[u] I
Handelshoyskolen Bi

GRA 19703 Master Thesis

Thesis Master of Science 100% - W

Predefinert informasjon

Startdato: 16-01-2022 09:00 Termin: 202210
Sluttdato: 01-07-2022 12:00 Vurderingsform: NorsR 6-trinns skala (A-F)
Eksamensform: T
Flowkode: 202210]110936llINoo|IWIIT
Intern sensor: (Anonymisert)
Deltaker
Navn: Torgeir Andreas Sterri og Kristian Borge

Informasjon fra deltaker

Tittel *: How can an Auditor Prevent and Detect White-Collar Crime? A Conuenience Theory Approach
Navun pa veileder *: Petter Gottschalk

Inneholder besvarelsen Nei Kan besvarelsen Ja

konfidensielt offentliggjeres?:
materiale?:

Gruppe
Gruppenaun: (Anonymisert)
Gruppenummer: 93
Andre medlemmer i
gruppen:



Andreas Sterri

Kristian Borge

Master Thesis

BI Norwegian Business School

How can an Auditor Prevent
and Detect White-Collar
Crime?

A Convenience Theory
Approach

Campus:
BI Oslo

Program:
Master of Science in Business Economics
Sivilokonom



Acknowledgements

This thesis is the product of our collective interest in a topic and field. The interest
in the field of white-collar crime was strengthened after courses taken during our
studies at BI Norwegian Business School. As we gained more knowledge and
insight into this field, and as the studies progressed, this interest was merged with
interest into the world of auditing. This gave us a unique opportunity to combine
both interests in economics and criminology. Starting out as an inquiry into what
tools an auditor has at their disposal, the topic was gradually reshaped to analyze

what specifically the auditor can do in the fight against white-collar crime.

We are extremely grateful for our supervisor, Petter Gottschalk, who deserves
special thanks. He has provided us with indispensable feedback and constructive
criticism, that has been instrumental in guiding, shaping, and helping us in our

work to produce this thesis.

Several people took time out of their busy schedules to answer our questions and
requests for interviews, to whom we are extremely grateful. Special thanks to Pal
Lonseth and Henrik Bradholt at @kokrim, Jostein Furnes at DNV, Sturle Holseter
and Marianne Eriksrud at Deloitte, Morten Torkildsen at Wilhelmsen and Tobias
Svanstrom at Umeda University for the time they gave us and the help they

provided.

A special thanks, and debt of gratitude, go to our parents for the innumerable
things they have done, and continue to do, to support, motivate, and encourage us

individually.



Table of Contents

ACKNOWICAZEMEONLS «.uunenaaeenneeivrnrensnnnnssercssaeissssnsssssisssssssssssssssssssssssssssssssssssssnsssses i
ADSTPACE anuevnenvrosnnninsrannsssanisssarsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssssssssasssss ii
L. TRIPOAUCTION onanennaneronnnenosnnenssrarnssansssssssssssssssssssssssssssssssssssssssssssssssssnssssssssssssssss 1
1.1 The Purpose of this Thesis 2
1.2 Boundaries and Limitations 4
1.3 The Structure of the Thesis 5

B 1 6
2.1 The Legal Framework 6
2.2 Existing Research Literature 7
2.3 Hypotheses 15
2.3.1 HYPOLRESIS 1 ..eieieiiiiieiieiecieeieet ettt ettt et sre et sseesbessaen e eseenseesnenseeneenseenes 15

2.3. 2 HYPOLNESIS 2 ..ottt ettt et et teeaeesaeesaesseessessaensesseensenssensenssensenssensennes 18

2.3.3 HYPOLRESIS 3 ...ttt ettt et et et et esseesaesseessessaesseesaenseessenseeneenseanes 19

2.3 4 HYPOLNESIS 4 ...ttt ettt ettt et e st e esaesseessessaensesseenseessensenssensennsensennes 20

2.3.5 HYPOLNESIS 5 ..ottt ettt ettt et esseesseesaenseesaenseennenseeneenseenes 20

2.4 Convenience Theory 22
R LY, (074 <SPPSR 23

2.4.2 OPPOTITUNILY .vvevrerrreereteeterteetesteetesseesseeseesseeseesseessesseassessesssessesssessesssesssensenssensenssensennes 24

2.4.3 WILLINENESS ...veeeenieeieeteete st ete st ete et et e et ete et eseeseesseessesseessesseessessaensesssensenssensenseensennes 26

3. MeEtROAOIOZY..uuueoneneronnneronaennsannnsrnrsssasisssssisssssssssssisssssssssssssssssssssssssnsssssssssssasss 27
3.1 Introduction to the Research project 27
3.2 What is an Interview 28
3.3 Sketch of Method Chosen 29
3.4 Qualitative Research Methodology: Trustworthiness 30
T B (<Ta 1031 1 2SRRI 31

3.4.2 AUTNEITICIEY ..ottt ettt ettt sttt eeta e e esb e teess et e essesseessesseensesseensenneen 31

3.4.3 TransSferability ........c.eciecierieiieieie ettt ettt esaesseesaesseensesseensesnees 31

3.4.4 Dependabilify ........ccevieieriieiirieieet ettt ettt ettt naeeseenaesneesennees 32

3.4.5 CoNFIrMADIIILY ...ouveeiieiieiieeiieiese ettt e st et e sseesaesseensesseensesnees 32

346 CrItICALIEY .. eevveeeieieeeieieeteste ettt ettt e st e e st e b e s te e b e e st et e esbeseessenseensesseensesseensesneensenneen 32

T O 03117 a4 1 USRS 32

3.5 About the Interviews 33

4. THE INLCEVICWS.ueeeruueressurressarisssasssssssssssssssssssssssssssssssssssssssssssssssssssnsssssnsssssssssssasss 34
4.1 Sturle Holseter, Partner, Deloitte 34
4.2 Marianne Eriksrud, Partner, Deloitte 36
4.3 Tobias Svanstrom, PhD, Expert in the field 38
4.4 Jostein Furnes, Finance Director, DNV 40
4.5 Morten Torkildsen, Group Compliance Manager, Wilhelmsen............ccceeee.. 42
4.6 Henrik Brodholt, Law Attorney, Gkokrim 43
4.7 Pal Lenseth, Director, Okokrim 44

5. Findings and DiSCUSSION .....uueeeoueeevosuvviosurssssurisserssserssssssssssssssssssssssssssssssssssss 45

5.1 How can an auditor prevent and detect white-collar crime and disturb crime
convenience? 46

a



5.1.1 Motive — Possibilities — Individual/Corporate.............cecveceeriecieneerieneeeseeee e 47
5.1.2 Opportunity — COmMMIt — StALUS.........ccerierierierierierte e ete sttt eee e eae e eaesseensesnees 50
5.1.3 Opportunity — COMMIUIt — ACCESS ...evververereeerreriertesteetesieetesteesesseessesseessesseessesseessessees 53
5.1.4 Opportunity — Conceal — DECAY ........cceveeriirierieiieieeiereeiese et eae e nseenees 57
5.1.5 Willingness — Choice — Rationality..........cccoeevevuerieniinieniieienieieie e 60
5.2 Disagreement between Existing Research Literature and Interviews ............. 63
5.2.1 Audit Team Rotation (TUIMOVEL) ......ccevieriiiierieeieieeieieeiesie e see e eae e aesseensesnees 64
5.3 Requirements and Actions 65
5.4 Hypotheses 66
R U = 0 To] 1 1 TE] N SRR 66
542 HYPOTNESIS 2 ...ttt ettt ettt sttt ettt e s e s e ess et e essesseessesseensesseensennnen 72
SA3 HYPOTNESIS 3 ..ottt ettt sttt ettt s et et e seenneeseenaesneeneenean 73

S 4.4 HYPOTNESIS 4 ...ttt ettt sttt et e et e e sb et e essesseenseeseense st ensesneensenneen 75
SA.5 HYPOTNESIS 5.ttt sttt ettt ettt ss et e ensesseessesseensesneensennean 76
5.5 Methodological Quality 78
Summary of Interviews: Approval and COMMENLS............cccerereeerirreereeiierieesieneeeeseeeenseens 79
SOULCE CIEIDILItY ... eeovieeieiieierieeie ettt ettt et et ete e sse st e ssesnaessesssessasssesseensensenns 79
CONLENE ANALYSIS ...vevieniieiieiieiesiieteete ettt e st eae st ete st eseesaeteessesseessesseensesseessesseensesseensenseen 80
AIErnative HYPOLHESES ......ocuieieiieieiieieeiieieetee ettt st st esa et e s e s enes 80

0. CONCIUSION conuannnnaeeonvnrnisunrnssnninssanrsssasisssssissssssssssssssssssssssssssssssssssssssssssssssssssnssses 81
6.1 Summary of findings 81
6.1.1 ROQUITEIMEILS ... .euvieeveniieeretieeieeteetesteeteseeesseseeessesseesesssesseessesseassenseessesseessesseensesseensesseen 81

0. 1.2 ACHIONS. ....eiitiiiitietiet ettt ettt b bbbt ettt ettt et et b e bbbt bt bt 83
6.1.3 FINAINGS OVEIVIEW ...cuveeuveniieiieriieiesiieiesitetestestesetessessaeteessenseessesseessesseessesssessesssensessees 86
6.1.4 HYPOTNESES ..ottt ettt st sttt e sa et ess et e essesseessesseensesssensenneen 88
6.2 Effect and Responsibility 93
6.3 Suggestions for further research 94
6.4 Final remarks 95
7o ROSOFONCES euueneeeeenvaressrvressavrnssnsrsssasisssasisssasisssssssssssssssssssssssssssssssssssssnsssssssssssnsss 98
8. APPONAIX cauennaneveneneroiarrnsrarinssarisssarisssssissssssssssssssssssssssssssssssssssssssssssssssssssasssssns 107
8.1 Tables and Charts 107
TADIE L.ttt et ettt eh e 107
TADIE 2.ttt ettt 107
TADIE 3.ttt et ettt et eb e 110
TADIE 4 ...ttt ettt sbe e 111
TADIE 5.ttt ettt eb e 111
TADIE 6.ttt ettt ettt 111
TADLE 7.ttt ettt et ebe e 113
TADIE 8.ttt ettt 113
TADIE 9.ttt ettt b e 114
TADIE 10 ...ttt etttk ettt ettt b et n et ne sttt eteneas 114
8.2 Interviews 115
8.2.1 List of Interviews with page NUMDELS ..........cccocveeverierierieie e 115
8.2.2 INLEIVIEW GUIAC....ccueitieiesiieieceeie ettt ettt et et esae st e e st esbessaeseesaenseensenseensenseenes 115
8.2.3 Confirmation of Quotes by INtEIVIEWEES .......cccvecvereierierieieiieieeeeie e ens 115



Abstract

White-collar crime has risen dramatically over the last decades and is only
expected to become more frequent. Not until recently has white-collar crime
become a recognized and widely discussed problem. With the emergence of
Norway as one of the world’s richest nations and increasing pressure from
international markets, demands and expectations, white-collar crime has become a
widely discussed and recognized problem.

White-collar crime is harder to ‘see’ than other crimes as it is more
difficult to observe, it is also more difficult to detect and especially prevent.

As the topic of white-collar crime receives abundant research, this thesis
aims to add knowledge and understanding in how the external auditor prevents

and detects white-collar crime and disturbs aspects of the convenience theory.

This thesis will answer a few other research questions which will
collectively answer the following question “How can an auditor prevent and
detect white-collar crime? A convenience theory approach’:

1. What is the responsibility of an auditor in the prevention and detection of

White-Collar Crime?

2. How can an auditor prevent and detect white-collar crime?
3. How can an auditor remove motive, opportunity, and willingness to

commit white-collar crime?

By reviewing existing research literature and conducting interviews with
several highly experienced employees and experts across 5 different industries
and roles, this thesis will highlight specific measures believed to be answers to the
research question.

Main findings include 11 specific requirements and actions that disturb 6
aspects of crime convenience. Some of these are: maintaining professional
skepticism, requiring sufficient client funding, spending enough time during the
audit, understanding the client business, ignoring the potential superstar CEO, and
working with the board of directors. The topic of audit team rotation, or turnover,
is further discussed as the results of existing research literature and the research

conducted in this thesis contradict each other.
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1. Introduction

In 2019, the societal loss due to economic crime was estimated at 145
billion NOK with the number of cases propagating from year to year (Mortvedt,
2020). From 2015 to 2019 alone, the growth in reported economic crimes in
Norway was 266%, with 4 922 reported cases in 2015 and 17 781 reported cases
in 2019 (Politiet, 2019).

White-collar crime is a form of economic crime that is committed by
members of the privileged class, described by sociologist Edwin Sutherland as “a
crime committed by a person of respectability and high social status in the course
of their occupation” (Sutherland, 1950, p. 9). Until the 1990s, this was a non-
issue, however this decade heralded action plans from the government focused on
combating white-collar crime. In the decades since, the amount of this form of
economic crime has grown exponentially in both public and private sectors.
White-collar crime, just as any form of criminality, is socio-economically
inefficient. It removes resources from its intended purpose and propagates
inequality in society (Bishop, 2021). The motivation behind white-collar crime is
purely financial. However, although these crimes are not dependent on the use of
violence, it does not mean that they are “victimless crimes” (Federal Bureau of
Investigation, n.d.). These crimes can bring down companies, devastate families
and cost individuals large sums of money (Federal Bureau of Investigation, n.d.).

To prevent these consequences, control structures have been put in place
and studies are performed to better understand the topic. Every year, ‘The
Association of Certified Fraud Examiners’ conducts a global study into
occupational fraud. The report identifies that the most recurrent form of anti-fraud
controls is the external audit, implemented by 82% of organizations (Association
of Certified Fraud Examiners, 2022). The external audit is performed by
independent external organizations and third parties that are able to provide an
unbiased opinion on the organization and its workings (CFI, 2022). Auditors
consign legitimacy to a company and are most often associated with economic
crime as a passive actor. As of March 2021, there were 468 audit firms and 8 377
auditors registered in Norway. As an independent third party, the auditor is an
actor that is in a unique position to combat white-collar crime as control structures
and other functions in organizations where white-collar crime occurs, can be

deficient (Iversen, 2021). The auditor is an essential function in verifying the



financial statements and operations of organizations. Therefore, knowing its
ability to detect and prevent white-collar crime is essential.

The laws surrounding auditing in Norway contain several provisions
surrounding the auditors’ duties to fight white-collar crime. Additionally, the audit
standards and Norwegian audit law, highlight the auditor’s role in curbing fraud
and their role as society’s trustee (Revisorloven, 2020, §1-2). The independent
role of the auditor aids the users of financial statements and the authorities in
verifying the information presented by the companies.

The auditor is in a unique position to thwart white-collar crime, and
according to the legal directives and frameworks as well as the auditing standards,
the auditor must obtain satisfactory assurance that the accounts do not contain
material misstatement, (cf. ISA 240 point 5). The auditor shall also contribute to
preventing and detecting fraud and errors, (cf. §5-1). As the auditor must perform
further audit procedures in the event of a suspicion of fraud, the regulations
contribute to the detection of fraud. The auditor has responsibility when it comes
to detecting and preventing white-collar crime (IAASB, 2021).

Society trusts and believes that the auditor detects white-collar crime. In
fact, most individuals believe that the auditor is one of the few functioning control
mechanisms that exists to combat white-collar crime. Detecting white-collar crime
is vital, because if perpetrators feel safe, they continue and increase their crimes as
crime convenience is left alone (Gottschalk, 2020). Detecting white-collar crime,
therefore, aids in preventing as well. What the auditor can do to detect and prevent
white-collar crime and what these actions do regarding crime convenience is
important to understand as the auditor is the most recurrent form of anti-fraud
controls.

Specifically, the aim of this thesis is to find answers to the question of how
an auditor can detect and prevent white-collar crime, and what aspects of crime

convenience the auditor can disturb.

1.1 The Purpose of this Thesis

White-collar crime has risen dramatically over the last decades and is only
expected to become more frequent. As the rate of white-collar crime is increasing,
this problem area is highly relevant. Approximately 36% of businesses have been
victims of white-collar crime in recent years, with an annual white-collar crime

complaint growth rate of 56% (Cliff & Wall-Parker, 2017). Therefore, the control
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structures in place to mitigate and detect white-collar crime have never been more
important. With the emergence of Norway as one of the world’s richest nations
and increasing pressure from international markets, demands and expectations,
white-collar crime has become a recognized problem and widely discussed area in
Norway.

However, white-collar crime is harder to ‘see’ than other crimes. As it is
more difficult to observe, it is also more difficult to detect and especially prevent.
Companies often have goals to grow and expand their business, and this type of
criminal activity hampers the company’s growth and sets a dangerous precedent
for employees if not discovered or prevented. If not properly addressed, it may
make employees assume that white-collar crime is an expected and accepted
means to achieve fiscal goals, and a convenient method to achieve personal gain.

Because the financial statements are developed internally, there is a high
risk of fraudulent behavior by the preparers of the statements. Without proper
regulations and standards, preparers can easily misrepresent their financial
positioning to make the company appear more profitable or successful than they
actually are. Auditing is crucial to ensure that companies represent their financial
positioning fairly and accurately and in accordance with accounting standards
(CFI, 2022).

As society believes that the auditor is an effective tool in the fight against
white-collar crime it becomes important to not only see the effect the auditors
have but what the auditors specifically do to detect and prevent white-collar
crime. Furthermore, it can be enlightening to note what aspects of crime
convenience these specific actions and requirements disturb. The audit function,
as mentioned, is the most recurrent form of anti-fraud control and therefore seeing
what specific actions and requirements the auditor needs, highlights its true
function.

As the topic of white-collar crime receives abundant research, this thesis
aims to determine how an auditor prevents and detects white-collar crime, while
contributing with an analysis through convenience theory.

The research of this thesis will dig deeper into the matter and find out what
auditor actions and requirements have a preventive and detective effect on white-
collar crime. Furthermore, it will answer a number of other research questions
which will collectively answer the following question “How can an auditor

prevent and detect white-collar crime? A convenience theory approach”:



1. What is the responsibility of an auditor in the prevention and detection of
white-collar crime?

2. How can an auditor prevent and detect white-collar crime?

3. How can an auditor remove motive, opportunity, and willingness to

commit white-collar crime?

The first research question is answered in the section ‘The legal
Framework’, where the auditor role in the fight against white-collar crime is
explained in some detail. The second research question is mapped through the
literature review, where existing research and facts are presented as to how an
auditor can curb white-collar crime. These are then discussed relating to the
research conducted in this thesis where experts within their fields propose
measures auditors can take to combat white-collar crime. Implications of findings
can be found in the final discussion chapter. The third research question is
answered in the discussion, where the findings from existing literature and the
interviews are discussed through the lens of convenience theory.

These research questions will generate a set of hypotheses regarding the
auditor’s role in the fight against white-collar crime. In order to create qualified
conclusions, the hypotheses of this thesis will be based on theories from existing

literature that predict what the findings of this research may be.

1.2 Boundaries and Limitations

Defining the boundaries of the research is equally important as describing
its purpose. The thesis uses an exploratory qualitative analysis as the
methodological approach. The methodology chosen for this thesis limits the
research to what actions and requirements auditors can take to combat white-
collar crime. Whether or not these actions and requirements improve the
probability of detecting or preventing, or how much these steps actually raise the
probability, or how they work in practice, lies outside the scope of this research.

The research question of this thesis includes the external auditor and is not
restricted to organizations that are lawfully obligated to enlist an external auditor.
The research is based on existing literature within the field of audit and white-
collar crime which will be compared with results from interviews with individuals
that either have broad experience as auditors, have experience working with

auditors, or have wide-ranging knowledge regarding the audit field. This was



done in an attempt to gain insight into the lived experiences and human
perceptions of how the auditor can thwart white-collar crime, by interviewing key
individuals.

Auditing is often perceived as a function that is required by law.
Nevertheless, auditors, through their role, propagate trust in society and are placed
in a unique position to combat white-collar crime in organizations.

This thesis aims to understand and illuminate in what way the auditor
disturbs the elements of convenience, and thus aids in the fight against white-
collar crime. It is not to be interpreted as a statement of inadequacy of the auditor,
or any other measures and structures in place in organizations. It is rather to be
seen as an investigation into the specific actions and requirements auditors can
undertake to curb white-collar crime and how those specific actions and
requirements disturb crime convenience.

The section on theory and literature will present previous research that
present performed research on the field and topic. The results of the interviews
and statements in previous literature will be analyzed and discussed. The things
that cannot be confirmed by either literature or interviews fall outside the scope of
the discussion and analysis.

An auditor has the responsibility of ensuring that financial statements are
‘correct beyond a reasonable doubt’ following auditing standards and practices.
The external auditor, as will be highlighted throughout this thesis, has several

actions and requirements at their disposal to combat white-collar crime.

1.3 The Structure of the Thesis

This thesis is structured in the following way: The theoretical framework
and literature review will describe the research and literature on the topic. Based
on the articles provided, key hypotheses are stated that will be discussed later in
the thesis.

Following the section for the theoretical framework and literature review,
is the section on methodology. Next will be the research of this thesis in the form
of interviews and a section of analysis where the articles and theories are
connected to the interviews, while discussing the results regarding convenience
theory. Thereafter the hypotheses are discussed based on the results of the

research conducted, and the methodological quality of the research is discussed



and analyzed. The final section is the summary of findings and recommendations

for further research and concluding remarks.

2. Theory

2.1 The Legal Framework

This section discusses the role of the auditor in the prevention and
detection of white-collar crime. The auditor is in a unique position to curb white-
collar crime however, as their needs differ, the auditor cannot simultaneously
detect all forms of white-collar crime. The laws have purposefully neglected to
specifically define and describe what an auditor is to do to fulfill their purpose. In
the audit law §5-2-2 they state that the auditor should perform the audit in
accordance with “good auditing practice”, meaning that the nature and extent of
the auditors’ actions should be tailored to each organization (Cordt-Hansen et al.,
2010).

Although auditors are not required by law to prevent and detect, their work
contributes to such. The Norwegian audit laws state that the auditor, through the
audit, contributes to preventing and detecting fraud (Revisorloven, 2020, §5-1).
The mere presence of an auditor may have a preventative effect by the auditor’s
presence and asking of critical questions, combined with the fact that the audit
contributes to increasing the probability that illegal acts will be detected. This
may also have a deterring effect (Finneide, 2008).

The auditor has a responsibility in contributing to the thwarting of white-
collar crime, however just how this is to be done is unclear from the legal
framework. ISA 240 provides guidance on what the auditor should do, ISA 315
states the need for discussions with the audit team, and ISA 320 discusses the
concept of materiality (IAASB, 2021).

ISA 240 deals with the auditor’s tasks and obligations to assess fraud
when auditing the accounts, (cf. ISA 240 point 1). Sections 4 - 8 of ISA 240 deal
with the responsibility for curbing fraud, including the auditor’s duties and
responsibilities. Point 4 clearly states that the main responsibility for preventing
and detecting fraud lies with those who have overall responsibility for
management and control. Furthermore, it states that those who have overall
responsibility for management and control, are also responsible to combat fraud in

management. Section 5 states that an auditor is responsible for obtaining



satisfactory assurance that the accounts do not contain material misstatement, as a
result of fraud or error (IAASB, 2021).

ISA 240 further requires the auditor to obtain information from
management to identify the risks of material misstatement as a result of fraud, cf.
ISA 240 16-24. Management’s own assessment of the risk of fraud, as well as
management’s process for identifying and managing the risk of fraud, is important
for the auditor in the planning phase, where an understanding of the organization
and its surroundings must be developed, (cf. ISA 240 point 17 (a)) (IAASB,
2021).

ISA 240 point 27 reiterates this by stating that it is important that the
auditor develops an understanding of the internal control of the organization to
assess the risks of misstatement. If the auditor identifies the risk of material
misstatement as a result of fraud, the auditor is required to design special audit
procedures based on the assessed risks of material misstatement as a result of
fraud, (cf. ISA 240 section A33-A48). For example, mention is made of obtaining
external confirmation from customers and suppliers, as well as counting cash and
securities (IAASB, 2021).

In accordance with the auditing standards and Norwegian law, the auditor
must obtain satisfactory assurance that the accounts do not contain material
misstatement, (cf. ISA 240 point 5). The auditor shall also contribute to
preventing and detecting fraud and errors, (cf. §5-1). As the auditor must perform
further audit procedures in the event of a suspicion of fraud, the regulations
contribute to the detection of fraud (IAASB, 2021).

After reviewing the legal framework and auditing standards, combined
with other relevant literature, one can conclude that the auditor has a

responsibility and a large role when it comes to fighting white-collar crime.

2.2 Existing Research Literature

In order to provide sufficient information and background of the topic for
the research at hand, an overview of existing literature and research is needed.
This literature review aims to describe the existing body of research on the topic
where the aim was to find such literature that answers the question ‘How can an
auditor prevent and detect white-collar crime?’.

Karim and Siegel (1998) analyzed the efficiency and effectiveness of the

audit function in detecting management fraud. In their research they cite Arens



and Loebbecke (1997), who conclude that management fraud is difficult to
uncover because management is in a position to override internal controls and are
also able to conceal misstatements. Moreover, they conclude that a major problem
for the auditor in detecting management fraud is further increased by the fact that
an auditor rarely encounters fraud (Karim and Siegel, 1998).

Karim and Siegel (1998) use ‘Signal Detection Theory’ to provide insights
to problems an auditor may face as expectations to detect fraud rise. Signal
detection theory provides a model for how humans detect signals in a
“background of interference or noise” (Karim & Siegel, 1998, p. 128). Signal
detection theory relates to the detection of management fraud when the auditor
begins to examine an account balance. The goal of an audit is to determine
whether fraud exists or not, for those accounts. To achieve this, the auditor
collects and evaluates evidence and based on that evidence accepts or rejects the
account balance. This collection and evaluation are referred to as “audit signals”
by Karim and Siegel (1998, p. 128). As has already been established, auditors
have responsibility in detecting white-collar crime. It is therefore important for
auditors to detect crime signals, as Karim and Siegel (1998) put it. In this process
of accepting or rejecting, research by Pincus (1990) and Bernardi (1994) states
that auditors’ prior experience with detecting fraud positively relates to further
fraud detection.

Karim and Siegel (1998) also state that auditors can form estimates based
on their personal experience of management fraud cases as well. This prior
forming of odds concerning management fraud is vital. In research done by
Pincus (1990), a positive relationship between auditor’s priors and fraud detection
was found.

Karim and Siegel (1998) conclude that auditors should be exposed to
forensic practice so that the priors for management fraud will be higher and will
increase fraud detection. However, they also add that this will lead to an increase
in the cost of the audit as the auditor is “forced to accept higher rates of false
alarm and consequent incorrect rejection with the increase in the cost of incorrect
acceptance” (Karim & Siegel, 1998, p.128).

Karim and Siegel (1998) propose the following answers to the question of
‘how’: Train auditors in real case studies of detection, experience in detection

leads to more detection, require sufficient client funding and audit team rotation.



Farrell and Franco (1999) in their research highlight the auditor's
responsibility in curbing fraud. They specifically mention the legal framework of
SAS No. 53 that states “the auditor’s responsibility to detect and report errors and
irregularities” (Farrell & Franco, 1999, p. 4). Under SAS No. 82, the auditor has
the responsibility to plan and perform an audit to obtain reasonable assurance
about whether financial statements are free of material misstatement. Farrell and
Franco (1999) further highlight that there are other considerations in the combat
of fraud that are important, which the auditor also can have an impact on. They
state that “to combat the problem of fraud, a crucial element in deterring theft is
strict internal controls, segregation of duties, and separation of functions” (Farrell
& Franco, 1999, p. 8). In their research, Farrell and Franco (1999) further state
that “all professional literature makes it clear that the responsibility of internal
controls, proper reporting, and the adoption of sound accounting policies rests
solely with management” (p. 8). Auditors can, therefore, aid in the establishment
of managerial controls. The article further emphasizes the importance of a hotline
to report improper conduct, highlighting that this “help[s] establish the tone within
the work environment and may help deter fraudulent activities” (Farrell & Franco,
1999, p. 4). The specific measures that an auditor can take to curb white-collar
crime according to Farrell & Franco (1999) are as follows: Review Internal
controls, require separation of functions, require internal controls, and take use of
whistleblowing channels.

Gottschalk (2011) writes an article about the ‘Role of Accounting in the
prevention of White-Collar Crime’. The article highlights many challenges when
it comes to preventing white-collar crime, with many measures discussed focusing
on things organizations can do in hiring processes, culture, and influencing.
However, an important measure that answers the question ‘how’, focuses on the
importance of suspicion. The auditor, instead of looking to confirm their
presumed notions and views, should replace this with suspicion, looking for
deviations.

Alleyne et al. (2013) highlights whistleblowing as an important measure
within firms but also within audit firms, to warn of deviations, fraud, and other
waywardness. The article defines that the “external audit promotes the view that
public interest is protected by making corporate managers and their companies
accountable” (Alleyne et al., 2013, p. 11). The problem, however, is that auditing

firms are pursuing profits, and audit staff “may be inclined to appease clients at



the expense of wider social interests” (Alleyne et al., 2013, p. 11). Furthermore,
audit staff often feel budget pressure and see their firms “adopting irregular
auditing practices and even resorted to the falsification of audit working papers”
(Alleyne et al., 2013, p. 11). As auditing firms have been shown to have an
increased willingness to break laws and regulations and support rather than report
their clients’ misstatements, the article raises the need for audit staff to “attempt to
protect the interests of both the public and the profession by blowing the whistle
on colleagues who commit wrongdoing” (Alleyne et al., 2013, p. 10). In answer to
the question of ‘how’, the article states the following: Take use of whistleblowing
channels, strengthen auditor responsibility for deviance reporting and remember
wider social interest above appeasing clients and requiring sufficient client
funding.

Suryanto (2014) is concerned with the fact of audit fees. He states that an
aspect of auditors reaching their purpose is “the ability to conduct audit works in
accordance with auditing standards” (Suryanto, 2014, p. 28). The auditor, in the
performance of their role and responsibility during the audit, determines the audit
risk. This audit risk, Suryanto (2014) states, relates to the amount of time that will
be used in the audit process. This amount of time, in turn, will “affect the amount
of audit fee to be received or determined” (Suryanto, 2014, p. 37). The specific
measures of how an auditor can thwart white-collar crime, according to Suryanto
(2014), is spending enough time which leads to the auditor requiring sufficient
client funding for crime prevention and detection.

Zager et al. (2015) highlight the auditor’s role and responsibilities in the
fight against fraud. According to the International Standards on Auditing (ISA),
the external auditor is “responsible for obtaining reasonable assurance that the
financial statements taken as a whole are free from material misstatement,
whether caused by fraud or error” (Zager et al., 2015, p. 697). The article
highlights that in the prevention of fraud the auditor is “responsible for
maintaining professional skepticism throughout the audit” and to consider “the
potential for management override of controls” (Zager et al., 2015, p. 697). In
their research, Zager et al. (2015), conducted research and were able to conclude
that external auditors “generally agreed that the establishment of an appropriate
number of internal controls in the company have a significant impact on the
prevention of fraud” (p. 697). In addition, they highlight the importance of

managerial controls. According to Zager et al., the specific measures an auditor
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can take in curbing white-collar crime are to require and review internal controls,
review accounting substance not only procedures, and maintain professional
skepticism.

Asare et al. (2018) research some of the challenges facing auditors in
detecting fraud. Through the research Asare et al. (2018) suggest three elements
that are of greatest importance that are keeping auditors from detecting fraud:

“1) auditors failed to effectively assess management’s incentives to

commit fraud

2) auditors failed to recognize management’s opportunities to commit

fraud

3) auditors did not sufficiently modify the standard audit program given

the fraud cues in the case” (Asare et al., 2018, p. 90).

Furthermore, Asare et al. (2018) found that auditors often fail to sufficiently
modify the standard audit program to fit the firm they are working with. This can
often be due to a lack of understanding of the client business. In answer to the
question of ‘how’, the article presents the following answers: Understand client
business, assess fraud risk, design and execute audit tests, and consult experts in
the audit work.

Gottschalk and Gunnesdal (2018) wrote a book on white-collar crime in
the shadow economy. In Chapter 10 of said book, they present research about
white-collar crime detection. This chapter has answers to the question of ‘How’.
An argument promoted in the article is this idea of looking at the offender instead
of the actual offense committed, stating “white-collar offenders strive to conceal
their actions, and most fraud will be well hidden and difficult to detect”
(Gottschalk & Gunnesdal, 2018, p. 131). Therefore, instead of searching for the
fraud committed, looking at the individuals and the reasons they may have to
commit fraud is a surer way to detect fraud. Furthermore, as mentioned in
previous research, the importance of internal controls is highlighted. They
conclude that the most effective audit procedures in detecting fraud were those
that “evaluated the strength of internal controls” (Gottschalk & Gunnesdal, 2018,
p. 121). Moreover, throughout the audit procedure it is vital that the auditor shows
professional skepticism as a lack of this “makes the auditor less aware of
abnormal conditions” (Gottschalk & Gunnesdal, 2018, p. 131). A further result

from the research is that the audit becomes “less effective in situations where the
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same auditor has been responsible for several consecutive years” (Gottschalk &
Gunnesdal, 2018, p. 131), as alertness deteriorates and becomes more non-alert.
The article has several answers to the question of how an auditor can curb white-
collar crime, they are as follows: Apply an offender-based perspective rather than
an offense-based perspective, review internal controls, maintain professional
skepticism, and maintain regular audit team rotation.

Alon et al. (2019) analyze the audit function in Russia. One main
takeaway from the article, supports previous literature included in this literature
review. In Russia, as has been prevalent in other countries as well, the auditors
often supported the executives of the company and not its owners or shareholders
(Alon et al., 2019). In answer to the question of ‘how’ this article proposes that
the auditor is to protect owners, not executives.

Bao et al. (2019) wrote an article on whether managers withhold bad news.
Bao (2019) highlights that “litigation risk and reputational concerns motivate
managers to release bad news quickly” however, “career concerns and personal
wealth” motivate managers to withhold bad news (p. 1). Their research concludes
that managers in general withhold bad news, and after a cross-sectional analysis
Bao et al. (2019) conclude that this incentive is stronger when managers have
greater incentives to support the stock price. In answer to the question of ‘how’,
Bao et al. (2019) propose that auditors ignore board and management reluctance
to disclose wrongdoing.

Hurley et al. (2019) further answers the question of how an auditor can
curb white-collar crime. The article highlights the conflict of interest that impacts
the auditor’s decision-making as “auditors are arguably accountable primarily to
the company they are auditing rather than its current or future investors” (Hurley
et al., 2019, p. 2). They further highlight that auditors are often accountable to
management and not independent of management. Through their research they
find that “removing auditors’ economic accountability to managers and replacing
it with [...] accountability to investors significantly increases audit quality”
(Hurley et al., 2019, p. 32). The article’s answer to how an auditor can thwart
white-collar crime is to report to the board and/or investors and not to corporate
management. Furthermore, the auditor is to accept potential harm from reporting
fraud to public authorities.

Mohliver (2019) discusses the issue of stock option backdating. In his
analysis of this, the role and responsibilities of the auditing firm are highlighted.
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In his research, Moliver (2019) found that “professional service providers have an
economic incentive to demonstrate competence and skill to their clients” (p. 11).
A further study found that professional service firms “assist companies in
concealing the adoption of practices that could potentially result in costly
sanctions from employees” (Mohliver, 2019, p. 11). Regarding the issue of
backdating, Mohliver (2019) states that auditors “served as key professional
experts responsible for auditing financial statements that encompass the
backdating practice” (p. 11). As auditors observe confidential reporting practices
and learn of “liminal reporting practices”, the client-auditor relationship can “lead
auditors to prioritize their clients’ interests over their legal obligations” (Mohliver,
2019, p. 11). Additionally, from reporting fraud to public authorities, the
reputation of the audit firm will take a hit, and the firms may choose to change
audit firms. The article has several answers to the question of how an auditor can
combat white-collar crime, they are as follows: Accept potential harm from
reporting fraud to public authorities and be loyal to the audit task, not to the client.
Harvin and Killey (2021) highlight the potential effect a superstar status of
a CEO can have on the auditor. The study finds that the superstar status of a CEO
potentially has a negative impact on the strategic risk assessment the auditor does.
They may “unwittingly or consciously” lower the risk assessment as a result of
this superstar status (Harvin & Killey, 2021, p. 509). In their study, Harvin and
Killey (2021) state the importance of professional skepticism meaning that the
auditor “maintains a neutral attitude pertaining to the adequacy of the client’s
financial statements” while having a “questioning mind and suspension of
judgment which indicates neither a trust nor distrust of management” (p. 502).
The article has the following answers to the question of ‘how’: Ignore the
potential superstar status of the CEO and maintain professional skepticism.
Herron and Cornell (2021) focus on creativity in the audit process relating
to fraud risk cues. The research article presents several facts. Auditing faces
“competitive pressures, strict regulatory enforcement and threats of legal liability”
(Herron & Cornell, 2021, p. 324). Herron and Cornell (2021) found that
accounting firms have “responded to these intense external pressures by
redoubling efforts to carefully follow established procedures and documentation
requirements of auditing standards and regulatory guidelines” (p. 324). Through
the analysis in this article, it is discovered that “auditor creativity is related to the

ability to detect and respond to potential fraud in ways that are unlikely to be
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captured by standardized procedures” (Herron & Cornell, 2021, p. 324). In other
words, creative auditors are more likely to tailor the standardized procedures to
detect fraud cues and “respond to perceived fraud risk” (Herron & Cornell, 2021,
p. 321). The article proposes the following measures in answer to the question of
‘how’: Be creative, ignore standards and go beyond standards to capture the risks.

Schuster (2021) reiterates the importance of professional skepticism.
Throughout the research process Schuster (2021) concludes that “the continuous
use of professional skepticism is needed to promote a high-level audit and to
ensure the process’s quality” (p. 154). Moreover, in interviewing auditors and
conducting research on previous literature on the topic, it became clear that
understanding the company’s environment is “necessary for the auditor’s
understanding and auditing views through the scrutiny of the structure of the
internal controls” (Schuster, 2021, p. 154). Additionally, auditing partners and
auditors agreed that further training on the topic would “maintain a high level of
accountability within the field” (Schuster, 2021, p. 154). In answer to the ‘how’
question, Schuster (2021) proposes the following: Understand client business,
train auditors in real case studies of detection and maintain professional
skepticism.

Andrew et al. (2022) highlights the importance of providing a proper audit
opinion. Fraud in a firm is often justified through rationalization techniques. This
can occur when “the auditor gives an unqualified opinion to the company on the
presentation of the financial statements that have been made, that states that the
company is fair and has followed the applicable accounting standards in the
presentation of financial statements” (Andrew et al., 2022, p.213). This is often
used by management to justify the fraud committed in a firm (Andrew et al.,
2022). Therefore, by providing false audit opinions, auditors are contributing to
management’s rationalization of fraud. Therefore, in answer to the question of
‘how’, Andrew et al. (2022) states the importance of providing proper audit
opinions.

Martinez (2022) emphasizes several key measures an auditor must do to
detect fraud. In answer to the question of ‘how’, Martinez (2022) proposes the
following: Discussing the audit and firm amongst the engagement team.
Additionally, discussion with management and other key personnel within the
entity, is key to judge the character of management and detect risks of fraud and

misstatements. Martinez (2022) reiterates what other articles in this literature
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review accentuate, that the auditor must maintain professional skepticism
throughout the audit to detect white-collar crime.
The presented literature proposes several answers to the question ‘How

can an auditor prevent and detect white-collar crime’.

Table 1. Below, a visual representation of the categories that the statements of

each author affects is displayed:

Combat | How Aspects of Convenience
Author Prevention | Detection |Requirement Action Motive | Opportunity | Willingness

Karim & Siegel (1998) X X X X

Farrell & Franco (1999) X X X X
Gottschalk (2011) X X X

Alleyne et al. (2013) X X X X X

Suryanto (2014) X X X

Zager et al. (2015) X X X X X X
Asare et al. (2018) X X X X X X
Gottschalk & Gunnesdal (2018) X X X X X X
Alon et al. (2019) X X X X

Bao et al. (2019) X X X
Hurley et al. (2019) X X X X

Mohliver (2019) X X X

Harvin & Killey (2021) X X X X X X
Herron & Cornell (2021) X X X X

Schuster (2021) X X X X
Andrew et al. (2022) X X X

Martinez (2022) X X X X

Below is a chart containing the specific categories of measures from each
author and article proposal, separated into what aids in detection and what aids in
the prevention of white-collar crime:

[See Table 2 in Appendix]

2.3 Hypotheses

After reviewing and describing the 17 presented current research literature,
the following hypotheses have been constructed by grouping the themes and
suggestions of several articles, to form a hypothesis. This analytical work enables
the research of this thesis to discuss the themes and suggestions of several
presented literature. The grouping of the literature is presented below, and the

hypotheses presented will be answered at the end of this thesis.

2.3.1 Hypothesis 1
Several of the articles mention boundary conditions for the audit. A
boundary condition is a set of circumstances that support a positive outcome of an

effort, in this case the audit.
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Client Funding

One such circumstance is the audit fee. Suryanto (2014) studied the
importance of the audit fee determining in their work, that the auditor is to
determine the audit risk which in turn decides the amount of time spent on the
audit. However, the higher the risk within the audit, the more time will be spent
on the audit. According to Suryanto, spending enough time leads to the auditor
requiring sufficient client funding for curbing crime. Thus, funding is a
circumstance that affects the outcome of the audit. Alleyne et al. (2013) express
concern surrounding budget constraints on the way in which audits are completed.
Specifically, they mention that audit staff often feel pressure due to budgets and
see that audit firms adopt “irregular auditing practices and even resort to the
falsification of audit working papers” to meet budget requirements (Alleyne et al.,
2013, p. 11). This confirms and highlights what Suryanto (2014) and Karim and
Siegel (1998) state regarding sufficient funding.

Spend Enough Time

The need to spend more time is confirmed by Suryanto (2014), Alleyne et
al. (2013). The auditor, in the performance of their role and responsibility during
the audit, determines the audit risk. This audit risk, Suryanto (2014) states, relates
to the amount of time that will be used in the audit process. This amount of time,
in turn, will “affect the amount of audit fee to be received or determined”
(Suryanto, 2014, p. 37). The issue of time and money are interconnected, however
existing research literature is clear on the need to spend the time necessary to
fulfill the duties and responsibilities of the audit. As the audit staff often feel
budget pressure, they see the audit firms cutting corners and attempting to use
their time most effectively, which can be detrimental to the quality (Alleyne et al.,

2013).

Audit Team Rotation

Gottschalk and Gunnesdal (2018) conclude in their research that the audit
becomes “less effective in situations where the same auditor has been responsible
for several consecutive years”, as alertness deteriorates (p. 131). A boundary
condition that Gottschalk and Gunnesdal (2018) propose, is frequent audit team

rotation that will disrupt crime convenience.
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Karim and Siegel (1998) point to research by Pincus (1990) stating that
auditors’ prior experience with detecting fraud, positively relates to further fraud
detection. Karim and Siegel (1998) also state that auditors can form estimates
based on their personal experience of management fraud cases as well. This
highlights the importance of infrequent audit team rotation to keep competency
and client knowledge.

Martinez (2022) however, calls attention to the importance of the
discussion of the audit and firm within the engagement team especially between
management and other key personnel within the entity. This is a key to judge the
character of management and detect risks of fraud, misstatements, and to transfer
knowledge. Engagement team discussion is therefore another condition that

enables the auditor to disrupt crime convenience.

Professional Skepticism

Another important topic that is brought to light by several of the authors in
the literature review, is professional skepticism. Harvin and Killey (2021) state
that professional skepticism means that the auditor “maintains a neutral attitude
pertaining to the adequacy of the client’s financial statements”, while having a
“questioning mind and suspension of judgment which indicates neither a trust nor
distrust of management” (p. 502). Schuster (2021) concludes that “the continuous
use of professional skepticism is needed to promote a high-level audit and to
ensure the process’s quality” (p. 154). Furthermore, Zager et al. (2015) highlights
that in the prevention of fraud, the auditor is “responsible for maintaining
professional skepticism throughout the audit” and to consider “the potential for
management override of controls” (p. 697). This professional skepticism,
therefore, is shown to be vital in the work of the auditor in the combat of white-
collar crime. Martinez (2022) lends another statement of support stating that the
auditor must maintain professional skepticism throughout the audit to detect
white-collar crime. Gottschalk and Gunnesdal (2018) also emphasize the aspect of
professional skepticism. They state that throughout the audit procedure, it is vital
that the auditor shows professional skepticism as a lack of this “makes the auditor
less aware of abnormal conditions” (Gottschalk & Gunnesdal, 2018, p. 131).
However, an important measure that answers the question ‘how’, focuses on the

importance of suspicion. The auditor, instead of looking to confirm their
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presumed notions and views, should replace this with suspicion, looking for

deviations.

Understand Client Business

A further boundary condition mentioned by several research literature is
the importance of understanding the client business. Asare et al. (2018) found that
auditors often fail to sufficiently modify the standard audit program to fit the firm
they are working with, due to “a lack of understanding of the client business” (p.
74). Schuster (2021) states that it is clear that understanding the company’s
environment is “necessary for the auditor’s understanding and auditing views
through the scrutiny of the structure of the internal controls” (p. 154). Previous
research literature emphasizes the need for the auditor to fully understand the

client business in order to complete a thorough and accurate audit.

Based on these articles and prepositions, the following hypothesis has been
formulated:
H1: Boundary conditions exist that enable the auditor to disrupt crime

convenience

2.3.2 Hypothesis 2

Farrell and Franco (1999), in their research, draw attention to the auditor’s
responsibility in curbing fraud. They specifically mention the legal framework of
SAS No. 53 that states “the auditor’s responsibility to detect and report errors and
irregularities” (Farrell & Franco, 1999, p. 4). Under SAS No. 82, the auditor has
the responsibility to plan and perform an audit to obtain reasonable assurance
about whether financial statements are free of material misstatement. In their
research, Farrell and Franco (1999) further state that “all professional literature
makes it clear that the responsibility of internal controls, proper reporting, and the
adoption of sound accounting policies rests solely with management” (p. 8).
Auditors, therefore, can aid in the establishment of managerial controls.

Zager et al. (2015) also emphasize the auditor’s role and responsibilities in
the fight against fraud. According to the ‘International Standards on Auditing’
(ISA), the external auditor is “responsible for obtaining reasonable assurance that
the financial statements taken as a whole are free from material misstatement,

whether caused by fraud or error” (Zager et al., 2015, p. 697). The article calls
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attention to the fact that in the prevention of fraud the auditor is “responsible for
maintaining professional skepticism throughout the audit” and to consider “the
potential for management override of controls” (Zager et al., 2015, p. 697).

Karim and Siegel (1998) emphasize the importance that the auditor has
proper training and experience within white-collar crime detection. If cases of
white-collar crime become public, without the auditor’s detection of such, there
will be a call for an increase of auditor responsibility within this topic (Karim &
Siegel, 1998). Responsibility, therefore, is already a topic of interest and focus
and proven to be important in the legitimacy of the audit.

Andrew et al. (2022) accentuate the importance of providing a proper audit
opinion. Fraud in a firm is often justified through rationalization techniques. This
can occur when “the auditor gives an unqualified opinion to the company on the
presentation of the financial statements that have been made, that states that the
company is fair and has followed the applicable accounting standards in the
presentation of financial statements” (Andrew et al., 2022, p. 213). It is vital that

the auditor has and feels responsibility for the audit performed.

Based on these articles, the following hypothesis has been formulated:
H2: The stronger the sense of responsibility an auditor has, the greater the

chance of disturbing crime convenience

2.3.3 Hypothesis 3

Farrell and Franco (1999) state that a “crucial element in deterring theft is
strict internal controls, segregation of duties, and separation of functions” (p. 8).
Internal controls are vital in the combat of white-collar crime and Farrell and
Franco (1999) highlight the fact that auditors can aid in the establishment of such
controls. Zager et al. (2015) conducted research and were also able to conclude
that “the establishment of an appropriate number of internal controls in the
company have a significant impact on the prevention of fraud” (p. 697).
Gottschalk and Gunnesdal (2018) further emphasize the importance of internal
controls, concluding that the most effective audit procedures in detecting fraud
were those that “evaluated the strength of internal controls” (p. 121). The
auditor’s role in the creation and review of internal controls is vital in their work

and responsibility of detecting and preventing white-collar crime.
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Based on these articles, the following hypothesis has been formulated:
H3: The auditor’s engagement in the establishment and review of internal

controls disturbs crime convenience

2.3.4 Hypothesis 4

Gottschalk and Gunnesdal (2018) present an argument about the idea of
looking at the offender instead of the actual offense committed, stating “white-
collar offenders strive to conceal their actions, and most fraud will be well hidden
and difficult to detect” (p. 131). Therefore, instead of searching for the fraud
committed, looking at the individuals and the reasons they may have to commit
fraud is a surer way to detect fraud. By analyzing the individuals, the auditors are

better able to home in on and disturb crime convenience for the individual.

Based on this article, the following hypothesis has been formulated:
H4: To effectively disturb white-collar crime convenience, auditors should

shift from a transaction focus to an individual focus

2.3.5 Hypothesis 5

Alon et al. (2019) found that the auditors often supported the executives of
the company and not its owners or shareholders. Hurley et al. (2019) highlights
the conflict of interest that impacts the auditor’s decision-making as “auditors are
arguably accountable primarily to the company they are auditing rather than its
current or future investors” (Hurley et al., 2019, p. 2). They further emphasize that
auditors are often accountable to management and not independent of
management. Through their research they find that “removing auditors’ economic
accountability to managers and replacing it with [...] accountability to investors
significantly increases audit quality” (Hurley et al., 2019, p. 32). Bao et al. (2019)
wrote an article on how managers withhold bad news, stating that “career
concerns and personal wealth” motivates managers to withhold bad news (p. 1).
They advise auditors to ignore board and management reluctance to disclose
wrongdoing to report fully and truthfully. Another factor that influences the
auditor is the potential effect the superstar status of a CEO can have on the auditor
(Harvin & Killey, 2021). The study in the article finds that the superstar status of
a CEO potentially has a negative impact on the strategic risk assessment the

auditor does. They may “unwittingly or consciously” lower the risk assessment as
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a result of this superstar status (Harvin & Killey, 2021, p. 509). Mohliver (2019)

further supports this conclusion stating that the client-auditor relationship can

“lead auditors to prioritize their clients’ interests over their legal obligations” (p.

11).

Based on this article, the following hypothesis has been formulated:

HS: The relationship with management can harm the auditor’s ability to

disturb crime convenience

Table 3: A summary of the hypotheses and the literature they are anchored in:

Hypothesis

Hypothesis

Literature

H1

Boundary conditions exist
that enable the auditor to
disrupt crime convenience

Karim and Siegel (1998)

Alleyne et al. (2013)

Suryanto (2014)

Zager et al. (2015)

Asare et al. (2018)

Gottschalk and Gunnesdal (2018)
Harvin and Killey (2021)

Schuster (2021)

Martinez (2022)

H2

The stronger the sense of
responsibility an auditor
has, the greater the chance
of disturbing crime
convenience

Karim and Siegel (1998)
Farrell and Franco (1999)
Zager et al. (2015)
Andrew et al. (2022)

H3

The auditor’s engagement
in the establishment and
review of internal controls
disturbs crime convenience

Farrell and Franco (1999)
Zager et al. (2015)
Gottschalk and Gunnesdal (2018)

H4

To effectively disturb white-
collar crime convenience,
auditors should shift from
a transaction focus to an
individual focus

Gottschalk and Gunnesdal (2018)

H5

The relationship with
management can harm the
auditor’s ability to disturb
crime convenience

Alon et al. (2019)

Bao et al. (2019)
Hurley et al. (2019)
Mobhliver (2019)

Harvin and Killey (2021)
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Table 4: The research model:

| Boundary Conditions

I Auditor responsibility
How can an auditor prevent and detect|

| Internal controls white-collar crime?
A convenience theory approach

|

I Transaction focus |

I Relationship with management

2.4 Convenience Theory

Above, the differing points of view on how an auditor can curb white-
collar crime have been discussed. However, this thesis bases itself on the theory
of convenience. Therefore, in order to reach this goal, convenience theory first
needs to be explained in depth.

Convenience theory was developed by BI Professor Petter Gottschalk.
According to Gottschalk, convenience theory is based on “the premise that
committing financial crime can be a convenient solution to a problem or a
challenge” (Gottschalk, 2018, p. 21). Convenience theory describes three aspects
of white-collar crime, the economic aspect, the organizational aspect, and the
behavioral aspect.

In 2020 Petter Gottschalk took this theory a step further by modeling the
theoretical structure of convenience in white-collar crime in the article ‘Modeling
the Theoretical Structure of Deviant Convenience in White-Collar Crime’. His
ambition with this structure is to “stimulate both future empirical studies and
further theory development”, and this structure will be used to answer how an
auditor can curb white-collar crime (Gottschalk, 2020, p. 1). This theory is
additionally supported and reviewed by several researchers and authors,
specifically Hansen (2020) and Vasiu and Podgor (2019).

There are three dimensions in Convenience Theory, namely the economic
dimension, the organizational dimension, and the behavioral dimension. The
economic dimension captures the financial motive, the organizational dimension
captures the organizational opportunity, and the behavioral dimension captures the
personal willingness to commit white-collar crime (Gottschalk, 2020). These
categories can further be divided into subcategories, as seen by the following

model:
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INDIVIDUAL
CORPORATE

CONVENIENCE

CONCEAL }— —{ CHAOS I

COLLAPSE
INDENTITY
CHOKCE l_ —{ RATIONALITY
NEUTRALIZATION

INNOCENCE

2.4.1 Motive

The financial motive is one of the aspects in convenience theory. It states

POSSIBILITIES

THREATS

that profit itself might be a goal or enables individuals to “exploit possibilities to
avoid threats by financial means” (Gottschalk, 2020, p. 2). The financial motive
includes both possibilities and threats for individual employees and for the

organization itself.

Possibilities

There are several things that can fall under ‘possibilities’ coming from
financial crime. Possibilities for the individual might include climbing the
hierarchy of needs for status and success (Maslow, 1943). For an individual who
already is considered being on a high level on the pyramid of needs, might still
look for possibilities to increase their status and the “likelihood of being
promoted, receiving increased compensation, and earning bonuses due to goal
achievement” (Braaten & Vaughn, 2019, p. 5). Financial crime might then be the
convenient option for reaching that level.

There are, of course, also some possibilities that the corporation might

consider. These may include “reaching business objectives by ignoring whether or

not means are legitimate or illegitimate” (Gottschalk, 2020, p. 5). In some cases,
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the bottom line of the firm might be so vital, that “ends simply justify means”
(Gottschalk, 2020, p. 5). The article establishes that high-performance goals cause
unethical behavior. The thing that may often happen in high-performance goal-
oriented firms, is that rather than “viewing profits as an enabler to invest and
expand, profits as such might be the final goal in itself” (Gottschalk, 2020, p. 5).

They resort to financial crime as advantages exceed disadvantages.

Threats

There are several threats that an individual and an organization might face
that increase the convenience of committing financial crime. Threats may be
organizational failure in the form of sunk costs arising from capital expenses
already invested in the enterprise and bankruptcy (Braaten & Vaughn, 2019). This
threat not only threatens personal income and status but may also cause other
negative effects in society. As many executives have a fear of falling from their
status, the threat of bankruptcy, or ‘corporate collapse’, may cause “exploration
and exploitation of illegal avenues to survive” (Gottschalk, 2020, p. 6). Although
this may often start as a temporary measure to recover from a crisis that will be
terminated when the crisis is over, this sets a dangerous precedent and culture

within an organization (Gottschalk, 2020).

2.4.2 Opportunity

STATUS
ACCESS

commIT

OPPORTUNITY

CONCEAL
COLLAPSE

Within the organizational opportunity, convenience exists in two parts.
First to commit white-collar crime, and the other to conceal white-collar crime.
The offenders usually have high social status and with legitimate access to
resources in the company and commit crime by “virtue of their corporate positions
and professional roles in society” (Braaten & Vaughn, 2019, p. 5). Therefore,
committing financial crime might be convenient. Concealing financial crime

might be convenient because of “decay, chaos, and collapse” (Gottschalk, 2020, p.
6).
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Committing Financial Crime

Leaders and executives in an organization can use their status and a more
complex language in their communication that the other employees do not
understand. However, the employees still trust the messages they do not
understand because of the leaders and executives’ status. Additionally, some high-
status offenders have the perception that they are “too big to fail and too powerful
to jail” (Gottschalk, 2020, p. 6). They are in a privileged position, have a high
social status and believe that their importance is too high to be blamed for crime.
Furthermore, the white-collar criminal can use “his or her access to resources and
fosters trust due to his or her position in a social or organizational hierarchy or
network” (Braaten & Vaughn, 2019, p. 6).

Typically, a white-collar criminal has “legitimate and convenient access to
resources to commit crime” (Gottschalk, 2020, p. 7). Gottschalk explains that a
resource is “an enabler applied and used to satisfy human and organizational
needs. A resource has utility and limited availability” (Gottschalk, 2020, p. 7). He

concludes that access to resources equates access to power.

Concealing Financial Crime

The article highlights several convenient ways of concealing criminal
activity. Often, lack of transparency increases convenience in concealing illegal
transactions. This is especially prevalent in accounting, where misreporting is
convenient in less transparent organizations. Oftentimes, managers can also
withhold negative situations by misrepresenting the accounts. When this is then
linked with the auditors’ failure to “conduct substance reviews”, the continued
concealment of illegal activity is enabled (Gottschalk, 2020, p. 9). Auditors are
supposed to act as gatekeepers that protect shareholders and other stakeholders,
however Hurley et al. (2019) found that auditors are often hired and controlled by
corporate management. Furthermore, if the crime committed is complicated,
concealing crime is convenient because others are incapable of understanding the
actions committed (Weick, 1995). However, even when someone believes they
have noticed something of an illegal nature, actually reporting the activity might
be difficult. In most countries there is no benefit of reporting misconduct in an
organization, and individuals are usually concerned about possible “retaliation and
reprisal” (Gottschalk, 2020, p. 9). This leads to white-collar crime remaining

conveniently hidden even when observed by others. This emphasizes the
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importance of not only effective whistleblowing channels, but also the amount of

trust in that system.

2.4.3 Willingness

CHOICE RATIONALITY |

LEARNING
JUSTIFICATION
NEUTRALIZATION

The final aspect of crime convenience is personal willingness for financial

INNOCENCE

crime. For a white-collar criminal, it can be convenient to “be deceitful to obtain
personal gain at the expense of others” (Braaten & Vaughn, 2019, p. 6). There are
several things that can result in the ‘choice of crime’, and this can be “deviant
identity, rational consideration, or learning from others” (Gottschalk, 2020, p. 2).
However, the convenience in the aspect of personal willingness of crime is mostly

caused by perceived innocence made possible by justification and neutralization.

Choice

An important aspect of choice is identity. Oftentimes, identity is defined as
what the individual considers right and wrong. White-collar criminals may argue
that “laws are there to protect the powerful” and that if the powerful themselves
break a law, then the law “[needs to change] rather than punish[ing] the violators”
(Gottschalk, 2020, p. 10).

A second aspect is rationality. This is based on the fact that advantages
and disadvantages are subjectively compared (Miiller, 2018). If the benefits of
crime outweigh the cost, “it is considered rational to commit crime” (Gottschalk,
2020, p. 12). The greater the benefit of crime is and the less the cost of crime is,
the more attractive committing the criminal act becomes.

The third and final aspect of choice is learning. Sutherland (1983)
discussed differential association. This perspective suggests that “offenders
associate with those who agree with them, and distance themselves from those
who disagree” (Gottschalk, 2020, p. 13). This entails that choosing crime is

caused by learning from those with whom the criminal associates.

26



Innocence
Innocence, or the feeling thereof, is created by justification and
neutralization. A study done by Schnatterly, Gangloff, and Tuschke (2018) found

that offenders often explain their choice of crime as ‘morally justifiable’. These

individuals may use pressures and circumstances as an excuse in an attempt to
justify their actions. These pressures often come from outside the organization in
the form of competition and shareholders. Disappointing work situations, the
feeling of being unappreciated and negative life events may serve as justification
for the perpetrator (Gottschalk, 2020). Finally, the corporate culture and feelings
of peer pressure where the offender “claims that the offense had to take place
because a person with authority had told the offender to do so” may act as a
justification (Gao & Zhang, 2019).
Neutralization is another key to the feeling of innocence. Sykes and Matza
(1957) introduced several neutralization techniques that have been developed in
recent years. The key instances that Schoultz & Flyghed (2019) identified
regarding neutralization were:
“disclaim responsibility for crime, refuse damage from crime, refuse
victim from crime, condemn those who criticize, apologize by higher
loyalties, claim blunder quota, claim legal mistake, claim normality of
action, claim entitlement to action, claim solution to dilemma, argue
necessity of crime, claim role in society, perceive being victim of incident,
gather support for behavior, and claim rule complexity”. (Gottschalk,

2020, p. 14)

3. Methodology

3.1 Introduction to the Research project

The main purpose of this thesis is to define how an auditor prevents and
detects white-collar crime, and how the auditor disturbs the aspects of crime
convenience. Through the analysis, the interviews will be used to map what
actions and requirements an auditor can use to curb white-collar crime.

Through the research process the statements from previous literature are
being confirmed, however there are also new perspectives on already raised
measures, as well as some measures that are refuted by the research.

The main aspect of the research in this thesis is based upon interviews

with key employees in large firms in Norway. By asking questions that include
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key phrases, such as ‘in what way’ and ‘to what extent’, the acquired knowledge
can further the understanding of the subject and give light to areas of
improvement.

A process of investigation is performed in this thesis, in order to try to
effectively answer the research question and hypotheses stated. Innes (2007)
presents this process as three stages of investigation: first identifying and
acquiring, second interpreting and understanding, third ordering and representing.
During the second stage, interpreting and understanding, information is
“translated into intelligence or knowledge” and is then, in the third stage,
configured with “extant knowledge held by the investigators in a format that
enables a solution to the question that is the focus of the investigation” (Innes,
2007, p. 255). The thesis will aim to compare the knowledge presented in the
existing research literature with the knowledge gathered through the interviews

performed in the research of this thesis.

3.2 What is an Interview

As the research project is largely based on interviews, the definition of
what an interview is, becomes vital. An interview is defined by Bill Gillham
(2000) as a “conversation, usually between two people”, but where the
interviewer is “seeking responses for a particular purpose from the other person:
the interviewee” (p. 1). Furthermore, the purpose of the interview determines the
interview’s form and style. The interview is classified as a research interview,
where the purpose is to “obtain information and understanding of issues relevant
to the general aims and specific question of a research project” (Gillham, 2000, p.
2). There are a range of approaches when it comes to interviewing. There are
unstructured, semi-structured and structured interviews. Semi-structured
interviews, however, are “generally organized around a set of predetermined
open-ended questions, with other questions emerging from the dialogue between
interviewer and interviewees” and is the most used form of interview in a
qualitative research design (DiCicco-Bloom & Crabtree, 2006, p. 315).

This thesis takes semi-structured interviews into use. The aim was to
facilitate a depth and dialogue by asking predetermined open-ended questions.
The questions asked in this research project aim to enlighten the issue of the

auditor in white-collar crime detection and prevention and resulted in a semi-
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structured interview. The answers given reflect the views of the participant and
give insight into what an auditor can do and require.

Unlike any other format, an interview gives a depth and a dialogue
between the interviewer and the interviewee, however one downside to this

research method is the number of observations versus a statistic analysis.

3.3 Sketch of Method Chosen

It is important to decide what type of research design, or strategy, is best
used for answering the research question. There are two main research methods, a
quantitative method, and a qualitative method. According to Polit and Beck
(2012), quantitative research takes use of numbers and accuracy, while
experiences and human perceptions are at focus in qualitative research. According
to Swanson and Holton (2005), qualitative research is strong at attaining deep and
detailed understandings about a specific group or sample. To try to achieve a
better understanding of how an auditor curbs white-collar crime, interviews with
individuals from several industries and different roles was done. As a
consequence of using interviews, a qualitative research design was resorted to,
that can be divided into several categories, where this thesis uses an exploratory
research design.

Exploratory research has a multitude of definitions. Richard Swedberg
(2020) believes that at its core, it “consists of an attempt to discover something
new and interesting, by working your way through a research topic” (p. 17).
However, exploratory research seldom leads to innovative results. One form of
exploratory research design is to explore a topic that has been researched before.
The idea is to generate new ideas and hypotheses; however, it is not always
possible to verify these (Swedberg, 2020). To achieve a greater understanding on
how an auditor can curb white-collar crime, this type of research design better fit
the goal. Through the acquisition of previous research through existing research
and literature, this thesis aims to further describe in detail how an auditor can
combat white-collar crime and disturb crime convenience in Norway, trying to
add to what previous research and literature have done. By including more than
one interview the researchers aim to analyze and compare the results of the
research with the different interviewed individuals, where they tried for a nuanced

analysis by detecting similarities and differences in the statements.
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Interviews are among the most familiar strategies for collecting qualitative
data, and in the exploratory research design, semi-structured interviews with “a
set of predetermined open-ended questions will be used, with other questions
emerging from the dialogue between interviewer and interviewees” (DiCicco-
Bloom & Crabtree, 2006, p. 315). Jupp et al. (2011) underline that interviews “can
be an invaluable source of information and opinions that generate valid,
representative and reliable data” (p. 104). Semi-structured interviews are used,
aiming to enable a more in-depth understanding of the topic, where the
interviewers can further their knowledge with their different knowledge and
experience surrounding the auditor and how an auditor can combat white-collar
crime. The interviews were conducted either in person or via Microsoft Teams,
due to the Covid-19 pandemic.

The interviewees were sent the list of questions beforehand, allowing them
to thoroughly reflect around the topic of how an auditor can thwart white-collar
crime. The questions were open ended, where the interviewee used their own
thoughts to answer the questions and were not required to select responses from a
fixed list of answers. Since the possible answers are not predetermined, themes
are created based on the answers from the interviewees. The same is done for the
presented literature. The themes from the literature and the interviews are then
compared, and matching themes will be discussed regarding convenience theory.
Unmatched themes will not be discussed as it can neither be confirmed or denied
by interviews or literature. It has not been deemed necessary to transcribe the
interviews due to the brief and ad hoc nature of the interviews, and so note-taking

was resorted to (Jupp et al., 2011).

3.4 Qualitative Research Methodology: Trustworthiness

It is important that qualitative research has trustworthiness. In qualitative
research, trustworthiness captures the reliability, validity, and objectivity of the
research (University of Miami, 2020). Leung (2015) refers to reliability as “exact
replicability of the processes and the results” (p. 326). In qualitative research,
validity is different from validity in quantitative research. In qualitative research,
validation is “trying to assess the “accuracy” of the results, as best described by
the researcher, the participants, and the readers”, according to Creswell & Poth
(2013). Leung (2015) states that in qualitative research, validity “means

“appropriateness” of the tools, processes, and data” (p. 325).
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Trustworthiness is achieved by credibility, authenticity, transferability,
dependability, confirmability, criticality, and integrity (University of Miami,
2020). This will be further explained below, but in what way the requirements

presented in this section are fulfilled in this thesis, will be analyzed in section 5.5.

3.4.1 Credibility

The credibility of the research questions of the results are “an accurate
interpretation of the participants’ meaning” (University of Miami, 2020). Carboni
(1995) stated that ensuring credibility is “the conscious effort to establish
confidence in an accurate interpretation of the meaning of the data” (Whittemore
et al., 2001, p. 530). Additionally, the research results should reflect the
experience of the interviewees in an authentic/credible way, and also fit the
description. It is important that the interpretations are correct and trustworthy
(Thorne, 1997). Important to the research in this thesis, is the credibility of the
interviews. Expertise and knowledge add to the credibility of findings in

interviews, both academic knowledge and experiential knowledge.

3.4.2 Authenticity

The authenticity of the research inquires whether the different voices are
heard (University of Miami, 2020). Authenticity means that the interviewees’
experiences and statements are reflected by the research, and is related to
credibility, as discussed above (Sandelowski, 1986). The authenticity of the
interviewees is critical for the validity of the research, due to “the multivocality of
an interpretive perspective” (Whittemore et al., 2001, p. 530). And as
Hammersley (1992) states, it is crucial that the researchers are true to the research
they are conducting. Furthermore, following Lincoln (1995) the researchers must
be aware of subtle differences in the interviewees’ voices. Lincoln together with
Dezin (1994) stated that the researchers can have an influence on how

authentically interviewees answer about their experiences.

3.4.3 Transferability

Transferability relates to how the results of the research can be generalized
or “transferred to other contexts or settings” (Trochim, 2007). However, it is
important to note that transferability is not the responsibility of the researcher but

the one doing the generalizing. The researcher can, however, enhance
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transferability by thoroughly describing “the research context and the assumptions
that were central to the research” (Trochim, 2007). However, the one transferring

the results to a different context is responsible for the sensibility of that transfer.

3.4.4 Dependability

Dependability emphasizes the need for researchers to take heed to the
constantly changing environment in which research takes place. The researcher is
responsible for explaining the changes that take place and how this has affected
the way in which the research was done. In qualitative research dependability, that
the results are subject to change and instability is emphasized, rather than

reliability (Trochim, 2007).

3.4.5 Confirmability

Confirmability refers to the degree to which the results of the research can
be confirmed or verified by others, as qualitative research tends to “assume that
each researcher brings a unique perspective to the study” (Trochim, 2007). In
order to enhance confirmability, the researcher can document the procedures for
checking and rechecking the data throughout the study, being self-critical, actively
“search for and describe instances [...] that contradict prior observations” and

judge the potential for bias and distortion (Trochim, 2007).

3.4.6 Criticality

The criticality of the research questions if there is “a critical appraisal of
all aspects of the research? (University of Miami, 2020). Critical assessment must
be proven through a careful description of the research design. Furthermore, it is
important to be critical when looking for alternative hypotheses, to explore
negative cases and to investigate biases (Marshall, 1990). In order to protect
against distortion or conjecture, it is important that the researcher’s interpretation

is substantiated by evidence (Maxwell, 1996).

3.4.7 Integrity

The integrity of the research questions if the investigators are self-critical
(University of Miami, 2020). Integrity is a crucial aspect when researchers reflect
and analyze qualitative research. Johnson (1999) states that subjectivity is

important in research, and that subjectivity in research imply that researchers can
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interpret data differently, therefore they must show evidence of integrity in their
research process. Researchers should therefore be self-critical and seek integrity
throughout their research process to prevent uncritical verification of data

(Johnson, 1999).

As to what degree this thesis fulfills credibility, authenticity, transferability,
dependability, confirmability, criticality, and integrity will be discussed in section

5.5.

3.5 About the Interviews

Interviews have been conducted with seven individuals from five different
industries and firms, who have wide areas of expertise and years of experience.
This includes interviews with individuals working at Deloitte, Det Norske Veritas
(DNV), Wilhelmsen Group, the Norwegian National Authority for Investigation
and Prosecution of Economic and Environmental Crime (Jkokrim), and one
expert within the field of auditing. This in order to get the broad spectrum and
points of view on the issue of white-collar crime and an auditor, as they are all
operating at different points relating to the issue at hand. The aim was to gain a
broader perspective to the research question, but to still clarify the issues at hand.
The information obtained through this process will be compared to existing
research literature to discern where they agree and on what they disagree. The
time spent for each interview ranged from 40 to 60 minutes and was both face to
face and through video conference tools. In order to gain insightful and credible
information and understanding on the issue at hand, the aim was to interview
individuals with large amounts of experience within the field and at higher levels
within their industries. The process of getting in contact with and arranging
interviews with these individuals was done by contacting the individuals directly
after researching their industry, organization, role, and experience within it, in an
effort to ensure that the obtained information would be relevant and credible. This
further resulted in obtaining opportunities to interview individuals at higher levels
within the respective organizations.

The first two interviews were with two Partners at Deloitte, one of which
doubles as Office Manager. They both have a great deal of experience with
auditing across many industries and businesses. To further the research of this

thesis, an interview with an expert within the field was conducted. This expert
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holds a PhD and is published in several leading journals. Furthermore, this section
entails an interview with a Finance Director from DNV, who has worked at DNV
for several years and has many years’ experience within audits and all financial
dealings within the company. In order to get a broader perspective on the subject
at hand the researchers of this thesis had the pleasure of interviewing a Group
Compliance Manager for the Wilhelmsen Group, who has wide experience within
compliance and whistleblowing.

The final two interviewees work at @kokrim. The first, currently works as
a police prosecutor but has previous experience as auditor in Norway. The
interview section will conclude with the director of @kokrim, who currently
presides over all @kokrim matters, and has several decades of experience within

crime investigation and law.

4. The Interviews

4.1 Sturle Holseter, Partner, Deloitte

Mr. Holseter works as a Partner and Office Manager at Deloitte Audit &
Assurance. Holseter has broad experience with challenges regarding internal
control and financial reporting, purchase and sale of businesses, due diligence,
and restructuring.

The most important way for an auditor to prevent white-collar crime in an
organization, is, according to the Partner, to “ensure that there is an appropriate
and sufficiently established segregation of duties”, meaning a separation of
functions (Holseter, 2022). An auditor has to obtain an understanding of the
different accounts in the financial statements, and check all material records
where fraud may occur, especially related to bank transactions and how the
control and separation of functions is designed and implemented.

Additionally, Mr. Holseter states that if auditors have a visible presence in
the client’s organization, it “hinders management’s opportunity” to commit crime
because an auditor reviews and verifies the organization’s dispositions and
internal control (Holseter, 2022). Also, the auditor keeps a close eye on the CEO,
and checks if the CEO follows the instructions given by the board of directors.
The Partner states that it is “important to remember that the auditor is appointed
by the owners, and the owners are interested in ensuring that the board has had
instructions for the CEO and that the CEO follows the instructions” (Holseter,

2022). The external auditor is appointed by the shareholders, and “report to the
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board and general assembly on the quality of the design and implementation of
the internal controls. The CEO is further responsible for implementing a sufficient
internal control relevant for the business” (Holseter, 2022).

An important task in an auditor’s work that can prevent and detect white-
collar crime is, according to Mr. Holseter, to “ensure that proper internal controls
are designed and implemented, as stated in the auditor’s report” (Holseter, 2022).
An auditor may identify deficiencies in the internal controls that “can increase the
risk of misstatements and errors” (Holseter, 2022). One advantage of having an
external auditor is, according to the Partner, that the client has a good sparring
partner who can help promote the importance of sufficient internal control. He
further states that it is important for an auditor to maintain professional skepticism
as “a good auditor who is skeptical, will ask the right questions and assess the
design and implementation of relevant controls”, and can report where there is
room for improvement to the board of directors and the general assembly
(Holseter, 2022). Mr. Holseter further mentions that professional skepticism aids
in ignoring the potential superstar status of the CEO. He states that “experience
shows that fraud is often committed by CEOs and CFOs that are very charismatic,
very nice, very socially adept, always have full control, know pretty much
everything, and can out-talk an inexperienced accountant” (Holseter, 2022).
However, if the auditor maintains a skeptical attitude, the auditor can see past the
CEOQ'’s facade.

Holseter (2022) states that an important aspect in the work of an auditor is
that an auditor gets “100% access”. He informs that it is stated in the letter of
commitment, that “we shall have 100% access to persons, documents, and sources
that are relevant to our audit, and the company also signs a management
representation letter as part of the audit” (Holseter, 2022). It is fundamental to
have access to everything in a company to be able to detect white-collar crime.

Furthermore, the Partner stresses the importance of understanding the
client’s business. The auditor must understand how the business is organized and
how it makes money. Throughout this process it is important that “we start from
the point of view of the owners, the board, the CEO and so on” (Holseter, 2022).
Mr. Holseter further emphasizes that it is also important to understand how the
delegation of responsibility is in the company, and clarify “who has the
responsibility, what responsibility do they have, what control points do you

have?” (Holseter, 2022). It is crucial to understand what concerns the shareholders
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and board of directors have related to fraud risks, hence a fraud risk assessment is
made based on their understanding of the business. The auditor then can focus
their audit work on the relevant areas where an increased risk of fraud and
misstatements may occur (Holseter, 2022).

Finally, the Partner at Deloitte highlights some important aspects. First,
that the audit “requires time from the organization, and they also have to pay for
the audit” (Holseter, 2022). This highlights the importance of auditor
independence, citing the potential conflict as the client funds and sets aside time
that the auditor requires, and that “the auditor works for the individuals that pay
the bill” (Holseter, 2022). For the auditor to be able to conduct a more thorough
audit and be better able to detect white-collar crime, the auditor must require more
funding from the client. This will lead to the auditor being able to spend more
time familiarizing themselves with the organization and the risks.

Holseter (2022) proposes several specific measures to the question of ‘how
an auditor can prevent and detect white-collar crime’. They include requiring
separation of functions, practice visible presence in client organization, protect
owners, not executives, require and review internal controls, require access to
everyone and everything, require sufficient client funding, understand client
business, perform proper risk assessment, maintain professional skepticism, and to

ignore the potential superstar CEO.

4.2 Marianne Eriksrud, Partner, Deloitte

Marianne Eriksrud is the newest partner at Deloitte Audit & Assurance in
Drammen. She has broad experiences with both local and international businesses
and is an expert in the real estate industry, having spent 16 years at Deloitte.

According to Eriksrud (2022), the most important task an auditor does is
to become familiar with “the risk factors that exist for the company being
audited”. It is important that “everyone on the team is informed about the risks in
the company and that it is not just the partner who has all the information”
(Eriksrud, 2022). “The first thing we do at start-up meetings on the topic is to
discuss fraud, which risks we see as fundamental, and that risk scenario will
determine what actions we take” (Eriksrud, 2022). The determination of areas of
risk varies based on the auditors’ knowledge of the industry, the people, and the

management in the organization. Eriksrud (2022) adds that experience within the
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various industries significantly aids in that process, having had several cases of
fraud detection herself.

Eriksrud (2022) highlights the strong or high-status CEO, saying that it is
vital that “the auditor asks the same questions, regardless of the behavior of some
top managers”. The issue is that these strong leaders “override their own
organization and their own controls, so that they can do as they please and
manipulate what they want” (Eriksrud, 2022). Although auditors work with the
support structure for the leaders, such as controllers, Eriksrud (2022) adds that “it
is clear that a strong top manager will be able to override everyone in his
organization, and then it is absolutely necessary that we have seen the risks in
advance to be able to detect it”.

An area that the auditor focuses on is to “ensure that the company has
sufficient internal control”, as a lack thereof creates opportunity to commit
criminal acts (Eriksrud, 2022). Eriksrud (2022) adds that “if the internal control is
not in order, we will not be able to detect anything either”. Internal control
removes opportunity for the potential white-collar criminal as one individual is
unable to bypass controls without having to cooperate with someone else in the
organization. Managers generally have access to most resources within the
company; however, most companies have two-part authorization in banking,
highlighting the effect of internal controls. Furthermore, Eriksrud (2022) says that
“the more people who have to certify and cooperate in order to commit a criminal
act, the lower the risk is of it happening”.

The auditor regularly meets with the board or owners without the CEO
being present. These meetings often discuss the CEO, their workload, and the
expectations they have of the CEO. Eriksrud (2022) elaborates stating that the
auditor’s “alert the board if we think the CEO has too much workload and is
struggling, something we regularly see”. Bonus schemes are the first thing an
auditor asks about with new clients, discussing them in start-up meetings. There
may be several reasons for large bonus schemes, for example in order “to get the
right people” Eriksrud (2022). The partner adds that “an auditor cannot directly
influence bonus schemes and requirements the board set for top managers”, but
“we can tell the board that it increases the risk and affects, to a greater extent, our
risk assessment and the audit procedures we do and the audit fee” (Eriksrud,

2022)

37



Eriksrud (2022) highlights auditor independence as an important factor in
curbing white-collar crime, highlighting “independence from the client, and being
steadfast in important confrontations”. It is important to remember that “we are
not employed by the client but are employed to ensure that nothing is wrong”
(Eriksrud, 2022).

She further highlights that audit team rotation at the partner level “can be
healthy, because you may eventually develop a relationship with the client and
become a ‘friend’” (Eriksrud, 2022). It is easier to have the difficult conversations
with a newer client, however Eriksrud (2022) adds that the backside to rotation is
that client knowledge is vital to be able to detect fraud. Eriksrud (2022) points out
that “if you audit a new company every year, you will not discover as much as
you would if you have had the same company for a few years and begin to know
the company better”. The solution, Eriksrud (2022) believes to be is “to have
junior staff and managers who know the company on the team but then have a
partner who comes in with new eyes after every few years” (Eriksrud, 2022).

In conclusion, Eriksrud (2022) emphasizes the importance of start-up
meetings as “the manager and partner may, at times, not have enough time to
review the work at the end of the audit”. It is very important that the team is aware
of, and agrees on, the risks and risk assessments discussed at start-up. “Enough
time should be set aside for the audit, nevertheless, managers cannot ‘turn every
stone’, this would also be too expensive” (Eriksrud, 2022). She concludes that
increased funding would lead to the ability to “look at many more invoices”
which could lead to more detection and prevention of crime but would not
necessarily be the best way to do so.

Eriksrud (2022) proposes several specific measures and requirements to
the question of ‘how an auditor can prevent and detect white-collar crime’. These
include performing proper risk assessment, understanding the client business,
ignoring the potential superstar CEO, requiring, and reviewing internal control,
working with the board, auditor independence, the issue of audit team rotation,

spending enough time, and requiring sufficient client funding.

4.3 Tobias Svanstrom, PhD, Expert in the field
Tobias Svanstrom is an expert within the field of auditing, holding a PhD
from Umed University and being a professor at Umea School of Business,

Economics and Statistics and adjunct professor at BI Norwegian Business.
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Svanstrom has not only researched topics within auditing but has also had his
research published in several prestigious and leading journals in the field. He has
also published several book chapters, including one chapter in the book ‘The
Routledge Companion to Auditing’.

Professor Svanstrom points to several ways in which the auditor is enabled
to, and actions they can do to curb white-collar crime. He points to the importance
of the fraud triangle saying, “it is vital for the auditor to be aware of opportunities,
motive and rationalization” (Svanstrém, 2022). The professor highlights several
actions and requirements that enable the auditor to be aware of these aspects.

One such action is working with the owners and board of directors in
being aware of incentives for management. Svanstrom (2022) highlights the
importance of understanding “the compensation and bonus schemes of
organizations”, as these can provide an incentive, or motive, to resort to white-
collar crime in order to achieve them. Svanstrom (2022) believes they can provide
a motive for “manipulating numbers to achieve them”. The Professor adds that
“the auditor may have a role in providing advice, based on their knowledge of the
organization or industry, to the owners or board regarding bonuses and incentives,
to ensure that they do not become unrealistic so that managers resort to crime to
obtain them” (Svanstrom, 2022). Svanstrom (2022) adds that “for the consultation
and advisory role, the auditor must follow the independence rules, however some
advice is also expected as part of the audit engagement”. He further adds that
“realistic expectations are important, as motives are provided when gaps are too
big between expectations and reality. Realistic expectations are important.”
(Svanstrom, 2022). This role of consultation and advisor can, according to the
professor, be a natural role. In fact, Svanstrom (2022) points to existing research
that “has also shown that it is clear that the auditor can take on such a function
especially as many times the accountant is the one person who can take on that
role” (Svanstrom, 2022).

It is, therefore, vital that the auditor is able to “ask the uncomfortable
questions, and a requirement for being able to do so is independence and
professional skepticism” (Svanstrom, 2022). The professor highlights these traits
as helpful in combating white-collar crime, as well as “following trends and
developments within the organization and industry” in order to fully understand

and be aware of opportunities for white-collar crime (Svanstrom, 2022).
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Svanstrom (2022) mentions audit team rotation as a topic relating to the
auditor’s ability to curb white-collar crime, as there “is often high turnover”. The
professor sees that there “is a positive dimension in bringing in new people,
gaining new perspectives, and maybe seeing things that have not been emphasized
before” (Svanstrom, 2022). However, Svanstrom (2022) states that “overall it is
more negative with a lot of rotation”. The professor highlights that it is in fact
detrimental to the auditor’s ability to understand the organization fully, as the
learning process leading up to client knowledge is disrupted. Svanstrom (2022)
elaborates that “literature has proven that when the assignment manager is rotated,
the quality of the audit is reduced in a couple of years to follow, further impacting
the auditor’s ability to combat white-collar crime negatively”. He highlights that
there “must not be too much turnover”, as the “client knowledge, such as how
they earn money and what the incentives are like, is lost” (Svanstrom, 2022).

The professor highlights sufficient client funding as a further requirement
that enables the auditor to thwart white-collar crime. He believes “it is a problem
when there is not sufficient funding as there is not enough time to discuss the
audit fully and a lot of the work tends to be delegated to junior staff” (Svanstrom,
2022). He goes on to say that sufficient funding leads to more experience, or
expertise, and more time for the audit. He highlights that as white-collar crime
detection and prevention is not the main goal of the audit, it becomes even more
important to have the sufficient funding necessary to spend the time necessary and
have the expertise necessary to be able to combat white-collar crime, avoiding the
“tick-box mentality”” (Svanstrom, 2022). In all, sufficient client funding “increases
the likelihood of discovering and reflecting on the responsibility of combating
white-collar crime through reflection and discussion within the team and with the
client” (Svanstrom, 2022).

Professor Svanstrom proposes several specific measures and requirements
to the question of ‘how an auditor can prevent and detect white-collar crime’.
These include working with the board, understanding the client business, the issue
of audit team rotation, requiring sufficient client funding, spending enough time,

and maintaining professional skepticism and independence.

4.4 Jostein Furnes, Finance Director, DNV
Mr. Furnes is the current Finance Director for DNV Maritime. He has

worked as Group CFO for 6 years and has had two stints as Maritime Finance
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director for a total of 16 years, totaling to experience of 22 years. He has broad
experience within finance, budgets, controls, structuring and has worked with
auditors during the interim and year-end audit for many years.

The Finance Director at DNV sees the high staff turnover at audit firms as
a disadvantage for their work in detecting white-collar crime in the company. He
feels that the audit team cannot build competence about DNV when “you replace
the whole team except for a partner for a 3—4-year period” (Furnes, 2022). Then
you must start from scratch again, teaching the new auditors how the business
works and how its controls work, which can be difficult due to DNV’s complex
business model. Mr. Furnes affirms that “for outsiders, the business models, setup,
how things flow, everything from entering into a contract to data flow, the whole
process is quite complex”, making it difficult for newly educated auditors to
understand their business (Furnes, 2022). Moreover, “if they do not fully
understand how data flows, or understand what is automated and what is manual,
then they will also have some limitations in relation to detecting fraud” (Furnes,
2022). Mr. Furnes further highlights that having a more experienced auditor,
rather than an associate, will result in a better audit and a more rewarding
exchange of opinions for both the company and the auditor because the auditor
understands the business and can make faster decisions. This will however cost
more for the company due the higher hourly rate (Furnes, 2022).

Since the business model is complex, it is important that an auditor
reviews the internal controls, according to Mr. Furnes. He further states that the
company has received input on internal controls from the auditor, where the
auditor has “mapped up internal controls and suggestions for improvements”
(Furnes, 2022). He states, however, that “often it is not part of an audit” (Furnes,
2022). There are still a lot of manual routines that happen at DNV. Therefore, the
auditors must have an understanding and insight into how the checks are done
(Furnes, 2022). To achieve a better understanding of the company, the auditors
“must spend more time, and it will be more expensive for the company, but they
have limited time today to do the audit job” (Furnes, 2022). For the auditor to
make a greater impact, it will require more funding.

Mr. Furnes believes that the auditor has a preventing effect by having a
presence at the company. He states that “I think they contribute to the fact that
everyone knows that there will be an audit” (Furnes, 2022). The Finance Director

feels, however, that the audit company has a limited presence at the company. He
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says that they do “an interim audit, and a year-end audit”, and that is limited in
uncovering financial crime (Furnes, 2022).

Furnes proposes several specific measures to the question of how an
auditor can prevent and detect white-collar crime’. They include audit team
rotation, having a presence in client organization, spending enough time,
reviewing internal controls, paying for experience, require sufficient client

funding, and understanding client business.

4.5 Morten Torkildsen, Group Compliance Manager, Wilhelmsen

The researchers of this thesis additionally had the opportunity to interview
the Group Compliance Manager of Wilhelmsen. He states that it is “always good
to have a third party verify the accuracy of the accounts you submit and is vital in
terms of shareholder confidence” (Torkildsen, 2022). Mr. Torkildsen stressed the
fact that “if you want to find things out, you have to go down to ‘the nitty-gritty’
and the auditor does not spend much time on that anymore” (Torkildsen, 2022).
For white-collar crime to be detected and prevented, Mr. Torkildsen stated that
“checks must be made as to whether processes within internal control are actually
followed, where they (the auditor) may have to take deep dives in areas to verify
processes” (Torkildsen, 2022). An example of an important process to verify is
the separation of functions.

Torkildsen also believes that the auditor has every opportunity to gain
insight into their work, controls, and risks. The important thing, however, is that
the auditor has “access to all of the paperwork and information where risks are
continuously assessed by the firm” (Torkildsen, 2022). However, the auditor
“simply does not have the time and opportunity to do so when doing their
statutory audit based on the fee they are paid” for their statutory audit (Torkildsen,
2022). These controls are also what, Torkildsen, believes reduces the convenience
of White-Collar crime, as lack of controls provides opportunity for crime, saying
“to what extent the auditor has the opportunity to check that the processes are
actually followed removes opportunity for fraud” (Torkildsen, 2022). Moreover,
as to what extent the auditor can get into the details of the firm, further reduces
opportunity, and increases the probability of detecting and preventing white-collar
crime. However, as mentioned, this is difficult “based on the fee they are paid”
(Torkildsen, 2022). The way an auditor can prevent embezzlement, fraud and so

on, is to “look at deviations in the processes”, however because auditors “do not
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have the time or resources within the framework and budget of the audit
assignment” they often are not able to really “dig into it” (Torkildsen, 2022).

In order for white-collar crime to be prevented in organizations,
Torkildsen stresses the importance of clear roles and clear definition of functions.
He states that if these are unclear “it gives a greater possibility that this type of
activity can take place” (Torkildsen, 2022). He concluded the interview by stating
that “more resources and more money must be set aside for the audit so that one
can take a deeper dive into the risk areas” (Torkildsen, 2022).

In answer to the question of ‘how an auditor can prevent and detect white-
collar crime’, Torkildsen gave us some specific measures. These include,
requiring access to everything, requiring sufficient client funding for crime
detection, spending enough time to complete the audit, requiring separation of

functions, understanding client business, and reviewing internal controls.

4.6 Henrik Brodholt, Law Attorney, Okokrim

Mr. Bradholt works as a police prosecutor in the Norwegian National
Authority for Investigation and Prosecution of Economic and Environmental
Crime (Qkokrim). He has previously worked as an auditor at Deloitte as well. He
is a certified auditor and lawyer.

Mr. Bradholt states that it is difficult for an auditor to prevent and detect
white-collar crime in a company. It is “difficult because the auditor has many
requirements to fulfill and normally has very limited time per client” (Bredholt,
2022).

Furthermore, the police prosecutor believes that having a presence in the
client’s organizations may have a “disciplinary effect but also a training effect that
will contribute to less mistakes and criminal activity because it will feel closer”
(Bradholt, 2022). He further states that he thinks auditors “perhaps to a greater
extent with smaller companies, can contribute more, where they act as a ‘Jack-of-

299

all-trades’” (Bredholt, 2022). In smaller organizations, it is more common to have
a more personal relationship with executives at a company. According to
Breadholt, a personal relationship with the company’s leadership may contribute to
the auditor having a greater effect on the prevention or detection of crimes.
However, under certain circumstances, a personal relationship may also increase

the auditor’s willingness to accept illegal actions by the company (Bredholt,

2022).
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Bredholt proposes several specific measures to the question of ‘how an
auditor can prevent and detect white-collar crime’, such as requiring auditors to
perform further actions directed towards client funding and prevention,

specifically securing funding for this.

4.7 Pal Loenseth, Director, @kokrim

During the research of this thesis, the researchers had the pleasure of
interviewing the Director of the Norwegian National Authority for Investigation
and Prosecution of Economic and Environmental Crime (Jkokrim). He has
several years of experience within law and working with auditors in the Big 4
audit firms. In his experience, the external auditor is oftentimes “too far away
from the risk in his audit work”, meaning that discovering the criminal activity is
difficult (Lenseth, 2022). He highlights that “it is the control mechanisms within
the company that reveal [fraud and criminal activity] (Lenseth, 2022).

The audit function, as highlighted previously, has undergone changes and
developments over the years. Lonseth (2022) feels that “the auditor has improved
in the sense that they are more observant that crime can occur within a company”.

He points out risk assessment and understanding the business as important
for auditors, stating “it is basically about risk assessment and understanding the
business. Understanding the industry, the value chain and managing to make a
good risk assessment to see where fraud can occur is important. Are there any
control mechanisms that make it easy to commit embezzlement? Are there any
control mechanisms that are missing that allow that part of the business to run-
business-in-the-business?”” (Lonseth, 2022). Without this analysis or knowledge of
the business and where and how the business operates, it becomes virtually
impossible for auditors to prevent or detect white-collar crime. Furthermore,
Loenseth stresses how vitally important it is to understand the value chain, how the
value is created and where in that chain there may be risks. Something Lenseth
(2022) feels is lacking, is thinking through “not only the risk of the company
being exposed to crime from within, but also having an eye for the risk that the
company runs, to be involved as a criminal actor”.

Throughout his years of experience, Lonseth has seen where investigations
and situations can go awry. He admonishes auditors to think about what blind
spots they may have, saying “an auditor has access to all the company’s

information and transactions. But there can be transactions outside the structure
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that you do not see. This is something the auditor needs to be aware of” (Lonseth,
2022).

Lonseth (2022) further highlights the preventative effect of organizational
structure, saying “Dual approval and spread of power, the fact that no one can
operate alone but that they are dependent on other people and departments, that
one does not sit with a decision alone”. He stresses that the auditor has “influence
and say” when it comes to these types of control mechanisms that have a
preventative effect (Lonseth, 2022).

In conclusion of the conversation, Lenseth (2022) highlighted the
importance “that the auditor takes the time to familiarize himself with the business
and understand where the risks may be” adding that “the role of the auditor is very
important”.

Lenseth (2022) proposes several specific measures to the question of “how
an auditor can prevent and detect white-collar crime’. They include requiring
separation of functions, understanding the client business, conducting proper risk

assessments, and reviewing internal controls.

Table 5: Below, a visual representation of the categories that the statements of

each interviewee affects is displayed:

Combat | How Aspects of Convenience
Interview Prevention | Detection |Requirement| Action Motive | Opportunity | Willingness

Holseter X X X X X X X
Eriksrud X X X X X X X
Svanstrém X X X X X X X
Furnes X X X X X X
Torkildsen X X X X X X
Bradholt X X X X X

Lgnseth X X X X X X X

The specific measures proposed by all interviewees in answer to the question of
‘how can an auditor prevent and detect white-collar crime’ are presented in the
following table, separated into what aids in detection and what aids in the
prevention of white-collar crime:

[See Table 6 in the Appendix]

5. Findings and Discussion

After reviewing the existing literature and conducting interviews with key
employees and individuals with experience within audit and white-collar crime,

this thesis will highlight measures to answer the question of how an auditor can
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prevent and detect white-collar crime. These have been proposed by existing and
presented literature and interviewed individuals. The objective is to compare the

existing research literature with the results of the conducted interviews. There are
some topics on which the literature and interviews agree and some on which they
do not. Unmatched themes will not be discussed as it can neither be confirmed or

denied by interviews or literature.

Both researchers (literature review) and practitioners (interviews) agree on the

following aspects:

5.1 How can an auditor prevent and detect white-collar crime and disturb
crime convenience?

White-collar crime convenience is separated into several subcategories. By
comparing the existing research literature and interviews, 6 aspects of crime
convenience are highlighted as possible to be disturbed by the auditor. The results
of the research will now be divided into the aspects they disturb and the way in
which they do so. The auditor is shown to disturb the following 6 subcategories of

white-collar crime convenience:

STATUS

POSSIBILITIES

MOTIVE

THREATS

commit
DECAY

CHAOS
o]
CHOICE I— —I RATIONALITY

These subcategories, and how the auditor disturbs them will now be presented.

CONVENIENCE

1

CONCEAL I—

WILLINGNESS

INNOCENCE
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5.1.1 Motive — Possibilities — Individual/Corporate

The motive to white-collar crime is the reason for committing crime.

POSSIBILITIES

THREATS

These motives, or reasons, can be anything from preventing bankruptcy to
maintaining a specific lifestyle and everything in between. One aspect of motive
is possibilities. Possibilities for the individual might include climbing the
hierarchy of needs for status and success (Maslow, 1943). For an individual who
already is considered being on a high level on the pyramid of needs, might still
look for possibilities to increase their status and the “likelihood of being
promoted, receiving increased compensation, and earning bonuses due to goal
achievement” (Braaten & Vaughn, 2019). Financial crime might then be the
convenient option for reaching that level.

Individual motives are, however, not the only motives present. There are
possibilities that the corporation might consider also. Eriksrud (2022) states that
the most important task an auditor does is to become familiar with “the risk
factors that exist for the company being audited”. In some cases, the bottom-line
of the firm might be so vital, that “ends simply justify means” (Gottschalk, 2020,
p. 5). These considerations may therefore include “reaching business objectives
by ignoring whether or not means are legitimate or illegitimate” (Gottschalk,
2020, p. 5). The article establishes that high-performance goals can cause
unethical behavior.

Often in high-performance goal-oriented firms, management may resort to
financial crime, in order to achieve those goals. Regarding this issue, Lonseth
(2022) highlights the importance of understanding the environment and
organization in which the client operates, stating that “understanding the
environment will help the auditor reflect on the goals set and can help in that
process” (Lonseth, 2022). As Gottschalk (2020) stated, high-performance goals
can cause unethical behavior. When the goals set are too high, or difficult to
reach, management of other personnel have an incentive, or motive, for white-
collar crime as they are under pressure to reach the targets set by their leaders or
the owners. Svanstrom (2022) adds that “the compensation and bonus schemes of

organizations” can provide an incentive, or motive, to resort to white-collar crime
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in order to achieve them by “manipulating numbers to achieve them”. As the
auditor gains understanding of the environment and organization, they are able to
present opinions and consult on the targets attainable in the industry based on
current firm performance. This will aid in the disturbance of motive regarding
financial crime, by removing the aspect of white-collar crime as a convenient
solution to achieve high goals set by leadership. Although the “auditor cannot
directly influence bonus schemes and requirements the board sets for top
managers”, they “can tell the board that it increases the risk” (Eriksrud, 2022).
When goals and bonus schemes do not facilitate or motivate employees
and managers to resort to white-collar crime in order to achieve them, the ‘Motive
- Possibilities - Individual/Corporate’ aspect is disturbed. This has an indirect
influence on motive which further reduces the strength of the motive. The auditor
can do so by presenting opinions and consulting on the targets attainable in the

industry based on current firm performance.

Alon et al. (2019) discuss the importance of protecting the owners and
shareholders of a firm as opposed to the executives and managers. They found
that the auditors often supported the executives of the company and not its owners
or shareholders (Alon et al., 2019). Hurley et al. (2019) further emphasize the
importance of consistently reporting to the board. The auditor is in a position
where they are to work with the owners and the board of an organization.
Loenseth (2022) says that the board of the company is often underestimated as they
should regularly hold their administration responsible and follow up that there are
“good systems for reviewing whether the rules and regulations are followed”.
Moreover, he states that if management frequently reports to the board about “the
measures, communication, training routines and policies in place” this will have a
preventative effect (Lonseth, 2022). Working with the board of directors and the
owners of the organization, the auditor can report and provide feedback on the
fiscal goals and targets set for the leaders of the organization. The auditor can
make sure that the owners and board understand that more rigorous, and difficult
to obtain goals, increase the risk for misstatement and fraud. This is achieved as
the auditor regularly meets with the board or owners without the CEO being
present (Eriksrud, 2022). These meetings often discuss the CEO, their workload,
and the expectations they have of the CEO and the auditor can “alert the board if

we think the CEO has too much workload and is struggling, something we
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regularly see” (Eriksrud, 2022). As the auditor controls costs related to salary,
they, as part of their advisory role, can consult and advise if the salary is unfair or
too low, as this can lead to motive for the manager to steal from the company
because he feels unfairly treated. The auditor, therefore, can advise on fair
remuneration in an effort to combat possible motives, specifically the motive for
perceived injustice.

Svanstrom (2022) confirms this stating that “the auditor may have a role in
providing advice, based on their knowledge of the organization or industry, to the
owners or board regarding bonuses and incentives to ensure that they do not
become unrealistic so that managers resort to crime to obtain them” adding that
“motives are provided when gaps are too big between expectations and reality”.
Svanstrom (2022) points to existing research showing “that it is clear that the
auditor can take on such a function especially as many times the accountant is the
one person who can take on that role” (Svanstrom, 2022).

Holseter (2022) stated that the auditor is able to confirm that as the CEO
follows correct expectations from the board, high-performance goals do not
contribute to motive for white-collar crime. In this way, the auditor disturbs the

‘Motive - Possibilities - Individual/Corporate’ aspect of crime convenience.

Harvin and Killey (2021) state the importance to ignore the potential
superstar CEQ, which potentially can have a negative impact on the strategic
risk assessment the auditor does, as the auditor may “unwittingly or consciously”
lower the risk assessment as a result of this superstar (Harvin & Killey, 2021, p.
509). This allows the auditors to make sure the instructions and goals given are
followed, the auditor is able to confirm that high-performance goals do not
contribute to motive for white-collar crime (Holseter, 2022). Mr. Holseter
reiterates that “the auditor is always engaged by the owners, and the owners are
interested in ensuring that the board has had instructions for the CEO and that the
CEO follows the instructions” (Holseter, 2022). The external auditor is engaged
by the shareholders, and “are committed to ensure that the owners’ wishes and
reservations, by hiring a board that in turn hires the CEO, that they have
established an internal control that makes one trust that the funds and the business
are managed to the best of their ability or according to the wishes of the owners”
(Holseter, 2022). The auditor has the opportunity to understand the environment,

industry and organization and is thereby able to consult and review goals set and
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help management set goals that are not only attainable, but that will not tempt or
motivate employees to use crime as a means to achieve said goals.

The auditor’s opinion, according to Andrew et al. (2022), can contribute to
management’s rationalization and justification of fraud. This shows the
importance of their opinion. By presenting opinions on possible goals and targets,
they can also aid in contributing to, as mentioned, removal of motive. Through
discussions with management and other key personnel, Martinez (2022)
emphasizes that an attainment of judgment of character of management and risks
of fraud are possible.

Additionally, by keeping a close eye with the CEO, following up to make
sure the instructions and goals given are followed, the auditor is able to confirm
that high-performance goals do not contribute to motive for white-collar crime
(Holseter, 2022). By ignoring the potential superstar CEO and following up on
goals and instructions form the owner and the board of directors, the auditor
disturbs the ‘Motive - Possibilities - Individual/Corporate’ aspect of crime

convenience.

The auditor, through working to understand the environment of the
organization and working with the board, is able to remove the motive to resort to
white-collar crime to reach targets and goals set. When goals and bonus schemes
are made that do not facilitate or motivate employees and managers to resort to
white-collar crime in order to achieve them, a motive aspect is removed and
disturbed. The auditor can do so by presenting opinions and consulting on the
targets attainable in the industry based on current firm performance. This can only
be done when the auditor works with the board and understands the industry and
environment in which they operate. Additionally, by keeping a close eye with the
CEO, following up to make sure the instructions and goals given are followed, the
auditor is able to confirm that high-performance goals do not contribute to motive

for white-collar crime.

5.1.2 Opportunity — Commit — Status

STATUS
ACCESS

comMmmIT

OPPORTUNITY

CONCEAL
COLLAPSE
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Leaders and executives in an organization can use their status and a more
complex language in their communication that the other employees do not
understand, and the employees still trust the messages they do not understand
because of the leaders and executives’ status. Furthermore, some high-status
offenders have the perception that they are “too big to fail and too powerful to
jail” (Gottschalk, 2020, p. 6). They are in a privileged position, have a high social
status and believe that their importance is too high to be blamed for crime.

Harvin and Killey (2021) state the importance for the auditor to ignore the
potential superstar status of the CEQ. The study in the article finds that the
superstar status of a CEO potentially has a negative impact on the strategic risk
assessment the auditor does. They may “unwittingly or consciously” lower the
risk assessment as a result of this superstar status (Harvin & Killey, 2021, p. 509).
Sometimes even aiding the CEO in their schemes. Holseter (2022) stresses the
importance of keeping a close eye on the CEO to detect white-collar crime. It is
additionally important to follow up that the CEO follows the instructions given by
the board of directors. This can be done by the auditors working with the owners
and being mindful of the fact that the auditor’s report to the owners and are
engaged by the owners rather than management. Additionally, when the auditor
sees past the facade of the status of the CEO, they are able to critically analyze
and view the situation of the audit. While maintaining a questioning and skeptical
attitude the auditor is better suited and equipped to notice further potential
situations in which management or the CEO can commit white-collar crime.
Eriksrud (2022) points to the importance that “the auditor asks the same
questions, regardless of the behavior of some top managers” as these strong
leaders “override their own organization and their own controls, so that they can
do as they please and manipulate what they want”. Eriksrud (2022) adds that “it is
clear that a strong top manager will be able to override everyone in his
organization”. Bradholt (2022) further problematizes the relationship that auditors
have with management, stating that under certain circumstances, a personal
relationship may also increase the auditor’s willingness to accept illegal actions.
This is highlighted by Karim and Siegel (1998) who quote the research by Arens
and Loebbecke (1997), who conclude that management fraud is difficult to
uncover because management is in a position to override internal controls and are
also able to conceal misstatements. By being aware of, and disregarding status and

reputation of management and leaders in an organization, the auditor disturbs the
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‘Opportunity — Commit — Status’ aspect of crime convenience, as the auditor

disregards the status of the employees.

Holseter further mentions that professional skepticism aids in ignoring
the potential superstar status of the CEO. Harvin and Killey (2021) define
professional skepticism as “maintain[ing] a neutral attitude pertaining to the
adequacy of the client’s financial statements” while having a “questioning mind
and suspension of judgment which indicates neither a trust nor distrust of
management” (p. 502).

Zager et al. (2015) highlight that in the prevention of fraud the auditor is
“responsible for maintaining professional skepticism throughout the audit” (p.
697). Gottschalk and Gunnesdal (2018) agree that throughout the audit procedure
it is vital that the auditor shows professional skepticism as a lack of this “makes
the auditor less aware of abnormal conditions” (p. 131). Martinez (2022) reiterates
that the auditor must maintain professional skepticism throughout the audit to
detect white-collar crime. Schuster (2021) also reiterates the importance of
professional skepticism and concludes that “the continuous use of professional
skepticism is needed to promote a high-level audit and to ensure the process’s
quality” (p. 154). It is, therefore, vital that the auditor is able to “ask the
uncomfortable questions, and a requirement for being able to do so is
independence and professional skepticism” (Svanstrom, 2022).

In the field, the auditor often works and communicates directly with
management. However, as mentioned previously, the auditor is to remember that
they report to the owners. The problem can arise, that managers who oftentimes
are very charismatic and have good humor, can use these attributes to create a
false perception of reality. Holseter states that “the biggest scammers are strong
CEOs who are very charismatic, very nice, very socially adept, always have full
control, know pretty much everything, and can out-talk an inexperienced
accountant” (Holseter, 2022). However, if the auditor maintains a skeptical
attitude, the auditor can see past the CEO’s facade. When the auditor is able to
analyze a situation with skepticism, they are able to ignore the roles, stature, and
status managers and employees may have that can mislead the auditor. The
requirement of an auditor maintaining professional skepticism reduces the aspect

of ‘Opportunity-Commit-Status’.
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This attitude and work that the auditor has, disturbs the status and
therefore opportunity convenience in white-collar crime. When the auditor can
maintain professional skepticism and see past the facade of the status of the CEO,
they are able to critically analyze and view the situation of the audit. Additionally,
maintaining a questioning and skeptical attitude, the auditor is better suited and
equipped to notice further potential situations in which management or the CEO
can commit white-collar crime. In other words, the opportunity to commit white-
collar crime due to status is reduced by the auditor maintaining professional

skepticism.

5.1.3 Opportunity — Commit — Access

ACCESS

commiT

OPPORTUNITY

Typically, a white-collar criminal has “legitimate and convenient access to
resources to commit crime” (Gottschalk, 2020, p. 7). Gottshalk explains that a
resource is “an enabler applied and used to satisfy human and organizational
needs. A resource has utility and limited availability” (Gottschalk, 2020, p. 7). He
concludes that access to resources equates access to power.

There are several things an auditor can do to disturb this aspect of crime
convenience. The literature and several interviews mention three measures:
Require separation of functions and requiring internal controls and

understanding the client business and spend more time.

Farrell and Franco (1999) state that “to combat the problem of fraud, a
crucial element in deterring theft is strict internal controls, segregation of duties,
and separation of functions” (p. 4). This statement is backed up by several of this
thesis’ interviewees. The most important way for an auditor to prevent white-
collar crime in an organization is to “ensure that there is an appropriate and
sufficiently established division of labor”, meaning that there is separation of
functions (Holseter, 2022). Moreover, it is required that an auditor understands the
organization enough to know where there may be fraud, especially the different

bank accounts and how functions are separated within the firm.
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In the prevention of white-collar crime, Torkildsen (2022) stresses the
importance of clear roles and clear separation of functions. He states that if these
are unclear “it gives a greater possibility that [white-collar crime] can take place”
(Torkildsen, 2022).

Lenseth (2022) further accentuates the preventative effect of separation of
functions, saying “Dual approval and spread of power, the fact that no one can
operate alone but that they are dependent on other people and departments. That
one does not sit with a decision alone”. By requiring separation of functions, the
auditor reduces the access and hinders opportunity for individuals to perform
illicit and dishonest actions, disturbing the ‘Opportunity — Commit — Access’

aspect of crime convenience.

One of the ways in which the access to resources to commit crime can be
disturbed, is through the requiring of internal controls within a company. This is
confirmed by the literature of Zager et al. (2015) and through the interview with
Holseter (2022).

Zager et al. (2015) highlight that to prevent fraud, the auditor has to
consider “the potential for management override of controls” (p. 697). They
conclude that external auditors “generally agreed that the establishment of an
appropriate number of internal controls in the company have a significant impact
on the prevention of fraud” (Zager et al., 2015, p. 699). In order for this to
actually prevent white-collar crime, the auditor’s responsibility is to require that
these internal controls actually exist and are implemented within the organization.

Holseter (2022) backs this up that the auditor’s report states that the
auditor is to “ensure that there is a proper internal control”. This, he adds, is an
important task in the auditors’ work to curb white-collar crime, mainly because
deficiencies in the internal control “can increase the risk of embezzlement and
errors” (Holseter, 2022). Holseter additionally accentuates that an advantage of
hiring an external auditor is that the client has a good sparring partner who can
help implement good internal control. Eriksrud (2022) adds that a lack of internal
controls will lead to the auditor not being “able to detect anything either”. By
requiring internal controls in the organization, the individual’s access is restricted
as it is more difficult to access firm resources without collaborating with others.
This disturbs the access opportunity of convenience theory, aiding not in the

improvement of those controls but disturbing the opportunity for the individuals
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as their access becomes limited and controlled. In the disturbance of ‘Opportunity
— Commit — Access’, auditors are helped in their work by fully understanding the
client business and their environment as this helps them see where opportunities

are, and which individuals have access to different resources in the organization.

Another way to disturb the access level of convenience, which is proposed
by literature and several interviews, is that the auditor understands the client
business. Asare et al. (2018) found that auditors often fail to sufficiently modify
the standard audit program to fit the firm they are working with. This can often be
due to “a lack of understanding of the client business” (Asare et al., 2018, p. 74).
Schuster (2021) confirms this statement, by concluding that it is clear that
understanding the company’s environment is “necessary for the auditor’s
understanding and auditing views through the scrutiny of the structure of the
internal controls” (p. 154). Clearly, understanding the environment and business
that the client operates in is vital to the combative work of the auditor.

Holseter (2022) stressed the importance of understanding the client’s
business, stating that “the auditor must understand how the business is organized
and how it makes money”. Without this understanding, the auditor does not know
what opportunities there are for white-collar crime, or how realistic or attainable
their goals and vision really are.

Furnes (2022) highlights this issue by stating that “if they do not fully
understand or understand how data flows or understand what is automated or what
is manual or the one and the other, then they will also have some limitations in
relation to detecting fraud” (Furnes, 2022).

Lenseth (2022) also believes that understanding the business is vital in the
auditors work to thwart white-collar crime, stressing how vitally important it is to
understand the value chain, how the value is created and where in that chain the
firm may resort to white-collar crime in order to achieve their goals. He states that
without a proper analysis or knowledge of the firm and its environment, it
becomes “virtually impossible for auditors to prevent or detect white-collar
crime” (Lonseth, 2022).

When the auditor fully understands the client business, industry, and the
environment in which they operate, they are able to see where opportunities are,
and what resources are available to the employees. Thereby the auditor can see

where controls or restriction of access is lacking and can home in on that area.
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Doing this the auditor disturbs the ‘Opportunity — Commit — Access’ aspect of

crime convenience.

However, in order to fully gain this understanding of the firm and its
environment, to see where the firm may feel convenience in committing fraud or
other white-collar crime in order to achieve fiscal or other goals, the auditor must
spend more time during the audit.

Suryanto (2014) states that fraud detection and prevention relate to the
amount of time spent during the audit process. Alleyne et al. (2013) additionally
express concern as audit staff often feel pressure due to budgets and see that audit
firms adopt “irregular auditing practices and even resort to the falsification of
audit working papers” to meet budget requirements (p. 11). In order to disturb the
corporate motive, the auditor must spend more time and hence require more
funding from the client. This is also presented by Holseter (2022) when he stated
that the auditor needs to be able to spend enough time familiarizing themselves
with the organization, their surroundings, and the risks. Bradholt (2022)
highlights the problem of time saying, “the auditor has many requirements to
fulfill and normally has very limited time per client”. In order to fully understand
the organization and the opportunities management has to commit white-collar
crime through their access to funds, resources and systems, the auditor must spend
the time necessary to gain that understanding. Without this understanding the
auditor will not fully see all potential opportunities due to access. More time for
the auditor means a greater ability to review internal controls, ensure the
separation of functions, understanding the client’s business, assessing risk
properly. Eriksrud (2022) stated that “enough time should be set aside for the
audit, nevertheless, managers cannot ‘turn every stone’, this would also be too
expensive”, concluding that increased funding would lead to the ability to “look at
many more invoices” which could lead to more detection and prevention of crime,

but would not necessarily be the best way to do so.
By requiring separation of functions and internal controls, and also

spending the time necessary to fully understand the client’s business, the auditor

disturbs the ‘Opportunity - Commit - Access’ aspect of crime convenience.
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5.1.4 Opportunity — Conceal — Decay

STATUS

OPPORTUNITY

White-collar crime often can occur due to the opportunity to conceal the
crime actually happening through decay. One way is by auditors reporting to
management.

Alon et al. (2019) discuss the importance of protecting the owners and
shareholders of a firm as opposed to the executives and managers. One main
takeaway from the article, supports previous literature included in the literature
review. They found that the auditors often supported the executives of the
company and not its owners or shareholders (Alon et al., 2019).

Holseter (2022), states that it is “important to remember that the auditor is
always engaged by the owners, and the owners are interested in ensuring that the
board has had instructions for the CEO and that the CEO follows the instructions”
(Holseter, 2022). The external auditor is engaged by the shareholders, and “are
committed to ensure that the owners’ wishes and reservations, by hiring a board
that in turn hires the CEO, that they have established an internal control that
makes one trust that the funds and the business are managed to the best of their
ability or according to the wishes of the owners” (Holseter, 2022). When the
auditor remembers the role of the owners and shareholders, and reports and
protects them, they are able to see beyond the wishes and actions of management
and aim to aid those who are not regularly involved in the firm. The shareholders
and owners wish for the firm to function effectively and accurately, something
that the independent third-party role of the auditor is able to achieve. Eriksrud
(2022) informs that the auditor regularly meets with the board or owners without
the CEO being present and says that it is important to remember that “we are not
employed by the client but are employed to ensure that nothing is wrong”.

By reporting to owners and shareholders, and not protecting the executives
and managers, the auditor prevents white-collar crime by disturbing
management’s opportunity to conceal illicit activity that can decay the
organization from within. In this way the auditor further disrupts the ‘Opportunity
— Conceal — Decay’ aspect of crime convenience by protecting the owners of the

organization.
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Something which has been mentioned previously is requiring sufficient
funding. The requirement of sufficient client funding for crime curbing is
something brought forth by both previous literature and findings from the research
process of this thesis.

Suryanto (2014) and Alleyne et al. (2013) emphasize that increased
funding allows the auditor to perform the audit more fully, as budget constraints
limits their work. Furthermore, Karim and Siegel (1998) present increased client
funding leading to increased expertise.

Holseter (2022) laments the fact that for the auditor to be able to conduct a
more thorough audit and be better able to detect white-collar crime, the auditor
must require more funding from the client. This will lead to the auditor being able
to spend more time familiarizing themselves with the organization and the risks.

This is confirmed by Torkildsen (2022) who stresses the importance that
the auditor has “access to all of the paperwork and information where risks are
continuously assessed by the firm”. However, the auditor “simply does not have
the time and opportunity to do so based on the fee they are paid” (Torkildsen,
2022). As to what extent the auditor can get into the details of the firm further
reduces opportunity and increases the probability of curbing white-collar crime.
However, as mentioned, this is difficult “based on the fee they are paid”
(Torkildsen, 2022). The way an auditor can prevent embezzlement, fraud and so
on, is to “look at deviations in the processes”, however because auditors “do not
have the time or resources within the framework and budget of the audit
assignment” they often are not able to really “dig into it” (Torkildsen, 2022). This
is corroborated by Bradholt (2022) who states that it is difficult for an auditor to
combat white-collar crime in a company “because the auditor has many
requirements to fulfill and normally has very limited time per client” due to the
budget constraints.

Svanstrom (2022) says that “it is a problem when there is not sufficient
funding as there is not enough time to discuss the audit fully and a lot of the work
tends to be delegated to junior staff”. Sufficient funding, therefore, leads to more
experience, or expertise, and more time for the audit. In this way, sufficient client
funding leads the client to ‘pay for’ the more qualified and experienced auditor.
As white-collar crime is not necessarily the main purpose of the audit, it is even
more important to have the sufficient funding necessary to spend the time

necessary and have the expertise necessary to be able to combat white-collar
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crime. He concludes that sufficient client funding “increases the likelihood of
discovering and reflecting on the responsibility of combating white-collar crime
through reflection and discussion within the team and with the client” (Svanstrom,
2022).

Eriksrud (2022) highlights the need for discussions within the team and
that “enough time should be set aside for the audit, nevertheless, managers cannot
‘turn every stone’, this would also be too expensive”, highlighting the importance
of funding.

In organizations where chaos and poor overview prevails, the white-collar
criminal is better able to conceal their actions. This can be counteracted by the
auditor going in and working towards more transparency. However, this requires
that the auditor receives more funding and more time. It is therefore clear that the
issue of time and money are interconnected and affect all aspects of crime
convenience. More time for the auditor means a greater ability to review internal
controls, ensure the separation of functions, understanding the client’s business,
assessing risk properly and all other measures presented so far. When the auditor
requires sufficient funding, they are able to spend more time which more
effectively curbs white-collar crime.

By requiring more funding to prevent white-collar crime, the auditor is
better able to stop white-collar crime as transparency is increased. Sufficient client

funding therefore disturbs the aspect of ‘Opportunity - Conceal - Decay’.

By reporting to owners and shareholders, and not protecting the executives
and managers, the auditor prevents white-collar crime by disturbing
management’s opportunity to conceal illicit activity that can decay the
organization from within. Holseter (2022) mentions the importance of making
sure that the CEO follows the direction of the owners and shareholders, which is
another way in which the auditor is able to look after the interest of the owners
and shareholders as opposed to aiding management in the process of decay and
concealment. By requiring more funding to prevent white-collar crime, the auditor
is able to spend more time in the audit to ensure that the owners and shareholders

instructions to the CEO and management are being followed and executed.
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5.1.5 Willingness — Choice — Rationality

INDENTITY

CHOICE RATIONALITY

JUSTIFICATION
NEUTRALIZATION

Rationality is based on the fact that advantages and disadvantages are

subjectively compared (Miiller, 2018). If the benefits of crime outweigh the cost,
“it is considered rational to commit crime” (Gottschalk, 2020, p. 12). The greater
the benefit of crime is and the less the cost of crime is, the more attractive
committing the criminal act becomes.

One way in which an auditor can disturb willingness is by reviewing
internal controls. This is accentuated by several authors and several interview
candidates.

Farrell and Franco (1999) state that “to combat the problem of fraud, a
crucial element in deterring theft is strict internal controls” (p. 4). Zager et al.
(2015) emphasize that when it comes to preventing white-collar crime, the auditor
is to consider “the potential for management override of controls” (p. 697). They
were able to conclude that external auditors “generally agreed that the
establishment of an appropriate number of internal controls in the company have a
significant impact on the prevention of fraud” (Zager et al., 2015, p. 699).
Gottschalk and Gunnesdal (2018) mention the importance of internal controls
when they conclude that the most effective audit procedures in detecting fraud
were those that “evaluated the strength of internal controls” (p. 121). This
evaluation of internal controls, therefore, is vital in the preventative work of the
auditor.

Holseter (2022) emphasizes the importance of reviewing internal controls
when he explains that in the preventative and detective work of the auditor, the
auditor is to “ensure that there is a proper internal control”. An auditor can find
deficiencies in the internal controls that “can increase the risk of embezzlement
and errors” (Holseter, 2022). Eriksrud (2022) confirms this stating that an area
that the auditor focuses on is to “ensure that the company has sufficient internal
control” as a lack thereof creates opportunity to commit criminal acts and reduces
the perceived detection risk.

Furnes (2022), says that it is important that an auditor reviews the internal

controls. In his experience, the auditors have provided input on implemented
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internal controls at DNV, where the auditor has “mapped up internal controls and
suggestions for improvements” (Furnes, 2022).

For white-collar crime to be curbed, Mr. Torkildsen highlighted that
“checks must be made as to whether processes within internal control are actually
taken care of, where they may have to take deep dives in areas to verify
processes” (Torkildsen, 2022).

This again confirms Zager et. al (2015) and Gottschalk and Gunnesdal
(2018) statements on the importance of reviewing internal controls.

This, however, mostly influences detection risk. Internal control
contributes to disturbing rationality as internal control contributes to potential
white-collar criminals believing they will be caught. The perceived detection risk
is heightened. The auditors’ work in reviewing internal controls disturbs the

‘Willingness — Choice — Rationality’ aspect of crime convenience.

Literature and interviews further agree on the importance of auditors
performing proper risk assessment to disturb the rationality aspect of crime
convenience.

Asare et al. (2018) suggest three elements that are of greatest importance
that are keeping auditors from detecting fraud: ““1) auditors failed to effectively
assess management’s incentives to commit fraud 2) auditors failed to recognize
management’s opportunities to commit fraud 3) auditors’ did not sufficiently
modify the standard audit program given the fraud cues in the case” (Asare et al.,
2018, p.90). This shows the importance of auditors assessing and understanding
the fraud risks of the organization in order to tailor the audit to that specific firm
and their specific challenges.

Eriksrud (2022) states that the most important task an auditor does is to
become familiar with “the risk factors that exist for the company being audited”.
It is important that “everyone on the team is informed about the risks in the
company” (Eriksrud, 2022). “The first thing we do at start-up meetings on the
topic is to discuss fraud, which risks we see as fundamental, and that risk scenario
will determine what actions we take”. This risk assessment varies based on
industry knowledge and the management in the organization.

Holseter (2022) can see where the greatest risk for fraud is when they
understand the business and their processes. This can only be achieved when the

auditor understands how the controls within the firm function, and when they
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know the answer to the questions of “who has the responsibility, what
responsibility do they have, what control points do you have?” (Holseter, 2022).

Mr. Lenseth, director for @kokrim, emphasizes risk assessment and
understanding the business as important for auditors, stating “it is basically about
risk assessment and understanding the business. That they understand the
industry, the value chain and thereby manage to make a good risk assessment to
see where fraud can occur” (Lenseth, 2022). He further highlights the following
questions an auditor should ask themselves: “Are there any control mechanisms
that make it easy to commit embezzlement? Are there any control mechanisms
that are missing that allow that part of the business to run business-in-the-
business?” (Lenseth, 2022).

When the auditor sees where fraud can occur and knows the business well,
the potential white-collar criminal, when weighing the cost and benefit of
committing crime, will be aware of the fact that getting caught is more likely. By
conducting a proper risk assessment, the auditor will map the relevant controls
where crime can be committed. Doing a proper risk assessment and checking
relevant controls reduces the employee’s ability to rationalize fraud, disturbing the

rationality aspect of crime convenience.

Another point that literature and interviews agree on is the importance of
the auditor maintaining professional skepticism.

The importance of maintaining professional skepticism is accentuated by
Harvin & Killey (2021), Zager et al. (2015), Gottschalk and Gunnesdal (2018),
and Schuster (2021). They all highlight that in order to be better able to detect
white-collar crime, the auditor must maintain professional skepticism. Throughout
the research process, Schuster concludes that “the continuous use of professional
skepticism is needed to promote a high-level audit and to ensure the process’s
quality” (Schuster, 2021, p.154). This is also presented by interviews with
Holseter (2022) and Svanstrom (2022). Holseter (2022) states that it is important
for an auditor to maintain professional skepticism so as to better be able to see
flaws and weaknesses in the organization (Holseter, 2022).

The auditor, through their work, aims for the cost of crime to outweigh the
benefit. By maintaining professional skepticism, the auditor is able to tip the
scales to make sure that the individual, when considering committing fraud or

other illicit behavior, sees that the costs outweigh the benefits of committing fraud
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as the ability to mislead or con the auditor is removed. This shows that

professional skepticism disturbs the rationality aspect of crime convenience.

Rationality is when an individual, or firm, subjectively compares the
advantages and disadvantages of their actions (Miiller, 2018). If the benefits of
crime outweigh the cost, “it is considered rational to commit crime” (Gottschalk,
2020, p. 12). The greater the benefit of crime is and the less the cost of crime is,
the more attractive committing the criminal act becomes. The auditor, through
their work, aims for the cost of crime to outweigh the benefit. When the individual
knows that an auditor will review internal controls, they are less likely to commit
crime. As Furnes (2022) put it, “I think they contribute to the fact that everyone
knows that there will be an audit”. Holseter (2022) reiterates this stating that the
auditors’ visible presence in the client’s organization “hinders management’s
opportunity” to commit crime, by verifying and reviewing the internal controls,
have an effect on the detection risk.

These measures propose a symbolic, not real, effect. Or in other words,
rationality is about the perceived detection risk, believing that you will be caught.
The objective detection risk is the same but the subjective, the perceived,
detection risk is heightened, something that will reduce willingness, as one
believes one will be caught. The cost of crime that is weighed by the potential
white-collar criminal is equally the subjective and the objective risk. By reviewing
the internal controls, ensuring that they are good enough and by maintaining
professional skepticism, the auditor is able to tip the scales to make sure that the
individual, when considering committing fraud or other illicit behavior, sees that
the costs outweigh the benefits of committing fraud. By conducting a proper risk
assessment, the auditor is able to map the relevant controls where crime can be
committed. This disturbs the ‘Willingness - Choice - Rationality’ aspect of crime

convenience.

5.2 Disagreement between Existing Research Literature and Interviews
Above several points are presented where the existing research literature

and interviews agree. However, there is one point where there is a conflict

between the literature and the interviews, specifically regarding audit team

rotation:
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5.2.1 Audit Team Rotation (Turnover)

Turnover is the rate at which employees leave a workforce and are
replaced (Dictionary, 2022). Turnover is prevalent at every firm to a certain
degree. Some industries have a higher turnover, while others have lower turnover
rates. Auditing firms are of the few industries that have around 20% turnover
annually (Johnson, 2018). This can either be seen as an opportunity or as a
weakness. In the research of this thesis, differing opinions have surfaced
surrounding the topic of turnover. They, in turn, influence different aspects of
crime convenience.

Gottschalk and Gunnesdal (2018) highlight the benefits of audit team
rotation, or turnover. They state that the audit becomes “less effective in situations
where the same auditor has been responsible for several consecutive years”, as
alertness deteriorates and the auditor becomes more non-alert (Gottschalk &
Gunnesdal, 2018, p. 131).

Furnes as a finance executive, however, sees the high staff turnover at
audit firms as a disadvantage for their work in detecting white-collar crime. He
feels that the audit team cannot build competence about the firm when “you
replace the whole team except for a partner for a 3-4-year period” (Furnes, 2022).
This means that every 3-4 years the firm starts from scratch teaching new
auditor’s how the business works, what controls there are and how they work
which frustrates the flow of the organization. Mr. Furnes states that “for outsiders,
the business models, setup how things flow, everything from entering into a
contract to data flow, the whole process is quite complex”, making it difficult for
newly educated auditors to understand their business (Furnes, 2022). Furthermore,
“if they do not fully understand or understand how data flows or understand what
is automated or what is manual or the one and the other, then they will also have
some limitations in relation to detecting and preventing fraud” (Furnes, 2022). A
further problem of regular training for new auditors, may be that those in charge
of introducing and teaching the auditors the business and organization may be
involved in white-collar crime activity, and are able to explain in such a way that
the auditors are blinded to areas of concern.

Svanstrom (2022) comments on turnover within the industry. Although the
professor sees “a positive dimension in bringing in new people, gaining new
perspectives, and maybe seeing things that have not been emphasized before”, he

highlights that “overall it is more negative with a lot of rotation”. This turnover is
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detrimental to the auditor’s ability to understand the organization fully, as the
learning process leading up to client knowledge is disrupted. Svanstrom (2022)
elaborates that “literature has proven that when the assignment manager is rotated,
the quality of the audit is reduced in a couple of years to follow, further impacting
the auditor’s ability to combat white-collar crime negatively”. Svanstrom (2022)
highlights that there “must not be too much turnover”, as the “client knowledge,
such as how they earn money and what the incentives are like, is lost”.

Eriksrud (2022) states that audit team rotation at the partner level “can be
healthy, because you may eventually develop a relationship with the client and
become a ‘friend’”, however the consequences of frequent audit team rotation is
the loss of client knowledge, saying “if you audit a new company every year, you
will not discover as much as you would if you have had the same company for a
few years and begin to know the company better”. Eriksrud (2022) adds that
experience within the various industries significantly aids in that process, having
had several cases of fraud detection herself, and that a solution can be “to have
junior staff and managers who know the company on the team but then have a
partner who comes in with new eyes after every few years”. Research by Pincus
(1990) states that auditors’ prior experience with detecting fraud positively relates
to further fraud detection and Karim and Siegel (1998) also state that auditors can
form estimates based on their personal experience of management fraud cases as
well.

It is clear that there are differing opinions on this topic, however judging
by Mr. Furnes’s explanations and concerns, it becomes clear that when it relates
to convenience theory, the reduction of turnover rates is a great benefit. This aids
in the disturbance of all aspects as the auditors have experience with the firm, its

environment and challenges and begin to know where the pitfalls can be located.

5.3 Requirements and Actions

The research question of this thesis ‘How can an auditor detect and
prevent white-collar crime?’ can be answered twofold. First it is about the actions
the auditor can take to curb white-collar crime. Secondly it is about the
requirements, the conditions that enable the auditor to combat white-collar crime.
Below the actions and requirements established through the interviews and

previous research literature are presented:
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Requirements Actions

e Maintaining e Perform proper risk assessment
Professional e Require internal controls
Skepticism e Review internal controls

* Requiring sufficient e Require separation of functions
client funding e Ignore the potential superstar CEO

* Spend enough time e Consistent reporting to the board and

e Audit Team Rotation the shareholders/Protect owners, not

e Understand client executives
business

5.4 Hypotheses

This section will answer the hypotheses presented at the beginning of this
thesis. There are several findings that both support the hypotheses and one
instance where findings refute a part of a hypothesis. The hypotheses regard the
anticipated findings of this study and have in common a presumption that the
auditing function makes a positive contribution to the fight against white-collar
crime. Whether this actually is confirmed and backed up by the research of this

thesis is what needs to be determined.

5.4.1 Hypothesis 1

The following the articles by Karim and Siegel (1998), Gottschalk (2011),
Alleyne et al. (2013), Suryanto (2014), Zager et al. (2015), Asare et al. (2018),
Gottschalk and Gunnesdal (2018), Harvin and Killey (2021), Schuster (2021), and
Martinez (2022) regarding boundary conditions were used to formulate the
following hypothesis:
H1: Boundary conditions exist that enable the auditor to disrupt crime
convenience
Client Funding

Present literature highlights the importance of requiring sufficient client
funding in order for the auditor to combat white-collar crime. This is supported by
several of the interviews conducted throughout the research process of this thesis.

Holseter (2022) states that in order for the auditor to be able to conduct a
more thorough audit and therefore be better able to thwart white-collar crime, the
auditor must require more funding from the client. This due to the fact that higher
funding leads to the auditor being able to spend more time familiarizing
themselves with the organization, its environment, and the risks present.

Torkildsen (2022) also confirms this initial hypothesis when he highlights the
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problem of time, stating that the auditor “simply does not have the time and
opportunity to do so based on the fee they are paid”. Again, the confirmation is
presented that through higher client funding, the auditor has more time to do the
things that actually curb white-collar crime, such as spending enough time
familiarizing themselves with the organization, risks, and environment.

The consensus seems to be, that to what extent the auditor can get into the
details of the firm further reduces opportunity and increases the probability of
tackling white-collar crime. However, as mentioned, this is difficult “based on the
fee they are paid” (Torkildsen, 2022). This is supported by Eriksrud (2022) stating
that “enough time should be set aside for the audit, nevertheless, managers cannot
‘turn every stone’, this would also be too expensive”. She concludes that
increased funding would lead to the ability to “look at many more invoices”,
which could lead to more detection and prevention of crime but would not
necessarily be the best way to do so. Svanstrom (2022) confirms by saying “it is a
problem when there is not sufficient funding, as there is not enough time to
discuss the audit fully, and a lot of the work tends to be delegated to junior staff”.
Sufficient funding, therefore, leads to more experience, or expertise, and more
time for the audit. As white-collar crime is not necessarily the main purpose of the
audit, sufficient funding “increases the likelihood of discovering and reflecting on
the responsibility of combating white-collar crime through reflection and
discussion within the team and with the client” (Svanstrom, 2022).

It seems that auditors “do not have the time or resources within the
framework and budget of the audit assignment”; they often are not able to really
“dig into it” (Torkildsen, 2022). This is again emphasized by Bredholt (2022),
when stating that it is difficult for an auditor to curb white-collar crime in a
company because “the auditor has many requirements to fill and normally has
very limited time per client”. Auditors have an audit fee, and companies will
perhaps not pay much more for an auditor who would spend more time in order to
disturb aspects of the crime convenience more effectively and successfully.

The issue of time and money are interconnected and affect all aspects of
crime convenience. More time for the auditor means a greater ability to review
internal controls, ensure the separation of functions, understanding the client’s
business, assessing risk properly, and all other measures presented so far. When
the auditor requires sufficient funding, they are able to spend more time which

more effectively combat white-collar crime, but the client also pays for the more
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experienced and effective auditor. This boundary condition disturbs the
‘Opportunity — Conceal — Decay’ and ‘Willingness — Choice — Rationality’

aspects of crime convenience.

Audit Team Rotation

Auditing firms are of the few industries that have around 20% turnover
annually (Johnson, 2018). The existing literature views turnover as a benefit for
the audit process. However, throughout the research process of this thesis,
differing opinions have surfaced surrounding the topic of turnover.

Furnes (2022) sees the high staff turnover at audit firms as a disadvantage
for their work in detecting white-collar crime. He feels that the audit team cannot
build competence about the firm when “you replace the whole team except for a
partner for a 3—4-year period” (Furnes, 2022). This means that every 3-4 years the
firm starts from scratch teaching new auditor’s how the business works, what
controls there are and how they work which frustrates the flow of the
organization. This teaching may be an opportunity to mislead the auditors. This,
again, highlights the importance of spending time to understand the organization
and environment. This is achieved naturally over the years as the auditor gets to
know the client and its environment. This puts them at an advantage over those
who have frequent turnover, who will require more time to understand the client
business.

Although Svanstrom (2022) sees “a positive dimension in bringing in new
people, gaining new perspectives, and maybe seeing things that have not been
emphasized before”, he highlights that “overall it is more negative with a lot of
rotation”, as the learning process leading up to client knowledge is disrupted. In
fact, “literature has proven that when the assignment manager is rotated, the
quality of the audit is reduced in a couple of years to follow” (Svanstrom, 2022).
With high turnover the “client knowledge, such as how they earn money and what
the incentives are like, is lost” (Svanstrom, 2022).

Eriksrud (2022) states that audit team rotation at the partner level “can be
healthy, because you may eventually develop a relationship with the client and
become a ‘friend’”, however the consequences of frequent audit team rotation is
the loss of client knowledge.

Although low audit team turnover rates benefit the client and the audit, so

too does frequent audit team rotation. It is clear that for a team that has been with
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the client for many years, the tasks become repetitive and routine, causing the
auditor to refrain from professional skepticism leading to reduced alertness and
negligence.

There are differing opinions on this topic, however judging by Furnes
(2022), Eriksrud (2022) and Svanstrom (2022) explanations and concerns, when it
relates to convenience theory, the reduction of turnover rates is a great benefit.
This aids in the disturbance of all aspects as the auditors have experience with the
firm, its environment and challenges and begin to know where the pitfalls can be
located.

Therefore, the research does not support the hypothesis. Audit Team
Rotation, or Turnover, does not improve ability to prevent and detect white-

collar crime or disturb crime convenience.

Professional Skepticism

Emphasized by several of the existing research on the field, professional
skepticism is also underlined by Holseter (2022), and Svanstrom (2022). Holseter
(2022) states that it is important for an auditor to maintain professional skepticism
as “a good auditor who is skeptical, and does his job, can more easily determine if
there is poor internal control or division of labor”, where white-collar crime can
occur (Holseter, 2022). Mr. Holseter further mentions that professional skepticism
aids in ignoring the potential superstar status of the CEO. He states that “the
biggest scammers are strong CEOs who are very charismatic, very nice, very
socially adept, always have full control, know pretty much everything, and can
out-talk an inexperienced accountant” (Holseter, 2022). However, if the auditor
maintains a skeptical attitude, the auditor can see past the CEO’s facade.
Svanstrom (2022) said it is vital that the auditor is able to “ask the uncomfortable
questions, and a requirement for being able to do so is independence and
professional skepticism”. This boundary condition disturbs the ‘Opportunity —
Commit — Status’ and ‘Willingness — Choice — Rationality’ aspects of crime

convenience.
Based on the research of this thesis we can conclude that the hypothesis is

correct. Professional skepticism enables the auditor to disturb crime

convenience.

69



Spend enough time

The need to spend enough time is confirmed by Suryanto (2014), Alleyne
et al. (2013), and Holseter (2022), Torkildsen (2022), Bredholt (2022), and
Eriksrud (2022). More time for the auditor means a greater ability to review
internal controls, ensure the separation of functions, understanding the client’s
business, assessing risk properly. In order for the auditor to combat white-collar
crime and see where the firm may feel convenience in committing fraud or other
white-collar crime in order to achieve fiscal or other goals, the auditor must spend
more time during the audit. This is confirmed by Holseter (2022) when he stated
that for the auditor to be able to conduct a more thorough audit and be better able
to detect white-collar crime, the auditor must be able to spend more time
familiarizing themselves with the organization, their surroundings, and the risks.
Torkildsen (2022) elaborate stating that “if you want to find things out, you have
to go down to ‘the nitty-gritty’, and the auditor does not spend much time on that
anymore”, and “simply does not have the time and opportunity to do so when
doing their statutory audit based on the fee they are paid”. Bradholt (2022) agrees
stating that it is difficult for an auditor to prevent and detect white-collar crime
“because the auditor has many requirements to fulfill and normally has very
limited time per client”. Eriksrud (2022) confirms the effect of being able to spend
more time as more time would lead to more detection and prevention of crime,
stating that “enough time should be set aside for the audit, nevertheless, managers
cannot ‘turn every stone’”.

Without this understanding the auditor will not fully see all potential
opportunities due to access. More time for the auditor means a greater ability to
review internal controls, ensure the separation of functions, understanding the
client’s business, assessing risk properly. When the auditor spends enough time,
they have the potential to disturb the aspect of ‘Opportunity — Commit — Access’.
Spending enough time is a boundary condition that enables the auditor to

disturb crime convenience.

Understand Client Business
Based on the presented existing research literature, understanding the
environment and client business is vital to the combative work of the auditor.
The importance of this is further accentuated by Holseter (2022), Furnes
(2022), Lenseth (2022), Eriksrud (2022), and Svanstrom (2022). Regarding this
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issue, Lonseth (2022) specifies that “understanding the environment will help the
auditor reflect on the goals set and can help in that process”. He states that without
a proper analysis or knowledge of the firm and its environment, it becomes
“virtually impossible for auditors to prevent or detect white-collar crime”
(Lenseth, 2022). As the auditor gains understanding of the environment and
organization, they are able to present opinions and consult on the targets
attainable in the industry based on current firm performance. This will aid in the
disturbance of motive regarding financial crime, by removing the aspect of white-
collar crime as a convenient solution to achieve high goals set by leadership. The
auditor can do so by presenting opinions and consulting on the targets attainable
in the industry based on current firm performance.

Holseter (2022) stressed the importance of understanding the client’s
business, stating that “the auditor must understand how the business is organized
and how it makes money”. Without this understanding, the auditor does not know
what opportunities there are for white-collar crime, or how realistic or attainable
their goals and vision really are.

According to Eriksrud (2022), the most important task an auditor does is
to become familiar with “the risk factors that exist for the company being
audited”. The “risk scenario will determine what actions we take” and is based on
the auditors’ knowledge of the industry, the people, and the management in the
organization (Eriksrud, 2022). Furnes (2022) agrees stating that “if they do not
fully understand or understand [...], then they will also have some limitations in
relation to detecting fraud”. This is further confirmed by Svanstrom (2022).

When the auditor fully understands the client business, industry, and the
environment in which they operate, they are able to see where opportunities are,
and what resources are available to the employees. Thereby the auditor can see
where controls or restriction of access is lacking and can home in on that area.
Doing this the auditor disturbs the aspects of crime convenience, supporting the
hypothesis of existing boundary conditions.

Understanding the client business leads to the auditor’s ability to disturb
the ‘Motive — Possibilities — Individual/Corporate’ and ‘Opportunity — Commit —
Access’ aspects of crime convenience. Understanding the client business is a

boundary condition that enables the auditor to disturb crime convenience.
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The findings of the research finds that there are several boundary
conditions that enable the auditor to combat white-collar crime. However, the
boundary condition of audit team rotation is proven to impede the auditor’s ability
to combat white-collar crime. Therefore, the hypothesis is proven correct that
there exist boundary conditions that enable the auditor to disrupt crime
convenience, however this does not include audit team rotation. Therefore
Hypothesis 1 is supported by research in that: Requiring sufficient funding,
professional skepticism, spending enough time and understanding the client
business are boundary conditions that exist and enables the auditor to

prevent and detect white-collar crime.

5.4.2 Hypothesis 2

The following articles by Farrell and Franco (1999), Zager et al. (2015),
Karim and Siegel (1998), and Andrew et al. (2022) regarding the auditor’s sense
of responsibility, were used to formulate the following hypothesis:
H2: The stronger the sense of responsibility an auditor has, the greater the

chance of disturbing crime convenience

Existing literature on the topic highlights several important aspects
regarding auditor responsibility, stating not only the legal basis of that
responsibility but also some measures that auditors can take to embody that
responsibility. This is supported by several of the interviews conducted in this
thesis.

Holseter accentuates the importance of auditor visibility and presence in
client organizations. This, he states, “hinders management’s opportunity” in
committing crime (Holseter, 2022). Another important aspect, according to Mr.
Holseter, is that the auditor maintains professional skepticism, aiding in
determining the risks and areas lacking control (Holseter, 2022). This enables the
auditor to report improvement areas to the owners and shareholders. However,
this is only possible when the auditor feels responsible for the audit. By being
present at the client organization the feeling of responsibility will grow, enabling
the auditor to see areas of risk and improvement.

Mr. Furnes also highlights the effect presence in the client organization
has on the audit. He believes that the auditor has a preventing effect by having a

presence at the company stating that “I think they contribute to the fact that
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everyone knows that there will be an audit” (Furnes, 2022). The CFO feels,
however, that the audit company has a limited presence at the company as they
only do “an interim audit, and a year-end audit” (Furnes, 2022). If the auditor
shows a greater responsibility through their presence at the client organization,
more than just doing an interim and a year-end audit, they have a greater
possibility to disturb crime convenience.

Torkildsen (2022) confirms this stating that the details an auditor can get
into reduces opportunity and increases probability within white-collar crime
detection. This, however, requires the auditor to be present at the firm, and with
this presence the feeling of responsibility is likely to grow.

Lonseth (2022) further highlights the importance of auditors understanding
the client business. By spending the time necessary to do so, and being present at
the client organization, the auditor is more fully able to understand and see the
areas of risk and possible crime. This shows the level of responsibility an auditor
feels regarding the audit. When the auditor does not feel responsible for having
knowledge of how the business operates, it becomes virtually impossible for

auditors to prevent or detect white-collar crime.

The findings thereby support hypothesis 2 in that: The stronger the sense of
responsibility an auditor has, the greater the chance of disturbing crime

convenience.

5.4.3 Hypothesis 3

Farrell and Franco (1999), Zager et al. (2015) and Gottschalk and
Gunnesdal (2018) highlighted the importance of reviewing and requiring internal
controls. Therefore, the following hypothesis was formulated:
H3: The auditor’s engagement in the establishment and review of internal

controls disturbs crime convenience

Review

The presented literature highlights the importance of reviewing internal
controls during the audit.

Holseter proposes the importance of reviewing internal controls when he
explains that in the preventative and detective work of the auditor, the auditor is to

“ensure that there is a proper internal control” (Holseter, 2022). An auditor can
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find deficiencies in the internal controls that “can increase the risk of
embezzlement and errors” (Holseter, 2022).

Furnes, from DNV, says that it is important that an auditor reviews the
internal controls. In his experience, the auditors have provided input on
implemented internal controls at DNV, where the auditor has “mapped up internal
controls and suggestions for improvements” (Furnes, 2022). Torkildsen also
highlights the importance of reviewing the internal controls of a firm. For white-
collar crime to be thwarted, Mr. Torkildsen stated that “checks must be made as to
whether processes within internal control are actually taken care of, where they
may have to take deep dives in areas to verify processes” (Torkildsen, 2022).
Eriksrud (2022) confirms this stating that an area that the auditor focuses on, is to
"ensure that the company has sufficient internal control” as a lack thereof creates
opportunity to commit criminal acts and reduces the perceived detection risk.

Loenseth states the importance of the auditor making a good risk
assessment to see where fraud can occur, highlighting the following questions an
auditor should ask themselves: “Are there any control mechanisms that make it
easy to commit embezzlement? Are there any control mechanisms that are
missing that allow that part of the business to run business-in-the-business?”
(Lenseth, 2022). This again confirms Zager et. al (2015) and Gottschalk and
Gunnesdal (2018) statements on the importance of reviewing internal
controls. This action disturbs the ‘Willingness — Choice — Rationality’ aspect of

crime convenience.

Establish

Existing literature further elaborates on the importance of establishing, or
requiring, internal controls. Holseter (2022) states that the best way for an auditor
to prevent white-collar crime is to “ensure that there is an appropriate and
sufficiently established division of labor”, meaning that there is separation of
functions. The auditor further has the ability to report where there is room for
improvement to the general assembly, and thereby can require an establishment of
improved or non-existing internal controls. (Holseter, 2022).

In order for white-collar crime to be prevented in organizations,
Torkildsen (2022) stresses the importance of clear roles and clear definition of

functions. He states that if these are unclear “it gives a greater possibility that this
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type of activity can take place”. Eriksrud (2022) adds that a lack of internal
controls will lead to the auditor not being “able to detect anything”.

Lonseth (2022) further highlights the preventative effect of organizational
structure, saying “Dual approval and spread of power, the fact that no one can
operate alone but that they are dependent on other people and departments. That
one does not sit with a decision alone”. He stresses that the auditor has “influence
and say” when it comes to these types of control mechanisms that have a
preventative effect (Lonseth, 2022). He further admonishes the auditors to ask
themselves whether there are “any control mechanisms that make it easy to
commit embezzlement? Are there any control mechanisms that are missing that
allow that part of the business to run-business-in-the-business?” (Lenseth, 2022).
Without this analysis or knowledge of the business and where and how the
business operates, it becomes virtually impossible for auditors to thwart white-
collar crime. This action disturbs the ‘Opportunity — Commit — Access’ aspect of

crime convenience.

Based on the research of this thesis, the hypothesis is correct. The auditor’s
engagement in the establishment and review of internal controls disturbs

crime convenience.

5.4.4 Hypothesis 4

Gottschalk and Gunnesdal (2018) highlight an important aspect within
crime convenience and white-collar crime detection and prevention. Based on this
article the following hypothesis was formulated:
H4: To effectively disturb white-collar crime convenience, auditors should

shift from a transaction focus to an individual focus

Focusing on the individual rather than the transaction, or the criminal act,
will aid the auditor in more effective fraud prevention. If the auditor knows and
understands the individual, they are better able to see risks, patterns of behavior or
other aspects that may indicate fraudulent behavior. This is further accentuated
through the research conducted in this thesis.

Holseter (2022) pronounces the importance of keeping a close eye on the
employees, using the CEO as an example highlighting the need for the auditor to

check if the CEO follows the instructions given by the board of directors. Holseter
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(2022) states that an important aspect in the work of an auditor is that an auditor
gets “100% access” to the employees, documents, files, and transactions. He
elaborates that it is fundamental to have access to everything in a company to be
able to detect white-collar crime, as the auditor in that way is able to understand
not only the organization but the individuals within. The key, of course, is to
remember to focus on the individuals.

Eriksrud (2022) also stresses the fact that “we are not employed by the
client but are employed to ensure that nothing is wrong”, regularly meeting with
the board or owners without the CEO being present aids this. Eriksrud (2022)
adds that the auditor’s “alert the board if we think the CEO has too much
workload and is struggling, something we regularly see”.

Lenseth (2022), as mentioned previously, misses the part where auditors
consider the risk the employees run of being involved as criminal actors. In the
same way that auditors consider whether the organization has any control
mechanisms that make it easy to commit embezzlement, or control mechanisms
that are missing that allow that part of the business to run-business-in-the-
business, the auditors need to ask themselves similar questions regarding the
employees within the organization. That being said, the audit function has
undergone changes and developments over the years. Lonseth (2022) feels that
“the auditor has improved in the sense that they are more observant that crime can
occur within a company”. Bradholt (2022) accentuates this stating that when the
auditor has a personal relationship with the executives at a company, they may

have a greater effect in the prevention of white-collar crime.

Based on the research of this thesis, the hypothesis is correct. To effectively
disturb white-collar crime convenience, auditors should shift from a

transaction focus to an individual focus.

5.4.5 Hypothesis 5

The existing research on the topic conducted by Alon et al. (2019), Hurley
et al. (2019), Bao et al. (2019), Harvin & Killey (2021), and Mohliver (2019)
highlight the impact of relationships with management. The following hypothesis
will now be discussed:
HS: The relationship with management can harm the auditor’s ability to

disturb crime convenience
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Bredholt (2022) highlights that a personal relationship with the company’s
leadership may contribute to the auditor having a greater effect on the prevention
or detection of crimes. However, under certain circumstances, a personal
relationship may also increase the auditor’s willingness to accept illegal actions
by the company.

Holseter (2022) further explains this predicament stating that it is
“important to remember that the auditor is always engaged by the owners, and the
owners are interested in ensuring that the board has had instructions for the CEO
and that the CEO follows the instructions”. Forgetting this can have untold
consequences. Holseter (2022) explains that “the biggest scammers are strong
CEOs who are very charismatic, very nice, very socially adept, always have full
control, know pretty much everything, and can out-talk an inexperienced
accountant”. Eriksrud (2022) adds that over time auditors “develop a relationship
with the client and become a ‘friend’” and it can then be more difficult to ask the
difficult questions. However, if the auditor maintains a skeptical attitude, the
auditor can see past the CEO’s facade. This action disturbs the ‘Opportunity —
Commit — Status’, ‘Motive — Possibilities — Individual/Corporate’ and

‘Opportunity — Conceal — Decay’ aspects of crime convenience.
Based on the research of this thesis, the hypothesis is correct. The relationship

with management can harm the auditor’s ability to disturb crime

convenience.
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Table 7: A summary of Hypothesis results

Hypothesis Hypothesis Result

Boundary conditions exist

H1 that enable the auditor to Partially Keep
disrupt crime convenience
The stronger the sense of
responsibility an auditor has,

H2 the greater the chance of Keep
disturbing crime
convenience
The auditor’s engagement in

3 the establishment and review Keep
of internal controls disturbs
crime convenience
To effectively disturb white-
collar crime convenience,

H4 auditors should shift from a Keep
transaction focus to an
individual focus
The relationship with

HS management can harm the Keep
auditor’s ability to disturb
crime convenience

5.5 Methodological Quality

The methodological theory for qualitative research has been presented in

section 3.4. This section aims to present in what way this thesis has aimed to
fulfill those requirements. In summary, the key to qualitative research is
trustworthiness embodied by credibility, authenticity, transferability,
dependability, confirmability, criticality, and integrity (University of Miami,
2020). The thesis presents the changes in the legal framework and in the audit
industry throughout the last decade, highlighting the changing environment in
which the audit takes place. However, having stated this, the changes in the
regulation and in the field has not affected the research presented.

The following was done in an effort to strengthen the trustworthiness of

the research:
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Summary of Interviews: Approval and Comments

In an effort to achieve these requirements, several things have been done
in connection with the research. For trustworthiness to be achieved, one
requirement is the importance of hearing different voices. A concern regarding
this is that the researchers can influence how the answers of interviews are
interpreted and presented, and that the views expressed in the interviews are
subject to bias by the interviewers. Attempting to address this concern, the text
written about the interviewees and the statements they made (from section 4) were
sent in its entirety to the interviewee for approval and for comments. This
approval and the comments about the text made by the interviewees are attached
in the appendix (see 8.2.3) in an attempt to appease the fact that the participants’
opinions are accurately interpreted. The participants’ opinions are explicitly stated
and quoted in the thesis and are thereafter discussed and analyzed. This was done
in an effort to build the confidence that the data is accurately interpreted in our
research, as it is stated before the analysis. This thesis quotes and explicitly states
the statements made by interviewees, aiming to strengthen the authenticity of the
analysis. The result of sending the entirety of the summary and quotes of the
interviews was that each individual answered with their approval of the text and
four individuals replied with comments and corrections they wished to make, to
better portray their intended message and meaning. In summary 5 out of 7
individuals replied with feedback and comments wishing to edit and elaborate on

certain comments made during the interviews (see 8.2.3).

Source Credibility
A further characteristic of credibility relates to the credibility of the

sources interviewed. As expertise and knowledge adds to credibility, this was
carefully considered in the retrieval of information. In order to try to gain
insightful and credible information and understanding on the issue at hand, the
aim was to interview individuals with large amounts of experience within the
field, and at higher levels within their industries. The process of getting in contact
with and arranging interviews with these individuals was done by contacting the
individuals directly after researching their industry, organization, and role within
it. In this way, the researchers were confident that the information obtained,

would be relevant and credible.
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Content Analysis
Central to this thesis is the collection and analysis of the interviews, the

results of which would be discussed in relation to existing research literature. In
an effort to achieve a level of trustworthiness, the researchers aimed to do a
content analysis of the existing research literature and of each interview. This was
aimed to be done by presenting categories and key points in the tables provided in
the appendix and throughout the thesis. The content of these were systematically
reviewed with a goal to find relevant information about the area of study. At the
onset of this thesis, the aim was to compare existing research literature with
statements and results from interviews. Having used existing research literature
from a wide range of sources, these have been compared with results from a range
of interviewees with differing backgrounds and roles in organizations. These
articles were carefully chosen to fit the scope of the research question, and
individuals were carefully chosen that would best be able to enlighten the topics
and measures discussed. Using these differing sources, the information and

statements presented, were discussed in relation to each other.

Alternative Hypotheses
One way in which criticality is achieved, is through the formulation of

alternative hypotheses. This thesis explores five hypotheses which are discussed
and analyzed, incorporating several aspects of the presented existing research
literature, analytically combining them into five hypotheses the thesis sets out to
discover. Additionally, in order to protect against distortion or conjecture, it is
important that the researcher’s interpretation is substantiated by evidence
(Maxwell, 1996). In an effort to appease this, evidence from the interviews is used

to back up statements and conclusions drawn in the discussion.

There are, as in all forms of research, things that can be improved on and
strengthened. At the conclusion of this thesis, ways in which the research can be
improved and ideas for further research are presented. The procedures for
gathering the data are included and described, making it possible for future and
other researchers to both use and confirm the statements and results presented. As
the names of the individuals interviewed throughout the data collection process
are presented in this thesis, the opinions stated can be confirmed by outside
sources. It is important to note that the research of this thesis and its results are not

aimed to be generalized on the topic or field as a whole.
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6. Conclusion

6.1 Summary of findings

The main findings from the research in the previous chapters and
discussion will be summarized below to highlight the key takeaways from the
conducted research. There are several specific measures that an auditor can take in
order to curb white-collar crime and disturb elements of convenience theory.

The findings of how an auditor can detect and prevent white-collar crime
can be separated into requirements that enable the auditor to curb white-collar
crime and specific actions the auditor can take. These findings will be presented
as well as the aspect of crime convenience those requirements and actions disturb,

and the hypotheses presented.

Table 8: Below is a visual representation of the requirements and actions
highlighted in this thesis and the aspects of crime convenience they disrupt. These
are shown as to where they belong in the audit process shown on the left-hand
side. The audit process steps were presented in research literature by Appelbaum

etal. (2018).
Audit Process — Requirements and Actions — Convenienece Aspects

4 Maintaining professional skepticism }s

| Pre-engag | { Require sufficient client funding }
A T e A\ e
| Planning }v\ . \ A\
\ s | Audit team rotation ) N y
\ \\\ 20
| compliance and Substantive Testing |/ ">/~  Understand client business | Y.
X \.\ W\ ”“
X\ [ Perform proper risk assesment ] -‘:v'l
| Evaluation and Review |1 VAN | Require internal controls | V1%
.\: > , XA\
Ve \ 1 Review internal controls | {“ ,-‘/
| Report | - NN 4/
TS0 Require separation of functions | / /" /

| Conti Activities/Follow-up I ) ’1 Ignore the potential superstar CEO

"= Workwith the Board of Directors |

6.1.1 Requirements
The following requirements enable the auditor to detect and prevent white-collar

crime;

Professional skepticism
Holseter (2022) proposes professional skepticism as a requirement to

disturb crime convenience. Svanstrom (2022) confirms the importance of
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professional skepticism. This is supported by several of the research articles and is
confirmed by the literature of Harvin Killey (2021), Zager et al. (2015),
Gottschalk and Gunnesdal (2018), Martinez (2022), and Schuster (2021). Through
the research of this thesis, when the auditor maintains professional skepticism, it
is shown that they disturb the ‘Opportunity — Commit — Status’ and

‘Willingness — Choice — Rationality’ aspects of crime convenience.

Sufficient client funding

A topic that applies to the auditors’ work in disturbing crime convenience
is the issue of funding. Several of the existing research literature and interviewed
individuals discuss the elements of sufficient client funding. It is supported by the
literature of Suryanto (2014), Alleyne et al. (2013), and Karim and Siegel (1998)
and the interviews with Holseter (2022), Torkildsen (2022), Bredholt (2022),
Eriksrud (2022) and Svanstrom (2022). If the auditor requires more funding, the
auditor can do a more thorough audit, and prevent white-collar crime. Sufficient
client funding enables the auditor to disrupt the ‘Opportunity — Conceal —

Decay’ and ‘Willingness — Choice — Rationality’ aspects of crime convenience.

Spend enough time

In order to fully gain an understanding of the firm and its environment, to
see where the firm may feel convenience in committing fraud or other white-
collar crime in order to achieve fiscal or other goals, the auditor must spend more
time during the audit to gain that understanding, knowledge, and insight. The need
to spend more time is confirmed by Suryanto (2014), Alleyne et al. (2013), and
Holseter (2022), Torkildsen (2022), Bredholt (2022), and Eriksrud (2022). More
time for the auditor means a greater ability to review internal controls, ensure the
separation of functions, understanding the client’s business, assessing risk
properly. Spending enough time disturbs the aspect of ‘Opportunity — Commit —

Access’.

Audit Team Rotation (Turnover)

Turnover, or audit team rotation, has been covered in this thesis as both a
benefit and a negative aspect and the results of the research refutes the
information from existing research literature. Gottschalk and Gunnesdal (2018)

emphasize the benefits of audit team rotation, or turnover stating that the audit
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becomes “less effective in situations where the same auditor has been responsible
for several consecutive years” (p. 131). Furnes (2022), however, sees frequent
audit team rotation at audit firms as a disadvantage for their work in detecting
white-collar crime, as the audit team cannot build competence about the firm
when frequently changed. Svanstrom (2022) elaborates on this issue and Eriksrud
(2022) shares some insights into this as well. Audit team rotation is an aspect that
has an effect on the overall ability of the auditor to combat white-collar crime and

disturb the aspects of crime convenience.

Understand client business

Asare et al. (2018) found that auditors often fail to sufficiently modify the
standard audit program to fit the firm they are working with, due to “a lack of
understanding of the client business” (p. 74). Schuster (2021) states that it is clear
that understanding the company’s environment is “necessary for the auditor’s
understanding and auditing views through the scrutiny of the structure of the
internal controls” (p. 154). Holseter (2022) stressed the importance of
understanding the client’s business, stating that “the auditor must understand how
the business is organized and how it makes money”, which is further underlined
by Furnes (2022) and Lenseth (2022). When the auditor understands the client
business and the industry in which they operate, they are able to present opinions
and consulting on the targets attainable in the industry based on current firm
performance, thereby disturbing the ‘Motive — Possibilities —
Individual/Corporate’ aspect of crime convenience, something that Svanstrom
(2022) confirms. Additionally, this understanding leads the auditor to see where
controls or restriction of access is lacking, thereby disturbing the ‘Opportunity —
Commit — Access’ aspect of crime convenience, which Eriksrud (2022)

highlights.

6.1.2 Actions

The following actions enable the auditor to detect and prevent white-collar crime:

Perform proper risk assessment
Asare et al. (2018) stresses the importance of effectively assessing the
risks of fraud in organizations, in order to tailor the audit to that specific firm and

their specific challenges. Holseter (2022) and Eriksrud (2022) confirm that when
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the auditor understands the business and their processes, they can see where the
greatest risks are. Lonseth (2022) emphasizes “risk assessment and understanding
the business”, and when this is done, the auditor can “see where fraud can occur”.
When the auditor sees where fraud can occur and knows the business well, the
potential white-collar criminal, when weighing the cost and benefit of committing
crime, will be aware of the fact that getting caught is more likely. By conducting a
proper risk assessment, the auditor will map the relevant controls where crime can
be committed. Doing a proper risk assessment and checking relevant controls,
reduces the employee’s ability to rationalize fraud, disturbing the ‘Willingness —

Choice — Rationality’ aspect of crime convenience.

Require internal controls

Zager et al. (2015) conclude that external auditors “generally agreed that
the establishment of an appropriate number of internal controls in the company
have a significant impact on the prevention of fraud” (p. 699). Holseter (2022)
states that the auditor is to “ensure that there is a proper internal control”, as
deficiencies in the internal control “can increase the risk of embezzlement and
errors”. Eriksrud (2022) backs this up stating that a lack of internal controls will
lead to the auditor not being “able to detect anything”. By requiring internal
controls in the organization, the auditor disturbs the access opportunity of
convenience theory, disturbing the opportunity for the individuals as their access
becomes limited and controlled, and opportunities for fraud become visible. When
the auditor fully understands the client business and their environment, they

disturb the ‘Opportunity — Commit — Access’ aspect of crime convenience.

Review internal controls

Reviewing internal controls are vital in the auditor’s work. Farrell and
Franco (1999) state that “to combat the problem of fraud, a crucial element in
deterring theft is strict internal controls” (p. 4). Zager et al. (2015), and Gottschalk
and Gunnesdal (2018) corroborate the importance of reviewing the internal
controls, as they play a vital role in combating white-collar crime. This is also
confirmed by Holseter (2022), Furnes (2022), Torkildsen (2022), Lenseth (2022),
and Eriksrud (2022) who confirms the importance of “ensur[ing] that the
company has sufficient internal control”, as a lack thereof creates opportunity to

commit criminal acts and reduces the perceived detection risk. Internal control
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contributes to the rationality aspect of crime convenience, not because internal
control detects, but because potential white-collar criminals believe they will be
caught. The objective detection risk is the same but the subjective, the perceived,
detection risk is heightened, something that will reduce willingness, as one
believes one will be caught. The auditors’ work in reviewing internal controls

disturbs the ‘Willingness — Choice — Rationality’ aspect of crime convenience.

Require separation of functions

Farrell and Franco (1999) state that “to combat the problem of fraud, a
crucial element in deterring theft is strict internal controls, segregation of duties,
and separation of functions” (p. 4). The importance of a separation of functions is
backed up by Lenseth (2022), Torkildsen (2022) and Holseter (2022). Holseter
(2022) pointed out that the most important way for an auditor to prevent white-
collar crime in an organization, is to “ensure that there is an appropriate and
sufficiently established division of labor”. By requiring separation of functions,
the auditor reduces the access, and hinders opportunity for individuals to perform
illicit and dishonest actions, disturbing the ‘Opportunity — Commit — Access’

aspect of crime convenience.

Ignore the potential superstar CEO

Harvin and Killey (2021) state the importance to ignore the potential
superstar status of the CEO, which potentially can have a negative impact on the
strategic risk assessment the auditor does, as the auditor may “unwittingly or
consciously” lower the risk assessment as a result of this superstar (p. 509).
Holseter (2022) reiterates that “the auditor is [...] interested in ensuring that [...]
the CEO follows the instructions”. The auditors work in keeping a close eye with
the CEO and ignoring the potential superstar status aids their work in disturbing
the ‘Motive — Possibilities — Individual/Corporate’ aspect of crime
convenience.

This further enables them to critically analyze and view the situation of the
audit, and to notice potential situations in which management or the CEO can
commit white-collar crime. The importance of looking past the CEO is
substantiated by Eriksrud (2022), as these strong leaders “override their own
organization and their own controls, so that they can do as they please and

manipulate what they want”. Bradholt (2022) further problematizes this, stating
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that it may increase the auditor’s willingness to accept illegal actions. By being
aware of, and disregarding status and reputation of management and leaders in an
organization, the auditor disturbs the ‘Opportunity — Commit — Status’ aspect of

crime convenience, as the auditor disregards the status of the employees.

Work with the Board of Directors

Alon et al. (2019) found that the auditors often supported the executives of
the company and not its owners or shareholders. Furthermore, Hurley et al. (2019)
stresses the importance of consistently reporting to the board. Holseter (2022),
states that it is “important to remember that the auditor is always engaged by the
owners, and the owners are interested in ensuring that the board has had
instructions for the CEQO, and that the CEO follows the instructions”. Lenseth
(2022) emphasizes the importance of working with the board. Working with the
board and owners, the auditor disturbs two aspects of crime convenience. First, as
Holseter (2022) stated, the auditor is able to confirm that high-performance goals
do not contribute to motive for white-collar crime. Eriksrud (2022) highlights the
importance of working with the board and owners, in disturbing motive for white-
collar crime, which is further substantiated by Svanstrom (2022). In this way, the
auditor disturbs the ‘Motive — Possibilities — Individual/Corporate’ aspect of
crime convenience. Second, the auditor disturbs management’s opportunity to
conceal illicit activity that can decay the organization from within. In this way the
auditor further disrupts the ‘Opportunity — Conceal — Decay’ aspect of crime

convenience by protecting the owners of the organization.

6.1.3 Findings Overview
According to the research presented in this thesis, as well as the findings
discussed above, the auditors are able to disturb the following aspects of crime

convenience:
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backed up by both presented literature and through the research process of this
thesis. The findings that were presented by existing research literature, and

corroborated by the interviews conducted through the research process are as

follows:
Requirements Actions

e Maintaining e Perform proper risk assessment
Professional e Require internal controls
Skepticism e Review internal controls

e Requiring sufficient e Require separation of functions
client funding e Ignore the potential superstar CEO

* Spend enough time e Consistent reporting to the board and

e Audit Team Rotation the shareholders/Protect owners, not

e Understand client executives
business

Table 9. Shows a quantitative indication of what the literature places the most
emphasis on, versus what the interviews place the most emphasis on. That is,
which of the poles below is the highest, where grey represents the literature and

blue represents the interviews.
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The visual representation above provides certain insights.

The existing research literature places the most emphasis on maintaining
professional skepticism, reviewing internal controls, and requiring sufficient client
funding. The interviews place most emphasis on requiring sufficient client
funding and understanding the client business, as the most important measures to

combat white-collar crime.

6.1.4 Hypotheses

At the beginning of this thesis, 5 hypotheses were stated. The research has
found answers to them, with all being confirmed, apart from hypothesis 1 that is
partially refuted. The results of the hypotheses will be summarized here and are as

follows:

H1: Boundary conditions exist that enable the auditor to disrupt crime

convenience

Client Funding

The presented literature highlights the importance of requiring sufficient
client funding in order for the auditor to curb white-collar crime. This issue is
highlighted by Holseter (2022), Torkildsen (2022), Bradholt (2022), Eriksrud
(2022), and Svanstrom (2022). The results show that auditors who spend more
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time in the audit, can more effectively and successfully disturb aspects of the
crime convenience, but this is only possible with more client funding. The issue of
time and money are interconnected and affect all aspects of crime convenience.
When the auditor requires sufficient funding, they are able to spend more time,
which more effectively combats white-collar crime. This is a boundary condition

that supports the hypothesis.

Audit Team Rotation

The topic of audit team rotation, or turnover, is discussed in existing
research literature. The present literature of Gottschalk and Gunnesdal (2018)
views turnover as a benefit for the audit process. However, Furnes (2022) sees the
high staff turnover at audit firms as a disadvantage for their work in detecting
white-collar crime. This is substantiated by Eriksrud (2022) and Svanstrom
(2022). Frequent turnover leads to audit teams to lack understanding of the client
organization and environment in which they operate, a detrimental fact in their
fight against white-collar crime. Audit team rotation is a boundary condition
argued in this thesis, to be detrimental to the auditor’s ability to curb white-collar

crime.

Professional Skepticism

Harvin & Killey (2021), Schuster (2021), Zager et al. (2015), Martinez
(2022), Gottschalk and Gunnesdal (2018) and Gottschalk (2011) all highlighted
the importance of maintaining professional skepticism. This is confirmed by the
research results by Holseter (2022) and Svanstrom (2022) who state that an
auditor who maintains professional skepticism can more easily determine where
white-collar crime can occur. Mr. Holseter further mentions that professional
skepticism aids in ignoring the potential superstar status of the CEO. If the auditor
maintains a skeptical attitude, the auditor can see past the CEO’s facade.

Professional skepticism enables the auditor to disturb crime convenience.

Spend enough time

The need to spend enough time is confirmed by Suryanto (2014), Alleyne
et al. (2013), and Holseter (2022), Torkildsen (2022), Bredholt (2022), and
Eriksrud (2022). More time for the auditor means a greater ability to review

internal controls, ensure the separation of functions, understanding the client’s
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business, assessing risk properly. When the auditor spends enough time, they have

the potential to disturb the aspects of crime convenience.

Understand Client Business

Asare et al. (2018) and Schuster (2021) highlight the problems that occur
when the auditors do not understand the client business. The importance of this is
further accentuated by Holseter (2022), Eriksrud (2022), Svanstrom (2022),
Furnes (2022) and Lenseth (2022). Understanding the client business leads to the
auditor’s ability to disturb the ‘Motive — Possibilities — Individual/Corporate’ and

‘Opportunity — Commit — Access’ aspects of crime convenience.

The findings of the research are that there are several boundary conditions
that enable the auditor to combat white-collar crime. However, the boundary
condition of audit team rotation is proven to impede the auditor’s ability to
combat white-collar crime. Hypothesis 1 is supported by research in that:
Requiring sufficient funding, professional skepticism, spending enough time and
understanding the client business are boundary conditions that exist and enables

the auditor to prevent and detect white-collar crime.

H2: The stronger the sense of responsibility an auditor has, the greater the
chance of disturbing crime convenience

Existing literature on the topic highlights several important aspects
regarding auditor responsibility, stating not only the legal basis of that
responsibility, but also some measures that auditors can take to embody that
responsibility. This is accentuated by Holseter (2022), Furnes (2022) and
Torkildsen (2022). The auditor, by being present at client organizations, will
increase the sense of responsibility, enabling them to see areas of risk and
improvement. Lonseth (2022) states that by spending the time necessary to
understand the client business, and being present at the client organization, the
auditor is more fully able to understand and see the areas of risk and possible
crime.

The findings thereby support hypothesis 2 in that the stronger the sense of
responsibility an auditor has, the greater the chance of disturbing crime
convenience. This sense of responsibility has the potential to disturb the motive

and opportunity aspects of crime convenience.
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H3: The auditor’s engagement in the establishment and review of internal
controls disturbs crime convenience
Review

Another factor brought forth by existing research, points to the importance
of reviewing internal controls during the audit. Holseter (2022) emphasizes this
when he explains that in the combative work of the auditor, the auditor is to
“ensure that there is a proper internal control”. This is confirmed by Eriksrud
(2022), Furnes (2022), Torkildsen (2022) and Lenseth (2022) who state the
importance of reviewing the internal controls, as they are essential in combating
white-collar crime. The review of internal controls disturbs the ‘Willingness-

Choice-Rationality’ aspect of crime convenience.

Establish

Existing literature further elaborates on the importance of establishing, or
requiring, internal controls. Holseter (2022) states an auditor has the ability to
report where there is room for improvement to the general assembly, and thereby
can require an establishment of improved or non-existing internal controls.
Torkildsen (2022) and Eriksrud (2022) stress the importance of internal controls,
and Lenseth (2022) further highlights the importance of requiring internal
controls, as the auditor has “influence and say” when it comes to control
mechanisms that have a preventative effect. An example found in the research of
this thesis is the disturbance on crime convenience through requiring a separation

of functions, specifically the ‘Opportunity-Commit-Access’ aspect.

Based on the research of this thesis, the hypothesis is correct. The
auditor’s engagement in the establishment and review of internal controls,

disturbs crime convenience.

H4: To effectively disturb white-collar crime convenience, auditors should
shift from a transaction focus to an individual focus

Gottschalk and Gunnesdal (2018) highlight an important aspect within
crime convenience, and white-collar crime detection and prevention.
Focusing on the individual rather than the transaction, or the criminal act, will aid

the auditor in more effective fraud prevention. If the auditor knows and
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understands the individual, they are better able to see risks, patterns of behavior or
other aspects that may indicate fraudulent behavior. This is further accentuated
through the research conducted in this thesis. Holseter (2022), Eriksrud (2022),
Lenseth (2022) and Bredholt (2022) elaborate on the importance of focusing on
the individual rather than the transaction.

The hypothesis is confirmed. To effectively disturb white-collar crime

convenience, auditors should shift from a transaction focus to an individual focus.

HS: The relationship with management can harm the auditor’s ability to
disturb crime convenience

The existing research on the topic conducted by Alon et al. (2019), Hurley
et al. (2019), Bao et al. (2019), Harvin & Killey (2021), and Mohliver (2019)
highlight the potential negative impact of relationships with management.
Bredholt (2022) personal relationship may also increase the auditor’s willingness
to accept illegal actions by the company. This is confirmed by Holseter (2022)
and Eriksrud (2022). However, if the auditor maintains a skeptical attitude, the
auditor can see past the CEO’s facade. Therefore, relationships with auditors can
harm the auditor’s ability to disturb the ‘Opportunity-Commit-Status’,
‘Willingness - choice - rationality’, ‘Motive - Possibilities - Individual/Corporate’,
and ‘Opportunity — Conceal — Decay’ aspects of crime convenience, as the
auditor’s professional skepticism and their focus on protecting owners and
shareholders, not management, are harmed.

The correctness of the hypothesis is again confirmed. The relationship

with management can harm the auditor’s ability to disturb crime convenience.

Table 10: The hypothesis results in the research model

I Boundary Conditions

/Y'I*A
| Auditor responsibility H2 .,
How can an auditor prevent and detect|
I Internal controls I H3 ¥ > white-collar crime?
WA+ A convenience theory approach
| Transaction focus | W

I Relationship with management
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6.2 Effect and Responsibility

At the core of this thesis lies the concept of how can’. Several measures
and requirements have been presented in answer to the question of how an auditor
can prevent and detect white-collar crime as well as what aspects of crime
convenience they disturb.

The requirement of sufficient client funding and the action of spending
enough time, are not only interconnected but may, as single measures, have the
greatest effect on crime convenience. Furthermore, it is believed that reducing
audit team rotation as a single requirement, may significantly contribute to an
increased ability to combat white-collar crime and to reduce crime convenience.
As single measures, the presented answers to the question of how, may not prove
to drastically reduce crime convenience. However, when combined, these actions
and requirements are believed to effectively reduce crime convenience.

The question that needs to be asked is who the responsible party is. Who
should take the initiative regarding these measures and requirements? These
measures and requirements must come from the auditor. The auditor must take the
self-initiative to implement these actions and requirements themselves, and the
organizations, or clients, must be willing and receptive to these requirements and
actions, for a better quality of the audit. One example found through the research
in this thesis, is that the auditor meets with the board without the managers and
administrative roles in the organization. Are the measures and requirements, either
presented in this thesis, or required by regulation and standards actually followed
and implemented? This is an important point and mostly rests in the hands of the
auditor. This highlights the role the relationship between the auditor and the board
or owners of the organization plays. Being able to present the actions and
requirements and having the board on the auditor’s side, is vital to be able to
effectively combat white-collar crime and disturb crime convenience. However,
the responsibility and initiative for implementation mainly lies with the auditor.

Since the external auditors main legal or standard responsibility is not
detecting financial statement fraud, an emerging service and field, becomes an
interesting factor to consider. It includes the use of accounting, auditing, and
investigative skills and is referred to as Forensic Accounting. Forensic accounting
is a “three-pronged approach, requiring merging accounting, auditing, and
investigative skills to detect or prevent accounting fraud and white-collar criminal

activity” (Kaur et al., 2022). Forensic accounting is an accounting field that helps
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detect and prevent financial fraud, reduce corruption, and combat financial crimes
(Islam et al., 2011). There are still many financial scandals even though
regulations and laws have been introduced to reduce this.

Auditors audit financial statements, however, many cases of fraud are not
detected. This has increased the demand for forensic accountants (Kaur et al.,
2022). In fact, forensic accounting services have been identified as the most
effective fraud detection and prevention methods (Kranacher, 2006), and
according to a report published by Ernst and Young, to prevent and detect fraud
one must incorporate forensic accounting techniques (Kaur et al., 2022). As
auditors are not responsible for detecting fraud, organizations should use forensic
accountants to combat fraud. As auditing is primarily concerned with error
detection and prevention, forensic accounting becomes an effective combative
tool as it is more concerned with fraud detection, fraudster detection, litigation
support, and economic loss estimation (Ahmed and Ali, 2019). In the research
done by Kaur et al. (2022), a positive correlation was determined between
forensic accounting and fraud detection and prevention. One of the executives
interviewed in the research of this thesis expressed an interest in such a service
stating that “there should be a separate service that covers this and does not
interfere with the audit, that has its own framework, time and budget, as the time
around the year-end audit is full, and this type of work could be done at another

time” (Furnes, 2022).

6.3 Suggestions for further research

Most research articles leave several questions unanswered. This,
inevitably, leads to opportunities for further research to be conducted based on the
research and findings of this thesis. There are some limits to the scope of research
conducted for this thesis.

During the research collection phase only individuals in larger global
corporations were considered. In order to get a more representative view, and
information on the view of those employees, smaller firms could be considered. A
further weakness within the analysis and argumentation of this thesis, is that the
findings and conclusions cannot be confirmed with statistics and numbers. The
proposed measures of how an auditor can combat white-collar crime cannot be
statistically and numerically confirmed. By applying numerical evidence, one

would more effectively prove the measures proposed. This points out a flaw of the
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research design. The most effective would have been a combination of the
qualitative and quantitative research methods while maintaining the exploratory
approach. Thereby, the thesis could combine findings from this research with
statistics, showing the actual effect of the proposed measures.

Furthermore, as mentioned previously, the auditors work and
responsibilities, have in the last decade undergone large changes. The world is
developing, and new technology and tools are at disposal. Several of the
interviewed candidates mentioned the potential effectiveness of new technology
and tools in the auditor’s work, and this could be an interesting point of further
research. Specifically, how technology aids or limits the auditor in fighting white-
collar crime. The question must also be asked, what an auditor should be expected
to detect and prevent. As mentioned, laws and regulations are in place to guide the
work of the auditor, however, where the line is drawn for the auditor’s liability
and responsibility is a further point that may warrant further research.

Additional suggestions for further research include interviewing differing
roles within organizations, such as accountants, and including individuals from
smaller and larger organizations in order to get broader perspectives and inputs
from differing roles. As the research in this thesis contradict existing research
literature on the topic of audit team rotation, this field may deserve further
research.

Finally, and arguably most importantly, there is a limitation to this thesis
that may deserve further enlightenment. This thesis views the question how an
auditor can prevent and detect white-collar crime; however, this highlights
measures that improves the probability of detecting or preventing. How much
these steps actually raise the probability, or how they work in practice, lies outside

the scope of this research, but would greatly add to the field if further researched.

6.4 Final remarks

Existing literature on the topic proposes several measures in answer to the
question of how an auditor can curb white-collar crime. Many of these proposed
steps are a part of the auditors’ tasks according to laws and standards. However, in
addition to these responsibilities and tasks, there are also several measures
accentuated that existing literature and interviewed individuals mention as further
specific steps in answer to this question. Audit team rotation, requiring sufficient

client funding, understanding the client business, and maintaining professional
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skepticism are emphasized as factors that greatly affect the work an auditor is able
to accomplish. The thesis further highlights that time and money are
interconnected and aid in the disturbance of several aspects of crime convenience.
This is highlighted by Torkildsen (2022), Suryanto (2014), Holseter (2022),
Eriksrud (2022) and Bradholt (2022) who specify that an increased availability of
time for the auditor means a greater ability to perform other actions that fight
white-collar crime, and the client is able to ‘pay for’ experienced and good
auditors. Furthermore, audit team rotation is specified as a factor that affects the
auditor. Auditing firms are of the few industries that have around 20% turnover
annually (Johnson, 2018). This turnover, or audit team rotation, has been covered
in this thesis as both a benefit and a negative aspect. Gottschalk and Gunnesdal
(2018) highlight the benefits of audit team rotation. However, Furnes (2022),
Eriksrud (2022), and Svanstrom (2022), see frequent audit team rotation at audit
firms as a disadvantage in their work of detecting white-collar crime.
Understanding the client business was emphasized by 6 interviews but only 2
existing research literature articles included in this thesis. This measure has a
large effect on auditor effectiveness in combating white-collar crime. When
auditor further maintains professional skepticism, their ability to curb white-collar
crime is heightened. This is emphasized by 5 interviews and 2 research articles.

These measures, together with all other measures mentioned, further
disrupt six specific aspects of crime convenience, a further aim of this thesis.

As crime detection and prevention is not the auditor’s main responsibility
in conducting the audit, this thesis further highlights the emerging role of forensic
accounting. Forensic accounting helps detect and prevent financial fraud, reduce
corruption, and combat financial crimes and has been identified as an effective
fraud detection and prevention method.

This thesis aimed to highlight how an auditor can prevent and detect
white-collar crime. The aim was to find specific actions and requirements an
auditor can take in this endeavor. The thesis further highlights the responsibilities
of the auditor according to legal frameworks and auditing standards. Presented
literature proposes steps that are also backed up by conducted interviews. Further
research may perhaps choose to view proposals from smaller organizations and
focus on the actual effect on the probability of curbing white-collar crime of the
measures proposed. The audit function is viewed, by existing literature and

publications, as the most common anti-fraud measure used by organizations
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worldwide. However, it is often unclear specifically how an auditor prevents and
detects white-collar crime. This thesis, therefore, sheds light on specific actions
and corroborates present literature and statements regarding the function of the
auditor. This thesis provides evidence of specific measures an auditor can take

that curb white-collar crime in organizations in Norway.
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8. Appendix

8.1 Tables and Charts

Below is a collection of tables referred to throughout the thesis:

Table 1: A visual representation of the categories that the statements of each

author affects is displayed:

Combat | How Aspects of Convenience
Author Prevention | Detection IRo:'quiro:'mo:'nt Action Motive | Opportunity | Willingness

Karim & Siegel (1998) X X X X

Farrell & Franco (1999) X X X X
Gottschalk (2011) X X X

Alleyne et al. (2013) X X X X X

Suryanto (2014) X X X

Zager et al. (2015) X X X X X X
Asare et al. (2018) X X X X X X
Gottschalk & Gunnesdal (2018) X X X X X X
Alon et al. (2019) X X X X

Bao et al. (2019) X X X
Hurley et al. (2019) X X X X

Mohliver (2019) X X X

Harvin & Killey (2021) X X X X X X
Herron & Cornell (2021) X X X X

Schuster (2021) X X X X
Andrew et al. (2022) X X X

Martinez (2022) X X X X

Table 2: Chart containing proposed answers to the question: ‘How does an auditor

prevent and detect white-collar crime’ from existing literature.

Prior PREVENTION DETECTION

Research

Karim & Train auditors in real case

Siegel studies of detection
Experience in detection
leads to more detection
Require sufficient client
funding
Audit team rotation

Farrell & Require separation of Review internal controls

Franco functions Take use of

Require internal controls whistleblowing channels
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Gottschalk

Replace confirmation
focus with suspicion

Alleyne et al.

Take use of
whistleblowing channels

Strengthen auditor
responsibility for deviance
reporting

Remember wider social
interest above appeasing
clients

Require sufficient client
funding

Suryanto

Require sufficient client
funding
Spending enough time

Zager et al.

Require internal controls

Review accounting
substance, not only
procedures

Review internal controls

Maintain professional
skepticism

Asare et al.

Understand client
business

Understand client business
Perform proper risk
assessment

Design and execute audit
tests

Consult experts (i.e.,
forensic auditors)

Gottschalk &
Gunnesdal

Apply an offender-based

perspective rather than an
offense-based perspective
Audit Team Rotation

Apply an offender-based
perspective rather than an
offense-based perspective
Review internal controls
Maintain professional
skepticism

Audit Team Rotation
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Alon et al.

Protect owners, not
executives

Bao

Ignore board and
management reluctance to
disclose wrongdoing

Hurley

Consistent reporting to the

board and shareholders

Accept potential harm
from reporting fraud to
public authorities

Mohliver

Be loyal to the audit task,
not to the client

Accept potential harm
from reporting fraud to public
authorities

Harvin and
Killey

Ignore the potential
superstar status of the CEO
Maintain professional
skepticism

Herron &
Cornell

Be creative
Ignore standards

Schuster

Train auditors in real case
studies of detection
Maintain professional
skepticism

Understand client
business

Andrew et
al.

Provide proper audit

opinion
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Martinez

skepticism

Audit team discussion
Maintain professional

Table 3: A summary of the hypotheses and the literature they are anchored in:

Hypothesis

Hypothesis

Literature

H1

Boundary conditions exist
that enable the auditor to
disrupt crime convenience

Karim and Siegel (1998)

Alleyne et al. (2013)

Suryanto (2014)

Zager et al. (2015)

Asare et al. (2018)

Gottschalk and Gunnesdal (2018)
Harvin and Killey (2021)

Schuster (2021)

Martinez (2022)

H2

The stronger the sense of
responsibility an auditor
has, the greater the chance
of disturbing crime
convenience

Karim and Siegel (1998)
Farrell and Franco (1999)
Zager et al. (2015)
Andrew et al. (2022)

H3

The auditor’s engagement
in the establishment and
review of internal controls
disturbs crime convenience

Farrell and Franco (1999)
Zager et al. (2015)
Gottschalk and Gunnesdal (2018)

H4

To effectively disturb white-
collar crime convenience,
auditors should shift from
a transaction focus to an
individual focus

Gottschalk and Gunnesdal (2018)

H5

The relationship with
management can harm the
auditor’s ability to disturb
crime convenience

Alon et al. (2019)

Bao et al. (2019)
Hurley et al. (2019)
Mobhliver (2019)

Harvin and Killey (2021)

110



Table 4: The research model:

Boundary Conditions

I Auditor responsibility

I\>

Internal controls

Transaction focus

I Relationship with management

|

white-collar crime?

How can an auditor prevent and detect|

A convenience theory approach

Table 5: A visual representation of the categories that the statements of each

interviewee affects is displayed:

Combat How Aspects of Convenience
Interview Prevention | Detection |Requirement] Action Motive | Opportunity | Willingness

Holseter X X X X X X X
Eriksrud X X X X X X X
Svanstrom X X X X X X X
Furnes X X X X X X
Torkildsen X X X X X X
Brgdholt X X X X X

Lgnseth X X X X X X X

Table 6: Chart containing proposed answers to the question: ‘How does an auditor

prevent and detect white-collar crime’ from Interviews.

Interviews

PREVENTION

DETECTION

Holseter

Require separation of
functions

Practice visible presence in

client organization
Protect owners, not
executives

Require internal controls
Understand client business

Review internal controls

Require access to

everyone and everything

Require sufficient client

funding
Understand client
business

Perform proper risk

assessment

Maintain Professional

skepticism

Ignore the potential

superstar CEO
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Eriksrud

Require internal controls
Auditor independence
Audit Team Rotation
Understand client business
Working with the board

Perform proper risk
assessment

Understand client
business

Ignore the potential
superstar CEO

Review internal controls
Audit Team Rotation
Require sufficient client
funding

Spend enough time

Svanstrom Auditor independence Understand client
Audit Team Rotation business
Working with the board Require sufficient client
Understand client business funding
Spend enough time
Maintain professional
skepticism
Audit Team Rotation
Furnes Audit team rotation Pay for experience
Have presence in client Understand client
organization business
Understand client business Require sufficient client
funding
Review internal controls
Spend enough time
Audit team rotation
Torkildsen Understand client business Require access to
Require separation of everything
functions Require sufficient client
funding
Spend enough time
Review internal controls
Understand client business
Bredholt Practice visible presence in Require sufficient client

client organization

sup

funding

Spend enough time
Ignore the potential
erstar CEO
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Lonseth

Require separation of
functions
Understand client business

Understand client
business

Perform proper risk
assessment

Review internal controls

Table 7: A summary of Hypothesis results

Hypothesis Hypothesis Result

Boundary conditions exist

H1 that enable the auditor to Partially Keep
disrupt crime convenience
The stronger the sense of
responsibility an auditor has,

H2 the greater the chance of Keep
disturbing crime
convenience
The auditor’s engagement in

H3 the establishment and review Keep
of internal controls disturbs
crime convenience
To effectively disturb white-
collar crime convenience,

H4 auditors should shift from a Keep
transaction focus to an
individual focus
The relationship with

HS management can harm the Keep
auditor’s ability to disturb
crime convenience

Table 8: A visual representation of the requirements and actions highlighted in
this thesis and the aspects of crime convenience they disrupt. These are shown as
to where they belong in the audit process shown on the left-hand side.
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Audit Process

Requirements and Actions [EESESSSSSNSENNE)  Convenienece Aspects

ing professional skepticism |,

Require sufficient client funding

Spend enough time

Audit team rotation

Understand client business

Perform proper risk assesment

[ Evaluation and Review Require internal controls

Review internal controls

I Report

Require separation of functions

I Conti Activities/Follow-up Ignore the potential superstar CEO

Work with the Board of Directors

Table 9: Shows a quantitative indication of what the literature places the most
emphasis on versus what the interviews place the most emphasis on. That is,
which of the poles below is the highest, where grey represents the literature and
blue represents the interviews.

7
6
5
4
3
2
0
& N N © < o &
I S S C O
\\ S X @ 3 < & & & R &
K < o <° & & Ked XS ~ & R
@\c’ @ &° ee‘(\ & \s N <L & & K
S \'(/ > A C 3 <2 & & 9 &
S & & & Q& & & N £ 2 ®
& & X i & & \‘ & ¢ &
<¢ N & <€ & & £ &S
\'lb\(\ S N o*& A N \3\& © &
®;b\° Q&O? Qeé\ Q@Q \%Qp {\0

M Literature M Interview

Table 10: The hypothesis results in the research model

| Boundary Conditions

IY]M
| Auditor responsibility H2 .
How can an auditor prevent and detect
| Internal controls I H3+ > white-collar crime?
nat A convenience theory approach
| Transaction focus | o

| Relationship with management
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8.2 Interviews

8.2.1 List of Interviews with page numbers

Name Title Company Page num.
Sturle Holseter Partner Deloitte 34
Marianne Eriksrud | Partner Deloitte 36
Tobias Svanstrom | Audit Expert Umed University 38
Jostein Furnes CFO DNV 40
Morten Torkildsen | Group Compliance Wilhelmsen 42
Manager
Henrik Brodholt Police Prosecutor Okokrim 43
Pal Lonseth Director Okokrim 44

8.2.2 Interview guide

This is the interview guide, containing the questions sent to each interviewee:

Interview guide — Master Thesis

Research Question:

How can an auditor prevent and detect white-collar crime? A convenience
theory approach.

Question:

» How does the auditor detect the executive’s crime?
* How does the auditor prevent the manager’s ability to commit crime?
» What facilitates the auditor to detect or prevent crime?
* How can / does the auditor remove motive, opportunity, and willingness?
* How does the auditor prevent executives from accessing criminal

resources?

* How does the auditor help reduce the unassailable status of top

executives?

* How does the auditor prevent top executives from blaming others for
their own fraud?

* How does the auditor avoid managers’ aggressive humor?

* How does the auditor contribute to transparency?
* How does the auditor ensure their independence?

8.2.3 Confirmation of Quotes by Interviewees
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8.2.3.1 Holseter

Holseter, Sturle
RE:Master Thesis | Revised Interview
To: Andreas Sterri, Cc: Kristian Borge

Details

Good morning Ms. Holseter,

Thank you again for your time and Input for our masfer thesis. It has helped

¥ 1o changed and chations. your approval, 10 use you

Thank you again and we hope you a wondertul week.

¥ y
Have a wondertul day and thank you again.

Best Regarcs.
‘Andreas and Kristian

4.1 Sturle Holseter, Partner, Deloitte
Mr. Holseter works as  Partner and Office Manager at Delofte Audit & Assurance. Holseter has broad experience wih extemal aud Infernal control, financial reporting, transactions, due diigence, and restructuring.
i o [ 3

of functions (Hoisater, 2022). An

d check pecialy
‘Acdiionaly, Mr. Holseter sates tat ®  intemal 2022). Aiso, tne auditor  and checks It

The Partner states that s “mporiant t emember tha the audior wners, e boara (Hoiseter, 2022). Tho uator s
appointed by 3 ne qualy of the design ne espon e business.

n crime I, according 1o M Holsater, 10 “ensure that proper intemal controls are desiqrned and mplemented, as stated in the audiors report” (Hoiseter, 2022). An y “can
 (Hoseter, 2022). Is, accoraing to e Partnar, Ho further for an avator *a good augtor
who i skepiical, 7, ana can repor (Hoiseter, 2022). M. Hoseter furn of
the GEO. Ho statos that v . vy nice, pretty much everytning, (Holseter, 2022). However, I the auditor maintains a skeptcal atitude, the audior
can see past tne CEO's facade.

Holsator gets *100% access". He Inorms tha s stated i th leter f commiment, that “We shall have documents, avarr,

pantofthe 2022). 1t ryihing e

Furthermore, the Parter sresses the importance of understanding of he cllent’s usiness. The audi e e start from the p ers, the board, " (Holseter, 2022). Mr. Holseter
turtner it also important the company, and cariy . what control (Folsoter, 2022). Itis crucal to
fraua sk, w he business. The audior then focus t

Finaly, the Partner at Delolto Fist that the audit Tequi and they also pay for the audir (Holsater, 2022 ne oquires, and
that the auditor (Holsater, 2022). For the auditor crime, the audtor clent. being g
organzation and te risks.

(2022) proposes © . crimer. They tunctons, require ang . e
everytning mantain 0.
“Dislamer’ you shou i message, ity
prohbied X ‘Delotte Touchs CoTTY. i oL

&.2.3.2 Eriksrud

@ Eriksrud, Marianne Lund 5 Inbox - Yahoo!  08:23
RE:Master Thesis | Approval
To: Borge, Kristian, Cec: Details
& 2v
| hereby confirm that | have reviewed the views, opinions and quotes expressed in this text as coming from me and the interview and see them to be correct and true. | agree to the use of this text in the Master Thesis and
the use of my name relating to these statements.

Mvh
Marianne Eriksrud

Good morning Ms. Eriksrud,
Thank you for your time and input for our master thesis. It has helped us tremendously in our work and for that we are truly grateful.

As agreed, we are sending you the description and quotes we use from our interview with you, that we use in our thesis (see below). Please confirm the accuracy and truthfulness of the description and citations. We again
hope for your approval, as you gave during the interview, to use your name and title in our thesis as well.

Thank you again and we hope you a wonderful week.
Best Regards
Andreas Sterri and Kristian Borge

Marianne Eriksrud is the newest partner at Deloitte Audit & Assurance in Drammen. She has broad experiences with both local and international businesses and is an expert in the real estate industry, having spent 16 years
at Deloitte.

According to Eriksrud (2022), the most important task an auditor does is to become familiar with “the risk factors that exist for the company being audited”. It is important that “everyone on the team is informed about the
risks in the company and that it is not just the partner who has all the information” (Eriksrud, 2022). “The first thing we o at start-up meetings on the topic is to discuss fraud, which risks we sce as fundamental, and that risk
scenario will determine what actions we take” (Eriksrud, 2022). The determination of arcas of risk varies based on the auditors’ knowledge of the industry, the people, and the management in the organization. Eriksrud (2022)
adds that experience within the various industries significantly aids in that process, having had several cases of fraud detection herself.

Eriksrud (2022) highlights the strong, or high status, CEO saying that it is vital that “the auditor asks the same questions, regardless of the behavior of some top managers”. The issue is that these strong leaders “override
their own organization and their own controls, so that they can do as they please and manipulate what they want” (Eriksrud, 2022). Although auditors work with the support structure for the leaders, such as controllers, Eriksrud
(2022) adds that “it is clear that a strong top manager will be able to override everyone in his organization, and then it is absolutely necessary that we have seen the risks in advance to be able to detect it”.

An area that the auditor focuses on is to “ensure that the company has sufficient internal control” as a lack thereof creates opportunity to commit criminal acts (Eriksrud, 2022). Eriksrud (2022) adds that “if the internal
idual is unable to bypass controls without having to cooperate with

control is not in order, we will not be able to detect anything cither”, Internal control removes opportunity for the potential white-collar criminal as one indi
someone else in the organization. Managers generally have access to most resources within the company; however, most companies have two-part authorization in banking, highlighting the effect of internal controls. Furthermore,
Eriksrud (2022) says that “the more people who have to certify and cooperate in order to commit a criminal act, the lower the risk is of it happening”.

‘The auditor regularly meets with the board or owners without the CEO being present. These meetings often discuss the CEO, their workload, and the expectations they have of the CEO. Eriksrud (2022) elaborates stating
that the auditor’s “alert the board if we think the CEO has too much workload and is struggling, something we regularly sce”. Bonus schemes are the first thing an auditor asks about with new clients, discussing them in start-up
meetings. There may be several reasons for large bonus schemes, for example in order “to get the right people” Eriksrud (2022). The partner adds that “an auditor cannot directly influence bonus schemes and requirements the
board set for top managers”, but “we can tell the board that it increases the risk and affects, to a greater extent, our risk assessment and the audit procedures we do and the audit fee” (Eriksrud, 2022)

Eriksrud (2022) highlights audi

r independence as an important factor in curbing white-collar crime, highlighting “i from the client. and being steadfast in important confrontations™. It is important to
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8.2.3.3 Furnes

0 Furnes, Jostein 12:31
RE: Master Thesis | Approval

Details
To: Andreas Sterri, Cc: Kristian Borge

Dear Andreas,
One correction is needed to be precise regarding my title.
I was Group CFO for 6 years (2006-2011) and Finance Director (FD) for BA Maritime for 16 years (2000-2005 & 2012 — to date)

The statements used sounds to be coming from me and | have no objections, although it is difficult to know how they are presented in the bigger context of your thesis. However, as standalone statements they are reflecting
my views.

I hereby confirm that I have reviewed the views, opinions and quotes expressed in this text as coming from me and the interview and see them to be correct and true. | agree to the use of this text in the Master Thesis and the
use of my name relating to these statements.

Best Regards
Jostein

Good morning Mr. Fures,
Thank you for your time and input for our master thesis. It has helped us tremendously in our work and for that we are truly grateful.

As agreed, we are sending you the description and quotes we use from our interview with you, that we use in our thesis (see below). Please confirm the accuracy and truthfulness of the description and citations. We again
hope for your approval, as you gave during the interview, to use your name and titie in our thesis as well.

Thank you again and we hope you a wonderful weekend.
Best Regards
Andreas Sterri and Kristian Borge

Mr. Furnes is the chief financial officer for DNV Maritime. He has worked as CFO for the last 16 years, and has broad experience within finance, budgets, controls, structuring and has worked with auditors during the interim
and year-end audit for many years.

The CFO at DNV sees the high staff tumover at audit firms as a disadvantage for their work in detecting white-collar crime in the company. He feels that the audit team cannot build competence about DNV when “you
replace the whole team except for a partner for a 3-4 year period” (Furnes, 2022). Then you must start from scratch again, leaming the new auditors how the business works and how its controls work, which can be difficult
due to DNV’s complex business model. Mr. Furnes affirms that “for outsiders, the business models, setup, how things flow, everything from entering into a contract to data flow, the whole process is quite complex”, making it
difficult for newly educated auditors to understand their business (Furnes, 2022). Moreover, “if they do not fully understand or understand how data flows or understand what is automated or what is manual or the one and the
other, then they will also have some limitations in relation to detecting fraud” (Furnes, 2022). Mr. Furnes further highlights that having a more experienced auditor, rather than an associate, will result in a better audit and a
more rewarding exchange of opinions for both the company and the auditor because the auditor understands the business and can make faster decisions. This will however cost more for the company due the higher hourly rate
(Fumes, 2022).

Since the business model is complex, it is important that an auditor reviews the internal controls, according to Mr. Fumes. He further states that the company has received input on internal controls from the auditor,
‘where the auditor has “mapped up internal controls and suggestions for improvements” (Furnes, 2022). He states, however, that “often it is not part of an audit” (Furnes, 2022). There are still a lot of manual routines that
happen at DNV. Therefore, the auditors must have an understanding and insight into how the checks are done (Furnes, 2022). To achieve a better understanding of the company, the auditors “must spend more time, and it will
be more expamve for the company, but they have limited time today to do the audit job” (Furnes, 2022). For the auditor to make a greater impact, it will require more funding.

Fumes believes that the auditor has a preventing effect by having a presence at the company. He states that “I think they contribute to the fact that everyone knows that there will be an audit” (Fumes, 2022). The
CFO l'eels, however, that the audit company has a limited presence at the company. He says that they do “an interim audit, and a year-end audit”, and that is limited in uncovering financial crime (Fumes, 2022).
umes proposes several specific measures to the question of *how an auditor can prevent and detect white-collar crime’. They include avoiding tumover, having a presence in client organization, spending enough time,
reviewing internal controls, paying for experience, and understanding client business.

8.2.3.4 Torkildsen

Torkildsen, Morten 1:27
RE: Master Thesis | Approval ~
. . Details

To: Andreas Sterri, Cc: Kristian Borge

Lykke til med oppgaven:

Just some small corrections/clarifications (in red below email)

1 hereby that I h views, opinions and this text as coming from me soe them to true. I agree to the use of this text in the Master Thesis and the use of my name

relating to these statements.

Best regards,

MORTEN TORKILDSEN
Group Compliance Officer

Wilh. Wilhelmsen Holding ASA
Lysaker, Norway
wilhelmsen.com

Caution: This email originated from outside of the Wilhelmsen Organization. Do not click links or open attachments unless you recognize the sender and know the content is safe.

Good morning Mr. Torkildsen,
See More

Best Regards

Andreas Steri and Kristian Borge

f this thesis additionall ity to interview the Group Compliance Manager of Wilhelmsen. He states that i Iways good to have a third party verify the accuracy of the accounts you submit and is vital in terms of
barcholde contdence” (Torkildsen, 2022). Mr. Torklisen anessed he fact h “if you want to find things out, you have to go down to "the nitty-gritty" and the auditor does not spend much time on that anymore” (Torkildsen, 2022). For white-collar crime
tobe deteted and pevented, Mr. Torkilsen staid ha “chcks mus b made a3 0 whether pocesses witin ntrmalcotrlar actully ollowed,wherethey (e sudio) may have o take desp dives n res o verify processes” (Tockldsen, 2022). An
example of an important process to verify is the separation of functions.

Torkilsen aso batives ha the aucitor hat every opportnity t gain nsigh nt their work, controls,andrisks. The important thing, however, s thatthe auditor has “acces ol ofthe paperork and informtion wher isks e continuously
asessed by th fim” (Torkildsen, 2022). However,th audior“simply docs not hav the ime and opportunity o do so when doing their sattory audit based o the fe they are paid” (Torkildsen, 2022). These wmmls are also what, Torkildsen, believes
reduces the convenience of White-Collar crime, as lack of controls provides opportunity for crime, saying “to what extent the auditor has ity to check that the followed rtunity for fraud” (Torkildsen, 2022).
Moreover, a5 0 whatextentthe sdiorcanget o the deails o the firm urthe reduces oppartunty and inresses theprobabilty o detetng and prevnting witecolrcrie. THowover,as mentioned. his i diffult “bacd on the fe hey are paid for

tor can prevent embezzlement, fraud and so on, i to “look at deviations in the processes”, however because auditors “do not have the time or resources within the framework and budget of the audit
(Tm'klldum 2022).
order for wh i Torkildsen stresses of clear roles and clear definition of functions. He states that if these are unclear “it gives a greater possibility that this type of
(Toduldsen 2022). He concluded the interview by stating that “more resources and more moncy must be set aside for the audit so that one can take a deeper dive into the risk arcas” (Torkildsen, 2022).

In answer to the question of *how an auditor can prevent and detect white-collar crime’, Torkildsen gave us some specific measures. These include, requiring access to everything, requiring sufficient client funding for crime detection, spending

enough time to complete the audit, requiring separation of functions, understanding client business, and reviewing internal controls.

ty can take place’
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8.2.3.5 Svanstrom

Svanstrem, Tobias B Inbox - Yahoo! 13 June 2022 at 16:07
Re: Master Thesis | Approval

Details
To: Andreas Sterri, Cc: Kristian Borge

Hi Andreas and Kristian,

1 think this was a very good summary of the interview.

1 would just lie to add that for the consultation and advisory role, the auditor must follow the independence rules. However, some advice is also expected as part of the audit engagement.
Please state that | am a professor at Umea School of Business, Economics and Statistics and Adjunct Professor at B Norwegian Business School (instead of top universities in Scandinavia).

1f you are using the full name for the other respondents, and want to use mine, that is ok. However, please make it a s if any of the other are being kept
Could | have one final check before you submit?

Best Regards,
Tobias

Good moming Professor Svanstrom,

‘Thank you for your time and input for our master thesis. It has helped us tremendously in our work and for that we are truly grateful.

As agreed, we are sending you the description and quotes we use from our interview with you, that we use in our thesis. Please confirm the accuracy and truthfulness of the description and citations. We again hope for your approval to use your name and title in
our thesis as well.

‘Thank you again and we hope you a wonderful weekend.

Best Regards
Andreas Sterri and Kristian Borge
“Tobias Svanstrom is an expert within the field of auditing, holding a PhD from
Umed University and bei in Auditing at top universii i ot only researched topics within auditing but has also had his ished i igious and leading journals in the field. He has also published
‘multiple chapters in the book *The Routledge Companion to Auditing’.
Professor Svanstrom points to several ways in which the auditor is enabled to,

llar crime. He points to “it is vital for the auditor to be aware of it ization™ (Svanstrdm, 2022). pr i several acti
these aspects.
o king wi ind board of directors in being aware
of incentives for npot - ind " incentive, or motive, to resort to white-collar crime in order to achieve them. Svanstrom
i for “manipulating i 1", The Professor adds that “the auditor may i idi based on on or industry, to board
and incentives that they do not i " (Svanstrom, 2022). He further adds that “realistic expectations are lmparum as motives are provided when gaps are 0o big between expectations
and reality. Realistic expectations are important.” (Svanstrom, 2022). This role of i ind advisor can, according be. tural role. In fact, e it is clear that
the auditor can take on such a lly as many ti is per that role” (Svanstrdm, 2022).
Itis, therefore, vital is able to “ask the
and isite for being isi i icism™ (Svanstrom, 2022). The professor highlights these traits as helpful in combating white-collar crime, as well as “following trends and developments within the organization
and industry” in order to fully be ities for white-col d 2022).
jous sudit
10 the auditor’s ability to curb white-collar crime, as there “is often high tumover”. The professor sees that there “is a posit in bringing in new i ng things that before™
(Svanstrom, 2022). However, that “overall -gat i lot of rotation”. pr ighlight itis in fact detrimental to the auditor's ability to understand the organization fully, as the leaming process leading
upto i h i is rotated, the quality of the audit is reduced in a couple of years to follow, further impacting the auditor’s ability to combat
‘white-collar crime negatively”. that there “must not ", as the “cli h as how they eam money and what the incentives are like, is lost” (Svanstrom, 2022).
‘The professor highlights sufficient client funding as further boundary
condition that enables the auditor to thwart white-collar crime. He believes “i fundi i it fully and a lot of the work 3l " (Svanstrom,
2022). He g that sufficient funding perience, or expertise, and more time for the audit. He highlights that as white-collar i i in g the audit, nportant to have
the sufficient funding necessary to spend the ti v 1o b ‘white-collar crime, avoiding the “tick-box mentality” (Svanstrém, 2022). In all, sufficient client funding “increases the likelihood of discovering
and reflecting on the responsibility of combating white-collar in the team " (Svanstrm, 2022).
Professor i ind boundary
Svanstrem, Tobias 89 Inbox - Yahoo! 20 June 2022 at 15:31

Re: Master Thesis | Approval

Details
To: Andreas Sterri, Cc: Kristian Borge

Hi Andreas and Kristian,

Looks good. One minor issue. It should be several book chapters, including one chapter in "The Routledge Companion to Auditing” (not multiple chapters in the book...).
Best of luck with the thesis. Wish you a lovely summer.

Best Regards,

Tobias

Subject: Re: Master Thesis | Approval

Thank you Professor Svanstrom.

We hope you had a great weekend. Here s the final text for our thesis. We again want to thank you for your input and time.
All other interviewed individuals are mentioned by First name, surname and job description as well )

We hope you have a wonderful week and a wonderful summer.

Best Regards

Andreas and Kristian

Tobias Svansuom is an expert wthin the fiekd o auditing, hokding a Ph from Umed Uriversiy and being a professor at Umed School of Business, Economics and Statstcs and adjunct professor at BI Norwegian Business. Svanstrom has not
only researched topics within auditing but has also had his research published in several prestigious and leading journals in the field. He has also published multiple chapters in the book ‘The Routledge Auditing’

Professor Svanstrom points to several ways in which the auditor is enabled to, and actions they can do to curb white-collar crime. He points to the importance of the fraud triangle saying, ‘it is vital for the auditor to be aware of opportunities,
motive and rationalization" (Svanstrom, 2022). The professor highlights several actions and boundary conditions that enabe the auditor to be aware of these aspects.

One such action is working with the owners and board of aware of incentives for ‘Svanstrom (2022) highiights the as these can
provide an incentive, or motive, to resort crime in order to X believes they can provide a moive for ‘manipulating numbers (0 achieve them'. The Professor adds that “he audior may have a roe n providing
advice, based on their knowledge of th orindustry, to board ind incentives they do not ic 50 that managers resort to crime to obtain them” (Svanstrém, 2022). Svanstrom
(2022) adds thatforthe consutaton and acisory ole, the auditor mustfollow the ndependence s, however some advie i as part of the audit . He further adds that "realistic expectations are important, as motives are
provided when gaps are ions and realit. Realistic important.” (Svanstrom, 2022). This role of consultation and advisor can, according to the professor, be a natural role. In fact, Svanstrom (2022) points to
existing research that “has also shown that itis clear that the auditor can take on such a function especially as many times the accountant is the one person who can take on that role” (Svanstrom, 2022).

Itis, therefore, vital that the auditor is able to “ask the , and being and skepticism” (Svanstrm, 2022). The professor highlights these traits as helpful in
combating white-collar crime, as well as “following within, and industry” in order to fully understand and be aware of opportunities for white-collar crime (Svanstrom, 2022).

Svanstrom (2022) mentions audit team rotation as a topic relating to the auditor's ability to curb white-collar crime, s there “is often high tumover”. The professor sees that there ‘s a positive dimension in bringing in new people, gaining new
perspectives, and maybe seeing things that have not been emphasized before” (Svanstrom, 2022). However, Svansirom (2022) states that “overall it is more negative with a lot of rotation”. The professor highlights that it is in fact detrimental to the
auditor's ability to understand the organization fully, as the leaning process leading up to client knowledge is disrupted. Svanstrom (2022) elaborates that “literature has proven that when the assignment manager is rotated, the quality of the audit is
reduced in a couple of years to follow, further impacting the auditor's ability to combat white-collar crime negatively”. He highlights that there “must not be too much tumover’, as the “client knowledge, such as how they eam money and what the
incentives are like, is lost" (Svanstrom, 2022).

asatutther that enables the auditor to thwart white-collar crime. He believes it is a problem when there is not suffcient funding as there is not enough time to discuss the audit
fuly and a ot of the work tends o be delegated f juior taff” (Svanstrom, 2022). He goes onto say tha sufficient unding leads to more experience,or expertise, and more tme for the audi. He highlghts tha a5 white-colar crme defection and
prevention is not the main goal of the audt, nboeom'mnmmwumromuwwmutmmrdlwmryvnspmdlmnmmynmmnmmuwwuwommlmmm avoiding the “tick-box mentality”
(Svanstrom, 2022). In al, sufficient client funding ‘increases the i of discovering and g crime through reflection and discussion within the team and with the client” (Svanstrom, 2022).
Professor Svanstrom musummmruwmmwmmmqmnanm m«mammmmwmmmwlum These i g with the board, the client business, the issue of
audit team rotation, requiring sufficient client funding, spending enough time, and
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&.2.3.6 Bradholt

Henrik Bradholt
SV: Master Thesis | Approval

To: Andreas Sterri, Cc: Kristian Borge

Hei dere!

Details

Jeg tok en gjennomgang i vedlagte, dere kan bruke det som jeg har endret til. Hvis dere vil endre noe ytterligere pd det vil jeg gjerne se det for jeg
gir ok. Masteroppgaven vil vaere offentlig regner jeg med?

Given the above, I hereby confirm that I have reviewed the views, opinions and quotes expressed in this text as coming from me and the interview

Mvh
Henrik

See More from Andreas Sterri

Sitat
master...R.docx

Mr. Bredholt works as a police prosecutor in the Norwegian National Authority for
Investigation and Prosecution of Economic and Environmental Crime (@kokrim). He has
previously worked as an auditor at Deloitte as well. He is a certified auditor and lawyer.

less mistakes and criminal activity because it will feel closer” (Bredholt, 2022). He further
states that he thinks auditors “perhaps to a greater extent with smaller companies, can
contribute more, where they act as a ‘Jack-of-all-trades’” (Bredholt, 2022). In smaller
organizations, it is more common to have a more personal relationship with executives at a
company. According to Bradholt, a personal relationship with the company's leadership may
contribute to the auditor having a greater effect on the prevention or detection of crimes.

However, under certain circumstances, a personal relationship may also increase the auditor's
willingness to accept illegal actions by the company.

Bradholt proposes several specific measures to the question of ‘how an auditor can
prevent and detect white-collar crime’

such as requiring auditor's to perform further actions _ _
directed towards client funding and prevention, and securing funding for this

8.2.3.7 Lenseth

Pal Kulg Lenseth
Re: Master Thesis | Approval

To: Andreas Sterri, Cc: Kristian Borge

Dear Mr. Sterri,
Sorry for late response.

Quotes are fine and approved.

Thanks

The best of luck with the Master Thesis
Best regards

Pal K. Lenseth

Director
Dkokrim

'
[
v

v

and see them to be correct and true. I agree to the use of this text in the Master Thesis and the use of my name relating to these statements.

“““ Henrik Bradholt
Deleted: law attorney

Henrik Bredholt
Formatted: English (US)

"~ Henrik Bredholt
Deleted: to do a lot

Henrik Bradholt
Formatted: English (US)

. Henrik Brgdholt
. | Formatted: English (US)

v Henrik Bredholt
" Deleted: very

\ | Henrik Bradholt
, | Formatted: English (US)
\

Henrik Bradholt
\ Deleted: As he has previously worked as an auditor, he
understands that auditors just do enough to justify meeting
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audit fee, and companies will perhaps not “pay much more
for an auditor” (Bredholt, 2022).
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