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Abstract
This study analyzed fraud detection and prevention techniques and analyzed if there was a
relationship between the techniques and the detection of fraud. The combined techniques were
fraud risk assessment, fraud risk register, code of conduct, fraud assessment training, whistle-
blower policy, fraud control plan, fraud control policy, and internal control review. Nonprofits
are vulnerable to fraud and costly for the organizations that rely heavily on donations to provide
needed services or goods to a community. Through analyzing 109 nonprofits surveyed in South
Carolina, the researcher found 59 reported fraud occurrences and 86 percent were using fraud
detection and prevention techniques. This study showed statistical significance in the
relationships between fraud prevention and detection techniques used in nonprofits and the
detection of fraud. In this study, the results indicated the NFPOs in South Carolina had fraud
detected and used the techniques which demonstrated a level of understanding prevention and
detection techniques. This study helps internal stakeholders understand the theories and aspects
of fraud to bring awareness to help prevent or detect fraud quicker.
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Section 1: Foundation of the Study

Not-for-profit organizations (NFPOs) exist in every town, athletic booster organizations,
band organizations, 501(c)(3) organizations for health or other social organizations, some
hospitals, religious organizations, civic, and government pass-through organizations. NFPOs are
always hosting fundraising campaigns or asking for donations to fulfill their mission. The
NFPOs do not have a lot of reserve funds and they typically do not hire many core employees,
rather relying on volunteers. NFPOs typically have oversight board members, typically from the
community and on a volunteer basis. The volunteers are not typically accountants and have
limited financial management backgrounds. This study examined the relationship between the
stakeholder’s awareness of accounting fraud prevention and detection techniques and the level of
fraud detection.

Background of the Problem

Commonly, as Archambeault, Greenlee, and Webber (2015) discovered in a study,
NFPOs lost five percent of revenues to fraud and 115 cases of fraud were detected in NFPOs.
NFPOs faced the challenge of board governance where the focus was on logistics of cause-
related or political memberships (Considine, O'Sullivan, & Nguyen, 2014) rather than a
concentration on fraud prevention. Although the primary objective of NFPOs was the mission
achievement, researchers (Irvine & Ryan, 2012) described that boards and management reviewed
the financial stability of the NFPOs. Financial statements were tools for decision-making which
was difficult to do if the financial statements were incorrect. Fraudulent reporting of the
financial statements affected the entire organization and groups they served. Gamble and Beer

(2017) observed that NFPOs served disadvantaged and marginalized groups. If fraud



occurred, this hindered the mission such as building homes in impoverished areas or even
combating a health crisis. Fraud affected all stakeholders.

Archambeaul et al. (2014) unraveled that NFPOs had limited funds and fraud cost the
NFPOs money such as investigation cost, the loss of donors because of the tarnished reputation,
and other costs. Since NFPOs were typically small and had limited resources, small losses
greatly impacted the organizations and the ability to fulfill the organization’s mission. Othman
and Ameer (2014) further explained that NFPOs suffered funding issues that affected the service
the organization offered to their community. Also, NFPOs were vulnerable to fraud because
some NFPOs relied on volunteers who were not of particularly reputable backgrounds. This was
problematic because fraud was more likely to occur and the stakeholders might not be aware of
the fraud.

Problem Statement

The internal stakeholders of NFPOs had a problem detecting and preventing fraud (Best,
Kummer, & Singh, 2015). The problem addressed in this study was the relationship between
fraud detection and prevention and the use of fraud detection techniques and effectiveness of
internal stakeholders in NFPOs to detect fraud in South Carolina. Best et al. (2015) reported
there was a gap in the understanding of fraud detection techniques. Udeh (2012) realized there
was lack of understanding fraud detection techniques for the stakeholders to detect and prevent
fraud. Internal stakeholders may not have had the education in detecting fraud or preventing
fraud. Best, Mula, and Singh (2013) revealed that accounting fraud was growing and that
organizations were ill-equipped to prevent and detect fraud. Klammer, Richtermeyer, Siegel,
and Sorensen (2010) elucidated there was a lack of understanding between fraud detection

education and practice and it was difficult to detect fraud and prevent fraud. The focus of the



study was to gain insight into the problem of internal stakeholders preventing and detecting fraud
in NFPOs in South Carolina.
Purpose Statement

The purpose of this quantitative correlational study was to examine the effectiveness of
fraud detection and prevention techniques and internal stakeholders detecting and preventing
fraud in NFPOs in South Carolina. Free (2015) explained that fraud has the greatest economic
impact on society rather than any other crime. Yetman and Yetman (2011) reported that NFPOs
were vulnerable to fraudulent activities. This research furthered the study of the impact of fraud
detection and prevention techniques previously studied, Best et al. (2015), to see if the internal
stakeholders in NFPOs in South Carolina used them and detected fraud.

Nature of the Study

Discussion of Method

The researcher used quantitative method to analyze the survey data for this study because
the analysis provided correlation to find the linear relationship between the independent variables
of fraud detection and prevention techniques and the dependent variable of fraud detection
(Goertzen, 2017; Onen, 2016). The quantitative research method helped the researcher
determine a commonly used (variable) fraud detection and prevention technique and the
effectiveness of detecting fraud (Goertzen, 2017; Creswell, 2014). The qualitative method might
have helped the researcher understand the stakeholder’s thoughts (experiences) on fraud
detection and prevention and if the stakeholders understood the techniques were effective (Cruz
& Tantia, 2017; Viadero, 2005). However, the fraud detection techniques were not observable
behaviors (Creswell, 2013) nor was this study looking at human perception (Stake, 2010). The

mixed methods study included quantitative and qualitative methods (McKim, 2015). This study



did not need to study the qualitative aspects of observed behaviors (Bradt, Burns, & Creswell,
2013) as a mixed-methods method or qualitative method would not have explained the research
questions since they were numerical in nature.

Discussion of Design

The researcher used correlational quantitative research design to gather insights into the
relationship between fraud detection and prevention techniques and fraud detection (Creswell,
2014). Comiskey, Curtis, and Dempsey (2016) clarified that correlational research could be used
if the independent variables did not need to be manipulated. A relationship or direction of a
relationship between variables could be established. The researcher selected this design over
descriptive, quasi-experimental, and experimental because the researcher determined if fraud
detection and prevention techniques and fraud detection were correlated.

A descriptive quantitative research design described a phenomenon (Wildmuth, 2016)
and summarized the relationships (Neuendorf, 2016). This study was not describing the fraud
detection and prevention techniques rather analyzed the variables (fraud detection and prevention
techniques) and detection of fraud. Therefore, the descriptive design was not an appropriate
design or this research study.

Experimental research design was used in studies to learn about systems or how
processes worked as part of the scientific process and to observe experiments using groups and
then applying inputs to those groups (control and experimental groups) to study changes
(Montgomery, 2017). The experimenter studied a group and provides intervention to test a
hypothesis (Creswell, 2014). This research did not conducting experiments with control groups

or experimental groups.



Quasi-Experimental design studied naturally occurring groups (Wildmuth, 2016) and
tested effects on a group or process (Flaviu & Gregory, 2016). Reeves, Waddington, & Wells
(2017) explained that quasi-experimental design was similar to experimental design except the
groups were controlled (not random) and influenced by the researcher. This research study did
not have groups rather a study of NFPOs in South Carolina. The study was conducted to show a
relationship between fraud detection and prevention techniques and the detection of fraud, not to
study effects (causation) among the variables being studied.

Correlational quantitative design was the most appropriate design to study the research
questions. Correlational quantitative design was used to give more accurate estimates of the
relationships between variables (Atinc et al., 2016). The NFPOs in South Carolina were given a
survey that was statistically studied to look at the relationship between fraud detection and
prevention techniques to fraud detection. Moore (2016) conducted a study that used
correlational design to study the relationship between organizational size and occupational fraud.
Best et al. (2015) also used correlational design to explain the effectiveness of fraud detection
and prevention techniques in NFPOs.

Research Questions

Research Question 1: Is there a relationship between the use of all of the fraud detection
and prevention techniques and the detection of fraud in NFPOs in South Carolina?

Research Question 2: Is there a relationship between the use of detection techniques with
the detection of fraud in NFPs in South Carolina?

Research Question 3: Is there a relationship between the use of prevention techniques

with the detection of fraud in NFPs in South Carolina?



Hypothesis 1

Hol: There is no statistically significant relationship between the fraud detection and
prevention techniques and fraud detection in NFPs in South Carolina.

Hal: There is a statistically significant relationship between the fraud detection and
prevention techniques and fraud detection in NFPs in South Carolina.
Hypothesis 2

Ho2: There is no statistically significant relationship between the fraud detection
techniques and fraud detection in NFPs in South Carolina.

Ha2: There is a statistically significant relationship between the fraud detection
techniques and fraud detection in NFPs in South Carolina.
Hypothesis 3

Ho3: There is no statistically significant relationship between the prevention techniques
and fraud detection in NFPs in South Carolina.

Ha3: There is a statistically significant relationship between the prevention techniques
and fraud detection in NFPs in South Carolina.

Theoretical Framework

Discussion of Theory 1

First, Cressey (1953) created the theory of the Fraud Triangle when he interviewed white-
collar embezzlers and realized a common triangle of consistent trends. His data collected from
over 120 incarcerated ‘trust violators’ in US prisons composed an empirical basis for the Fraud
Triangle. The three pieces of the Fraud Triangle were (a) the perception of the need to fix the
problem or motivation (pressure and incentive), (b) an opportunity to commit fraud, and (c) the

rationalization or neutral attitude that the action was not criminal. Borba and Wuerges (2014)



further explained the Fraud Theory. The manager felt a pressure to perform with high
revenues/sales. The manager could surpass internal controls and change data to make the
financial statements look better than they actually were. The manager had an internal
rationalization that they were committing fraud for the success of the company and avoided
layoffs. Carpenter, Jones, Riley, and Trompeter (2014) disclosed that SAS No. 99 outlined the
fraud triangle of pressure to commit fraud, opportunity, and rationalization (attitude). Free
(2015) explained the concept of the fraud triangle was embedded in professional auditing
standards (SAS No. 99 and ISA 240). The fraudster had a pressure to commit fraud (either
personal financial issues or organizational financial goals), opportunity (the fraudster might
know how to penetrate internal controls and work around weaknesses to commit fraud), and
rationale (attitude to do the fraud). The small organizations were more vulnerable to fraudulent
activities (Andon, Free, & Scard, 2015) and NFPOs were typically small (Gayle, Harrison, &
Thornton, 2017). The fraudster had more of an opportunity to commit fraud. The fraudster had
a pressure (maybe a few pressures). They were pressured to fulfill a mission. The NFPO may
not have paid the employees a good salary and they had external pressures to steal. The fraudster
also could have built up a rationalization that the fraud did not matter because they were not paid
what they were worth or no one was overseeing them.

Lowers (2013) also explained with the Fraud Triangle accounting theory the person
committing the fraud had some kind of pressure to achieve prestige or was motivated by the need
for money. The person who committed the fraud had the opportunity or open door of trust that
allowed them to commit fraud. The organization may have lacked good internal controls or an
absence of control activities. Also, the organization may have lacked controls such as inventory

counted on a regular basis, petty cash was not attended, no duel signatures or controls in place, or



an excess of materials lying around. The person committing the fraud also had a rationalization
that the fraud was acceptable. They believed it was okay. Levi and Schuchter (2016) found that
companies realized the Fraud Triangle existed and based on the empirical study, fraud risk could
be lowered with company measures and company culture.

Discussion of relationships between theories and variables. The NFPO may not have
had a lot of internal controls or supervision which allowed the opportunity for the fraudulent
behavior. This study showed the need for further study on what fraud detection techniques were
most effective so stakeholders could be aware of it and put the safeguards in place to detect and
prevent fraud. If the person who has the motivation, rationalizes fraud, and has the opportunity
to commit fraud, he or she can commit fraud (Cressey, 1953; Borba & Wuerges, 2014). Fraud
triangle is a theory that supports the insight of the problem behind the fraud and the stakeholders
will learn more about the theoretical theory so they can prevent fraud or detect fraud. The fraud
triangle helped explain why fraud occurred and this supported this research study’s fraud risk in
practice. With this information, the readers can understand how fraud risk registers were
created, with the fraud triangle concept where an employee has the opportunity to commit the
fraud, the incentives or pressure to meet goal, and rationalization that fraud is not wrong.
Discussion of Theory 2

Another theory related to fraud and behaviors is (Connelly, Hoskisson, & Shi, 2017) the
Cognitive Evaluation Theory where an individual has an external pressure that motivates the
person to do certain actions. Individuals have innate needs for autonomy (self-determination
/choices) and competence (the belief the individual can influence outcomes). The external
control could be very coercive and the manager had a high likelihood to commit financial fraud.

External pressures affected internal motivations. If the rewards or punishments inhibited



intrinsic motivation to conduct ethically, the manager or individual would commit illegal acts.
The individual who deceived others commit fraud. The individual would lie about facts; fail to
disclose information, falsify documents, and other corruptive behaviors. The managers wanted
to appear to have improved performance. The cognitive evaluation theory suggests that
managers had different levels of motivation and if the manager had high levels of dedication to
perform, the manager was more prone to commit fraud. Mahmood, Pahnilia, and Siponen (2013)
revisited the Cognitive Evaluation Theory to study corporations in Finland to find if pressures
comply with policies and procedures outweighed rewards. The external pressure was most
persuasive to have the employees comply with the information. Chae, Choi, and Hur (2017)
found that when a buyer (person) exerted power on a supplier (another person) the supplier
would comply or even committed more to a buyer. Cognitive Evaluation Theory explained that
coercive or rewarding could mediate power. The empirical study showed that power influences
the motivation. In NFPOs, the workers feel like they deserve the services and deserve the money
going to the needy because they feel needy. They feel like they could fudge the numbers to meet
the expectations of the donors so they could get more donations.

Discussion of relationships between theories and variables. If the manager had
pressure to perform and had the opportunity to commit fraud, the manager only needed a
rationalization and motivation to do the fraud. Cognitive Evaluation Theory explains that
motivation can coerce a manager to commit fraud and power influence the motivation (Connelly
et al., 2017; Chae et al., 2017). This study gave insight into the effectiveness of internal
stakeholders detecting fraud and Levi and Schuchter (2016) reported that fraud could be lowered

with measures and company culture. The study of fraud prevention and detection techniques
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was important. Also, it was important to study to see what was effective in detecting or
preventing fraud.
Definition of Terms

Codes of conduct: Codes of Conduct are policies or guides for how professional should
treat one another and help set ethical culture in an organization (Hardy, 2016). This was a
prevention technique.

Fraud awareness training: Fraud (risk assessment) awareness training is training to
strengthen culture and help the organization be more resilient to the threat of fraud and
corruption (Brytting, Minogue, & Morino, 2011) and some organizations have formal training to
detect fraud and prevent deception from occurring (Carswell, Seay, Wilmarth, & Zimmerman,
2014). This was used as a prevention technique. Detection is after the training and reporting.

Fraud control plan: A fraud control plan is simply a plan to respond to fraud when it
occurs (Lord, Miller, & Mclaughlin, 2015).

Fraud Control Policies: Policies are organizational rules and procedures that prevent
fraud and abuse and are used to safeguard the assets (Park, Matkin, & Marlowe, 2017).

Fraud detection and prevention techniques: Fraud detection and prevention techniques
were fraud control policies, whistle-blower, fraud risk registers (Best et al., 2015), fraud
awareness training, codes of conduct, fraud control plan, internal control review, and risk
assessments.

Fraud risk registers: Fraud risk registers are levels of risk of the fraud triangle (risk of
incentives, opportunity, and rationalization to commit fraud), it is the awareness of the holistic
view of fraud potential in the organization (Mock, Srivastava, & Wright, 2017). The more risks

the higher the fraud potential and it is to prevent by awareness.
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Risk assessments: Risk assessments is assessing the presence of the fraud triangle
(opportunity, incentive, and rationalization to commit fraud) in an organization to prevent fraud
(Mock et al., 2017).

Red Flags: Red flags are identifiable behaviors that are indicators that fraud is possible
and these indicators are proven from collected data as signs to locate fraudulent behavior to
prevent fraud (Vona, 2016).

Whistle-blower: Whistle-blowing is where a person blows the whistle on organizational
fraud, illegal operations, or corrupt operations, in reporting the organization the person believes
that it is for the greater good of the public interest (Middlemiss, 2017). This was a fraud
detection technique.

Assumptions, Limitations, Delimitations

The assumptions, limitations, and delimitations are discussed in this next section.
Assumptions

One assumption of this study was that the questionnaires would be honestly and correctly
answered. After Veldkamp, Nuijten, Dominguez-Alvarez, van Assen, and Wicherts’ (2014)
survey of over 600 authors of published statistical studies, they found that self-reporting
produced desirable responses. The researcher found the individuals who did not respond to the
survey were more inclined to give less reliable responses. The respondents that completed the
survey were found to have a positive effect on probability.

Another assumption was all the individuals surveyed would have a working knowledge
of fraud prevention and detection techniques. The researcher included examples in the survey of
what each technique looks like so there was a clear understanding of the techniques. For

example, some organizations may not call the technique ‘code of conduct’ but rather a code of
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ethics. The researcher was aware the organizational leaders needed clear understanding so there
was not a negative outcome of the study. If the questionnaire was not clear, this could give
incorrect statistical analysis. To mitigate this risk, the researcher made the questionnaire
questions clear and explained what the techniques might be called in the different organizations
(define the techniques).

Limitations

A limitation of the study was where individuals accurately and correctly submitted self-
report correct data. Veldkamp et al. (2014) explained this could cause some error in probability;
however, it was more likely that respondents self-report accurate data. The surveyed authors
who did not respond to this research were more likely to have inconsistencies. It must be
understood that certain organizations may be prone to fraud while other organizations experience
little to no fraud. This research was only to bring more insight into fraud detection and the use of
fraud prevention and detection techniques to see if there was need for further study.

Another limitation was studying only NFPOs in South Carolina. There may be more
instances of fraud detection in for-profit organizations or more fraud in different regions of the
country.

Delimitations

The researcher studied fraud prevention and detection techniques in relation to fraud
detection. The researcher did not include data mining (Sangal, 2016) or other computer related
fraud detection techniques, the fraud detection and prevention techniques included in this study
were code of conduct, fraud awareness training, whistle-blowing policy, fraud assessments, fraud
control plan, internal control review, fraud control policy, and fraud registers. The study

analyzed NFPOs use of fraud prevention and detection techniques to detect fraud in NFPs in
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South Carolina. The research study on NFPs was not conducted in other states in the United
States. The researcher only studied NFPOs in South Carolina rather than for-profit
organizations. This study looked at internal fraud rather than external fraud.
Significance of the Study

When fraud occurred in a NFPO, the initial losses, future loss of donors, and a ruined
reputation inhibited the organization from fulfilling its mission (Perols, 2011). This study will
bring insight into fraud detection issues that cost organizations money from donors. Hou, Zhang,
and King (2017) observed that return donors would evaluate the performance and expectations
based on level of trust or distrust for future giving. The level of charitable donations changed
over time and when a trust crisis happened. The NFPO had to work hard to rebuild that trust.
This study was significant because this helped the NFPOs realize how much fraud will hurt their
future funding. The fraud caused mistrust with donors and NFPOs rely on donors to fulfill the
mission and cover operational expenses (Madhavaram, McDonald, Sullivan Mort, &
Weerawardena, 2015). This study helped stakeholders realize fraud implications. Also, this
study will lead to more discoveries on what fraud prevention and detection techniques are most
effective for detecting or preventing fraud. Fraud cost NFPOs money and it is important for
organizations to have the correct fraud detection or prevention techniques in place. It is
important to understand the concepts behind fraud to gain understanding to lead to solutions or
preventions of fraud occurrences. Fraud hinders the progress of the organization. This study
was significant for NFPO’s success, fulfilling the mission, and giving inferences to what fraud

prevention and detection techniques work best for detecting or even preventing fraud.
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Reduction of Gaps

Researchers agreed that NFPOs were vulnerable to fraud (Andres-Alonso, Garcia-
Rodriguez, Romero-Merina, & Voluntas, 2016; Clemenson & Sellers, 2013). In recent years,
Garbou, Halbouni, and Obeid (2016) noted that a trend of internal fraud prevention programs,
established policies and procedures, and communication about fraud awareness abounded,
however, there was a lack of extensive studies to prove what fraud prevention and detection
techniques were most effective. The focus of research shifted toward better understanding that
leaders, management, and board members or stakeholders, in general, were responsible for
financial situations of the organizations (Clemenson & Sellers, 2013). Organizations that do not
have clearly written policies struggle with understanding fraud prevention and detection
techniques.

Since NFPOs had problems detecting fraud, the stakeholders needed to understand the
effective ways to prevent fraud. As Cressey (1953) started research on the commonality trend of
fraudsters of the Fraud Triangle, the study’s awareness continues today to ‘reflect in recent
developments in fraud theory’ (Jeppesen & Leder, 2016) including cognitive behaviors.
According to Udeh (2012) and Klammer et al. (2010), stakeholders found it difficult to detect
fraud and did not know what fraud detection techniques were effective and helpful for NFP
organizational stakeholders. Through understanding the aspects that make up fraud, stakeholders
can understand what fraud detection and prevention techniques are most effective in detecting
fraud and learn how to prevent fraud. Best et al. (2015) looked at the relationships between the
existence of fraud detection and prevention techniques and actual detection of fraud. This study
narrowed the gap on understanding the significance of fraud prevention and detection techniques

to prevent fraud and may help to decrease fraud occurrences.
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Implications for Biblical Integration

Humans were called to be stewards for God’s creation. Van Duzer’s (2010) concept of
‘consequences of broken God-human relations for businesses’ explained that work needed to be
God centered. Humans should plan their future around God’s center. The humans focus was on
human centered activity rather than Godly activity. This lack of focus and disobedience led to
the sinful nature of mankind. In accounting fraud, the fraudster had a self-centered focus rather
than a Godly focus. The Bible clearly states that a person should not defraud. Fraud is a sin and
not acceptable in the eye of God. “You shall not have in your bag differing weights, a large and
a small. You shall have a full and just weight; you shall a full and just measure, that your days
may be prolonged...” Deuteronomy 25: 13 -16 ESV. “A false balance is an abomination to the
Lord, but a just weight is His delight” Proverbs 11:1 ESV. “Differing weights and differing
measures, both of them are abominable to the Lord” Proverbs 20:10 ESV. “Is there yet a man in
the wicked house, along with treasures of wickedness and a short measure that is cursed? Can I
justify wicked scales and a bag of deceptive weights?” Micah 6: 10-11 ESV. Clearly the Bible
gives direct proof that fraud is not acceptable. Altering financial reports would not be
acceptable, all measurements must be accurate.

The Bible is also clear that it is not acceptable to steal. “You are cursed with a curse, for
you are robbing Me, the whole nation of you. Bring the whole tithe into the storehouse, so that
there may be food in My house...” Malachi 3:9-10 ESV. “You are not to steal or lie or deal
falsely with your neighbor” Leviticus 19:11 ESV. "You are not to oppress your neighbor or rob
him. "The wages of a hired laborer are not to remain in your possession until morning””’
Leviticus 19:13 ESV. “Instead, you yourselves practice doing wrong and cheating others, and

brothers at that”! I Corinthians 6:8 ESV. “You are not to steal” Exodus 20:15 ESV. “You are
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not to steal” Deuteronomy 5:19 ESV. “He who withholds grain, the people will curse him, but
blessing will be on the head of him who sells it” Proverbs 11:26 ESV. “The thief must no longer
steal but must work hard and do what is good with his own hands, so that he might earn
something to give to the needy” Ephesians 4:28 ESV.

You are not to act unjustly in deciding a case or when measuring weight and quantity.

You are to maintain just balances and reliable standards for weights, dry volumes, and

liquid volumes. I am the LORD your God, who brought you out of the land of Egypt.

Leviticus 19:35-36 ESV

When a person lies and steals from others, they sin against God. The Bible clearly says
that humans should not steal, lie, or deceive one another. When a person intentionally commits
fraud, that person sinned and stakeholders should know how to identify fraud to protect the
investors and organization from harm.

Borba and Wuerges (2014) described that accounting fraud has three variables: pressure,
opportunity, and rationalization, which are known as the fraud triangle. The manager feels a
pressure to perform with high revenues/sales. The manager has the opportunity to surpass
internal controls and change data to make the financial statements look better than they actually
are. The manager has an internal rationalization that they are committing fraud for the success of
the company and avoid layoffs. The manager attempts to control the situation for personal gain
rather than following God’s will and showing accurate accounting of the financial reports. God
expects humans to be honest. “Give to everyone what you owe them: If you owe taxes, pay
taxes; if revenue, then revenue; if respect, then respect; if honor, then honor” Romans 13:7 NIV.
“For the love of money is a root of all kinds of evils. It is through this craving that some have

wandered away from the faith and pierced themselves with many pangs” Timothy 6:10 ESV.
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“They take bribes among you to shed blood. You've taken usury and exacted interest. You've
gained control over your neighbor through extortion. And you've forgotten me," declares the
Lord GOD” Ezekiel 22:12 ESV. “So, whoever knows the right thing to do and fails to do it, for
him it is sin” James 4:17 ESV. Humans are instructed to do the right thing and honestly conduct
business and accounting should reflect correct liabilities on financial reports. Humans should
learn to follow God’s will. Humans should follow God’s will in their future decisions rather
than disobeying God.

When someone commits fraud, they hinder the progress of something else. If they fraud
investors, the investors could lose money they invested and those investors could invest in some
other organization that could give them a return on investment. If they fraud the organization for
personal gain, the organization suffers and the organization might not be able to continue their
mission of helping others. If they commit fraud in general, the organization’s image is hurt and
the organization might lose future donors and not fulfill their mission. The Bible is very clear
not to lie. “If a man vows a vow to the Lord, or swears an oath to bind himself by a pledge, he
shall not break his word. He shall do according to all that proceeds out of his mouth” Numbers
30:2 ESV. “You know the commandments: ‘Never murder." ‘Never commit adultery." ‘Never
steal.! ‘Never give false testimony.' ‘Never cheat.' ‘Honor your father and mother.”” Mark 10:19
ESV.

Van Duzer (2010) unraveled that humans should learn to work together to help
communities flourish and grow. The organizations should provide creative and meaningful work
that brings value to the community. God had a purpose for humans from the beginning and
doing God’s business was to glorify God. Van Duzer (2010) said “Already we have seen that

this work is to be meaningful, engage our creativity, reflect our diversity, and grow out of and
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give back to the community” (p. 38). If the organization has fraud allegations, the organization
will suffer and could end up not giving back to the community. As Van Duzer (2010)
rationalized, work should focus on advancing God’s kingdom. Humans should do good work
bringing glory to God, “For we are his workmanship, created in Christ Jesus for good works,
which God prepared beforehand, that we should walk in them” Ephesians 2:10 ESV. God wants
humans to work and do good. Committing fraud can directly hinder God’s will to do good work
since the mission of most NFPOs is to help others with charity work. Fraud hinders the mission.
“The integrity of the upright guides them, but the unfaithful are destroyed by their duplicity”
Proverbs 11:3 NIV.

Van Duzer (2010) revealed it is difficult for Christians in the business world. The
majority of the world does not have ethical standards as Christians. Enderle (2015) reported that
different parts of the world perceive ethics differently and Christian may not share the same
standards as non-Christians. Ethics laws help regulate some of the wrongs in the world;
however, many countries still have unethical practices that go against Christian law. There is a
struggle in the Bible about sinful nature: “For I know that good itself does not dwell in me, that
is, in my sinful nature. For I have the desire to do what is good, but I cannot carry it out. For |
do not do the good I want to do, but the evil I do not want to do — this I keep on doing” Romans
7:18,19 NIV. Krogerus and Tschippeler (2012) continued to explain that people will do things
even though they know it is immoral and wrong, even though they know the decision will lead to
bad consequence based on the decision. The term cognitive dissonance describes a state of mind
where actions are not consistent with beliefs/thoughts. This model explained that people will
justify their wrong actions rather than ask for forgiveness (self-justification). The person will do

this to feel as if they have a clear conscious of doing what they know is wrong (free from self-
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doubt). The person will ignore the view (the correct view) which is the opposite of their
behavior. When a person commits fraud, they rationalize the act, as the fraud triangle explains.

In the past, humans fell into sinful natures and did not work together as a whole and evil
(unethical) events happened throughout the Bible.

As surely as I live, declares the Sovereign LORD, because my flock lacks a shepherd and

so has been plundered and has become food for all the wild animals, and because my

shepherds did not search for my flock but cared for themselves rather than for my flock,

therefore, you shepherds, hear the word of the LORD: This is what the Sovereign LORD

says: | am against the shepherds and will hold them accountable for my flock. Ezekiel

34:8-10 NIV

The shepherds were eating the food and not taking care of God’s people. God took
charge of this unethical behavior and held the shepherds accountable for their actions. When
someone commits fraud, they are cheating and not being truthful about financial reports or
accounting. God holds humans accountable for fraud behavior.
Relationship to Field of Study

In the field of accounting, auditors have continually discovered fraud. Andon et al.
(2015) analyzed that fraud occurred in accounting, management, finance, and various areas of
organizations and that although, fraud had gained attention of practitioners, fraud still continued
to be an issue in the field (ACFE, 2014). Accounting professionals know the fraud triangle
components of a perceived opportunity, desire/motivation, and justification/rationalization to
commit fraud; perpetrators still committed fraud (Gupta & Gupta, 2015; Mui & Mailley, 2015).
The American Institute of Certified Accountants (AICPA) set AU §316.06 under ‘description

and characteristics of fraud’ explained the accounting audit practice of SAS No. 99 is the
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generally accepted accounting standards as fraud usually occurs when the opportunity,
rationalization, and attitude/character to commit fraud, which gave the framework for the Fraud
Triangle to accounting professionals to investigate fraud through auditing (AICPA, 2007, p.
1729).
A Review of the Professional and Academic Literature

The intentional act of distorting financial transactions is fraud (Copcinschi, Laceanu,
Luschi, & Munteanu, 2016). Hollow (2014) rationalized that individuals that committed fraud
had a motive to commit fraud. An individual may feel pressure to meet deadlines and commit
fraud to make the numbers look better than they are. An individual may have a personal reason
to steal like living beyond his or her means and stealing money to pay his or her personal bills.
Fraud leads to loss of a company’s money, tarnish organizational reputation, and stakeholders
suffer (e.g., recipients of the services could have delays in needed services and workers may lose
their jobs because of the fraud; Hollow, 2014; Bradley, 2015). In the early 2000s, organizational
fraud such as the fraud committed by Tyco leaders brought more awareness of fraud in the field
of accounting due to the extent that the leaders used company funds to purchase luxurious
personal items with the company money (Alex & Carrigan, 2015). Coman, Coman, and Horga
(2014) explained that fraud jeopardizes the reputation of the organization. Fraud can affect the
operations and existence of the organization. The clients, partners, and all stakeholders feel a
sense of loss of confidence. Fraud is a consequence of altering data or documents or
mishandling documents, often forging to misrepresent a truth. If the correct conditions are in
place, for profit and NFPOs may have issues of fraud.

Giovino (2014) described that NFPOs were more vulnerable because they were more

trusting and individuals targeted NFPOs because they believe they can get away with fraud.
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Nikolova (2014) disclosed the NFPOs often are funded by tax payers through governmentally
funded programs to serve a need of the community. If the organization is funded mainly through
taxpayer’s money, the taxpayer’s money is swindled and this affects everyone. The reason
NFPOs exists is to serve the public and provide a need. The service is to help the community
grow and give resources to help society be successful and flourish. Nikolova (2014) also
expounded that it is important to identify fraud detection techniques to prevent fraud, especially
in NFPOs. Internal stakeholders should understand the fraud detection techniques to be able to
identify fraud and prevent fraud from occurring in NFPOs. This literature review was divided
into eight sections: fraud triangle theory, behavior culturally influenced fraud theory, fraud
detection and prevention techniques, occupational and non-occupational fraud, stakeholder’s role
in fraud detection and prevention, fraud issues in practice, NFPO’s issues with detecting and
preventing fraud, and fraud hinders the NFPO’s mission.
Fraud Triangle Theory

The fraud triangle was discovered when Cressey interviewed prison inmates on the
violation of financial trust who were convicted of embezzlement (Cressey, 1953). Cressey
(1953) discovered collective motives that the violators had perceived opportunity,
rationalization, and perceived pressure (non-shareable problem). The individuals that committed
fraud had positions of financial trust where they had the opportunity to commit fraud. The
individuals had adjusted their internal conceptions of users of the property as they wanted a
rationalization of the fraud. Some that committed fraud believed they were honest and the act
did not compromise their ethics. Cressey and other contributors coined the phrase: ‘Fraud
Triangle’ to describe the findings in Cressey’s interviews in 1953 (Cressey & Sutherland, 1970).

Dellaportas (2013) interviewed offenders and found the inmates had financial and non-financial
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pressures to commit fraud. The financial pressure was due to failing investments and one
offender committed fraud to help his brother who was struggling financially. The other
offenders were struggling with pressures of performance goals. The non-financial pressures
were disgruntled employees, perceived victimization, and the remaining reason was due to
gambling issues. The offenders that were gambling believed they would win the money back
and were not too worried about consequences when it was happening. Dellaportas (2013)
continued to report that the offenders also explained they had the opportunity such as learning
the systems and processes to manipulate controls to avoid detection. The organizations had
weaknesses in their internal controls. The audit procedures were not adequately administered.
The offenders rationalized their behaviors and did not believe they had criminal intent. They
claimed they made poor decisions. They had denial of responsibility, injury, and victimization.
They believed they were corrupt due to circumstances. The fraud triangle was further affirmed
by this study. Parsons, Pryor, and Roberts (2017) observed that NFP organizational leaders feel
pressured to report efficiency ratios and pressured to make sure the numbers show good use of
their resources. This could result in the pressures to commit fraud explained in the fraud triangle
theory that cause individuals to fraudulently report the numbers for a favorable outcome. The
individual/manager would have had the sophistication (rationalization) to manipulate the ratios
and the individual/manager have had the opportunity through a dysfunctional accounting system
to inaccurately reporting of fundraising income and inflow of funds.

Other researchers studied the fraud triangle. Fraud theories of the fraud triangle and
behavior helped to explain the underlying reasoning for individuals to commit fraud in
organizations such as NFPOs. Andon et al. (2015) described that individuals engaged in

fraudulent behavior because of a relentless financial pressure or hardship. Hollow (2014) also
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statistically analyzed the factors associated with the fraud triangle and found that over twenty
percent of fraud occurrence happened because of pressures. The individuals had various types of
pressure: non-financial personal pressures, financial personal pressures, work-related pressures,
and external financial pressures. The majority of fraud occurrences were because of financial
pressures. The different hierarchy of employees showed differences; however, all showed
pressures as a main reason to commit fraud. According to Hollow’s (2014) study, the lower
level employees had lower pay and committed fraud to pay off debts or support a habit/vice. The
mid-level management was motivated for financial gain. Senior level management was
financially motivated to commit fraud for extravagant spending or on vices/gambling. Andon et
al. (2015) continued to explain that an individual legitimized the behavior to meet his or her
financial goals. The individual had circumstances that influenced his or her behavior. There
were opportunity seekers who sought positions that they took advantage of the organization for
their personal gain or theft. Individuals with criminal histories were likely to engage in more
criminal acts when given the opportunity. In Andon et al.’s (2015) study, the researchers
disclosed that the State of Accounting Standards (SAS) No. 99 explained general concepts such
as an individual’s attitude gave insights to fraud risks. Based on Andon et al.’s (2015) study,
descriptive statistics showed that on average fraud went undetected for an average of thirty-two
months. Smaller organizations had more cases of fraud; close to 75 percent of 192 accounting
fraud cases studied in Australia were fraud cases in small organizations. The smaller
organizations had fewer resources for controls and less separation of duties. All of which led to
the fraud occurrences and reaffirmation of the fraud triangle. Sandhu (2016) unfolded that
interviewed fraud offenders discussed many aspects of their fraudulent behavior. The offenders

had strong ambitions and drive to be successful and rich. The offenders held grudges with



24

successful individuals. According to this study, the offenders also were not extroverts and did
not go to social events or parties. The offenders were dissatisfied with their jobs and believed
that they were underpaid and deserved a promotion. The offenders justified their behavior and
they had family or financial problems and had a pressure to commit fraud. The fraud triangle
was affirmed with this study. The offenders had the opportunity, the rationalization that they
were justified, and motivation because of financial needs. Cox, Kim, and Roden (2016) analyzed
103 firms to study the fraud triangle concept. They discovered fraud was more likely to happen
when the chief executive officer was also the chairperson, influx of insiders on the board, lack of
diversity, and long tenure. The stock options increased the occurrences of fraud as an incentive
to get a higher return on investing. When the chief executive director was also the chairperson,
this gave that person the opportunity to influence the board to lower the internal controls to
where they could commit fraud. When the internal chief executive director has this power, the
oversight of the board was compromised. Cox et al. (2016) continued to explain that the board
should be independent of all internal workers. This compromised oversight was compounded
when the chief executive officer had a number of years of tenure. The board was more likely to
trust the individual who has been there for an extended period of time. The pressure to commit
fraud was compounded when stock option compensations was offered, they wanted a positive
return on investment. The rationalization was increased when there was a lack of independence,
the fraudster was confident that he or she was not going to be caught. Steinmeier (2016)
determined when a manager felt pressured to show sustainability to continue a program, that
manager was more prone to commit fraud if the right circumstances were in place (the fraud
triangle). The sustainability management has a lot of pressure to manipulate the data to meet the

organizational goals. If there is a lack of proper control environment, the sustainability manager
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will have the opportunity to commit fraud. The manager will rationalize that committing fraud
will not only meet required goals, but also will help the organization show profitability. The
fraud was driven by performance. The managers had a pressure to have a reputation to succeed
in sustaining the programs. The managers wanted to secure their jobs and advance their careers.
In some cases, the manager will have had bonuses based off their performance. This increased
their incentive and pressure to commit fraud. In these situations, there were opportunities to
commit fraud. The reporting systems were not reliable and could be modified. The oversight
stakeholders lacked expertise to verify accuracy.

Carver, Gistinger, and Klein (2015) reported that NFPOs used the knowledge of the fraud
triangle to deter and prevent fraud. When the NFP organizational leaders were aware of the
fraud triangle, they developed procedures to prevent and deter fraud. The leaders made sure that
cash collections were reconciled against the number of items/programs sold (such as a
fundraising event). The leaders must review and challenge discrepancies. The second part to the
fraud triangle was motivation. The leaders must make sure the workers do not have any motives
for stealing (e.g., if the worker was convicted of a drug felony, that worker should not handle
money). The third part of the fraud triangle was rationalization. The workers must never feel
like they could take money and then return it later. This should be means for dismissal. Workers
could never feel entitled to take items because they could not afford it, the leaders should pay the
workers what they are worth or find workers who are not in financial need to where they would
not steal. The idea was to understand what would cause the situation of a fraud triangle and
eliminate or reduce the likelihood of that situation in the organization. Also, Houdek (2017)
elucidated the fraud triangle was a tool to help decrease dishonest behavior. If organizations had

poor organization of the groups or fail to set standards of behavior or failed to enforce the
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standards, there would be opportunity to commit fraud. The second part of the fraud triangle of
motivation should have been reduced. If employees are motivated by property, status, or
advantages, the assets should be attainable (pay employees what they are worth). If managers
were pressured to reach high performance or high financial indicators, they are more likely to do
unethical means attain the goals. The managers should not be paid or given a pay raise based on
goals too hard to obtain. The key was to reduce the motivations. The third part of the fraud
triangle of rationalization was where someone feels as if they are moral even if they commit
immoral behavior. They recommended rewarding moral behaviors.
Behavior Culturally Influenced Fraud Theory

A few researchers expanded upon the fraud triangle to add other elements of fraud
behavior in addition to the fraud triangle. The other theories are linked behaviors and culture to
the fraud. Levi and Schuchter (2016) expanded upon the fraud triangle to include an inner voice
that becomes silent over time to where the individual does not have inhabitation to commit fraud.
The inner voice was influenced by the corporate culture of the organizations. The fraud triangle
was still prevalent in the fraudster’s situations. The opportunity was there to commit fraud,
pressures/incentives to commit fraud, and rationalizations that it was okay to commit fraud. The
extension of the fraud triangle was the capability to commit fraud. The fraudster has had the
know-how to commit fraud and other traits of a cognitive ability such as not having the fear of
being discovered and confidence/ego or even coercion to convince others to conceal crimes. The
fraudster will have had effective lying skills and be manipulative. The individual has had the
nerve to defraud and neutralize his or her moral sensibility and violate trust. The individual with
the behavioral tendencies to commit fraud would surpass the normal behavior of high ethics of

care possessed by those who did not commit fraud. Levi and Schuchter (2015) studied that fraud
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opportunity was the binding component of all fraud cases. The interviews with offenders
showed that the offenders perceived a pressure to commit the fraud and the offenders had an
inner voice phenomenon of no behavioral inhibition to commit fraud rather than just an internal
rationalization (as the Fraud Triangle explains) to commit fraud. The inner voice that inhibits the
fraudulent behavior becomes quieter over time and he or she commits fraud. The longer he or
she was not caught; the individual had less of a guilty conscious. The environment or
organizational culture influenced fraud. Mackevicius and Giriunas (2013) unraveled that the
fraud triangle ignored the fraudster’s capability and skills. The three elements of opportunity,
motive, and realization created the favorable condition for fraud to occur. The employee has had
an internal motive or pressure to commit fraud. The individual may not have had the inclination
to commit the fraud. The individual may have had pressure to meet organizational goals, pay for
his or her lifestyle, or external pressure. This could be expended to add greed and debt to go
against the system (anarchy), and dissatisfaction with their wages. Another term for opportunity
was possibility. The fraudster also had the capability to commit fraud (an internal behavioral
aspect) and possessed the skills to commit fraud. The organization opened the possibilities of
low internal control, complex transactions, poor job division, or lack of audit for the fraudster to
use their skills to commit fraud. Burns and Roberts (2013) observed that behaviors influence
attitudes and norms. If a person was pressured from social forces the individual would be
influenced to act upon the pressure. Free and Murphy (2016) touched upon the fraud triangle.
However, they expanded the concept and included that a climate influenced fraud. The
perpetrator had a rationalization that he or she acted in a socially motive manner rather than just
an internal rationalization. The fraud triangle aspect of rationalization was the third angle on

fraud triangle and rationalization comes after incentives/pressure and opportunity to commit
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fraud. If an individual rationalizes an action based off of cultural norms, the internal
rationalization was not the same as an ethically sensitive culture compared to a corrupt culture.
If the triangle was present in an organization, the fraud risk assessment was higher. Then,
certain people were driven to commit fraud to keep a good reputation. Certain people committed
fraud because the social atmosphere was in hostile work environments and the unethical
practices seemed normal. Behavioral reasoning behind fraud helped this researcher understand
the mind-set of fraudsters in NFPOs.

Domino, Wingreen, and Blanton (2015) explained the organization’s ethical climate
affected behavior and increased fraud risks. When narcissism behavior exists, the fraud risk
rose. The combination of low integrity and narcissism created an environment of high risk for
fraudulent behavior. In contrast, the higher integrity showed the more ethical climate in the
organization. Social cognitive theory is an organization’s ethical climate and organizational
attitudes. The idea was if an organization has a highly ethical climate the employees would be
more satisfied and there would be less incidences of accounting fraud. The behavior of
individuals was modified to a group-think type of ethical thought process when the organization
sets the tone for ethical practices. The organization retained quality management and morale
was higher. The opposite was also a called a social climate of corruption. If the social climate
was highly unethical, the behavior to commit fraud was higher. Eaton and Korach (2016)
analyzed that understanding behavioral aspects helped to prevent fraud. Specifically, the
behavioral aspects of personality characteristics, psychology, and sociology showed the aspects
involve in occupational fraud. The idea was to understand the motivation behind fraud to
prevent fraud from occurring. A criminal profile could be established to build a way to be aware

of the criminological and behavior aspects of the actions of the fraudster. The culture of the
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offender could also contribute to the unethical practices. Certain characteristics could be
identified from this study. One trait was gaining authority. The fraudster would use their power
for personal gain. Although not all leaders in authority commit fraud, some have had integrity
and did not participate in the unethical acts. If leaders are elected from the same family and over
time would build a culture or tradition which could be founded on unethical practices and over
time, the corruption would just compound. The offenders showed high levels of cultural
hedonism. In the United States, individuals have had a need to have accumulated wealth and
indulge in lavish lifestyles. The offender felt pressured to meet the cultural standards and
commit fraud to meet his or her cultural expectations. Eaton and Korach (2016) continued to
explain over 44 percent of offenders were living beyond their means when they committed fraud.
Another type of leadership that could be a sign of trouble was a charismatic leader. The
charismatic leader would display a huge dynamitic of energy and seem to be very confident. An
individual could have tendencies to be great and lead to success or have an underlying evil
tendency to coerce others to follow his or her unethical practices. The offenders displayed
similar characteristics with narcissism feeling entitled, not empathetic, need for admiration, and
illusions of grandeur. The offender would also display low self-control. The offenders were
motivated, pressured, had vulnerable targets, and lacked the inner capacity to prevent the fraud.
This research study examined fraud detection and prevention techniques in NFPOs in South
Carolina.

Lokanan (2015) expounded that the fraud triangle existed with additional variants. The
fraud triangle consisted of incentive/pressure to commit fraud, opportunity, and a rationalization
to commit fraud. In some studies such as Lokanan (2015), the fraud triangle was not the only

concept/theory that explains the thought process of fraud. Some fraudsters have better
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organizational skills and are more predatory rather than just certain circumstances as the fraud
triangle suggests (e.g., the person committing fruad intentionally commits fruad without
incentives or pressure). Previous studies explained the preceived pressure was a non-shareable
financial need. This description was scrutinized and was not the same for all individuals who
commit fraud. Not all fraud was financial fraud and it could be shareable. Sometimes collusive
behavior and superior orders would not explain the idea of non-shareable behavior rather it
would be a factor of circumstance. Some fraudsters would not have a rationalization to commit
fraud, they just did it. Sociologically, the individual may have had organizational circumstances
that affected their decisions to commit fraud. Social interactions could also influence fraudlent
behavior. Mihret (2014) found that national cultural aspects could increase fraud risks. In the
study of 66 countries, the author found cultural dimensions affected fraud occurrences and
corruption varied between cultures. Certain national cultures distinctively contributed to the
orientation of acceptable or unacceptable ethical practices in context to their area. The culture
context of fraud could help individuals understand fraud risks further. When the organization
was in a culturally corrupt location, the fraud was more internally rationalized in the individual
to where he or she believed that his or her fraudulent activity was justified. This also showed
that fraud schemes were more likely in social contexts where corruption was higher in the
culture. The individuals felt more of coercive power and this power influenced behaviors. Some
cultures were so strong that over a long period of time that the individuals did not deviate from
their norm, which could be a corrupt culture. The individuals in the grounded cultures were
more apt to give into pressures and incentives. Jeppesen and Leder (2016) analyzed that some
individuals had a precursor behavior of a corporate psychopath. The corporate psychopath was

very coercive and manipulate, usually promoting to the top of the organization. The psychopath
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would have a lack of guilt, consciousness, no remorse for harming others, and no empathy. The
person with psychopathic tendencies craved money, power, or status. The psychopath would not
take responsibility for his or her actions. The individual would make short-term decisions to
make things seem successful. These researchers found that the Big Four accounting firms
affirmed that the corporate psychopath did not take responsibility for his or her actions,
deceitfulness, and lack of conscience. Kim, Kim, and Kim (2017) reported when there was a
socially responsible oriented organization that culture was highly ethical, there were not a lot of
internal weaknesses with financial reporting. Conversely, if the organization did not have a
socially responsible orientation, the organization was more likely to have internal control
weaknesses and they were highly likely to have fraudulent financial statements. The employee
turnover rate was higher with highly unethical management. The fraudsters had the social
function of thought process to commit fraud. The social attitudes set the behaviors for the
organization. Boyle, DeZoort, and Hermanson (2015) studied 95 auditors from the Big 4 public
accounting firms and studied the fraud triangle and additional component of capability.
Sometimes an executive director would have narcissistic tendencies and a capability to commit
fraud in addition to pressure, incentive, and opportunity to commit fraud. The fraudster would
have the capability to hide stress, persuasive ability to convince people the accounting records
are correct, and the person was very skilled in accounting and audit. The managers were
pressured to be profitable, compete with other organizations, meet performance goals, and meet
customer demands (among other pressures to succeed). The managers had opportunities when
the organization had weak internal controls, weak board and weak committees, turnover of other
management, and other weakened organizational situations. The manager would feel he or she

needs to achieve forecast goals, argue with audit, and rationalizing wrongdoing. The other
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characteristic of fraud was capability which adds to the fraud triangle and was known as the
fraud diamond model and included individuals in the right position or function to commit fraud.
The individual had the confidence to avoid detection. The individual had the ability to coerce
others to commit or conceal the fraud. The individual would effectively lie and convince others
their reports were accurate. Behaviors of fraudsters were important to understand because the
characteristics helped understand the underlying reasons and helped with fraud detection
techniques to detect fraud in NFPOs

Spratt (2013) observed the occurrences of occupational fraud had elements of the fraud
triangle. According to this study, stakeholders were found to be the most effective way to
preventing fraud. The boards, partners, and internal stakeholders could help establish effective
internal controls that prevent fraud. The independent oversight committee (board) would make
sure the organization was using effective internal controls and identifying risks. The top
management needed to have high integrity and good ethical standards. The organizations should
have hired competent employees and had accurate accounting. The idea was to reduce
opportunities for fraud. The workers should have had segregated accounting functions. Revenue
functions should have been separated such as billing and accounts receivables. Disbursement
functions should have been segregated such as approving purchase orders and accounts payable.
Downsizing and growth would have increased opportunity risks. If they downsize, the workers
could have had less segregation of duties. If they grow, they needed to verify they had
competent employees to perform the duties. Spratt (2013) continued to explain if an employee
had to meet unrealistic performance goals or bonus targets, the employee would have had
incentives to commit fraud. If the employee had addictions or financial difficulties, the

employee was more prone to commit fraud. When the employees felt as if they were treated
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unfairly, they could rationalize the fraud was justified. Those unjust practices could have been a
lack of equal opportunity hiring practice, uncompetitive wages, or unjust treatment of employees
in general. The culture and atmosphere of the organizations led to ethical or unethical outcomes.
Borry (2017) explained that NFPOs were significantly influenced by culture and climate to bend
the rules. The social aspects of a culture influenced the organizational culture to follow the
norm. Culture was one factor that influenced a person bending the rules. Another factor
discussed in this research was that an individual’s behavior influences the bending of the rules
(Borry, 2017).
Fraud Detection and Prevention Techniques

Fraud detection and prevention techniques were used to detect or prevent fraud. Morales,
Gendron, and Guénin-Paracini (2014) revealed it was understood that organizations were
accountable for deterring the risk of fraud, or they would be negligent. Organizations that had
effective control structures were less likely to have occurrences of fraud. Verick (2013)
explained that fraud prevention was not easy for stakeholders to identify. Fraud caused NFPOs
to lose donors because of the tarnished image and hurt the organization’s competitive advantage.
The internal financial managers should have had procedures, guidelines, and templates to follow
so they could have had accurately kept the books and reported correctly to state and federal
agencies. Stakeholders should have been able to verify the financial managers were correctly
doing their job to detect or prevent fraud. The fraud detection and prevention techniques should
have been transparent so stakeholders could have a working knowledge of the techniques of
prevention or detection so the company could detect fraud more quickly or prevent fraud from

occurring.
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Ethics Training

First, ethics training is a type of fraud prevention that brings awareness to ethical issues
and explains what fraud is in organizations. Godkin and Valentine (2016) found that ethics
training was good fraud prevention and brought awareness to stakeholders. With a 181
individuals studied, the researchers studied ethics training and socially responsible business
practices and found the workers who had the training learned how to recognize unethical
behavior and improved their decision-making. Training helped each worker improve his or her
own reasoning. The workers learned organizational expectations, laws, and regulations. The
workers learned proper ethical social standards. Workers learned how to find resources and
build support systems to where the employees could gather ethical and legal advice. Employees
felt empowered to seek more information on ethics and discuss situations they question. The
workers would reach out to gain legal advice and question risks when they had a working
knowledge of fraud. The training empowered the workers to make ethical decisions. Also, the
training showed that after the training, workers had a more socially responsible outlook.
Statistically proven, the workers had a more positive work attitude and their job satisfaction was
higher. The workers wanted to continue to work a long-time for the organization. Turnover was
reduced. Continuing with training, Kelly, Graycar, and Wal’s (2015) qualitative study of 36
organizations in Australia observed that anti-corruption (ethics) training helped decrease fraud
risks. They found fewer incidences of corruption when the workers had training. However, the
training program was limited to codes of conduct and not specifically related to corruption.
Initially, the workers were trained when they went through induction. Also, some organizations
had online learning programs to help the workers understand the codes of conduct. The

executives had more workshops on ethics and values, which set the tone at the top to have ethical
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behavior and display ethical practices. They provided limited training on policies and
procedures with employees. One third of the 36 organizations studied did not provide any
educational training on ethics nor anti-corruption. Some of the organizations were less
concerned about integrity and more concerned about internal processes (basic work like
procedures/steps, not internal controls). Training brings awareness. This research analyzed if
NFPOs in South Carolina were using ethics training as a part of their fraud prevention and
detection techniques to prevent fraud.

Training also reaffirmed or helped set the tone for ethical practice. Gyoo Kang, Edum-
Fotwe, Price, and Thorpe’s (2014) qualitative study on construction engineers in connection with
PhDs specializing in ethics studies had customized ethics trainings and found those organizations
were more effective and efficient with the organizational objectives. The trainings helped the
participants with interpersonal relationships and built higher ethical traits. This study validated
the use of ethics training. Ethical training helped the organization reflect on ethical concepts to
bring a higher level of awareness. In a study in Nigeria of 91 researchers, Okonta and Rossouw
(2014) discovered that regular ethical training helped decrease misconduct in organizations. If
an organizational culture was allowing and condoning a particular misconduct, the rest of the
workers would believe that that conduct was okay. However, through training and educating
workers on moral and ethically acceptable business behaviors, the workers would be less likely
to engage in misconduct. Educating and training were important to understand the misbehaviors
and to explain ‘what is misconduct’ (some of the individuals did not know certain behaviors
were considered misconduct). Lowery, Duesing, and Beadles (2014) explained that spiritual
people were more ethically natured not to commit unethical acts. The employers provide

training in ethics to help change the perceptions to more acceptable behaviors in the
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organization. Hope (2016) reported that anti-corruption training helped strengthen knowledge,
values, codes of conduct, and skills. The goal of such training was positive for ethics and
integrity, which influenced behaviors. The training exposed and informed participants of bad or
illegal behaviors. The training helped improve ethical decision-making and reduced corruption.
Although this research was focused on curbing police corruption, the basic foundation was to
build a moral compass and reaffirm human sense of right and wrong behaviors. With ethics,
individuals could build good virtues of justice, truth, responsibility, and respect, all of which
were needed to prevent the corruption or negative behaviors. Lail, Macgregor, Marcum, and
Stuebs (2017) reported motives and maintaining the social status (the individual’s identity) was
the root cause of fraud. Their analysis showed that education of professionalism and virtues
would be vital to preventing fraud for accounting professionals. Hamilton and Slatten (2013)
explained that NFP organizational members benefited from understanding ethical issues through
training. The training taught the members how to make ethical judgments under pressure.
Fraud Risk Registers

A fraud risk register was another fraud prevention technique. The register could be
elaborate or simply a list of red flags that the committees put in place that was used as a check-
list of what to be aware of in preventing or detecting fraud. Brudney and Nezhina (2012)
reported that NFPOs also benefited from the Sarbanes-Oxley (SOX) Act of 2002 such as U.S.
Code amendments to Section 42 121(b) of Title 40 of the U.S. Code and U.S. Code Chapter 3,
Title 18. It was originally intended for for-profit organizations. However, the SOX act could
benefit NFPOs. The NFPOs would have better financial controls and aid in reducing the risk of
fraud. Some of the relevant SOX provisions were having a whistle-blowing protection policy,

independent board members, open access to financial and audit reports, basic financial training
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for board members and executive directors, and external audits. Brudney and Nezhina (2012)
continued to explain that donors liked to know the money they donate was utilized in a proper
way and not misappropriated. The review of internal controls safeguarded the money and
detered workers from committing fraud. When the board had more interest in the NFPOs
finances, it gave another layer of financial protection against fraud. West (2014) reported the
Chartered Institute of Public Finance and Accountancy launched a study of Global Fraud Risk
Register for the general public. There was a need to identify and react to fraud threats. New
forms of fraud happened and there was an ongoing need to establish fraud risk registers.
Thomopoulas (2013) elucidated it was important to have tools to identify fraud risks.
Employee’s awareness of the fraud risk was important to helping identifying fraud. The
employees had a stake in the organization and the employees have a vested interest to prevent
fraud. However, employees may also have had alternative interests (to commit fraud) in
working/volunteering for an organization. The organization should be aware of external
business interests of their employees to identify potential fraud risks. Organizations should have
codes of conduct that explain how gifts and sponsorships are given to employees. Carpenter et
al. (2014) studied 92 prisoners on risk behaviors. The prisoners had several similarities such as
numerous marriages, living in certain neighborhoods, academic aptitude, and personal assets to
liabilities mismatched, and had less than a five-year employment history. The employees’
environment affected the likelihood of committing fraud. Then, if the organization did not have
strong internal controls, the fraudster would have had more of an opportunity to commit fraud.
The prisoners rationalized their actions and a fraud risk register would have benefited the

organizations because of the perpetrator’s thought process.
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Red Flags

Efrim-Boritz and Timoshenko (2014) defined that red flags were checklists. The red
flags gave clues to potential fraudulent behavior. Holtzlatt, Needles, and Tschakert (2016)
reported that red flags were fraud warning signs that displayed higher risk when the correct
situations were in place. The risk was often unique to the organization and the organization
could identify the risk and monitor the situations. The staff would work together to identify the
risk using flowcharts, brainstorming, questionnaires, or data analysis. Certain red flags were
identifiable such as an individual under a lot of financial pressure (especially a male providing
for a family), increased authority in the organization, and roughly a year after tenure. Other red
flags existed such as kickbacks, increasing prices, decreasing quality, favoritism in vendors, or
complaints from customers. A lavish lifestyle would be a red flag. The misuse of assets was an
aspect such as buying furniture using the organizational funds and delivering the furniture to a
personal home rather than using the furniture at the business location. The individual would
have conflicts of interest such as hiring family and bribe workers to conceal wrong-doing. Other
red flags included: financial difficulties, living beyond one’s means, unwilling to share duties,
shrewd behavior, irritability, addictions, not taking vacations, gambling, increased smoking, and
finding scapegoats when things went wrong.

Mangala and Kumari’s (2015) paper examined fraud warning signs and red flags of
fraudulent behavior. Significant red flags were criminal backgrounds, aggressive attitudes,
unexpected profit targets, and high compensation for management. Other red flags were
working in adverse regulatory environments, high competition, and continuous change in the
industry. In the operation and finance, there were red flags of individuals creating complex

structure, third party transactions, close relations with suppliers and customers, and an
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individual’s troubled finances. In the internal processes, there were red flags of poor segregation
of duties, inadequate recordkeeping, poor job screening, inefficient supervision, poor physical
control, and weak internal controls. Kramer (2015) unfolded that understanding red flags helped
to prevent or detect fraud. The red flags were indicators of potential fraud or indicators of risky
individuals upon hiring. The internal weaknesses were present and those weaknesses made fraud
more of a risk. Some organizations looked at specific fraud red flags such as mailing letters
without fold marks in the same area (suggesting it was not mailed), numbers out of sequence, all
even dollar amounts, missing checks, voided checks, or unexplained increase in expenses. Other
red flags included cues that individuals were living outside of their means, such as buying
designer clothing, jewelry, new cars, or vacations. The person committing fraud had a change in
behavior and was more irritable. Association of Certified Fraud Examiners (ACFE, 2016),
showed the red flags were: living beyond means, financial difficulty, unusually close association
with vendor/customer, wheeler-dealer attitude, controlled issues (unwillingness to share duties),
divorce/family problems, irritability/suspiciousness (or defensiveness), addition problems,
complained about inadequate pay, no behavioral red flags, refusal to take vacations, excessive
pressure from within organization, past employment-related problems, social isolation, past legal
problems, excessive family/peer pressure for success, complained about lack of authority, and
instability in life circumstances (see figure 1). In 92 of the cases, the offenders exhibited at least
one of the red flags in the ACFE list. Understanding and being aware of these red flags helped to

detect or prevent fraud.
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Behavioral Red Flags Displayed Perpetrators

Living Beyond Means 45.8%
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Figure 1. Behavioral red flags; displayed perpetrators.

Brazel, Jones, Thayer, and Warne (2015) surveyed 194 participants to look at fraud
frequency and the number of fraud risk assessments to determine what red flags were successful
in detecting or preventing fraud. It was summarized that red flags reduced losses due to fraud.
Holtzlatt et al. (2016) also expounded that recognizing red flags helped reduce risks. Red flags
were warning signs that fraud could occur. The most common type of fraud occurs was
fraudulent financial statements. Other red flags included illegal acts, corruption, and other types
of fraud. The financial statement fraud occurred when the statements were misstated or parts of
the statement were omitted (not disclosed). A main reason that financial statement fraud

occurred was because of performance-based compensation and stock-based performance. The
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employee was paid on his or her performance. Sometimes, financial fraud occurs when the
manager was trying to avoid bankruptcy so he or she continued to have a job. There were a
number of ways to check for red flags. One way to check for red flags was to compare previous
year’s financial reports to current year’s financial reports. The stakeholders also looked at the
budget to compare current budget to actual budget and previous year’s budget to current budget.
The stakeholders looked at the assets and income to see if it was realistic. Holtzlatt et al. (2016)
continued to explain that account balances were analyzed to other similar organizations and
looked if the financial reports were consistent. The stakeholders monitored expense activities to
see if there were unusual balances or unexpected charges. A few notable red flags were auditor
changes, rapid turnover of key employees, complex business and software, declining sales and
profits, insufficient liquidity, loss of market share, and problems with regulatory agencies.
Employee theft was identified by missing work tools, furniture, or equipment. In addition, the
shipments were delivered to non-work related sites. The journal entries were altered or deleted
to conceal theft. Other red flags analyzed were expenses exceeding the budget, multiple receipts
for the same vendor, expenses with no details, or travel expenses not reviewed. Further,
Holtzlatt et al. (2016) explained that flags included lack of segregation of duties (internal
controls may be lacking), the payroll clerk could commit fraud such as creating fake employees,
overpaying employees, or not paying payroll taxes. There were large quantities of orders, a
favorite vendor, or complaints from clients. A person who has full intentions of committing
fraud would want to learn all about the organization’s internal controls. The individual would
have a lot of stress such as high mortgage or children with high tuition. The individual would
have increasing authority in the organization and not be prepared for the stress and pressure of

performance goals.
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Whistle-Blowing Policy

A fraud detection technique used was setting a no retaliation whistle-blowing policy.
Policies and procedures are a way that NFPO’s leaders can manage the internal controls to
prevent fraud and detect fraud. Young (2013) described that whistle-blowers were fearful that
they would face retaliation if they reported wrongdoing. The whistle-blowers also feared the
organization would suffer negative public relations if they reported the fraud. The internal
disclosure of fraud was an added policy where employees could anonymously report suspected
fraud. However, Young’s (2013) findings in the study of all federal agencies mandated to
complete a survey through the Office of Government Ethics showed the whistle-blowing policy
was inconclusive in the effectiveness of detecting fraud. Brink and Gao (2017) explained there
were different characteristics of whistle-blower’s intentions. The creditability of the individual
reporting suspected fraud was important to the validity of the claim of fraud (e.g., the individual
had a grudge against a co-worker and falsely report suspected fraud). Whistle-blowing is where
an individual reports illegal, immoral, illegitimate practices in an organization. The whistle-
blowing policy was created after accounting scandals in 2001 to help give employees a way to
report suspected fraud to detect the incidences of fraud quicker. Morales et al. (2014) reported
that one of the keys to fraud detection was to have an anonymous whistle-blower hotline
allowing employees or individuals to report suspected fraud so the allegation would be
investigated. Intervention of fraud was effective when using control techniques such as the
whistle-blower hotline to detect fraud. Redman and Caplan (2015) revealed that organizations
benefited from a whistle-blower policy because that helped to correct a wrong doing in the
organization. MacGregor and Stuebs (2013) clarified that whistle-blowing was a fraud detection

technique. However, stakeholders or witnesses may not recognize the fraudulent activity as such
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if they were not trained to understand the behavior as wrongdoing. The internal employees are
legally responsible for understanding illegal activity concepts and need to have a working
knowledge of accounting concepts. Employees need to be educated on the consequences of not
reporting suspected fraud and should use the whistle-blowing as a tool. Lee (2016) explained
organizations that had a whistle-blower policy and conflict of interest policy had strong due
diligence and were more aware of fraudulent behavior. The policies gave accountability to the
stakeholders. Policies showed good governance. This research study on NFPOs looked at
policies such as whistle-blowing to examine if this was effective in detecting fraud and if
organizations used this technique in South Carolina.

Rothschild (2013) explained that whistle blowing means to speak freely and this concept
has grown in business organizations to mean that an individual can speak freely for the defense
of the organization where he or she works. The whistle-blower stands up and reports suspected
fraud for the best interest of the public. The worker should go to his or her manager first unless
he or she feels the management is involved. Then, the worker would report the incident to either
a whistle- blowing hotline, contact the board president, or in some cases, contact the local police
or investigative office (depending on the unethical act). In some cases, a whistle-blower will
report fraud because of vengeance and no unethical act was committed. However, this was only
evident in a few cases in Rothschild’s (2013) study of 400 whistle-blowers from all regions of
the US. Most of the time the worker will have a high level of integrity and not falsely report
alleged unethical acts. Rothschild (2013) continued to explain that around two-thirds of the
whistle-blowers had adverse work retaliation because they reported the unethical act. The
retaliation included: losing their jobs, negative evaluations, criticized by coworkers, and

blacklisted from jobs in their field. Over 90 percent of the whistle-blowers reported they would
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still blow the whistle to reduce harm to society and ethically still do the right thing. Some
organizations created a grievance policy where the individual could contact representatives of the
organization. Other organizations had an external whistle-blowing hotline that an employee
could report alleged wrong-doing in confidence.
Code of Conduct/Ethics

Another fraud prevention technique under policies is to have a code of conduct or code of
ethics policy. Giorgini et al. (2015) revealed that codes of conduct are ethical and professional
guides for ethical behaviors. The code of conduct/ethics policy helps workers avoid unethical
occurrences, promotes a healthy public image, and sets the tone for higher ethical standards. The
individual also could refer to the guidelines when he or she has specific situations to help
understand what he or she should do. The individuals were more aware of harm and results of
unethical behavior as a result of having a code of conduct/ethics policy. Godkin and Valentine
(2016) explained that codes of conduct/ethics policy were guides with the organization’s duties,
overall principles, and expectations of ethical/appropriate behaviors. The code of ethics is a
formal document that gives guidance to core beliefs of the organization, norms, and
values/morals. Moraga et al. (2017) reported it is common for professionals to create a code of
ethics as an ethical guide to follow. In a discussion at GInSEng workshop, several software
engineers and professionals discussed that codes of conduct reflected ethical culture and
promoted self-regulation. However, the codes of conduct should not be used alone to gauge
misconduct and prevent fraud. Bromley and Orchard (2016) determined that formal codes of
conducts or codes of ethics in the policies were important for NFPOs to help prevent fraud and
codes of conducts are created as an ethical guide to follow to reduce misconduct. Internal

workers and volunteers should have had accountability for the activities inside the NFPOs in an
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interval study of 45 NFPOs. Codes of conduct policies also helped improve transparency
preventing unethical practices and the codes helped foster a cultural atmosphere of ethical
practices. Andrade, Hamza, and Duarte (2017) observed that codes of ethics/conduct provided
workers with a formal idea of the behaviors that were expected. The codes provided standards of
how the employees should act within the community. In large corporations in Brazil and
Portugal, the workers in a study were given codes to keep the organization’s reputation strong
and foster ethical practices. The codes of conduct/ethics policy often reflected the organization’s
mission and priority. Chiu, Huang, Lin, and Yen (2015) described that a code of ethics policy
helps guide/govern ethical behaviors. The ethical code helped show the public the organization
had due diligence to set high ethical standards to be managed ethically and to fulfill the mission
of the organization. Morales et al. (2014) reported that effective fraud detection happened when
organizations had ethically strong cultures of codes of conduct policies because they were aware
of fraud in general. The ethically enriched culture counteracted negative influences that led to
fraud such as pressure to commit fraud to meet goals. The individuals had higher integrity and
limited thought process to rationalize fraudulent behaviors. The senior management was
responsible for building a strong ethical culture and maintaining the ethical standards in the
codes of conduct. Lee (2016) unfolded that NFPOs that have clearly written procedures have
better controls. Perhaps NFPOs having clear procedures and policies will further show validity
of effectiveness in preventing and detecting fraud in NFPOs located in South Carolina.
Internal Controls and Risk Assessments

Internal control procedure/policy is another fraud detection and prevention technique as a
part of risk assessment. Kulikova and Satdarova (2016) determined that fraud detection

technique of internal controls was important to detect and prevent fraud. The internal control
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components included: controlling the environment, risk assessment, procedures, communication,
and monitoring. The accounting data should be reliable and accurate and presentable when
reviewed. Graycar and Lenz (2016) explained that internal control procedures are important to
detect fraud and organizations need to have internal audit or a committee on the board to oversee
the accounting. If a manager does not follow the internal procedures and does not allow
stakeholders to review the financials, then there is a high risk of fraudulent activity. Morales et
al. (2014) described that given the right set of circumstances, people in general were capable of
fraud. Accounting experts agreed the fraud triangle exists where the individual had the
opportunity, incentive/pressure, and rationalization to commit fraud; in addition, fraud occurred
when the organization had lost control of internal processes. The best way to prevent fraud was
to educate workers with the skills to detect the fraud and gain control of processes. Ferreiro
(2012) reported when the NFPO had a strong and accurate budget, it can monitor cash flow by
YTD budget analysis. Internal controls help prevent fraud. One of the internal controls that
helps prevent fraud is the segregation of duties. Internal control potentially helps prevent fraud
such as corruption (accepting bribes or conflicts of interest), fraudulent billing schemes (sending
money to a fake company that funnels into the personal account of the manager), skimming
(keeping a cash donation), or check tampering (writing a fraudulent check to self). Cali and
Marshall (2015) also found that internal controls helped prevent fraud. The organization sets up
an integrated framework of objectives, components, and principles to prevent fraud. In this case
study on SafeNet, Inc., not all stakeholders were aware of internal controls and how to manage
the controls to detect fraud.

Blaskovic and Sijepcevic (2014) also found fraud could be prevented with good internal

controls. Udeh’s (2012) study showed companies had inadequate internal controls were at a
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higher risk for fraud. This research also found organizations with no internal controls and
multiple fraud occurrences. Adetiloye, Olokoyo, and Taiwo (2016) reported that internal
controls such as separation of duties, monitoring, and analyzing profit were important in
preventing fraud. Some technology helped internal managers detect fraud. Internal controls
were only good if the staff followed the internal controls.

Lenghel (2013) explained that internal controls contributed to the prevention and
detection of fraud. Internal controls help find errors and inaccuracies in financial accounting
because this allows a dual set of eyes on the accounting and processes. Internal control is a
technique that internal stakeholders use to ensure accuracy and efficiency in the fulfillment of the
organization’s mission. The goal of internal controls is to reduce risks and bring awareness to
when there are deviations from the internal control policies and procedures. It is important to
have separation of duties so the same person who writes checks is not the same person who signs
the checks. Also, other separations of duties exist to double check the accounting functions. The
risks should be reduced in the controlled environment. Mutnuru (2016) studied 900 employees
in organizations with internal control systems and found strong internal control systems were
effective. The employees with defined internal controls felt they fully understood what their
work roles were and the employees were satisfied and invested in their work roles. The
employees were more focused on effectively and efficiently completing their objectives.
Maguire (2014) revealed when a NFPO clearly provided stakeholders proper policies and
procedures explaining the internal controls, the stakeholders were more effective in fulfilling the
organizational mission. Internal controls help support accountability and transparency in the
organization. Strong internal controls showed ethics of care and due diligence to donors to make

more informed decisions whether to donate money to the organization. Maguire (2014)
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continued to expound that a research conducted by advanced auditing class at Coastal Carolina in
South Carolina on NFPOs. The research showed that organizations with strong internal control
have less fraud and fulfill their mission more effectively. A good internal control framework
will include: control activities, risk assessment, information and communication, monitoring, and
environment. The executive director should set an ethical tone at the top to encourage ethical
practices in the organization. The organization leaders should also assess internal and external
risks. It is important to make sure all employees are following the duties assigned to safeguard
against fraud. This study examined NFPO’s use of internal controls review is an effective
technique to detect fraud in South Carolina.

Domanski (2016) explained that NFPOs used risk assessment to make changes to prevent
fraud. A committee of programmatic workers would review the programs and events to
brainstorm potential problems and action plans on how to prevent fraud and theft (i.e., fraud
detection plan). Some of the identified risks from the study were having adequate supervision,
volunteer assessments, defining expectations, inventorying assets, internal auditing, and
stakeholder communication. Domanski’s (2016) study of 235 Polish NFPOs found that half of
the organizations had worked on identifying fraud risks. Risk assessments were more successful
if a committee of leaders discussed the fraud risks in the organizations. The leaders ranked the
importance and likelihood of risk. Identifying fraud risks improves efficiency in the
organization. The NFPOs that were committed to risk management assessment and improving
processes were better at detecting the probability of fraud.

The fraud detection techniques can be combined to safeguard the organization from
fraud. Minogue (2013) unraveled that NFPOs should create a code of conduct, have good

internal controls, risk assessment such as employee screening, whistleblower policies, audit
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procedures, and creating a tone at the top with additional ethics education. The code of conduct
needs to be communicated to everyone in the organization. The organization should make sure
that codes of conduct are monitored for compliance and that all are committed to follow the
conduct. Internal control should have clear and effective segregation of duties (e.g., the same
person making the deposit should not be soliciting the funds).
Occupational and Non-Occupational Fraud

There are different types of fraud. This literature review is going to touch upon
occupational and non-occupational fraud. ACFE (2014) determined that occupational fraud is
internal fraud. It is the misuse of the organization’s assets or resources. The employee commits
fraud against his or her employer. Non-occupational fraud is external fraud. To expand upon
Giovino’s (2014) study mentioned previously, NFPOs are particularly vulnerable to occupational
fraud. The average median loss from occupational fraud is $140,000. Occupational fraud occurs
when an employee feels like he or she is compensated enough. Another reason for occupational
fraud to occur is when the employee has an addiction problem and steals money to pay for the
addiction problem. The employees who struggle paying bills may steal money to pay bills with
the organization’s money and they justify their actions by believing they will repay it later. The
employees who are most likely to commit fraud will have bank signing rights on the accounts or
company credit cards where theft is easily accessible. The easiest time to commit fraud is
around a holiday or fundraising events where there is extra money flowing into the organization.
Other organizational fraud is embezzlement. Minogue (2013) reported NFPOs were vulnerable
to embezzlement schemes such as paying personal expenses with charity funds or creating
fraudulent invoices with fake vendors. The fraudster will skim money or create fake tax

deductions on his or her tax returns (e.g., sending a donation and then requesting a refund of that
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donation). Fraudsters have been known to also write counterfeit checks to their own account or
use a donor’s credit card for personal purchases. Some fraudsters accept bribes from vendors to
get kickbacks or expect special treatment from vendors, all for personal use. Goldstein (2015)
unraveled a case study to explain occupational fraud. The human resource manager and
accounting manager can falsify wages and benefits, commit larceny, and make personal
purchases with company money (fraudulent billing). The smaller organizations have less
internal controls which make it easier to commit fraud. In the case study, Goldstein (2015)
explained that the stakeholders trusted the management to do the day-to-day operations honestly.
Three types of occupational fraud are discussed: corruption, asset misappropriation, and
fraudulent financial statements. The employees were not screened properly. When hiring an
accounting manager, the search committee should also check his or her credit, education,
employment, residence, driving record, and other licenses on the candidate. The
stakeholders/search committee should have due diligence to fully research a candidate for
accounting. Goldstein (2015) continued to explain the organization had no good internal control
procedure for checking payroll taxes. The accountant that committed fraud had no second signer
on the checking account and the bank statements and canceled checks were not reviewed. The
organization was audited by a local auditing firm; however, the auditors did not discover the
discrepancies. The manager who committed fraud was knowledgeable on all accounting
reporting and audit and that manager was able to manipulate the books to conceal the fraud.
Occupational fraud can be reduced by surveillance, recording, and monitoring accounting with
checks and balances. Rendon and Rendon (2016) found that procurement fraud is where an
individual alters contracts to his or her own special interests or to an organization that benefits

his or her own interest. The study found the United States government had to be careful to have
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proper internal controls to prevent procurement fraud. The Department of Defense (DoD)
awarded over $285 billion in 2014 for supplies and services. The DoD had to hire contract
management because of the fraud, waste, and abuse/mismanagement. Sometimes the leaders fall
to bribes and kickbacks. The main procurement fraud was in contracting processes and internal
controls of processes to comply with regulations. The incidences ranged from abuse of power to
travel reimbursement violations. The contracts are specified and certain deliveries are expected
from the procurement/purchases. In one finding, an air base manager wrote a proposal for
funding and received the grant. The problem was the air base was his own company and he took
the money for personal gain. He was charged and pled guilty of a misdemeanor violation. He
served time and was fined.

Non-occupational fraud is where a customer or vendor would cheat the company. An
example of non-occupational fraud is insurance fraud. Chang, Ishida, and Taylor (2016) found
that insurance fraud can include property or casualty insurance claims according to Coalition
against Insurance Fraud report in 2012 in the United States and property and casualty insurance
claims cost $80 billion per year. The insurance industry claims that over ten percent of claims
are fraudulent. NFPOs can have fraudulent insurance claims with the general liability insurance.
Aleem, Brooks, and Button (2016) revealed there are different types of fraud. Insurance fraud is
one fraud where individuals turn in insurance claims on fraudulent automobile accidents to
collect cash. Individuals exaggerated claims or claimed personal injury to collect money.
Sometimes these individuals will cause accidents to collect claims. Sometimes a fake accident is
created to collect on claims. The individual that creates the claim will collect on damage to his
or her vehicle, injuries such as whiplash, loss of earnings/work, rental cars, fees for storing the

vehicle, fees for doctors, and other fees that he or she can create. The profile for these fraudsters
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was typically a part of organized crime. The individual was supplementing his or her other
criminal activities. NFPOs may have employees who claim fraudulent insurance claims on
accidents. However, the deceitfulness of committing insurance fraud should raise fraud alerts
when hiring individuals.

The explanation of the fraud triangle was theorized to show the individuals had thought
out the fraud (had a pressure, opportunity, and rationalized it). For this study, the concentration
was on occupational fraud (internal fraud) in NFPOs where individuals were involved in fraud.
However, some non-occupational fraud may be evident if collusion of internal management and
external vendors are working together to commit fraud in NFPOs in South Carolina.
Stakeholder’s Role in Fraud Detection and Prevention

Fraud has been an issue in practice. Bradley (2015) reported that NFPOs needed
employees to take an active role in preventing and detecting fraud. The workers shape the
behavior of the culture in the organization. If the workers take responsibility to look for fraud
risks and have an aptitude for ethical behavior, they will foster an organization for deterring
fraud and wrongdoings. Employees may be able to provide insight into making procedures more
efficient. The employees can give insight to design, implement, and foster anti-fraud procedures
and strategies. The employees are empowered to prevent fraud and keep their peers from
wrongdoings. Bradley (2015) determined the severity of some of the fraud instances: $5 million
stolen from Association of American Medical Colleges, $400 million stolen from a Venture
nonprofit, and over $500,000 from a charity in Ohio. The organization’s stakeholders were
responsible for their own watch guarding against fraud. A fraud prevention program was
necessary for the organizations to safeguard their assets. Brudney and Nezhina (2012) conducted

a quantitative study and a qualitative study. The quantitative study was conducted by a survey of
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top executives. The survey was not what they were looking for so they conducted a stratified
random sample of 2,000 public charities from the National Center for Charitable Statistics
(NCCS) at the Urban Institute. They looked at the 990 or 990ez tax forms of 501(c)(3) NFPOs.
The researcher wanted a qualitative study also to review the attitudes, perceptions, and behaviors
of decision-makers in NFP. They selected six nonprofit organizations (varying in size).
Brudney and Nezhina’s (2012) research showed NFPOs had different views of the financial
safeguards against fraud. Some organizations wanted more risk provisions and some did not
understand the risk provisions. Over 50 percent of the NFPOs did not adopt any provision of
fraud prevention and 30 percent only adopted a small amount of prevention. The researchers
recommended more attention to NFP communities to adopt fraud detection techniques.
Bernstein, Hamilton, and Slatten (2015) reported stakeholders should protect the reputation of
NFPOs because the stakeholders are stewards of donor’s contributions and fulfill the mission of
the organization. Often, there are scandals and unethical practices to where the wishes of the
donor are not realized.
Fraud Issues in Practice

Some organizations try to conceal the fraud or commit fraud to cover up. Baca (2013)
determined that over 60 percent of NFPs in Ventura, California did not report fundraising
expenses. There was a lack of understanding of the reporting of fundraising expenses and the
processes of accounting for the funds. The NFPOs relied on the internal stakeholders to insure
public trust and accountability to fulfill the mission. Thirteen percent of NFPs had revoked
status because of their failure to report taxes. The organizational leaders did not understand
accounting and could not detect fraud or had misstatements on tax reports. Salceanu (2014)

revealed that fraud occurs in several ways. In reference to NFPs, the management will alter the
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depreciation period, alter assets (overstating) or liabilities (understating), or creating factious
other income categories (overstating income). Managers will reduce losses or place erroneous
amounts on assets valuations. They will postpone losses. Managers will change insurance
values and forge prepaid insurance amounts to show a stronger balance sheet. Caneghem,
Reheul, and Verbreggen (2012) studied NFPOs in Belgium and found that NFPOs lagged in
reporting or disclosing bad news in their financial reports. In this study in Belgium, around one
fifth of the NFPOs sampled did not file financial statements within the time span legally allotted.
Capelleveen, Hillegersberg, Mueller, Poel, and Thornton (2016) determined that around $700
billion results from fraud in the US healthcare system. Some health-care systems are NFPOs and
not only commit fraud, but also do not pay taxes on their revenues because they are NFPOs.
These types of fraud have collusion in which a group of individuals work together to cheat the
government and individuals. Arshad, Asyiquin, Bakar, and Razali (2015) disclosed that abuse
and fraud cases are on the rise especially in NFPOs. The fraudsters use NFPOs to embezzle or
misuse charitable funds for personal benefit.
Fraud Affects Future Donations and Tarnishes the Image

Totty (2013) reported that fraud hurts an organization even though the organization itself
was not necessarily responsible for the theft. The image of the organization is tarnished with
scandals regardless of intent. The organization hurts financially due to the fraud or perceived
fraud. The organization would have to pay for any damages the employee caused such as
refunding money and even legal fees for arbitration if sued. The employer has to train a new
employee and employees for damage control and retraining. Online transactions at credit unions
have fraud control policies that require encrypted data on specific devices to deter fraudulent

transactions on public devices. Rochat (2016) explained that NFPOs compete with other
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NFPOs. If one NFP has fraudulent activities detected, the donors will go to another NFPO to
donate money. If the NFPO does not receive money from donors, they cannot fulfill their
mission in many cases. The NFPO would not be able to feed hungry children, workers go
without pay and their families suffer, and society suffers. Roughly one third of NFPOs would
not survive funding after four months. Another third of all NFPOs could not survive funding for
one to three months and five percent would not last one month without funding.

In summary, the literature showed that fraud detection and prevention was important for
further study in NFP and for-profit organizations. In addition, fraud detection techniques will be
explored for prevention of fraud. These techniques will help NFP stakeholders understand how
to detect fraud, what techniques work, and which ones need to be applied to their organization.
The hope is to prevent fraud by awareness. This researcher wants to discover that techniques are
more effective in detecting fraud and decrease fraud. Ghosh (2015) reported the business world
is plagued with scandals and unethical practices, corruption, and decline of moral values.
Individuals should be socially responsible and care for the future generations. The stakeholders
should be actively interested in their charitable cause and verify that the causes are doing the
service that they say they are doing. The stakeholders should understand legal and professional
standards and if the organization is being responsible with the funds. The study of NFPO’s
climate and leadership has been under researched. Sabine (2016) revealed that fraud is on the
rise. Everyone is responsible to deter and prevent fraud.

NFPOs Issues with Detecting Fraud

NFPOs have an issue detecting fraud. Bierstaker, Brody, and Pacini’s (2006) study

related to fraud detection and prevention. Fifty-two of the 96 accountants surveyed expected

fraud to increase. They tested to see what fraud detection techniques were used most frequently.
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The most frequently used fraud detection techniques were fraud procedures, internal control
reviews, and improvements (assessments). The smaller organizations could not afford some of
the techniques such as forensic accounts or data mining. However, a cost benefit analysis was
not conducted to look at the cost versus benefit of utilizing certain fraud detection techniques.
Mohd-Sanusi et al. (2015) stated there was a gap in stakeholders understanding of external fraud.
NFPs studies did not know how to look for fraud red flags and how to do risk assessment on
external vendors/fundraisers. The data had conflicting fraud prevention outcomes for the
techniques.

Copcinschi et al. (2016) reported that management in organizations was responsible to
ensure and guarantee true depiction of the financial reports (assets, liabilities, and equity). The
management was responsible for proper regulations, legal provisions, and mismatches in
accounting transaction were prevented and detected. Fraud occurred when the internal controls
had inefficiencies. The management and internal stakeholders needed to understand when they
saw misappropriations of assets, recording fraudulent activities, illegal operations, and
misstatements of financial statements. Workers needed to know when values or information was
misleading, acts of deceit, misapplication of accounting principles, and intentional
misinterpretation of events or transactions. Workers need to know when assets were stolen,
documents were manipulated, or removal of transactions. Organizational fraud includes the
abuses of expense accounts, payroll fraud, fraudulent financial reporting, or theft. Madhavaram
et al. (2015) found that NFPOs fill all kinds of services for the community: police, hospitals,
education, churches, and other supportive organizations such as human health services. The
government funds many of these organizations and individuals donate money to fulfill the

missions. The mission provides value to the society in which they serve. The organizations
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assume stewardship of the money and the missions. The NFPOs are competitive for donations,
grants, and contracts to keep an adequate operational cash flow. When a NFPO suffers from
fraud, the fraud affects the donor relations, hinders the mission and hurts the communities they
serve, and the tax payer’s money would have been swindled. Felix, Gaynor, Pevzner, and
Williams (2017) determined that NFPOs managers have a higher level of trust with funds and
accounting. When an opportunistic manager finds a way to work for a NFPO, he or she can
build up a level of societal trust to where it is easy for the manager to commit fraud.
Impact of Limited Resources on NFPOs

Greiling, Harris, and Stanley (2016) unraveled that NFPOs have limited resources. The
NFP stakeholders are responsible to ensure the resources are used efficiently and effectively.
The NFPOs also have to show accountability for the resources and show transparency.
Gentenaar and Solomon’s (2015) article expounded that NFPOs have limited resources and are
vulnerable to accounting fraud. The workers should have good stewardship and care about
unethical practices in the organization. The stakeholders/managers were responsible to make
sure third parties were also conducting proper accounting functions. The employees and even
board members should be properly trained in detecting fraud. They should identify suspicious
behavior known as red flags. They should understand the consequences of failing to follow
processes and how fraud behavior reflects on all stakeholders. NFPOs often rely on volunteers
with little knowledge about accounting. Bang, Reio, and Ross (2013) reported that committed
volunteers help the organization with day to day activities. Ives, Patton, and Patton (2013)
discovered that registered 501(c)(3) NFPOs rely heavily on volunteers. Most of the time the
volunteers lack formal training and there is no consistent procedures on how to manage the funds

nor how to audit. If the treasurer does not catch on to the accounting of expenses, the director
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can get out of control with spending. The director should know how much money he or she has
in the different budget categories when purchasing. Cash flow analysis can show the changes in
spending for the board to analyze. Espina and Viader (2014) reported NFP organizational boards
review risks and accountability of operations.

Dolnicar, Leisch, and Randle (2013) unraveled the need for volunteers is great because of
the large amount of non-profits serving the public with limited funds and resources. Euwema
and Smith (2015) found that accounting standards boards were working on improving existing
NFP financial reporting. Stakeholders need quality information to make investment decisions (to
donate) and the literature suggests there is a lack of education for volunteers in NFPOs to
accurately give financial information for decision-making. Ferreiro (2012) observed that fraud
cases occur in NFPOs because of their vulnerability. Adena (2016) reported that NFPs had
serious problems with fraud and scandals. On occasions, NFPOs did not fulfill their mission.
The stakeholders maximized profits and stole the money. Grimmer and Lippman (2016)
elucidated that NFPOs exists as a steward of donations and bequests. The organization has a
mission to accomplish a goal. If the goals are not met, the organization suffers potential loss of
future donors. Anderson (2007) observed there were limited training programs for NFPOs.
Training would help improve organizational stability. Organization training was studied with
for-profit organizations but not as much study on NFPOs. There is need for defining criteria for
management, funders, and others to measure financial investments. Adetiloye et al. (2016)
determined although internal controls were effective, the staff lacked the education in accounting
software to understand if they were following the correct internal control. Some staff ware not
committed to follow the controls. The NFP staff was lower paid employees with limited

education and could not understand the technology. If the organization hired quality staff with
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good pay, this could help deter fraud. The employees would be educated to use the software and
follow internal controls and they would be satisfied in their jobs. As a consequence, the fraud
would not be as prevalent. Irvine and Ryan (2012) reported that NFPOs have had a lot of trouble
with fraud and inefficiency. The board needed to understand financial analysis to detect fraud.
Hamilton and Slatten (2013) reported NFPOs were not using fraud detection techniques
effectively. The bookkeepers had inefficient accounting/recordkeeping. The board members in
meetings were not focused on financial reports nor did they discuss employee conduct. The staff
and stakeholders were faced with difficult choices if they did not follow ethical standards daily.
The internal stakeholders should have had training for ethical decision-making, including the
board members. The internal stakeholders should also have had an understanding of the laws
and ethics. They were responsible for making sure the funds were spent on what they were
obligated to spend it on and the mission was being fulfilled. This study examined the
effectiveness of stakeholders to detect fraud in NFPOs in South Carolina so the mission can be
fulfilled in the manner in which the donors expect.
Variables in the Study

In this research study, the dependent variable is fraud detection. Fraud can occur in any
organization. Ewelt-Knauer, Knauer, and Lachmann (2015) conducted a study on fraud and
analyzed the dependence on fraud detection in correlation to fraud detection techniques or
characteristics and the correlation showed what was effective in detecting fraud. Brewington
(2013) conducted a quantitative study on fraud and the determination of fraud detection and
fraud techniques showed correlations of the fraud and effectiveness of the technique used. In
North Carolina over 30 percent of 48 surveyed in NFP governmental agencies had fraud detected

after ethics training and awareness. This research study also analyzed the dependent variable of
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fraud detection and prevention in South Carolina NFPOs and correlated that to the independent
variables of the use of fraud detection and prevention techniques.

An independent variable of all the fraud detection and prevention techniques could be
combined and analyzed in NFPOs in South Carolina. Kelly et al.’s (2015) qualitative study of 36
organizations in Australia not only trained the employees on fraud detection and prevention, but
taught them on their policies, codes of conduct, and various fraud detection and prevention
techniques combined. Zamzami, Nusa, and Timur’s (2016) research study of 100 internal audit
offices in Indonesia explained that codes of conduct build an ethical awareness that helps to
prevent fraud and understanding to detect fraud. Brazel et al. (2015) studied 194 investors to
learn the use of risk assessments increased the ability to prevent and detect fraud. Fortvingler
and Szivos’ (2016) case study in Hungary of 61 audit planners showed risk assessments
improved the ability to identify fraud cues. This research analyzed all eight fraud detection and
prevention techniques to see if there was a correlation in the detection of fraud and if the
combination was effective in preventing and detecting fraud.

Another independent variable analyzed is fraud prevention techniques of code of conduct,
fraud risk assessment, fraud awareness training, fraud control plan, fraud control policy, and
fraud risk register and the use in NFPOs in South Carolina. If fraud prevention techniques have
a correlation with the detection of fraud, the fraud prevention techniques could be effective in
preventing fraud. In a doctorate study, Peters (2015) found fraud risk registers would be
beneficial for religious organizations because fraudsters sometimes intentionally seek out the
religious organizations to commit fraud. The religious leaders could have a fraud risk register to
red flag potential individuals who could be high risk for committing fraud and prevent the fraud.

Peltier-Rivest and Lanoue (2015) reaffirmed that fraud prevention techniques such as internal
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control policies/procedures and preventive fraud programs such as training in ethics (codes of
conduct) and risk assessments help minimize losses in a study conducted in Canada. Carswell et
al. (2014) found there is limited awareness of fraud and some organization have formal training
to prevent fraud from occurring. A fraud control plan is a systematic and strategic plan to deal
with the fraud such as an action plan (Domanski, 2016). This study also analyzed if fraud
prevention techniques were used in NFPOs in South Carolina and if there was a correlation with
fraud detection. If there was a correlation, this could be an effective group of fraud prevention
techniques.

Also, the independent variable of fraud detection techniques of whistle-blower policy and
internal control review will be analyzed in NFPOs in South Carolina. Zamzami et al. (2016)
found that internal control procedures were one of the highest effective techniques for fraud
detection in Indonesia. Multiple researchers found that internal control reviews were important
for organizations to detect fraud (Graycar & Lenz, 2016; Kulikova & Satdarova, 2016). Whistle-
blowing policy is known as one of the fraud detection techniques often used by organizations
(MacGregor & Stuebs, 2013). This study analyzed the use of whistle-blowing and internal
control review used in NFPOs in South Carolina to see if there was a correlation to detected
fraud. If there was a correlation, then this would be a good set of fraud detection techniques.

Similar fraud detection and prevention techniques were also used as independent
variables and dependent variable (Best et al., 2015; Brewington, 2013). This research analyzed
the independent variables of the use of codes of conduct, fraud risk registers, fraud policies,
fraud awareness training, whistle-blower policy, fraud control plan, internal control reviews, and
fraud assessments to study if there is a correlation between the dependent variable of detecting

and preventing fraud in NFPOs in South Carolina. If a dependent variable is correlated to
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detecting or preventing fraud, this could indicate effectiveness in detecting fraud and would be
beneficial to study further.
Summary of the Literature Review

The literature review explained the theoretical framework concepts of Fraud Triangle and
Behavior/Social concepts that explain the reasoning behind the fraudster’s mind and reasoning.
The concepts have been studied since the 1950s and found that pressure, opportunity, and
rationalization are behaviors associated with the occurrence of fraud in addition to social aspects
that affect behavior. Also, fraud detection techniques such as ethics training, fraud risk registers,
red flags, whistle-blowing policy, code of conduct/ethics, fraud awareness training, whistle-
blower policy, fraud control plan, internal control review, and internal control and risk
assessments are techniques used to detect and prevent fraud. Ethics training brings awareness
about fraud and internal stakeholders benefit from understating the ethical issues associated with
fraud. Certain similarities exist among individuals who commit fraud and fraud risk registers
help organizations identify fraud risks. Also, red flags can identify several indicators of fraud
risks. Another fraud detection technique of whistle-blowing encourages employees to report
suspected fraudulent behavior for the best interest of the public. Codes of conduct are guides for
ethical behaviors for organizations and fraud control policies help guide employees for fraud
awareness and prevention. The fraud detection technique of strong internal control reviews, and
prevention techniques of fraud control plans, policies and procedures, and risk assessments
identify risks contribute to the prevention and detection of fraud. The result of this study will
help provide NFPOs more informed understanding of the effectiveness of fraud prevention and

detection techniques. The researcher used techniques used in previous studies to analyze what
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was most effective. Also, the literature review explained that internal fraud is occupational fraud
and non-occupational fraud is external fraud. This study concentrated on internal fraud.

The literature review helped to explain that stakeholders are stewards of donor’s
contributions and were responsible for fulfilling the organizational mission. It was further shown
the issues of fraud in organizations. Also, the fraud issues in practice, such as NFPOs comprise a
large portion of the economy in the United States and NFPOs have a greater risk of fraud due to
weak fraud detection techniques used and volunteers often lacked the understanding and skills to
prevent fraud. Fraud has increased in frequency and severity in organizations over the last
decade. The literature review explained that fraud affects future donations and tarnishes the
image. NFPOs and smaller organizations suffer greatly from fraud and fraud damages
organizational reputation and the NFPOs rely on the reputation because NFPOs depend on
raising revenue from donations (managing the donations in good faith of fulfilling mission).
Lastly, the literature review explained that NFPOs have limited resources and rely on relatively
low-skilled volunteers which make the NFPOs vulnerable to fraud.

Transition and Summary of Section 1

The methodology will be discussed in Section 2. Section 2 will discuss the design of the

study, the data collection techniques, and methods to analyze data collected. The researcher will

answer the research questions of the applied doctoral research project.
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Section 2: The Project

This research analyzed NFPOs in South Carolina to determine what fraud detection and
prevention techniques that internal stakeholders could use to be effective in detecting and
preventing fraud. The NFPOs have a duty to the donors and public to provide the service to the
community that will help their community flourish and help the neediest (Jindra & Jindra, 2016).
However, fraud hinders the service to the community and hurts the mission and ultimately hurts
all the stakeholders. It is important to study fraud and fraud detection to prevent or deter fraud
from occurring and costing the NFPOs many losses.

Some believe fraud detection and prevention techniques will help internal stakeholders
detect fraud quicker and more efficiently than not having any safeguards in place (Garbou et al.,
2016). However, the current studies have been inconclusive concerning which fraud detection
and prevention techniques are most effective (Best et al., 2015; Klammer et al., 2010). The
researcher designed this study to address the research questions and hypothesis regarding fraud
detection and prevention techniques.

The researcher designed the study to help contribute to the current research concerning
the effectiveness of internal stakeholders to detect fraud in nonprofit organizations. The
following sections will include: (a) purpose statement, (b) role of the researcher, (c¢) participants,
(d) research method and design, (e) population and sampling, (f) data collection (techniques,
collection technique, data organization techniques), (g) data analysis technique, and (h)
reliability and validity.

Purpose Statement
The purpose of this quantitative correlational study was to examine the effectiveness of

fraud detection and prevention techniques and internal stakeholders detecting or preventing fraud
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in NFPOs in South Carolina. Free (2015) explained that fraud has the greatest economic impact
on society rather than any other crime. Yetman and Yetman (2011) reported that NFP
organizations are vulnerable to fraudulent activities. This research studied the impact of fraud
detection and prevention techniques previously studied by Best et al. (2015) to see if the internal
stakeholders in NFPOs in South Carolina used them and detected fraud.
Role of the Researcher

The participants were identified through NFP listing on the South Carolina Secretary of
State: Charities & Non-Profits (2018) website under Public Charities and charities. After
identifying the participants (NFPOs) online, the researcher contacted the participants from their
listed contact information through email or phone call (only to gain the email address). Then, the
researcher verified the participants could complete the survey using their computers or electronic
devices through email and social media correspondence. The researcher also emailed or
included a consent form for participation in the research. Stritch (2017) reported the role of the
researchers is to provide the research technique. The researcher provided the survey for online
distribution. Sanchez (2016) found that websites and Internet have played a large role in
research in the current century. After providing the Survey Monkey link to the participant, the
researcher received the submissions from the participants after completion. The data were
collected automatically from the Survey Monkey software application. After the data were
collected, the researcher maintained the data in Microsoft Excel. The data were sorted by
submission order, and then identified any duplication, in which duplications were deleted.

Statistical analysis was conducted on the data.
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Participants

The first step in gaining access to the participants, the researcher searched online for the
listed NFPOs in South Carolina from the state website: South Carolina Secretary of State:
Charities & Non-Profits that lists registered nonprofits. Newhart and Patten (2017) confirmed
the researcher’s participants will need to show the application of the local setting. The list of
NFPOs was entered into an Excel spreadsheet and Microsoft Word listing emails of the NFPOs.
The information was cross referenced by using Google browser to verify the organization was
valid and active. After establishing the organizations were active, the researcher either emailed
the leaders of the organizations or send informed consent letter explaining the study to the emails
gathered. The organizations would have a working knowledge of previous fraud detection and
would know what fraud detection or prevention techniques were used.

To establish as working relationship with the participants, the researcher explained the
research study was to gain insight into what fraud detection or prevention techniques were more
effective and this research will help NFPOs understanding of fraud to detect and prevent future
fraud. The researcher did not directly interact with the participants during the completing of the
surveys. There was not a direct relationship with the participants, employees, volunteers, or
interns for completion of the survey. The communication was professional and informative.
Morse (2016) confirmed the participants must have knowledge of what is being sampled.
Questions were answered if contacted on the informed consent information and validating the
survey link was not spam.

The researcher ethically protected the participants for confidentiality and anonymity. The
leadership of the organizations was assured their participation was confidential and no

identification information would be in the research study to insure their confidentiality.
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However, that identification was deleted for the statistical research. Once the survey was
completed online, the data were sent to Survey Monkey application. Then, the data were pulled
and grouped for statistical analysis. The organizations and any identifying information were
removed for the statistical analysis. The participants completed the survey link and the raw data
were available upon request of the researcher; particularly identifying organization data that were
not disclosed upon request of the organization’s privacy.
Research Method and Design

The researcher used the quantitative method and correlational research design. More
details regarding the research method and design employed in this project will be discussed in
the following sections.
Discussion of Method

As mentioned in the nature of the study, the researcher selected the quantitative method
to study fraud in NFPOs in South Carolina. The researcher analyzed the dependent variable of
the detection of fraud in correlation to independent variables of fraud detection and prevention
techniques. The researcher was looking for commonly used fraud detection and prevention
techniques and their correlation in detecting and preventing fraud. Creswell (2014) reported that
the quantitative method is one way to analyze a relationship between measurable data. Purda
and Skillicorn (2015) also used the quantitative method in their study comparing fraud detection
tools and effectiveness in firms. This research study examined fraud detection and prevention
techniques and the effectiveness of those techniques in detecting fraud. Bernauer and O'Dwyer
(2013) found quantitative research helps simplify complexity and strives to discover new
knowledge. The quantitative method is often used with large samples and random selection of

the population to be generalized for study. Bernauer and O'Dwyer (2013) explained problem
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finding is an important aspect of the method and overall study. The quantitative method helped
the researcher determine if the fraud detection and prevention techniques were used in the
sample surveyed to discover what was effective in the use of the techniques.

Discussion of Research Design

The researcher used correlational design to study the relationships between fraud
detection and prevention techniques and fraud detection. Mertens (2014) explicated that
correlational research design will help look for strengths and directions of relationships between
variables. The researcher conducted several steps using the correlational research design.
Mertens (2014) detailed the researcher must first identify a problem, then identified variables,
identified participants, collected quantifiable data, and then analyzed data and interpreted the
results. The problem of fraud detection and prevention techniques in NFPOs in South Carolina
was identified. The independent variables of the use of internal control review, whistle-blower
policy, codes of conduct, fraud awareness training, fraud control plan, fraud control policy, fraud
risk registers, fraud policies, and fraud risk assessments were used to examine if there was a
correlation between the independent variables and the dependent variable of detecting fraud in
NFPOs in South Carolina. The research collected the quantifiable data from the NFPOs in South
Carolina through a survey instrument.

The survey data were analyzed. Comiskey et al. (2016) reported that a relationship or
direction of a relationship between variables would be established in a correlated design. The
researcher selected this design because the researcher will determine if fraud detection and
prevention techniques and fraud are correlated. Orcher (2016) confirmed that a correlation of 1.0
for a relationship and 0.00 for absence of a relationship. Correlational design was the most

appropriate design to study the relationships between dependent and independent variables.
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Thapliyal and Thakre (2017) reported that correlation between two or more variables show the
strength of the relationship. Correlational design is used to show the strength between dependent
variable and the independent variables which will give accurate estimates of the relationships
between variables (Atinc et al., 2016).

Summary of research method and design. Conclusively, the researcher examined what
fraud prevention and detection techniques show a relation to the detecting of fraud. Peltier-
Rivest and Lanoue (2015) reaffirmed that fraud detection or prevention techniques such as
internal control policies/procedures and preventive fraud programs such as training in ethics
(codes of conduct) and hotlines such as whistle-blowing lines, and risk assessments help
minimize losses in a study conducted in Canada. The fraud detection and prevention techniques
evaluated in this study are the use of codes of conduct, fraud risk registers, fraud policies or
plans, and risk assessments used in nonprofits in South Carolina. This study will gain insight
between the instances of fraud in NFP organization registered in South Carolina and the
effectiveness of fraud detection and prevention techniques used.

Population and Sampling

The researcher’s population was NFPOs in South Carolina. The sample was drawn from
the population. The population was generated from state registration of nonprofits, South
Carolina Secretary of State: Charities & Non-Profits and charities. All nonprofits in South
Carolina are required to register and submit financial reports to the state office and cross-
referenced in charity websites. There are approximately ten thousand charitable organizations
registered since 2015, however, only 3,000 charitable organizations are in good-standing and in

operation in South Carolina. Some of the organizations have several registrations within the
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state but are the same nonprofit, which makes roughly 1,000 individual nonprofits in South
Carolina.
Discussion of Sampling

Creswell (2014) explained that a sample size is based on a fraction of the population,
such as 10% of the population. The sample size was 60 up to 286 with a 95% confidence level
of the one-thousand of the population and 5% margin of error, National Statistical Service

(2018).
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* The standard error of each stratum (SE1, SE2, SE3)

* The size of the population for each stratum (N1, N2, N3)

* The total population size (N)



71

Sim and Wright (2005) confirmed that a sample size calculation should detect statistical
significance with a desired confidence interval. The calculated sample size is consistent with the
desired significance and confidence.

The sample was gathered from willing participants in NFPOs in South Carolina which
will occur naturally. Bryman, Futing Liao, and Lewis-Beck (2004) discussed that multistage
sampling is where populations are hierarchically arranged and the sample is selected in stages.
For this study, the researcher selected multiple groups of participants from small to large
organizations and small annual budgets to large annual budgets. As Bryman et al. (2004)
reported, all units were included at the latter stage as was in this study. However, the group was
clustered into a group of fraud detected to analyze what specific fraud detection or prevention
techniques were used, so then cluster sampling was used for that section. Elam, Lewis, and
Ritchie (2013) explained that sample framing is selecting the appropriate information sources in
which participants are to be selected. The sample frame in general is registered NFPOs in South
Carolina and the organizational contacts were contacted as the source to provide the data for the
survey.

Further describing the sample size determination, as Clark, Harrington, Miller, and Wolf
(2013) clarified, investigators need to observe adequate sample size to properly find relationships
in the data. The probability of not making a Type II error and rejecting the null hypothesis when
it is false is using the statistical power given the correct number of samples and using alpha level
at typically .05. This research will used alpha .05. Clark et al. (2013) also explained that
confidence intervals are typically 95% and that percentage will be used in this research. The
sample size percentage was correct because as Perugini and Schonbrodt (2013) reported that a

researcher needs a corridor of stability point which is obtained from the correct level of
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confidence intervals such as the 95% chosen and formula at the optimal deviations .05. This
research was able to analyze the data with a correct sample size to statistically show the fraud
detection and prevention technique(s) that are effective in detecting fraud.

Summary of population and sampling. The eligibility criterion of the study
participants is individuals who are Not-for-Profit leaders from registered South Carolina
Secretary of State: Charities & Non-profits and charities. The leaders (specifically chief
executive officer and the organization’s websites lists board/executive directors) will be
identified to fill out the survey online and completed the survey when possible. The researcher
looked on the organization’s website to verify organization’s continuity of operation. The
rationale for this population was the NFPOs in South Carolina are easily accessed through the
state website.

Data Collection

Data collection is important for properly analyzing the fraud detection techniques used in
NFPOs in South Carolina. This section summarizes the research instruments, data collection
techniques, and the organization of the data collected.

Instruments

The data were collected using an electronic survey instrument hosted by Survey Monkey.
The survey instrument was linked to the participant’s email or social media and contained the
survey with eight total questions. The survey sent to the NFPO’s leaders is listed in Appendix A.

Selection of the measurement instrument. In 2015, the BDO (Binder Dijker Otte) of
Australia and New Zealand (2015) conducted a huge not-for-profit fraud survey to study the
impact of fraud in the industry, Not-For-Profit Fraud Survey (2014). The survey measures

indicators show that without fraud prevention there is a higher average value of fraud in NFPOs.



73

The BDO survey intent is to help NFPOs understand how susceptible they are to fraud and
educate the stakeholders on methods to protect the organization from future fraud. Other
organizations such as Deloitte conducted fraud surveys such as Deloitte India Fraud Survey
Edition 1 (2014) to which fraud detection techniques were analyzed for effectiveness in detecting
fraud. As a result, several research studies have concentrated on fraud detection techniques and
how effective those techniques are in detecting fraud (Best et al., 2015; Peters, 2015; Lee, 2017)
consequently the researchers found the study of fraud detection and prevention techniques to
have validity and reliability.

The survey of Best et al. (2015) was replicated in this research study and their survey
used several of the BDO survey questions. Lee (2017) found that when a fraud detection or
prevention technique is in place and the stakeholders are aware that this technique lowers the
probability of fraud. Another confirmation of aptness, Peters (2015) found that with proper fraud
detection or prevention techniques such as good internal control are effective fraud prevention
measures for NFPOs.

Demographic information. The first set of questions of the survey instrument were
basic questions the organizational leaders self-reported, including four demographical questions.
The demographic questions included if the organization was a NFPO, number of employees,
annual budgeted income, and type of NFPO (such as health, education, foundation, religious,
social, civic, agricultural, or other NFP). The participant then answered the rest of the survey
pertaining to fraud and fraud detection.

Fraud reporting. The next section of the survey includes four fraud survey questions.
The replicated study of Best et al. (2015) presented 16 possible fraud types which were used in

this research’s survey. The next question asked if they used any fraud detection and prevention
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techniques listed when the NFPO had detected fraud. The next question asked was, what is the
estimated value of fraud. The last question asked if the organization has any of the fraud
detection or prevention techniques listed currently in use in the organization. The study
conducted by Best et al. (2015) is a subset of the larger BDO Not-for-Profit Survey of 2014. For
the participant survey, the survey of the replicated study was not edited from the original survey.

Fraud detection techniques. The participants disclosed if fraud was detected and if so,
if they had fraud risk assessment, fraud risk register, codes of conduct, fraud awareness training,
whistle-blower policy, fraud control plan, fraud control policy, internal control review, or no
measure in place when the fraud was detected.

For question number six in the survey, if the fraud detection was indicated, this was
labeled as F (to mean fraud was detected in the organization). If no fraud was indicated, this was
labeled NF (to mean no fraud was detected in the organization). The coded information from
question number six in the survey were displayed in a 2X2 contingency table. Best et al. (2015)
used a contingency table (2X2) with fraud detection technique on the right side and fraud
detected on the left side, also using yes and no with the appropriate labels. If the organization
used a fraud detection technique, this was indicated using the letter T (meaning technique was

used), and if not, this was labeled NT (meaning no technique was used).



75

Table 1
Contingency Table

Fraud Fraud Discovered No Fraud Discovered
Prevention and Yes=F No =NF
Detection Instrument

Fraud Fraud detection and Fraud detection and
Prevention and prevention technique is used and  prevention technique is used and
Detection Technique fraud was discovered within the  fraud was not discovered within
Yes=T last five years. the last five years.

No Fraud Fraud detection and Fraud detection and
Prevention and prevention technique is not used  prevention technique is not used
Detection Technique and fraud was discovered within  and fraud was not discovered
No= NT the last five years. within the last five years.

Demographic Section:

1. Is your organization a nonprofit organization operating or registered in the state of South
Carolina?

2. How many employees (excluding volunteers) does your organization have?

3. What is the annual budgeted income?

4. What type of NFP organization applies?

Survey for Research Section:

5. Has your organization suffered any of the following in the past five years (reported or not
reported)? (select as many as appropriate)

6. If you currently or previously had occurrences of fraud in your organization, did you have
any of the following fraud prevention and detection measures in place when the fraud
was detected? (Select as many as appropriate)

7. What is your estimate of the total value of all frauds suffered by your organization in the

past five years?
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8. Which of the following fraud prevention and detection measures does your organization
currently have? (Select as many as appropriate)

Levy and Lemeshow (2013) detailed that framing involves listing selections. However,
the frame does not have to list all the elements in the population. The data were framed
enumerate such as yes or no fraud detected. Once a fraud detection or prevention technique was
scored with an incidence of fraud detected, the scoring would then continue to evaluate each
technique upon which technique was used and if fraud was detected which using the technique.
The raw data from this survey were not attached to the research paper; however, it is available
upon request. Summary of the raw data was included in Appendix B and in the contingency
tables.

Reliability and Validity
Reliability

Clarnette et al. (2015) stated when an instrument consistently has the same result in the
same situation in repeated instances; it is an instrument that has reliability. Creswell (2014)
reported that reliability is where scores on an instrument are internally consistent (consistent
across constructs), stable over time (test-retest correlations), and whether there was consistency
in test administration and scoring (p. 247). Creswell (2014) also stated that significance testing
will show a pattern other than chance (unlikely by chance to have occurred, null hypothesis of
‘no effect’ can be rejected). Also, a confident interval of 95% will be observed (meaning 95 of
100 times observed will be in the range of value). Dahiru (2008) reported that 95% confidence
intervals (Cls) with p-value scores means that 95 of 100 the times the study is repeated the true
findings are reliably true, p < 0.05. The CI provides reliability or precision of the results. In the

study of Best et al. (2015), the reliability scores were determined to have internal consistency
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reliability. Multiple tests were run on the data in that study. Fisher’s exact test was used for the
calculation of the p-value and the Pearson chi-square is an additional measure that can be used to
determine internal consistency (p. 444). Gill (2011) reported the Fisher’s test showed significant
thresholds at 0.01 and 0.05. The Fisher’s exact test showed p-values for fraud risk registers
below 0.01, which is very significant. The Fisher’s exact test showed p-values for whistle-
blower policy, fraud control policy, and no measures for detection below 0.05, which is also
significant (Bland, 2015). The rest of the fraud detection techniques were not significant enough
to be free of error to state significance. Also, the Pearson chi-square showed these same four
fraud detection techniques an acceptable level of below 0.05. These four fraud detection
techniques had a continuity correction of less than 0.05, acceptable limit of 0.1 and 0.01 (Bland,
2015). Kenny (2015) wrote that chi-squared test is a reasonable measure of fit. In the replicated
study, the consistency of the correlation of fraud detection techniques and fraud detection or
prevention fell within the limits of 1.0 to -1.0 (Bland, 2015) and no level showed 0.0; although,
code of conduct was close to 0.0.
Validity

Clarnette et al. (2015) stated validity is when an instrument is accurately measured in a
quantitative study to what is claimed to be measured. Best et al. (2015) used a subset of the
questions from the Not-For-Profit Fraud Survey (2014) conducted by the BDO accounting firm.
Although the BDO only provided descriptive statistics, Best et al. (2015) conducted statistical
study using the selected survey questions. The focus of the study was to bring insight into what
fraud detection and prevention techniques are most effective in detecting fraud which analyzing
the relationships show content validity. The techniques were all included in the survey and data

were compiled (BDO, 2014; Best et al., 2015). Additionally, the survey selected for this
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research provided construct validity through the truthfulness of the statistical results (Bland,
2015) shown by showing relationships between the hypothesis and the research questions. Fraud
risk registers, whistle-blower policy, fraud control policy, and no measures for detection
positively correlated with the detection of fraud construct and chi-squared test levels were within
valid limit of <0.05. These instruments show validity for the overall data as measured and
unmodified.

Best et al. (2015) reported that threats to validity are minimal. LoBiondo-Wood and
Haber (2014) reported that a threat to internal validity or bias is minimized by randomness of the
study. One threat to external validity was assuming the leadership of the NFPO was completely
honest. Nardi (2015) reported that self-reporting questionnaires are appropriate for some setting
if behaviors are not necessarily a part of the observation. The researcher reached out to the
organizations listed on their organizational registration and websites. Gast and Ledford (2014)
confirmed that randomness decreases bias which contributes to better internal validity. There are
no changes to the original survey instrument regarding the research.
Data Collection Technique

The researcher used the free online access of to collect the Survey Monkey research data.
The researcher chose Survey Monkey for the quick return of the answered survey, low cost,
familiarity of the application, and easy to use. The form is customizable and user friendly for the
researcher to set up the questions and answers. Also, Survey Monkey is very secure, only the
researcher has the password to access the form results. The ability to download the data to a
spreadsheet is flawless.

The researcher imputed the questions in the Survey Monkey and prepared a draft. The

researcher tested the survey link to make sure that everything was properly working. The
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researcher also tested the link on a separate computer at work to verify the link was working
properly. After testing the link, the researcher saved the link for future deployment.

The researcher gathered the emails listed on the NFPOs websites with the listed leader on
the state website of nonprofits to prepare a list of participants (the population). The researcher
compiled the informed consent section of the email and link to the survey for deployment in an
email and media outlets for the NFPs. The participants were given information related to the
study, approximate completion time, confidentiality information (anonymity), and other
information that was pertinent to the participants. Once the participants read the email and
content, they had the option to click on the survey as acknowledging consent to participate in the
survey.

The survey link remained active until the researcher was ready to start analyzing the data.
If the participants had not responded nor filled out the survey, the researcher sent out a follow-up
email to remind the participant to fill out the survey. Once the sample size was met, the
researcher was able to pull the data for analysis.

Data Organization Techniques

The survey instrument can be found in Appendix A. All questions are listed as well as
permission to use the instrument by researchers. Once the survey was completed, the data were
compiled in Microsoft Excel. The raw data were kept securely on a password protected Survey
Monkey website. Then, the data were transferred to and stored on a password protected laptop to
run statistics. After the statistics are completed, the data will be saved on the secure laptop.

Data Analysis

The researcher confirmed that a minimum of 60 surveys were received.
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(Given by National Statistical Service, 2018)

The researcher reviewed the demographic information to remove any participants who
were not NFPOs and incomplete data and summarized the demographic information to describe
the population. The demographic information was evaluated using descriptive analysis. Byrne
(2017) conveyed the uses of descriptive statistics such as frequencies count the number of cases
have a value, median (equal number of cases with larger/smaller values), average (total and
averaging numbers), mean (a middle set of data), and spread (similar or varied set of observed
values for a particular value). The researcher used descriptive analysis to discuss average
estimate value of losses due to fraud in NFPOs. The researcher discussed what was the
percentage difference in the number of employees. The researcher discussed the levels of annual
budget for the NFPOs and what type of NFPO organizations were represented.

The fraud detection data were analyzed with statistical functions using Microsoft Excel.
Fraud risk assessment, fraud risk register, codes of conduct, fraud awareness training, whistle-
blower policy, fraud control plan, fraud control policy, internal control review, or no measure in
place when the fraud was detected will be analyzed for correlations. The results of the survey
were placed in a contingency table and a table listing all statistics as mentioned earlier in section
two, as well as the coding. In this study, the chi-square, critical value, and p-value were
analyzed for statistical significance showing a relationship between variables. Marchant-Shapiro
(2015) reported that chi-square is a measure of statistical significance. After setting up the rows

and columns (2X2 contingency table in this study), the researcher recorded observed cell
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frequencies (fx). Then, the researcher calculated the expected value by multiplying E(X) = (row
proportion) X (column n; Marchant-Shapiro, 2015) and continued to subtract expected from
observed f; - E(X). Marchant-Shapiro (2015) continued to explain the researcher squared the
difference [f; - E(X)]? divided the squared difference /f; -E(X)]*/E(X), and then calculated chi-
square x> = Y [fx - E(X)]*/E(X). The researcher checked for significance and reliability by
checking for critical value and if the chi-square was larger, then there was a relationship between
the variables were significant and the null hypothesis was rejected.
Variables

The independent variables are fraud risk assessment, fraud risk register, codes of conduct,
fraud awareness training, whistle-blower policy, fraud control plan, fraud control policy, internal
control review, or no measure in place when the dependent variable of fraud was detected. Also,
independent variables were group by prevention techniques of fraud risk assessment, fraud risk
register, codes of conduct, fraud awareness training, fraud control plan, and fraud control policy;
and detection techniques of whistle-blower policy and internal control review. This will be
discussed in the next few paragraphs starting with the hypothesis discussion. Salkind (2010)
reported that dichotomous variables are variables that is existing or not existing for instance,
fraud exists or fraud does not exist. The fraud detection or prevention technique exists or does
not exist in the organization. This further explains the independent and dependent variables are
dichotomous variables.

Moderating variables will be discussed in the descriptive statistics and indicate any
indication of similarities that could explain the fraud. Allen (2017) expressed how mediation
variables link the independent and dependent variables which explains the relationship between

the other two variables. If the mitigating questions in the demographic section indicate a similar
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impact on the independent variable, then this would need further study because there could be a
relationship which would help explain the fraud occurrence for example if NFPOs with fewer
employers have higher instances of fraud, then this would need further study to see if this is a
weakness in the NFPOs in general. If there is relevant descriptive statistics (high frequency,
central tendencies), then further statistics such as multiple regression analysis could give more
insight in future studies (Allen, 2017). The moderating variables were grouped by size of
organization (small number of employees and large number of employees), revenue (low or high
budgeted income), and type of organization (Health Care, Education, Foundations, Religious,
Social Welfare, Civic, Agricultural, and Other).

Testing of hypothesis. This research used the dependent variable of the detection of
fraud and three independent variables of grouped together fraud risk assessment, fraud risk
register, codes of conduct, fraud awareness training, whistle-blower policy, fraud control plan,
fraud control policy, internal control review, and grouped by prevention techniques and detection
techniques and the detection of fraud. The Fisher p-value will show an effect between the
independent and dependent variables if significant levels (Anderson & Whitcomb, 2016; Fisher,
1925). All three independent variables will be tested in correlation with the dependent variable
with the p-value to reject the null hypothesis is the p-value calculated a value of statistically
significance of p<0.05. The researcher test p-values for all eight independent variables to
determine if any values are p>0.05 and will accept the null hypothesis. Microsoft Excel formula
CHIDIST will show p-value (significant f) and will show under the p-value, if p<0.05
(alpha=.05) then this is significant correlation between the independent variable and the

dependent variable (Bland, 2015).
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The hypotheses will also be tested with critical values and chi-squared. The three
independent variables of fraud prevention and detection techniques be checked for associations
with fraud detection. Schumacker (2015) reported that chi-square value will show associations
between variables and independent variable. The cells should have frequencies below 0.5 before
squaring (Yates continuity correction; Yates, 1934).

After the survey instrument was completed by the participant, the researcher eliminated
incomplete surveys. The data were placed into two sections, one section for descriptive statistics
and one section for quantitative analysis. The researcher will use descriptive statistics to
organize and summarize ordinal data/ranking order data (Holcomb, 2016). The participants were
asked ‘how many employees (excluding volunteers) does your organizations have’ (ranked from
low to high numbers) and the researcher ranked the responses from small number of employees
to large number of employees. This was compared to the occurrences of fraud and monetary
amount of loss due to fraud, question ‘what is your estimated of the total value of all frauds
suffered by your organization in the past five years’ which will be ranked/ordinal data (ranked
low to high). Byrne (2017) reported that descriptive statistics can summarize data in many ways
such as frequencies (counting the number of cases which have a value), median (equal number of
larger or smaller values), or spreads (how similar or varied set of values are). The researcher
also surveyed the participants, ‘what is the annual budgeted income’ which was used to separate
and rank the NFPOs as large and small budgeted organization (ordinal data). The last
demographic question was ‘what type of NFP organization applies’ which categorized the type
of organizations into different industries for potential future study targeting a segment of NFPOs
which is more nominal than ordinal. This was analyzed with the detection of fraud in the types

of organizations. Ifthere was a higher instance of fraud, then that organization would be further
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studied for frequencies to indicate why this type of organization had more fraud compared to
other types of organizations. Then, the researcher took the remaining survey questions and
analyzed the correlations between the dependent variables and independent variable summarized
in the next paragraph.

Null Hypotheses

Hol: There is no statistically significant relationship between the use fraud detection and
prevention techniques and fraud detection in NFPs in South Carolina.

Ho2: There is no statistically significant relationship between the fraud detection
techniques and fraud detection in NFPs in South Carolina.

Ho3: There is no statistically significant relationship between the prevention techniques
and fraud detection in NFPs in South Carolina.

The researcher asked ‘how many frauds have your organization suffered in the last five
years’ and corresponding question was ‘did your organization have fraud prevention or detection
measures in place when the fraud was detected,’ all yes or no type questions. One of the
selections was none. The researcher then used the data in a contingency table and progressively
calculated a chi-square. The chi-square was compared to the critical value. If the chi-square was
higher than the critical value, then the null hypothesis was rejected. If the chi-square was lower
than the critical value, then the alternative hypothesis was rejected and null hypothesis was
accepted. The p-value was also calculated to show further statistical significance of the chi-
square testing.

Hypotheses 1:

Hal: There is a statistically significant relationship between the fraud detection and

prevention techniques and fraud detection in NFPs in South Carolina.
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The researcher asked ‘how many frauds have your organization suffered in the last five
years’ and corresponding question was ‘did your organization have fraud prevention or detection
measures in place when the fraud was detected,’ all yes or no type questions. The participants
chose the techniques. The researcher can then use the data in a contingency table and
progressively calculate a chi-square. The chi-square was compared to the critical value. If the
chi-square was higher than the critical value, then the null hypothesis was rejected. If the chi-
square was lower than the critical value, then the alternative hypothesis was rejected and null
hypothesis was accepted. The p-value was also calculated to show further statistical significance
of the chi-square testing.

Hypotheses 2:

Ha2: There is a statistically significant relationship between the fraud detection
techniques and fraud detection in NFPs in South Carolina.

The researcher asked ‘how many frauds has your organization suffered in the last five
years’ and corresponding question was ‘did your organization have fraud prevention or detection
measures in place when the fraud was detected,’ all yes or no type questions. The participants
chose the techniques. The researcher specifically looked at whistle-blower policy and internal
control review for this hypothesis. The researcher then used the data in a contingency table and
progressively calculate a chi-square. The chi-square was compared to the critical value. If the
chi-square was higher than the critical value, then the null hypothesis was rejected. If the chi-
square was lower than the critical value, then the alternative hypothesis was rejected and null
hypothesis was accepted. The p-value was also calculated to show further statistical significance
of the chi-square testing.

Hypotheses 3:
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Ha3: There is a statistically significant relationship between the prevention techniques
and fraud detection in NFPs in South Carolina.

The researcher asked ‘how many frauds has your organization suffered in the last five
years’ and corresponding question was ‘did your organization have fraud prevention or detection
measures in place when the fraud was detected,’ all yes or no type questions. The participants
chose the techniques, the researcher specifically looked at the code of conduct, fraud risk
assessment, fraud awareness training, fraud control plan, fraud control policy, and fraud risk
register. The researcher then used the data in a contingency table and progressively calculated a
chi-square. The chi-square was compared to the critical value. If the chi-square was higher than
the critical value, then the null hypothesis was rejected. If the chi-square was lower than the
critical value, then the alternative hypothesis was rejected and null hypothesis was accepted. The
p-value was also calculated to show further statistical significance of the chi-square testing.

Summary of Data Analysis

After three hypotheses were tested, the data were summarized and presented in a chart in
Appendix B. The summary included a narrative of proven hypothesis and any null hypotheses.
All data reflected the theoretical framework and founded findings of the study.

This section explained the reliability and validity of the research study. LoBiondo-Wood
and Haber (2014) reiterated that a study should have validity and reliability to be a valid and
nonbiased which will advance the expansion of the evidence-based practice.

LoBiondo-Wood and Haber (2014) also reported that reliability consistently and
repeatedly measure the attributes with error-free outcomes. The research in this study consisted
of demographic questions and fraud detection questions. The demographic questions were

proper questions with multiple choice answers to eliminate errors. The fraud detection and
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prevention questions were also multiple choice/multiple answer for the participant to answer all
appropriate selections.

External reliability coincides with the reliability of the instrument. The researcher
conducted test and retest analysis of the research. Polit (2014) diverged that research should be
expanded and new outcomes should be studies with new participants to gain further insights as
external reliability. The test should include test and retest reliability assessments. Best et al.
(2015) successfully conducted a similar study which is going to be replicated in South Carolina.
The research was test-retested for reliability.

Allik, De Vries, and Realo (2016) detailed that internal reliability is internal consistency.
Consistent with the same reliability testing done with the instrument reassurance of reliability
explained earlier in Section 2, the researcher also had Pearson Chi-Squared test conducted and
continuity correction to show the study itself as a reliable study through the statistical analysis of
the data.

As Aspinwall, Brown, and Tabery (2016) reported, validity of the study is how well the
data represents the area of study in the research. The research should show what the researcher
is questioning and testing in the study. The data should show if the hypotheses is null or
positively significant. The study should show if there is a correlation and evidence to warrant
further study of the material.

Lakshmi and Mohideen (2013) stated that external validity is where the study could be
transferable to other groups or populations. The research was conducted in different groups in
Australia and New Zealand (Best et al., 2015; BDO, 2014).

Lakshmi and Mohideen (2013) detailed that internal validity must exist before external.

Zohrabi (2013) article stated that internal validity is similar to the findings with the reality. The
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internal validity is how close the research measures what is supposed to be measured. This is
evident in the research questions are answered and correlated to the research questions.
Transition and Summary of Section 2

The researcher reached out in a professional manner to the NFPO participants in South
Carolina to send a survey to gather data to analyze. The researcher used the quantitative method
to study fraud in NFPOs in South Carolina. The research questions were fully analyzed through
the method and each variable (independent, dependent, and moderating) was analyzed.

The researcher utilized correlational design to study the relationships between fraud
detection and prevention techniques and fraud detection. The survey instrument gathered the
data of a minimum of 60 to 286 participants which was an adequate sample size for desired
significance and confidence of the study.

As a further reference, the researcher replicated a study conducted by Best et al. (2015),
which also studied the fraud detection techniques in correlation to fraud detection. The
instrument used in the study proved reliability and validity. The data analysis technique was
typical for such research study. Each hypothesis was tested and the data were analyzed. The
analysis was fully explained after the completion of the field study in Section 3. Section Three
presented the findings through conclusions of all of the research questions and hypothesis.
Quantitative data analysis section detailed the tests performed and linked the hypothesis back to
the research question, theoretical framework, and literature. Section 3 explained the application
to the professional practice and recommendations for actions (including who may be impacted

by the study). Section 3 also included recommendations for further study and reflections.
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Section 3: Application to Professional Practice and Implications for Change

This section will summarize the analytical results of the study by presenting the findings
of the study on prevention and detection of fraud in NFPOs. The researcher will discuss the
practical implications to the practice of accounting and help NFPOs understand the most useful
prevention and detection techniques to use. The use of these fraud prevention and detection
techniques may ultimately lead to quicker detection of fraud and increase the prevention of
fraud. The prevention of fraud will lead to less monetary losses due to fraud and theft. The
researcher will provide reflection and recommendations for future research.

Overview of the Study

The quantitative correlational study examined fraud detection and prevention techniques
and internal stakeholders detecting fraud in NFPOs in South Carolina. Fraud has a great
economic impact and NFPOs are vulnerable to fraud. This research studied the techniques and if
the internal stakeholders in NFPOs in South Carolina use them.

The researcher conducted a field study through surveying NFPOs in South Carolina and
then pulled and exported the raw data to Microsoft Excel. The researcher gathered information
through the survey from participants specifically gathered if fraud was detected and if the
organization had fraud prevention and detection techniques in place when the fraud was detected.
This was the basis for the research study with the research questions being analyzed using the
data.

There are three main research questions: Is there a relationship between the use of all of
the fraud detection and prevention techniques and the detection of fraud in NFPOs in South
Carolina? Is there a relationship between the use of detection techniques with the detection of

fraud in NFPs in South Carolina? Is there a relationship between the use of prevention



90

techniques with the detection of fraud in NFPs in South Carolina? The questions indicate if the
NFPOs had an association between the use of fraud prevention and detection techniques and the
detection of fraud while using the techniques in South Carolina. If there is an association
/relationship, this will show what could be effective in the detection of fraud with the premise
that both fraud was detected while the techniques were used.

The analysis indicated that there is a statistically significant relationship between the use
of all the techniques and the detection of fraud in NFPOs in South Carolina. The relationship
means that when the NFPOs used the fraud techniques that fraud was detected and this could
further indicate these techniques are effective in detecting fraud. The analysis also indicated that
fraud prevention techniques of fraud risk assessment, fraud risk register, code of conduct, fraud
assessment training, fraud control plan, and fraud control policy also showed a statistically
significant relationship between the use of those techniques and fraud detection. The analysis
also showed that fraud detection techniques of whistle-blower policy and internal control review
did show a statistically significant relationship between the use of those techniques and fraud
detection. With fraud detection techniques, such as the whistle-blower policy, there may be
adequate anonymity.

Presentation of the Findings

The findings were revealed through statistically analyzing all hypotheses. After
statistically analyzing all of the hypotheses, the researcher addressed all of the research
questions. The researcher also showed the application to professional practice of accounting and
provide recommendations for actions. The researcher concluded with recommendations for
further study and reflection with a summary/conclusion. Section 3 will include all data bound by

the evidence collected. The researcher related the analysis to the literature on fraud in the
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practice of accounting. The researcher addressed any outliers and discrepancies found in the
data.

The combined fraud prevention and detection techniques include fraud risk assessment,
fraud risk register, code of conduct, fraud assessment training, fraud control plan, whistle-blower
policy, internal control review, and fraud control policy. The combined detection techniques
included whistle-blower policy and internal control review. The combined prevention
techniques included fraud risk assessment, fraud risk register, code of conduct, fraud assessment
training, fraud control plan, and fraud control policy.

Survey Participants

After the researcher gathered participants from the NFPOs listed on South Carolina’s
state registered NFPOs, the researcher cross-referenced each organization’s website to gather
emails and means to communicate. Most of the websites did not have emails listed, some had
social media links, and the remaining had emails listed on their websites. The researcher sent
1,373 emails and 13 social media requests for participants to complete the survey with 21 emails
invalid. The survey included detailed criteria which included the required informed consent
form. The survey was open for 16 days with minimal responses. The researcher reopened the
survey for additional seven days, sending reminders.

A total of 167 responses were collected. However, only 109 of those surveyed were
complete. This number exceeded the minimum of 60 responses needed in the data analysis for
desired confidence intervals (Sim & Wright, 2005). Mohd-Sanusi et al. (2015) conducted a
study on fraud prevention techniques and sent 150 surveys with one and two responses in which
Sekaran and Bougie (2010) stated a sample size less than 500 and more than 30 is appropriate for

most research. The sample size is acceptable for this study.
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The survey asked participants to self-report the demographic information, first and
foremost to report if they were NFPOs, all organizations reporting as other than NFPs were
removed. Even though the survey was sent to NFPOs specifically, the researcher wanted to
make sure by asking this question. Perhaps, some of the NFPOs closed and reopened as for-
profits and this survey no longer applied, about five surveyed indicated they were not NFPOs
and were eliminated. The other demographic information included number of employees, annual
budgeted income, and the type of organization. This information is included in Table 1, 2, and 3
and included in Appendix B. Added together, 73 percent of surveyed had under 25 employees,
27 had between 26 and 1,000 employees, and one surveyed had over 1,000 employees, excluding
volunteers. Surprisingly, 34 percent surveyed had budgeted incomes of less than $100,000, 29
had between $100,000 and $500,000, 21 percent had $500,000 to $1,000,000, and 23 percent had
over $1,000,000 annually budgeted income. The largest percentage were smaller organizations
with fewer employees. The replicated study found that smaller organizations had fewer fraud
detection techniques in place and were more frequently victimized (Best et al., 2015).

Other important questions asked were the types of theft/fraud and amount of loss due to
fraud/theft. This information is included in Table 4 and 5 and included in Appendix B. The
largest types of fraud found were inventory/asset theft (23 percent), cash theft (18 percent), credit
card and database/intellectual property theft/fraud (12 percent), payroll fraud and identity
theft/fraud (nine percent), expense account fraud (seven percent), bribery/kickbacks, check
forgery, financial statement fraud, and online payment fraud (four percent), and none of the types
of fraud were under three percent. Some of the organizations had multiple types of fraud.
Comparatively, the BDO (2014) fraud survey conducted in Australia and New Zealand found

that cash theft was the highest and in South Carolina this was second highest. Although in South
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Carolina, inventory/asset theft was the highest, which was noted, theft of medicine and
equipment in South Carolina’s study is part of the inventory/asset theft. The BDO’s (2014)
second and third highest type of fraud was payroll and credit card fraud, which were also
significant in South Carolina. Payroll fraud is intentional organizational fraud (Giovino, 2014).
Credit card fraud can be intentional such as a key employee making personal purchases
(Minogue, 2013) or credit card scam (e.g., someone stealing the credit card information and
making purchases). BDO’s (2014) lowest was database/intellectual property and financial
statement fraud. In South Carolina, database/intellectual property fraud was higher on the
percentages than the BDO. The misuse of resources (ACFE, 2014) such as database or
intellectual property is one of the noncash fraud and perhaps one of the ways that indirectly
affect NFPOs, when the donor’s information is compromised by database breaches, the donor’s
trust is broken and NFPOs rely on donors to monetarily pay for overhead (Perols, 2011).

The cash value of fraud was categorized at $1 to $100 (42 percent), $101 to $1,000 (34
percent), $1,001 to $10,000 (nine percent), and over $10,000 (five percent). Since 59
organizations reported fraud, this can be calculated further. If taking the minimum loss per
percentage times 59, the average loss is $1,034.32 per organization, at the maximum (assuming
the five organization had a loss of $100,000) is an average loss of $10,381.36 per organization.
If you take the minimum and maximum and average the two, the average loss is $5,707.84 per
organization. Giovino’s (2014) reported that the average median loss from occupational fraud is
$140,000.

Hypotheses Testing
The researcher tested each hypothesis by creating a contingency table and then solved for

chi-square. The researcher then solved for the critical value and p-value (Allen, 2017). The
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researcher tested the detection of fraud and the use of fraud prevention and detection techniques
to study if there is a relationship or no relationship and if the p-value is significant to gain insight
if there is a correlation. This will be discussed with each hypothesis.

Hypothesis 1

Null Hypothesis: Hol: There is no statistically significant relationship between the fraud
detection and prevention techniques and fraud detection in NFPs in South Carolina.

The researcher ran a chi-square test to evaluate the null hypothesis. If the chi-square is
more than the critical value, we reject the null hypothesis. The chi-square alone does not expose
the relationship. It is assumed with null hypothesis there is no relationship between the variables
and that the variables are independent. However, if chi-square exceeds the critical value and it
did in this test, it can be assumed there is a relationship between the two variables. The
alternative hypothesis is accepted and the variables are dependent. No relationship between the
variables can be rejected.

Table 1 Contingency table 2X2 of fraud detected, and no fraud detected compared to

fraud techniques used and no fraud techniques used.

Table 2
Contingency Table With and Without Techniques
With Techniques Without Techniques
No Fraud Detected 26 24 50
Expect 15.60 34.40
(O-E)Y*2/E 6.94 3.15
34 75 109
Chi-Square 18.63
Critical Value 3.84
P-Value 0.00002

A 2X2 Contingency table, as Jacobs and Evans (2017) reported has a degree of freedom

of 1. The table of critical values shows with a degree of freedom of 1 at significance level of .05,
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that the critical value is 3.84. Since the test value of chi-square is 18.63 and is more than the
table value (critical value) then the null hypothesis is rejected. The P-value of .00002 indicates
that this result is statistically significant. The null hypothesis is rejected, therefore there is an
association between the use of fraud detection and prevention techniques and the detection of
fraud. This finding addresses Research Question 1: Is there a relationship between the use of all
of the fraud detection and prevention techniques and the detection of fraud in NFPOs in South
Carolina?

In the study Bierstaker et al. (2006), prevention and detection techniques were studied
with 56 surveyed admitted to the detection of fraud. It was found that both fraud prevention and
detection techniques are effective in fraud prevention and detection. However, their research did
suggest that the most effective methods are not used. Thomopoulas (2013) reported the
importance of having tools to identify fraud risks and that the employees should have a vested
interest to also prevent fraud. Theoretical study showed that if a person has the motivation,
rationalizes the fraud, and has the opportunity, the individual will commit fraud (Cressey, 1953,
Borba & Wuerges, 2014). The holistic way to decrease the chances of fraud is to prevent the
opportunity to commit fraud. Prevention techniques of code of conduct/code of ethics, fraud risk
assessments, fraud awareness training, fraud control plans and policies, and having fraud risk
registers can minimize the rationalization of committing fraud and help educate individuals
against committing fraud. Most of the prevention techniques are through training or instilling
policies/plans in the organization to understand fraud and prevent fraud by education. Then,
detection techniques are intermingled to expose the opportunity that was detected. When the
board or committees review the controls internally, they can discover inadequacy or

inconsistencies and discover fraud. The employees or volunteers should be able to report fraud
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through a whistle-blower policy. Morales et al. (2014) reported that one of the keys to fraud
detection was to have an anonymous whistle-blower hotline allowing employees or individuals
to report suspected fraud so that the allegation could be investigated. The prevention and
detection techniques uniquely contribute to a combination of the techniques that are effective in
preventing and detecting fraud.

Hypothesis 2

Null Hypothesis: Ho2: There is no statistically significant relationship between the fraud
detection techniques and fraud detection in NFPs in South Carolina.

The researcher ran a chi-square test to evaluate the null hypothesis. If the chi-square is
more than the critical value, we reject the null hypothesis. The chi-square alone does not expose
the relationship. It is assumed that with null hypothesis there is no relationship between the
variables and that the variables are independent. However, if chi-square exceeds the critical
value and it did in this test, it can be assumed that there is a relationship between the two
variables. The alternative hypothesis is accepted and the variables are dependent. No
relationship between the variables can be rejected.

Table 1 Contingency table 2X2 of fraud detection, and no fraud detection compared to

detection techniques used or not used.
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Table 3

Contingency Table,; Detection Only

Detection Only

With Techniques Without Techniques

Fraud Detected 33 26 59
Expect 27.61 31.39
(O-EY2/E 1.05 0.93
No Fraud Detected 18 32 50
Expect 23.39 26.61
(O-E)"2/E 1.24 1.09

51 58 109
Chi-Square 4.32
Critical Value 3.84
P-Value 0.038

The table of critical values shows with a degree of freedom of 1 at significance level of
.05, that the critical value is 3.84. Since the test value of chi-square is 4.32 and is more than the
table value (critical value) then the null hypothesis is rejected. The P-value of .038 indicates that
this result is statistically significant. The null hypothesis is rejected, therefore there is an
association between the use of fraud detection and prevention techniques and the detection of
fraud. This finding addresses Research Question 2: Is there a relationship between the use of
detection techniques with the detection of fraud in NFPs in South Carolina?

The researcher found the detection techniques alone were significant that there is
significant relationship between the detection of fraud and detection techniques. Fraud detection
was dependent upon the use of the fraud detection techniques. Interestingly, 59 participants
reported fraud detection and 53 of those participants had a fraud detection or prevention
technique in place; conversely, 50 participants reported no fraud detection with 26 of those
participants had no fraud detection or prevention in place. If more detection techniques were in

place, there could be more detection of fraud.



98

In a similar study, Lee (2017) found the use of whistleblowing policy reduced the
accounting fraud when the detection technique was used than when firms/organizations did not
have the detection technique. This also showed a reduction of five percent of auditing fees due
to the whistleblowing controls to detect fraud in place and further gives insight to effectiveness
of whistleblowing (detection) policy. In North Carolina, Brewington (2013) found that internal
audit or internal control review was not statistically significant as well as an anonymous tip
hotline (whistle-blower hotline) was not statistically significant. It was suggested that the
organizations should be made more aware of the techniques and perhaps training the workers to
understand those techniques. Copcinschi et al. (2016) reported that fraud occurred when the
internal controls had inefficiencies. Adetiloye et al. (2016) determined the employees were not
following internal controls correctly and did not understand the technology. Internal controls are
perhaps misunderstood and using prevention techniques such as training will help the employees
understand the internal controls better because the internal controls need to be reviewed for
inefficiencies to know if there is fraud. If the organization does not have techniques, they do not
have a good indication if fraud is occurring or not. Fraud detection techniques should not be
discredited, however with this study, those techniques were statistically significant to show a
relationship between the use of the technique and the detection of fraud.

Hypothesis 3

Null Hypothesis: Ho3: There is no statistically significant relationship between the
prevention techniques and fraud detection in NFPs in South Carolina.

The researcher ran a chi-square test to evaluate the null hypothesis. If the chi-square is
more than the critical value, we reject the null hypothesis. The chi-square alone does not expose

the relationship. It is assumed that with null hypothesis there is no relationship between the
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variables and that the variables are independent. However, if chi-square exceeds the critical
value and it did in this test, it can be assumed there is a relationship between the two variables.
The alternative hypothesis is accepted and the variables are dependent. No relationship between
the variables can be rejected.

Table 1 Contingency table 2X2 of fraud detected, and no fraud detected compared to

fraud prevention techniques used and no fraud techniques used.



100

Table 4

Contingency Table,; Prevention Only

Prevention Only

With Techniques Without Techniques
Fraud Detected 45 14 59
Expect 34.64 24.36
(O-EY2/E 3.10 4.40
No Fraud Detected 19 31 50
Expect 29.36 20.64
(O-E)"2/E 3.65 5.20

64 45 109

Chi-Square 16.35
Critical Value 3.84
P-Value 0.0001

The table of critical values shows with a degree of freedom of 1 at significance level of
.05, that the critical value is 3.84. Since the test value of chi-square is 16.35 and is more than the
table value (critical value) then the null hypothesis is rejected. The p-value of .0001 indicates
this result is statistically significant. The null hypothesis is rejected, therefore there is an
association between the use of fraud detection and prevention techniques and the detection of
fraud. This finding addresses Research Question 3: Is there a relationship between the use of
prevention techniques with the detection of fraud in NFPs in South Carolina?

When separating the detection techniques from the prevention techniques, the researcher
found the prevention techniques alone were significant and there is a relationship between the
detection of fraud and prevention techniques. The prevention techniques’ chi-square of 8.59 was
higher than the critical value of 3.84. The p-value was .003 which means 99.97% of the time
that prevention techniques showed a relationship between the detection of fraud and the use of
this technique. In the theoretical framework, Lowers (2013) explained the person committing
the fraud has the open door (opportunity) of trust to commit fraud and with the absence of

policies that the perpetrator would commit fraud. The person rationalizes a personal need and
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ignores ethics to commit fraud. When the organization has taught new employees about the
organizations stand on code of conduct, it sets the tone for higher ethical behavior (Giorgini et
al., 2015). Domanski (2016) reported that risk assessments are used to make changes to prevent
fraud, committee reviews fraud plans and fraud policies to make changes for prevention of fraud.
The best way to prevent something is to bring awareness through training and education as
discovered in North Carolina governmental agencies (Brewington, 2013), fraud training helps
with the detection of fraud once awareness is evident. Fraud prevention techniques are
statistically significant to show a relationship between the detection of fraud and those
techniques.

Summary of the Findings

Through surveying 109 NFPOs in South Carolina, the researcher gained insight into
fraud prevention and detection techniques used in the NFPOs. The survey data were useful in
answering the research questions on fraud detection and the use of fraud techniques through
statistical analysis.

The first research question was to gain insight if there is a relationship between the use of
all of the fraud detection and prevention techniques and the detection of fraud in NFPOs in South
Carolina. A combination of fraud prevention and detection techniques showed a statistically
significant relationship between the use of all of the techniques and the detection of fraud. When
fraud was detected, the NFPOs had techniques in place. The use of fraud techniques potential
increases the chances of preventing or quickly detecting fraud rather than having no techniques
in place.

The second research question was to gain insight if there is a relationship between the use

of detection techniques with the detection of fraud in NFPs in South Carolina. Detection
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techniques combined did show a statistically significant relationship between the use of those
techniques and the detection of fraud. There was enough statistical significance to show a
relationship that when fraud was detected fraud detection techniques alone were effective in the
prevention and quicker detection of fraud.

The last research question was to gain insight if there is a relationship between the use of
prevention techniques with the detection of fraud in NFPs in South Carolina. Fraud prevention
techniques combined showed a statistically significant relationship between the use of those
techniques and the detection of fraud. Fraud prevention techniques were in place when fraud
was detected.

Applications to Professional Practice

This study helps internal stakeholders in NFPOs realize that fraud prevention and
detection techniques combined show a statistically significant relationship with fraud detection.
When the techniques were in place, the fraud was detected. When a NFPO has the techniques in
place this will help prevent fraud and quickly detect current fraud. Fraud prevention and
detection techniques can improve business practices through understanding, awareness, training,
safeguards and plans, and policies.

Understanding of Fraud Consequences

When the techniques are in place, this study significantly shows that fraud is detected. If
no techniques are in place, the organizations risk fraud occurring and remaining undetected
which leads to monetary loss and could ruin their reputation (Archambeault et al., 2014). Fraud
also costs NFPOs loss of future donors because of the fraud allegations which inhibit the NFPO
from fulfilling the mission to help the unprivileged or hinder the ability to provide a service to

the needy (Perols, 2011). Since fraud continues to be an issue in the NFPOs, it is important to
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further study fraud and the techniques to prevent or detect fraud. As reported in 2014 (ACFE,
2014), typically organizations lose five percent of revenues due to fraud. As a result of this
study, the use of fraud prevention and detection techniques are important for NFPOs to detect
and prevent fraud.
Awareness of Fraud and Techniques

Through awareness of the fraud prevention and detection techniques, NFPOs can begin to
become aware of how powerful the techniques can be for their organizations. Internal control
review is reported to reduce the number of financial restatements/fraudulently reported financials
and having clear lines of duties with policy and procedures make a difference according to
leaders in PricewaterhouseCoopers, Hopgood Group, and other colleague CEO leaders (Lumb,
2017). This study also reiterates the importance of having a no-retaliation whistleblowing policy
and 1s important for NFPOs in South Carolina. McCarthy (2017) wrote about how important
fraud control policies are in health-care organizations (there were 11% NFP health organization
listed in the NFPOs surveyed in South Carolina). In this case (McCarthy, 2017), US law
enforcement charged 412 individuals in 30 US states for healthcare fraud involving over $1.3
billion. Policies show good governance and due diligence in bringing awareness to fraudulent
behavior (Lee, 2016). Prevention techniques such as fraud policies to educate and bring
awareness or detection technique such as whistle-blower policy both empower the employees to
detect and prevent fraud in the organization.

The lack of internal controls is one of the loopholes that enables fraudsters to avoid fraud
detection (Dellaportas, 2013; Mackevicius & Giriunas, 2013) and as a consequence internal
control is a topic that is widely studied. Whistle-blowing policy is helping to correct a wrong-

doing in an organization through reporting suspected fraud or theft (Redman & Caplan, 2015).
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As Morales et al. (2014) reported, effective fraud detection happened when the organizational
culture had code of conduct policies and the workers were aware of fraud as negative and
unacceptable behaviors. The pressure to commit fraud was lower, the integrity was higher and
lower rational to commit fraud. A combination of code of conduct, whistle-blower policies, and
in general fraud control policies should be combined to effectively prevent fraud (Moraga et al.,
2017; Minogue, 2013). When the policies are clear on fraud and ethics, the workers understand
what is expected. They also gain understanding with policies and codes of ethics to know what
is right and what is wrong. With this knowledge, the workers can spot wrong-doing and report
suspected fraud.
Training on Fraud Techniques in NFPOs

The place for NFPOs to start the process of utilizing fraud prevention and detection
techniques is through training. De Armond and Zack (2017) found it is important for NFPO
leadership and boards to take action by creating ethical environments and educating employees
and volunteers awareness of fraud through training. The stakeholders should combat fraud with
governance. The NFPOs should have training for internal stakeholders to understand fraud and
fraud risks to help with the elimination of the risks of fraud. De Armond and Zack (2017)
reiterated that NFPOs have to weigh the cost of fraud prevention and detection measures to
money spent on training. Employees can engage in workshop trainings on fraud and ethics to
bring more awareness. NFPOs build a reputation for helping the community and should engage
in education and learning to be due diligent as good stewards of donor’s donations. Training
helps the organization be more resilient to the threat of fraud and corruption and helps build
strong ethical organizations cultures (Brytting et al., 2011). Godkin and Valentine (2016) found

that ethics training helped individuals learn how to recognize unethical behavior and improved
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his/her own reasoning. Employees are trained when inducted into the organizations or had
online learning programs to help workers understand (Kelly et al., 2015) as well as the leadership
would go to workshops on ethics and values.
Fraud Theories and fraud Plans in Practice

If fraud prevention and detection techniques were implemented, the organizations would
have strong safeguards and plans to prevent fraud and quickly detect fraud. It is important to
study the reasoning behind fraud. Cressey (1953) found there is a common thread to fraud called
the Fraud Triangle. In theory, the fraudster had a motivation (pressure and incentive), an
opportunity to commit fraud, and a rationalization or neutral attitude that the action was not
criminal. The individual would circumvent the internal controls and commit fraud. Cognitive
Evaluation theory explains that an individual can have a social or external influence that can
contribute to their behavior and will contribute to that individual committing fraud (i.e., making
numbers look better than they are for personal reasons rather than just an ulterior motivation;
Connelly et al., 2017). With both theories and maybe a combination, the stakeholders need
guidance in prevention and detection of fraud. The stakeholders need to discover motivations,
eliminate opportunities, and educate the employees against rationalizing wrong-doing, and even
discovering individuals prone to commit fraud. Since theories exists, so does safeguard
techniques to prevent or detect fraud. Fraud risk registers exist to show what checklists or red
flags exist to prevent fraud through identifying key areas to reduce the likelihood of fraud
(Efrim-Boritz & Timoshenko, 2014). The hiring manager can use the check-lists of flags to
determine if the candidate is a risk. West (2014) reported a global fraud risk register for the
general public and this may not be widely known in South Carolina at this time. However, the

Association of Certified Fraud Examiners (ACFE, 2016) updates the online publicly reported list
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of red flags annually showing the red flags such as: living beyond means, financial difficulty,
unusually close association with vendor/customer, wheeler-dealer attitude, controlled issues
(unwillingness to share duties), divorce/family problems, irritability/suspiciousness (or
defensiveness), addition problems, complained about inadequate pay, no behavioral red flags,
refusal to take vacations, excessive pressure from within organization, past employment-related
problems, social isolation, past legal problems, excessive family/peer pressure for success,
complained about lack of authority, and instability in life circumstances.

Employers should also have fraud plans to prevent and detect fraud available for internal
stakeholders to review such as code of conducts that sets the tone for what behaviors the
employer wants to exhibit. Godkin and Valentine (2016) explored the prevention technique of
the use of codes of conduct/ethics policies that guides the organization’s duties, overall
principles, and expectations of ethical/appropriate behaviors. The code of conduct sets the
organization, norms, and values/morals. The use of code of conduct reduces misconduct and
improves transparency in preventing unethical practices (Bromley & Orchard, 2016). Setting the
standards and guidelines for the organization seem to show much significance in the ethical tone
and prevention of fraud. Through having a plan, this shows due diligence that ethics have been
thought out and fraud is not acceptable in the organization. When the organization shows a no-
tolerance for unethical behaviors, this helps to show the public the organization had the public’s
good intentions with the donations.

Fraud Policies in NFPOs

When the internal stakeholders gain understanding and training on fraud, the internal

stakeholders need to have policies that reinforce the fraud prevention and detection techniques.

Fraud control policy can encompass several ideas for NFPOs. If the proper policies are in place,
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the internal controls were stronger and it was clearer to understanding the overall organizational
mission (Maguire, 2014). Fraud risk assessment is a tool that committees or managers can use to
review programs and events to brainstorm potential fraud risks to lead to policies (Domanski,
2016). Policies such as whistle-blower policy help allow an internal stakeholder to correct a
wrong-doing in an organization by reporting the fraud (Redman & Caplan, 2015). The
organizational culture can set the tone for ethical or unethical behavior. The donors give money
to help the NFPO supply the need or provide the service to the community. The NFPO should
have a code of conduct and ethics that is very clear to the donor that the organizational stand is
for the stewardship of their donation and helping the community flourish by providing the
service or need.
Biblical Applications

Humans should be stewards of God’s creation. However, individuals are by nature sinful
and are disobedient to God’s will (Van Duzer, 2010). In Deuteronomy, the Bible explains that
defrauding is wrong. “You shall not have in your bag differing weights, a large and a small.
You shall have a full and just weight; you shall a full and just measure, that your days may be
prolonged...” Deuteronomy 25: 13 -16 ESV. “A false balance is an abomination to the Lord, but
a just weight is His delight” Proverbs 11:1 ESV. “Differing weights and differing measures,
both of them are abominable to the Lord” Proverbs 20:10 ESV. “Is there yet a man in the
wicked house, along with treasures of wickedness and a short measure that is cursed? Can I
justify wicked scales and a bag of deceptive weights?”” Micah 6: 10-11 ESV. Clearly the Bible

gives direct proof that fraud is not acceptable.
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Recommendations for Action

Fraud prevention and detection techniques shows statistically significant relationship to
fraud detection. All internal stakeholders of NFPOs will be impacted as a result of this study.
The employees and volunteers will be directly impacted and will need awareness and training.
The board and committees will be impacted and should have awareness and training. The public
will be impacted because this will help organizational leaders be good stewards of their
donations. The communities and people the organization serve will be positively impacted
because the organization will continue to provide the goods or service to the community.

Awareness and Training

The first recommendation is that internal stakeholders should start with awareness and
training. The internal stakeholders may not be aware of what and how fraud occurs. The NFPO
should develop a training and awareness program for internal stakeholders. Kelly et al.’s (2015)
observed that anti-corruption (ethics) training helped decrease fraud risks. They found fewer
incidences of corruption when the workers had training. Even the executives had more
workshops on ethics and values, which set the tone at the top to have ethical behavior and
display ethical practices, and influenced internal stakeholders. Carswell et al. (2014) reported
that some organization hire professionals to conduct formal training. This can also be
implemented when the employee, board members, or volunteers start working for the NFPO,
they should have a training manual or even a video of the organization’s mission. As Lumb
(2017) interviewed leaders, the training manuals should be tailored to the specific business and
should be understandable to non-accountants. The manual should be integrated with internal

controls to monitor compliance and communicated with auditors.
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Since NFPOs are created to serve the public with a need or service to help the
community, the NFPO should also have high integrity. The training video can include basic
training on fraud/theft awareness such as cash theft, asset/inventory theft, and fraudulent
activities specific to the industry such as insurance claims for Medicaid in the health industry for
internal stakeholders to understand (Salceanu, 2014; Lowers, 2013). Also, the internal
stakeholders should have fraud awareness workshops where the leader/director or board member
can show videos on fraud and have discussion on the types of fraud and how fraud can occur.

Strong Policies and Procedures

Another recommendation is to have strong policies and procedures in place. When the
workers know what to expect, they will also know what to notice if something is wrong (Okonta
& Rossouw, 2014). The policies should help make clear that they require an ethical climate. If
there are clear policies, the workers will know when something is not correct and the workers
will potentially know if there is wrong-doing. The procedures show processes and steps on what
should be happening in the organization and as Lee (2016) unfolded NFPOs that have clearly
written procedures have better controls over fraud. The NFPO need to develop good policies and
procedures for the internal stakeholders. This can be implemented by drafting the policies
through the governing board and verified either by an accountant or human resource professional
and this was the responsibility of the leadership (Copcinschi et al., 2016). The policies should
clearly state code of conduct to set the ethical tone for the organization. The policies should
express no tolerance for unethical practices. The procedures would be drafted by the internal
staff who can give a step by step of day-to-day processes in the office from who checks the mail,
who processes the mail and makes deposits, to who goes to the bank and deposits the funds, and

returning the deposit remittal to the accounting office because the stakeholders should have an
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active role in helping safeguard the NFPO (Bradley, 2015). The internal procedures will be
reviewed by the board for any inconsistencies or weaknesses in the internal controls (Copcinschi
et al., 2016). The policies should be provided to new workers and procedures given with the job
descriptions. Supervisors, manager, human resources, internal stakeholders and board members
would have copies of both policies and procedures.
Assessments and Reviews

Another recommendation is to have fraud risk assessments and internal reviews. The
potential risks need addressed and reduce the chances of fraud and prevent fraud. The NFPO
need to develop a risk assessment control for internal stakeholders. This can be implemented
when the workers meet to review the procedures, this would be a good time to assess the fraud
risk and weaknesses in the internal controls. The assessments can be done by internal or external
audit or committees (Brazel et al., 2015). When reducing the errors and eliminating fraud, the
workers who do the day-to-day work need to work through the processes of the day to identify
risk areas (Bradley, 2015). The identified risks should be presented and the workers should be
empowered to give suggestions to reduce this fraud risk. The workers will brainstorm the
processes and discuss as a team. If the risks are identified then, the group needs to decide if
policy should be analyzed. The board would take the identified risks and implement changes to
the policies and procedures.

Fraud Control Plans

A last recommendation is to develop a fraud control plan to deal with situations as they
happen (Domanski, 2016). This can be implemented when developing a whistle-blower policy
and fraud control plan clearly understood by internal stakeholders. A whistle-blower policy is

important for workers to know that if they suspect fraud that the workers can call a board
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member with the concern and that the worker’s report is anonymous (Morales et al., 2014). The
board president information should be available as part of the employee’s contact information
given. When fraud was detected, the organization should have a fraud control plan (Lord,
Miller, & Mclaughlin, 2015). The plan would tier upon the severity of the fraud or theft. For
example, if a case of water is missing, the report should be internal and the managers should
review the records and note the incident. However, if there is payroll fraud, this should be
reported to the board president and reported to the authorities. The plan will be how to handle
this fraud and maintaining the reputation of the organization. If the incident is small, the
publicity would be low. However, if the incident is huge, then the organization will want to
present all the safe-guards that were given through fraud training, policies that prohibited
unethical behaviors, and reiterate the mission.
Recommendations for Further Study

One recommendation for further study is to target a segmented industry of NFPOs. This
research showed eight different industries. Other research can study just health NFPOs or only
social or education organizations. Certain nonprofit was not included in this study such as
international foreign affairs. Also, the type of fraud can be analyzed such as Capelleveen et al.’s
(2016) study of US health care and collusion with around $700 billion dollars results from fraud.
Studying segmented types of NFPOs would be important to find out if other types of NFPOs
used fraud prevention and detection techniques and if those types of NFPs would have fraud
detected while using the techniques to add more insight into what techniques are most effective
in detecting fraud. Perhaps, there will be some insight into gaps in the different industries and

the detection of fraud. Perhaps, there will be a certain type of fraud that will need further study
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into why that’s a fraud issue in those industries. Even the results of the study will be different in
the different types of industries in NFPOs.

Similar studies were conducted in Australia and New Zealand. Other US states or regions
can be studied to compare the results to see if prevention or detection techniques are more
prevalent. Other areas may show no fraud prevention and detection techniques were statistically
significant with the detection of fraud. Other areas may find specific fraud techniques
statistically significant and lead to further insight into the issue of fraud in NFPOs. If the study
can be conducted in other areas, this may lead to more awareness and more insights into the
study of fraud. Other area may have a larger concentration of NFPOs that are willing to do
multiple studies over several years to gather further insight into the issue of fraud and the
effectiveness of fraud prevention and detection techniques.

Reflections

The researcher found it was difficult to get surveys completed and returned in a timely
manner. The researcher also found the state of South Carolina does not list email addresses of
NFPOs, which took a lot of time to search for the leader’s email addresses online. The state does
provide mailing addresses for regions in South Carolina for a fee, although mailing would have
been a slower response time rather than digital. However, mailing would have been more formal
and perhaps had a better reception.

The researcher had a preconception that organizations would not report fraud detection.
Since this was anonymous, the organizations felt more comfortable to accurately report fraud. It
was helpful for the organizations to report accurately, so this could lead to further research on

how to prevent fraud and detect fraud more quickly.
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The results did surprise the researcher on how low the p-values were. This shows strong
significance in the relationship between the use of the fraud prevention and detection techniques
and the detection of fraud. The researcher expected it to be significant with levels close to 0.05
and all the p-values were below 0.04.

Humans should do good work bringing glory to God, “For we are his workmanship,
created in Christ Jesus for good works, which God prepared beforehand, that we should walk in
them” Ephesians 2:10 ESV. Committing fraud can directly hinder God’s will to do good work
since the mission of most NFPOs is to help others with charity work. Fraud hinders the mission.
“The integrity of the upright guides them, but the unfaithful are destroyed by their duplicity”
Proverbs 11:3 NIV.

Summary and Study Conclusions

The fraud prevention and detection techniques were examined in three groups. The
combined fraud prevention and detection techniques group include fraud risk assessment, fraud
risk register, code of conduct, fraud assessment training, fraud control plan, whistle-blower
policy, internal control review, and fraud control policy. The combined detection techniques
group included whistle-blower policy and internal control review. The combined prevention
techniques group included fraud risk assessment, fraud risk register, code of conduct, fraud
assessment training, fraud control plan, and fraud control policy. This researcher found that the
relationship between the use of all of the prevention and detection techniques and fraud detection
were statistically significant in NFPOs in South Carolina. When fraud was detected, the NFPOs
had techniques in place. The use of fraud techniques potential increases the chances of
preventing or quickly detecting fraud rather than having no techniques in place. Also, the

researcher found the relationship between prevention techniques as a group and fraud detection
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was statistically significant in NFPOs in South Carolina. Fraud prevention techniques were in
place when fraud was detected. Also, the researcher found there was a statistically significant
relationship between the use of detection techniques as a group and the detection of fraud. There
was enough statistical significance to show a relationship that when fraud was detected that fraud
detection techniques were effective in the prevention and quicker detection of fraud. In
summary of the findings, fraud prevention and detection techniques combined show strong
statistical significant as well as fraud prevention or fraud detection techniques. Those techniques
indicate there is a relationship with the all of the techniques and are effective in the detection of
fraud.

Previous studies indicated internal stakeholders in NFPOs did not understand fraud
prevention and detection techniques and lacked the education to detect fraud (Best et al., 2015:
Udeh, 2012). In this study, the results indicated the NFPOs in South Carolina had fraud detected
used the techniques which demonstrates a level of understanding prevention and detection
techniques. Fifty-two percent of the South Carolina NFPOs in this study who had no reported
fraud also indicated they did not use any fraud detection techniques. This could be problematic
since roughly 86 percent of NFPOs with detected fraud were using fraud detection techniques.
This may indicate there is potential of undetected frauds in some NFPOs included in the study
because they are not using any of the fraud prevention or detection techniques.

NFPOs serve marginalized and disadvantaged groups of individuals in which fraud
would hinder the mission such as building home in impoverished areas or combating a health
crisis (Gamble & Beer, 2017). NFPOs also have limited funds and rely on donors and fraud
would tarnish the reputation and the NFPOs would lose donors and greatly impact the

organization’s ability to fulfill the mission (Archambeault et al., 2014). The initial focus of this
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study was to gain insight into the problem of internal stakeholders preventing or detecting fraud
in NFPOs in South Carolina. The purpose of this study did show that using the quantitative
correlational study that internal stakeholders in NFPOs in South Carolina effectively use fraud
detection and prevention techniques and detected fraud.

NFPOs are particularly vulnerable to fraud and the average loss in 2014 was over
$100,000 on average (Giovino, 2014). In 2015, Bradley, 2015 reported millions of dollars were
stolen from American Medical Colleges and thousands of dollars from a charity in Ohio their
study. In this study in South Carolina, the average loss was over $1,000 minimum and average
maximum loss was over $5,000. So, the take away from this is that fraud losses are high and the
NFPOs suffer from these losses. Further research in this area is needed to combat the issue of
fraud in NFPOs.

If fraud prevention and detection techniques were implemented, the organizations would
have strong safeguards and plans to prevent fraud and quickly detect fraud. It is important to
study the reasoning behind fraud. The Fraud Triangle, Cressey (1953) found that there is a
common thread to fraud. The person commits the fraud has a motivation (pressure and
incentive), an opportunity to commit fraud, and a rationalization or neutral attitude that the action
was not criminal. The individual would circumvent the internal controls and commit fraud.
Strong internal controls are very important as well as the other fraud prevention and detection
techniques to safeguard the donor’s contributions to the mission (Borba & Wuerges, 2014).

The stakeholders need guidance in prevention and detection of fraud. The stakeholders need to
discover motivations, eliminate opportunities, and educate the employees against rationalizing

wrong-doing, and even discovering intrinsic individuals prone to commit fraud.
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Researchers agreed NFPOs were vulnerable to fraud (Andres-Alonso et al., 2016;
Clemenson & Sellers, 2013). The focus of research has shifted toward better understanding that
leaders, management, and board members or stakeholders in general were responsible for
financial situations of the organizations (Clemenson & Sellers, 2013). This study showed that
clearly written policies help organizations with preventing and detecting fraud. This study
helped internal stakeholders understand the holistic aspects of fraud. If the techniques are used,
the culture can be swayed toward ethical practices and the training/awareness of fraud help to
reduce the opportunities because the safeguards are in place. The use of the fraud prevention and
detection techniques can lead to fraud prevent and lead to quicker detection of fraud through

awareness and education.



117

References

Adena, M. (2016). Nonprofit organizations, free media and donor’s trust. Journal of Economics,
118(3), 239-263. doi: 10.1007/s00712-016-0477-5

Adetiloye, K. A., Olokoyo, F. O., & Taiwo, J. N. (2016). Fraud prevention and internal control in
the Nigerian banking system. International Journal of Economics and Financial Issues,
6(3).

Aleem, A., Brooks, G., & Button, M. (2016). Just about everybody doing the business?
Explaining ‘cash-for-crash’ insurance fraud in the United Kingdom. Australian & New
Zealand Journal of Criminology, 50(2), 176-194. doi: 10.1177/004865816638910

Allen, M. (2017). The sage encyclopedia of communication research methods (Vols. 1-4).
Thousand Oaks, CA: Sage. doi: 10.4135/9781483381411

Allik, J., De Vries, R., & Realo, A. (2016). Using personality item characteristics to predict
single-item internal reliability retest reliability, and self-other agreement. European
Journal of Personality, 30(6), 618-636. doi: 10.1002/per2083

Alex, T. C., & Carrigan, M. D. (2015). Recovery from ethical lapses in American business:
TYCO. International Journal of Arts & Sciences, 8(5), 529-536.

American Institute of Certified Public Accountants (AICPA). 2007. Retrieved from
https://www.aicpa.org/Research/Standards/AuditAttest/DownloadableDocuments/AU-
00316.pdf

Anderson, B. C. (2007). Training programs for non-profit organizations. Studying how best to
meet their learning needs (Order No. MR34795). Available from Accounting & Tax.
(304700079). Retrieved from http://ezproxy.liberty.edu:2048/login?url=http

://search.proquest.com/docview/304700079?accountid=12085



118

Anderson, M. J., & Whitcomb, P. J. (2016). DOE simplified: practical tools for effective
experimentation. Boca Raton, FL: CRC Press.

Andon, P., Free, C., & Scard, B. (2015). Pathways to accountant fraud: Australian evidence and
analysis. Accounting Research Journal, 28(1), 10-44.

Andrade, J., Hamza, K. M., & Duarte, M. X. (2017). Business ethics: International analysis of
codes of ethics and conduct. REMark, 16(1), 1.

Andres-Alonso, P., Garcia-Rodriguez, 1., Romero-Merino, M., & Voluntas, M. (2016).
Disentangling the financial vulnerability of Nonprofits. International Journal of
Voluntary and Nonprofit Organizations, 27(6), 2539-2360. doi: 10.1007
/s11266-016-9764-6

Archambeault, D., Greenlee, J., & Webber, S. (2014). Fraud and corrupt in U. S. nonprofit
entities. Nonprofit and Voluntary Sector Quarterly, 44(6), 1194-1224. doi:
10.1177/0899764014555987

Arshad, R. Asyiquin, W. A., Bakar, N. A., & Razali W. M. (2015). Catch the ‘warning
signals’: The fight against fraud and abuse in non-profit organizations. Procedia
Economics and Finance, 28(15), 114-120. doi: 10.1016/S2212-5671(15)01089-8

Aspinwall, L., Brown, T., & Tabery, J. (2016). Understanding validity in empirical legal
research: The case for Methodological pluralism in assessing the impact of science in
court. Hasting Law Journal, 67(4), 1067.

Association of Certified Fraud Examiners. (2014 ). Report to the Nation on Occupational Fraud
and Abuse. Retrieved from https://www.acfe.com/rttn/docs/2014-report-to-nations.pdf.

Association of Certified Fraud Examiners. (2016). Report to the nations on occupational fraud

and abuse. Retrieved from http://www.acfe.com/rttn2016/perpetrators/red-flags.aspx.



119

Association of Certified Fraud Examiners. (2017). What is Fraud. Retrieved from
http://www.acfe.com/fraud-101.aspx (accessed July 29, 2017).

Atinc, G., Becker, T. E., Breaugh, J. A., Carlson, K. D., Edwards, J. R., & Spector, P. E. (2016).
Statistical control in correlational studies: 10 essential recommendations for
organizational reserachers. Journal of Organizational Behavior, 37(2),

157-167. doi: 10.1002/j0b.2053

Baca, S. B. (2013). Quantitative study of nonprofit fundraising expenses reported by nonprofit
corporations in Ventura, California (Order No. 3576423). Available from ProQuest
Central; ProQuest Dissertations & Theses Global. (1466003213). Retrieved from
http://ezproxy.liberty.edu/login?url=https://search-proquest-com.ezproxy
Jiberty.edu/docview/1466003213?accountid=12085

Bang, H., Reio Jr, T. G., & Ross, S. (2013). From motivation to organizational commitment of
volunteers in non-profit sport organizations: The role of job satisfaction. Journal of
Management Development, 32(1), 96-112. doi: 10.1108/02621711311287044

BDO. (2012). Not-for-profit fraud survey 2012 in Howard, A.P. and Best, J (Eds), BDO Not-
for-Profit Survey 2012, BDO, Brisbane, AU.

Bernauer, J. A., & O'Dwyer, L. M. (2013). Quantitative research for the qualitative researcher.
Thousand Oaks, CA: Sage.

Bernstein, R. S., Hamilton, J. B., & Slatten, L. A. D. (2015). Understanding donor intent: Legal
and ethical lessons from a religious nonprofit. Journal of Leadership, Accountability and
Ethics, 12(4), 45-58.

Best, P., Kummer, T., & Singh, K. (2015). The effectiveness of fraud detection techniques in

not-for-profit organizations. Managerial Auditing Journal, 30(4), 435-455.



120

Best, P., Mula, J., & Singh, K. (2013). Automating vendor fraud detection in enterprise
systems. The Journal of Digital Forensics, Security and Law: JDFSL, 8(2), 7-42.
doi: 10.1108/174391312112612884057

Bierstaker, J. L., Brody, R. G., & Pacini, C. (2006). Accountants' perceptions regarding fraud
detection and prevention methods. Managerial Auditing Journal, 21(5), 520-535. doi:
10.1108/02686900610667283

Bland, M. (2015). 4n introduction to medical statistics. Oxford, UK: Oxford University Press.

Blaskovic, B., & Slijepcevic, S. (2014). Statistical detection of fraud in the reporting
of Croatian public companies. Financial Theory and Practice, 38(1), 81-96.

Borba, J. A., & Wuerges, A. F. E. (2014). Accounting fraud: An estimation of detection
probability/Fraudescontabeis: Uma estimativa da probabilidade de deteccao
/Fraudescontables: Unaestimacion de la probabilidad de deteccion.

RevistaBrasileira De GestaoDe Negocios, 16(52), 466-483.

Borry, E. L. (2017). Ethical climate and rule bending: How organizational norms contribute to
unintended rule consequences. Public Administration, 95, 78-96. doi:
10.1111/padm.12304

Boyle, D. M., DeZoort, T. F., & Hermanson, D. R. (2015). The effect of alternative fraud model
use on auditors’ fraud risk judgments. Journal of Accounting and Public Policy, 34(6),
578-596. Doi: 10.1016/j.jaccpubpol.2015.05.006

Bradley, J. M. (2015). Empowering employees to prevent fraud in nonprofit
organizations. Cardozo Public Law, Policy and Ethics Journal, 13(3), 711-738.

Bradt, J., Burns, D. S., & Creswell, J. W. (2013). Mixed methods research in music therapy

research. Journal of Music Therapy, 50(2), 123-48.



121

Brazel, J. F., Jones, K. L., Thayer, J., & Warne, R. C. (2015). Understanding investor perceptions
of financial statement fraud and their use of red flags: Evidence from the field. Review of
Accounting Studies, 20(4), 1373-1406. doi: 10.1007/s11142-015-9326-y

Brewington, G. F. (2013). Impact of accounting standards, laws, and best practices on fraud in
local governments (Order No. 3599368). Available from ProQuest Central; ProQuest
Dissertations & Theses Global. (1462053435). Retrieved from http://ezproxy.liberty
.edu/login?url=https://search-proquest-com.ezproxy.liberty.edu/docview
/1462053435?accountid=12085

Brink, A. G., & Gao, L. (2017). Whistleblowing studies in accounting research: A review of
experimental studies on the determinants of whistleblowing. Journal of Accounting
Literature, 38, 1-13. doi: 10.1016/j.acclit.2017.05.001

Bromley, P., & Orchard, C. D. (2016). Managed morality: The rise of professional codes of
conduct in the US nonprofit sector. Nonprofit and Voluntary Sector Quarterly, 45(2),
351-374. doi: 10.1177/0899764015584062

Brudney, J., & Nezhina, T. (2012). Unintended? The effects of adoption of the Sarbanes-Oxley
Act on nonprofit organizations. Nonprofit Management and Leadership, 22(3), 321-346.
doi: 10.1002nml.20057

Bryman, A., Futing Liao, T., & Lewis-Beck, M. S. (2004). The SAGE encyclopedia of social
science research methods. Thousand Oaks, CA: Sage. doi: 10.4135/9781412950589

Brytting, T., Minogue, R., & Morino, V. (2011). The anatomy of fraud and corruption:
Organizational causes and remedies. Farnham, UK: Gower Publishing, Ltd.

Burns, S., & Roberts, L. (2013). Applying the theory of planned behavior to predicting online



122

safety behavior. Crime Prevention and Community Safety, 15(1), 48-64. doi:
10.1057/cpcs.2012.13

Byrne, D. (2017). Data analysis and interpretation. Checklist: What software should I ue?
Project Planner. doi: 10.4135/9781526408570.

Cali, J., & Marshall, L. L. (2015). They protect us from computer fraud: Who protects us from
them? SafeNet, Inc..: A Case of Fraudulent Financial Reporting. Issues in Accounting
Education, 30(4), 353-372. doi: 10.2308/iace-51120

Caneghem, T. V., Reheul, A. M., & Verbreggen, S. (2012). Financial reporting lags in the non-
profit sector: An empirical analysis. International Journal of Voluntary and Nonprofit
Organizations, 25(2), 352-377. doi: 10.1007/s11266-012-9344-3

Capelleveen, G., Hillegersberg, J., Mueller, R., Poel, M., & Thornton, D. (2016). Outlier
detection in healthcare fraud: A case study in the Medicaid dental domain. International
Journal of Accounting Information System, 21, 18-31. doi: 10.1016/j.accinf.2016.04.001

Carmines, E. G., & Zeller, R. A. (1979). Reliability and validity assessment (Vol. 17). Thousand
Oaks, CA: Sage.

Carpenter, T., Jones, K., Riley, R., & Trompeter, G. (2014). Insights for research and practice:
What we learn about fraud from other disciplines. Accounting Horizons, 28(4), 769-804.
doi: 10.2308/acch-50816

Carswell, A., Seay, M., Wilmarth, M., & Zimmerman, L. (2014). Exploring HECM counselors’
fraud awareness and training. Journal of Financial Crime, 21(4), 484-494. doi:
10.1108/JFC-03-2013-0020

Carver, C. L., Gistinger, M. A., & Klein, S. C. (2015). What’s under your bed? A fundraising

fiasco. Journal of Educational Leadership, 18(2), 157-166. doi: 10.1177/1555



123

Chae, S., Choi, T. Y., & Hur, D. (2017). Buyer power and supplier relationship commitment: A
cognitive evaluation theory perspective. Journal of Supply Chain Management, 53(2),
39-60.

Chang, W., Ishida, C., & Taylor, S. (2016). Moral intensity, moral awareness and ethical
predispositions: The case of insurance fraud. Journal of Financial Services Marketing,
21(1),4-18. doi: 10.1057/fsm.2015.26

Chiu, A., Huang, S., Lin, C., & Yen, D. (2015). Detecting the financial statement fraud: The
analysis of the differences between data mining techniques and experts’ judgments.
Knowledge-Based Systems, 89, 459-470. doi: 10.1016/j.knosys.2015.08.011

Clark, S., Harrington, K., Miller, M., & Wolf, E. (2013). Sample size requirements for structural
equation models: An evaluation of power, bias, and solution propriety. Educational and
Psychological Measurement, 73(6), 913-934. doi: 10.1177/0013164413495237

Clarnette, R. M., Ryan, J. P., O'Herlihy, E., Svendrovski, A., Cornally, N., O'Caoimh, R., ... &
Molloy, D. W. (2015). The Community Assessment of Risk Instrument: Investigation of
Inter-Rater Reliability of an Instrument Measuring Risk of Adverse Outcomes. The
Journal of Frailty & Aging, 4(2), 80-89.

Clemenson, B., & Sellers, R. (2013). Hull House: An autopsy of not-for-profit financial
accountability. Journal of Accounting Education, 31(3), 252-293. doi:
10.1016/j.jaccedu.2013.07.002

Coman, D., Coman, M., & Horga, M. (2014). Information technology for fraud
detection. Valahian Journal of Economic Studies, 5(3), 85-92.

Comiskey, C., Curtis, E. A., & Dempsey, O. (2016). Importance and use of correlational

research. Nurse Researcher (2014+), 23(6), 20. doi: 10.7748/nr.2016.e1382



124

Connelly, B., Hoskisson, R., & Shi, W. (2017). External corporate governance and financial
fraud: Cognitive evaluation theory insights on agency theory prescriptions. Strategic
Management Journal, 38, 6. doi: 10.1002/sm;j.2560

Considine, M., O'Sullivan, S., & Nguyen, P. (2014). Governance, boards of directors and the
impact of contracting on not-for-profit organizations — An Australian study. Social Policy
& Administration, 48(2), 169-187. doi: 10.1111/spol.12055

Copcinschi, L., Laceanu, A., Luschi, C., & Munteanu, V. (2016). Internal audit — determinant
factor in preventing and detecting fraud related activity to public entities financial
accounting. Knowledge Horizons Economics, 8(2), 14-21.

Corder, G. W., & Foreman, D. 1. (2014). Nonparametric statistics: A step-by-step approach.
Hoboken, NJ: John Wiley & Sons.

Cox, S. R., Kim, J. Y., & Roden, D. M. (2016). The fraud triangle as a predictor of corporate
fraud. Academy of Accounting and Financial Studies Journal, 20(1), 80-92.

Cressey, D. (1953). Other people's money, a study of the social psychology of
embezzlement. New York, NY: Free Press.

Cressey, D., & Sutherland, E. (1970). Criminology (8" ed.). Philadelphia, PA: Lippincott.

Creswell, J. (2014). Research design: Qualitative, quantitative, and mixed methods
approaches (3™ ed.). Thousand Oaks, CA: Sage.

Creswell, J., & Poth, C. (2013). Qualitative Inquiry & Research Design: Choosing Among Five
Approache (3™ ed.). Thousand Oaks, CA: Sage.

Cruz, R. F., & Tantia, J. F. (2017). Reading and understanding qualitative research. American
Journal of Dance Therapy, 39, 79. doi: 10.1007/s10465-016-9219-z

Dahiru, T. (2008). P-value, a true test of statistical significance? A cautionary note. Annals of



125

Ibadan Postgraduate Medicine, 6(1), 21-26.

De Armond, L., & Zack, G. (2017, Oct). Assess your organization's vulnerability to
fraud. Nonprofit World, 35, 20-21.

Dellaportas, S. (2013). Conversations with inmate accountants: Motivation, opportunity and the
fraud triangle. Accounting Forum, 37(1), 29-39. doi: 10.1016.j.accfor.2012.09.003

Deloitte. (2014). Retrieved from https://www2.deloitte.com/content/dam/Deloitte/in/Documents
/finance/in-finance-annual-fraud-survey-noexp.pdf

De Vaus, D. (2013). Surveys in social research. New York, NY: Routledge.

Dolnicar, S., Leisch, F., & Randle, M. (2013). Competition or collaboration? The effect of non-
profit brand image on volunteer recruitment strategy. Journal of Brand Management,
20(8), 689-704. doi: 10.1057/bm.2013.9

Domanski, J. (2016). Risk categories and risk management processes in nonprofit
organizations. Foundations of Management, 8(1), 227-242. doi: 10.1515/fman-2016-0018

Domino, M. A., Wingreen, S. C., & Blanton, J. E. (2015). Social cognitive theory: The
antecedents and effects of ethical climate fit on organizational attitudes of corporate
accounting professionals--A reflection of client narcissism and fraud attitude risk.
Journal of Business Ethics, 131(2), 453-467. doi: 10.1007/s10551-014-2210-z

Duska, R. F., Duska, B. S., & Ragatz, J. (2011). Accounting ethics. Chichester, NY:
Wiley-Blackwell.

Eaton, T. V., & Korach, S. (2016). A criminological profile of white-collar crime. Journal of
Applied Business Research, 32(1), 129.

Efrim-Boritz, J., & Timoshenko, L. M. (2014). On the use of checklists in auditing: A

commentary. Current Issues in Auditing, 8(1), C1-C25. doi: 10.2308/ciia-50741



126

Elam, R. G., Lewis, J., &. Ritchie, J. (2013). Selecting samples. Qualitative research practice: A
Guide for Social Science Students and Researchers, 111.

Enderle, G. (2015). Exploring and Conceptualizing International Business Ethics. Journal Of
Business Ethics, 127(4), 723-735. doi: 10.1007/s10551-014-2182-z

Espina, M. 1., & Viader, A. M. (2014). Are not-for-profits learning from for-profit-
organizations? A look into governance. Corporate Governance, 14(1), 1-14. doi:
10.1108/CG-11-2012-0083

Euwema, K., & Smith, L. (2015). Not-for-profit financial reporting headed for a
change. Journal of Accountancy, 220(1), 42-47.

Ewelt-Knauer, C., Knauer, T., & Lachmann, M. J. (2015). Fraud characteristics and their
effects on shareholder wealth. Journal of Business Economics, 85(9), 1011-1047. doi:
10.1007/s11573-015-0773-5

Felix, R., Gaynor, G., Pevzner, M., & Williams, J. L. (2017). Societal trust and the economic
behavior of nonprofit organizations. Advances in Accounting, 39, 21-31.

Ferreiro, T. (2012, May). Can your organization afford to lose $100,000? Nonprofit World, 30,
18-20.

Fisher, R. A. (1925). Statistical methods for research workers. Edinburgh, UK: Oliver and
Boyd.

Flaviu, A. H., & Gregory R. H. (2016). Introduction to the special issue: Advances in
quantitative methods to further research in education and educational
psychology. Educational Psychologist, 51(3-4), 301-304. doi:
10.1080/00461520.2016.1208750

Fortvingler, J., & Szivés, L. (2016). Different approaches to fraud risk assessment and their



127

implications on audit planning. Periodica Polytechnica.Social and Management
Sciences, 24(2), 102-112. doi: 10.3311/PPs0.8436

Free, C. (2015). Looking through the fraud triangle: A review and call for new
directions. Meditari Accountancy Research, 23(2), 175-196.

Free, C., & Murphy, P. R. (2016). Broadening the fraud triangle: Instrumental climate and fraud.
Behavioral Research in Accounting, 28(1), 41-56. doi: 10.2308/bria-51083

Gamble, E. N., & Beer, H. A. J. (2017). Spiritually informed not-for-profit performance
measurement. Journal of Business Ethics, 141(3), 451-468. doi: 10.1007/s10551-015-
2682-5

Garbou, A., Halbouni, S., & Obeid, N. (2016). Corporate governance and information
technology in fraud prevention and detection: Evidence from the UAE. Managerial
Auditing Journal, 31(6/7), 589-628. doi: 10.1108/MAJ-02-2015-1163

Gast, D. L., & Ledford, J. R. (Eds.). (2014). Single case research methodology: Applications in
special education and behavioral sciences. New York, NY: Routledge.

Gayle, P., Harrison, T., & Thornton, J. (2017). Entry, donor market size, and competitive
conduct among nonprofit firms. International Journal of Industrial Organization, 50,
294-318. doi: 10.1016/j.ijindorg.2016.10.003

Gentenaar, K., & Solomon, S. (2015). Four steps to manage vendors and reduce fraud. Nonprofit
World, 33(1), 26-28.

Ghosh, K. (2015). Benevolent leadership in not-for-profit organizations. Leadership &
Organization Development Journal, 36(5), 592-611. doi: 10.1108/lodj-12-2013-0164.

Gill, J. (2011). The insignificance of null hypothesis significance testing. /n W. P. Vogt



128

(Ed.), SAGE quantitative research methods (pp. 648-674). Thousand Oaks, CA: Sage.
doi: 10.4135/9780857028228

Giovino, C. J. (2014). Reduce your risk of occupational crime. Nonprofit World, 32, 14-15.

Giorgini, V., Mecca, J. T., Gibson, C., Medeiros, K., Mumford, M. D., Connelly, S., &
Devenport, L. D. (2015). Researcher perceptions of ethical guidelines and codes of
conduct. Accountability in Research: Policies & Quality Assurance, 22(3), 123-138.
doi: 10.1080/08989621.2014.955607

Goldstein, D. (2015). Occupational fraud: Misappropriation of assets by an employee. Journal of
the International Academy for Case Studies, 21(6), 125-129.

Godkin, L., & Valentine, S. (2016). Ethics policies, perceived social responsibility, and positive
work attitude. Irish Journal of Management, 35(2), 114-128. doi: 10.1515/ijm-2016-0013

Goertzen, M. J. (2017). Introduction to quantitative research and data. Library Technology
Reports, 53(4), 12-18.

Graycar, A., & Lenz, P. J. (2016) ‘Stealing from the boss: Who is looking?’, Journal of
Financial Crime, 23(3), 613-623. doi: 10.1108/jfc-09-2015-0053.

Greiling, D., Harris, M., & Stanley, R. (2016). Accountability in non-profit organization
introduction to the symposium. Public Administration Quarterly, 40(2), 212.

Grimmer, T., & Lippman, E. J. (2016). Transparency and accountability for bequests: The case
of long island college hospital. Journal of Leadership, Accountability and Ethics, 13(3),
28-35.

Gupta P., & Gupta, S. (2015). Corporate frauds in India — perceptions and emerging
issues. Journal of Financial Crime, 22(1), 79-103. doi: 10.1108/JFC-07-2013-0045

Gyoo Kang, B., Edum-Fotwe, F., Price, A., & Thorpe, T. (2014). The application of causality to



129

construction business ethics. Social Responsibility Journal, 10(3), 550-568.

Hamilton, J. B., & Slatten, L. A. D. (2013). A nonprofit's practical guide to resolving ethical
questions. Journal of Applied Management and Entrepreneurship, 18(2), 39-58.

Hardy, M. C. (2016). Drafting an effective ethical code of conduct for professional societies:
A practical guide. Administrative Sciences, 6(4), 16. doi: 10.3390/admsci6040016.

Hashmi, A., & Joseph, G. (2018). Legitimacy and institutionalization of code of conduct: The
management of business ethics. In Research on Professional Responsibility and Ethics in
Accounting (pp. 53-82). West Yorkshire, UK: Emerald Publishing.

Hess, A., & Hess, J. (2017). Understanding tests of the association of categorical variables: the
Pearson chi-square test and Fisher’s exact test. Transfusion, 57(4), 1537-2995. doi:
10.1111/trf. 14057

Holcomb, Z. C. (2016). Fundamentals of descriptive statistics. New York, NY: Routledge.

Hollow, M. (2014). Money, morals and motives. Journal of Financial Crime, 21(2), 174-190.

Holtzlatt, M., Needles, B., & Tschakert, N. (2016). The red flags of fraud: Internal auditors’
knowledge of the business makes them ideal candidates to detect unethical behaviors.
Internal Auditor, 73(5), 60+.

Hope, K. R. (2013). Tackling the corruption epidemic in Kenya: Toward a policy of
more effective control. The Journal of Social, Political, and Economic Studies, 38(3),
287-316.

Hou, J., Zhang, C., & King, R. A. (2017). Understanding the dynamics of the individual
donor’s trust damage in the philanthropic sector. Voluntas. International Journal of
Voluntary and Nonprofit Organizations, 28(2), 648-671. doi: 10.1007/s11266-016-

9681-8



130

Houdek, P. (2017). Professional identity and dishonest behavior. Social Science and Public
Policy, 54(3), 253-260. doi: 10.1007/s12115-017-0132-y

Irvine, H., & Ryan, C. (2012). Not-for-profit ratios for financial resilience and internal
accountability: A study of Australian international aid organizations. Australian
Accounting Review, 22(2), 177-194. doi: 10.111/1.1835-2561.2012.000163.x

Ives, M., Patton, T. K., & Patton, S. R. (2013). Introduction to governmental and not-for-profit
accounting. Boston, MA: Pearson.

Jacobs, M., & Evans, C. U. D. (2017, June). A micro analysis comparing outcomes between
extended and core curriculum students in subjects across an engineering faculty. In
Conference Review Procedure (p. 395).

Jeppesen, K. M., & Leder, C. (2016). Auditors’ experience with corporate psychopaths.
Journal of Financial Crime, 23(4), 870-881.

Jindra, M., & Jindra, I. W. (2016). Poverty and the controversial work of
nonprofits. Society, 53(6), 634-640. doi: 10.1007/s12115-016-0077-6

Kelly, K., Graycar, A., & Wal, Z. (2015). See no evil, hear no evil? Assessing corruption risk
perceptions and strategies of Victorian public bodies. Australian Journal of Public
Administration, 75(1), 3-17. doi: 10.1111/1467-8500.12163

Kenny, D. A. (2015, Nov 24). Measuring model fit. Retrieved from http://davidakenny.net/cm
/fit.htm

Kim, Y. S., Kim, Y., & Kim, H. D. (2017). Corporate social responsibility and internal control
effectiveness. Asian Pacific Journal of Financial Studies, 46(2), 341-372. doi:
10.1111/ajfs. 12172

Kirk, R. E. (2015). Random Sample. The Blackwell Encyclopedia of Sociology.



131

Klammer, T., Richtermeyer, S. B., Siegel, G., & Sorensen, J. E. (2010). The ongoing preparation
gap in management accounting education: A guide for change. Management Accounting
Quarterly, 11(4), 29-39.

Kramer, B. (2015). Trust, but verify: Fraud in small businesses. Journal of Small Business and
Enterprise Development, 22(1), 4-20.

Krogerus, M., & Tschéppeler, R. (2012). The decision book: 50 models for strategic thinking.
New York, NY: W. W. Norton & Company.

Kulikova, L. 1., & Satdarova, D. R. (2016). Internal control and compliance-control as effective
methods of management, detection and prevention of financial statement fraud. Academy
of Strategic Management Journal, 15, 92-103.

Lail, B., Macgregor, J., Marcum, J., & Stuebs, M. (2017). Virtuous professionalism in
accountants to avoid fraud and to restore financial reporting. Journal of Business Ethics,
140(4), 687-704. doi: 10.1007/s10551-015-2875-y

Lakshmi, S., & Mohideen, M. A. (2013). Issues in reliability and validity of research.
International Journal of Management Research and Reviews, 3(4), 2752-2758.

Lee, Y. J. (2016). What encourages nonprofits’ adoption of good governance policies? Nonprofit
Management & Leadership, 27(1), 95-112. doi: 10.1002/nml.21226

Lee, H. M. (2017). Does the threat of whistleblowing reduce accounting fraud? (Order No.
10274724). Available from ProQuest Dissertations & Theses Global. (1928600864).
Retrieved from http://ezproxy.liberty.edu/login?url=https://search-proquest-
com.ezproxy.liberty.edu/docview/1928600864?accountid=12085

Lenghel, R. D. (2013). Internal control organization procedure. Knowledge Horizons Economics,

5(3), 131-134.



132

Levi, M., & Schuchter, A. (2015). Beyond the fraud triangle: Swiss and Austrian elite fraudsters.
Accounting Forum, 39(3), 176-187. doi: 10.106/jaccfor.2014.12.001

Levi, M., & Schuchter, A. (2016). The fraud triangle revisited. Security Journal, 29(2), 107-121.
doi: 10.1057/sj.2013.1

Levy, P. S., & Lemeshow, S. (2013). Sampling of populations: methods and applications.
Hoboken, NJ: John Wiley & Sons.

LoBiondo-Wood, G., & Haber, J. (2014). Reliability and validity. Nursing research.
Methods and critical appraisal for evidence based practice, 289-309.

Lokanan, M. E. (2015). Challenges to the fraud triangle: Question on its usefulness. Accounting
Forum, 39(3), 201-224. doi: 10.1016/j.accfor.2015.05.002

Lord, S., Miller, L., & McLaughlin, E. (2015). GAO issues framework for managing fraud risks
in federal programs. International Journal of Government Auditing, 42(4), 12-15.

Lowers, T. J. (2013). Auditing & assurance services. New York, NY: McGraw-Hill/Irwin.

Lowery, C. M., Duesing, R. J., & Beadles II, N A. (2014). A research note on the relationships
among spirituality, contextual variables, and perceptions of ethics in the workplace.
Journal of Managerial Issues, 26(4), 408-423,325.

Lumb, J. (2017). Anti-fraud collaboration reviews accounting policies and internal controls.
New York, NY: CCH Incorporated: Health & Human Resources.

MacGregor, J., & Stuebs, M. J. (2013). The silent Samaritan syndrome: Why the whistle remains
unblown. Journal of Business Ethics, 120(2), 149-164. doi: 10.1007/s10551-013-1639-9

Mackevicius, J., & Giriunas, L. (2013). Transformational research of the fraud
triangle. Ekonomika, 92(4), 150-163.

Madhavaram, S., McDonald, R. E., Sullivan Mort, G., & Weerawardena, J. (2015). From



133

"virtuous" to "pragmatic" pursuit of social mission. Management Research Review, 38(9),
970-991.

Maguire, K. A. (2014). Best practices for nonprofits' internal control self-assessment. Advances
in Management and Applied Economics, 4(1), 41-87.

Mahmood, A., Pahnilia, S., & Siponen, M. (2013). Employees’ adherence to information
securities policies: An exploratory field study. Information & Management, 51(2), 217-
224. doi: 10.1016/.m.2013.08.006

Mangala, D., & Kumari, P. (2015). Corporate fraud prevention and detection: Revisiting the
literature. Journal of Commerce and Accounting Research, 4(1).

Marchant-Shapiro, T. (2015). Chi-square and Cramer's v: what do you expect? In Statistics for
political analysis: Understanding the numbers (pp. 245-272). London, UK: Sage. doi:
10.4135/9781483395418

Margret, J., & Hoque, Z. (2016). Business continuity in the face of fraud and organizational
change. Australian Accounting Review, 26, 21-33. doi: 10.1111/auar.12079

Martin, W. E., & Bridgmon, K. D. (2012). Quantitative and statistical research methods: From
hypothesis to results (Vol. 42). Hoboken, NJ: John Wiley & Sons.

McCarthy, M. (2017). Over 100 US healthcare providers are charged in $1.3bn fraud case. BMJ:
British Medical Journal (Online), 358. doi: 10.1136/bmj.j3452

McKim, C. A. (2015). The value of mixed methods research. Journal of Mixed Methods
Research, 11(2), 202-222. doi: 10.1177/1558689815607096

Mertens, D. M. (2014). Research and evaluation in education and psychology: Integrating
diversity with quantitative, qualitative, and mixed methods. Thousand Oaks, CA: Sage.

Mertler, C. A., & Reinhart, R. V. (2016). Advanced and multivariate statistical methods:



134

Practical application and interpretation. New York, NY: Routledge.

Middlemiss, S. (2017). Whistle-blowing and the equality dimension of victimization in the
workplace. International Journal of Discrimination and the Law, 17(2), 137-156. doi:
10.1177/1358229117712566

Mihret, D. G. (2014). National culture and fraud risk: Exploratory evidence. Journal of Financial
Reporting and Accounting, 12(2), 161-176. doi: 10.1108/JFRA-10-2012-0049

Minogue, A. M. (2013). Protecting against fraud. Nonprofit World, 3(1), 12-13.

Mock, T., Srivastava, R., & Wright, A. (2017). Fraud risk assessment using the fraud risk model
as a decision aid. Journal of Emerging Technologies in Accounting, 14(1), 37-56. doi:
10.2308/jeta-51724

Mohd-Sanusi, Z., Rameli, M. N. F., Omar, N., & Ozawa, M. (2015). Governance mechanisms
in the Malaysian Banking Sector: Mitigation of fraud occurrence. Asian Journal of
Criminology, 10(3), 231-249. doi: 10.1007/s11417-015-9211-4

Montgomery, D. C. (2017). Design and analysis of experiments. Hoboken, NJ: John Wiley &
Sons.

Moore, J. (2016). The relationship between organization size and occupational fraud (Order No.
10095781). Available from ProQuest Dissertations & Theses Global. (1780342679).
Retrieved from http://ezproxy.liberty.edu/login?url=https://search-proquest-
com.ezproxy.liberty.edu/docview/1780342679?accountid=12085

Moraga, M. A., Garciall Rodriguez de Guzman, 1., Calero, C., Johann, T., Me, G., Miinzel, H., &
Kindelsberger, J. (2017). GreCo: Green code of ethics. Journal of Software: Evolution

and Process, 29(2).



135

Morales, J., Gendron, Y., & Guénin-Paracini, H. (2014). The construction of the risky individual
and vigilant organization: A genealogy of the fraud triangle. Accounting, Organizations
and Society, 39(3), 170-194. doi: 10.1016/j.20s.2014.01.006

Morse, J. M. (2016). Mixed method design: Principles and procedures (Vol. 4). New York, NY:
Routledge.

Mui, G., & Mailley, J. (2015). A tale of two triangles: Comparing the fraud triangle
with criminology's crime triangle. Accounting Research Journal, 28(1), 45-58.

Mutnuru, S. (2016). The role of internal controls on employees' engagement in small
organizations. Journal of Business Studies Quarterly, 7(4), 102-114.

Nardi, P. M. (2015). Doing survey research. New York, NY: Routledge.

National Statistical Service. (2018). Sample size calculator. Retrieved from
http://www.nss.gov.au/nss/home.nsf/pages/Sample+size+calculator

Newhart, M., & Patten, M. L. (2017). Understanding research methods: An overview of the
essentials. Boca Raton, FL: Taylor & Francis.

Neuendorf, K. A. (2016). The content analysis guidebook. Los Angeles, CA: Sage.

Nikolova, M. (2014). Principals and agents: An investigation of executive compensation in
human service nonprofits. Voluntas, 25(3), 679-706. doi: 10.1007/s11266-013-9358-5

Okonta, P. I., & Rossouw, T. (2014). Misconduct in research: A descriptive survey of attitudes,
perceptions and associated factors in a developing country. BMC Medical Ethics, 15, 25.

Onen, D. (2016). Appropriate conceptualization: The foundation of any solid quantitative
research. Electronic Journal of Business Research Methods, 14(1), 28-38.

Orcher, L. T. (2016). Conducting research: Social and behavioral science methods. New Y ork,

NY: Routledge.



136

Othman, R., & Ameer, R. (2014). Institutionalization of risk management framework in Islamic
NGOs for suppressing terrorism financing. Journal of Money Laundering Control, 17(1),
96-109. doi: 10.1108/jmlc-02-2013-0006

Ries, R. (2014). Not-for-profits are big business. The CPA Journal, 84(5), 14.

Park, Y. J., Matkin, D. S. T., & Marlowe, J. (2017). Internal control deficiencies and municipal
borrowing costs. Public Budgeting & Finance, 37, 88-111. doi: 10.1111/pbaf.12120

Parsons, L. M., Pryor, C., & Roberts, A. A. (2017). Pressure to manage ratios and willingness to
do so: Evidence from nonprofit managers. Nonprofit and Voluntary Sector Quarterly,
46(4), 705-724. doi: 10.1177/0899764017692037

Peltier-Rivest, D., & Lanoue, N. (2015). Cutting fraud losses in Canadian organizations. Journal
of Financial Crime, 22(3), 295-304.

Perols, J. (2011). Financial statement fraud detection: An analysis of statistical and machine
learning algorithms. Auditing: A Journal of Practice & Theory, 30(2), 19-50. doi:
10.2308/ajpt-50009

Perugini, M., & Schonbrodt, F. D. (2013). At what sample size do correlations stabilize? Journal
of Research in Personality, 47(5), 609-612. doi: 10.1016/j.jrp.2013.05.009

Peters, C. S. (2015). More than just good deeds: Fraud within religious organizations (Order
No. 1599154). Available from ProQuest Central; ProQuest Dissertations & Theses
Global; Social Science Premium Collection. (1728329488). Retrieved from
http://ezproxy.liberty.edu/login?url=https://search-proquest-com.ezproxy
Jiberty.edu/docview/1728329488?accountid=12085

Polit, D. F. (2014). Getting serious about test—retest reliability: a critique of retest research and

some recommendations. Quality of Life Research, 23(6), 1713-1720.



137

Purda, L., & Skillicorn, D. (2015). Accounting variables, deception, and a bag of words:
Assessing the tools of fraud detection. Contemporary Accounting Research, 32(3), 1193-
1223. doi: 10.1111/1911-3846.12089

Ramiah, V., Moosa, 1., O'Neill, B., Backulja, M., Jacoub, A., Hallahan, T., & Vaz, J. (2012).
Tournament behavior in Malaysian managed funds. International Journal of Managerial
Finance, 8(4), 381-399.

Rea, L. M., & Parker, R. A. (2014). Designing and conducting survey research: A
comprehensive guide. Hoboken, NJ: John Wiley & Sons.

Redman, B., & Caplan, A. (2015). No one likes a snitch. Science and Engineering Ethics, 21(4),
813-819. doi: 10.1007/s11948-014-9570-8

Reeves, B. C., Wells, G. A., & Waddington, H. (2017). Quasi-experimental study design series
— paper 5: Classifying studies evaluating effect of health interventions — a taxonomy
without labels. Journal of Clinical Epidemiology, 89, 30-42. doi:
10.1016/j.jclinepi.2017.02.016

Rendon, J. M., & Rendon, R. G. (2016). Procurement fraud in the US Department of Defense:
Implications for contracting processes and internal controls. Managerial Auditing
Journal, 31(6/7), 748-767. doi: 10.1108/MAJ-11-2015-1267

Rochat, L. (2016). Financial sustainability and business income generating in the non-profit
Sector (Doctoral dissertation, University of Cape Town).

Rossi, P. H., Wright, J. D., & Anderson, A. B. (Eds.). (2013). Handbook of survey research.
Cambridge, MA: Academic Press.

Rothschild, J. (2013). The fate of whistleblowers in nonprofit organizations. Nonprofit and

Voluntary Sector Quarterly, 42(5), 886-901. doi: 10.1177/0899764012492400



138

Sabine, V. (2016). How audit committees can help deter fraud. Journal of Accountancy, 221(5),
20.

Salceanu, A. (2014). Creative accounting-between the true picture and the accounting fraud.
Anale. Seria Stiinte Economice. Timisoara, 20, 290.

Salkind, N. J. (2010). Encyclopedia of research design. Thousand Oaks, CA: Sage.

Sanchez, F. (2016). The roles of technical communication researchers in design scholarship.
Journal of Technical Writing and Communication, 47(3), 359-391. doi:
10.1177/0047281616641929

Sandhu, N. (2016). Behavioral red flags of fraud — A qualitative assessment. Journal of Human
Values, 22(3), 221-237. doi: 10.1177/0971685816650579

Sangal, N. (2016). Fraud website detection using data mining. International Journal of Computer
Applications, 141(3), 40. doi: 10.5120/1jca2016909590

Schumacker, R. (2015). Log-linear regression. Learning statistics using R (pp. 481-521).
London, UK: Sage. doi: 10.4135/9781506300160

Sekaran, U., & Bougie, R. (2010). Theoretical framework In theoretical framework and
hypothesis development. Research Methods for Business.: A Skill Building Approach, 80.

Sim, J., & Wright, C. C. (2005). The kappa statistic in reliability studies: use, interpretation, and
sample size requirements. Physical Therapy, 85(3), 257-268.

South Carolina Secretary of State. (2018) Public charities. Retrieved from
http://www.sos.sc.gov/Public_Charities

Spratt, J. (2013). Mitigating occupational fraud. Arkansas Business, 30(37), 17.

Stake, R. (2010). Qualitative research: Studying how things work. New York, NY: The Gilford

Press.



139

Steinmeier, M. (2016). Fraud in sustainability departments? An exploratory study. Journal of
Business Ethics, 138(3), 477-492. doi: 10.1007/s10551-015-2615-3

Stritch, J., M. (2017). Minding the time: A critical look at longitudinal design and data analysis
in quantitative public management research. Review of Public Personnel Administration,
37(2), 219-244. doi: 10.1177/0734437X17697117

Thapliyal, P., & Thakre, G. D. (2017). Correlation study of physicochemical, rheological, and
tribological parameters of engine oils. Advances in Tribology. doi:
10.1155/2017/1257607

Thomopoulas, C. (2013). Minimizing fraud through technology. Accountancy SA, 36-37.

Totty, P. (2013). Safeguarding members from fraud. Credit Union Magazine, 79(4), 54-

55.

Udeh, 1. A. (2012). An investigation of internal control related frauds and auditor litigation:
Pre-and post- Sarbanes Oxley, section 404 (Order No. 3516809). Available from
ProQuest Central; ProQuest Dissertations & Theses Global. (1030437601).

Retrieved from http://ezproxy.liberty.edu/login?url=http://search.proquest
.com.ezproxy.liberty.edu/docview/1030437601?accountid=12085

Van Duzer, J. (2010). Why business matters to God: And what still needs to be fixed. Downers
Grove, IL: IVP Academic.

Veldkamp, C. L., Nuijten, M. B., Dominguez-Alvarez, L., van Assen, M. A., & Wicherts, J. M.
(2014). Statistical reporting errors and collaboration on statistical analyses in
psychological science. PloS One, 9(12), e114876.

Verick, P. (2013). Addressing dynamic threats of fraud. Financial Executive, 29(5), 46-49.

Viadero, D. (2005). Mixed methods research examined. Education Week. Retrieved from



140

http://www.edweek.org.ezproxy.liberty.edu/ew/articles/2005/01/26/20mixed.h24.html

Vona, L. W. (2017). Fraud data analytics for corruption occurring in the procurement
process. Fraud Data Analytics Methodology: The fraud scenario approach to uncovering
fraud in core business systems, 247-267.

Walliman, N. (2015). Social research methods: The essentials. Thousand Oaks, CA: Sage.
West, R. (2014). CIPFA launches global fraud risk register for the public sector. Retrieved from
http://www.cipfa.org/about-cipfa/press-office/archived-press-releases/2014-press-

releases/cipfa-launches-global-fraud-risk-register-for-the-public-sector

Wildmuth, B. M. (2016). Applications of social research methods to questions in information
and library science (2™ ed.). Beaverton, OR: Ringgold Inc.

Williams, B. J. (2016). The new frontiers of accounting fraud: The impact of accounting
standards convergence on fair and accurate financial reporting (Order No. 1605924).
Available from ProQuest Dissertations & Theses Global. (1754639699). Retrieved
from http://ezproxy.liberty.edu/login?url=https://search-proquest-com.ezproxy
Jiberty.edu/docview/17546396997accountid=12085

Yates, F. (1934). Contingency tables involving small numbers and the $X"2§ test. Journal of the
Royal Statistical Society Supplement, 1, 217-235.

Yetman, M., & Yetman, R. (2011). The effects of governance on the accuracy of charitable
expenses reported by nonprofit organizations. Contemporary Accounting Research,
29(3), 738-767. doi: 10.1111/j.1911-3846.2011.01121.x

Young, R. (2013). The role of organizational justice as a predictor of intent to comply with
internal disclosure policies. Journal of Accounting & Finance (2158-3625), 13(6), 29-44.

Zamzami, F., Nusa, N. D., & Timur, R. P. (2016). The effectiveness of fraud prevention and



141

detection methods at universities in Indonesia. International Journal of Economics and
Financial Issues, 6(3).
Zohrabi, M. (2013). Mixed method research: instruments, validity, reliability and reporting

findings. Theory and Practice in Language Studies, 3(2), 254+.



142

Appendix A: NFP Fraud Survey
Demographic Section:
. Is your organization a nonprofit organization operating or registered in the state of South
Carolina? Yes/No
. How many employees (excluding volunteers) does your organization have?
0-10
11-25
26-1000
1000+
. What is the annual budgeted income?
Under $100,000
100,001 — 500,000
500,001 — 1 million
More than a million
. What type of NFP organization applies?
Health Care
Education
Foundations
Religious
Social Welfare
Civic
Agricultural

Other
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Survey for Research Section:

. Has your has your organization suffered any of the following in the past five years

(reported or not reported)? (select as many as appropriate)

Cash Theft

Payroll Fraud

Kickbacks/Bribery

Theft of Inventory/Assets

Database Fraud

Identity Theft (Intellectual Property)

Credit Card Fraud

Expense Account Fraud

Check Forgery

Online Payments Fraud/Theft

Financial Statement Fraud

None

Other

. If you currently or previously had occurrences of fraud in your organization, did you have
any of the following fraud prevention and detection measures in place when the fraud
was detected? (Select as many as appropriate)

Fraud risk assessment

Fraud risk register

Codes of Conduct
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Fraud awareness training

Whistle-blower policy

Fraud control plan

Fraud control policy

Internal control review

No measures

. What is your estimate of the total value of all frauds suffered by your organization in the
past five years?

$1-100

$101 - $1,000

$1,001 — 10,000

Over $10,000

None

. Which of the following fraud prevention and detection measures does your organization

currently have? (Select as many as appropriate)

Fraud risk assessment
Fraud risk register

Codes of Conduct

Fraud awareness training
Whistle-blower policy
Fraud control plan

Fraud control policy



Internal control review

No measures

Table 1

Number of Employees (excuding Volunteers)

Appendix B: Survey Tables

Employees 0-10 51 47%
Employees 11-25 28 26%
Employees 26-1,000 29 27%
Employees >1,000 1 1%
Total 109 100%
Table 2

Annual Budgeted Income

Less than 100,000 34 31%
100K to 500k 29 27%
500K to 1 Million 21 19%
More than 1 Million 25 23%
Total 109 100%
Table 3

Type of Organization

Health 12 11%
Education 30 28%
Foundation 6 6%
Religious 11 10%
Social 35 32%
Civic 11 10%
Agriculture 2 2%
Other 2 2%
Total 109 100%
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Types of Theft/Fraud
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Cash 19 18%

Payroll 9 9%

Bribery/Kickbacks 4 4%

Inventory 24 23%

Check Forgery 4 4%

Financial Statement 2 2%

Database 12 11%

Identity 9 9%

Credit Card 12 11%

Expense Account 7 7%

Online Payment 3 3%

Total 105 100%

Table 5

Amount of Loss (min 51) Min Max Average loss
51 to 5100 25 42% 5 25.00 S 2,500.00 S 1,262.50
$100 to $1,000 20 34% S 2,000.00 S 20,000.00 S 11,000.00
$1,000 to $10,000 9 15% S 9,000.00 S 90,000.00 S 49,500.00
More than $10,000 5 8% $50,000.00 S$500,000.00 $275,000.00
Total 59 100% 5$61,025.00 $612,500.00 5336,762.50

Average per organization:

50 organizations reported loss S 1,034.32 S 10,381.36 S 5,707.84




