an interesting source of information to understand motives, opportuni-
ties, and willingness for deviant behaviors.

This research applies the theory of convenience to study the autobiography of a
convicted chairperson of the board in Norway. While claiming corporate crime for
the benefit of the business, he actually carried out occupational crime to benefit
himself (Benson and Chio, 2020; Shepherd and Button, 2019). As an entrepreneut,
he felt entitled to do whatever he considered necessary. He suffered from narcissis-
tic identification, where there is little difference between personal money and com-
pany money.

Hans Eirik Olav was the chairman of the board at the Norwegian offshore corpo-
ration Thule Drilling. He received a sentence of four years in prison for embezzle-
ment and bankruptcy fraud (Bjgrklund, 2018; Olav, 2014, 205; Oslo tingrett, 2015).

An autobiography can represent an individual’s response strategy after a crisis.
Bundy and Pfarrer (2015) describe response strategies on a continuum from defen-
sive to accommodative. A defense strategy attempts to avoid social approval loss by
eliminating an individual’s responsibility for or association with a crisis. Examples
range from outright denial of responsibility, via attacking accusers and shifting
blame onto other persons, to perceive being a victim of an incident.

An autobiography can be studied by content analysis. Content analysis is any
methodology or procedure that works to identify characteristics within texts at-
tempting to make valid inferences (Krippendorff, 1980; Patrucco et al., 2017). Con-
tent analysis assumes that language reflects both how people understand their
surroundings and their cognitive processes (Gibbs, 2007; McClelland et al., 2010).

Our selected autobiography by a chairman of the board was written before he
was sentenced to prison. Olav (2014, 2015) attempted publicly to defend himself be-
fore he was sentenced to incarceration for 4 years (Oslo tingrett, 2015). He tried to
appeal the verdict from Oslo district court, but his case was neither admitted to an
appeal court nor the Supreme Court in Norway. While the district court sentence is 42
pages long, his books have a length of 471 pages and 479 pages respectively. Olav’s
criminal case was also covered extensively in Norwegian media (e.g., Bjgrklund,
2018).

Hans Eirik Olav was convicted of gross infidelity of US$ 6 million and gross
money laundering of US$ 1.75 million in the period 2007-2011. The reason was that
he had drained the company Thule Drilling — where he was chairman of the board —
wrongfully for these funds. He used the firm Strategic Alliances Corporation where
he was a co-owner to receive funds that were supposed to be used to complete the
work on the oil rig Thule Power in Saudi Arabia. The oil rig work was delayed and
had stopped as a result of conflicts, and lack of repayments of loans from Thule to
the shipyard QGM in Saudi Arabia, which was to complete the rig. Thule Drilling had
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a strained liquidity, and shareholders had to invest more money that was mainly to
be used to get started and complete the work on the rig Thule Power.

Olav used a number of mechanisms to complete and conceal his fraud against
Thule Drilling. In addition to the firm Strategic Alliances Corporation, he also used
his firm Juno Finance. A number of banks were involved in his transactions, includ-
ing Bank Julius Baer & Co Ltd. in Geneva, Switzerland, UBS in Geneva, Switzerland,
HSBC in Valletta, Malta, Bank of Valletta in Malta, as well as a bank in Monaco.

Other board members and management at Thule Drilling were not aware that
the firms Strategic Alliances Corporation and Juno Finance were partly owned by
Olav. They believed large sums were transferred to these firms to solve problems in
Saudi Arabia.

Already on the cover of his book entitled “The Grand Self-Deception”, Olav
(2015) formulates a number of rhetoric and provocative questions: “What if we no
longer accept the government’s actions that would be deemed morally reprehensi-
ble and/or criminal if they were to be done by you and me? What if we showed de-
termination and courage and pushed back against a system that has made us
morally impotent? We have to take our freedom back because freedom is unilater-
ally positive in all interpersonal relationships. Freedom will create a better, more
sustainable, and happier society. If we don’t do something fundamentally different
before it’s too late, it will be a betrayal to future generations.” Olav labels his book
a libertarian manifesto against the deep state.

Olav as a suspect at this stage takes on a role of not just defending himself but
also defending society at large. Benson (2013) finds that narcissistic self-confidence
when coupled with drive, ambitiousness, and insensitivity to others may enable
some people to successfully undertake risky business endeavors that more prudent
and introspective individuals would never attempt. An ambitious and convenient
mindset may also permit if not drive these individuals in the single-minded pursuit
of their goals to engage in financial crime.

Dutch Company Vimpelcom

Gulnara Karimova, the daughter of the Uzbek president, had her own firm Takilant.
The Dutch telecommunication company Vimpelcom transferred USD 60 million to
her through a tax haven to her firm’s account on Gibraltar. VimpelCom admitted
corruption in Uzbekistan to gain access to telecom licenses in the country. Vimpel-
com had to pay authorities in the United States and the Netherlands fines totaling
USD 798 miillion (Schjelderup, 2020).

The description of VimpelCom’s Uzbekistan transactions by Deloitte (2016)
was based on statement of facts by United States and Dutch investigating author-
ities related to the settlement with VimpelCom. The statement of facts can be down-
loaded from www.justice.gov/usao-sdny/file/826456/download. The statement was
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incorporated by reference as part of the deferred prosecution agreement between US
Department of Justice and VimpelCom, where VimpelCom admitted, accepted, and
acknowledged that it was responsible for acts of its officers, directors, employees,
and agents.

VimpelCom corruptly entered the Uzbek market in 2005 and 2006 (Deloitte,
2016). In internal VimpelCom documents, foreign officials were identified only as
“partner” or “local partner” rather than by name. For example, documents pre-
pared for board meetings concerning partnership agreement with a shell company
referred only to a “local partner” who was the 100% owner of the shell company.
VimpelCom structured the partnership agreement to hide the bribe payments to for-
eign officials.

In 2007, VimpelCom arranged to pay foreign officials, through the shell com-
pany, an additional $25 million bribe to obtain 3G frequencies in Uzbekistan.
The year before, VimpelCom had paid $114 million in bribes for foreign officials’
understood influence over decisions made by the Uzbek government. Furthermore,
VimpelCom directly or through a subsidiary, entered into fake consulting contracts,
where real work did not justify the large consulting fees.

Two executives at VimpelCom closely monitored the approval process and en-
sured that the shell company was paid quickly. In 2011, the two executives received
an email showing that all approvals had been received also for the 4G consulting
agreement. The shell company never provided any legitimate consulting services to
justify its $30 million fee. In fact, the shell company’s consulting reports and pre-
sentations, which were prepared in supposed satisfaction of its obligations under
the consulting agreement, were not needed by VimpelCom, and the reports were
almost entirely plagiarized from Wikipedia entries, other Internet sources, and in-
ternal VimpelCom documents.

While Telia admitted to charges and paid $965 million, VimpelCom entered
into a deferred prosecution agreement with the US Department of Justice and with
the prosecution service in the Netherlands, where the company paid $835 million to
the US Securities and Exchange Commission and to the public prosecution service
of the Netherlands. According to the statements of facts for the agreement, the
bribe related to the acquisition of 3G frequencies in 2007 was falsely recorded in
VimpelCom’s consolidated books and records as the acquisition of an intangible
asset, namely, 3G frequencies, and as consulting expenses.

Tax Haven Convenience
Convenience themes in this book are illustrated again in Figure 12.1, where the the-

ory of convenience distinguishes between three dimensions. First, the financial mo-
tive is mainly based on possibilities or threats. Next, the organizational opportunity
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is mainly to commit or to conceal financial crime. Third, the personal willingness
for deviant behavior is mainly based on choice or innocence.

The Scandinavian banks have possibilities to make illegitimate profit in their
wealth management service. DNB in Norway, Nordea and Swedbank in Sweden,
and Danske Bank in Denmark can profit from wealthy clients who prefer secrecy in
tax havens (Bruun Hjejle, 2018; Clifford Chance, 2020; Kleinfeld, 2019, 2020; Man-
nheimer Swartling, 2016). Therefore, the financial motive of banks is possibilities at
the corporate level as indicated in Figure 12.1.

Similarly, for the fishing corporation Samherji in Iceland, there were possibili-
ties for obtaining fishing rights along the coast of Namibia (Kleinfeld, 2019, 2020;
Reuters, 2019). By bribing Namibian officials, the company could successfully start
profitable fishing. The bribes were channeled through tax havens to remove traces
of corruption.

The motive for Thule Drilling was a threat of bankruptcy (Olav, 2014, 2015; Oslo
tingrett, 2015). First, tax havens were used to transfer money to various parties to
save the company. Next, when the bankruptcy threat became real, the chairman of
the board made transactions through tax havens to make sure that he himself
would not suffer from the emerging bankruptcy. Convenience themes were thus
both corporate and individual threats as illustrated in Figure 12.1.

The final example in this chapter is the Dutch telecommunication company
Vimpelcom, which bribed the daughter of the president in Uzbekistan to obtain
mobile phone licenses in the country (Deloitte, 2016; Schjelderup, 2020). As for
the banks and Sambher;ji, the financial motive was possibilities at the corporate
level. While the bribe was a substantial amount of money, it was nevertheless mi-
croscopical compared to the profits expected from mobile network operations in
Uzbekistan.

The organizational opportunity to commit and conceal corporate crime is the
next dimension of convenience theory. Access to tax havens might be based on the
status of the individual (Kakkar et al., 2020) such as Olav as the chair of the board
at Thule, or it might be based on access (Benson and Simpson, 2018) through
business relationships between companies such as banks with Samherji and
Vimpelcom. The secrecy of tax havens represent an efficient opportunity to conceal
wrongdoing since tax havens can be characterized by moral collapse (Shadnam and
Lawrence, 2011) in transparency and in guardianship against misconduct. Therefore,
three convenience themes are emphasized in Figure 12.1: status, access, and collapse.

In the willingness dimension of convenience theory, both Samherji and Vimpel-
com seem to fit the convenience theme of choice as a rational decision (Kamerdze
et al., 2014). Samherji bribed Namibian officials to obtain profitable fishing rights,
while Vimpelcom bribed the president’s daughter to obtain profitable licenses for
mobile phone in Uzbekistan. The banks will probably claim innocence by arguing
that they do not know what their clients do in tax havens. They will justify their
wealth management actions by arguing that it is up to clients what they do with
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Figure 12.1: Convenience themes for corporations in tax havens.

their money and what motives the clients have for their transactions. The act of
wrongdoing might be morally justifiable (Schnatterly et al., 2018) based on strong
peer pressure (Gao and Zhang, 2019). Similarly, along the innocence perspective,
Olav at Thule might neutralize potential guilt feelings by arguing that it was busi-
ness for a higher loyalty (Schoultz and Flyghed, 2016, 2020a, 2020b, 2021).
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Bottom-up approaches exist to compensate for the lack of control of trusted of-
fenders in corporate crime. It is matter of people in the organization who prevent
potential white-collar offenders from committing financial crime and who detect
white-collar offenders having committed financial crime. A different approach in
the same line of reasoning is the outside-in approach where outsiders rather than
insiders prevent and detect white-collar wrongdoing in the organization. The outside-
in approach involves professional service providers such as law firms, accounting
firms, auditing firms, real estate agencies, and banks with their lawyers, accountants,
auditors, real estate agents, and bank clerks.

Often, the convenience of white-collar crime is dependent on the cooperation
with external professionals who may turn a blind eye to potential law violations by
and together with their clients. Instead of turning a blind eye, they might indeed
help their clients with compliance to avoid misconduct and crime. This chapter dis-
cusses the outside-in perspective of corporate control of white-collar offenses as it
influences crime convenience.

Law Firm Client Barriers

A law firm is in the business of applying legal knowledge to client opportunities
and threats (Gottschalk, 2014). Lawyers and their clients enjoy the attorney-client
privilege in many jurisdictions such as the United States and Norway. Attorney-
client privilege is the name given to the common law concept of legal professional
privilege (Oh, 2004). The privilege is the lawyer’s as well as the client’s right to refuse
to disclose and to prevent any other person from disclosing confidential communica-
tions between the client and the attorney. For a potential white-collar offender as the
client of a law firm, the privilege represents a convenient opportunity for financial
crime (@kokrim, 2021: 6):

It can be difficult to know whether a lawyer knowingly and intentionally assists criminals, or
whether he or she is being exploited. At several law firms, there seems to be a lack of under-
standing of, and knowledge of, money laundering regulations. There is also a big difference in
how the regulations are interpreted, and what routines exist to comply with the money laun-
dering act. For example, there is a different understanding of where the line between the
money laundering act and the duty of confidentiality lies.

In an outside-in perspective, knowledgeable lawyers and law firms based on integ-
rity and accountability can prevent potential offenses in client organizations, and
they can report instances legitimized by the money laundering act in violation of the
duty of confidentiality. However, many lawyers and law firms ted to slide on the
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slippery slope over to the wrong side of the law when there is a profitable client
(@kokrim, 2021: 6):

Among the lawyers who can be linked to crime, few have convictions, even though they have
been registered as suspects or charged in several serious cases. There are several lawyers who
are charged or suspected of financial crime. In many cases, they are involved in tax evasion,
fraud, bankruptcy, accounting crime, financial infidelity /embezzlement or money laundering.
A lawyer who has now lost his license has been charged with gross embezzlement of more
than NOK 90 million belonging to the lawyer’s clients. The embezzlement took place in con-
nection with the settlement of real estate transactions.

@kokrim quoted here is the Norwegian national authority for investigation and
prosecution of economic and environmental crime. The public agency is a specialist
skills function for the police and the prosecuting functions in the criminal justice
system. @kokrim was established in 1989 and is both a police investigative agency
as well as a public prosecutors’ office. @kokrim (2021: 6) found that secret client
accounts can facilitate financial crime:

Lawyers also facilitate financial crime by using client accounts. The client account is used,
among other things, to avoid creditor debt, fraud and money laundering. In one case, a client
account was used in a fraud case in such a way that bank loans granted to two companies
were paid into a client account. The person who later was convicted of fraud was then given
access to the funds in this account. The person in question was the real general manager, but
without formal roles and should thus not be able to dispose of the company’s funds.

In another case investigated and prosecuted by @kokrim, a lawyer acted as the for-
mal owner of a property through his own company. The prosecuting authority be-
lieved that in reality it was one of the lawyer’s clients who was the real owner, and
that the lawyer was listed as the lawyer to prevent creditors from getting the prop-
erty as settlement for outstanding debts. Both the district court and the court of ap-
peal agreed with the prosecution’s point of view.

A lawyer received millions of Norwegian kroner in a client account which was
used, among others, for property purchases. The money originated at actors belong-
ing to a family well known to the police and registered in police systems. @kokrim
suspected that the client account was used to launder proceeds from criminal activity
via the real estate market.

Lawyers who offer real estate transactions may be well-equipped to prevent
and detect white-collar crime in an outside-in perspective. If not reporting to the
police, they may contact the client organization for confirmation or disconfirmation
of transaction legality.

Lawyers who offer client accounts may prevent creditor evasion by denying ac-
cess to a company by people and firms who might want to place their assets in the
company rather than repay debt. In practice, the lawyer avoids acting as a straw man
and avoids being considered a pro forma owner. The lawyer denies access to persons
and firms who want to evade values. @kokrim concluded regarding law firms and
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lawyers that it is highly likely that some lawyers function as facilitators for white-
collar crime. Highly likelihood in their assessment is a probability above 90%.
The typical lawyer helping facilitate white-collar crime works as partner in a small
law firm.

Furthermore, @kokrim (2021) found that it was a recurring pattern that lawyers
who have lost their legal license to practice as attorneys tend to resume their criminal
activity when they get the license back. It was also a recurring pattern that lawyers
who had lost their license found other ways to use their competence to commit, or
facilitate, crime. It was therefore likely that lawyers who lose their legal license will
resume their criminal activity if they get it back, and that lawyers who do not get
their license back will find other ways to use their competence to commit, or facili-
tate, crime. @kokrim here used the term likely, which is a probability of 60% to 90%.
In our perspective of outside-in, law-abiding, often larger law firms, can help expose
criminal, often smaller law firms, which have been deprived of their legal license per-
manently or temporarily.

Certified Accountant Control

Certified accountants are sometimes asked to create legitimacy for a client com-
pany. Accountants can be asked to facilitate money laundering, fictitious invoicing,
tax evasion, work-related crime, payment of bribes, as well as disguise of real rights
holders and the origin of the funds through complicated corporate structures do-
mestically and globally (Qiu and Slezak, 2019). In a rich country such as Norway,
where the state subsidies a number of business sectors, accounting misrepresenta-
tion can conveniently lead to subsidies from the government. In many countries, it
may be so important to have a bottom line in accounting that satisfies investors and
others that crime emerges as potentially acceptable.

Misreporting in accounting is often a convenient way of concealing illegal
transactions (Qiu and Slezak, 2019). Lack of transparency makes concealment in ac-
counting convenient (Davidson et al., 2019; Goncharov and Peter, 2019). Managers
can withhold bad news by accounting misrepresentation (Bao et al., 2019), since
financial statements are a substantive component of a firm’s communications with
its stakeholders (Gupta et al., 2020). Balakrishnan et al. (2019) found that reduced
corporate transparency in accounting is associated with increased corporate tax ag-
gressiveness. Accounting fraud in terms of account manipulation is lacking transpar-
ency (Toolami et al., 2019).

Since accounting is no machine that can provide correct answers regarding the
financial health of a company, since accounting information has limited representa-
tional properties, and since accounting cannot fully inform decision-makers (O’Leary
and Smith, 2020), determination of final accounting figures are often left to the dis-
cretion of financial managers.
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Incentive systems such as bonus arrangements can lead to white-collar crime
such as corruption to meet sales targets or other targets on which bonus payments
depend. Alternatively, the offender can pretend having met targets by manipulating
accounting (Nichol, 2019: 329):

Bonus contracts have come under a great deal of criticism in the past few years for creating in-
centives that encourage managers to manipulate accounting information in order to maximize
their pay. Such manipulation can range from subtle earnings manipulation to outright fraud.

@kokrim (2021: 8) found that deviant executives who commit criminal activities, for
example for fraud, often attempt to use accountants to manipulate accounts, for ex-
ample to do the following:

A criminal group uses the same accountant in several cases. This accountant changes the ac-
counts so that the liquidity ratio and profitability look better than they actually are. The ma-
nipulated accounts are then used to raise loans on an incorrect basis. Later the company goes
bankrupt. The accountant is not listed at the financial supervisory authority of Norway.

Another way accountants can assist offenders is in the event of inadequate follow-up. Such a
case was discovered during an investigation. Here it became clear that the external accountant
was not critical enough of the documentation handed over, in addition to being creative in
keeping accounts. This made the criminal offenses possible. In another case, the accountant
neglected his responsibility to prepare documentation for several of the transactions in the
company, as well as establish routines for correct accounting.

Among potential offenders, @kokrim (2021) found that some accountants have a
reputation of not asking too many questions, or accepting whatever answers they
get, and they are therefore popular. It can be difficult to know if such offenses are
being committed deliberately. @kokrim (2021) also found evidence of cases where
persons who were trained accountants allowed the legitimacy this gives to be ex-
ploited by culprits. This happened, for example, through fake invoicing, which is a
widespread mode within work-related invoicing as well as in corruption, where the
bribed submits a non-real invoice for consulting services. Again, it can be difficult
to know whether the accountants in question were unaware of criminal relation-
ships, or an accomplice.

The association of certified accountants might introduce more strict reviews of
their members. For example, a few accounting firms seem only to offer their serv-
ices to criminal actors where they provide crime-as-a-service. One such accounting
firm had specialized in assisting business owners draining companies for assets
and then files for bankruptcy causing losses to debtors. Another accounting firm
had specialized in avoidance of taxes.

@kokrim’s (2021) assessment was that accounting firms that only provide serv-
ices to criminal actors with crime-as-a-service, highly likely (above 90% probabil-
ity) work as facilitators of financial crime. It seems to be a conscious strategy of
labor market offenders to ask accounting firms to produce fake time sheets and
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invoices to enable payment of salaries in cash where withholding tax is not
necessary.

@kokrim (2021) found several cases of accountants who had lost their license
but continued to act as accountants anyway. In one case, an accountant without
license helped by creative accounting sot that the main person could empty the
company of several million. Others did set up their own business and rent out their
services from there. Such deviance should not be too difficult to detect and report
by the association of certified accountants.

Auditor Denial of Acceptance

Like certified accountants, certified auditors can give the company legitimacy and
can be used to facilitate or commit various forms of financial crime. @kokrim (2021)
found that auditors often have chosen to resign from their role at those companies
where they have not received sufficient answers to questions. Some auditors are
suspected of approving accounts without special control, or they even more actively
assist criminals. These auditors are often associated with companies that operate in
the gray zone for what is legal. Some auditors accept reporting and being loyal to
deviant management (Hurley et al., 2019). In our outside-in perspective, the ideal
contribution from auditors would be to deny acceptance of accounts where their
queries are not satisfactorily answered and report their findings to the board of direc-
tors as well as externally to public authorities.

Concealing illegal transactions may result from the failure of auditors to do
their job. Alon et al. (2019) argue that accounting and auditing functions have un-
dergone a legitimacy crisis in recent years. Auditors are supposed to serve as gate-
keepers to protect shareholders and other stakeholders, but deviant corporate
management tend to hire and control auditors instead of letting auditors report to
the board of directors or the supervisory board (Hurley et al., 2019). Skeptical audi-
tors tend to be replaced by less skeptical auditors. Reporting fraud to public author-
ities will also harm auditors (Mohliver, 2019: 316):

As organizations, audit firms are often severely penalized for client malfeasance. Yet the indi-
vidual auditors working for these firms are susceptible to “motivated blindness” stemming
from conflicts of interest that bias their moral judgment toward choices that help their clients.

The lack of detection by auditors can also be explained by standardization. Herron
and Cornell (2021) found that audit work is standardized which harms auditors cre-
ativity, thereby preventing recognition of and responses to fraud cues. Standardiza-
tion harms an improvisational style of thinking, tolerance for unpredictability, and
uncertainty, and open-mindedness that is associated with responses to perceived
fraud risk cues.
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Shadnam and Lawrence (2011) found that morale collapse increases the ten-
dency to financial crime. In fact, repetition of criminal actions might institutionalize
such actions. Dion (2008) found that the larger the corporation, the less deterrence
effect from laws on financial crime, which may have to do with increased conve-
nience in concealing crime.

A chief financial officer (CFO) in Norway became divorced and his financial
motive became stronger. The growing motive caused him to search for opportu-
nity expansion in the organization. One of his actions was to take control over the
auditing process, where he succeeded in controlling that what the auditor pre-
sented to the chief executive officer (CEO) and the board of directors. He was thus
able to make the organizational opportunity larger. As he noticed that he suc-
ceeded in organizational opportunity expansion, his willingness for deviant be-
havior became higher than it was before.

Hestnes (2017) asked the question in his study of the CFO case: Why did the
auditor fail in detecting embezzlement at the company? Normally in a Norwegian
context, the auditor is to report annually to the board in the business where the
auditor has reviewed accounts. Since the cooperation between the auditor and the
CFO went so smoothly, the CEO did not invite the auditor anymore to board meet-
ings. This is where the fourth opportunity expansion occurred. The CFO became the
actual person to report external audit results to the board. Mohliver (2019) found
that auditor bias towards accepting deviant financial reports increased when there
is ambiguity about the appropriateness of a course of action. Financial misreporting
that is viewed favorably by the client organization can be recommended by external
auditors on the grounds that such reporting is already adopted among companies
served by the same auditing firm.

A mechanism for outside-in effects on executive compliance is the threat for
both accountants and auditors to be fined and potentially sent to prison. A financial
scandal in Norway in a company named Finance Credit caused prison sentences
not only for two executives at Finance Credit but also for two auditors from audit
firm KPMG. The auditors were incarcerated because they had helped the white-
collar offenders create a non-transparent and complicated corporate structure en-
abling the offenders to make it look like all subsidiaries were financially sound. A
similar case in Norway was the auditor for Sponsor Service who was reluctant to
criticize and question some of the numbers in the accounts. This auditor ended up
in prison as well.

@kokrim’s (2021) overall assessment regarding auditors was that auditors asso-
ciate with crime mainly as passive participants. It was considered highly likely that
those companies where white-collar crime occur, that both accounting and auditing
suffered from shortcomings. The challenge for the criminal justice system is to de-
termine to what extent such professional service providers facilitate crime.

The financial supervisory authority of Norway has revoked the approval as
state-authorized public accountants for, among other things, failure to obtain
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documentation, lack of documentation of performed audits, for not having acted
neutrally by having changed the accounts of clients at their requests, and inade-
quate assessments when entering into client relationships.

Real Estate Agent Reporting

@kokrim (2021: 12) found that real estate agents are often used as facilitators for
money laundering via real estate, including through the use of client accounts as
well as illegal borrowing and refinancing, where business enterprises in the real es-
tate market commit financial crime:

In at least one case, a real estate agent, in collaboration with a bank employee, forged docu-
ments for borrowers so that they got a higher mortgage than what they would otherwise get.
So far, twenty cases have been uncovered, and findings have been made that indicate money
laundering in some of these. Several of the loans are also in default. Two of the real estate
agents are linked to the use of drugs and the removal of money from the sale of drugs. One of
the two real estate agents also has large cash deposits, as well as deposits and payments to
and from own accounts with internet-based gaming companies. The person in question has
also set up a real estate company. The bank official has reacted to a number of valuations
made by the broker and believes these are too high. Because of their role as real estate agents,
they are both in a position to launder money through the real estate market.

A different modus is when the real estate agent facilitates a disproportionately high
price assessment of homes. This means that the homeowner can get a higher refi-
nanced mortgage, possibly a higher home loan, than the value of the home indi-
cates. In such a case, the homeowner has then used the borrowed money to buy
more homes, and then repeat the process several times (@kokrim, 2021: 12):

In one case, the culprits probably tried to launder money by hiding real rights holders. The
apartment was bought on the open market by a private company where the real estate agent
in question stated to be the 100 percent owner. Settlement for payment should come from a
separate financial company that should not have a mortgage on the property. The broker was
chairman of the board, but not the owner. The real owner was another company well docu-
mented in police systems for, among other things, financial crime and money laundering. It
was also a subsidiary of this company that was responsible for payment of settlement, not the
financial firm specified in the agreement.

Real estate agents were involved in fraud schemes by the convicted white-collar
offender Christer Tromsdal in Norway (Hultgreen, 2012). The total number of ac-
complices in his network was 15 persons. They worked in different organizations,
including real estate firms, and they had established a criminal network. Christer
Tromsdal has been sentenced for financial crime several times. In June 2015, he
was sentenced to six years in prison. Anthony Bratli, a property appraiser, and
Terje Hvidsten, a real estate agent, were both at the same time sentenced to four
and a half years in prison. At about the same time, Arne Aarsather, an attorney,
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was sentenced to four months in prison for handling illegal proceeds for Tromsdal
(Borgarting, 2015; Oslo tingrett, 2015). Christer Tromsdal made frequent media ap-
pearances (Kleppe, 2015; Meldalen, 2015).

White-collar offender Christer Tromsdal was running the company Aker Brygge
Invest. In our perspective of outside-in, a total of fifteen criminal professionals in
various roles might have blown the whistle on him. Even far more people knew
about his fraud scheme of property bankruptcy where investors and banks lost
money. Real estate agents and other professionals supporting and facilitating the
fraud scheme ended up in prison. The fraud was detected by the police as Tromsdal
contacted the police to offer his services as a police informant (Dahle, 2011; Hultgreen
et al., 2019; NTB, 2015).

@kokrim’s (2021) experience with crime service professionals such as real estate
brokers is that real estate firms facilitate money laundering via the real estate mar-
ket using a client account. In the case above concerning the broker who was chairman
of the board, but not the owner, more than one million US dollars was transferred
from an account in the Middle East to the client account. One of the main shareholders
in the real estate firm had access rights to dispose of the money. The broker was later
convicted of fraud and violation of narcotics legislation.

@kokrim (2021: 13) wrote in their overall assessment of crime service by profes-
sionals at real estate firms:

It is very likely that several real estate agents are committing systematic and organized finan-
cial crime or facilitating this. It will mainly be in the form of money laundering via real estate
or by enabling higher mortgages or home loans by using forged documents. It is likely that
real estate agents will be exploited for money laundering by hiding real rights holders from
the agent.

While Norway has a very long coastline, the attractive real estates for vacation
houses and summer guests are located south of the capital of Oslo. In particular,
the island of Tjgme is popular. The theme of environmentally harmful construction
and expansion of summerhouses serves as an example in relation to convenience
theory. The motive is often to climb Maslow’s (1943) hierarchy of needs, the oppor-
tunity is typically access to resources (Huisman and Erp, 2013), and the willingness
for deviant behavior is dependent on neutralization techniques (Sykes and Matza,
1957), lack of self-control (Craig and Piquero, 2016) and other factors. Real estate
agents ignored the lack of permits when they were involved in transactions between
old mansion owners and new mansion owners. Even when an architect and two
municipal case workers were convicted in court for corruption, real estate agents
continued helping the rich and mighty people from the capital of Oslo. @kokrim
considered prosecuting some of the mansion owners for harming the environment
by building enormous mansions along the shoreline that was reserved for wildlife
and public access (Feratovic, 2021; Holmgy, 2021).
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Financial Services Detection

The final group of crime service professionals reviewed by @kokrim (2021: 14) was
bank and finance clerks:

In banking and finance, special arrangements for granting loans on the wrong basis are a
widespread problem. This occurs in both small and large banking enterprises. Loans are
granted on incorrect grounds either through unfaithful employees and/or through the use of
forged documents.

In our perspective of combatting white-collar crime through outside-in measures, a
bank that discovers attempt at bank fraud should not only consider reporting it to
the police but also to the supervisory committee and the compliance officer in the
company where someone made the fraudulent attempt. Since police agencies some-
times lack both competence and capacity to investigate, a more preventive measure
would be to let the offender organization know of the attempt.

Some white-collar offenders are able to recruit a bank insider for larger fraud
transactions. For example, a construction company owned by Norwegians in Dubai
needed funding. A woman whose regular position was being a nurse in hospital
took on the role of being the rich widow after a deceased entrepreneur. The fake
widow told the bank to transfer some of her assets from Norway to Dubai. The inter-
nal bank clerk approved the transfer. After the transfer of ten million dollars had
taken place, bank management called the real rich widow about the transactions.
The real rich widow responded that she had not noticed a reduction on her bank
account of ten million dollars (Berge, 2011).

According to @kokrim (2021), some bank employees have committed embezzle-
ment by virtue of their positions. Some employees in banking firms have direct
links to criminal actors and environments. For example, a bank executive was in-
vited to a party at a Hells Angels estate. He was offered services by a sex worker,
that he accepted. Afterwards, pictures of the act were presented to him with a re-
quest for a substantial bank loan. He forged documents so that a bank loan was
granted to the blackmailer.

@kokrim (2021: 14) found that several employees in banks who are involved in
arranging for granting of loans on a misleading and manipulated basis were linked
to known criminal actors:

These have close ties to or are in the same circle of friends as key players in organized crime. A
named bank employee in a prominent position must in several cases have granted a loan and
given favorable loan terms to criminal actors, as well as persons who are not creditworthy due
to bankruptcies. One of the criminal actors associated with the bank employee appears as a
central figure in a criminal network. Another bank employee in a prominent position is as-
sumed to be involved in committing fraud in collaboration with known criminal actors.
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Banks and other financial institutions help white-collar offenders into tax havens.
Tax havens offer convenience for corporate crime. Not only is tax evasion an obvi-
ous benefit where corporations can avoid taxes on profits in their domestic markets
by transferring profits to tax havens with low or no corporate taxes. Corporations
can enjoy secrecy regarding ownership. They can remove traces of corruption by
transferring bribes via tax havens, and they can launder money from crime by help
of the secrecy in tax havens (Deng et al., 2020; Granda, 2021). In some languages, a
tax haven is labeled tax paradise, where a paradise is a place of exceptional happi-
ness and delight (Schmal et al., 2021).

Mannheimer Swartling (2016) described how the Swedish bank Nordea had its
subsidiary in Luxembourg illegally backdating contracts and help clients with tax
evasion as leaked from the Panama Papers. The bank first denied its link to the Pan-
amanian law firm Mossack Fonseca, which specializes in establishing corporate
mailbox companies in tax havens (Associated Press, 2016). Gunn Weersted resigned
from her group executive position at Nordea and chair at Nordea Luxembourg
(Trumpy, 2016). Several other Scandinavian banks are also helping their corporate
clients in tax havens such as Danske Bank in Denmark (Bruun Hjejle, 2018), Swed-
bank in Sweden (Clifford Chance, 2020), and Norwegian bank DNB helped Icelandic
fishing company Samherji bribe Namibian officials through tax havens (Kibar,
2020a, 2020b; Kleinfeld, 2019).

Schmal et al. (2021) use the term tax paradise as a synonym for tax haven when
they describe corporate activity in tax havens:

Multinational firms shift billions of income into tax havens to decrease their taxes. Through
the use of transfer pricing and tax-optimizing transactions such as intrafirm debt and royalty
payments, firms reduce their tax payments. Using tax havens can be legal. However, financial
statement users are concerned that tax havens enable firms to obfuscate information. Tax ha-
vens are often related to secretive tax planning schemes because these states often lack trans-
parency and information exchange.

A tax haven or paradise is a state or geographical area with autonomy in tax pol-
icy, which offers foreign enterprises zero tax terms or very low tax rates, and a
legislation that prevents insight from the outside world. Examples of tax havens
include the Bahamas, Bermuda, Cayman Islands, Dubai, British Virgin Islands,
Guernsey, Hong Kong, Isle of Man, Jersey, Liechtenstein, Luxembourg, Mauritius,
Monaco, Panama, Singapore, and Switzerland. Less well known is that countries
such as Ireland and the Netherlands have also been mentioned as tax havens, and
that the united state of Delaware might be the most secret tax haven in the world
(Schjelderup, 2020).

Legitimate access to crime resources at a bank can be illustrated by the case of
a chairman of the board who published his autobiography (Olav, 2014, 2015). The
chairman used a tax haven where he had an account when he ran business through
another company there (Bjgrklund, 2018).
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Unfortunately, the report by the Norwegian national authority for investigation
and prosecution of economic and environmental crime (@kokrim, 2021) did not ad-
dress the role of banks in enabling white-collar offenders transfer corruption funds
and launder money in tax havens. It seems that @kokrim was reluctant to label
bank activities as corporate crime or helping white-collar offenders as crime service
professionals. Fortunately, the OECD (2021) was willing to label banks professional
enablers of crime in tax havens as described in the following.

Professional Tax Crime Enablers

The organization for economic co-operation and development, OECD (2021), states
that white-collar crime like tax evasion, bribery, and corruption are often concealed
through complex legal structures and financial transactions facilitated by lawyers,
accountants, financial institutions, and other professional enablers of such kinds of
crime. These various forms of crime opportunity have significant impacts on gov-
ernment revenue, public confidence, and economic growth. The OECD (2021) report
delineates a range of strategies and actions for countries to take to tackle profes-
sional intermediaries who enable tax evasion and other forms of financial crime on
behalf of their criminal clients. The report highlights the damaging role played by
these intermediaries and the importance of concerted domestic and international
action in clamping down on the enablers of crime, and includes recommended
counter-strategies for deterring, disrupting, investigating and prosecuting the pro-
fessionals who enable tax evasion as white-collar crime.
OECD (2021: 10) described crime service providers as professional enablers:

In general, professional enablers of tax crime and other financial crimes are intermediaries
with specialized knowledge who play a specific role to facilitate the commission of a tax of-
fence (and possibly other related financial crimes) by others. Professional enablers of tax
crime and other financial crimes can include for example: tax professionals, lawyers and legal
advisors, accountants, financial advisors, banks and financial institutions, company formation
agents, registered agents, notaries, business trustees, trust and corporate service providers,
and other promoters of tax evasion schemes.

According to OECD (2021), a professional enabler is typically an individual or entity

with professional expertise to perform a specific service to aid their customer in car-

rying out a tax offence or other financial crime. Most countries do not have a specific

definition of a professional enabler. However, the common attributes of a professional

enabler include:

— Professional qualifications or training;

— Expertise in taxation, legal or financial processes;

— Experience in setting up tax structures, or structures with cross-border elements;
and
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— Experience setting up opaque structures for avoiding investigative scrutiny into
the clients’ tax and economic activities.

Professionals offer various legitimate business services to clients such as legal and
accounting advice (OECD, 2021: 11):

They may also be experts on finding legal loopholes giving room for the creation of “tax-
avoidance” strategies. These strategies operate in the so-called “grey areas of the law”, allow-
ing professionals to use the inadequacies or ambiguities of a jurisdiction’s legal framework to
maximize the tax outcomes for their client. The possibility of using “grey areas of the law”,
while not technically illegal, should be limited by jurisdictions through the enhancement of
their tax legislation and by fostering international co-operation.

In the outside-in perspective, OECD (2021: 27) argued that tax authorities can en-
counter professional enablers across a number of different functions, from those
business areas involved in promoting voluntary compliance to those undertaking
audits or investigations, through those leading on enforcement activity such as civil
penalties and criminal prosecution:

Lawyers, tax advisors, notaries and accountants are valued gatekeepers to a sound legal and
financial system. Their unique sets of skills, together with the professional privileges awarded
to them by statutes, put them in a special place within societies. They are experts who are in a
position of trust and enjoy certain rights that are not shared by other professions. Jurisdictions
should ensure that advisors perform their tasks in accordance with the law, and penalize
those few who use their skills, expertise and privileges to design structures with the purpose
of breaking the law. This requires that countries have in place a legal framework to support
criminal investigators and the justice system in addressing and punishing professional ena-
blers that engage in and facilitate the commission of such crimes.

Among the OECD (2021) suggestions is to target the actions of intermediaries before
they become professional enablers. Once professional enablers such as banks have
activities, mechanisms to deter and intercept it are necessary. Regulators and pro-
fessional bodies have to stand up to the challenge of controlling banks across juris-
dictions. There is a need for mechanisms of voluntary as well as mandatory reporting
of wrongdoing.

The title of the OECD (2021) report is “ending the shell game” and “cracking
down on the professionals who enable tax and white collar crimes”. Ending the
shell game addresses shell companies that are registered in the name of other legal
persons in tax havens. Shell companies assist in opening of bank accounts in
names that obscure the ownership, both domestic and abroad. Shell companies
hold safe custody of incriminating data. Shell companies hold unaccounted funds
in offshore jurisdictions, which are the proceeds of crime in overseas jurisdictions.

OECD (2021: 9) made the following recommendations for counter-strategies to
combat professional enablers:
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— Awareness: Ensure tax crime investigators are equipped with the understand-
ing, intelligence, and analytics skills to identify the types of professional ena-
blers operating in their jurisdiction, and to understand the risks posed by the ways
that professional enablers devise, market, implement, and conceal tax crime and
other financial crime.

— Legislation: Ensure the law provides investigators and prosecutors with suffi-
cient authority to identify, prosecute, and sanction professional enablers, so as
to deter and penalize those found to be professional enablers of tax crime.

— Deterrence and disruption: Ensure there is a coherent and multi-disciplinary
strategy for preventing and disrupting the behavior of professional enablers, in-
cluding engaging in communication, leveraging the role of supervisory bodies
and industry sectors, incentivizing early disclosure and whistleblowing and tak-
ing a strong approach to enforcement in practice.

— Co-operation: Ensuring relevant authorities are proactively maximizing the
availability of information, intelligence, and investigatory powers held by other
domestic and international agencies to tackle professional enablers that are so-
phisticated and operating cross-border.

— Implementation: Appoint a lead person and agency in the jurisdiction with re-
sponsibility for overseeing the implementation of the professional enabler’s
strategy; including to undertake a review of its effectiveness over time and de-
vise further changes as necessary.

The report by OECD (2021) emphasized that the majority of professionals are law-
abiding and play an important role in assisting businesses and individuals to un-
derstand and comply with the law and helping the financial system run smoothly.
Such law-abiding professionals are to be differentiated from a small set of professio-
nals who use their skills and knowledge of the law to actively promote, market, and
facilitate the commission of crime by their clients. The report was to support policy
makers and law enforcement authorities to address the actions of that small set of
lawyers, tax advisors, notaries, financial institutions, and other intermediaries that
are professional enablers, with the intent of facilitating wrong-doing by their clients.

Employees in Health Care Crime

White-collar crime in the health care sector is growing as individual patients as
well as public agencies spend a growing amount of money on health care for them-
selves and for the population. An example is the pharmaceutical industry, which
hands out prizes and awards to medical doctors at hospitals. The awards, prizes,
and funding for research do frequently resemble regular bribes. In our perspective
of outside-in, pharmaceutical officials not involved in bribing should notify hospitals
about corrupt medical doctors.
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Mulinari et al. (2021) studied responsive regulation to offset pharmaceutical indus-
try illicit behavior in areas such as drug marketing based on self-regulation backed up
with threats of government sanctions. The researchers argue for a more probing, criti-
cal and government-led regulatory approach instead of the self-regulatory approach.
They found extensive abusive business practices, corporate non-compliance, and im-
pression management. They used Astellas wrongdoing regarding off-label promotion
of a prostate cancer drug as an example (Mulinari et al. 2021: 71):

While initially denying wrongdoings, Astellas has fully accepted the findings and rulings, and
global company executives have referred to the situation as a “corporate crisis”. The company’s
official explanation for wrongdoings is one of “significant cultural and compliance failings cre-
ated and caused by the actions and behaviors of some of its very senior managers” in Europe.

@kokrim (2021: 15) found that the criminal activity in the health sector in Norway is
particularly evident in the issuance of fictitious medical statements that provide a
basis for social security benefits, illegal issuance and sale of prescription medicine,
as well as fraud of the reimbursement schemes to the health administration:

There are several of the actors who have dealt with this type of criminal activity over several
years; some have close relationships with known criminal actors and groups. The intention
behind the criminal activity of employees in the health service appears to be only profit-
motivated. The police have information that indicates that several doctors sell or write sick
leave sheet for a fee, as well as write expert reports to help people get disability benefits and
compensation from insurance companies. There are concrete examples of doctors who have
made large cash deposits into their own personal bank accounts over several years, as well as
received suspicious transfers from private individuals. In one case, it is a matter of millions.
The money is assumed to be payments received for sick leave messages. The same doctors are
in police systems identified with a number of other serious offenses.

Overall, @kokrim (2021) found it highly likely that many doctors will be paid to
write fake sick leave reports and, in that way, acquire illegal income, which leads
to social benefits being paid on the wrong basis.

Professional Crime Supporters

Attorneys at law firms can either take on the role of enablers of or the role of bar-
riers to white-collar crime by their clients (Gottschalk, 2014). Certified accountants
at accounting firms can either ignore crime signals or detect and report suspicions
when they register transactions for their clients (Qiu and Slezak, 2019). Auditors at
audit firms can either ignore crime signals or detect and report suspicions when
they review accounting statements from their clients (Herron and Cornell, 2021).
Real estate agents can either ignore crime signals or detect and report suspicions
of money laundering or fraud when they meet buyers and sellers of real estate
(Festovic, 2021). Professionals at financial services institutions can either take on
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the role of enablers of or the role of barriers to illegitimate loans or investments
by their clients (Kleinfeld, 2019). Professional intermediaries can either take on
the role of enablers of or the role of barriers to transfer of funds to and from tax
havens for their clients (OECD, 2021). The pharmaceutical industry, hospitals and
other actors within health care either be silently accepted for their occasional
wrongdoing or doctors, nurses, and others can blow the whistle whenever they

notice wrongdoing (Mulinari et al., 2021).

Surprisingly often in detected white-collar crime cases, there were professional
crime supporters who enabled, facilitated, or ignored deviant behavior by white-
collar offenders. In the following, empirical evidence of professional crime supporters
are collected from investigation reports by fraud examiners. Corporate investigators
are in the business of reconstruct past events and sequences of events when there is
suspicion of wrongdoing in organizations. They are hired by organizations to recon-
struct past events and sequences of events in the client organizations. Investigation
reports are the property of client organizations since they have paid for the work by
the fraud examiners. Very seldom, the investigation reports become publicly avail-
able since client organizations have a variety of reasons for their secrecy (Gottschalk
and Tcherni-Buzzeo, 2017).

Table 13.1 list investigation reports by fraud examiners from recent years that
were possible to find for this research. The year of each white-collar crime investi-
gation is listed in the first column. They range from 2018 to 2021. The second col-
umn lists organizations where potential wrongdoing occurred. The third column
lists the home country of the client organization. The fourth column lists fraud ex-
amination firms that where hired by the client organizations in the second column.
Most of the investigators in the fourth column are located at low firms. The fifth
column lists individuals who were suspected of wrongdoing, and the sixth column
lists the suspected wrongdoing. The final column is our major interest in terms of
professional crime supporters identified as actors who helped suspected white-
collar crime become more convenient:

1. A local audit firm in Estonia ignored lack of money laundering procedures at
the local branch office of Danske Bank. CEO Thomas Borgen at Danske Bank
had to leave his position (Milne and Binham, 2018) after the bank disclosed the
report from Bruun Hjejle (2018). Borgen was charged with white-collar crime by
Danish prosecution authorities (Milne, 2019a), and the body of Danske Bank’s
former Estonian chief executive was found (Milne, 2019b).

2. Banks in Latvia were at the receiving end of funds illegally transferred from
Moldova. Politician Ilan Shor left the country when the report from Kroll
(2018) was published. The New York Times reported in October 2015 that Mol-
dova “was rocked this year by the discovery that $1 billion had fraudulently
siphoned from Moldova’s banking system over a period of years, a huge amount
for an impoverished country whose entire economic output is only about
$8 billion a year” (Nechepurenko, 2015).
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Year Organization Country Investigator Suspect Wrongdoing  Professional
2018 Danske Bank Denmark Bruun Hjejle (2018) CEO Money Local audit
laundering firm
2018 Moldova Moldova Kroll (2018) Chair Bank fraud Latvian banks
Banks
2019 Oceanteam Norway  Sands (2019) CEO Embezzlement Legal incentive
plan
2019 Social Denmark PwC (2019) Manager  Embezzlement Family
Security members
2020 Banedanmark Denmark Kammeradvokaten Managers Corruption Vendor
(2020a) representative
2020 Danske Bank Denmark Plesner (2020) Executives Client fraud Software
company
2020 Military Denmark Kammeradvokaten Manager  Corruption Vendor
Property (2020b) representative
2020 Mercy Corps  Congo Smith (2020) Manager  Corruption Vendor
representative
2020 Swedbank Sweden  Clifford Chance CEO Money Local audit
(2020) laundering firm
2020 Berkley United State Auditor Coach Corruption External
University States (2020) consultant
2020 Wells Fargo United Waters (2020) CEO client fraud Financial
States regulators
2020 Wirecard Germany KPMG (2020a) CEO Embezzlement Audit firm
Banking
2021 Apollo Global United Dechert (2021) CEO Insider External
States investments consultant
2021 Biathlon Austria Commission (2021) President Corruption National
Union biathlon
2021 Nasdaq Sweden  Finansinspektionen Investor Manipulation Investment
Clearing (2021) banker

3. A consulting firm in the Netherlands designed an incentive plan for executives at
Oceanteam enabling them to withdraw money to cover personal expenses. After
the release of the Sands (2019) report, executives at Oceanteam wanted to avoid
disclosure of it, even to the company’s own shareholders (Strandli, 2019). A letter
sent to all shareholders of Oceanteam on March 30, 2020, illustrated the dispute,
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dissatisfaction, and reluctance to distribute the private policing report, as the let-
ter emphasized the lack of trust that major shareholders and the company placed
in the Sands (2019) report.

Family members helped create accounts where embezzled money could be
laundered (PwC, 2019). BBC (2020) reported the following year: “A Danish court
is due to deliver its verdict in the case of a woman accused of stealing
117 million Danish kroner (£13m; $17m) of government funding. Britta Nielsen
worked at Denmark’s social services board for 40 years, distributing funding to
people in need”.

Vendor representative offered favors and gifts to employees who happened to
select that vendor. Investigative journalist at a Danish newspaper learned
about potential fraud at Banedanmark, a governmental body under the ministry
of transportation and housing in Denmark. The state-owned company is respon-
sible for tracks, signals, and safety systems for the railroad traffic. They renovate
the rail network and build new lines. They monitor rail traffic and steer trains in
and out of stations and across the entire rail network. The Danish newspaper Ber-
lingske reported in 2020 that they had started their inquiries in 2018 and that
Banedanmark had reported suspects to the police two years later (Jessen and
Jung, 2020): “Banedanmark suspects employees of bribery and illegal circum-
stances. Banedanmark has reported an employee and a contractor to the police
for potential bribery. This is happening on the basis of a request for access to
documents by Berlingske in 2018. The minister takes the matter very seriously”.
Banedanmark hired Danish law firm Kammeradvokaten (2020a) to investigate al-
legations against 23 named individuals who were former and current employees
at the state-owned company. The individuals were suspected of bribery, abuse of
office, and theft.

A software company developed a system where money on old client accounts were
confiscated by the bank (Plesner, 2020). Danske Bank admitted in September 2020
that they had known for years about the bank’s practice of collecting outdated and
excessive debt from customers. Denmark’s financial watchdog Finanstilsynet
(2020) launched the previous month an inquiry into how Danske Bank had
wrongly collected debt from up to 106,000 customers since 2004. The bank
blamed IT system errors (Reuters, 2020).

Vendor representative offered favors and gifts to an employee who happened to
select that vendor (Kammeradvokaten, 2020b). Dennis Bechmann Engmann,
who was previously head of the building department at Karup Airport, was sen-
tenced by the court in Viborg to two years in prison. The verdict was the end of
the case of bribery in the Ministry of Defense’s property management agency
(Julsgaard, 2020). In 2015 and 2016, Dennis Bechmann Engmann made exten-
sive renovations of his house in Mgldrup and an extension of the building at a
total value of 1.7 million kroner (about USD 240,000). The building work was
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completed free of charge by one of the vendors who did construction work for
the Ministry of Defense’s property management agency.

Local service providers offered foreign aid officials bribes when they selected
those providers (Smith, 2020). Mercy Corps is a charity. The international non-
government organization (NGO) experienced a scam in the Democratic Republic
of Congo (DRC). The scam involved corrupt aid workers, business owners, and
community leaders (Kleinfeld, 2020): “Together they zeroed in on the humani-
tarian sector’s flagship rapid response programmes — the main mechanism for
helping displaced people in Congo, where hundreds of millions of dollars of
foreign aid are spent every year”.

A local audit firm in Estonia ignored lack of money laundering procedures at
the local branch office of Swedbank. Swedbank carried out bank transactions
of more than 37 billion Euros (about US$40 billion) with a high risk for money
laundering over a five-year period according to private policing in terms of an
internal investigation by fraud examiners from law firm Clifford Chance (2020).
The investigation report suggests that the Swedish bank actively targeted high-
risk individuals in the Baltic region and points to failings from both top man-
agement and the board (Milne, 2020).

An external consultant who ran a California-based edge college and career net-
work helped rich parents bribe athlete coaches at prestigious universities. The
University of California was investigated by the auditor of the state of California.
The California state auditor found that qualified students faced an inconsistent
and unfair admissions system that had been improperly influence by relation-
ships and monetary donations (State Auditor, 2020). Several rich and mighty
people were involved in the corruption scandal (Puente, 2020; Taylor, 2020).
Financial regulators were reluctant to intervene when bank clients were fraudu-
lently assigned cards and accounts at their expense (Shichor and Heeren, 2021).
Waters (2020) at the U.S. House of Representatives investigated Wells Fargo in
the United States. Examiners draw conclusions stating that Wells Fargo’s board
and management prioritized financial and other considerations above fixing the
deviant issues identified, Wells Fargo’s board did not hold senior management
accountable for repeated deviance, and management gave inaccurate and mis-
leading testimony (Rothacker, 2016; Shearman Sterling, 2017; Wieczner, 2017).
Audit firm confirmed that money had disappeared but was reluctant to trace it.
The background for the investigation of Wirecard by KPMG (2020a) was to ex-
amine the validity of various accusations that were presented in the press and
on the internet (Chazan and Storbeck, 2020a, 2020b). Among these allegations,
it was suggested that Wirecard has, among other things, recorded higher reve-
nues through fictitious customer relationships, suspicious loan relationships
through what is called merchant cash advance, over reporting of profits in the
Singapore branch and in the United Arab Emirates, and a suspicious transaction
by a company in India (McCrum, 2019). The allegations were concerned with
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deficiencies in the accounts and mysterious collaborations with third-party com-
panies in countries such as Singapore, the United Arab Emirates, and India
(McCrum, 2020).

Financial advisor helped design fraud scheme for insider investments. The media
reported in 2020 that “the billionaire who stood by Jeffrey Epstein”, “Dechert’s
Leon Black investigation: things you may have missed”, “what a sad tale of syc-
ophants: Wall Street is not buying Leon Black’s Epstein story”, “Jeffrey Epstein’s
deep ties to top Wall Street figures”, “billionaire Leon Black is leaving Apollo fol-
lowing scrutiny over ties to Jeffrey Epstein”, and “billionaire Leon Black, re-
vealed to pay Jeffrey Epstein $158, is stepping down” (Gara and Voytko, 2021).
These headlines emerged as law firm Dechert (2021) concluded an investigation
on behalf of Apollo Global Management’ board. Jeffrey Epstein committed suicide
in jail in August 2019 after conviction as a sex offender abusing underage female
prostitutes (Sampson, 2020). The suspected fraud was concerned with Black’s in-
volvement with Epstein.

A national biathlon union invited the president to experience favors and adven-
tures that emerged as bribes (Commission, 2021). Anders Besseberg was presi-
dent of the International Biathlon Union (IBU) from 1992 until he was laid off in
2018 on the basis of accusations of wrongdoing (Ellingworth and Dunbar,
2018). During those years, the sport of biathlon evolved from being a sport for
people who were particularly interested to becoming one of the most popular
winter sports on television. Besseberg is considered the architect of the various
successful forms of competition in biathlon such as hunting start, joint start,
and mixed relays. He lifted the sport of biathlon to new heights during his pe-
riod as president. By being in the position of president over such a long time,
he became a powerful individual with great influence internationally. There
were no restrictions on being the union president and how many periods he
could be in such a central position without being replaced. Besseberg has been
a central figure in shaping the business, culture, ethics, structure, and compli-
ance of right and wrong at IBU as an organization. The suspected fraud was
concerned with the president receiving favors and bribes from Russian biathlon
union officials.

Investment banker ignored red light signals for risky gambling in different en-
ergy prices. Finansinspektionen (2021) found deviations at the company so seri-
ous that they fined the company $36 million. Nasdaq Clearing appealed the
fine as the company disagreed with several of the fundamental assessments
that underpinned the decision as well as its conclusions.
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Conclusion

As documented in a number of case studies in this book, recidivism seems to be
of a substantial magnitude in corporate crime. Corporations tend to repeat white-
collar crime in various forms as long as they find it convenient. A minor fine from
time to time and dismissal of some executives as scapegoats do not prevent corpo-
rations from committing and concealing new offenses as long as there is a conve-
nient financial motive, a convenient organizational opportunity, and a convenient
willingness for deviant behavior. Businesses and their executives tend to be recidi-
vists who get away with light punishment (Haines and Macdonald, 2021; Suther-
land, 1983). Generally, the severity of punishment has shown to have no effect on
recidivism (Mears and Cochran, 2018).

Rational choice among convicted corporations is a matter of recidivism, i.e.,
what subjectively perceived benefits and costs are after punishment. Repeating
white-collar crime might be a rational choice since the collateral effects of being
sentenced a second time can be much lower than the first time. On the other hand,
the opportunity can be drastically reduced the second time. If someone has been
incarcerated, the prison experience can either support the special resilience hypoth-
esis or the special sensitivity hypothesis (Logan, 2015; Logan et al., 2019), which
strongly influences perceived costs of recidivism at the individual level.

Recidivism is a research topic within criminology (Chen et al., 2007; Skardha-
mar and Telle, 2012), and recidivism in corporate and occupational economic crime
is no exception (Barnard, 2008; Henning, 2005; Murphy and Harris, 2007; Listwan
et al., 2010; Piquero and Weisburd, 2009; Podgor, 2007; Slawotsky, 2015).

According to Collins et al. (2017), recidivism is the behavior of a person or per-
sons repeating an illegal act after having experienced negative penal consequences
of a previous offence. In our perspective concerned with white-collar offenders,
convicted criminals need to return to elite positions before they have an opportu-
nity for recidivism (Henning, 2015: 1):

There was virtually no chance he would be trusted again, so there is no likelihood of recidi-
vism; nor did he pose any future physical danger to society.

Among all those white-collar offenders who return to trusted positions with access
to resources to commit and conceal misconduct and crime, recidivism is indeed
possible. Slawotsky (2015: 280) found that:

Some financial institutions have become serial lawbreakers, violating not only civil, but also
criminal laws. Many of the institutions are subject to multiple investigations, and some of
them previously assured prosecutors and regulators that criminal activity would not be re-
peated after they were involved in what was widely considered a historic settlement. Financial
corporations’ systemic violation of the law reveals that financial institutional misconduct is
widespread, deeply embedded, and broad based.

https://doi.org/10.1515/9783110766950-015
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Harbinson et al. (2019) suggest that elite members with narcissistic and neurotic
traits are more likely to recidivate. They report that an appreciable proportion of the
people convicted of white-collar offenses (about 30%) recidivated and some did re-
peatedly. Those who were recidivists could be distinguished from non-recidivists
on the basis of certain personal and social characteristics.

In the Norwegian sample of white-collar convicts presented by Gottschalk
(2019), seven percent reoffended, faced prosecution, and returned to prison. About
seven percent was also the case for a comparison group who did not commit eco-
nomic crime. According to Gottschalk and Gunnesdal (2018), the detection rate for
white-collar offenders in Norway is one out of eleven criminals. The actual recidi-
vism is thus much higher than seven percent.

In a sample of white-collar offenders in the United States, Listwan et al. (2010)
found that half of the individuals in the sample suffered rearrests. However, new
arrests of the individuals often occurred because of a variety of charges such as sys-
tem violations that include offenses such as failure to appear and failure to adhere
to conditions. Nevertheless, there was a substantial fraction of recidivism in terms
of repeated and detected financial crime by white-collar offenders.

The recidivism exemplified from Norway and the United States is interesting,
because the suspected misconduct or crime investigated by fraud examiners is not
necessarily the first time or the last time for offenders. While convicted companies
suffer financial loss in the form of fines by the state, individual offenders suffer in-
carceration after failing defense in court. The implication for private policing is that
fraud examiners might expand their perspective historically and into the future.
They do sometimes the latter by recommending measures that serve to prevent fu-
ture occurrences. For example, sanctioning deviant individuals including shaming
(Murphy and Harris, 2007) has a deterrent effect, while a material appreciation to
whistleblowers has a detecting effect. Ethical guidelines and formal auditing rou-
tines, however, have probably little or no effect.

This book has applied convenience orientation as an emerging theoretical per-
spective on corporate crime (Gottschalk, 2019, 2020). Convenience theory was dem-
onstrated in several case studies. As an emerging perspective, future research
might strengthen the idea of convenience through a fresh look at the theoretical
structure that is to support empirical work on corporate crime.
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