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Question 1:

How many of 
you would 
voluntarily 

make an 
unethical choice?
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How many of 
you would 
voluntarily 

make an 
unethical choice?



Question 3:

How many of 
you have driven 
on an Interstate 

Highway over the 
past two weeks?



Question 4:

How many of 
you have 

exceeded the 
speed limit when 

driving on the 
Interstate by at 
least 5-10 mph?



Email Questions to: chuck@chuckgallagher.com

It’s Easy to make 
Unethical Choices 
when they seem socially 
acceptable.





Beaumont City Hall Corruption Scandal
A $43 Million Fraud

Indicted: City Manager, Police Chief, Public 
Works Director, City Attorney, Economic 
Development Director,  Finance Director 
and City Planner.



INTENTIONS:
Values

Attitudes
Commitment

Responsibility
Experience

Mood

CULTURE:
Shared Values

Ethics
Morals

Myths & Legends
Justice

Fairness
Covenants

BEHAVIOR:
Plans

Actions
Observations

Facts
Performance

SYSTEMS:
Organizational

Structures
Work Processes

Policies & Procedures
Economics
Contracts
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What causes an otherwise“honest” 
person to do dishonest things?
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DECISION  CYCLE

NEED



2

DECISION  CYCLE

NEED OPPORTUNITY
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Did I pay 
it back?
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DECISION  CYCLE

NEED OPPORTUNITY VALIDATERATIONALIZE
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DECISION  CYCLE

NEED OPPORTUNITY REPEATVALIDATERATIONALIZE

STRATEGIZE



Rationalization



NEED OPPOR-
TUNITY

RATIONALE



What Does This Look Like



What do these three people have in common?

Scott 
London



Fined $5.8 million for 
Failure to Audit Properly



AARON BEAM



It’s time to 
“Sharpen Your 

Pencil"



What 
was the 
Need?



Where was 
the 
Opportunity



How 
Rationalized



Nearly two-thirds of corporate 
controllers feel pressure to 
“cook the books,” according 

to a new international survey, 
and many of them feel that 

misrepresenting their 
company's performance is 

just part of their job.



In The Headlines



Lance Armstrong
agreed to pay $5 million to settle claims that 

he defrauded the federal government



WV Supreme Court Chief Justice
Allen H. Loughry II 

hit with a 22-count indictment for numerous 
charges of fraud and corruption faces 395 

years in prison – He got 24 months!



Are Unethical Choices 
or Frauds Limited to 

People?







German prosecutors 
charged former Volkswagen 
CEO Martin Winterkorn and 
four others with fraud in the 
emissions cheating scandal 
that has helped turn many 
Europeans against diesel 
engines and accelerated the 
push toward electric cars. 







Fined $5.4 million for 
Failure to Audit Properly



Fined $5.8 million for 
Failure to Audit Properly



Fined $100 million for 
Cheating on Ethics Exams



THE THREE COMPONENTS 
OF

A FRAUD SCHEME





PROMISE



ILLUSION

PROMISE



ILLUSION

PROMISE

TRUST





Let’s Connect the Dots



What to Look For



 High Personal Debts
 Living Beyond Means
 Excessive Speculation
 Substance Abuse
 Extra-marital Affairs
 Job Frustration
 Resentment of Superiors



 Inadequate controls
 Too “cozy” with Suppliers
 No Vacation or Sick Days
 No Internal Audit
 No Rotation of Job 

Duties
 Weak Management
 Excessive Cash



 Not Compensated Fairly
 No Recent Raises
 Everyone Else Does It
 Intended to Pay Back
 Needed the Money
 Revenge
 Bribe/Kickback Tempting



Initial Detection of Unethical Practices and 
Frauds

2019

2016



Reality Check



What Can Be Done to Prevent Fraud?





Or find yourself facing the

JUDGE



US sentencing guidelines state:

You cannot be held 
criminally liable for 
an unethical/illegal 
action of an 
employee if you have 
provided employees 
comprehensive 
ethical training.



Questions?
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