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This theoretical article addresses the fraud triangle and fraud diamond as explanations for fraudulent crimes. 

In the 1930s, Sutherland defined Sutherland fraud as a unique act, committed for personal gain, and called it 

“white-collar crime”. The most famous theory on this crime is Cressy’s model of the 1950s, 'the fraud triangle, 

with three vertexes influenced by the psychology of fraud: the first two include the opportunity to obtain 

personal incentives and low chances of being caught and perceived pressure, both motivating behavior and 

rationalization - the moral justification of fraud. When all three meet, fraud may occur. Opportunity, pressure, 

and justification derive from educational methods and beliefs developed over time and ingrained in the minds 

of fraud offenders. In 2004, researchers Wolfe and Hermanson realized that the 'fraud triangle' failed to address 

the important factors that motivated the fraud and introduced the 'diamond fraud,' adding the fourth vertex-

capability, defining the ability and skills needed to perform a fraud offense, without which the act could not 

take place. These theories are universally significant in various countries and societies. 

 

1. Introduction  

A cyber hacker draining off millions from online 

accounts; a head of an international corporation paying 

off government officials to look the other way, while 

he manipulates the books; a former presidential 

advisor acting on behalf of an election campaign 

stealing Facebook information and using it to swing 

votes; a banker who promises high returns to investors, 

embezzling their funds for his use and losing hundreds 

of investors transactions. These are white-collar 

crimes that are part of a capitalist society (Goode, 

2023). 

This theoretical article presents the subject of 

fraud, white-collar criminals, the fraud triangle, and 

the fraud diamond theories. 

According to Anand et al. (2015), fraud is a unique 

offense. White-collar crimes disrupt the economy, 

increase the gap between wealth and poverty, erode 

trust, and take time and resources away from people, 

and thus, they seriously damage society (Ford, 2007). 

A study that investigated fraudulent financial reports, 

defined as the intentional misrepresentation of a 

corporation's financial statements, or financial 

disclosures, found that between 1998 and 2007, the 

347 public corporations in the United States that were 

studied suffered a cumulative 120 billion dollars loss 

(Beasley et al., 2010). 

Fraud cases in institutions as well as in businesses 

continue to rise at an alarming rate and employers have 

tried to identify the factors causing employees to 

commit fraud (Albrecht et al., 2008; Cohen et al., 

2010, Murphy & Dacin, 2011; Wells, 2001, 2008; 

Zawawi et al. 2008). Most relevant studies rely solely 

on the 'Fraud Triangle' (FT) and the 'fraud diamond' 

theories. 

2. Theoretical foundation 

2.1. Fraud and White-Collar Offenders – Theories 

and Research 

Fraud is a unique offense type (Anand et al., 2015). 

For several decades, academic and professional 

literature has shown great interest in the idea of fraud 

or more generally in the "dark side" of organizations 

(Vaughan, 1999). 

Sociologist Edwin Sutherland first used the term 

'white-collar offense' in 1939. Sutherland's book 

"White-collar Criminality" published 10 years later, is 

still regarded as a genuine breakthrough in studying 

the phenomena (Sutherland, 1949). Non-violent 

deception for monetary gain is known as 'white-collar 

crime' (Blickle & Schlegel, 2006). 
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Edwin Sutherland (1883–1950) introduced the 

Differential Association theory in his criminology 

textbook (Sutherland, 1939). It is also referred to as 

learning theory, which rapidly became prominent in 

the study of deviance. Sutherland explained why 

certain social circles uphold particular criminal 

traditions and why different groups of individuals 

observe particular delinquency norms. Sutherland also 

explained why some people are more likely than 

others to engage in illegal activity, which he described 

as 'Differential group association'. Sutherland offered 

a thorough explanation of the mechanisms leading to 

personal criminal behavior. This idea states that 

people are capable of learning. Learning behavior is 

sometimes normative and at other times - criminal.  

The theory's first and most basic claim states that 

criminal and deviant behavior is learned rather than 

inherited. According to Sutherland, very few people 

happen to find or create ways to violate the law. 

Instead, these are imparted from one person to another 

through a genuine learning process. Sutherland argued 

that learning to commit crimes is a direct and 

normative process similar to learning to speak or get 

dressed. The second assertion posits that the major 

origin of criminal and deviant behavior acquisition is 

direct, interpersonal, face-to-face contact with close 

acquaintances. Unlike in the past, viewing movies, 

reading books, or being exposed to television no 

longer typically drives criminal activity. Early 

initiation and consistent maintenance contribute the 

most to this learning process. The theory posits that 

individuals likely to exhibit deviant behavior are those 

exposed to close persons' positive depictions of or 

actual criminal conduct. 

The theory gained much criticism. In time, even 

one of its most ardent supporters, Donald Cressey 

(1953), acknowledged that Sutherland had not been 

exact in explaining the differential association process. 

Cressey's book's secondary title, 'a study of the social 

psychology of embezzlement' testifies to his approach. 

According to Cressey, embezzlement did not become 

'the offense of which one is accused' but also similar 

types of fraud, to which he referred as 'criminal breach 

of trust' (Cressey, 1973). 

As vague and untestable, the idea has drawn 

criticism from scholars such as Sutherland and 

Cressey (1978) and Conklin (1998). By adding more 

elements and variables to the process, alternative 

formulations of the learning theory, as it is known, 

have addressed these and other criticisms (e.g., Akers, 

1998). However, rather than being examples of the 

original learning theory, this technique frequently 

strayed far from Sutherland's original vision, turning 

these concepts into more eclectic theories. Subsequent 

improvement efforts with practical definitions 

(Burgess & Akers, 1966; DeFleur & Quinney, 1966) 

have not resolved its ambiguity regarding assessing 

the relationship between definitions that support and 

those opposing breaking the law.  

The idea that crime, law-breaking, and deviance 

are directly learned in certain social circles was 

embraced and developed by several researchers.  

2.2. Why Do They Do It? 

2.2.1. Means, Motives, and Opportunity - The 

Fraud Theory 

One of the most important elements in 

understanding fraud is the FT. Unsurprisingly, the 

three elements that make up the FT - motives, 

motivation, and opportunity - are influenced by the 

psychology of fraud perpetrators. After all, personal 

incentives and perceived pressure drive human 

behavior, and the need to rationalize wrongdoing and 

fraudulent behavior is defensible (Schuchter & Levi, 

2014). Several theories have offered explanations for 

the topic of fraud. The two most well-known are 

Cressey's (1953) Fraud Triangle Theory (FTT) and 

Wolfe and Hermerson's (2004) Fraud Diamond 

Theory (FDT).  

2.2.2. The Fraud Triangle 

Cressey's research emphasized embezzlement 

instances and relied on interviews with embezzlers, 

presenting the 'undistributable problem' as the origin 

of crime. He hypothesized that three conditions must 

be met for someone to attempt to erode financial 

confidence: stress, opportunity, and reason for 

committing fraud. Hence, the fraud triangle (FT) 

(Cressey, 1953). 

When trustworthy individuals believe they face an 

un-distributable financial issue, know that this can be 

resolved covertly by going against the financial trust 

position, and use their behavior in this scenario to 

modify their self-perceptions as trustworthy 

individuals with the use of entrusted money or assets, 

they become untrustworthy (Cressey, 1973). 

Fraud pressure, according to Cressey, is the 

perception of an unmet financial need. By this, he 

implied that a trusted employee's decision to commit 

fraud is not solely motivated by financial pressure. He 

argued that the first triangle part is ultimately these 

"depriving" feelings that come with stress related to 
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money, the embarrassment that comes with the 

inability to pay bills, or the shame that comes with the 

possibility of enforcement of legal means. Opportunity 

is a state whereby an individual can commit fraud and 

achieve better financial standing. Awareness develops 

when people realize that utilizing workplace theft can 

resolve their issues. Cressey asserted that the majority 

of people have learned how to perpetrate fraud either 

through regular job encounters or during their training. 

Rationalization refers to justifying fraudulent actions 

in light of one's self-perception (Cressey, 1973; Laub 

1983). Thus, defending unlawful personal financial 

use while maintaining the 'a good person' sense of self. 

2.2.3. The Relationship Between the Fraud 

Triangle and Corporate Fraud  

Christian et al. (2019), also addressed the FTT by 

addressing situations arising under pressure, possibly 

leading to fraud: external pressure, financial need, and 

financial goals. Opportunity consists of three 

conditions: an organization's nature, ineffective 

supervision, and organizational structure. 

Rationalization is the case when fraud offenders 

justify their actions. The FTT has a significant impact 

on the occurrence of corporate fraud (Christian et al., 

2019). 

Figure 1. 

The Fraud Triangle (Cressey, 1953) 

 

A study conducted on white-collar criminals in 

Switzerland and Austria found that contrary to 

findings in the literature, only opportunity is required 

for committing white-collar crime. Interviews 

revealed that criminals perceived opportunity and the 

organizational element that activates high pressure as 

a fertile ground for fraudulent behavior. Most 

offenders indicated stress as the most relevant FT 

factor responsible for their crimes. Financial incentive 

is not required as a motivating element. 

Rationalization is often too simplistic; the delinquent 

has an inner voice before committing the crime and a 

guilty conscience after it (Schuchter & Levi, 2014). 

A study emphasizing a specific vision of fraud 

characterizing how the FT was achieved and 

communicated through formal discourse. The 

researchers focused on a chain of translations 

surrounding the triangle. They found that the FT was 

a knowledge base that creates an abundance of 

translations and achieves a better professional grip on 

an elusive and fundamentally complex phenomenon. 

The researchers argued that most articles presented 

fraud committed by people acting alone. The study 

revealed two main lines of thinking that bring the FT 

to light (Morales et al., 2014). 

Christian et al. (2019) conducted a study in 

Indonesia, analyzing possible causes of corporate 

fraud through secondary information and diverse fraud 

approaches. They found empirical evidence that each 

fraud theory version can be studied for its significant 

effect on corporate fraud only by using secondary data 

that is not freely accessible to the public. The study 

suggested that all fraud theories (the FT, fraud 

diamond, and fraud pentagon) can be used effectively 

to identify corporate fraud possibilities. The 

researchers maintained that fraud is often composed of 

individual moral flaws for which organizations are 

responsible. Furthermore, anyone can succumb to the 

temptations of immorality and commit fraud. The 

analysis indicated that the FT articles emphasized 

individual over sociological explanations identifying 

its causes in institutional and structural arrangements. 

The FT focuses on individual morality's fragility and 

bases the organization's duties on controlling 

'individuals at risk.' This is a reliable way for fraud 

experts to speak authoritatively and intervene in 

specific ways in organizational fraud. 

In the realm of public service, in a study conducted 

in Nigeria, Abdullahi and Mansor (2015) examined 

the significant links between the FT components and 

fraud in the fight against rampant fraud in the Nigerian 

public sector. He found various factors linked to 

committing fraud, e.g., the greed of high-profile 

government officials and the low standard of living 

standard of lower-ranking officers. Components of the 

FT: motivation and economic pressure leading to 

"greed." Fraudsters in Nigeria were often high-profile 

government officials, wealthy enough but desperately 

needing to accumulate additional wealth by 

defrauding public funds. Perceived opportunities and 

rationalization - the fraudsters could bypass 

organizational internal and external controls owing to 

their positions of power. In most cases, they created 

the opportunities themselves as senior government 

officials. They use their power and connections to 

justify their evil deeds. 
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In the field of education, a study that examined the 

determinants of academic fraud behavior from the 

perspective of the FT, fraud diamond, and fraud 

pentagon among students specializing in economics 

education successfully explained the pressures, 

opportunities, and rationalization concepts of the FT, 

which positively and significantly influence students' 

academic fraud behavior. However, this study failed to 

validate the fraud diamond and the fraud pentagon 

(Mushin, Kardoyo &. Nurkhin, 2018).  

2.2.4. The Fraud Diamond Theory 

Further to extending FTT, Wolfe and Hermanson 

(2004) presented the fraud diamond theory (FDT). 

They felt that FTT neglected to address several crucial 

aspects related to the components that precede the 

fraud act. Therefore, they suggested adding a fourth 

one: 'capability of a potential cheater' to supplement 

the three FTT vertexes. They described these as 

personal traits and skills a person needs to perpetrate 

fraud.  

They postulated that, even in the absence of the 

required aptitude and competencies, an individual may 

have intention, opportunity, and justifications as to 

why commit fraud. Even while temptation, 

opportunity, and justification can be encouraging 

factors that pave the way to taking advantage of the 

opportunity and committing fraud offenses. However, 

these must also include the capability to recognize the 

'open door' as an opportunity and benefit from it by 

walking through it. This is the fourth vertex, and the 

model is known as the FDT.  

Instead of seeing a fraud possibility as a situational 

or environmental issue, the FDT seeks to examine 

fraud prospects more closely. These points describe a 

person capable of fraud: (1) Holding a position within 

an organization enables seizing opportunities that may 

not be accessible to other employees. (2) Capability to 

identify a 'gap' in organizational control, and use this 

knowledge to commit the offense. (3) Possessing a 

"big ego" that translates into believing one can carry 

out an act without being discovered, and that if caught, 

one can get away with it. (4) Having a charismatic 

personality enables one to 'recruit' someone for 

support or cover up the offense. (5) Being a good liar. 

(6) Having good stress management skills 

Wolfe and Hermanson asserted that by including 

the fourth vertex, capability, the triangle may be 

enhanced to predict better and prevent corporate fraud. 

Corporate fraud offenses are often quite common, and 

cannot transpire in an organization unless the 

circumstances allow it, and an individual with the 

necessary skills exploits the situation.  Opportunity, or 

incentive, creates avenues for fraud; pressure, and 

rationalizations, pushing someone to commit fraud 

(Christian et al., 2019). Potential fraud offenders are 

mainly individuals who must understand, and use the 

organization's accounting system and supervision 

weaknesses (Kassem and Higson, 2012). The 

capability to commit fraud is inherent in some people, 

who are wide-aware of opportunities in the 

organizational environment, pushing them to act. 

Wolfe and Hermanson (2004). described fraud 

offenders as individuals who are aware of 

opportunities.  

Ngosa and Mwanza's (2021) research on 

integrating FDT as a framework for predicting fraud 

in Zambia's general education sector echoes the 

findings of previous studies. In particular, fraud is 

more likely to occur when opportunity, pressure, 

rationalization, and perceived capability interact. FDT 

assumptions were investigated when fraudsters faced 

a certain pressure perceived in opportunities, 

rationalization, and capability (Albrecht et al., 2008; 

Kelly & Hartley, 2010; Manurung & Hadian, 2013). 

Moreover, the study determined that financial actors 

do not appear to have potential obligations to act 

honestly. They seem unconcerned about their actions 

towards another party who is decent and can judge the 

act. They care less because they are unwilling to be 

accountable for their actions (Kruger, 2000). They 

care less about the consequences of their actions 

(Sauser, 2007; Vance et al., 2013, 2015). 

Figure 2. 

The Fraud Diamond (Wolfe & Hermanson, 2004) 

 

A study examining the FDT concluded that 

fraudulent behavior is based on pressure, opportunity, 

rationalization, and capability. However, with the 

application of local ethical values based on wisdom, 

this behavior can be minimized - all the pressure, 

opportunity, rationalization, and capability a person 
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has to commit fraud can be minimized as long as the 

person has good thoughts, words, and behavior 

(Sujana et al., 2019). 

3. Conclusions 

The theories and studies reviewed shed light on 

fraud offenders and offer explanations through the 

Fraud Triangle and the Fraud Diamond. They 

highlight the possible reasons for committing fraud, 

predominantly related to financial gain. The FTT 

presents pressure, opportunity, and rationalization as 

potential reasons for committing fraud. FDT adds the 

element of the offender's capability, providing a 

deeper explanation for committing the crime, i.e., in 

addition to pressure and motivation, opportunity, and 

rationalization, anyone who intends to commit fraud 

must have the capability and skills to do it. 
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