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This book is aimed at directors and managers who:
•

would like to implement a practical fraud risk management strategy so that
they can demonstrate to shareholders, regulators or other stakeholders that
they are managing the risks, rather than just reacting to incidents;

•

want to improve transparency and reduce hidden fraud losses which are
directly impacting the bottom line; and

•

would like to add value by building fraud resistance into their organisation.

Effective fraud risk management requires that top management first sets the
ethical framework for the conduct of an organisation’s business: employees are
influenced by the behaviour of their leaders. However, as recent corporate
collapses have demonstrated, there is an increasing occurrence of fraud at top
management level — where directors have set a high ethical standard for the
organisation, but have then ignored it themselves to commit fraud for their own
benefit.
This book does not aim to add to the extensive discussions on issues such as ethics
or corporate governance which boards and directors should consider when
creating or restructuring an organisation. However, it does suggest some practical
steps to enhance a risk management framework in order to reduce the risk of fraud
right across an organisation, including those committed by executive directors.
We use the term “board” to refer to a management board comprising executive
and non-executive directors. The executive directors may have the ability to
influence how financial reports are prepared and may also have access to the assets
of the organisation.
In order to simplify the examples of fraud throughout the book, we have
converted quoted amounts to US dollars.
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Martin Samociuk joined UK based Network Security Management Limited in
1981 and initially specialised in the investigation and prevention of computer
related fraud. In 1988, Network became a subsidiary of Hambros Bank and grew to
become one of the Europe’s leading fraud investigation companies. He became
firstly Managing Director and then Chairman and Chief Executive before
deciding, in 1999, that preventing fraud was infinitely preferable to the stress of
investigation management and trying to recover money from increasingly
sophisticated and clever fraudsters.
He moved to Sydney in December 2000 and co-founded Hibis Corporation Pty
Limited to specialise in fraud risk management, assisting financial institutions and
major multinationals in profiling exercises.
Nigel Iyer discovered his first fraud at the age of 16 when he was working at a
summer job for a firm of accountants. He has been active in the field of fraud
prevention, detection and investigation for most of his working life and is a
Director and founder member of Hibis Scandinavia A/S, the largest independent
fraud management consultancy in Scandinavia.
His work involves the development and implementation of practical fraud risk
management models and fraud awareness training systems, as well as the
management of major investigations into corporate fraud on behalf of clients. He
is a UK qualified Chartered Accountant with an honours degree in Computer
Science.
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their comments and contributions to the book, and also his family for their
encouragement and understanding.
We would both like to thank our other colleagues, clients and contacts for their
support, inspiration and tenacity.
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Organisations are devices for creating value through the effective use of resources.
While they need to create value for all contributors of resources, a premium is
placed on value creation for customers and shareholders.
After all, an
organisation is unlikely to be able to offer inducements to other resource
contributors if it does not provide value to its customers. Also, any failure in value
creation for customers is likely to be reflected in the value delivered to
shareholders.
Value creation for customers and shareholders traditionally has been regarded as
the litmus test for judging organisational effectiveness. Increasingly, however,
society and organisational leaders are seeing this as insufficient. Value creation for
customers and shareholders is not acceptable at any ‘cost’ – particularly if harm is
created for people, communities or the eco-system as a by-product. Organisations
need to not only create economic value (for shareholders), but also social value
and environmental value: increasingly this ‘triple bottom – line’ is being seen as
the litmus test of organisational effectiveness in the twenty-first century.
Value creation by organisations takes place against a backdrop of fast moving
competition in resource and service markets, and increasingly rapid shifts in the
value expectations of customers. New service offerings have to be invented and
made competitive, as previous offerings cease to be serviceable and are thus
devalued.
As service offerings change, so will the materials, technologies, skills and processes
that are needed to produce them. New service offerings require the mobilisation
of different constellations of resources, and new relationships with new resource
contributors.
An organisation’s strategies define how it proposes to create value for customers in
terms of its portfolio of service offerings over the immediate period, and over the
longer run: whether or not an organisation will be successful in these endeavours
will depend, in part, on its capabilities for doing so.
Strategies, then, have to deal with both the known (the creation of value through
present service offerings) and the unknown (the invention of service offerings will
create value in an as yet unknown future). And capabilities need to sustain both
the organisation’s present effectiveness in offering services and its future renewal
by capitalising on opportunities as they emerge or are created.
Value creation by organisations always is exposed to risk – that value will be lost or
will fail to continue to be created for some or all stakeholders. It is exposed to: the
risk that resources will be lost or wasted, without creating value; to the risk that
strategies fail or cannot be renewed; and to the risk that capabilities are
insufficient for strategy realisation or renewal.
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The Strategic Value Management Series probes these issues, in relation to
particular subject matter. Drawing on relevant research and contemporary
practice, it canvasses issues related to:
•

values and value creation;

•

risk and its management;

•

strategy realisation and renewal; and

•

organisational resourcing and capabilities.

Fraud Resistance: A Practical Guide addresses the waste of resources and loss of
value that organisations face through fraud. It provides a guide to how this risk
can be assessed and managed, with the aim of making organisations ‘fraud
resistant’.
Professor William P Birkett
Series Editor
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