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SIX 
BEHAVIORAL 
RED FLAGS 

1. Living beyond 

one's means 

2. Financial 

difficulties 

3. Unusually close 

association with a 

vendor or customer 

4. Excessive control 

issues or 

unwillingness to 

share duties 

5. Recent divorce or 

family problems 

6. A general 

“wheeler-dealer” 

attitude involving 

shrewd or 

unscrupulous 

behavior 

 

Fraud can be especially 

devastating to small businesses. 

These organizations typically 

have fewer resources to both 

prevent and recover from a 

fraud, and they often require an 

increased level of trust in 

employees due to a lower ability 

to implement robust anti-fraud 

controls. 

Individuals who are engaged in 

occupational fraud schemes 

often exhibit certain behavioral 

traits or warning signs associated 

with their illegal activity. In the 

ACFE's 2018 Report to the 

Nations, survey respondents 

were presented with a  

list of 17 common behavioral 

red flags and asked to identify 

the red flags that had been 

displayed by the perpetrator 

before the fraud was discovered. 

The most common six 

behavioral red are listed in the 

column to the right. 

While the presence of these red 

flags doesn't imply that fraud is 

being committed, understanding 

and recognizing the behavioral 

red flags displayed by fraud 

perpetrators can help 

organizations detect fraud and 

mitigate losses. 

 

RED FLAGS OF FRAUD 
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Answer: a.  MEN 

Men commit fraud 69% of the time, while females 
commit fraud 31% of the time. This is due to males 

having higher levels of authority and having the 
opportunity to commit fraud. 

 

 

The median loss of the 2,690 

frauds covered in the report was 

$130,000, but businesses with 

fewer than 100 employees 

suffered a median loss of 

$200,000, nearly double that of 

the $104,000 median loss reported 

for companies with 100+ 

employees. 

Fraud is a particularly painful 

problem for smaller businesses 

because they have fewer resources 

with which to withstand 

occupational fraud, which refers 

to crimes committed against the 

organization by its own 

employees, directors, or officers.  

Hotlines provide perhaps the 

most vivid example of how the 

lack of a control makes small 

businesses more vulnerable to 

fraud. Tips were by far the most 

common initial detection method 

for frauds in businesses with 

100+ employees at 44%, while 

only 29% in small businesses. 

Small businesses typically have 

fewer anti-fraud controls than 

larger organizations, leaving them 

more vulnerable to fraud. Lack of 

controls contributed to only 25% 

of frauds at larger businesses, it 

accounted for 42% of frauds at 

small businesses. 
 

Small Businesses Lose Almost Twice as Much Per Scheme to 

Occupational Fraud 

TYPICAL LOSS FROM FRAUD 

WHO IS MORE 
LIKELY TO COMMIT 

FRAUD? 
a. MEN 

b. WOMEN 

LIKE US ON FACEBOOK! 

 

http://www.facebook.com/taylorcpafirm 
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