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ABSTRACT  


The  study  aims  to  identify  corporate  governance  as  a  fundamental  pillar  of 
 organisations. Whether it  has been proving sufficient remains debateable as evidenced 
 in my research. There have been failures in corporate governance as the study unfolds. 


Emphasis  has  been  placed  on  the  identification  and  detection  measures  which  are 
 considered necessary to strengthen the corporate governance code. Secondary research is 
 conducted  for  the  literature  review  based  on  the  qualitative  research  method.  The 
 comprehensive  literature  review  is  based  on  the  semi-structured  interviews  with  the 
 participants  (P=7)  which  includes  fraud  experts,  educationalists  and  executives  from 
 corporations. Inductive research is followed by condensing diverse raw information into 
 basic formats to present an  accurate  and functioning situation of  corporate governance 
 mechanism.  Participant’s  inputs  are  analysed  for  practical  understanding  of  the  actual 
 workings  of  corporate  governance  in  different  settings.  The  findings  confirm  that 
 corporate governance can and does play a significant part in fraud prevention and smooth 
 functioning of corporate mechanisms. Historically the practice of corporate governance 
 has centred primarily on the activities of the board. However, the concept includes fraud 
 risk  assessments,  prevention  and  detection  of  financial  irregularities  as  well  as 
 expectation of high ethical moral code. 


Keywords: Corporate Governance, Frauds, Business Ethics, Corporate Culture, Fraud 
 Prevention, Anti-fraud Controls 


193 words 
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1 Introduction  


In the 21st century, corporate governance and policies play significant roles in the 
 day  to  day  conduct  of  corporations.  However,  such  measures  have  proved  insufficient 
 particularly  in  preventing  financial  frauds  in many multinationals.  Significance  of 
 corporate  governance  has  advanced  to  become  a  vital  aspect in  the  running  of  all 
 corporations.  The  corporations  with  an  appropriate  governance  policies  perform better 
 than those  who  face  consequential threats without adherence  to  such  policies 
 (Calder,2008,p.1).Incidences  of  financial  frauds  in  past  decades  has 
 highlighted inherently rooted suspicions of unethical behaviours (Kerr & Murthy, 2013, 
 p.  593).  Financial  fraud  scandals,  for  instance,  Enron,  AIG,  Tyco,  Satyam  Computer 
 Services, Vatican Bank and Wirecard are cited amongst the few blatant deviations from 
 standard practices that had experienced both reputational as well as financial losses from 
 fraudulent  conducts.  These  cases  have  amplified  global  worries causing  damage to the 
 investors and general public confidence in the financial settings. Consequently, billions 
 of  dollars of losses were inflicted upon the shareholder’s financial interest (Abdullahi & 


Mansor, 2015, p. 38). 


The corporate governance has repeatedly failed in setting up acceptable levels of 
 good governance. The author's view is supported by the PWC's Global Economic Crime 
 and  Fraud  Survey  of  2018,  which  indicates  52%  of  all  organisational  fraud  cases  are 
 performed  by  insider’s  (PwC’s,2018).  Furthermore,  the  evidence  shows  that  properly 
 governed corporations inherently are less risky and enjoy increased profitability that lead 
 to substantial distribution of dividends to their shareholders (Brown & Caylor, 2004, p.1). 


According  to  organisations  such  as  OECD,  WTO,  UN  as  well  as  other  NGO 
organisations even the most basic guidelines were breached in many fraud cases cited as 
briefly stated in the problem statement herein. Frauds no longer can be seen as a minor 
burden  of  conducting  a  business.  However,  despite  incurring high  costs  of  corporate 
governance it has its shortcomings in particular when it comes to preventing the acts of 
fraud.  These  irregularities are  usually  of  criminal  nature   which  is when  the  acts  are 
deliberate. For example, the perpetrators may overstate or understate an entity’s financial 
state of health or may engage in  tax evasion or may conceal  losses by overstating  the 
assets, or may knowingly cause their misclassifications. Corporations are not immune to 
occupational frauds  Such  misconducts  can  be  performed  from  anywhere  inside  the 



(10)The  ACFE  study  of  2020  analyses  2,504  occupational  fraud  cases  which  were 
examined from the period  January 2018 to September 2019. These  cases were only a 
small  fraction  of  fraudulent  activities  committed  every  year  against  corporations  and 
government organizations, throughout the world (ACFE,2020, p.6). The ultimate success 
and failure responsibility for a corporation lies with the executives. They are perceived 
as role models for corporate operations. However, they often face pressure to meet goals 
and  time  constraints  to  maintain  their  corporate  positions.  Consequently,  they  desire 
to  their   organisations to flourish,  and  such  aspirations  might  influence  them  towards 
fraudulent activities. Some employees might commit these misconducts as they believe 
it to be the only means to deal with  the situation (ACFE, 2006, p.44). 
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1.1Problem Statement 


Non-adherence to the good practice of corporate governance is cited as breeding 
 grounds  for  the  frauds  to  exist  until  reported  or  subsequently  detected.  As  stated  by 
 GECFS  that  identifies  49%  of  universal  corporations  have  experienced  economic 
 offences (PwC’s , 2018). Present in figure 1 that depicts the occupational fraud committed 
 by the corporations, ACFE (2020) have categorised them into various groups. The median 
 loss ranges between 100 and 20 thousand in the sample below. 


Figure 1: Frauds: Category, Cases and Losses 


   
 Note. Reprinted “Report to the Nations 2020: Global Study on Occupational Frauds and  
 Abuse”, 2020, p.13 


These  frauds  are  among  crucial  aspects  that  have  been  leading  to  business 
takeovers,  bankruptcies  and  financial  failures—taking  the  example  of  Enron,  which 
resulted in a loss of 70 billion dollars in the financial market. More recently, the Institue 
of Computer Security conveyed a substantial upsurge in corporate scandals (Reddy , K., 
Venter,  H.  S.,  &  Olivier,  M.  S,  2012.  P.  1061).  Findings  suggest  serious  and  blatant 
breaches of the law and deviations from the fundamentals of corporate governance that 
set  the  scene  for  accounting  frauds.  Table  1  below  summarizes  the  scams  in  various 
organizations, including multinationals and banks in the 21st century. 



(12)COMPANY  YEAR  DESCRIPTION 


Enron  2001 


The Enron case publicized in 2001, ultimately 
 leading to Enron corporation bankruptcy and de 
 facto dissolution of the auditors of Enron namely 
 Arthur Andersen. Enron case is among the 
 largest audit failures. A 40 billion dollar lawsuit 
 was filed by the shareholders of Enron.  


WorldCom  2002 


In 2002 Worldcom publicaly announced it had 
 recogognised a $ 3 billion profit instead of the 
 actual $ 1.5 billion loss. WorldCom’s internal 
 audit revealed $11 billion in false accounting 
 entries. It was the lagest bankrupcy in the history 
 of U.S. The CEO was sentenced for 25 years, 
 reputational damage ensud. 


Adelphia  2002 


The company was proscecuted for its misconduct 
 and for the crime of overstating its profits.The 
 cable TV producers together with its CEO were 
 found guilty this lead the corproation to its 
 ultimate bankruptcy. 


J.P Morgan Smith 
 Barney/ Chase, 
 Salomon, Credit 
 Suisse, Merrill Lynch, 
 Goldman Sachs and 
 others…. 


2002 


In 2002, Chase paid a sum of 80 million dollars 
 for their involvement in financial misconducts. 


Ten banks were accused of deceiving the 


investors with biased and misleading research for 
which they paid 1.4 billion in settlements to the 
State and Federal governments. Securities frauds 
were innvolved. Initial Public Offerings of new 
issue in shares were banned. Furthermore, Chase 
were fined160 million dollars by SEC. $ 2.2 
billion additinal fines and panelities Chase paid 
to settle a lawsuit from the Enron’s investors 
alone.  



(13)Qwest  2002 


This telecommunication corporation was 
 involved in accounting manipulative practices 
 and insider dealings. It was fined $ 250 million 
 by SEC. Its employees were also connected with 
 a civil lawsuit agianst them. 


Global Crossing  2002 


Revenue of corporation was overstated. It 
 happened subsequent to the dot com bubble 
 which lead to is bankruptcy. Followed by FBI 
 and SEC enquiry. 


Tyco International   2002 


PWC the auditors were made to pay $ 225 
 million to the investors of Tyco for not detecting 
 nor reporting the corporate governance failures. 


HealthSouth  2003 


Financial fraud  $ 1.4 billion for 


misappropriation of profits and $800 million 
 mis-statement for overstating assests of the 
 company.CEO charged along with others.  


Fannie Mae  2004 


Fraudlent accounting coupled with unjustifed 
 bonuses paid to former executives; Quantum 16 
 billion dollars. 


AIG  2005 


The Ex-CEO of AIG was involved in improper 
 corporate governance practices in particular the 
 lack of effective internal controls. Including 
 loans mis-classified as revenue, the bids and 
 stock prices were manupulated. SEC 


investigation found wide spread currouption of 
 complex accounting scheme that inflated its 
 networth by 2.7 billion dollars. 


Note. Reprinted ” What Went Wrong? Accounting Fraud and Lessons from the 
 Recent Scandals”, Gary Giroux, 2008, Social Research, 75(4), p.1205-1238. 


Table 1: Fraud Cases 



(14)The  2008  crises  exposed  many  serious  shortcomings  in  the  functioning  of  the 
 corporate  governance  of  several  multinationals;  the  standards  proved  unsuccessful  in 
 providing  the  checks  for  the  corporations  to  foster  smooth  business  operations.  The 
 governance procedures were not able to fulfil the aim of protecting against the risk. Not 
 surprising that adverse financial consequences became unavoidable. The systems for risk 
 management  have  been  unsuccessful  because  of  inadequate  procedures.  Corporations 
 appeared oblivious about the probable fraud risk factors. In addition, the weaknesses in 
 the  corporations  for  monitoring  and  controlling  systems  were  hidden  from  the  public 
 view.  Also,  the  regulatory  standards  for  accounting  practices  were  not  satisfactorily 
 adhered to by many corporations for evaluation of organisations procedures(Kirkpatrick 
 ,2009, p.2).  


Furthermore, the briefly stated  accounting  manipulations that  are obvious in the above 
 table contributed to the corporation’s down fall. Such fraud of mainly accounting nature 
 carry  many  facets;  some  of  which  did  arise  from  the  non-adherence  to  the  ‘generally 
 accepted accounting principles.’ 


In  continuance  of  the  table  1  above,  table  2  presented  below  is  created  which 
contains the most recent financial fraud scandals to further provides deeper undersatnding 
towards fradulent actions and insufficiencies of corporate governce.  
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Satyam Computer 
 Services/Mahindra 
 Satyam  


2009, 
 2018 


The Chairman Raju admitted that he forged the 
 company accounts to inflate the revenues for $ 1.4 
 Billion. This was seen as violation of good 


corporate governance. PwC  as the auditors were 
 fined $ 6 million. SEBI subsequently bared PwC 
 (India) from acting as auditors for two years (2018-
 2020).  


China Medical 
 Technologies  


2012 


KPMG Hong Kong received anonymous tips 
 relating to the fraud activities in 2007. China 
 Medical Technologies after its bankruptcy, an 
 insider fraud of $ 355 Million was discovered. 


Later, the Department of Justice U.S charged both 
 the CEO and the CFO for the theft circa $ 400 
 million. 


Vatican Bank  2014 


Despite the Vatican Bank is connected Catholic 
 church, it was involved in money laundering and 
 theft of funds but this exceeded corporate 


governance violations as bribery and murders were 
 associated with the banks activities. 


Banco Espirito 


Santo  2014 


The Portuguese bank had to be bailed out because 
 it carried toxic assets in its balance sheet which 
 suggest governance failures in particular 
 mismanagement at board level. 


Punjab National 


Bank(PNB)  2018 


PNB ( India) was charged with fraudulent loans, 
 money laundering, corruption at board level and 
 criminal conspiracy to defraud all of which are 
 suggestive of corporate governance failure. 


Huawei   2019 


The telecommunication and smart mobile 
 company, Huawei, was accused of having 


approximately two dozen charges and extradition. 



(16)The Canada executive Meng Wanzhou was 


charged for wire fraud and scheme to commit wire, 
 bank fraud and stealing confidential bank 


confidences. 


Steinhoff  2019 


The South African international retail company, 
 Steinhoff overstated its profits circa for some years 
 by as much as $7.4 Billion. The accounting fraud 
 scheme involved top management, executives and 
 outsiders. 


Wirecard  2020 


The audit conducted for Wirecard corporation, a 
 German financial and payment service provider 
 revealed a €1.9 Billion misappropriated funds. The 
 Board filed for insolvency, the CEO arrested. 


Table 2: Recent Fraud Scandals- Author’s Creation 


These  scandal  clearly  highlight  the  governance  practice’s  failures.  Their 
 inadequacy to establish adequate follow-up procedures could be the breeding ground for 
 further frauds. Deliberately overstated earnings and misclassification of revenue are the 
 noticeable  fraudulent  acts  cited  in  the  research  as  indeed  the  crimes  associated  with 
 misconducts and the lack of ethics.  


for example, the Enron's auditors were seen to be falling short of ethical standards. 


It would also appears that the detection of fraud remains challenging due to weak audits 
and cost constraints. 
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1.2 Research Objective  


The  study  aims  to  identify  the  framework  for  the  corporations  in  terms  of  an 
 effective implementation of corporate governance policies. Why such policies have been 
 ineffective  is  also  the  one  of  the  themes  of  this  research  paper  as  indeed  the  ensuing  
 corporate  failures  as  cited  in  the  numerous  cases.  What  we  can  learn  from  the  cited 
 corporations is also included in the study.  


There  is  a  need  for  an  effective  framework  for  the  preventions  of  fraudulent 
 conducts  in  order  to  safeguard  the  stakeholder’s  interest  and  mitigating  risk  in  the 
 corporate environment. 



1.3 Research Questions     


This study attempts to answers the below mentioned two questions. 


  


1.  Why and where corporate governance has failed in deterring financial fraud?  


2.  How poor ethical leadership and mismanagement have led to economic failures, 
 and why most corporate governance programs have been ineffective in 


governance processes? 
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2 Literature Review  


This section helps to provide an in-depth understanding and analyses the different 
 terminologies.  At  the  same  time  it  attempts  to  recognize  the  challenges  of  corporate 
 governance; "primary purpose is to provide the reader with a comprehensive background 
 for  understanding  current  knowledge  and  highlighting  the  significance  of  new 
 research"(Cronin, Ryan & Coughlan, 2008, p.38). This is also the author’s endeavour to 
 add emphasis to the literature review. 


In a further citing, the importance of literature review is exhibited by Greenhalgh 
 and  Peacock  (2005)  as  "systematic  review  of  complex  evidence  cannot  rely  solely  on 
 predefined,  protocol-driven  search  strategies,  no  matter  how  many  databases  are 
 searched. Strategies that might seem less efficient (such as asking colleagues, pursuing 
 references that look interesting, and simply being alert to serendipitous discovery) may 
 have a better yield per hour spent and are likely to identify important sources that would 
 otherwise  be  missed.  Citation  tracking  is  an  important  search  method  for  identifying 
 systematic reviews published in obscure journals"(p. 1065). 


 Advanced  searches  for  the  topic  on  financial  frauds  and  corporate  governance 
 were reviewed and different aspects were considered. A combination of terms "financial," 


"frauds," "corporate,"  "governance,"  "failure,"  and  "scandals"  were  used  with  Boolean 
 operators such as "AND" and "OR" for the empirical literature. Due to the limitation of 
 data and results, the research strategy was transferred to Google.com, being a standard 
 search  engine.  In  addition,  following  database  were  used:  Proquest,  Google  Scholar, 
 Google  Books,  ACFE  ,World  cat  and  ResearchGate.  The  library  catalogues  at  MCI- 
 Management Center Innsbruck and the University of Economics, Prague, were distantly 
 accessed,  including  partly  on-site  visits  for  relevant  literature  research.  In  addition, 
 corporate  journals,  magazines  and  online  platforms  were  regularly  consulted  for 
 enriching the study for analysis and collection the updated data. 


Table 3 below provides the following key words and combination of terms used 
for the literature review: 



(19)Corporate Governance  Fraud 
 Corporate Governance 


Corporate Governance Mechanisms 
 Corporate Governance Failures 
 Corporate Structures 


Corporate Mechanisms 
 Corporate Frauds 


Corporate Governance Scandals 
 Corporate Governance Theories 
 Corporate Governance Models 
 Corporate Governance Frauds 


Fraud 


Financial Frauds 
 Fraud Schemes 
 Fraud Techniques 
 Fraud Cases 
 Fraud Scandals 
 Corporate Frauds 
 Government Frauds 
 Governance Frauds 
 Fraud Prevention 
 Fraud Detection 
 Fraud Tools 


Fraud Risk Assessment 


Table 3: Key Terms- Author’s Creation 



2.1 Corporate Governance 


The term corporate governance is well-known and it has been in co-existence with 
 the expansion of the international trade. More precisely , it began to attract attention in 
 the  early  1970’s  in  the  United  States  of  America.  Corporate  governance  is  simply 
 designed for better decision making in a corporate environment. According to S.B, Sailaja 
 and Begum (2014, p.1) it is “the system by which business corporations are directed and 
 controlled.  The  corporate  governance  structure  specifies  the  distribution  of  rights  and 
 responsibilities  among  different  participants  in  the  corporation,  such  as  the  board, 
 managers, shareholders and other stakeholders. It spells out the rules and procedures for 
 making decisions on corporate affairs. By doing this, it also provides the structure through 
 which  the  company  objectives  are  set  and  the  means  of  attaining  those  objectives  a 
 monitoring performance". 


Corporate  governance  in  the  main  is  designed  to  safeguard  shareholders'  rights 
through adherence to the prescribed governance practices but it goes way beyond those 



(20)objectives.  It  is  concerned  with  adherence  to  the  prescribed  accounting  and  audit 
 standards,  compliances  with  the  applicable  legislations  and  the  Stock  Market 
 requirements.  Board  members  are  therefore  accountable   for  their  actions 
 towards  managing the corporation. Safeguarding its assets, taking preventive measures 
 against   risks  along  with  future  operations  is  also  the  message  published  in  numerous 
 business journals by leading authorities (Calder, 2008, p. 2). It is described as “the process 
 by  which  corporations  are  made  responsive  to  the  rights  and  wishes  of  stakeholders” 


(Demb & Neubauer, 1992, p. 9).Various views of corporate governance can therefore be 
 seen.  While they all appear to converge towards the role of the executives and their legal 
 and ethical obligations in the running of their corporations for the good of the stakeholders 
 it’s also connected with preservation of the environment and its natural resources.  


The numerous opinions on the subject can also be referred to as diverse cultural 
 contexts  coming  from  different  intellectual  backgrounds,  curiosities  and  practices. 


Contributors in the area come from distinctive educational disciplines. However, “there 
 is often little or incomplete integration between the various disciplines” (Turnbull, 1997). 


This  can  be  seen  as  a  weakness  of  corporate  governance.  Nevertheless,  its  difficult  to 
 imagine a world without the concept of corporate governance. 


2.1.1 Models Related to Corporate Governance 


Researcher’s and academician’s were able to identify and come up with various 
 models  that  were  proposed  with  corporate  governance  operations.  The  most  relevant 
 models are provided by Hawley and Williams in the year 1996, they stated four different 
 organisational  governance  models  that  provide  the  relevant  working  mechanism  best 
 suited in a corporate organization. Corporate governance is the vital component that is 
 the centre stone of these models for operating devices. These models are mentioned along 
 with their brief explanation below: 


1.  Finance Model 
2.  Stewardship Model 
3.  Stakeholder Model 
4.  Political Model 



(21)1.Finance Model 


There are two main features of this model; one is the rules and the other is the 
 incentives. Excluded from there are the other frameworks for example those relating to 
 the regulatory or legal and political aspects. The main focus is on how best to align the 
 behaviour  of  the  top  management  with  the  expectations  of  the  shareholders.  With  this 
 being  the  desired  goal  the  finance  model  sets  up  suitable  rules  for  the  management  to 
 follow in protecting the shareholders’ interest. 


2.Stewardship Model 


This model focuses on the decision-making and the consequent results of those 
 decisions made by the management for the benefit of the shareholders. “By whom and 
 how the decisions are endorsed and who are accountable for those decisions is the main 
 aspect  of  this  model.  Stewards  are  the  executives  or  managers  of  the  corporation” 


(Turnbull,  1997,  p.189).  Afterall,  the  stewards  being  the  representatives  of  the 
 corporations  work  with  determination  to  achieve  high  returns  for  the  shareholders 
 (Donaldson & Davis, 1994, p.424). 


3.Stakeholder Model 


This  model  identifies  the  stakeholders  as  not  only  the  investors  but  also  the 
 employees, the communities, the customers and the suppliers, and also the governments. 


After all they are all  connected  in generating value for the entire stakeholders and not 
exclusively for the shareholders and the owners of the business. It could be said that the 
stakeholders are less interested in the share price appreciation but more focused on the 
all-encompassing  performance  of  their  corporation.  This  philosophy  contributes  to  the 
longevity of the company and thus it benefits all stakeholders in the long run. 



(22)4.Political Model 


It’s a democratic model for effecting changes in company policies as it affects the 
 decision making process. It stipulates the distribution aspects of the powers and privileges 
 among the various parties associated with corporate governance. It’s structured with the 
 object of providing checks and balances in the multinationals to allow participation in the 
 smooth  running  of  the  corporation  in  a  way  that  allows  involvement  of  the  civic 
 communities also. Accountability and transparency are intended to be achieved by this 
 model which are two of the pillars of corporate governance. 


2.1.2 Failure of Corporate Governance 


The  corporate  scandals  of  the  past  two  decades  have  drawn  attention  to  the 
 weaknesses  of  the  execution-type  of  corporate  governance  policies.  Accounting 
 manipulations  such  as  the  overstated  earnings  coupled  with  the  internal  control 
 weaknesses lead to the failures cited in Table 1 and 2 above. Poor leadership and equally 
 poor communication together with excessive secretive practices also in the author’s view 
 are among the reasons behind corporate malpractices. Why some senior board members 
 were so blind to the financial realities of their corporations remains a point of debate. But 
 the fact is that they were consistently and deliberately covering up for their poor financial 
 performances. It’s also a reasonable conclusion to draw that the excessive complexities 
 which are inherent in multinationals too contributed to their overall corporate governance 
 failures. 


Additionally, some of the inappropriate incentives for example the performance 
 based  remuneration  systems  compromised  the  ethics  even  at  the  chairmanship  status. 


Suffice  to  say  that  professional  ethics  continue  to  be  necessary  for  maintaining  an 
 effective  corporate  governance  tone  at  the  top  down  to  the  managerial  level  of 
 management. 


Clearly  the  corporate  governance  policies  and  procedures  alone  proved 
insufficient in terms of safeguarding the assets and also proved ineffective in reducing 
financial risks from both within and outside of those corporations mentioned in the above 
tables. In summary it’s the author’s strong belief that the contributory factors that lead to 



(23)governance  failures  go  beyond  just  the  ethical  violations,  transparency  deficiency, 
 accountability and oversight issues, they are also inseparable from the conflict of interest 
 requirement which was a commonly lacking factor in the cited cases. 



2.2 Fraud  


The term fraud has many dimensions to  it.  The following sections describe  the 
 concept of ‘fraud’ and its theories. It also identifies the factors and the elements that give 
 rise to fraudulent acts. Included in  the study are the two major fraud cases namely  the 
 Enron and WorldCom where both the governance failures and the incidences of serious 
 frauds subsisted side by side until discovered. 


2.2.1 Definition of Fraud 


Numerous researchers, criminologist and authors have defined the term ‘fraud’. 


According  to  ACFE  it  is  defined  as “A  knowing  misrepresentation  of  the  truth  or 
 concealment of a material fact to induce another to act to his or her detriment” 


2.2.2 Fundamental Concept of Fraud  


Frauds have rapidly grown in numbers, incidences and in the monetary amounts 
 also. According to the survey; “47% of company’s respondents had experienced fraud in 
 the  past  24  months”  (PwC’s,  Global  Economic  Crime  and  Fraud  Survey,2020, 
 p.3).  Frauds are experienced at  multi-levels of corporations. The reasons why fraud is 
 committed are many but only answered in philosophically terms by some academicians.  


 Manurung  and  Hadian  (2013)  stated  “Any  act,  expression,  omission,  or 
 concealment  calculated  to  deceive  another  to  his  or  her  disadvantage,  specifically, 
 misrepresentation or concealment material to a transaction that is made with knowledge 
 of its falsity and or in reckless disregard of its truth or falsity and with the intent to deceive 
 another and that is relied upon by the other who is injured thereby ”( p.4). 


The  researcher  Thanasak  (2013,  p.1)  claims that  to  mitigate  or  prevent  the 
incidences  of  fraud  it’s  important  to  understand  the  natural  behaviour  of  those  who 
preform frauds and why and when they are performed. However, this is beyond the scope 



(24)of this study paper. Nevertheless, some light has been thrown on that aspect in the pages 
 that follow; 


2.2.3 Theory of Fraud Triangle 


In year 1950,  Donald Cressey, began with the analysis towards fraud by debating 
 the fact that there should be an objective why people do everything. He questioned 250 
 respondents for a duration of 5 months, found certain factors. The theory of fraud triangle 
 represents Donald Cressey's factors from the findings of why people do everything that 
 leads them to commit fraud. The conclusions of the research he found: 


a.  At initial stage, people tend to accept the responsibilities for the moral faith and 
 belief, and  


b.  The situations forces the people towards breach of confidence.  


The theory of fraud triangle presents a conclusive factors to prove the fraud 
 intention and nature of persons that are committed to take steps towards fraud 
 misconducts, three factors are presented below: 


  PRESSURE 


  RATIONALIZATION 


  OPPORTUNITY 


Figure 2:Repersentation of Fraud Triangle (Abdullahi, Mansor, & Nuhu, 2015, p. 32) 



(25)The people are committed to violate or take illegal steps, is when they are going 
 through  a  monetary  trouble  which  could  not  be  shared,  rather  they  are  perceived  in 
 believing  that  the  situation  can  be  solved  by  violating  financial  trust  due  to  their 
 knowledge and insider information (Abdullahi & Mansor, 2015, p. 39). 


2.2.4 Theory of Fraud Diamond 


The  theory  of  Fraud  Diamond  is  regarded  as  the  extended  form  of  the  Fraud 
 Triangle and contains the elements presented in the fraud triangle.  Through this theory, 
 the forth factor is added called “capability” to already existing factors by Crassey in Fraud 
 Triangle. The argument was made to address that the factors namely Pressure, Rationality 
 and Opportunity are not solely enough to explain the nature and behaviour towards fraud 
 actions performed by the perpetrators. The factor of “capability” is further addition to the 
 theory  as  enlightening  competency  of  the  person  to  commit  to  take  action.  With 
 accordance  to  different  authors  are  represented  in  the  fraud  diamond,  in  other  words, 
 prospective perpetrators should possess the ability to perform the fraudulent conduct. 


      Figure 3:Theory of  Fraud Diamond  (Ruankaew, 2016, p. 475) 


Additionally, the way towards misleading’s to performing fraud begin with the 
 opportunity noted by a person, and the following factors of applied or perceived pressure 
 and rationalisation makes a person to be confident in implementation towards the fraud. 


Though,  the  additional  element  of  “capability”  in  the  theory  make  an  individual  in 
 identifying  the  scope  to  perform  and  commit  a  misconduct  and  follow  it  repeatedly. 


(Wolfe & Hermanson, 2004, p. 38) 
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2.3  Dimensions of Fraud 


To understand the scope of different methods used by perpetrators for fraudulent 
 activities, presented below Fig. 4 is created by the author. The fraud mentioned below are 
 identified and analysed through the fraud scandals presented in table 1 and 2 in this study. 


Additionally,  analysis of corporation’s frauds has been done to present the most common 
 methods used by the perpetrators to conduct fraudulent acts. Furthermore, these various 
 frauds  methods  identified  are  from  the  sectors  of    banking,  real  estate,  technology, 
 telecommunications,  accounting,  auditing  and  other  sectors  gathered  by  the  journals, 
 magazines, books and online web research to understand the areas of fraud used by the 
 perpetrators.  


Fig 4: Dimensions of fraud practices – Author’s creation 
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(27)These dimensions of frauds are a vital factor for every corporations to understand 
 and act  in accordance  towards implementing appropriate  measures in  their governance 
 policies  to  safeguard  themselves  from  future  misconducts.  The  fraudsters  have  a 
 distinctive approach to perform the scams. The corporation's management and corporate 
 governance mechanism should be considerate in taking preventive measures by bearing 
 in mind these dimensions presented.   



2.4 Fraud Cases 


This section of the paper describes Enron and WorldCom's major corporate fraud 
 cases that shook the mechanism of corporate governance and represented major loopholes 
 to  be  identified  as  a  concern  to  be  addressed.  Among  these  corporate  scandals,  the 
 repercussion  leads  to  immediate  action  from  inter-governmental  organizations  like 
 OECD, EU and other country-specific norms to be amended and adopt new policies and 
 take preventive measures.  


2.4.1 Enron 


The company Enron came into existence as a result of a merger in the year 1985, 
 after two well-known corporations namely InterNorth incorporation and  Houston Natural 
 Gas accepted to come together (Markham, 2006, p. 49). The corporation was called as 
 Enron Corporation.  The company was ranked with high significance as it was known as 
 one of America’s most innovative companies. Furthermore, Enron witnessed increase in 
 its  stock  value  from  the  early  1990’s  to  1998,  between  which  the  stock  took  a  huge 
 progressive leap of 311 percent (Palepu & Healy, 2003, p. 3).  


A  severe  drop  came  in  price  of  stock  came  in  the  2000’s  when  the  stock  was 
 valued at ‘$1 in 2001 from $90 in 2000’. A huge suspicion on the balance sheet of Enron 
 were raised and their policies were criticised(Li, 2010, p. 37). Subsequently, there were 
 questionable  accounting  practices  involving  SPE’s  namely  ‘Chewco,  LJM’  and  many 
 more  along  with  use  of  accounting  manipulations  with  mark  to  market  practice.  Both 
 these  manipulation  methods  are  explained  further  below.  As  a  result,  the  investors’ 


confidence declined and the SEC’s investigation began.  



(28)Time span ( Year 2001)  Description of Incident 


14th August  Kenneth Lay appointed as new CEO of Enron Corporation after 
 Jeff Skilling step down from his position. 


August End 


The vice president of Enron presented worries about accounting 
 practices through a letter to former CEO Kenneth Lay and 
 discussing with an auditing partner of auditors of Enron, Arthur 
 Anderson. 


16th of October  The quarterly declaration of statements by Enron came out stating  
 approximate 390 million dollars revenue.  


22th of October 


SEC initiated with the investigation for the potential mis 
 happenings at Enron for conflict between the directors and 
 partners of the corporation.  


8th of November 


For the period between 1997 till 2000 Enron republished its 
 earnings stating a decline by the amount of 591 million dollars 
 while the debt have elevated by 658 million dollars. 


28th of November  The debt of  Enron was rated as trash by the credit agencies 
 making the value decrease of Enron’s status. 


2nd of December  Ultimately Enron had to file for bankruptcy. 


Note. Reprinted from “The Fall of Enron”,Palepu,K.,&Healy,P.M,2003, Journal of 
 Economic Perspectives, Volume 17, Number 2, p. 4. 


Table 4: Description of Enron’s Incidents in 2001 
 Enron’s Fall 


Year 2001, Enron went on to become the U.S seventh largest company in terms 
 of  revenue;  following  a  similar  year  after  the  exposure  of  series  of  frauds,  it  went 
 insolvent. Additionally, further to explain the misconducts Giroux (2008) states “Enron 
 had  numerous  mishappenings  with  gigantic  payout,  incentives  in  a  form  of  bundles; 


incapable board of directors that were only to authorise policy proceedings, a CFO with 
self-benefiting motives, corrupt accounting auditor, manipulative investment bankers that 
made  Enron’s  financial  health  look  strong”  (p.1209).    Furthermore,  its  accounting 
complexities and questionable business model coupled with unethical business practices 



(29)lead to showing a fictitious health financial position. As a result a foremost gas, power, 
 paper  and  communication  company  to  a  bankrupt  company  in  December  2001  had 
 another  indicative  problem  that  became  evident  in  the  last  few  years  before  its 
 bankruptcy.  


Reputation of Arthur Andersen 


Arthur Andersen an accounting company was the auditor of Enron corporation, 
 they  examined  and  further  noticed  several  uncommon  financial  activities  in  the 
 transactions and companies statements. These problems were not addressed and revealed 
 by Enron, the company should have restated the mis-happenings to correct them. Rather 
 Enron concealed this misdeeds and Arthur Anderson too did not go against Enron and did 
 not  disclosed  the  potential  fraud  (Giroux,  G.  2008,  p.1210).  Enron  accounting 
 irregularities were revealed, causing havoc among media and regulators towards shifting 
 all the focus on Arthur Andersen. 


In this study, I try to put  light on  the importance of auditors' reputation and by 
 doing so, keeping in mind the events between Enron and Arthur Andersen, I am inclined 
 to think while the audit requirement is mandatory. It has failed in the case in presenting 
 Enron’s  actual  financial  state.  As  mentioned  above,  there  is  sufficient  evidence  that 
 Arthur Andersen could have revealed the irregularities at the initial stage, but instead of 
 going along with Enron's unusual transactions and fraudulent acts, Arthur Andersen relied 
 upon their reputation on purpose.  


Enron’s Accounting Fraud Tools 


1)Mark to Market 


The  system  followed  at  Enron’s  business  of  natural  gas  was  consistent  with 
normal accountancy practice in use at that time. But when Jeff skilling commenced his 
position as new CEO of Enron, he insisted a change to accounting systems. Accordingly, 
the accounting technique of Mark to Market came in force. This technique was introduced 
on the basis that would present right  economic worth. Enron adopted this method  and 
became the first ever corporation to do so. The technique of Mark-to-Market estimated 



(30)Subsequently, the related cost  and real viability of these contracts were challenging to 
 asses.  Therefore,  this  method  lead  to  a  manipulations  as  Enron  wanted  its  investors 
 satisfied and present a constant profitability position for the company. As to the effect the 
 transactions  were  modified,  the  difference  while  calculating  net  present  value  and  the 
 usual paid amount was treated as profit of Enron (Li, 2010, p. 38). Enron was persistent 
 to claim the future profits, it did not bother the deal lead to losses. 


2) Special Purpose Entity (SPE) 


Enron  made  several  entities  that  took  various  forms,  including  the  creation  of 
 discretionary  trusts,  offshore  companies  and  limited  liability  partnerships.  Enron 
 disclosed  nominal  details  of  these  SPE’s  operations.  These  entities  undertook  debt 
 financing  and equity investing. In addition,  the buying of assets and undertaking debts 
 through these SPE’s,  was not disclosed in  the financial reports of  Enron. Enron to  its 
 shareholder  revealed  that  using  SPE’s  it  had  hedged  risk  for  its  illiquid  investments. 


Furthermore,  the  stage  was  set  Enron  was  moving  from  aggressive  to  fraudulent 
 accounting(Giroux, G. 2008,p.1217). Enron then deceive its shareholders by stating debts 
 were similar but the income increased through its operations (Li, 2010, p. 39). 


2.4.2 WorldCom 


In 1983, William Rector and Murray Waldron started with a business plan with 
 an offering of telecommunication service at a low rate in comparison to the market. The 
 corporation was formed and was called "Long Distance Discount Services" (LDDS). In 
 the year 1985 new CEO of LDDS was appointed as Bernie Ebbers (Cernuşca, 2008, p. 


240).  


A series of Acquisition’s 


The  growth  of  LDDS  was  through  a  continuous  Acquisition's  of  other 
 corporations.  To  name  a  few  the  major  deals  included  “Advantage  Inc.,  Metromedia 
 communications.,  UUnet  incorporation,  LLDS  continued  with  the  acquisitions”. 


Cernusca (2008) explains; “ in the year 1995, the corporations name changed to the new 
called  WorldCom.  In  1996  WorldCom  acquired    MFS  Comm.  Inc.,  followed  by  a  40 



(31)Billion  dollars  deal  to  takeover  MCI  Comm.,  in  2001  WorldCom  acquired  Intermedia 
 Comm. Incorporation, an Internet provider  which was its   largest merger” (p. 240). In 
 numeric  terms WorldCom Acquired  around 60 companies for the estimated cost of 70 
 Billion  dollars.  With  its  excessive  investment  and  acquisitions  WorldCom  became  the 
 largest provider of internet services. 


WorldCom  after  its  purchased  of  MCI  Communications  Corp.,  the  corporation 
 diversified  its operations into business of data  communication. Successfully it handled 
 approximately  50%  of  all  internet  traffic  worldwide  including  emails.  WorldCom's 
 confronting  fundamental  economic  trouble  came  as  the  excess  in  the  volume  of 
 telecommunications that vastly increased during the period of 1990’s because transition 
 came  to construct the network of fibre optics and internet growth-based infrastructure. 


All  telecommunications  firms,  including  WorldCom,  rushed  towards  the  growing 
 industry but faced a declining demand due to the Dot-com boom as the economy arrived 
 to the verge of  recession. 


The Accounting Fraud 


WorldCom,  with  its  increasing  acquisition  and  cash  flow  levels  throughout  the 
 period in 1990s, was going through intense pressure to uphold its EBIDTA or cash flow. 


CEO, Bernie Ebbers used the stock of WorldCom as payment for the acquisitions made 
 by the company.  The expectations of Wall Street were met  through manipulations and 
 misleading  accounting  entries.  The  major  misclassification  was  done  by  stating  the 
 operating  expenses  and  the  long  term  assets  or  investments.  The  accounting 
 misappropriations made huge discrepancy in terms  of WorldCom financial statements. 


Scott  Sullivan  the  CFO  capitalised  the  leases  for  extensive  tenure  of  20-30  years  as 
 supposed to 2-5 years. By the means of Accounting manipulation the leases expense were 
 transferred from income statement to the balance sheet of WorldCom as asset providing 
 overstatement  in  assets  and  income.    The  effect  was  the  Scott  Sullivan  was  able  to 
 decrease  the  expense  in  the  statement  by  $3.8  billion.  Additionally,  a  journal  entry  of 


$500 million was recorded as capital in the accounts of the company by similar practices. 


Bernie Ebbers included the personal loans as the manipulation method to manipulate and 
generate benefit in kind as made personal purchases in buying a luxurious yachts, motels, 
a hockey team in addition to many more. The similar fraudulent conduct  continued by 



(32)converting the loss of WorldCom into its profits. The result was in financial statements 
 the assets of the company appear to be more valuable than their original value.  


Culture  followed  at  WorldCom  was  major  reason  for  accounting  misconduct. 


Bernie  Ebbers  indirectly  pressured  loyalty  to  himself  rather  the  management.  The 
 employees  were  not  able  to  speak  due  to  retaliation  fear  and  the  board  member  were 
 awarded  the  stock  of  the  company.  While  the  corporate  governance  mechanism  was 
 totally  neglected  by  limited  account  balances  testing  and  negligence  at  auditing 
 operations. The auditor of WorldCom, Arthur Andersen and Bernie Ebbers were in close 
 bond  as  WorldCom  was  largest  client  of  Arthur  Anderson.  Leading  to  major 
 misclassification in financial reports and audit negligence. 


These  fraudulent  misconduct  within  the  corporations  lead  to  downfall  of 
 WorldCom  when  in  the  year  2002.  The  corporation  disclosed  that  they  overstated  its 
 profits  for  more  than  3.8  billion  dollar  in  form  of  payments  to  the  line  cost  that  were 
 supposed to be shown in statements as expenditures  (Lyke & Jickling, 2002, p.1). In the 
 same year WorldCom which was one of the biggest communications corporations filed 
 itself for insolvency, this was recorded as double the size bankruptcy of Enron’s which 
 was witnessed in the US history. 


2.4.3 Recommendations and Lessons Learnt  


The  recruitment  of  new  employees  and  the  training  journal  began  to  include 
 recommendations  such  as  the  hiring  process  must  take  care  of  recommendations  as  to 
 take-in honest individuals, compulsory fraud awareness training programs,  prescribe a 
 code of conduct within the corporation that can be monitored, providing the employees 
 with assistive schemes and make a positive working atmosphere in the corporation. Other 
 recommendations included: 


a.  Ensure that auditors apply scepticism when performing audit. 


b.  Disclose potential conflict of interest. 


c.  Observe pressures and opportunities that can lead to fraud. 


d.  Implement a company helpline so that employees can report concerns. 
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3 Methodology  


This  chapter  describes  the  research  design  followed  for  this  study,  the 
 methodology  used  for  the  research  that  is  qualitative  research  method.  Later  which  is 
 followed  by  showing  the  procedure  towards  collection  of  data  for  this  research. 


Furthermore,  the  collected  sample  presentation  through  data  analysis  is  shown  in  this 
 section. Therefore, the reason is to showcase the reader with “an inclusive understanding 
 towards the background , present knowledge and emphasising on the importance for the 
 new research."  



3.1 Research Design 


 The emphasis of research design is towards addressing the research question as 
 corporate governance mechanism and financial scandals are kept in consideration along 
 with fraud cases of Enron and WorldCom for conducting the literature review. The motive 
 of the research is to analyse and answer the research question for the study, the method 
 of  qualitative  research  was  used  by  conducting  semi-structured  in-depth  interviews 
 (Bryman  &  Bell,  2015,  p.  478).  Research  on  corporate  fraud  cases  as  to  analyse  the 
 insufficiency  in  corporate  governance  mechanism.  In  addition  the  examination  of 
 organisations to have a broader in-depth analysis of their governance mechanism, is done 
 to make a profound understanding for this study.  


The research approach followed is inductive, as the objective is to do thorough 
 readings of varied raw data to form understandings for our research to fulfil the need of 
 this study (Thomas, 2006, p. 238). Additionally, this inductive research approach is to be 
 performed with a relatively small amount of participants as sample size, that is precisely 
 as  the  proceedings  take  place  with  the  limited  time  to  complete  the  study.  Participant 
 interviews are conducted with an intention of gaining complete and up to date insights 
 with regard to information associated with our subject of study. 



3.2 Qualitative Research 


The method for this study used is Qualitative research, this is broadly used method 
for  research  in  the  academic  scope  where  its  one  of  the  advantage  is  that  this  method 



(34)offers the flexibility to adjust and refine ideas during the research proceedings (Tucker, 
 Powell, & Meyer, 1994, pp. 383-399). Additionally, the focus of qualitative research is 
 to concentrates towards accepting perspective's, uncovering thoughts and understandings 
 of the participants. Therefore, through interviews, a detailed analysis is done by collecting 
 the relevant data for our research topic. The interview process invites a flexible and open 
 approach that allows a very naturalistic way of interaction with respondents. Qualitative 
 research  is  a  popular  method  for  business  analysis;  it  is  an  exploration  strategy  with 
 underlined words instead of  statistics, numerals and evaluation of information.  


This study follows the steps by step approach for qualitative research as “initially 
 generating  the  research  questions  that  lay  down  the  objective  to  the  study,  preferably 
 choosing the subject, collection of appropriate research data , working on the theory and 
 conceptual  writing  of  the  study  while  specifying  the  research  objectives  and  present 
 findings and the conclusion” (Bryman & Bell, 2015, p. 395-397). 


The qualitative data research method has been analysed by the inductive approach 
 that  focuses  on  compressing  extensive  undefined  data  to  a  concise  and  summary 
 (framework) layout. This approach allows a systematic and quickly followed procedure 
 that  can  build  reliable  results.    The  common  analysis  towards  the  inductive  method  is 
 preferably  easy  to  work  with,  as  this  do  not  require  the  specific  deep  understanding 
 (Thomas, 2006, p. 246). The selected method of qualitative research for this study is semi-
 structured interviews. The semi-structured interviews are a primarily used method to fulfil 
 the objectives in qualitative research for collection of data (Ritchie & Lewis, 2003, p.56) 
 Sources available in public domain and the various literature are analysed to highlight the 
 deficiency  of  corporate  governance  mechanism  and  to  combat  the  misconducts  in  the 
 fraud  avoidance.  The  purpose  is  to  deliver  a  more  comprehensive  understanding  of 
 theoretical, institutional and practical perimeters that contribute towards the rise of scams 
 in the corporate surroundings. 


Interviews  are  held  with  executives  of  multinationals,  fraud  experts,  examiners 
and  educationalists,  along  with  professionals  working  in  the  corporate  companies  in 
similar fields, who possess the experience and adequate knowledge. The subjects covered 
during the interview for our research are presented in Appendix 1. The questions were 
asked inconvenience to the discussion during the interview. Additionally, the questions 
were not asked in a set format to encourage the participant to provide more information 
during the interview. The interview consists of three blocks by the information need from 



(35)the participants. The questions in each block consist of maintenance questions that are to 
 be used according to the respondents' answers to seek out information in the requirement 
 of the study. The order of the items was flexible, depending on the respondents' responses, 
 and maintenance questions are asked when the author feels that question is not answered 
 in accordance to the need of the study.  



3.3 Participants Recruitment 


The enquiry for participation was sent to the executives of multinationals, fraud 
 experts and examiners along with professionals working in the corporate companies in 
 similar  fields.  The  corporations  and  professionals  in  Austria,  Czech  Republic,  United 
 Kingdom and Switzerland, India were identified. The enquiry was made via emails and 
 contacts;  they  were  asked  for  their  involvement.  University  network  of  Management 
 Center  Innsbruck  (MCI)  and  the  University  of  Economics,  Prague,  was  accessed.  The 
 process towards the recruitment of the participants was conducted from March to June 
 2020. 


Unfortunately, the recruitment process took place during the peak months at the 
 high Covid-19 pandemic wave or popularly known as Coronavirus. The goal of having a 
 face to face interview was out of context as restrictions on travel were implied, and no 
 participant  wanted  to  respond  for  personal  meetings  and  discussions.  The  participants 
 were not comfortable being contacted due to shut down of work proceedings and offices. 


Therefore,  the  difficulty  was  to  get  in  touch  and  get  an  appointment  for  skype  or 
 telephonic  interview.  Subsequently,  from  the  Participants  contacted,  only  a  few 
 responded and were willing to be a part of the research, the majority of participants that 
 responded positively, were not able to participate due to constraint in time and personal 
 concerns.  The  goal  size  was  intended  to  be  ten  interviews  but  due  to  difficulty  and 
 restrictions imposed by Covid-19 to find participants, resulting the goal towards the target 
 size of the interviews could not be reached. 


Additionally, to the steps mentioned, an initial call was initiated with a connection, 
a fraud examiner from the United Kingdom. Initial purpose towards the call was merely 
exploratory  nature  and  research  based.  This  helped  the  author  reflect  on  the  idea  of 
essential persons in the field fraud examination and experience, dealings with corporate 



(36)governance  mechanisms.  Valuable  fields  were  explored  with  ideation  of  prospect  for 
 other interviews. 



3.4 Data Collection  


The  data  collection  through  the  qualitative  research  is  widely  recognised  as  it 
 offers robust way of gathering information and providing a means to document it. This 
 study followed the semi-structured interview as the basis to collect data from a precisely 
 selected participants that are knowledgeable and have experience in the field to provide 
 current  information.  Therefore,  interviewing  the  participants  is  known  as  a  popular 
 technique for collecting qualitative research information for the research as it perceives 


‘talking’ in a natural way and do not need any sort of numerical understanding (Griffee, 
 2005,  p.36).The  key  participant  interview  are  done  by  the  author  to  obtain  key 
 information from selected group of participants rather than a casual sample. Additionally, 
 the participants are selected with forceful intention to gain accurate in-depth knowledge 
 and  vast  experience  through  their  interviews  as  they  hold  a  position  in  their  field  of 
 expertise and essential positions in multination’s to provide information relevant to fulfil 
 the research objective. 


To  fulfil  the  purpose  of  the  study,  top-level  business  executives,  corporate 
professionals, fraud examiners and experts are the key informants, as they are likely to 
possess the in-depth understanding (including ethics-related norms) of various issues in 
the business environment. The goal target for the was ten interviews, due to difficulties 
presented by Covid-19 and time restraints of the participants, the planned interview target 
could not be reached. Total 7 interview (P7) were conducted. Likewise, 4 interviews were 
through  telephonic  means  and  3  were  email  based  interviews.  All  the  interviews  are 
transcribed and provided in additional document along with this study.   



(37)Table 5: Interviewees Description- Author’s Creation 


Table  5  presents  the  interviews  that  were  conducted  with  the  executives  of 
 multinationals, fraud examiners, educationalists, and internal  employees of a corporate 
 company directly dealing with corporate governance mechanisms or persons responsible 
 for the operational management with experience of company’s guidelines. The findings 
 from the interview with the respondents are presented further in section 4 presentation of 
 findings,  where  the  response  by  the  respondents  are  quoted  and  presented  in  italics  to 
 clearly present the readers with the exact view point of assessed during the interview. 


Participant  Name  Job 


title/responsibility  Location  Age  Nationality 


P1  Mahender 


Singh Khari 


Fraud Examiner/ 


International 
 Accountant/ 


Educationalist/ 


Chairman 


United 
 Kingdom, 
 India, Malta, 
 Switzerland, 


Spain 


72  British 


P2  Marco Stauber 


Relationship 
 manager/client 


advisor 


Switzerland  46  Swiss 


P3  Amarjit 


Chopra 


Chairman/Vice 


President  India  68  Indian 


P4 


Rajinder Pal 


Singh Kapoor  Board Member  United 


Kingdom  75  British 


P5  Tobias Bowen  Key account 


manager  Switzerland  30  Swiss, 


British 


P6  Dr S. P 


Aggarwal 


Principal-


University of Delhi  India   68  Indian  


P7 


Martin 
 Christopher 


Bowen 


Director of Fides 
 Trustees 


Switzerland, 


Mauritius, SA  64  British, 
Swiss 
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3.5 Data Analysis 


Interview taken are documented to prevent losing data. The procedure followed 
 while conducting semi-structured interviews with the participants was to record the verbal 
 communication through the electrical device and later following the transcribing process 
 by  referring  to  the  recording.  The  process  of  interview  transcribing  was  followed 
 immediately after the interview was conducted and recorded. Transcribing is to rewrite 
 to transfer the recorded content of an audio file to a written format; the interviews' data 
 are easy to access in written form for further data analysis and comparison for research. 


This procedure provides a natural way of transcribing and provides the reader with exact 
 understanding  of  the  interview  conducted.  Regardless,  during  the  procedure  can  be 
 information loss through the inaccessibility of the interviewees' body language and facial 
 expressions. The data analysis was done in a structural format that included transcription 
 of data, going through the text thoroughly to summarize and discover suitable outcome 
 and  presenting  the  conclusion  from  the  process.  These  steps  are  essential  to  further 
 research and presentation of findings. Through the process new data emerged from the 
 interviewees (Bryman & Bell, 2015, p. 432).  


The  data  gathered  led  to  conclusions  for  the  research  of  corporate  governance 
framework for the multinationals to identify and prevent fraudulent acts. Unfortunately, 
the  restrictions  of  time  and  unavailability  posted  due  to  unforeseen  circumstances  of 
Covid-19  the  data  saturation  was  not  able  to  reach  full,  furthermore,  to  get  a  broader 
image  of  the  corporate  governance  mechanism  and  operation  strategy  followed  in 
multinationals. More of the interviewee's critical insights would have been ideal to have 
detailed and in-depth research. 
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4 Presentation of Findings 


The  chapter  offers  a  thorough  overview  for  the  qualitative  results  and  data 
 collected from the Interviews done with selected participants. The empirical study is done 
 according to the interview structure to emphasize the research question and objective to 
 discover the efficiency of corporate governance and how poor ethical leadership  along 
 with  mismanagement  have  led  to  financial  failures.  The  interview  results  with  the 
 respondents are quoted with their participant number ( P1-P7) in italics to clearly present 
 the readers with the exact view point assessed during the interview. 


 In addition, the interviews are presented in a basic format divided into three main 
 blocks:  the  impact  of  company  structure  and  governance,  the  importance  of  business 
 ethics and the Fraud precautionary measure that answers the research questions. To find 
 the best optimum answers for corporate governance towards the prevention of fraudulent 
 acts,  quotations  from  responses  from  participants'  interviews  are  represented  as  the 
 findings.  


The interviews conducted are acknowledged in Table 4 with the assigned alphabet 
 (P1-P7) that are shown in the first column. The participants were keen on keeping their 
 company name confidential; thus, it is not included in the table. The focus concerning the 
 consistency in data and having a heterogenic collection (age-wise) is that the participants 
 are from 30 to 75 years of age that depicts the experience and knowledge to have a vast 
 understanding of this research that is shown in the results. It is essential to recognize first 
 the  objective  of  why  corporations  need  a  competent  governance  structure  and  how 
 important  it  is  for  companies  to  follow  the  governance  mechanism,  which  is  followed 
 below. 



4.1 Impact of Company Structure and Governance 


The following section provides the results from the qualitative research explaining 
the impact of governance in the multinationals, how the Board plays an important part in  
structure of the corporation as well as the culture followed is an essential factor for smooth 
corporate  operations.  Additionally,  corporate  governance  functions  in  monitoring 
activities  and  the  findings  from  the  interview  for  the  fraud  preventive  measure  in  a 
corporation are depicted below. 



(40)4.1.1 Board’s Corporate Operations 


The role of board is very essential in ensuring the governance mechanism which 
 fulfils  the  companies  goals  and  the  shareholders  objectives.  Participants  agreed  on  the 
 importance  of  the  Board  in  creating  a  systematic  working  environment  within  the 
 corporation.  Additionally,  mentioned  by  the  respondents  that  the  directors  in  the 
 companies  board  have  an  important  task  to  monitor  the  management  and  look  for 
 implementation of appropriate strategies (Battiston & Catanzaro, 2003, p.1). 


“They are supposed to give the direction to the entire company and make sure the 
 company meets the targets and remains sustainable over a period of time and they 
 are  able  to  maximise  the  wealth  for  the  various  stakeholders  not  only  the 
 stakeholders it has to be for the shareholders.”(P3) 


“Is about distribution of rights and responsibilities among those different members 
 at  participants  like  board  members  that  you  have  the  CEO,  the  director.  In  the 
 corporate governance you also have managers and shareholders but I would also 
 include audit committee is very important also they are more suitable for publicly 
 listed company.” (P1) 


“My board members are policy makers and the subordinates management executes 
 our  policies.  To  ensure  good  governance  we  follow  high  ethical  policies  and 
 effective supervision”. (P4) 


“I think the way Board behave is such is very important because it sets an example 
 for all the employees.”(P2) 


“Are accountable for whatever we do we have a best interests and that we also do 
 our work with integrity because it reflects on the whole company.”(P5) 


“In our regular board meetings, we check performance reports for any 
red flags.”(P7) 



(41)4.1.2 Board and Governance Mechanism  


According to participants, the Board performs a vital  part in governance structure 
 and  building  up  company's  operational  structure  to  be  followed  as  a  mechanism.  The 
 interviews  with  participants  had  certain  important  aspects  like  “  constant  vigilance, 
 responsibility and transparency, decision making and sustainability from the view point 
 of the company and society” where the  boards role towards the governance operations in 
 the  corporation  are  significantly  of  high  importance.  Respondents  claimed  the 
 essentialness of Board in the governance structure which were put accordingly as: 


“If you want to make a note of its “accountability , fairness,  responsibility and 
 transparency.” (P1) 


“Sure, constant vigilance is needed. Manipulations and scams pose threats to most 
 businesses. Specifically we have allocated one board member not only to identify 
 risk factors but also he supervises  the team that’s responsible for the day to day 
 operations of the company. Supervision is an ongoing necessity and regular feature 
 in our client companies also around the world”. (P4) 


“The healthy practice always in the board is majority decision.”(P6) 


“So probably the sustainability from the view point of the company and society is 
 very  important  when  you  talk  of  a  board.  when  the  board  members  are  all  in 
 judiciary capacity they can't make personal gains out of the role that they play as 
 the board members.”(P3) 


The issue of boards and corporate mechanism  is explained by respondent (P3), 
 he criticizes the independent director operations for the corporations progress as to how 
 the concept fits in with most companies, the problem is referred by the expression as: 


“To me the basic problem in the entire corporate governance over all independent 
director, how an independent director is an independent director I think that is the 
basic question. I don’t find most of the independent directors to be independent. So 
that is where lies the problem.”(P3) 
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