
Small Business Fraud Is Costly

U.S. or ga ni za tions lose an es ti -
mated 7 per cent of their an nual rev e -
nues to fraud—but dam ages are more 
among small busi nesses, ac cord ing to 
a new study.

The me dian loss suf fered by or -
ga ni za tions with fewer than 100 em -
ploy ees was $200,000, higher than
the me dian loss for any other cat e -
gory among fraud cases de tailed in
the sur vey, ac cord ing to a re port by
the As so ci a tion of Cer ti fied Fraud
Ex am in ers (ACFE).

The study also found that check
tam per ing and fraud u lent bill ing were the most com mon of
all small busi ness fraud schemes. In fact, more than one-
fourth of all small busi ness frauds in the sur vey in volved
check tam per ing, mak ing it a much more com mon method of
fraud than in larger or ga ni za tions. Check tam per ing com -
monly oc curs in sit u a tions where du ties over the cash dis -
burse ment func tion are not sep a rated.

Fraud Management Tips

The ACFE rec om mends a few sim ple steps a small busi -
ness can take to iden tify and ef fec tively man age po ten tially
costly fraud losses.

l Be Proactive. Establish and maintain internal controls
specifically designed to prevent and detect fraud. Adopt
a code of ethics for management and employees. Set a
tone at the top that the company will not tolerate any
unethical behavior.

l Establish Hiring Procedures.
Every company, regardless of size,
can benefit from formal employment 
guidelines. When hiring staff,
conduct thorough background
investigations. Check educational,
credit and employment history, as
well as references. After hiring,
incorporate evaluation of the
employee’s compliance with
company ethics and antifraud
programs into regular performance
reviews.

l Train Employees in Fraud Prevention. Once
carefully-screened employees are on the job, they
should be trained in fraud prevention. Are employees
aware of procedures for reporting suspicious activity by 
customers or co-workers? Do workers know the
warning signs of fraud? Ensure that staff know at least
some basic fraud prevention techniques.

l Conduct Regular Audits. High-risk areas, such as
financial or inventory departments, are obvious targets
for routine audits. Surprise audits of those and all parts
of the business are crucial. ACFE’s Fraud Prevention
Check-Up is available under the Fraud Resources tab at
www.acfe.com. It can help to identify fraud risks and
establish a strategy to prevent such losses.

l Call in an Ex pert. For most firms, fraud ex am i na tion is 
not a core busi ness com po nent. When fraud is
sus pected or dis cov ered, en list the anti-fraud ex per tise
of a Cer ti fied Fraud Ex am iner (CFE).

2008, No. IV



How Financially Secure Are
Your Insurance Providers?

In de pend ent in sur ance agents can help con sum ers an a lyze the
safety and sta bil ity of their in sur ance cov er age. Given re cent events in
the news in volv ing Amer i can In ter na tional Group Inc., con sum ers have
many ques tions re gard ing the sta bil ity of their own in sur ance pro vid ers. 
There has been no in for ma tion re ported to in di cate that the chal lenges
faced by the AIG sit u a tion will have a dom ino ef fect on the in sur ance
in dus try, and vir tu ally all ex perts agree that the in sur ance in dus try, as a
whole, is fi nan cially se cure. Con sider the fol low ing when eval u at ing
the sta bil ity and sound ness of your in sur ance cov er age:

n Fi nan cial Strength: Dis cuss the fi nan cial strength of your in -
sur ance com pany with your in de pend ent in sur ance agent. In -
sur ance com pa nies are rated on this, and your agent can ac cess
that in for ma tion. This rat ing is an in de pend ent opin ion of an in -
sur ance com pany’s fi nan cial strength and its abil ity to meet its
on go ing pol i cy holder and con tract ob li ga tions. There are a
num ber of fac tors that con trib ute to the de ter mi na tion of a rat -
ing, in clud ing a re view of var i ous busi ness data and re view of
the com pany’s bal ance sheet and op er at ing per for mance. These 
rat ings are given by sev eral or ga ni za tions that col lect and an a -
lyze car rier fi nan cial and other in for ma tion. Each or ga ni za tion
can pro vide a de tailed ex pla na tion about their rat ings. It is im -
por tant to re mem ber that the fi nan cial strength of the com pany
is just one fac tor that agents eval u ate when help ing con sum ers
se lect their pol i cies. Cov er age, price and cus tom iz ation to the
needs of each in di vid ual or busi ness also play a large role in
mak ing cov er age choices.

n In de pend ent In sur ance Agents: Note that in de pend ent agents 
don’t work for one com pany—they rep re sent mul ti ple pro vid -
ers—so they can of fer choices, so you can se lect the car rier and 
cov er age that meets your needs, and can pro vide guid ance in
times of car rier dif fi culty. It is im por tant to stay in touch with
your agent and ask the right ques tions.

n An In sur ance “Check-Up”: It is es sen tial to con duct a com -
pre hen sive an nual re view of all your in sur ance pol i cies with
your in de pend ent in sur ance agent. You may have cov er age that 
is no lon ger nec es sary, or you might not re al ize where you are
vul ner a ble to se ri ous losses. In ad di tion, prices and protections
can change.

Did You Know???

Ac cord ing to a sur vey by FindLaw.com,
the most-vis ited le gal in for ma tion Web site,
more than a quar ter of Amer i can adults say they 
have been in jured while work ing, of ten miss ing
sub stan tial time from work as a re sult.

Of those in jured on the job, 43 per cent said
they missed more than one week of work as a
re sult of their in jury. And 31 per cent said they
were off the job for more than a month.

Ac cord ing to the FindLaw.com sur vey,
more than half of those in jured on the job —53
percent—filed a work ers’ com pen sa tion claim
as a re sult of their in ju ries.

What This Symbol
Means To You …

There is a dif fer ence in where you buy your
in sur ance. Many don’t re al ize there are three
sources for in sur ance:

1. Cap tive Agents—who can sell you the in sur -
ance of only one com pany.

2. Tele phone & Internet Rep re sen ta tives—who
can of fer you the in sur ance of one com pany
only on the tele phone or via computer.

3. In de pend ent In sur ance Agents, like us—who
rep re sent many in sur ance com pa nies. We re -
search these firms to find you the best com bi -
na tion of price, cov er age and ser vice for all
your in sur ance needs.


