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Mapping the Individual and Structural Theories of Financial Crimes 

By M. Lokanan and I. Aujla 

Introduction 

In 2011, the news came out that three senior executives from Olympus were covering up 

accounts to falsifying losses that amount to $1.7bn USD. Olympus is a Japanese manufacturing 

giant that specializes in optical imaging, laboratory and medical equipment and produces the 

following core products: microscopes, cameras, and medical devices. It was alleged that 

Olympus’ senior executives were involved in corporate accounting fraud stemming all the way 

back to  the early 1990s.  The fraud only came to light after a chief executive who has been with 

the company for over thirty years was dismissed and later disclosed to authorities the cover-up at 

Olympus. The executives at Olympus were all wealthy and from most accounts, were upstanding 

citizens. Fraud experts looking for answers for the Olympus frauds may ask the following 

questions: Why did Olympus’s executives falsify their books? Were their acts the results of 

behaviour that was learned and become rationalized overtime?  Were there changes in their life 

course that weakened their social bonds to society? Did the executives possess personal traits 

that reduced their concerns for condemnation and sanctions? Were they fulfilling some innate 

psychological fantasy? 

These are questions that no single strand criminological theory can answer. They are 

questions that have interrelated parts, that when combined, will assist researchers to understand 

the whole nature of frauds like Olympus.   Psychologists looking at the executives’ actions in the 

Olympus fraud will try to explain it through micro process variables (see Lokanan, 2017; 

Morales, Gendron, and Guénin-Paracini, 2014); sociologists may look at macro-structural factors 

for answers (Agnew, 2005; Donegan & Ganon, 2008; Lokanan, 2018); environmental 
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criminologists may be concerned with situational factors (Brantingham and Brantingham, 1993; 

Felson, 1998); and, developmental criminologists may look at the life-course perspective to 

explain the fraudulent actions of the executives (Sampson and Laub, 1993). Each one of these 

theoretical orientations will yield a different set of explanations to explain the actions of 

Olympus executives. At best, each of these single-strand accounts will lead to partial answers to 

the executives’ behaviour, which in most cases may be accurate. At worst, these one-dimensional 

explanations may ignore relevant issues and give a distorted picture of the etiology fraud.  

Cases such as Olympus have led fraud researchers to look for integrative ways to study 

the etiology of financial crimes (see Davis and Pesch, 2013; Lokanan, 2015, 2017, Morales et al., 

2014; Cooper, Dacin, and Palmer, 2013). The goal of which is to identify commonalities in 

theories that address individual differences in crime causation, while at the same time account 

for aggregate offending patterns over the life course. An integrated theory of crime causation 

must provide and explanation that is superior to any single strand or micro-theoretical 

explanations (Ackers and Sellers, 2009, Agnew, 2011) . Most commonly, theory integration is 

defined as 

the combination of two or more preexisting theories, selected on the basis of their 
perceived commonalities, into a single reformulated theoretical model with 

greater comprehensiveness and explanatory value than any one of its component 
theories (Farnworth, 1989, p. 95). 

 
 

This is to say an integrated theoretical framework incorporates variables from a wide array of 

disciplines to understand the complexity of fraudulent behaviour and to develop methods that 

can be employed to control it. The purpose of this essay is to present an argument for theory 

integration in explaining fraud. Fraud broadly defined in the accounting and finance literature is 

interpreted to mean acts involving the manipulation of financial accounting records and actions 
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involving theft and the embezzlement of funds for personal enrichment (Matthews, 2005, p. 520; 

Lokanan, 2017, p.905). In this regard, the primary focus of this paper is to examine the micro 

and macro variables of fraud that move beyond disciplinary differences. The intent is to evaluate 

whether integrative ways of looking at fraud have advantages over traditional one-dimensional 

explanation. 

The rest of this paper is structured according to the following format. I first outline the 

micro-psychological theories of crime causation. This is followed by a discussion of situational 

theory and its attempts to integrate both micro and macro theories in the explanation of crime. A 

brief discussion of theory integration is followed by a conclusion that highlights areas for future 

research. 

2. The Individual's Decision to Break the Law 

2.1  Rational Choice Model  

The individual as a decision maker may have many different simplifying strategies that 

are taken into consideration before taking a particular course of action. The adoption of one 

strategy over another is largely dependent upon the characteristics of the act and the 

characteristics of the decision to be made (Payne, 1982). The theoretical framework that captured 

this line of reasoning is rational choice theories (see Becker, 1968). Rational choice theorists 

argue that criminals will calculate the expected net utility of a criminal action against a non-

criminal action and chose the one that will maximize his or her net utility (Becker, 1968; Cornish 

and Clarke, 1987).  This assertion assumes “that actors weight costs and benefits of wrongdoing 

and embark on fraud when they conclude that the benefits outweigh the costs" (Cooper et al., 

2013, p.  443).  
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The most widely cited variant of the rational choice explanation is agency theory (Jensen 

and Meckling, 1976). Agency theory describes the principal-agent relationship between 

management and shareholders, with top managers acting as the agent, whose personal interest do 

not align with the company and shareholders’ interest (Albrecht et al., 2004, p. 111). This line of 

reasoning has its roots in economic models and posits that people are motivated by their own 

self-interest. As a rational actor, the individual will seek to maximize his or her own net utility in 

each situation. Given the option of whether to commit a crime or not, the individual’s decision 

will centre on the option that most increases his or her own net utility (p.111).  

An alternative to agency theory is stewardship theory. Stewardship theory posits that 

managers are viewed as stewards of their companies who chose to act in the interest of 

shareholders over the interest of self, regardless of incentives (Sundaramurthy and Lewis, 2003). 

Like agency theory, stewardship theory seeks the alignment of managers with the shareholders’ 

interests (Choo and Tan, 2007, p. 205).  In times when it is difficult to align the interest of 

managers with shareholders, managers may act with criminal intent and commit fraud  if they 

perceive such action to benefit the interest of shareholders (and by extension the ‘company’)  

(see Sundaramurthy and Lewis, 2003; Albrecht et al., 2004; Choo and Tan, 2007).  

An important aspect of the rational choice approach lies in the minds of the individuals. 

Many individuals are exposed to various pressures and opportunities to commit fraud but, despite 

this exposure, a significant number of individuals choose not to engage in fraudulent behaviour 

(Greve, Palmer, and  Pozner, 2010; Powers, 2013). Another way is to ask why some individuals 

take actions to distort financial results, while others in similar situations do not. Researchers have 

dedicated a great deal of effort to try and answer this question.  

http://www.sciencedirect.com/science/article/pii/S0155998207000063#bib26
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In the next sections, the following theories are addressed to provide readers with a basic 

understanding of why some chose to break rules and while some chose to abide by them (see 

Becker, 1963). The theories in question are control theory, low self-control theory, cognitive 

moral development and moral intensity. The intention is not to provide an exhaustive list of 

reasons why individual desist from committing fraud, but to provide readers with a general 

understanding of the usefulness of various theories in alerting researchers to the possibilities of 

fraud.  

2.2   Social Control Theories 

 One variant of decision-making theories attempting to understand offenders’ decision to 

commit crimes and to desist from committing crimes is social control theories. Hirschi (1969) 

was the first to put forward his innovative version of control theory. According to Hirschi 

(1969), virtually all criminology theories begin with a faulty fundamental promise: that criminal 

behaviour requires, in some form, the creation of criminal motivation (p. 57). Hirschi (1969), on 

the other hand, begins with an opposite premise: that all human beings, beginning at birth, have 

hedonistic drives to act in aggressive and selfish ways that lead to criminal behaviour (p. 57). 

These types of behaviour, Hirschi (1969) argues, are all part of human nature. The good part is 

that most people are law abiding citizens and are able to control these ‘natural’ urges. So for 

Hirschi (1969), rather than asking “why do people commit crime”, the question from the 

perspective of control theorists is “why don’t people commit crime”? (also see Ashforth and  

Anand, 2003; Akers and Sellers, 2004).  

The answer for Hirschi (1969) lies in the bonds that people make with prosocial values, 

people and institutions. It is these bonds that diminish an individual’s propensity to engage in 

criminal behaviour. Accordingly, these bonds come in four interrelated forms: attachment, 
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commitment, involvement and belief. Hirschi (1969) notes that attachment refers to the ties one 

has for prosocial others (family members, teachers, religious leaders, friends, co-workers) and 

prosocial institutions (school, clubs, place of worship) (p. 58).  Commitment represents the social 

relationships in which people invest their time and energy in and do not then want to jeopardise 

them by engaging in criminal behaviour (p. 58). Involvement relates to the opportunity costs of 

how people spend their time (pp. 58-59). It is argued that if people spend more time engaging in 

prosocial activities and furthering their bonds to others, they will have less time to engage in 

criminal activities. Belief refers to the degree to which one adheres to societal values associated 

with behaviour that confirms to the law; the assumption here is that the more important such 

values are to the person, the less likely he or she will engage in criminal behaviour (p. 59). These 

four elements of social control are said to interact and insulate the individual from engaging in 

criminal activities (Siegel and McCormick, 2006).   

 Gottfredson and Hirschi’s (1990) General Theory of Crime emerged from the evolution 

of Hirschi’s (1969) work on social control. While Hirschi’s (1969) control theory emphasised the 

individual’s bond to society as the insulating factor against criminality, the general theory of 

crime (also known as “low self-control theory”) posits that low self-control is “the primary 

individual characteristic causing criminal behaviour” (Gottfredson and Hirschi 1990, p. 111). 

Crime is seen as the individual’s inability to delay short-term desires to satisfy his or her 

immediate gratification. The individual’s decision to commit or desist from committing crime 

depends on the extent to which he or she is “vulnerable to the temptations of the moment” 

(Gottfredson and Hirschi 1990, p. 87). Individuals with low self-control are more likely to be 

vulnerable to “temptation of the moment” and engage in criminal behaviour because they fail to 

consider the negative or painful consequences of their actions (Gottfredson and Hirschi 1990, p. 
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95; Wikström and Treiber, 2007, p.  239). Thus, it is argued that individuals with the propensity 

to engage in criminal behaviour are said to have low self-control (p. 239).  

 The lack of self-control is traced back to inadequate child rearing and the social 

environment in which the individual was nurtured.  The social environment plays a key role in 

the cause of low-self control because “people naturally pursue their own interests and unless 

socialized to the contrary will use whatever means available to them for such purposes” 

(Gottfredson and  Hirschi, 1990, p. 117 ). Low-self control as a “summary construct of 

individual traits” is seen as the outcome of ineffective socialization in that “the characteristics 

associated with low self-control tend to show themselves in the absence of nurturance, discipline, 

or training” (Wikström  and Treiber, 2007, p. 239; Gottfredson and  Hirschi 1990, p. 95). The 

major cause of low-self control is traced back to the individual’s childhood where self-control 

differences (sometimes express in the form of impulsivity, insensitivity, and risk taking) can be 

attributed to the socialisation practices of the family (Siegel and McCormick, 2006, p. 286; 

Wikström and Treiber, 2007, p. 240). Throughout the individual’s life-course, it becomes 

difficult for the informal mechanisms (friends, family, neighbourhood, clubs and religious 

institutions) and formal mechanisms (school systems, government agencies and courts) of social 

controls to exert any influence to compensate for the deficiencies established very early in life 

(Gottfredson and Hirschi, 1990, p. 107). Thus, the main argument of Gottfredson and  Hirschi’s 

(1990) theory is that defective early childhood socialisation leads to poor self-control, leading in 

turn to involvement in crime because it makes the individual vulnerable to the temptation to 

undertake acts of fraud in the pursuit of self-interest (Wikström and Treiber, 2007, p. 240).  

2.3  Developmental and Moral Decision-Making Theories 
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Another variant of decision-making theories is moral development. Given that criminal 

laws represent a set of prescriptions against wrongdoing backed by the moral authority of the 

justice system, the ability to distinguish between morally acceptable and unacceptable behaviour 

is clearly relevant to understanding why some people choose to break the laws (Adams, 2004: 

318). Amongst the theories that make direct reference to moral development are Kohlberg’s 

(1969) stages of cognitive moral development. According to Kohlberg’s (1969) model, people 

develop in six stages. At the pre-conventional level, which includes stage one and stage two, 

laws are obeyed to avoid punishment and to serve the individual’s self interest (Adams, 2004: 

318).  In stage one and two, the focus is on short-term gains where the immediate cost and 

benefits among competing alternatives are prioritised over long-term consequences (Lord and 

DeZoort, 2001, p.  221). Thus, these stages predict that individuals will commit fraud if they 

believe it is in their best self-interest to do so. At the conventional level (stages three and four), 

individuals began to become aware of the universal system of laws that must be obeyed to avoid 

a breakdown of the system (Adam, 2004, p. 318).   

As individuals become aware of the effect of their actions upon others in stages three and 

four, the focus “shifts from a purely short-term, self-interested orientation to an orientation that 

considers the need to follow commonly accepted rules of good behaviour” (Lord and DeZoort, 

2001, pp.  221). In these stages, the individual may be influenced by the existence of peer 

pressure to engage in criminal activities by observing the actions of others in his sub-group (p. 

221). Finally, in the post-conventional level (stages five and six), individuals obey the law to 

promote the welfare of all people (Adam, 2004, p.  318). At these more advanced stages of moral 

development, individuals are expected to avoid committing crime because they would perceive 

such action to be a violation of universal moral principles that should not be broken (Lord and 
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DeZoort, 2001, p. 221). As the individual progresses through the levels of moral development, 

they move from a highly ego-centric perspective, where they are engage in acts to satisfy their 

immediate self interest, to one where they are expected to conform to social expectations, and 

follow general ethical principles. Thus, Kohlberg’s (1969) theory illustrates that individuals who 

decide to circumvent the laws operate at a lower level of cognitive moral development than those 

individuals who desist from circumventing the laws.  

Jones (1991) expands the moral decision-making models to shed light on the process that 

individuals go through when face with an ethical problem. Jones’ (1991) contingent model posits 

that ethical decision making is impacted upon by the moral intensity of the particular issue at 

hand (Murphy and Dacin, 2011, p. 615). Jones describes moral intensity as “a construct that 

captures the extent of issue-related moral imperative in a situation” (Jones, 1991, p. 372).  The 

relative importance of the ethical (moral) issue has “some bearing on the process that decision-

makers go through when faced with ethical dilemmas” (Crane and Matten, 2010, p. 164 

emphasis added). When individuals put themselves in the position of executives, they may think 

differently about a particular ethical issue compared to their general attitude towards unethical 

business practices. 

 Jones’ (1991, pp. 374-378)  model, unlike Kohlberg (1969), proposes that moral 

intensity is a multidimensional construct and identifies six factors (magnitude of consequences, 

social consensus, probability of effect, temporal immediacy, proximity, and concentration of 

effect) that will be positively related to ethical (moral) decision-making and behaviour (Cohen 

and Bennie- Martinov, 2006, p.  2). For Jones, the magnitude of consequences is defined as the 

aggregate harm/benefits to victims/beneficiaries. Social consensus is described as the degree to 
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which people agrees to the goodness or evil associated with the proposed act. The probability of 

effect is described as the likelihood of the occurrence of an act and the harm (or benefits) 

associated with the act. Temporal immediacy is defined as the length of time between the act and 

its consequences. Proximity is the degree to which the actor can identify (or the feeling of 

nearness) with the victims or beneficiaries, and concentration of effect is described as the degree 

to which the costs of benefits of the action is concentrated heavily on a few or lightly on many 

people (Jones, 1991, pp. 373-378).   

Concordant with Jones (1991), all six components of the moral intensity model represent 

the characteristics of a moral issue and are interlinked with each other. The combined effect of 

this dimension determines the moral intensity attached to a particular issue. The decision to act is 

evaluated according to the situation; as such, an evaluation of the situation is vital to 

understanding individual’s decision to behave ethically or not (Marshall and Dewe, 1997). Jones 

(1991) insinuates that as the perceived level of intensity increases for each component, so too 

does the moral intensity. The emphasis is on the situational and direct impact that the crime has 

on each stakeholder. In this sense, moral intensity relates to the degree to which the stakeholders 

are affected by the crime and attempts to capture, ‘‘the extent of issue related moral imperative 

in a situation” (Jones, 1991, p.  372). The dimensions of moral intensity have often been related 

to fraud in that the individual’s collective assessment of these dimensions influences his or her 

moral intention and judgement in committing or desisting from committing the act (Ashforth and 

Anand, 2003, p. Murphy and Dacin, 2011; Murphy,  2012). Follow-up research conducted on 

this framework found that the first three categories (magnitude of consequences, social 

consensus and probability of effect) have a more influential effect upon the overall moral 
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intensity than the last three (temporal immediacy, proximity and concentration of effect) (Frey, 

2000; Andrews, Baker, and Hunt, 2011). 

As well as the individual’s decision to offend, fraud depends on the interrelated dynamics 

of the institutional and structural variables that contribute to offending behaviours (Cooper et al., 

2013; Morales et al., 2014).  If the occurrence of fraud is treated as a phenomenon that is socially 

constructed, it becomes apparent that situational and organizational factors must be part of the 

discourse (see Gabbioneta, Greenwood, Mazzola, and Minoja, 2013). An understanding of the 

construction of fraud as a process which occurs within organizational structures can provide 

valuable insights of the operating environment of a company before and after fraud is discovered 

(Brytting, Minogue,  and Morino,  2011, p.  34). The key is to unpack the politics of this learning 

to gain insights on how knowledge is acquired, produced, consumed and regularised.    

3. The Institutional and Societal Context of Fraud 

The construction of the lone wolf predator fraudster in the accounting literature is 

presented with a moral dimension that is articulated with reference to risk taking (Power, 2013; 

Davis and  Pesch, 2013) and the cost associated with taking those risks (Reffert, 2010).  The 

individualistic perspective of crimes ignores structural theories of motivation and works to 

exonerate environmental characteristics (Lokanan, 2015; Morales et al., 2014). In so doing, the 

institutional and social forces nurturing financial crimes escape scrutiny (see Choo and Tan 

2007; Coleman 1985; Cooper et al., 2013; Lokanan, 2015). The structural explanation considers 

crime to be less the result of individual deviance and more the cause of societal forces (Coleman, 

1987; Donegan and Ganon, 2008). To become criminogenic means that the individual has 

acquired moral rules and associated traits that support fraudulent conduct (Free and Murphy, 

2013; Gabbioneta et al., 2013). More specifically, when peoples’ development and changes 
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become favourable to norm-violating acts,  the likelihood that they will come to see acts of crime 

as an action alternative and choose to carry it out increases (causes of the causes) (Albrecht et al., 

2004; Donegan and Gagon, 2008; Dorminey, Fleming, Kranacher, and Riley, 2012). 

Taken together, financial crimes can be understood as a type of moral action and can be 

explained as such.  The propensity of individuals to engage in financial crimes and the conditions 

of existence, have their roots in a constellation of rules, conditions, and logic that are themselves 

constitutive of the financial industry. Individuals develop particular propensities to engage in 

financial criminality because of a reified sphere of activities operating according to moral rules, 

which allows them to see and choose crime as viable action alternatives in particular 

circumstances. The choice to intentionally engage in criminality, whether habitual or deliberate, 

depends on the individual’s socialization and level of involvement in behaviour with 

criminogenic traits, and whether or not he or she is capable of inhibiting the impetus and exhibit 

self-control from breaking the rules. In the final analysis, individuals who break the laws are 

exposed to experiences that makes them susceptible (to fraud related) moral influences from the 

setting in which they are a part of. They are exposed to action relevant features of the setting, 

which is shaped and informed by contextual factors that can have an influence on their 

propensities to engage in financial crimes.  

3.1 Situational Action Theory 

One such theory that encapsulates structural theories of financial crime is situational 

action theory (SAT).  SAT allows researchers to shift attention from the individual level of 

analysis to the routines of interaction, environmental design, and collective behaviours and 

incentives that lead to fraud (see also Morales et al., 2014; Power, 2013). The goal of such an 

integrated approach is to present a more holistic theoretical framework that recognises the value 
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of relational connection between individuals in understanding the realities of fraud. This 

perspective offers a unique contribution to understand crime by merging the relational context 

(as discussed by Gottfredson and Hirschi, 1990, pp. 15-44) of one type of crime to another in 

criminological related issues. It is the recognition of this unique epistemology that opens a 

window of opportunity on how standard setters should view and apply strategies to detect red 

flags of fraud (Davis and Pesch, 2013; Williams, 2013).  

Perhaps more important is that while the fundamental principles of SAT are intuitive, it is 

by no means presented as the holy grail of fraud theories. Rather, SAT is part of the ongoing 

scholarship to encourage debate as we work together to tweak existing theories (Anand, Dacin, 

and Murphy, 2014) or create new theories that capture the vast array of how fraud is perpetrated 

(Braithwaite, 2013; Donegan & Ganon, 2008). For example, a group of fraudsters in a 

criminogenic environment may break the law because they judge it to be morally wrong or 

because they think it does not apply in the particular moral context from which they are 

operating (see Albrecht et al., 2014; Cohen, Ding, Lesage, and Stolowy, 2010; Davis and Pesch, 

2013). Here, the individuals’ decisions to break the law are results of the direct lack of 

correspondence between their moral values and the law in a given context (Bouhana and 

Wikström, 2008, p. 6). SAT seeks to understand why this lack of correspondence between moral 

rules and individual moral values occurs and leads to rule violation (p. 6).  

These propositions are valuable, not only from a theoretical standpoint, but from a 

policy–making perspective. Based on the empirical studies on SAT, the main reason why people 

commit crime is because their crime propensity (low morals and low level of self-control) 

interacts with elements present in criminogenic environments (i.e., the wider structural setting). 

Indeed, since most of the research on SAT focuses on general criminality, not much has been 
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done in the area of financial fraud. The objective of this paper is to move through these 

subterranean clusters of applying SAT in cases of general criminality to an understanding that 

excavates systems of actions, which are driven by the nexus of connection between the moral 

habits and the environmental characteristics of financial frauds. As an action-based theory of 

crime causation, SAT offers a useful analytical and conceptual framework for studying the 

causes of financial fraud in corporate settings. In this regard, an understanding of the moral 

contextual features and structural environment in which individuals operate may offer new 

insights into the aetiology of financial criminality. 

3.2 The Move towards Integration 

The individual explanation of fraud focuses on individual characteristic and the frail 

morality of the offender (Lokanan, 2017; Morales et al., 2014). In doing so, the structural 

element of fraud is exonerated in place of a micro-level explanation of fraud risks (Cooper et al., 

2013; Price and Norris, 2009). The individualized focus on the elements that constitute fraud 

risks leads to prevention efforts being constructed around a framework to control risks that ensue 

from the individual’s alleged frail morality (Morales et al., 2014, p. 170; see also Choo & Tan, 

2007; Dorminey et al.,2012;  Lokanan, 2015). A more integrated explanation is needed to 

connect the various propositions from both individual and structural theories of crime causations.  

A useful place to begin is to consider the ways of integration. Barak (2002) notes that in 

the study of crime and deviance more generally, theories can be integrated in two ways – bodies 

of theories (modernist integration) and bodies of knowledge (post-modernist integration). 

Modernist approaches to theoretical integration look for cause-and-effect prediction and are 

divided into two camps: propositional and conceptual.   Propositional integration relates the 

proposition from different theories to see if they are incompatible or not (Bernard and Snipes, 
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1996, p.  308). That is to say, propositional integration links the main components of theories by 

conceiving the causal variables in some theories as outcome variables in other theories (Barak, 

2002). Propositional integration can either be “end-to-end” (sequential) or “side-by-side” 

(parallel) (Hirschi, 1989).  

“End-to-end” integration gives preference to various components involved and assumes 

that there is a linear relationship in operation (Barrak, 2002). The independent variable owned by 

one theory (e.g., social control variables like parental attachment and school commitment) 

caused the dependent variable owned by another theory (e.g., association with delinquent peers) 

(Agnew, 2005, p.  63). “Side-by-side” integration refers to the separation of issues in crime and 

deviance into cases that can be explained by different theories. This type of integration “involves 

deciding which theories best explain which types of deviants (e.g., by race or gender) or which 

types of deviant behaviour (e.g., property or violent offences)” (Bernard and Snipes, 1996, p.  

58).  

Conceptual integration links the concepts from one theory to the concepts of another 

theory concluding that while the words and terms are different, the theoretical meanings and 

measurements are similar (Bernard and Snipes, 1996, p. 308). Conceptual integration sees casual 

linkage among theories as “up-and-down” (deductive) (Hirschi, 1989). Up-and-down integration 

is the classic form of theoretical integration. This type of integration synthesizes related theories 

into a new theoretical product (Barak, 2002) as it likens the concepts of one theory to the concept 

from another, concluding that the theories themselves are similar (Bernard and Snipes, 1996, p.  

308).  

Postmodern integration rejects scientific rationally in the pursuit of knowledge (Henry 

and Milovanovic, 1999; Cowling, 2006). Postmodern integration is not too concern with the 
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scope and magnitude with which it accounts for the causes of the social phenomena; rather, it 

“seeks … to understand the manifold and ever-changing ways in which disparate groups 

communicate and give meanings to local sites of crime, justice, law, and community”(Arrigo, 

1995, p. 465).  In this regard, postmodernist integration is more concerned with “bodies of 

knowledge” than with “bodies of theories.” Rather than focusing on cause and effect prediction 

of criminality, postmodern criminology is concerned with how stereotypical words, thoughts, 

and conceptions limit our understanding, and how crime develops from feelings of being 

disconnected and dehumanized (Cowling, 2006). Postmodern integration therefore does not 

presume to understand the conditions or causes of criminal behaviour by offering a 

homeostatically based integrative model or a rigidly specialized theory (Arrigo, 1995, p. 465); 

rather, they are more concern with integration that “represents a broad gauge approach to crime 

and deviance” (Barak, 1998, p. 15).  

 
4.  Conclusion 

 

Financial fraud involves acts of dual rule breaking to the extent that perpetrators breach 

rules that harm themselves as well as broader society. Structural theories are well positioned to 

handle both these dimensions of behaviour by inquiring why perpetrators come to perceive 

harming themselves (in the process of committing crimes that harm others) as an action 

alternative (Bouhana and Wikström, 2008). It is expected that this exploration will unearth the 

criminal propensity of offenders and allow regulators to design appropriate intervention and 

prevention strategies to address financial misconduct. By focusing on analysing (theoretically) 

and researching acts of financial misconduct as moral action, structural theories can substantially 

advance our knowledge of the causes and prevention of financial fraud (Bouhana and Wikström, 

2008, p. 44). Interdisciplinary researchers should make it a priority to utilise structural theories to 
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address individual differences in financial fraud causation, while at the same time accounting for 

aggregate offending patterns. A renewed look at crime control policies needs to focus on 

prevention as opposed to after-the-fact intervention that ignores the environmental characteristics 

of crime causation (Choo and Tan, 2007; Cooper et al., 2013; Donegan and Gagon 2008; 

Lokanan, 2015).  

As Braithwaite (2013) so eloquently put it, the general explanation of fraud needs as 

many theories as possible, in the hope that one will break through and upon which fraud 

detection and prevention techniques will then be based. In this respect, the paper provides an 

opportunity to explore the relationship between the individual’s crime propensity, criminogenic 

exposure, and the involvement in financial fraud through a situational model and to probe its 

significance as a precursor to address future misconduct.  

The study of financial fraud needs as many proposals as possible with the hope that one 

will break through and provide new insights into its causes as well as tools for fraud detection 

and prevention (Donegan and Gagon, 2008). Such proposals must consider both the individual 

(propensity) and environmental (inducement) characteristics because it is evident that no single 

strand of theoretical orientation can give a complete explanation for all types of criminality 

(Cooper et al., 2013; Donegan and Gagon, 2008; Lokanan, 2015a; Morales et al., 2014). Moving 

forward, critical accounting research must concern itself with a theoretical tack that seeks to 

define financial fraud as moral actions, using both micro-psychological and macro-sociological 

variables. This task is better left to interdisciplinary researchers who are encouraged to “sweep 

across the disciplines” (Braithwaite, 2000, p. 235) and incorporate insights from the sociology, 

criminology, socio-legal studies, political science, accounting and finance literature to the study 

of financial fraud (Williams, 2008, p. 493). Digging into these substantive areas will connect 
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various propositions, concepts and “bodies of knowledge” and expand the theoretical depth and 

range of scholarship on the etiology of financial fraud. This form of scholarly inquiry is 

particularly relevant as it traverses various fields and addresses the narrowness and rigidity so 

evident in the explanations of financial misconduct (Cooper et al., 2013;  Donegan & Ganon, 
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